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is that the business system in the West normally consists of sourcing,
production, marketing, distribution and customer service, while in the
Soviet Union decades of central planning have placed almost all of the
emphasis on production. For example, a couple of years ago the Soviet
Union produced 59 kilos of meat per head of population compared with
62 kilos in the US in the same year. Yet, there is a constant shortage of
meat in the Soviet Union and what is available is generally of poor quality.
Aer Rianta obtained an insight into this recently when attempting to set
up a reliable source of supply for its supermarket in Moscow. Its people
visited a Soviet collective farm and found vast herds of healthy cattle
and sheep. However, the slaughtering facility could only take one animal’
at a time and the process of portioning and distributing the meat was
highly wasteful.

Other influences of central planning include the lack of a relationship
between costs and revenues. For example, in many cases, the price at
which manufactured Soviet goods are sold over the counter to Russians
is the price at which the goods have been transferred from the factory.
In addition, the lack of incentive and an ingrained fear of failure
discourages innovation. The singular emphasis on production quotas
leads to disregard for most other factors. Aer Rianta has experienced
constant difficulties in obtaining adequate supplies of Russian products
because the production plan cannot adapt to the new markets created
for these products. Last year a Moscow distributor of a Russian-made
pick-up truck refused to sell one to the company because he had already
sold his quota for that quarter. He had a back yard full of unsold trucks,
but the paperwork involved in explaining away any variation from targets
was an overwhelming disincentive to him.

PEOPLE ISSUES

In many ways the greatest stumbling block for Aer Rianta has been the
lack of understanding of the concepts of service and quality. Many of
Aer Rianta's ventures involve provision of customer service to foreign
visitors. The concept of the customer as king is a somewhat alien notion
in the Soviet Union; those wishing to purchase goods or services are
treated more like supplicants than royalty. Shop assistants who control
access to goods usually see themselves as being in positions of power
and they act accordingly — a bit like some civil servants in the West.
There is a related problem for suppliers who wish to see their product
presented and sold in a proper fashion. The value of merchandising is
virtually unknown in the Soviet Union and Soviet products, even those
of the highest quality, are poorly presented. As demand almost always
exceeds supply, they presumably have never felt the need to enhance
the attractiveness of the products in any way. Changing these approaches
involves intensive reorientation and training of local staff as well as a
lot of role modelling by, in Aer Rianta's case, Irish management and front-
line staff. The employment of a large number of expatriate staff is however
expensive, so it is vital to the success of a venture that appropriate training
programmes for local staff are developed and constantly reinforced.

Further problems may arise regarding the remuneration and motivation
of staff. In Western society it is, of course, common practice to pay
commission to sales staff or to incentivise them in some other way; this
can pose difficulties in the USSR, particularly i the Soviet pariner
employs large numbers of statf on other duties. Comparisons between
incentivised and non-incentivised stalf can quickly lead to major
problems. Aer Rianta has therefore had to devise indirect incentive
systems, e.g. special training in Ireland for high-performing staff.

Reference was made earlier to missionary seal. It is vital to pick the right
people to set up any foreign business venture and this is particularly true
of the Soviet Union. The people chosen need not necessarily be already
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established as bright stars at home. Aer Rianta's experience is that the
best performers are self-starting members of middle management,
particularly those with a bit of individuality. The best approach is then
to empower them fully within broadly-agreed parameters. Because there
are so many obstacles to progress but, on the other hand so many
opportunities, the major talents required for those in the front line are
energy, commitment, patience, adaptability and a dogged will to get
things done. This particular management orientation is principally
required during the pioneering phase of a venture. Aer Rianta has a
growing need to consolidate and manage the outlets which are already
up and running. This is of course a different task to opening new frontiers.
Recognising the appropriate management style for different phases of
a project is crucial to success. In many cases not only is a different style
required but also different managers.

One of the primary concerns of Aer Rianta's Soviet partners was, and
is, the employment and training of their own people. Aer Rianta has found
Soviet staff are willing to learn and that they catch on very quickly. In
the early days the shops were staffed almost entirely with Irish people
but now the ratio is 75 per cent Soviet to 25 per cent Irish. Initially, Aer
Rianta trained Soviet personnel on site in Moscow but now it is
increasingly bringing groups of staff to Ireland for training. This has a
dual benefit in that a trip abroad is a tremendous incentive and valuable
skills are learned in the time spent in Ireland.

ABer Rianta has made very considerable progress from the initial stages
when it had fundamental difficulties in explaining the nuts and bolts of
retailing to its Soviet staiff. For example, one of the biggest selling Soviet
products in the shops is the Matrushka doll, a major souvenir item. When
Aer Rianta first began retailing in Moscow it found that these were in
great demand. However as it had not been allocated a quota within the
system, it was very difficult to get stocks. One of the Aer Rianta managers
eventually went to a Soviet shop, purchased its entire stock of Matrushka
dolls and proceeded to stock the duty-free shop, presenting the dolls
effectively for the overseas trade and retailing them at a higher price.
The Soviet staff could not understand why he had increased the price.
He explained that the mark-up was in order to recover costs and make
a profit. Their reply was, “For what purpose?”. However, as mentioned,
the Soviets learn and adapt very quickly and many now operate very
effectively at management level. In fact, the joint venture's senior manager
in Leningrad at present is a Soviet who has received extensive training
in the Irish Management Institute (IMI).

FINDING THE RIGHT PARTNER

It is an understatement to say that these are times of great change in the
Soviet Union. These changes can result in major shifts in power from
long established bodies to newer units; from centralised enterprise to
individual businesses or from central authority to regional or local
authorities. This trend is by no means uniform; there are occasional moves
in the opposite direction also. So in finding the right partner the first
crucial consideration is to try to ensure that the prospective pariner is
not made up of “yesterday's men”. This requires a great deal of local
knowledge and continuous analysis of trends. And it is always somewhat
risky. It takes a brave man to forecast individual winners in any part of
the USSR at present.

Secondly, it is necessary that both partners share the vision of What. the
joint venture is seeking to achieve. Both parties must share the same views
about the purpose of the enterprise, about quality, value-for-money, long-
term versus short-term profitability and so on. Aer Rianta's insistence
on high quality and good customer service has sometimes involved a lot
of effort to reach understanding with its partners. A few other practical
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points about choosing partners and location also arise. For example, lines
of authority were, until recent times, less complex in the regions than
in Moscow and therefore local groups could often move more decisively
than a big city partner. Now this situation is much more complex because
of the increasing moves towards independence in the regions. Registration
processes have become slower and more uncertain; there are disputes
between the regions and the centre about the authority to conclude
agreements, licensing issues, property rights and so on. For the moment
is is wise to move slowly in these areas.

When Aer Rianta first attempted to enter the Soviet market, one of the
main planks on which it sought to create competitive advantage was its
existing successful relationship with Beroflot. It had dealt closely with the
Soviet airline for over ten years and it found it to be extremely dependable
and trustworthy, keeping its commitments as a mafter of honour. The Soviets
seek these qualities in turn from their business partners and, while often
cautious and slow to trust, once a business commitment is maintained a
lasting relationship is formed. Aer Rianta has found all of its partners
enthusiastic and eager to obtain results, reliable in performing their part
of agreements, effective in resolving problems and tough but fair in
negotiations. Aer Rianta managers are continually amazed at the ability
of Soviet personnel to cope with the rapid changes taking place in recent
times in the regulatory and administrative framework in which they operate.
These managers are also impressed by the enormous ingenuity and
commitment they have met in a wide range of Soviet individuals whose
determination to achieve results in very trying circumstances would impress
any Western entrepreneur.

The company has made a virtue of adhering to agreed deadlines and this
has paid major dividends. When it signed its first agreement in February
1988 to open the Moscow duty-free shop by May Day, some local cynics
asked, “May Day of which year?” But the target was met. Word of the
company’s ability to deliver spread quickly, giving it an appealing track
record when negotiating deals in other regions of the country. Interestingly
on a social level, the company found that a great affinity built up between
the Irish and the Soviets. There are many similarities between the two
peoples, for example, an interest in politics, sport, conversation and a liking
for the occasional celebration. Both also like to tell jokes.

OVERCOMING DIFFICULTIES

One of the main problems when dealing in the USSR is the current non-
convertibility of local currency. One of the particular attractions of Aer
Rianta’s joint ventures in the Soviet Union, both from its own and its
partners’ viewpoint, is the potential to earn hard currency. Although many
of its customers are now Soviet citizens the majority of sales are to foreign
visitors and all retailing income is in hard currency. While there are
indirect benefits to the indigenous population in terms of hard currency
earnings and employment, the fact that Soviet citizens cannot purchase
Ber Rianta's goods for roubles is a problem which has to be addressed
in the longer term. While the trend in the USSR is towards greater freedom
for both foreign companies and local organisations, the transition to a
market economy and the subsequent convertibility of the rouble is likely
to be slow and problematical. In the short term Aer Rianta is constantly
seeking ways in which it can overcome the problem of access to the wider
market of the Soviet people. Also the company now has substantial
expenditure in roubles in its main businesses and requires an income in
roubles to handle this. The recent opening of the two-tier supermarket
venture in Moscow with some departments trading for roubles is a major
strategic development.

Soviet infrastructure, particularly roads and railways, is poor. Up to 60
per cent of the goods sold in the company's retail outlets in the USSR



Strategic Alliances in
Practice: The Case of Aer
Rianta and Aeroflot

is sourced overseas in countries as far apart as France and Singapore.
Logistical expertise has to be employed constantly to work out optimum
routings and to contend with the inadequacy of the Soviet infrastructure.
A turther difficulty involves Soviet legal restrictions on transferring goods
between one joint venture company and another. This has impeded
normal commercial distribution practices. As business grows, these
problems of warehousing and distribution will become greater.

Another source of difficulty which will arise in any joint venture is the
area of return-on-investment. Soviet and Western business people
obviously have different concepts about how to treat issues like capital
investment, the value of assets, inflation, interest, depreciation, gross
and net profits and so on. In terms of accounting practice, profit is often
perceived as an item to pay the wages; it is seen as a reward to labour
rather than to enterprise. However notions about the role and worth of
profit — like that of management practice itself — are changing.
Resolving these key issues requires great patience, understanding and
trust. But the rules are becoming a little clearer as the process of change
goes on.

SPRINGBOARD TO THE FUTURE

Aer Rianta began operations in the USSR in 1988 and had sales of IR£12
million in that year. In 1990 these sales reached IR£46 million. Profits
to date have more than repaid investment. In addition, 50 per cent of
the profits of the joint venture companies have gone to the Soviet partners
and this has helped to finance some of their infrastructural needs such
as the purchase of essential aircraft equipment and the construction of
a maintenance hangar in Moscow — a task undertaken by an Irish firm.
Indeed one of the further benefits of Aer Rianta's involvement in the Soviet
Union has been the opportunities afforded to other Irish companies, in
construction, design, food, clothing and so on, to do business in that
country. The company’s ventures now extend from the Finnish border
to Tashkent in Uzbekistan and include a diverse range of activities. As
we have seen, apart from retailing, it is involved in catering, in-flight
duty-free sales, construction, import/export, accommodation rental, and
even computer assembly. Iis overseas activities with Aeroflot have
reinforced the original relationship and have spread back to Ireland
where Aer Rianta now paints and refurbishes Soviet aircraft and is helping
with the marketing of Aeroflot services to the US. Aer Rianta has recently
acquired a hotel chain in Ireland and it is hoped that this will lead to
opportunities for further hotel management contracts and joint ventures

in the USSR.

The company's overseas activities are managed through a subsidiary
company called Aer Rianta International which in turn has entered into
joint venture companies in the Soviet Union with a number of partners
including Aeroflot, Intourservices, local authorities and others. These
joint venture companies (with names such as Intourianta, Lenrianta and
Kievrianta) are registered under Soviet law with various agreed
shareholdings. Both sides are paid above the line for various services
rendered, thus ensuring a regular cash flow, and profits are divided on
an agreed basis. As almost all of the revenue in the joint ventures to date
is in hard currency, the need for countertrade or barter arrangements
is minimised. All of the joint ventures are covered by carefully drafted
long-term legal agreements. Management boards drawn from both sides
oversee the running of each venture and to date these have successtully
resolved any issues which have arisen at an operational level.

Aer Rianta's success in the Soviet Union so far has been primarily due
to its distinctive market entry based on the successful relationship with
Aeroflot and then extended to other partners. Its direct know-how and
experience is in offering a full range of airport management and related
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services together with its existing reputation in the dyty-free industry.
Once established it was able to consolidate and expand by delivering
a business system based on:

@ Logistical ability in setting up new shops and meeting distribution
requirements.

@ Organising human resources and managerial structures
appropriate to the environment.

® Rigidly keeping commitments to its business partners.

@ Understanding and working within the constraints of the Sovief’
legal and administrative systems.

The uncertainties now facing the Soviet republics are obvious. Investment
and expertise are now required more than ever, creating major
opportunities for Western firms which are willing to enter the market for
the long haul. Aer Rianta has always taken a long-term view of its
involvement in the USSR. Iis policy is to give a fair deal to its partners
and to try to assist them from its experience over a wide range of activities.
For example, the company has often given free professional advice on
matters outside the scope of the joint venture agreements and this of
course helps to cement relationships. Aer Rianta has gained a foothold
in a number of strategic areas and is now constantly approached with
proposals for new ventures. It recognises that many of these business
opportunities will not recur. So while the company intends to maintain
a balanced portfolio of businesses, it also intends to grasp as many
opportunities as possible.

The company'’s track record is now a major asset in itself. Future success
will depend on its ability to achieve the proper balance between
consolidation and expansion, to continue to develop relationships with
the right partners, to protect its cash flow and to finance developments
on a prudent basis. But it will also depend on maintaining the spirit of
adventure that has brought it so far — it still needs people with a
combination of cool nerve and missionary zeal. Setting up ventures in
the Soviet Union can be highly profitable, once the regulatory and other
difficulties involved are overcome. The process of managing ventures
is frustrating and challenging, exasperating and delightful. The first joint
venture is the hardest. Aer Rianta's experience has been that it can take
a considerable length of time to complete a first joint venture agreement,
whereas additional agreements can be easier. This has something to do
with “learning the ropes” on both sides and also with the benefits of
establishing a reasonable track record. Mutual trust is an essential element
to trading in the USSR and a long-standing relationship with a Soviet
organisation may prove to be a vital asset. Success not only generates:
profits and opens up new doors, it also gives great satisfaction and helps
to develop mutual respect and admiration between the business partners
— and even the countries — involved.



Abstract

The changes taking place in
the European Community
are important for American
international competi-
tiveness. The imminence of
this Single Market has given
rise to fears among US
business managers of a shift
in competitive strengths, a
rise in protectionism and a
"Fortress Europe”. A study of
115 US business executives
by personal interview
examined their concerns,
perceptions and knowledge
of Europe 1992.

Less than a third of the
respondents rated themselves
as either familiar or very
familiar with Europe 1992. It
is apparent that many US
managers underestimate the
need for hard factual
information about the Single
Market. In examining func-
tional business areas it was
generally agreed that
marketing is the function
that will be most affected by
the Single Market.
Interestingly, within the
ambit of marketing, logistics/
distribution was perceived to
be the activity that would be
most affected.

Europe 1992: A US
Perspective on the
Implications for Business

Ronald S.]. Tuninga, Rutgers University, and
Arthur Sybrandy. Penn State University

The signing of the Single European Act by all twelve member countries
brings the European Community one step closer to the realisation of one
common market. This goal of a single European market will have major
implications for American business. For a number of years now, the issue
of a “Fortress Europe” has been raised in the popular business press,
in particular as a major concern of certain government officials. For
example, former US trade representative, Clayton Yeutter, was quoted
from a letter to EC officials as saying: “We welcome your efforts at
completing the internal market — but not if a single market leads to
increased external barriers”, (Riemer, 1988). William Johnson, CEO of
Scientific Atlanta Inc., said: "We are concerned about some indications
that Europeans would like this to be a reason to build a wall around
Europe” (Anders, 1989, p. 20).

This article examines the importance of this concern to US business
executives. The changes taking place in the European Community are
important for American international competitiveness. The combined
members of the EC are by far the largest foreign investors in the US and
play a major role in world trade. Further, the EC represents a sizeable
market. The imminence of this Single Market has given rise to fears among
US business managers of a shift in competitive strengths, a rise in
protectionism and a Fortress Europe. A study of 115 US business
executives in the Pennsylvania-New Jersey-Delaware region by personal
interview examined their concerns, perceptions and knowledge of Europe
1992.

THE IMPORTANCE OF EUROPE 1992 TO AMERICAN BUSINESS
Europe 1992 is important to American business for three reasons. First,
four of the 1988 top ten countries investing in the US are members of
the European Community (foreign direct investment in the US: Britain
101.9, The Netherlands 49.0, West Germany 23.8 and France 11.4 billion
dollars (Source: Department of Commerce)). Changes in the European
Community which influence the competitiveness of European companies
may therefore have a relatively large effect on investments in the US
market by these companies. For example, France's Pechiney company
president, Jean Martin Folz, said: “France needs a world strategy and
that's not possible if you are not strong in the US” (Toy and Peterson,
1989, p. 49). The president of Unisys in The Netherlands has stated that
he foresees an increasing level of international activity in his firm on
foot of the Single Market (Surplus, 1988). Other European firms are likely
to follow suit. This increased competitiveness of European companies
as predicted in the Cecchini report thus has implications for American
businesses operating solely in the US market, as well as for those
American companies that conduct business with(in) the EC. As Dudley
(1989) points out, “The combined advantage of a North American and
a free European Community market put a number of major European
companies onto a competitive global footing with their North American
and Japanese competitors.”
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Second, the EC commands 22 per cent of all world imports and 21 per
cent of world exports (not including intra Community trade. (Source:
Department of Commerce, 1984)) making it the world's largest trader.
Indeed this is one reason why protectionism is not likely to increase. The
EC has most to lose from reductions in world trade that would result from
a resurgence of protectionism. In this light fears of a “Fortress Europe”
seem unjustified. In the long term any protectionist measures would be
in the interest of neither the EC, nor the US. However, this does not mean
that there will be no short-term trade “problems” between the US and
the EC. P

Third, the European Community is the largest trading partner of the US.
Clearly, increased competitiveness of European companies has
implications for American companies in order to sustain their position
in both European and domestic markets.

RESEARCH METHODOLOGY

A questionnaire was used to obtain the data for this study. The
questionnaire consisted of several sections dealing with issues relating
to the perception of the “Europe 1992” programme. In one of the sections
respondents were asked to make six paired comparisons regarding the
effect of Europe 1992 on functional business areas. In addition, ten paired
comparisons regarding the effect on certain marketing activities were
presented. The final sections of the questionnaire were used to collect
demographic information.

Objective knowledge of the respondent was measured using a four-point
Guttman scale (Nunnally, 1978, p. 72). This scale consisted of four factual
questions on Europe 1992 in an ascending level of difficulty. This objective
measurement was later correlated with the respondent’s subjective
assessment of his knowledge in regard to the 1992 programme.

In various sections paired comparisons were utilised in order to allow
for the construction of an interval level scale based on Thurstone's law
of comparative judgement (Case V*) (Nunnally, 1978, Guilford, 1954,
Torgerson, 1958). Although the respondent is only required to choose
between two alternatives, this technique allows not only for the ranking
of stimuli, but also helps to describe the perceived distances between
these stimuli.

RESULTS

Sample Characteristics

In total, 115 executives in the New Jersey, Pennsylvania and Delaware
areas responded. Because the data was collected using personal
interviews, all questionnaires were usable, although some data was
missing in a few instances. The characteristics of the respondents’
companies are summarised in Table 1. The categories used to indicate
size are based on those applied by the Small Business Administration.
A large proportion of the sample includes relatively large companies,
i.e. companies with more than 499 employees and/or more than 100 million
dollars in sales revenue. Even though large companies form the largest
part of the sample, companies in each of the smaller categories are
represented.

Most companies involved in this study have some kind of European
involvement. Respondents of many firms indicated more than one mode

* Thurstone's Case V assumes that there is no correlation between responses to any pair
of stimuli and that the discriminal dispersions are all equal. The validity of these
assumptions is assessed by calculating a chi-square value.
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of European involvement: this is the reason why the percentages in the
second part of Table 1 add to more than 100 per cent. The distribution
of the various kinds of European involvement follows what would be
expected from conventional international business theory, i.e. exporting
is most important, followed by various forms of foreign direct investment.

Table 1
Characteristics of Respondent Companies
7

Size: Number of % Total sales % %
of employees (in million dollars)
1-19 10.7 <1 8.3
20-99 17.0 1-4.99 11.9
100-499 17.9 5-14.99 5.5
499- . B4.5 15-24.99 6.4
25-99.99 11.0
100- 56.9
European
involvement: % of firms
Exporting 50.4
Licensing 27.8
Sales subsidiary 31.3
Manufacturing 29.6
Other 23.5

Knowledge of Europe 1992

In order to determine the respondents’ familiarity with Europe 1992, a
twolold approach was used. First, the respondents were asked to rate
themselves regarding their knowledge of the programme on a five-point
scale, ranging from ‘“very unfamiliar” to “very familiar”. Second,
respondents were asked to answer four objective questions that formed
a Guttman scale. A respondent was deemed knowledgeable if three or
more answers were correct; since in this Guttman scale at least one of
the two more difficult questions had to be answered correctly in order
to be classified as knowledgeable.

Only 31.5 per cent of the respondents rated themselves as either familiar
or very familiar with Europe 1992. This is a low percentage, especially
in light of the fact that more than 50 per cent of the respondents’
companies were already involved in the European market. The objective
test scores showed that about 43 per cent of the respondents are actually
knowledgeable. This percentage actually overstates the case owing to
a “guessing” factor.

A cross-tabulation of the subjective self-rating with the results of the
objective Guttman scale was not significant. This result indicates that
a respondent’s knowledge and his or her perception thereof are not always
related. This implies that at least some US business managers do not seem
to realise that they need more factual information about the European
market. This information is all the more relevant considering that some
directives have already been implemented with consequent reverberation
in the marketplace.
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Perception of "Foriress Europe™

About 45 per cent of the respondents agreed with the statement that the
unification of the European Community will lead to a “Fortress Europe™
In an earlier Wall Street Journal article, this percentage was even higher,
estimated to be around 75 per cent (Wall Street Journal, 1989, p. 21).
Tt is clear that serious concerns about possible protectionist measures
exist. Surprisingly enough, a cross-tabulation of responses to the
statement with the objective test score did not show any pattern. Based
on current perceptions either position regarding “Fortress Europe” can
be supported, indicating that much uncertainty about European
developments still persists. ’

Knowledge about Europe 1992 and European Involvement

A breakdown analysis of the percentage of sales generated by European
involvement by the respondents’ self-rating regarding knowledge of the
Europe 1992 programme showed the expected pattern; respondents whose
companies were more involved in the European market rated themselves
more knowledgeable. The Guttman scale results, measuring knowledge
objectively, showed the same pattern; a greater percentage of European
sales was accompanied by a better knowledge of the respondent (see
Table 2). When examining the percentage of foreign sales by both self-
rating and objective measures of knowledge about Europe 1992 a similar
pattern was observed. Again this is what one would expect.

Table 2
Breakdown of European Sales (as percentage of total sales) by Knowledge about
Europe 1992

Self-rating: Percentage European sales: Percentage foreign sales:
Very unfamiliar 8.9 18.6
Unfamiliar 8.6 11.9
Neutral 10.8 27.6
Familiar 15.5 23.5
Very familiar 24.6 37.4
Obijective test score: Percentage European sales: Percentage foreign sales:
1.0 8.8 17.5
2.0 7.4 18.2
3.0 16.1 26.3
4.0 25.0 42.3

Importance of Different World Regions

Further analysis of the survey data was performed separately for the
respondents deemed knowledgeable (three or more questions answered
correctly, 40 respondents) and those not knowledgeable (less than three
answers correct, 53 respondents) as determined by the “objective test
score” described above. For some respondents a test-score could not be
calculated owing to missing data. These respondents were excluded from
the analysis (22 respondents).

When managers were asked to compare areas in the world impacting
on US business, the order of the scale values as calculated using
Thurstone's law of comparative judgement was the same regardless of
knowledge about Europe 1992 (see Table 3). In all cases the European
Community had the highest scale value closely followed by Japan. This
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perception of US managers is consistent with the trading facts (Source:
FDI, exports and imports). If the EC is this important to US business then
it is surprising to find that only 31 per cent of the American managers
perceive that they are familiar with the Europe 1992 programme and only
43 per cent of the respondents can answer three or more questions out
of four about Europe correctly. If the EC is the most important region
in which developments are seen to impact most on US business than this
lack of knowledge is unacceptable and dangerous.

Table 3

Scale of Importance of World Regions as Perceived by US Managers by Knowledge
about Europe 1992

Geographical area: Scale values
Not
knowledgeable Knowledgeable All

USSR 0.000 0.000 0.000
China 0.310 0.209 0.348
Pacific Rim 0.399 0.514 0.499
Japan 0.948 0.946 0.931
European Community 1.027 1.177 1.074
Chi-square” 8.366 5.505 10.969
with 6 degrees of freedom p>0.10 p>0.10 p>0.05

* Note: A low chi-square value indicates a valid scale. This is contrary to general usage;
less significance indicates a better scale.

Importance of EC Barriers

The removal of physical barriers were indicated to be of the least concern
to all respondents. This was the case regardless of the level of knowledge.
The interval separating fiscal and technical barriers was relatively small,
indicating that removal of these barriers was perceived to have an almost
equal impact on US business. However, it should be noted that for those
managers who were knowledgeable, the technical barrier removal was
slightly more important than the removal of fiscal barriers. The reverse
was observed for those not knowledgeable. This general order of the scale
values for the three types of barriers is not unexpected. Technical and
tiscal barriers have direct impacts on, for example, product design and
pricing, whereas physical barriers are often dealt with by international
specialists such as freight forwarding companies.

Table 4
Scale of Importance of Barriers as Perceived by US Managers by Knowledge about
Europe 1992

Type of barrier: Scale values
Not
knowledgeable Knowledgeable All

Physical 0.000 0.000 0.000
Fiscal 0.394 0.350 0.405
Technical 0.376 0.372 0.429
Chi-square* 0.032 0.008 0.135
with 1 degree of freedom p>0.10 p>0.10 p>0.10

* Note: A low chi-square value indicates a valid scale. This is contrary to general usage;
less significance indicates a better scale.
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The Effect on Functional Areas

US managers perceived marketing to be the functional area that will be
most affected by the 1992 programme. The final scale values rank the
various functional areas in the same order regardless of the knowledge
of the respondents. However, those that are knowledgeable are clearly
more concerned with the implications for marketing than those who
scored low on the objective test. The evaluation of marketing strategies
for the European market should thus be a high priority for American
companies.

Table 5 a

Scale of Importance of Functional Areas as Perceived by US Managers by Knowledge
about Europe 1992

Functional area: Scale values
Not
knowledgeable Knowledgeable All

Personnel 0.000 0.000 0.000
Finance 0.327 0.386 0.333
Production 0.576 0.638 0.590
Marketing 1.262 1.621 1.4058
Chi-Square” 1.632 3.351 2.744
with 3 degrees of freedom p>0.10 p>0.10 p>0.10

* Note: A low chi-square value indicates a valid, internally consistent scale. This is contrary
to general usage; less significance indicates a better scale.

Regional differences will continue within the Community and will demand
creative approaches on the part of US marketers to win business. It is
clear that consumers will not change overnight; one such example is
provided by the Commission itself. The European Commission took 25
years to set a range of standards on jam because of a wide variation of
tastes and convention. By 1989 the EC still could not get any agreement
on mayonnaise, sausage or beer (Browning, 1989). Knowledge about
changing European consumer demands should therefore be paramount
for suppliers to the European market. This will be more of a challenge
for those American firms which do not have a local presence in Europe.
If marketing is key, then a marketing information system providing inputs
to marketing strategy elements such as products/services, market
segments and the marketing mix should be a priority for American
businesses.

The Effect on Marketing Activities

Respondents were asked to indicate for each of ten-paired comparisons
which marketing activity would be most affected by changes in the
European Community. It is interesting to note that the order of scale values
calculated based on Thurstone’s law of comparative judgement (Case
V) gave different results when taking into consideration the knowledge
of the respondents. Those knowledgeable ranked promotion/advertising
and product development in a reversed order from those considered not
knowledgeable. A similar result occurred for pricing and logistics/
distribution. The overall scale values of the group as a whole are consistent
with those of the knowledgeable group.

In examining the results for the knowledgeable group the scale can be
divided into three parts. Logistics/distribution is perceived to be by far
the most affected marketing activity. The second part of the scale includes
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product development and pricing, which are perceived to be atfected
in a similar manner. The third part of the scale includes marketing
research and promotion/advertising, considered to be least affected. The
not knowledgeable group judged logistics/distribution and pricing to be
most atfected. Marketing research, promotion/advertising, and product
development were judged to be substantially less affected.

Table 6
Scale of Importance of Marketing Activities as Perceived by US Managers by
Knowledge about Europe 1992

Marketing activity: Scale values
Not
knowledgeable Knowledgeable Al

Marketing research 0.000 0.000 0.000
Promotion/advertising 0.071 0.112 - 0.123
Product development 0.033 0.204 0.140
Pricing 0.245 0.276 0.319
Logistics/distribution 0.236 0.393 0.334
Chi-square” 5.983 0.736 4.097
with 6 degrees of freedom p>0.10 p>0.10 p\> 0.10

* Note: A low chi-square value indicates a valid, internally consistent scale. This is contrary
to general usage; less significance indicates a better scale.

CONCLUSIONS

Changes in the European Community are important for American
international competitiveness. Combined the members of the EC are by
far the largest foreign investors in the US and play a major role in world
trade. Further, the EC represents a sizeable market.

Many have voiced a fear of the development of a “Fortress Europe”. A
questionnaire was used to assess the perception of American business
people regarding the Europe 1992 programme. It was found that most
companies in the sample had some kind of European involvement.

Surprisingly, it was found that many respondents had no or little
knowledge of the Europe 1992 programme. Further, results indicated a
low correlation between the respondents’ actual knowledge and their
perception thereof, indicating that more factual knowledge is needed.

In addition, many respondents indicated that the European Community
is the most important region in the world with respect to American
business.

When examining functional business areas it is generally agreed that
marketing is the function that is and will be most affected by the Europe
1992 programme. In addition it was found that those people
knowledgeable about the changes in Europe expect the logistics/
distribution activities to be affected most of all. Tuninga (1989) examined
those directives directly related to the transport sector and concluded
that the restructuring of industries will have implications for the flow of
goods and services far beyond the European Community.

In light of the above findings, American business should study the
developments in the European Community more closely. The information
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gathered should be an important input into the strategic planning process,
not only for those businesses involved in the EC directly, but also for
others, whose domestic competitive situation will change as a result of
the changing European business landscape.
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