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In January 1996, Dell Computer opened an Asian hub—PC assembly plant and customer service center— in Penang Malaysia.  Concern existed about whether or not Dell’s model of direct sales of personal computers that bypasses traditional retailers and distributors, would work in Asia, where even corporate buyers are used to browsing showrooms for PCs and haggling in their local tongue.  Dell sells direct to its customers in Australia, Japan, Hong Kong, Malaysia, New Zealand, and Singapore.  Similarly, Dell Computers is selling computers in Japan and Europe by mail and telemarketing although it was told that in every country, mail orders would not work.  Dell’s low price was supposedly a major hurdle, European buyers have a long established prejudice: high price equals good quality, low price means shoddy quality.  Dell sold over 35,000 PCs in Japan while its sales in Europe are ten times as many.


The world’s second largest direct marketing market is the UK where 90 percent of the $6 billion in annual sales are generated by just five companies.  These companies, which started after World War I to sell to the working class on credit, still cater to lower income households. British mail order has long been seen as a peculiar business, hobbled by an archaic agent system designed to provide choice, convenience and credit to the low class. Direct mail users in Britain enjoy their shopping more than anyone else even though they are also the busiest people  They also hunt for bargains more enthusiastically and are more likely to try new brands.


Interestingly, Hispanics are high users of direct marketing because many wish to avoid the threatening experience of the retail scene.  They tend to prefer direct response television that is produced in Spanish.  Many do not mind receiving calls at home but only one in five indicated the calls were in Spanish.


Major factors for success for direct marketing overseas include the standard of living, reliable postal delivery, and a stable currency.  Expansion of global direct marketing has been relatively slow because it requires sophisticated national infrastructures and a social acceptance of this type of purchasing.  As an example of the former, credit cards, being for the most part new, are not highly penetrated outside of the U.S., thus providing another infrastructure barrier. In Northern European countries, 70-90 percent of letters are delivered the next day, in Italy this is only 10 percent while in Spain it is 40 percent. In Mexico, a major problems mailers are faced with is the lack of correct zip codes since the majority of consumers themselves simply don’t know their own code. In every European Union nation except Sweden and the Netherlands, the post is controlled by government monopolies. Most are fiercely protectionist and strongly resistant to change.


Threats to direct marketing include a value added tax system that is still not uniform across Europe and data protection since personal information collected on computer databases is the raw materials for mailers, lists whose demographic information is invaluable to marketers.  In the U.S., sales of such lists is virtually unrestrained.  Banning the sales of lists has been discussed from time to time in the European Union.  Companies could use the detailed information they have already gathered to sell to their existing customer but could not go prospecting for new ones.



*
*

Direct Mail

A multiple of postal and legal restrictions continue to inhibit the growth of direct mail.  In Germany, you are not allowed to offer prospects free gifts.  In most European countries, if a letter is addressed to a certain name, it is against the law for anyone else to get it and it is often returned to the mailer unopened (one should use title only in this situation).  In some countries, the company name is used at the top of the address, followed by the job title and finally the name and postal details. In others, the name or title comes first.  In Britain the address is always placed at the bottom left of an envelope, elsewhere it is placed on the right. Not correcting addressing the letter will result in its return. In the U.S., one’s mailbox is technically owned by the U.S. government and exists solely for the use of the U.S. Postal System while elsewhere around the world, the box or slot is considered to be the property of the resident and is fair game for privately delivered solicitations. And all this is beside the fact that postage rates are much higher than in the U.S. 


Advertising sales letters are unlike written business communications in that the burden of interpretability (the meaning behind words) lies in the originators of the text, not the recipients.  Where, in ordinary business correspondence, pragmatic understanding must be interpreted in  light of the writer’s language and cultural background and the location of business operation, advertising sales letters must be written in light of the reader’s language and cultural background and location. 


Another major problem for direct mail internationally is the availability of lists. France and Germany have limited range of customer lists available while markets like Italy and Spain have considerable structural problems that inhibit list sales. In Japan, magazines are sold via newsstand, not subscription so few if any subscriber lists are available.  Procuring lists from Japan is difficult because nature of their culture is not to share information openly; Japanese companies are hesitant to sell Japanese lists to anyone, other Japanese companies included. Any lists that are available are typically in Japanese characters rather than English.  Lists, however, can cost three to four times that of the U.S. (approximately $250 per thousand in Japan compared to $90 per thousand in the U.S.).  In addition, Japanese credit card  companies charge ‘usury’ fees as much as 8 percent to 12 percent of revenues for use of their lists. One must also translate to Japanese as it is disrespectful to send mailings in English. It can be profitable; of the estimated $20 billion the Japanese spent via mail order in 1994, 5 percent of $2 billion went to U.S. companies, up thirty percent from 1993. Pan Asian lists from American business publications are excellent source since their Asian buyers must be English speaking to read the publications. An offer to an international list will tend to pull more than an equivalent U.S. list because it has not been tired by repeated offers and will tend to have higher response rates.


Successful campaigns can be achieved by careful attention to details. National Geographic magazine mails out one million marketing items a year to 167 European countries. It has 750,000 names on the database: 300,000 in the UK and 450,000 elsewhere.  Marketing is conducted from the UK. Marketing communications have to be consistent across borders. Cosmetic changes are made from country to country. In Novell’s campaign,  the consistency of message and marketing materials was essential. An integrated European campaigns was launched every three to six months. The flyer was the same except for language.  It was designed with modularly in mind.


Europe is in many places nearly ten years behind the U.S. in direct marketing  volume and sophistication. Factors inhibiting its growth in Europe include its cultural heritage, the multilingual nature of the continent, limited availability of lists, poor quality of those list that do exist, higher postal costs, stricter privacy laws and restrictions, low credit card penetration, fragmented markets, few address and phone number standards, and poor delivery systems. 


How long direct mail has been used in a country heavily affects how well it is accepted in that nation.  It has a much longer tradition in countries like Sweden and  Germany while in the UK, direct mail has been in existence only two decades. In the UK the feeling is that companies use direct mail because it is cheaper than space advertising.  Most Brits are skeptical about direct mail they receive. Spanish consumers are also apprehensive about the quality and delivery of mail-order goods (Although the mail-order market has had remarkable growth the past decade in Spain).  Teleshopping and Ibertext are popular forms of direct marketing in Spain.


Direct mail is not as popular in Japan. Japanese marketers estimate that the use of direct marketing is between 15 and 20 years behind the United States.  One reason for this discrepancy is that the Japanese feel printed material is too impersonal and hence not sincere.  If printed material is going to be used, they prefer communications written out in longhand by someone who has fine penmanship.  They will often not open direct mail if their name and address are not attractively handwritten or beautifully printed. The Japanese favor face-to-face communications so response rates for direct mail are half those found in the United States. Direct mail marketing accounts for less than 1 percent of all Japanese retail sales compared with 17 or 18 percent in the United States (although growth has been 10 to 15 percent annually versus 3 to 4 percent for retailing).  






Sophisticated  direct mail techniques are less accepted and used less often.   Few database companies exist and fewer still offer quality lists.  However, over 4,000 direct mail marketing companies now exist in Japan and the field is expected to grow as more Japanese consumers change their lifestyles and become aware of the convenience of direct mail. The mail order business has expanded  rapidly in Japan, with annual growth rates in the 1990s of over 17 percent.  The average Japanese consumer receives 166 pieces of mail a year versus nearly four times as many for Americans. The Japanese spend more, return less, and buy more often than Americans.  According to a survey by the Japan Direct Marketing Association, the products most successfully marketed by mail in Japan are fashion accessories (shoes and handbags); jewelry and precious metals; watches, glasses, cameras, and optical instruments; ladies’ wear; and furniture and interior goods.  The increase in catalog sales reflects status seeking as well as cost consciousness. L.L. Bean International’s sales increased 73 percent in 1993 to over $100 million. The company has even opened two retail stores in Tokyo to help popularize its products. Catalogs and order forms in Japanese with explanation of how to order and deal with overseas delivery ease the difficulties of Japanese consumers not well versed in direct mail ordering. 

Several major challenges are inhibiting the growth curve of direct mail in Japan.  These include extremely high postal rates (80 yen to mail a domestic first-class letter, almost four times those found in the United States;  airmail from the United States or Hong Kong to Japan is only 50 yen; a Japanese marketer could send direct-mail pieces to Japanese households from the United States cheaper than he could from Japan, except the Japanese government has made it illegal for Japanese companies to mail such materials into Japan from other countries), restrictive postal regulations (Japan has compartmentalized the distinctions between personalized mail and advertising; the term “business executive” or “head of household” as an addressee  means the post office will treat the letter as personal mail and charge the higher postage rate), and  the fact that list management is still in its infancy compared to the West  (only 20 percent of all lists are computerized, and the remainder are on  three-by-five cards; many are not language standardized). Many Japanese companies are reluctant to share lists, especially with potential competitors. When lists are available and can be rented,  direct mail vendors will tend to pay anywhere from $.22  to $.75  per name,  three to five times as much as in the United States. Lists are often “dirty”; that is, they include a high number of incorrect, duplicate or out-of-date addresses. Most national lists are either compiled from paid subscriber publications or based on specific types of mail-order purchasers; many, though, are compiled from government and trade association directories, which means that people on the lists are not proven responders to direct mail offers and the addresses are often not up to date. Japan does not have a standard industrial classification (SIC) system like the United States or Europe, so refined segmentation by industry is difficult to find among national lists.  Procuring lists from Japanese owners is difficult, since the Japanese tend to not share information openly  with strangers.  Many  publications  are hesitant to rent their subscriber lists. Japanese consumers typically desire to meticulously inspect a product before deciding to buy it and demand a higher level of service. Nevertheless, because the Japanese receive relatively few direct mail pieces, direct mail is a unique medium.  Added to the increased penetration of credit cards, this is a viable promotional tool in Japan. Shop America joined forces with 7-Eleven Japan to distribute catalogs and place orders in the convenience stores; Shop America offered high quality brand name goods at thirty to fifty percent less than found in retail stores. 



*    *

Telemarketing



Telemarketing has become the largest direct marketing medium in the U.S. (2.6 percent of GDP) while considerably underutilized elsewhere in the world (1 percent of GDP in UK and Canada).  Factors to be considered when assessing how a country’s telecommunications network affects telemarketing include how much of the market is reachable by telephone, the availability of bulk-discounted outbound and inbound long-distance services, and the rate of improvement over time.  Cultural factors that influence the diffusion of telemarketing include approved methods of social interaction within a country, limited use of credit cards internationally (Only 20 percent of telephone orders in France can be charged because most French do not have credit cards), and population distribution. 


Telemarketing is a relatively new phenomenon in Japan. The 800-number concept (dialed 0120 in Japan) was only introduced in 1986 and is expensive, with merchants charged at the same rate as for commercial calls. The toll-free service (for consumers), when first implemented was rather expensive, even with rate reductions implemented later, it is not a bargain. Telemarketing has traditionally not been well accepted in Japan,  since the Japanese culture promotes privacy within the confines of one’s home and therefore, Japanese tend to resent strangers calling  their home at any time.  It is more successful in business-to-business marketing than in consumer marketing. 


Unlike North Americans, many foreign nationals use the telephone only for very limited and specific reasons, the phone is the last instead of first resort. In some countries, telemarketing cold calls are forbidden.  Others have restrictive privacy and consumer credit laws.  Some national telecommunication networks are government monopolies. Not unexpectedly, phone rates often are considerably higher outside the United States. Lack of a standard 800 system also inhibits growth of international telemarketing: in Spain it is 900, in UK  0800, in Norway 050, 020 in Sweden, and 0600 in Holland. In some countries, outbound telemarketing is illegal; in Germany, outbound calls can only be made to a company’s customers or to non-customers who have requested contact.  In France, telemarketing to consumers is limited by legal restrictions on list maintenance. 


In the early 1980s, the French PTT (Postal, Telegraph & Telephone) created the Minitel to replace the costly publication of annual telephone directories.  Millions of computers and modems are placed in private homes and businesses at no installation cost to the subscriber.  Subscribers pay the equivalent of $.10 per minute to access the directory.  Outside companies place products and service on the information for access by the subscribers.  Approximately 50 percent of Minitel households use their systems for interactive transactions and approximately 15 percent of all mail order (catalog) orders come from the Minitel system.  

*       **

Personal Marketing

 Door-to-door selling is popular in Japan. As many as half the cars sold in Japan are sold by door-to-door salesmen. Toyota Motor Corporation alone has more than 100,000 door-to-door salespeople (half as many as the entire sales force in the United States for all kinds of cars). Many Japanese car buyers never set foot in a dealership. Pitches are made and contracts are signed in people’s living rooms.  A typical Toyota salesman has 3,000 doors in his turf.  His book contains notes and details on over 370 customers to whom he has sold cars; many are repeat buyers.  He times his pitches to just before the customer’s car turns three years old or every two years thereafter. (That’s when the owner faces the government inspection system known as the shaken, which often can cost a Japanese owner  thousands of dollars  in repairs before the car  can be certified.) These extensive face-to-face meetings  establish trust long before business discussions begin. These relationships do not end with a sale; salesmen maintain constant contact with their customers.  There are calls after a purchase to inquire how the car is running, handwritten greeting cards, and special invitations for low-cost oil changes,  dealer events, and even driving schools in larger cities to help people obtain licenses.  Most new customers are introduced by a previous buyer.  Buying a new car is like joining a fraternity; once in the family, many never consider leaving.  It is not unusual for a salesman to follow a lead for a year or even longer, paying a visit to the prospective buyer’s home every month before a sale is finally made.   When the deal is sealed, the salesman may invite the family out to dinner and fit the car with an accessory as a “present.” The service department does its part in keeping the customer satisfied by bringing the car into the shop for the semi-annual checkups mandated by the Japanese Vehicle Code. The service department calls the customer when the maintenance is due and then sends a man around to pick up the vehicle and drive it to the shop. The vehicle is always returned washed and with its interior vacuumed. 


Network marketing, especially the home party approach, which involves gathering friends and relatives is popular in Japan. Japan is the largest and most competitive market in the world for direct sellers, representing more than half of the global volume with total sales of $34 billion in 1992. Amway is a remarkable success in direct marketing in the Japanese market. It has set up its own network of warehouses and a direct sales force.  Amway also set up its own distribution system, which uses independent distributors. Amway distributes over 200 consumer products, ranging from home care products to housewares to nutrition products. 


However, since the Japanese rarely invite strangers to their houses, this eliminates the familiar sales plan for home distributors as is typical for Amway.  So Amway’s alternative successful approach was to hold sales parties in local coffee shops instead. One advantage Amway has is that the Japanese rely strongly on the recommendations and experiences of friends and relatives; word of mouth and opinion leaders aid Amway in both selling and recruiting, thus playing to its strengths. Amway relies heavily on personal relationships with friends, neighbors, and relatives; this works only when the product is of good quality and earns quick acceptance. Only good products sell because distributors will not compromise personal relationships just to sell products. 


The ability to work for themselves has attracted would-be entrepreneurs and refugees from Japanese big businesses.  The attraction is the ability to earn according to how you perform, not according to one’s age or seniority.  In contrast to the United States, where many Amway distributors are retired, the majority of Japanese distributors  (2.5 million in 1994) are in their twenties and thirties.  In Japan, where one’s jinmyaku  (network of human contacts) is everything, network marketing such as that used by Amway thrives. Amway’s culture encourages group meetings and pep rallies, which only mesh more so with the Japanese culture. As a result of such effort and devotion, Amway sales in Japan has exceeded $1.5 billion (with double-digit increases for over a decade), more than one-quarter of the company’s worldwide sales are derived from Japan, nearly equaling that received in the United States (with net income approaching $200 million).  Amway’s direct distribution system bypasses the complex and multi-layered Japanese system, another advantage well suited to success in Japan.  Tupperware has also had great success in Japan in selling its products in the traditional Tupperware way.  Amway has had great success in selling its concept to new markets:  in the Czech republic, Amway signed up 25,000 Czechs as distributors and sold 40,000 starter kits at $83 each in its first two weeks of business in that country.



The experts said Avon would not succeed in its door to door sales in Mexico.  The Mexican  middle class housewife would be out of the home shopping and playing bridge.  The wall around the house would keep the saleswoman from reaching the front door.  When she rang the doorbell, the maid would not let her in.  Avon mounted a massive advertising campaign to educate the Mexicans as to what they could expect from the visits before sending its salespeople out.   Avon recruited educated middle class women as representatives and trained them well.  They were encouraged to visit their friends.  Since entering Mexico in 1990, Avon has built is sales force to 170,000 with sales of $370 million. 


Avon is also extremely successful in Thailand thanks to the inherent cultural bias of ‘obligation to one’s friend and the great difficulty of saying no when approached by someone directly.’  In many parts of Asia, direct selling is the ideal way since labor is plentiful and inexpensive, the cultural acceptance is there, and the marketing infrastructure is very weak.  In the Far East and Southeast Asia, Avon and other direct selling representatives rely mainly on extended family kinship patterns and go-betweens for contacts.However, Avon toned down its sales presentations in Britain because British Avon representatives disliked pressuring friends to buy. 
Avon’s Chinese ladies do not press doorbells as the door-to-door cold-calling technique used in the United States arouses suspicion in China.  Sales are made to friends, relatives, neighbors, and co-workers.  Avon ladies are invited in to the danwei  (communist work units) to give informal seminars on skin care, make-up and grooming skills.  American  women are big buyers of make-up, Chinese women go more for skin care products.



Acceptance of direct or network marketing varies cross-culturally.  Northern Europeans are not as enthusiastic.  Laws restrict market entry and access to homes.  The ideological climate is hostile since the countries tend to be more socialistic and the free enterprise spirit is not as prevalent. By way of contrast, Southern Europe, Italy and Spain are good arenas for network marketing.  Fewer worker protections and social welfare benefits exist in these countries.  These areas have growing informal sectors.  The family is more important and the extended family provides a fertile beginning for distributors. Mary Kay has also prospered in Russia; averaging $350 per month in a country with average incomes one-third as much.  Mary Kay’s Russia sales have relied on word-of-mouth to develop business.  


The Pacific Rim is an entirely different story.  In 1985, Japan’s one million distributors sold $11 billion worth of products. By 1995, direct selling in Japan had reached $30 billion. Taiwan had $1.7 billion and Korea had $1.3 billion.  Malaysia and Mainland China are rapidly growing markets.   Amway has shifted its international focus from Europe to the Pacific Basin. Why so successful?  Asian societies tend to be structured societies. Asians recognize status gradations in their every day life and have multiple social institutions, from the family to the firm, built on the notion of status hierarchy. Therefore, network marketing fits Asian preconceptions about the proper ordering of social relations.  Entrepreneurial spirit is strong in the area.  Relationship selling is how business is done in the Far East. Extended family networks make recruiting and selling easy. In China, being an employee is considered low status, everyone wants to be own boss.  


The concept of door-to-door selling is not equally accepted in all countries.  In some cultures, making a profit from selling to a friend, colleague, or neighbors may not be socially acceptable.  The ability to find suitable salespeople on a part-time basis may also be limited because of bans, legal or cultural, on women and students working part-time. 


For direct mail, accurate translation and knowledge of mail patterns are necessary.  This is also true for telemarketing.  For either to succeed, efficient infrastructure must be available in the target market.  In telemarketing and door-to-door efforts, if locals are not used, familiarity with not only the language, but the correct dialect and accepted telephone courtesy for the target market is mandatory
