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Abstract

This paper offers a framework to identify key benefits,
dimensions and trends associated with the
internationalization of the direct marketing industry.
It underscores the importance and need to carefully
select products, segments and countries where direct
marketing programs could be most effective. Further,
the paper discusses recent development in global
market segmentation and draws implications for
future expansion of direct marketing in world markets.

Introduction

Today, the direct marketing industry in the U.S. is
reaching a mature stage. It is to be expected that the
only way to continue growing is to expand to
international markets. This scenario, facing the direct
marketing industry today, is a repeat of the evolution
that many industries experienced in the past as they
expanded outside their domestic markets. The
manufacturing industry expanded internationally
during the late fifties and early sixties as many firms
found cost and market advantages in operating outside
their national boundaries. The service sector also
went through a similar process in the seventies and
early eighties. The financial, hospitality and other
industries of the service sector discovered the benefits
of operating in an international marketplace.

The major difference today that did not exist in the
sixties, seventies or early eighties is that the world’s
economies and markets are much more integrated in
many respects. Consequently, the direct marketing
industry will experience aninternationalization process
in a very short span. What took decades for the
manufacturing industry to integrate, coordinate and
organize international operations, may take few years
for the direct marketing industry to become more
internationalized in the nineties.

This paper reviews two trends in the
internationalization of the direct marketing industry.
The first trend is the development of direct
marketing in many national economies. This trend is
important as the precondition for analyzing
appropriate  direct marketing strategies for
international expansion. The second trend is the
globalization of markets and the emergence of world
segments that transcend national boundaries.
Technological advancements in communications,

transportation and manufacturing have led to the
convergence of world markets. Today, global
telemarketing is dramatically changing; for example,
AT&T International 800 services are now available
form 41 countries (Butkus 1989). Toll-free calls are
now available and being accepted from worldwide
segments of callers. The main thesis of this paper is
that direct marketers can reap many benefits if they
concentrate their efforts on emerging global market
segments.

The Direct Marketing Industry
Around the World

The U.S. has led the world in the development of this
industry due to: (1) the large domestic market and the
receptiveness of American consumers to direct media
and (2) the favorable regulatory environment or lack
of it. In recent years other countries have made great
progress in the use of direct marketing applications.
Nevertheless, the sheer size of the U.S. direct
marketing industry dwarfs the size of even the closest
country, West Germany. In spite of the paucity of
data on direct marketing industry in many countries,
we were able to assemble some indicators of the
volume of direct marketing sales presented in Table
1.

It is clear from the data in Table 1, that the U.S. has
a formidable lead in terms of direct mail volume and
number of telemarketing operators. Next to the U.S,,
West Germany, The Netherlands and U.K. are the
countries with a larger direct marketing volume.
Asian countries like Japan, Hong Kong and Singapore
may have substantial direct marketing volume but at
the time of this writing statistics on these countries
were not available.

It is also interesting to note that the volume of direct
marketing in a given country corresponds with the
level of credit card penetration, with the exception of
West Germany. As the U.S. direct marketing industry
reaches maturity and perhaps saturation levels, U.S.
direct marketing companies would naturally look at
the rest of the world for continuing expansion
opportunities.

Internationalization of the
Direct Marketing Process

A great challenge comes when companies plan to



internationalize not only the consumer base but also
selected aspects of the direct marketing process --
from conception to fulfillment. Some aspects of the
international direct marketing process will tend to
internationalize rather quickly. Purely on economic

grounds, direct marketers may find that moving parts
of the process off-shore could represent substantial
cost savings. For instance, telemarketing bureaus may
find cost savings in labor,

space and taxes without sacrifices in the quality of the
communication. Countries that provide the
telecommunications infrastructure and good economic
incentives will attract substantial investment in direct
marketing applications. Countries such as Singapore,
Ireland, Australia and some Caribbean islands have
received some direct marketing investment in recent
years. For example, fulfillment and distribution
centers tend to go off-shore to countries that provide
cost efficient operations such as Ireland and The
Nehterlands for European operations and Hong Kong
for Asia.

Other operations that tend to be located off-shore
include data entry and processing, customer service
information and reservation centers. These operations
do not require substantial modifications. If the
language of the off-shore base is the same, operators
could follow simple instructions and productivity could
be as high as in the domestic operations. A critical
aspect of the off-shore location of direct marketing
operations is economies of scale. To justify an
investment, firms will need large-scale operations that
result in substantial cost savings. For instance,
telemarketing operators may need to allocate a large
call volume to an off-shore facility. Countries would
have to provide quality communications as well as the
ability to handle large call volumes.

Dimensions of International Direct Marketing

In the course of identifying dimensions of
international direct marketing it is necessary to offer
key operational definitions. In the literature there is
no clear distinction as to what is to be considered
international direct marketing. Table 2 offers a
typology of international direct marketing activities.
This typology is based on three dimensions: Product-
consumer-process. Each one of the dimensions is
categorized under a continuum ranging from domestic
to global. This framework helps in positioning our
paper in the proper context.

Three different major categories of worldwide direct
marketing activities are identified in Table 2. The
first international type is defined in terms of export
and import oriented direct marketing efforts. This is
an area that will grow rapidly as exporters use mail,
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telephone, fax and other forms of direct marketing
media. Traditionally, some of these forms of media
have lacked the power of using contemporary
databases and other sophisticated direct marketing
tools.

An example of this type of international direct
marketing activity relates to those companies that are
interested in exporting services and products.
Retailers and catalogers seeking international
consumers are in this group. For example, three
European retailers launched a concerted direct
response advertising campaign to reach the U.S.
buyer. In the period of 1986 through 1987, Harrods
of London, Galleries Lafayette and Salvatore
Ferragamo of Italy placed print advertisements in U.S.
newspapers and magazines. Readers were asked to
call an international toll free number in order to place
their orders. Merchandise in this promotion included
furs, china, crystal, cutlery, and high fashion apparel.

Another type of worldwide activities is related to the
multinational direct marketing category. This type
includes direct marketing programs by multinational
corporations in several countries. The interesting
aspect of this type is that each direct marketing
program is tailored to each national market. An
example of multinational direct marketing is when
Colgate-Palmolive  launched direct response
advertising campaigns throughout Europe to support
or to introduce new brands. Colgate-Palmolive
supported the introduction of a new detergent,
Galaxy, in Denmark in 1988 with a direct response
print ad that included a 70-cent coupon. This
campaign generated 46,000 responses. This volume of
response represented an impressive 10.4 percent of
dishwasher households in Denmark (Advertising Age,
1988). Multinational direct marketing programs differ
from domestic marketing programs in that the results
from multinational direct marketing programs are
used to improve the existing domestic marketing
programs of another country.

The final type of worldwide activities relates to
programs designed to reach global market segments of
consumers in several countries with a single direct
marketing program. Some degrees of adaptation in
the program or offer may result from language
differences, regulations or competitive/economic
factors, however, these adaptations do not deviate
largely from the global appeal. One example is when
American Express offers the opportunity to join the
privileged group of card members to college graduates
in the U.S., Canada and Singapore, with a friendly and
less intimidating approach (Pickholz, 1988).



Benefits and opportunities In the Emerging
Global Market Segments

In contrast to the traditional way to market products
and services in international markets, direct marketing
approaches offer substantial benefits. Direct
marketing offers fast consumer response -much
needed in today’s global competitive environment.
Direct marketing also offers differentiation -providing
an international flavor to the marketing program- a
direct mail package coming from a foreign postal
system or an international call from Paris certainly is
different from a similar solicitation received from a
local marketer.

On a global scale direct marketing is a way to serve
marginal country markets that would otherwise not
have been served through traditional investment and
subsidiary sales. Consumers also benefit from direct
marketing promotions in terms of greater access to
products and services not available in the domestic
market or substantial cost savings from either better
prices or favorable exchange rates at the time of the
purchase.

Although the opportunities for international direct
marketing are large, the risks are also high. The scale
of operation requires large budgets and investments.
The adaptation of the direct marketing program to the
many cultures and regulatory and financial
environments is complex. To minimize the risks,
direct marketers need to carefully select the products,
segments and countries where international direct
marketing could be most effective.

Perhaps the most difficult decision is the selection of
the consumer segment that may be more receptive to
direct marketing promotions. The careful selection of
these market segments is key to the formulation of an
effective international direct marketing strategy. This
paper argues that global market segments present the
best opportunities for direct marketing today. The
next section reviews recent developments in global
market segmentation and draws implications for the
direct marketing industry.

Global Market Segments

The convergence of today’s world markets has led to
dramatic changes in consumption behavior (Levitt
1983; Sheth 1986; Kreutzer 1988; Jain 1989; Hassan
1990). It is essential to analyze commonalities and
differences in consumption patterns as keys to the
identification of emerging global segments (Hassan
1990). This is, in fact, the essence of segmentation.
This approach enables the international direct
marketer to determine similarities across national
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boundaries while assessing domestic (within-country)
differences. The case example discussed here shows
how direct marketers have reached and met the wants
and needs of globally segmented consumer markets.

On a global scale, consumers aspiring to an "elite" life-
style or teenagers seek products and services that fit
their prestige and youthful images and the
expectations of being universally recognizable (Hassan
and Katsanis 1991). Direct marketers may identify
commonality in prestige and teenager segments and
target them accordingly. For example, European
retailers such as Harrods, Ferragamo, and Galleries
Lafayette and Benetton reach U.S. consumers with up-
scale and unique leading-edge style fashions. These
retailers targeted consumers directly through
telemarketing/catalogue retailing and direct response
advertising campaigns without having physical
presence and with relative ease.

Such emerging segments can be targeted globally by
direct marketing programs that offer exclusivity, high
quality and status, in a similar way to the domestic
market. Elite consumers often differentiate
themselves through buying and using products that are
distinguishable from that of mainstream consumers
(Quelch 1987). Identification of behavioral factors
related to media, information processing, acquisition,
and purchasing decisions can be essential to successful
direct marketing efforts. For example, the marketing
mix should be managed in a way that will target this
segment with high quality and high priced products
that are promoted and distributed through selective
channels (i.e. prestige catalogues) in order to build
and maintain the image of exclusivity.

Summary

Many consumer products are becoming global in
nature such as consumer electronics, watches, fashion,
home appliances, and beverages. Many of these
products cut across national boundaries. This paper
identified the "global elite" consumers as a market
segment with universal needs for products and services
that are targeted via global direct marketing
programs.

It is a major challenge for international direct
marketers to identify segments that transcend national
and cultural boundaries on a global scale. However,
this challenge is even greater when it requires the
actual execution of global direct marketing programs.
The processes of identifying such global segments
occur on two levels: identification of general
behavioral and demographic characteristics of global
segments and analysis of behavioral characteristics
that reveal receptivity to direct marketing media.



-
g lI»l=zlo 2 |o = | w a
Q| Z] 5] 9 0 2 g |2 |¢ ClZ2|21%31|%|5 |7 |9 |3 Q1|c 8
=2 =) o glz|lzs 1 mIZ|le |2 |s|51|8 |2 |& |82 |2 €
5] = = o =} 1] S s |° N |le|z2 |818 13 |58 |2 |8 5 2
I°a = 151 3 2 5 ] ¢ |e |8 |S |Aa |8 € | | 5
2 5 B o g o 2 =12 1< |5 518 |® <
Sl E|E| 2| ¢ e 2| |5 g *
B = | &
= o 3} I3 a =
S 5 3 Y w i
I 8, gﬁ:,
= -3 - = = o o o
5 288 213 (8 2le(gle|glp|8|Lt
8 88 Sig|S S| |1°18 ‘é‘ Q = )
JIyE
Z B =1 = | 9 g s %99, r’g
» o < o = o >4 8 ...8‘
3 ] o 3 Q Q T BB - S
al= e | B8 2 S EB £
] @ <] 2 g = X = <]
2l & =] & o oS
§ R 1 g
o & *x 3 =l PSS R N] (93
g sl = 3gz glalsle(sl2 2|84 (BlEs| &
Q. E =Y S e S S | E8 ﬁ
] 3 g E g2 3
221 2] 8 a8 S lle =
s|lels| 5|2 2 =T Bl 3
S z 2o
B B 2 <1 o <! Ca = Q'-]
ElE[E|E18] a5 g3 55
5] ] 8 Q = wQ B éw
=} 3 3 ot 8§
=0 <A I o Z Ry a5
© = = ) = e o o | <9 | |v = e g @ 3
é gr o m \CHN R glge hE RN
2 g 3.8 =
=] @ 3 SB 193
= 53 8 —
§ 123 [¢]
E Is3 ] oz o] =] 3 z
S Bl 8| °f° 32 B 2
~< < ] ] g [es] o% ul
sl = o g =
1 m
S8 e R W 00 o v | w il s 2]
=
ol §§~ . 8|8 Ge e I EN kS BIER | &
P =
1 B T el O o § 22 U
& e = Qo ) g g Q
] £ 9] g 2 58 ~a o]
o = = o o ©
£ v B 2 g Q a8 = =
] (-9 I @ - .
a 9] o =g 3 € B
g 9] g & ZE o
2 8 2 2.d =
=2 = @ - o
& I w lw w |l | = -
EQ 3 g R J |13 | 216 (8 X g:—; v
- wn
g a a
7 =
-
3
o

Future research should focus on the development of
a methodology to screen products, global segments,
direct marketing applications, and regulatory
environment with the best prospect for globalization.
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