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ABSTRACT

The thesis of the international convergence of consumption patterns in the course of the current globalization process is disputed in international marketing. The fall of the Iron Curtain in 1989 allows examining the process and the extent of the diffusion of Western concepts in this formerly isolated region. In this study the convergence is examined on the case of the dissemination of Western brands in selected reforming countries of CEE. The assumed Westernization of buying patterns can be supported for the most part. In particular, in product categories that are less culture bound Western brands prevail. However, there is no clear evidence of the expected positive correlation between the level of economic development and a higher demand for Western brands. The marketing strategies of globally operating Western MNCs are regarded as the main drivers for the adoption of Western consumption habits.
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INTRODUCTION

The political and economic opening of the countries of Central and Eastern Europe (CEE) in 1989 and at the beginning of the 1990s has offered a unique opportunity to study the transformation from a centrally planned to a market-based economy and subsequently its impact on national markets and consumer behavior. Management research about CEE has focused in the 1990s on the economic, political and cultural characteristics of the region, the challenges of transitional economies to (Western) firms operating in the region and in finding the best way to enter these markets, to manage local operations and to market products effectively there (Springer & Schuh, 1999;  Schuh & Pacolt, 2000).

In the field of international marketing two perspectives about what is the economically most promising approach for Western firms interested in expanding to CEE emerged: one group of scholars has been favoring a marketing approach which adheres to the guiding principles of the classic conception of international marketing and regards the adaptation to local markets as the road map to success, while the other group views marketing strategies for this region strongly determined by the global marketing conception. The management of the conflict in international business and marketing strategy between forces towards unification and integration across national markets and those resulting in fragmentation and localization has always been a central issue of the field (Buzzell, 1968; Fayerweather, 1969; Doz, 1980). International marketing scholars show a natural tendency towards customization. The occupation with the customers and their buying behavior as well as with the developments and structures of markets breeds quite understandably an (over)emphasis of demand aspects vis-à-vis supply side considerations and leads to a higher sensitivity towards variances in the consumer behavior in different national markets. The traditional school of international marketing regarded the marketing mix as a function of the existing environment (Bartels, 1968). Success is achieved when taking advantage of a given opportunity in a market and not solely the result of the marketing mix. 

Faced with a considerable gap in purchasing power and overall product market development as well as a different competitive situation and trade channel structure in CEE markets the call for a more localized marketing strategy seems justified (Czinkota, Gaisbauer & Springer, 1997).  The subjective impression and several studies and articles (e.g. Schuh, Klausegger & Schreiber, 1994; Dahm, 1995; Business Week, “The New Consumers”, May 25, 1998, Beck, 1999) tell a different story: a strong presence of Western brands in supermarkets and shopping centers as well as Western-style advertising are noticeable when one travels through metropolitan areas of Central Europe. Existing literature on business and marketing strategies for CEE – and emerging markets as a whole – does not present a homogeneous opinion on this issue. However, it seems that the “Going East” of Western MNCs, especially in the fast moving consumer goods industry, has been shaped by the currently prevailing global marketing philosophy that stresses the usage of global products and uniform marketing and views country-specific marketing strategies in the context of the overall global business strategy (Yip, 1989). 

The “market globalization perspective” is a research stream whose proponents hold the assumption that the rapid technological progress in telecommunications, information and transportation technology and the removal of trade barriers in the last three decades has increased cross-national contacts and communications on the business and consumer level (Li & Cavusgil, 1995). This produces increasingly convergent customer needs and interests as well as similarly shaped (national) market structures on a worldwide scale. MNCs respond to this altered business environment with fundamental changes in their strategy, structure and management processes, or – in other words – by turning to a global strategy (Levitt, 1983; Ohmae, 1985 & 1990). By pursuing highly standardized marketing strategies – understood as using a common product, brand, price, distribution and advertising program aiming at similar market segments and customer groups on a worldwide basis – MNCs have been collectively intensifying the convergence of markets. 

The opening up of formerly for Western brands inaccessible CEE markets at the beginning of the 1990s is predestined for a retrospective study to explore how CEE markets developed and what market structures emerged since then. The concrete subject of the analysis is the diffusion of Western brands in selected consumer goods markets of CEE. The aim of this study is twofold: first, to determine empirically the level of diffusion of Western brands in selected product categories and country markets of CEE and, second, to try to explain existing differences in the local importance of Western brands by variances in product and country characteristics. The findings of this study shall contribute to the debate about the existence and extent of the market globalization phenomenon. An increasing and high proportion of Western brands vis-à-vis local brands would corroborate the market globalization perspective, while the opposite finding would support the localization perspective.

GLOBALIZATION AS DIFFUSION PROCESS

Globalization can be understood as a complex collection of processes, encompassing political, technological, cultural and economic phenomena, so that “globalizations” would be the more appropriate term describing what is currently occurring in the world economy and in our societies (Tomlinson, 1999). The common denominator of all these processes is the increase in the importance of the “transnational aspect” which is becoming more of an integral part of our life and our daily actions and is overlaying and even reducing the importance of national aspects. From an economic perspective, markets, firms and industries are affected by the current globalization. Many industries have become more global in the last years. Industry globalization is measured by changes in industry conditions, which can be grouped in four categories of globalization drivers (Yip, 1989): market (e.g. common customer needs, global customers), cost (e.g. economies of scale, sourcing efficiencies, differences in country costs), government (e.g. favorable trade policies, compatible technical standards), and competitive globalization drivers (e.g. global competitors, interdependence of countries). Each key industry globalization driver affects the potential use of global strategy levers or elements like global market participation, global products, global location of value added activities, uniform marketing and global competitive moves. 

The market globalization perspective is built on the following underlying assumptions (Levitt, 1983; Douglas & Wind, 1987): (a) customer needs and interests are becoming increasingly homogeneous worldwide, the supposed convergence allows the international standardization of products and marketing elements; (b) consumers around the world are willing to sacrifice preferences – shaped by national culture – in product features, functions, design and the like for lower prices at higher quality; (c) substantial economies of scale in production and marketing can be achieved through supplying global markets with standardized products and services. The resulting cost savings of such “global products” due to economies of scale and scope are then ideally passed on to the consumer in the form of lower prices (Levitt, 1983; Yip, 1989). Ohmae (1986) brings it to the point when he contends that “customers want the best product available at the lowest prices possible”.

Although the chain of argumentation is intuitively plausible, broader empirical evidence of the convergence is scarce. Based on his studies of ownership, consumption and expenditure patterns within Western Europe back in the 1970s Berekoven (1978) drew the conclusion that a convergence can be observed for so-called “culture-free” products like household appliances and cars, although still marked differences in absolute terms existed. A main driver of the convergence was the rising living standard that moved the consumption and usage patterns of the poorer countries closer to the levels found in the wealthier nations of Western Europe. Furthermore, an empirical study of Keillor et al. (2001) shows that at the level of marketing-related psychological constructs like the influence of consumer ethnocentrism and national identity on buying decisions, tendencies among younger consumers can be observed that indicate a substantial expansion of the “global consumer” segment in the future. 

However, the thesis of the market globalization has also drawn critics who doubt that this is a universal trend and demand a more differentiated approach on this issue. From their point of view the validity of homogenization thesis is limited to certain industries, product categories, and consumer groups (Douglas & Wind, 1987; Schuh, 1997). Craig et al. (1992) show in their study that 18 industrialized countries are rather diverging when comparing them by macro-environmental characteristics over a 28 year period. This corresponds with Berekoven’s (1978) conjecture that increasing standards of living combined with a broader product offering allow the consumers to differentiate themselves from others. This opinion is shared by De Mooji (2000) who assumes that the convergence of incomes in Europe (at a high level) will lead to a greater emphasis on value differences. The thorough understanding of national cultures and of their impact on the consumer behavior will more and more determine the effectiveness of international marketing campaigns.

The call for a differentiated approach also applies to the operationalization of the object of study, the cross-national convergence phenomenon, itself. When studying cross-national homogenization it is important to distinguish between the supply and the demand side. At the supply side the tendencies towards homogenization are easier to spot. The international standardization of products and the marketing program (brands, advertising campaigns, partly prices too) is a quite visible trend and nurtures the general impression of homogenization in the public. By concentrating marketing budgets on a few global flagship brands marketers hope to achieve a better efficacy of their brand investments and a higher brand awareness in the world market. But a homogeneous international offering of a branded good does not necessarily mean that this goes with homogeneous buying behavior, i.e. similar attitudes, preferences, values and usages that shape the decisions of consumers (Wierenga et al., 1996; Schuh, 1997). The purchase of the same branded good by people from different countries or national cultures has not to be identical with the international convergence of consumption habits. In the strict sense, an absolute homogeneous buying behavior of two consumers of different nations exists when the same products or branded goods are purchased and consumed for the same purposes and the same usage (volume, frequency, intensity) based on the same motives (Berekoven, 1978). An international convergence of consumption is given when the consumption patterns of a product in two countries have been approximating over the course of time or have been following the same trend (without reducing the distance between them). The methodological problem is aggravated by the fact that consumption patters realistically are not equal within countries and may differ between consumer segments within a national market. Apart from the selected measures, the choice of the included countries and the observation period will also have an effect on the outcome. Given this methodological “minefield” it becomes clear that in a study of global homogenization the chosen measures, countries and covered time period have to be explained carefully and related to the underlying theoretic logic. 

Furthermore, the notion of globalization as homogenization, namely processes occurring in different countries that are moving constantly into a similar direction or towards a common final point, is questioned by researchers. Pieterse (1998) understands globalization as a communicating vessel (kommunizierendes Gefäß) in which reciprocal dependencies and penetrations happen. “Hybrid globalization” describes the detaching of consumption patterns from existing practices and habits and their combination with other customs to new forms of behavior. Typical examples are the adoption of foreign dishes and beverages (“ethno-food”) or music and fashion trends and their fusion with local cultures. The adoption of management methods or tools that have been cultivated under the influence of a specific foreign culture like the adoption of the Japanese quality management philosophy and its methods by the Western businesses are another example for globalization as an exchange and fusion process. Not to forget the dialectic interpretation of the process: the ongoing “de-nationalization” may prompt the revival of local identities, growing out of a deliberate opposition movement to the progressing globalization, and finally lead to a kind of “re-localization”. 

Another theory that could help to explain for what reasons and to what extent an international convergence in the product offering and consumer behavior happens is the diffusion theory. Diffusion is the process by which an innovation is communicated through certain channels over time among the members of a social system (Rogers, 1983, p.5). The definition includes both the planned and the spontaneous spread of new ideas and concepts. Diffusion is the accumulated result of individual adoption decisions of the members of a social system. Innovations that are perceived by receivers as having greater relative advantage, compatibility with existing values and experiences, trialability, observability, and less complexity will be adopted more rapidly than other innovations (Rogers, 1983, p.14).  In an international context, the diffusion theory allows to analyze the dissemination of innovations from one country to others. Thus, market globalization can be conceived as a regional diffusion process. From a diffusion perspective, the following questions are of interest:

· How does it come to such a diffusion process and who are the drivers of it?

· Which country- and market-related characteristics have an effect on the rate of adoption?

· How can differences in the rate of adoption between countries be explained?

In order to analyze the diffusion of Western brands in the reforming countries of CEE the following framework is proposed (Figure 1). It consists of three independent variables: the marketing strategies of Western firms, the characteristics of local markets and consumer behaviour and macro-environmental variables of the specific country markets. Empirical evidence shows that Western MNEs perform the role of “change agents” in the markets of CEE. They shape, stimulate and often create markets in CEE through massive direct investments, the establishment of supply and sales networks and, of course, strong marketing efforts (Schuh, 2000; Kozminski & Yip, 2000). Rugman (2000) refers to the MNEs as the drivers of the “economic globalization”. Especially the form of local presence, the motives and objectives of the engagement and the degree of standardization of the marketing programs are relevant aspects in the context of diffusion. Among the country-related factors two levels should be distinguished: At a market level, the size and development stage of a product market, the availability of distribution channels, purchasing power of households and the kind of local competition are of interest. At the macro-environmental level the access to the CEE markets, the economic development and the progress on the way from a centrally planned to a market-based economy (or degree of liberalization) appear to be critical factors that are indicative of the degree of permeability. As an intermediate variable the adoption process is introduced in the model which stands for the individual decision process about the adoption of an innovation. It is fair to assume that the individual adoption process of consumers in each country may vary depending on the influence of social system variables (norms, values, political and legal environment) and on different levels of awareness and interest in the new product. This micro model of the individual adoption process has a typical “black box” character and it is questionable if aggregated data for each country market can be obtained. As the dependent variable, the level of adoption of Western brands in each studied country market is chosen. The development of market shares of Western brands by product category over the last decade is regarded as an appropriate indicator for the diffusion.


Figure 1: Framework for the analysis of the diffusion process of Western branded goods in Central and Eastern Europe

CENTRAL AND EASTERN EUROPE AS A SPECIAL CASE IN THE GLOBALIZATION OF MARKETS

The fall of the Iron Curtain in 1989 was followed by the political and economic opening of the countries of CEE. During the era of socialism the marketing of Western consumer goods in the region was nearly impossible. Western products were available in a few so-called “dollar shops” against hard currency, at the black market, through visits of relatives and friends from the West, or when a state-owned enterprise imported products officially or manufactured them locally under a licence agreement (e.g. Coca Cola in Bulgaria, Pepsi Cola in the Soviet Union, Beiersdorf and Schwarzkopf in Hungary). Thus, a certain level of awareness of Western brands existed already before 1989 among the consumers in CEE, also built by the exposure to media overflow (TV, Radio, magazines) and occasional trips to the West. Since the early 1990s Western companies have been lured by the huge market potential of CEE. The CEEC-10 (Central European countries, Baltic States, Romania and Bulgaria) alone represent a market of 105 mio. people. When including the states of ex-Yugoslavia, the Ukraine and Russia the figure increases to 325 mio. people, of which only a fraction had bought Western branded goods yet. In addition, the economic catch-up processes of the reforming countries and low per-head consumption rates in general have promised an El Dorado for Western consumer goods manufacturers. However, the question was at this time unsolved – and still is debated – what kind of marketing approach would be most effective to conquer these new markets: a highly localized strategy that takes into account the differences in the stage of market development and in the local market conditions or a more standardized approach based on the transfer of marketing strategies that have been proven successful in the Western markets.

Following the principles of the classic international marketing conception (Bartels, 1968; Cateora, 1975), success in a foreign market results from a good fit between the marketing strategy and the existing local market conditions. Confronted with an obvious lag in the overall economic development and in the development of product markets in particular local customization of the marketing strategies in CEE is suggested to Western firms (Kraljic, 1990; Czinkota, Gaisbauer & Springer, 1997). Thus, from a local market perspective there are strong arguments in favour of a more responsive international differentiation strategy: by embarking on a localized strategy Western MNCs could better address the different customer expectations, consumption patterns and lower levels of household income in CEE. A better fit of the marketing program should result in a better market performance. However, efficiency considerations and the general tendency towards more homogeneous global brand strategies are limiting the scope for local customization. Profit and risk considerations are areas which are often underestimated from a pure marketing point of view. In the globalization logic the economic factors gain in importance. Trade-offs between a higher level of customization of a product or lower costs due to standardization and economies of scale often end in favor of the latter in the context of globalization logic. What has been often overlooked is that there are several demand side and environmental characteristics of CEE markets which are in support of international marketing program standardization too: the existence of similar and transnational customer groups as in the West, the appreciation of Western products and life-style, the geographic proximity to and growing interdependence with Western Europe and the prospect of integration into the European Union are backing the standardization of products and marketing programs (Schuh, 2000). Furthermore, from a business perspective a number of similarities between the countries of CEE can be found which allow at least the integration of activities at a regional level (Kozminski & Yip, 2000). The transformation path from a command to a market economy which all countries entered upon, common cultural and historical roots (e.g., communist regime, Habsburg empire), the polarization into small elite markets and large price-conscious mass markets and a strong intra-regional trade are a few of those integrating factors that point at the opportunities resulting from a regional approach when dealing with these markets. Therefore, regional strategies as a compromise between globalization and localization are often seen as a good solution of this dilemma. Regional strategies can be often found in combination with “multi-tier” product and brand strategies, in which acquired local brands or newly developed regional brands are marketed alongside the global brands (Batra, 1997; Schuh, 2000). While the global brands are aimed at the upper end of the market, the revamped local brands or regional brands cater to the medium- or even low-price segments of the market.

REASEARCH DESIGN AND ANALYSIS

The framework presented in Figure 1 serves as a guideline for our study. Given the complexity of an appropriate research project particularly at an aggregate level – required is a multi-period, multi-country, multi-product and multi-firm design – a reduced version is chosen as a first step. The purpose of the study is to explore the diffusion of Western brands after the opening up of the CEE markets. An over the course of time increasing and currently high level of diffusion of Western brands vis-à-vis local brands would indicate a convergence of market structures in the sense of the market globalization thesis. The study includes the following analyses: (a) determination of the level and rate of diffusion of Western brands in markets of CEE, (b) examination if the level of economic development of countries has a relation with the market share of Western brands, and (c) if the “cultural grounding” of products has an impact on the diffusion.

The market shares (in value terms) of three brand categories are used as indicator of the diffusion in the specific national market:

· “International (=Western) brands” are those brands which have their origin in Western (non-CEE) markets and are imported to CEE or are locally manufactured there. The owner of the brand is a Western MNC.

· “Local brands offered by foreign (Western) firms” are those brands that are marketed by Western firms only in the specific local market (or sometimes as a regional brand in CEE).  The owner of the local brand is (the subsidiary of) a Western MNC or in the case of a joint venture the Western parent company holds a majority stake.

· The category “local brands offered by local firms” contains all those  brands that are marketed by a dominantly local firm in the local market (or sometimes in other markets of CEE)

The differentiation between international and local brands is common among market researchers of the region. The equation of “Western brand” with “international brand” is admittedly colloquial. In the product categories analyzed all “international brands” have a Western market origin and belong to MNCs headquartered in the U.S.A. or Western Europe. A firm is counted as Western or non-CEE firm when the owner of the firm or of the majority stake in a joint venture is a Western parent company. 

In addition, the penetration rates in each brand category were collected. Penetration stands for the proportion of households which bought a branded good of the defined category at least once in the specific year. This figure is another indicator of the degree of adoption of Western brands at the household level.

The database was provided by the Austrian market research company, Fessel-GfK GmbH, in Vienna which is the regional management center for the region Central and Eastern Europe of the group. The market share data were drawn from the national household panels and the national offices assigned following the given definitions the covered brands to the mentioned brand categories. Four product categories were selected for the study: detergents, toothpaste, carbonated soft drinks, and confectionery. They all represent important “food” and “non-food categories” of the fast moving consumer goods sector. With regard to the “cultural grounding” (Quelch & Hoff, 1986; Schuh, 1997) the two food categories are regarded as more culture bound than toothpastes and detergents which rather tend towards the less culture bound end of the continuum. Food products are typically seen as more influenced by local culture and traditions than non-food products. Occasions of purchase and consumption, taste, and the regional origin of the product play a greater role in the buying process. Whereas the consumer behavior for detergents and toothpastes is more driven by performance, specific product features and benefits, and innovation. Rational arguments like the cleaning or stain removal effect or medical benefits more easily outweigh arguments shaped by local culture.

The country markets chosen were Hungary, Poland, Bulgaria and the Ukraine. The former two countries represent the more advanced economies in the transition process, while the latter two lag in their progress in the reform process and economic development (World Bank, 1996; EBRD, 2002). The relative distances in the economic development of the countries are reflected in the GDP per head for 2001(Bank Austria, CEE Report, No.3/2002): Hungary € 5776, Poland € 5100, Bulgaria € 1840, and the Ukraine € 876.

Comparable market share and penetration data across the four countries and four product categories are available from 1999 on. Two years, 1999 and 2001, were chosen to determine the level of diffusion and the rate of diffusion.

FINDINGS

The Tables 1 to 4 give an overview of the distribution of market shares by brand category for the four product categories and countries. The share of local brands owned by Western (non-CEE) firms is not shown separately but represents the difference of all the share of all local brands less the pure local brand. A distinction by ownership was not possible for some of the local brands. 

The market share figures reveal that the Western brands have made considerable inroads into most of the product categories studied in the selected CEE markets. The value-based market share figures for international brands in 2001 range 

· for detergents from 50.4% (Ukraine) to 89.8% (Bulgaria)

· for toothpaste from 45.2% (Bulgaria) to 99% (Ukraine)

· for confectionery from 13% (Ukraine) to 20.1% (Hungary)

· for carbonated soft drinks from 9% (Ukraine) to 64.5% (Hungary).

	Detergents
	Market shares (Value) 19991
	Market shares (Value) 2001
	Penetration 2001

	
	International brands2
	All local

brands
	Local brands (of local firms)
	International brands2
	All local

brands
	Local brands

(of local firms)
	International brands2
	All local

brands
	Local brands

(of local firms)

	Hungary
	56,0
	44,0
	8,7
	50,4
	49,6
	10,1
	n.a.
	n.a.
	n.a.

	Poland
	56,9
	43,1
	n.a.
	58,8
	41,2
	n.a.
	86,5
	87,8
	n.a.

	Bulgaria
	88,0
	12,0
	12,0
	89,8
	10,2
	10,2
	89,8
	45,7
	45,7

	Ukraine
	43,0
	57,0
	n.a.
	55,0
	45,0
	n.a.
	79,0
	81,0
	n.a.


Table 1: Detergents: market shares (1999, 2001) and penetration rate (2001) by country and brand category

	Toothpaste
	Market shares (Value) 19991
	Market shares (Value) 2001
	Penetration 2001

	
	International brands2
	All local brands
	Local brands

(of local firms)
	International brands2
	All local brands
	Local brands

(of local firms)
	International brands2
	All local brands
	Local brands

(of local firms)

	Hungary
	72,4
	27,6
	2,0
	66,4
	33,6
	3,9
	n.a.
	n.a.
	n.a.

	Poland
	69,0
	31,0
	n.a.
	67,2
	32,8
	n.a.
	82,8
	76,9
	n.a.

	Bulgaria
	56,0
	44,0
	44,0
	45,2
	54,7
	54,7
	54,7
	81,9
	81,9

	Ukraine
	99,0
	1,0
	n.a.
	99,0
	1,0
	n.a.
	91,0
	4,0
	n.a.


Table 2: Toothpaste: market shares (1999, 2001) and penetration rate (2001) by country and brand category

1) Figures for the Ukraine refer to 2000.

2) International brands are defined as imported branded products for the Ukraine. International branded products which are manufactured locally are included in the local brand category.




	

Confectionery
	Market shares (Value) 19991
	Market shares (Value) 2001
	Penetration 2001

	
	International brands2
	All local

brands
	Local brands

(of local firms)
	International brands2
	All local

brands
	Local brands

(of local firms)
	International brands2
	All local

brands
	Local brands

(of local firms)

	Hungary
	21,0
	79,0
	5,8
	20,1
	79,9
	12,1
	n.a.
	n.a.
	n.a.

	Poland
	13,4
	86,6
	n.a.
	15,6
	84,4
	n.a.
	34,4
	95,5
	n.a.

	Bulgaria
	11,9
	88,1
	23,0
	16,5
	83,5
	23,9
	52,3
	93,4
	72,0

	Ukraine
	11,0
	89,0
	n.a.
	12,0
	88,0
	n.a.
	48,0
	90,0
	n.a.


Table 3: Confectionery: market shares (1999, 2001) and penetration rate (2001) by country and brand category

	Soft Drinks
	Market shares (Value) 19991
	Market shares (Value) 2001
	Penetration 2001

	
	International brands2
	All local brands
	Local brands

(of local firms)
	International brands2
	All local

brands
	Local brands

(of local firms)
	International brands2
	All local brands
	Local brands (of local firms)

	Hungary
	73,6
	26,4
	17,1
	64,5
	35,5
	21,5
	n.a.
	n.a.
	n.a.

	Poland
	40,1
	59,9
	n.a.
	42,9
	57,1
	n.a.
	70,5
	89,0
	n.a.

	Bulgaria
	43,7
	56,3
	56,3
	46,9
	53,1
	53,1
	70,2
	92,7
	92,7

	Ukraine
	10,0
	90,0
	n.a.
	9,0
	91,0
	n.a.
	35,0
	80,0
	n.a.


Table 4: Carbonated soft drinks: market shares (1999, 2001) and penetration rate (2001) by country and brand category

1) Figures for the Ukraine refer to 2000.

2) International brands are defined as imported branded products for the Ukraine. International branded products which are manufactured locally are included in the local brand category.

The data also tells us that the diffusion of Western brands started well before 1999. A continuous penetration has been taking place throughout the 1990s leading to dominant market shares for international brands in many markets at the end of the decade. High penetration rates in CEE households are another indicator of the “Westernization” of CEE markets. In three out of four product categories more than two thirds of households have at least once in 2001 bought an international brand. Among the leading marketers of international brands are (what also proves the Western origin of the brands):

· in detergents: Henkel (Germany), Procter & Gamble (USA), Unilever (UK/Netherlands), Reckitt Benckiser (UK/Netherlands)

· in toothpaste: Unilever (UK/Netherlands), Colgate Palmolive (USA), Procter & Gamble (USA), Smithkline Beecham (USA)

· in confectionery: Nestlé (Switzerland), Stollwerck (Germany), Ferrero (Italy), Storck (Germany), Kraft Foods (USA), Master Foods (USA)

· in carbonated soft drinks: Coca Cola (USA), Pepsi Cola (USA)

However, a detailed analysis by “cultural grounding” and economic development of the country exhibits differences in the diffusion. The mean values of the market shares of the international brands confirm the presupposed difference depending on the degree of cultural grounding (Table 5). The less culture bound categories like detergents and toothpaste show higher mean values over the four country markets than the culture bound categories confectionery and carbonated soft drinks. The lowest share of international brands can be found for confectionery: local brands dominate in all country markets with at least 80% market share.




	
	Market shares of international brands (2001)

	
	Hungary
	Poland
	Bulgaria
	Ukraine
	Mean value by product category
	Mean value by cultural boundness

	“Culture-free”
	Detergents
	50.4
	58.8
	89.8
	55.0
	63.53
	66.49

	
	Toothpaste
	66.4
	67.2
	45.2
	99.0
	69.45
	

	“Culture-bound”
	Confectionery
	20.1
	15.6
	16.5
	12.0
	16.05
	28.44

	
	Soft drinks
	64.5
	42.9
	46.9
	9.0
	40.83
	


Table 5: Market shares of international brands (2001) by “cultural grounding” category

To assume that the product category confectionery with a market share of at least 80% for local brands is an excellent example to learn how local brands can survive in a globalized business environment is premature. While true at face value, a look at the ownership of those local brands discloses a more complex pattern. Western firms are the owners of the majority of those local brands. In Hungary non-local firms accounted for 67.8% of all sales of local brands (representing 79.9% of the market) in 2001. Together with the 20.1% share of international brands this results in a combined market share of 87.9% of the Hungarian confectionery market controlled by Western firms. In Bulgaria 59.6% of the local brands (83.5%) belong to non-local firms, leading to a combined market share of 76.1% for brands controlled by Western firms. The same analysis for Poland and the Ukraine was not possible as a break-down of local brands is not available. But given the strong presence of the Western MNCs in the whole CEE region a similar brand structure can be assumed for the other CEE markets too and it is documented in the description of brand strategies of Western firms in CEE (Schuh, 2000; Schuh & Holzmüller, 2003). In any case, these findings demonstrate a “hidden” or “indirect” globalization effect via the ownership of local brands. At the same time they are proof of the use and effectiveness of the “multi-tier” brand strategy pursued by Western marketers in CEE.

No clear evidence can be furnished for the hypothesis of a high positive correlation between the market share of international brands and the economic development of a country. As an indicator for the economic development the GDP per head of each country in 2001 is used. Table 6 shows the (Bestimmtheitsmaß) correlation coefficients (r²) and regression functions for the four product categories. Relatively strong positive correlations can be determined for food products, detergents and toothpaste show low r²-values and have negative linear regression functions. Based on these results it is fair to say that the share of international brands is not only determined by the level of wealth of a CEE economy but that the marketing strategies of the Western firms and the specific local market situation (e.g. local competition, consumer preferences) play an important role too.

	Product category
	r²
	Regression function

	Detergents
	0.2074
	y = -0.0034x + 75.06

	Toothpaste
	0.0894
	y = -0.0028x + 78.822

	Confectionery
	0.5607
	Y = 0.0009x + 13.193

	Carbonated soft drinks
	0.6095
	Y = 0.0075x + 15.226


Table 6: Relationship between the market share of international brands and GDP per head (2001)

CONCLUSION

The economic and political opening of this region in the early 1990s offers in retrospective a unique opportunity to test the two competing perspectives of localization and globalization in international marketing: What kind of market structure in terms of brand and ownership structure will emerge in the immaculate CEE markets when left to market forces? Will after a decade of marketing activities local brands or global brands prevail? The findings of this study provide a strong evidence for the market globalization thesis – although limited to CEE markets. International or Western brands occupy leading positions in the majority of product categories and countries studied. In particular, in the less culture bound categories like detergents and toothpaste Western brands capture 45-99% of the market. The weaker positions of local competitors may be due to the superiority of the Western branded products in product performance, image and marketing support. A similar oligopolistic market structure as in the West is the outcome of the  massive marketing efforts of Western firms in the last decade. However, the dominance of CEE markets is not a general pattern. In soft drinks and confectionery local brands dominate the market (although some Western brands hold strong market positions in individual CEE markets too). Preferences in taste, emotional ties to traditional manufacturers and brands as well as lower prices seem to be the main reasons for the higher appeal of local brands among CEE consumers. Western marketers have responded to this existing predisposition for local confectionery brands (and maybe have been even driving it) by participating through the acquisition of local brands in this market segment. The “multi-tier” brand strategy is very common among large Western food marketers in CEE and has been also employed to a smaller extent in the detergent and toothpaste market. Not taking into account this hidden form of ownership in the analysis of market globalization results in an understatement of the extent of the globalization effect.

The carbonated soft drink market is a special case. It is characterized by the intense competition between the two large players in the soft drink market, Coca Cola and Pepsi Cola, on the one hand, and numerous smaller local brands offered by local firms on the other hand. Although  local brands appear to dominate this market, Coca Cola is by far the strongest competitor in the four analyzed CEE markets with market shares ranging from 14-42%. 

The analysis of the relationship between the GDP per head of each country and the market shares of Western brands in the four product categories has not brought up the clear positive correlation as expected. Higher prices for Western brands compared to local brands require a higher level of wealth, therefore a higher GDP per head will result in higher market shares for international brands. This relationship could be proved for food products, but not for the so-called culture free products. Other factors than affordability alone seem to influence the adoption process of Western brands. The intense competition among Western manufacturers for leading market positions in CEE has led to aggressive market penetration activities in the advanced Central European markets and has accelerated their market entries into the lagging economies of Eastern and Southeastern Europe (Schuh & Damova, 2001). A market analysis by competitor shows that the detergent, carbonated soft drink and toothpaste markets of Hungary and Poland have reached an oligopolistic structure yet and are dominated by a few Western firms. In the carbonated soft drink market the top-2 marketers, Coca Cola and Pepsi Cola, accounted for 65% in Hungary and 42% in Poland in 2001. In the detergent market the top-3 (Western) marketers hold 75% in Hungary and 70% in Poland. A similar constellation can be found in the toothpaste market in which the top-4 (Western) competitors capture about 80% in Hungary and Poland. In the more advanced economies in Central Europe, Hungary and Poland, similar market structures have emerged in the 1990s as we know them from the West, while the laggards in the economic reform process, Bulgaria and the Ukraine, are still in an early stage of market restructuring. 

The observed convergence of market structures in CEE towards Western ones support the market globalization perspective. It may be discussed to what extent CEE is a special case. The non-existence of real brands for the majority of the consumers before 1989 and the lack of a Western-style distribution and media scene are pointing at a truly extraordinary situation. In addition, the weakness of local producers in nearly all business-relevant areas has contributed to the advances of foreign competitors. However, the removal of trade barriers in the course of the completion of the Single European Market has also opened up West European countries to foreign competition. The thesis of the superiority of global products (Levitt, 1983) and the existence of specific historic conditions (technological progress, removal of trade barriers, deregulation, extent of global competition etc.) that drive the current globalization process (Yip, 1989) apply to the CEE countries too. What this study of CEE consumer markets highlights is the prominent role of Western MNCs as drivers of this market homogenization process. They are not only interested in a presence in these emerging markets, they intend to achieve similar dominant market positions in CEE as at home and – in the best case – to outmaneuver their global competitors. Their collective (oligopolistic) parallel behavior leads to the reproduction of market structures as we can find them in their home markets (and as explained by Knickerbocker in 1973). The prevalence of the globalization logic in the “Going East” strategies of the Western MNCs is the big difference to the traditional internationalization behavior as we know it from the 1960-80s in Western Europe. In order to understand the behavior of MNCs in the emerging markets and the creation and restructuring of markets there, the global marketing conception seems to be the  appropriate explanatory framework.
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