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Abstract

Past research has expressed doubt on the relevance of the country of origin (CoO) of
products, brands and services in evaluating and/or consuming them. The present study
has analysed the influence of the image of the CoO of a brand on the image of the brand
itself and the intention to get in contact with it via a multicountry study. Our results
provide strong support to the ongoing economical importance of CoO. It could be
proved that the more consumers are (made) aware of the (desired) origin of a brand, the
higher the magnitude of above-mentioned influence is. Furthermore, the effect of a
series of variables on the evaluation of countries and brands and intention to consume
the latter has been tested for. It has been found that higher levels of consumer
ethnocentrism do not necessarily lead to derogation in the evaluation of foreign
countries and brands, as well as behavioural intention towards the brand. Furthermore,
sociodemographic characteristics of consumers were found to have no consistent
influence on either of the three. Additionally, results reveal that higher familiarity with a
country or an industry does not necessarily lead to a more positive evaluation of
associated brands. Altogether this piece of work provides important insights on the
functioning of the CoO cue and associated constructs, them being valuable to both,
researchers and marketing practitioners. Academics get valuable insights into the
functioning of CoO effects and find further proof for its’ relevance. The latter can use

the results in developing the communication strategy for their brand(s).
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Introduction

1. Introduction

Hiagen-Dazs is Danish, Coca Cola American and Red Bull also emerges from the US.
Two out of these three statements are wrong. Which ones, due to the fact that Coke may
be characterised as the most American of all American brands, seems to be an easy
guess. However, when not in possession of this knowledge, all three origin definitions
may be judged as correct, due to various reasons. Hiagen-Dazs is actually American
and chose this brand name to sound European and therefore be associated with the
according image. Red Bull is Austrian but clearly refrains from using any origin cue
whatsoever. Austrians know where it comes from and (most of) the rest of the world,

due to its’ trendy and hyper-modern image, think it to be American.

“Origin information is provided to consumers through hundreds of thousands of brand
and company names, promotional messages, product labels, and other means, whether
directly or through symbolism. In short, the images of countries and their relationships
with products are an integral part of daily life” (Papadopoulos, 1993, p. 16). The usage
of origin information, however, is not just a recent development. It has “played a
significant role throughout history in enabling people to identify, classify, assess, think
of, and act upon phenomena and objects” (p. 9). Examples therefore are definitions like
Greek mythology, Russian roulette, London Fog, British rock, or Mexican standoff.
Furthermore, associations like German engineering, Japanese technology, Danish and
Swiss chocolate or Afghan rugs, further accentuate the usage of origin references for

products (Papadopoulos & Heslop, 2002).

In this context it is essential for companies and organisations, as well as academic
researchers, to know how and to what extent the origin cue influences the evaluation of
brands, product and services as well as the decision to buy them. This is of utmost
importance, especially in situations where the country of origin (CoO) is constantly

being communicated by the company or organisation.

One such example is companies bearing their CoO in their corporate brand name (e.g.:
American Apparel, Gaz de France, Russian Standard Vodka, Holland Blumen Mark,
Deutsche Bank). These companies have no choice but to constantly communicate their

Co0, as the following quote from an article in the German magazine “DER SPIEGEL”
1



Introduction

about Deutsche Bank illustrates: “Its’ position as ‘Germanys’ biggest and most
successful financial institute [...] is by no means a simple one. Already the ‘Deutsche
[Editors’ Note: German]’ in its’ name leads to a ‘rather distant relationship’ among
many people” (Kazim, 2008). So, even though a brand may possess of a very strong
image itself, its’ CoO may still bear significant (positive or negative) influence. It seems
only reasonable to conclude that the influence CoO has on a brand is higher for
companies having their origin embedded directly in their corporate brand name (and are

thus constantly communicating it), than for companies, where this is not the case.

What is suggested above, however, lacks scientific confirmation. Even though CoO and
its’ implications are “arguably the most researched field in international marketing”
(Heslop et al., 2008, p. 356), the impact on companies presumably being most
confronted with the so called country of origin effects (CoE)' (i.e., those having their
CoO embedded in their corporate brand name) has not yet seen attention in scientific

literature.

Furthermore, existing CoO literature has been rather product-oriented regardless of the
increasing importance of the service industry in global economy (Harrison-Walker,
1995; Pecotich et al., 1996; Ahmed et al., 2002; Jaffe & Nebenzahl, 2006; d'Astous et

al., 2008), this representing another gap in academic research.

1.1 Research Objective

This thesis seeks to strengthen knowledge of CoE in the service industry and close
aforementioned literature gaps. It will be analysed whether the influence of CoO on a
brand differs when the origin cue is embedded in the corporate brand name, compared

to when this is not the case.

This work is based upon a multinational quantitative study comparing the influence of
CoO and several other constructs, past research has proven to carry substantial influence
on brand image (brand origin recognition accuracy, the image of the industry, different

types of familiarity, sociodemographic characteristics and consumer ethnocentrism).

" Defined as ,,The effect an image of a country has on brands or products related with the country* (Jaffe
& Nebenzahl, 2006, p. 31)
2



Introduction

The results of this work are beneficial to both, academics and practitioners. Researchers
can extract knowledge about CoE when CoO is visibly and prominently integrated in
company essentials. Furthermore the knowledge on CoO in the service industry is
deepened. Marketing practitioners, on the other hand — especially those of companies
having the CoO embedded in the corporate brand name — can use the results of this

study when deciding on their overall communication strategy.

1.2 Structure

This thesis is divided into 7 parts. Chapter 1 has given you a principal introduction on
the basics and aims of this piece of work as well as the reason of it being of importance

to marketing researchers and practitioners.

Chapter 2 provides an overview on the theoretical background for this thesis. Starting
with an introductory part on history and importance of CoO, it will then cover the

essentials on the other constructs relevant in this piece of work.

Chapter 3 covers the research questions this thesis is addressing as well as the

hypotheses the author has developed.

Chapter 4 covers the technical, i.e., methodological framework including research
method, sample and questionnaire. The chapter concludes with an overview on how the
data from aforementioned questionnaires has been analysed as well as possible

limitations of these procedures.

After having provided the reader with the necessary technical background, Chapter 5

deals with the results having emerged from the empirical study.

In the following part — Chapter 6 — these results are being discussed and the according

implications on academic research as well as marketing practitioners shown.

Chapter 7 provides a short summary of the findings of this thesis. Furthermore,

limitations of this work are covered as well as avenues for further research shown.



Literature Review

2. Literature Review

The aim of this chapter is to provide the essential theoretical background on the
constructs used and analysed in this thesis. First, the concept of country of origin (CoO)
is presented, putting a special focus on its relevance and effect. Second, the interaction
between CoO and brand is discussed. The third section covers the implications of
consumer sociodemographics and attitudes. In the last part, the influence of the various

types of familiarity is discussed.

2.1 Country of Origin

The French are well renowned for their expertise in wine and food. Italy and France are
leaders in fashion. The finest cigars are from Cuba. Japan excels in technology, as do
the USA. And if a watch originates from Switzerland, it automatically is judged to be of
good quality.

These common beliefs show that the origin of a product bears important information
about the very product (e.g.: Papadopoulos & Heslop, 1993; Verlegh & Steenkamp,
1999; Ahmed et al., 2002; Roth & Diamantopoulos, 2008), probably working “similar
to a brand name” (Ittersum et al., 2003, p. 223). But what is the CoO? It is usually
defined as the country “which consumers typically associate with a product or brand,
irrespective of where it is actually manufactured” (Usunier, 2006, p. 62). In other
words: It is the country that comes to ones’ mind, when being confronted with a certain
product, service, brand or company. The actual origin(s) therefore bear(s) only little
relevance (c.f.: 1. Introduction). Many researchers have claimed that the term country of
origin is both, too broad and too narrow at the same time, with it being necessary to also
include bigger entities (e.g.: European Union) or smaller ones (e.g.: cities, regions)
which may even span over political borders (e.g.: Roth, 1995; Ittersum et al., 2003;
Jaffe & Nebenzahl, 2006). Therefore, when the term country is being used in this thesis,

it also incorporates geographic entities of different dimensions.

CoO tags bear a huge amount of information, enabling us to “identify, classify, assess,
think of, and act upon phenomena and objects” (Papadopoulos, 1993, p. 9). It is “to a

product what ‘occupation’ is to a new acquaintance we make at a party: we sort of have

4
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to ask about it [...] to put our new friend in context” (Papadopoulos & Heslop, 1993, p.
xxii). In other words, CoO provides us with some sort of an anchor in a highly
globalised world (Roth & Romeo, 1992). Consumers use the CoO cue to “to form
preferences and purchase decisions, but it also elicits emotions, feelings, imagery, and

fantasies” (Verlegh & Steenkamp, 1999, p. 522).

Following Papadopoulos (1993), the CoO of a product and/or brand can — apart from
the physical made-in label — be communicated via several methods (c.f.: Harrison-
Walker, 1995; Brodowsky et al., 2004). First the CoO may be an integral part of the
company’s (corporate) brand name as is the case with, for example, American Airlines
or Deutsche Bank (c.f.: Pecotich et al., 1996; 2.2.1 Brand Image as a Summary
Construct). Second, the company and/or brand may already be strongly associated with
a certain country, such as Coca Cola (American) or Sony (Japan). Third, a specific
language may be used in worldwide corporate communication. Giorgio Armani evokes
(correct) associations to Italy. Hiagen-Dazs, as aforementioned, uses this strategy to
(wrongly) be judged a Danish/Scandinavian brand. This effect can be accentuated by
using the language in the corporate claim, a method that in recent years has been used
e.g., by car manufacturers. Audi advertises with Vorsprung durch Technik
(Advancement through technology), Volkswagen uses Das Auto (THE car) and Renault
communicated itself as créateur d’automobiles (creator of cars). Fourth, companies may
use country-symbols in order to strengthen country associations. One of the best
examples therefore is IKEA, it not only using an animal strongly associated with its’
home country Sweden (the elk) but solely using the colours of the Swedish flag (blue,

yellow) in their logo, store design, communication material, etc. (Papadopoulos, 1993).

2.1.1 Relevance of CoO

Corresponding to above-mentioned examples, past research strongly suggests that CoO
has a significant effect on product evaluation (e.g.: Han, 1989; Roth & Romeo, 1992;
Papadopoulos, 1993; Peterson & Jolibert, 1995; Liu & Johnson, 2005).

In the beginning days of CoO-research, the focus has merely been on proving that
country of origin effects (CoE) exist (Bilkey & Nes, 1982; Papadopoulos, 1993;
Peterson & Jolibert, 1995; Usunier, 2004). Since then the field has evolved to, as

already mentioned, “the most researched field in international marketing” (Heslop et al.,

5
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2008, p. 356), with “over 1,200 published works” (p. 356) on this topic (see literature
reviews by Bilkey & Nes, 1982; Papadopoulos, 1993; Baughn & Yaprak, 1993,
Al-Sulaiti & Baker, 1998; Verlegh & Steenkamp, 1999; Roth & Diamantopoulos,
2006).

The ever-recurring question is as to whether CoO is — consciously or subconsciously —
noticed and used by third parties. “Nearly every country of origin study has assumed
that consumers look for the made-in label when judging the characteristics of a product”
(Jaffe & Nebenzahl, 2006, p. 80, c.f.: d’Astous & Ahmed, 1999). This assumption is
criticised by Jean-Claude Usunier (2006), stating that the relevance of CoO has become
“factual common knowledge” (p. 63), even though its’ real world relevance is
decreasing (c.f.: Samiee et al., 2005). For Usunier (2006) several issues have to be
addressed in order to “assess possible discrepancies between COO research and the
‘real world’” (p. 63). Following his line of argumentation it is to be questioned, whether
(1) information on CoO is available at all (2) consumers even use it and (3) CoE

withstands the rise of importance of multinational brands.

“For customs officers, it is now sufficient to have the origin mentioned in customs
documents rather than on the merchandise itself. Consequently, consumers are less
informed about the origin of products, especially when it is unfavourable” (Usunier,
2006, p. 63; c.f.: Samiee, 2010). In fact, at the beginning of the 21* century, a proposal
of Confindustria, an Italian employers’ federation, on mandatory origin declaration for
products imported into the European Union and the introduction of a Made in the EU
Label failed due to opposition of Germany, the UK and the Netherlands (Samiee, 2010).
However, in some of the most economically important countries (USA, Canada and
China) the majority of imported products require origin labelling (Confindustria, 2005).
Furthermore the focus on origin declaration on merchandise reduces CoO to the
identification tag on the inside of a t-shirt. As already mentioned, the origin cue works
via different channels, the mere presence on the product being only one of them. Of
course “the key question is whether the producer elects to emphasize a particular cue
beyond the point necessary by legal requirements” (Papadopoulos, 1993, p. 14).
However, it is argued that marketers often use the origin cue for differentiation of their
products due to the possibility of worldwide production and standardization
(Papadopoulos & Heslop, 2002). Niss (1996), for example, studied the usage of origin

information in Danish companies, interviewing decision makers in top or middle

6
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management in a variety of industries. His results indicate that origin cues are used (1)
mostly where the image of the CoO is “considered suitable for the specific type of
product on offer” (p. 14), i.e., when it matches with desired product positioning and (2)
more frequently in the beginning stage of the product life cycle, gradually turning to

brand-name marketing in later stages.

When looking at the proposed decrease in real world relevance, numerous examples
prove CoO to still bear significant importance (Ittersum et al., 2003). For example,
Ettenson and Klein (2005) found French nuclear testing in the South Pacific to have had
significant influence on the intention of Australians to purchase French products,
concluding “a firm may find itself mired in an unforeseen marketing crisis stemming
from a controversial event external to the firm and its marketing activities” (p. 200).
Other examples, such as the call-back of over 4.5 million cars by Toyota in 2010, show
that actions of one single company can affect the image of a whole country (Austin,
2010; c.f.: Jaffe & Nebenzahl, 2006). Furthermore country image campaigns like
Germany — Land of Ideas, 100% Pure New Zealand or South Africa — Alive with
Possibility show that all over the world countries engage in shaping and reshaping their
image in order to foster tourism, investment and exports (Papadopoulos, 1993; c.f.:

Jaffe & Nebenzahl, 2006).

Now, do “consumers still attach importance to the country where a product is
manufactured?” (Usunier, 2006, p. 63). The author bases his assumption on the majority
of people neither knowing nor caring about the country of manufacture (CoM) of
products on several studies prima facie supporting his point of view. However, when
examining more closely the products in question, one finds that with e.g. apparel and
household appliances, his assumption is derived from low-involvement® goods only.
Ahmed et al. (2004), analysed the impact of CoO, brand and price on the evaluation of
food products, concluding that CoO “does play a role in consumers’ evaluation of low-
involvement product but its effect is weak™ (p. 112). However, even though, according
to Josiassen et al. (2008), consumers place even less importance on the CoO cue, when
evaluating high-involvement products, as opposed to their low-involvement
counterparts (c.f.: Schaefer, 1997), this view is being contradicted by the majority of
researchers. Ahmed et al. (2002), analysed CoO effects in the services industry and

* involvement defined as: “A person’s perceived relevance of the object based on inherent needs, values,
and interests” (Zaichkowsky, 1985, p. 342).
7
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stated, that in situations which “constitute a higher risk for the consumer” (p. 295) the
CoO cue may be of higher importance than in low risk (i.e. low-involvement) situations
(c.f.: Zaichowsky, 1985; Papadopoulos, 1993; Ittersum et al., 2003; Lin & Chen, 2006;
Michaelis et al., 2008; Zeugner-Roth & Diamantopoulos, 2010). Furthermore, the afore-
mentioned study of Confindustria in Italy, France, Germany and the UK, revealed that
consumers are indeed interested in the origin of products, saying that it provides more
information (agreed by approximately 80% of respondents) and helps detecting
products emerging from countries engaging in e.g. child labour (agreed by 70-80%)
(Confindustria, 2005). Brodowsky et al. (2004), state that “[i]Jn an atmosphere of
renewed patriotism [...] Americans are once again talking about where products are
made” (p. 729 f.) and find CoO to be a “moving but not irrelevant target” (p. 730).
Cordell (1992) found 69.2% of US-respondents to seek CoO information at least for
some purchases and Papadopoulos & Heslop (2002) stated consumers to use origin cues
“to ’chunk’ information, reduce perceived risk and assess the social acceptability of

their purchases” (p. 296).

Another criticism of the validity of CoO is rooted in globalization (Usunier, 2006). This
development has brought forward a vast number of products whose actual origin cannot
be clearly defined, so-called hybrid products (e.g.: Haubl, 1996; Al-Sulaiti & Baker,
1998; Ahmed et al., 2002). It is argued that, due to the influence of CoM, country of
brand (CoB) or country of design (CoD) (c.f.: Papadopoulos & Heslop, 2002; Jaffe &
Nebenzahl, 2006), the relevance of CoO is constantly declining (Usunier, 2006).
However, following the definition of CoO as the country “which consumers typically
associate with a product or brand, irrespective of where it is actually manufactured”
(Usunier, 2006, p. 62, c.f.: Ahmed et al., 2004; Jaffe & Nebenzahl, 2006), globalization
provides companies with a wide choice of possible countries of origin (e.g.:
Papadopoulos, 1993; Klein et al., 1998; Verlegh & Steenkamp, 1999; Brodowsky et al.,
2004; Jaffe & Nebenzahl, 2006). The American brand Apple, for example, is, regardless
of where their products are being manufactured, branding them as designed by Apple in
California. This development, the focus on CoB or CoD rather than on the actual
product origin has become a widespread phenomenon for multinational companies (e.g.:
Verlegh & Steenkamp, 1999; Usunier, 2006; Usunier & Cestre, 2007; Koubaa, 2008;

cf.: 2.2.1 Brand Image as a Summary Construct).
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However, even though “[t]here is enough evidence to confirm that origin does matter
[...], people do not like to admit that it does” (Heslop & Papadopoulos, 1993, p. 68 f.;
c.f.: d’Astous & Ahmed, 1999). An explanation for this can be found in Liu & Johnson
(2005), who prove CoO to also work on a subconscious level. “Consumers’ reluctance
to admit the influence of COO may [...] reflect the limitations of their abilities to
discern the sources of influences on their evaluative judgments, rather than that of COO
effects per se” (p. 87). CoO may even influence evaluations and decisions of individuals
originally possessing of enough information to not have to rely on additional sources.
Alba & Hutchinson (1987) hypothesise that simple repetition of tasks may lead to
automatic information processing, even more so when the environment is complex. This
leads to the conclusion of CoO not only bearing enough real-world relevance to allow
for further investigation but probably even being “more powerful than what has

traditionally been thought and detected” (Liu & Johnson, 2005, p. 95).

2.1.2  Country of Origin Image

In order to analyze why consumers prefer products or brands from one country in
comparison to another, emphasis has to be put “on the perceived image of the countries
involved” (Roth & Diamantopoulos, 2008, p. 2), as opposed to the mere presentation of
the CoO cue itself.

For “the individual, the image represents the object, or even is the object” (Jaffe &
Nebenzahl, 2006, p. 14; c.f.: Papadopoulos, 1993). Images bear a high explanatory
power of how people feel and act vis-a-vis certain stimuli, regardless of them being an
actual product, a brand, country, situation or person (Jaffe & Nebenzahl, 2006). They
help in classifying objects and therefore are useful if not even necessary in coping with
the increasing complexity of today’s society (Papadopoulos, 1993) thus bearing high
importance for marketing practitioners (Parameswaran & Pisharodi, 1994; Jaffe &

Nebenzahl, 2006).

In a recent paper, Roth and Diamantopoulos (2008) analysed the different definitions of
country of origin image (Col) in the literature. They found that the sum of 20 definitions
could be put in three groups: (1) general image of countries, (2) image of countries and
their products and (3) image of products from a country. The first group offers the most

comprehensive view on Col, it consisting of products as well as for example
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economical, historical and cultural factors. The image of countries and their products,
the so-called product-country image (PCI) on the other hand is restricted by only
focusing on countries as origin of products. Even though this theory is partly supported
by findings that Col varies with the product categories in study (e.g.: Bilkey & Nes,
1982; Roth & Romeo, 1992) it still does not capture the whole of the Col construct. The
third group offers an even more restrictive view, as it focuses only on the products of a
certain country and therefore is much more related to product image (PI) than it is to

Col (Roth & Diamantopoulos, 2008).

Following image theory, Roth and Diamantopoulos (2008) conclude that an image
should comprise a cognitive (degree of industrial development, political climate, etc.)
(c.f.: Parameswaran & Pisharodi, 1994; Jaffe & Nebenzahl, 2006) as well as an
affective (i.e., emotional) facet (c.f.. Heslop et al., 2008). The conative aspect
(behavioural intention towards the country) is more of an outcome of the other two and
thus should not be part of Col. Only a few definitions meet the criteria of (1) measuring
the general image of countries and (2) including (only) cognitive and affective facets
(Roth & Diamantopoulos, 2008), the most straightforward being by Verlegh (2001). His
definition of Col as “a mental network of affective and cognitive associations connected

to the country” (p. 25) will be used in this thesis.

Of ongoing interest to researchers is, how Col is formed, especially, since images of
places are “not directly under the marketer’s control” (Papadopoulos & Heslop, 2002,
p. 295; c.f.: Parameswaran & Pisharodi, 1994; Kim, 1995). Researchers argue, that it is
based upon “general knowledge about countries picked up everywhere from geography
class [...] to daily newspapers and TV documentaries, friends and co-workers [...], and
direct experiences from visits to the country” (Heslop & Papadopoulos, 1993, p. 63) and
the consumption of products originating from that country (Niss, 1996; Laroche et al.,
2005; Nadeau et al., 2008; d’Astous et al., 2008). It is widely recognised that the
economic, political, and cultural characteristics bear significant influence on Col (e.g.:
Wang & Lamb, 1983, Lee & Ganesh, 1999; Jaffe & Nebenzahl, 2006), leading to a bias
against products from low-developed countries (Bilkey & Nes, 1982; Han & Terpstra,
1988; Heslop & Papadopoulos, 1993).
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2.1.3  Measurement methods of Col
Roth and Diamantopoulos (2008) further examined the existing measurement scales of
Col. They identified a total of “30 studies with a concrete measure of country image”

(p. 728) 18 of which are “really different from one another” (p. 733).

One interesting stream of scale development covers the personification of Col. Chao
and Rajendran (1993) tried to capture Col by evaluating “consumers feelings towards
COO through their evaluation of individuals who are presumed to own products of
different national origins” (p. 23). They compared the impact, domestic and/or foreign
product ownership had on the image of a college professor vis-a-vis a plant foreman.
This approach is criticized by Nebenzahl et al. (2003), stating “the reference to specific
hypothetical consumer types limit[s] the potential range of responses” (p. 385). In the
same paper they propose a more detailed personification scale. Respondents were asked
to describe a person buying products from a certain country. Since “the country is the
only cue provided to respondents, all attributes reflect back to products made in that
country. Thus, the scale captures not only normative, but also emotional and social
dimensions that consumers attribute to these products” (p. 400). However, Roth and
Diamantopoulos (2008) criticize it as being unclear, which of the above-mentioned
group of country images this scale can be attributed to, as well as whether the scale
really “comprises normative and affective aspects” (p. 734), as the latter is much rather
an outcome of responses. Recently d’Astous and Boujbel (2007) created a scale to
“position countries on human traits” (p. 231). They hypothesise that people have no
difficulty in ascribing personality traits on countries, as has already been shown for
brands (Aaker, 1997). Here again, Roth and Diamantopoulos (2008) criticize the

affective facet to being modelled as an outcome and thus not being part of the scale.

Another group of researchers conducted a large scale study in eight different countries
(US and Europe) in order to link product-country image with the image people hold of
countries and their people (Heslop & Papadopoulos, 1993). The authors partly validated
the model originally used by Nagashima (1977), resulting in a four-factor structure
consisting of Product Integrity, Price/Value, Market Presence and Response.
Parameswaran and his collaborators (e.g.: Parameswaran & Pisharodi, 1994) took the
same path, trying to link product categories with an overall country image. After several
studies, they concluded that Col consists of general country attributes (divided into an

interaction and a people facet), general product attributes (divided into desirable and
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undesirable attributes as well as attributes relating to product image) and specific
product attributes (no clear dimensionality) (Parameswaran & Pisharodi, 1994). Their

results have been validated, amongst others, by Pereira et al. (2005).

Roth & Romeo (1992) proposed a framework for “linking product category perceptions
to country image dimensions” (p. 479). They measured product-country match with
contrasting perceived strength of the country and perceived necessities for the product
category and linking the results to behavioural intention (Bel). They conclude that if “a
country is perceived as having a positive image, and this image is important to a product
category, consumers will be more willing to buy the product from that country”
(p. 493). Whereas on the other hand, using the reference to a country having a positive
image but the respective dimension(s) not being important for the product category,
might not yield in benefits in sales. This approach is being backed by Ittersum et al.
(2003), stating that an “important determinant for the success of regional products is the
match between the product and the region of origin, as perceived by consumers”
(p. 216; c.f.: Ahmed et al., 2004). The results by Veale & Quester (2009), studying the
impact of CoO on the evaluation of wine, Pappu et al. (2006), studying the impact on
TV-sets and cars and Usunier and Cestre (2007), analysing products ranging from cars
to vacuum cleaners to shoes, provide further academic credibility to the framework. The
latter advanced the concept by Roth & Romeo (1992), introducing the so-called product
ethnicity, which measures how strongly a product category is associated with a certain
country and vice versa, i.e., “the degree of product-country match” (Usunier & Cestre,
2007, p. 33).

However, as Roth and Diamantopoulos (2008) show, no scale avoids suffering from at
least one severe methodological drawback. Some show a lack of external validity due to
the use of non-probabilistic samples and/or the lack of cross-country and cross-culture
comparisons. Others lack the report of reliability and/or validity tests, whereas others
don’t mention the origin of their items used. In addition, as with the definition of Col,
scales vary in which facets measuring the attitude towards the country are included.
Only a few follow the aforementioned image theory including a cognitive and affective

facet. (Roth & Diamantopoulos, 2008)
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2.1.4 Country of Origin Effects

Having clarified that CoO “plays a significant role in consumers’ perceptions of
products” (Roth & Romeo, 1992, p. 479), we now focus on the factual impact of the
origin cue on the evaluation of products, services and brands as well as the behavioural

intention towards them.

Over time, CoO research has seen numerous steps forward. The Col of a certain country
may change over time (Nagashima, 1977; Darling & Wood, 1990; Bilkey, 1993;
Verlegh & Steenkamp, 1999; Nebenzahl et al., 2003), is more important for complex
products (Heslop & Papadopoulos, 1993), higher for more developed countries (Bilkey
& Nes, 1982; Cordell, 1992; Heslop & Papadopoulos, 1993; Verlegh & Steenkamp,
1999; Chinen et al., 2000) and also works in an online-context (Cheng et al., 2008). It
differs by service category (Pecotich et al., 1996), as well as product category (Etzel &
Walker, 1974; Han & Terpstra, 1988; Papadopoulos, 1993; Ittersum et al., 2003), by
CoO and/or nationality of respondent (Cattin et al, 1982; Roth, 1995; Ahmed et al.,
2002; Samiee, 2010). Its’ effect does not differ not between hybrid and non-hybrid
production (Verlegh & Steenkamp, 1999), only slightly between consumers and retail
buyers (Heslop et al., 2004) and is stronger for durable goods (Hsieh et al., 2004). This
knowledge has led to a much better understanding of the phenomenon per se. However,

despite these advances, CoE are still not well understood (Verlegh & Steenkamp, 1999).

Even though the majority of past studies analysed the effect of CoO on product
evaluation (Liefeld, 1993; Leclerc et al., 1994; Peterson & Jolibert, 1995), and “all of
the studies reviewed indicate that country of origin does indeed influence buyers’
perceptions” (Bilkey & Nes, 1982, p. 94; c.f.: Han & Terpstra, 1988), the results on the
amount of impact still differ widely (Ozretic-Dosen et al., 2007), especially in the
presence of other product information cues (Schaefer, 1997). For example, Ahmed et al.
(2002), in their study on consumers’ evaluation of cruise lines, state that in past research
the CoO cue “has been found to explain a relatively small percentage of the variance of
perceived quality [and] attitude, [...] suggesting that its theoretical and practical
importance is low” (p. 284). This is partly confirmed by the study of Fong & Burton
(2008), analysing CoO effects in an online environment (discussion groups in the US
and China). They found US consumers to by and large ignore the origin of digital
cameras when being asked to rate or recommend them. Chinese customers on the other

hand, used the origin cue quite extensively, even though most of the according
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comments were directed as to boycott Japanese products (see 2.3.1 Consumer
Animosity). The CoO of a product not to be the prevailing cue when evaluating a
product was also found in Veale & Quester (2009) when studying the impact of CoO,
price and taste on the evaluation of wine in Australia. Even though they found that even
when respondents actually tasted the wine, CoO was a more important predictor of
quality ratings than taste (15.08% and 13.1% respectively), both of these factors were
left far behind in importance by price (71.81%). The researchers conclude, “those
tasting the wine allowed their senses to be overcome by their strongly held beliefs in
price and COO, possibly because they mistrusted their own palates” (p. 142), implying
it to be possible, to increase perceived over intrinsic quality by adapting price and CoO.
Johansson et al. (1985), found CoO to not influence overall quality ratings, but only
certain key attributes of the product. In their study, the origin of a car only influenced
the evaluation of gas mileage, horsepower, driving comfort and reliability for some of
the CoOs, whereas no significant influence on overall quality ratings could be detected

in the study.

On the other hand, Josiassen et al. (2008) found CoO to significantly impact product
evaluation and quality perception with a total influence of B> = 0.43. The results of
Laroche et al. (2005) point in the same direction. They analysed the impact of Col on
product evaluation for Japan and Sweden for consumers in North America and reported
a total effect (direct and indirect via product beliefs) of r = 0.537 for Japan and 0.548 for
Sweden (the direct effect amounted 0.414 and 0.331 respectively). Another study
showing the origin cue to have a high influence in evaluating products is presented by
Heslop et al. (2004). The researchers analysed the influence of Col for consumers and
retail buyers in Canada. Five countries were being rated and its influence on product
evaluation and Bel was assessed. The impact of beliefs of products emerging from a
certain CoO on product evaluation was found to be significant and high with
coefficients ranging from 3 = 0.61 to 0.82. Country evaluations on a general level (e.g.:

trustworthiness, quality of life), on the other hand, showed no significant influence.

In their meta-analysis, Peterson & Jolibert (1995) found an average CoE on product
evaluation of r = 0.16, when taking into account multiple-cue studies only (i.e., studies

that incorporating cues than just CoO). Verlegh & Steenkamp (1999), after analysing 41

’ The standardized beta vaule (B) reflects ,the number of standard deviations that the outcome will
change as a result of one standard deviation change in the predictor” (Field, 2005, p. 193)
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studies with 278 effect sizes on CoE between 1980 and 1996, state, “country of origin
has a larger effect on perceived quality than on attitude toward the product” (p. 521)

with an average effect size of r = 0.11 including only multiple cue studies.

As for the effect of CoO on behavioural intention towards a product — the second most
researched dependent variable (Liefeld, 1993; Leclerc et al., 1994; Peterson & Jolibert,
1995) — past research suggests it to be rather low (Erickson et al., 1984; Verlegh &
Steenkamp, 1999; Ahmed et al., 2002). It seems reasonable that, even though a
consumer might think favourably of a certain product, (s)he might still not buy it due to
various reasons, e.g. budget constraints (Peterson & Jolibert, 1995; Verlegh &
Steenkamp, 1999). In other words, even though I do think an Augusta Bell to be a high
quality helicopter, I still won’t buy it due to lack of necessity and money. Roth &
Romeo (1992) reported a positive correlation between Col and Bel. Their model was
reused by e.g., Wang & Yang (2008), who confirmed their findings with Col explaining
15.4% of Bel. Wall et al. (1991), found the impact of CoO on likelihood to purchase
manufactured products to be significant but rather unimportant. Josiassen et al. (2008)
studied the evaluation of cars, electronics, watches and electrical household appliances
and found CoO to have an impact on Bel of § = 0.31. Ettenson et al. (1988) reported
fibre content and price to be more important for Bel on apparel than CoO. Peterson and
Jolibert (1995) found an average effect size on Bel of r = 0.19, which dropped to 0.03
when including multiple cue studies only. This is in line with Lim & Darley (1997),

stating single-cue studies to be highly prone to demand effects.

An important point of criticism in past studies is the common usage of fictitious brand
names (e.g.: Peterson & Jolibert, 1995; Ahmed et al., 2002; Veale & Quester, 2009).
Ahmed et al. (2002; 2004) criticize the external validity of this approach, as it doesn’t
reflect a real life situation. Okechuku & Onyemah (1999) propose that their usage may
overestimate CoE “since, in the real world, consumers’ choice sets often include well-
known brands” (p. 620). Furthermore the usage of mere product descriptions is
criticized, e.g. by Peterson & Jolibert (1995), stating that the presence of an actual
product in CoO studies resulted in a decrease of CoE. Liefeld (1993) found no such
(significant) effect, even though the results point in the same direction. Vaela & Quester
(2009) on the other hand, compared the results of respondents having been confronted
with the actual product and those having only received a description and found no

significant differences between those two groups.
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2.1.5 Service industry

“There has been tremendous world-wide growth in the services sector, leading to a
substantial increase in economic contribution by services to most national economies”
(Ahmed et al., 2002, p. 284). In Germany, for example, the percentage of employees in
the services industry compared to overall employees has risen from 45% in 1970 to
more than 72% in 2006 (Federal Statistical Office, 2009). The industry is described as
the driving force of economic growth, accounting for 70% of Germanys’ Gross
Domestic Product (GDP) (BmWi, 2010). In Austria 67% of employees are working in
the service industry, with it contributing 70% to GDP (Kugler, 2010).

Already Papadopoulos (1993) stated that CoO-research includes, among other things,
the impact of CoO on products and services (cf.: Bilkey, 1993). However, nearly ten
years later, Ahmed et al. (2002) criticize most previous CoO-research to have focused
primarily on manufactured products (c.f.: Harrison-Walker, 1995; Pecotich et al., 1996;
Jaffe & Nebenzahl, 2006; d’Astous et al., 2008). They hypothesise the importance of
CoO to be higher for the service industry as “purchase and consumption are usually
simultaneous”, resulting in a “higher risk for the consumer" (p. 295; c.f.: Michaelis et
al., 2008). In their study on CoO and brand effects on cruise lines, Ahmed et al. (2002)
found that CoO had an impact of § = 0.268 on product quality and 0.267 on attitude to
product whereas for Bel the impact was 0.167. The results for product evaluation and
Bel significantly exceed the above-mentioned average of 0.16 and 0.03. The researchers
though conclude, “it appears that the interactive effects of CO [...] may differ according
to the type of industry: products versus services” (p. 295). Harrison-Walker (1995)
analysed the relevant criteria for choosing an ophthalmologist in the United States and

found provider nationality to significantly influence the selection of a service provider.

The fact that CoO, too, has a significant impact in the service industry, has received
additional support through the study of Pecotich et al. (1996), who analysed CoE on
service evaluation and Bel for banks and airlines. Their results reveal that, if the CoO of
a service provider changes, perception of service quality and Bel, too, undergo
significant changes. Furthermore Bruning (1997) found CoO to play a “significant role
in the selection process for international air carriers” (p. 66) among Canadians with it
being “second only to price in terms of relative importance” (p. 67). Lin & Chen (2006)

analysed the influence of Col on Bel for insurance and catering services in Taiwan,
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concluding it to have a significantly positive influence, even under different product

involvement levels.

Michaelis et al. (2008) studied the impact of CoO on initial trust (i.e. the degree of trust
people award a company or brand they had no prior experience with) for service
providers (telecommunication & insurance). His results reveal that for Polish customers,
CoO has no direct effect on initial trust but enjoys an interaction effect with risk level of
service 1.e., services underlying a high-perceived risk (insurance) are subject to higher

initial trust, when the associated CoO conveys a positive image.

2.1.6  Conclusion

We have seen that, despite — or just because of — recent developments, such as reduced
customs requirements or hybrid production, CoO bears significant real-world relevance
(e.g.: Verlegh & Steenkamp, 1999; Liu & Johnson, 2005; Jaffe & Nebenzahl, 2006).
However, due to differences in definition, as well as methodological issues, its’ factual
impact is still not sufficiently understood (Peterson & Jolibert, 1995; Heslop et al.,
2004; Roth & Diamantopoulos, 2008). According to past research, it though seems
reasonable to conclude that direct CoE are stronger for product evaluation than Bel, as
for the latter more predictors (e.g.: price) enter the equation (Baughn & Yaprak, 1993;
Niss, 1996).

“[N]ational images are a given fact and it is up to [...] individual firms to deal with
them” (Jaffe & Nebenzahl, 2006, p. 85). Ahmed et al. (2002) describe CoO as
“producer-controlled” strategy (p. 283; c.f.: Cordell, 1992). Han (1989) states,
“individual companies can benefit from favourable country image by selling inferior
products” (p. 228). In other words: it might be described as a question of whether a CoO
fits the companies’ positioning strategy and/or increases its’ sales or not (c.f.: Wang &
Yang, 2008). It is reasonable to assume that, if a company has the possibility of
providing its brand(s) and/or products and services with a favourable CoO — one that in
the long run directly and/or indirectly has a positive influence on its balance sheet — it
will consider to take this opportunity (Jaffe & Nebenzahl, 2006). If, however, expected
results on promoting a certain CoO are neutral or even negative, chances are high of the
company concealing it (Han & Terpstra, 1988; Papadopoulos, 1993). Red Bull refrains
from using any CoO cue whatsoever because it wants to be seen a global brand, Hiagen

Dazs benefits from being Danish and Audi as well as Volkswagen clearly communicate
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German engineering skills being an integral part of their company, brand and products

(c.f.: Leclerc et al., 1994; Steenkamp et al., 1999; Jaffe & Nebenzahl, 2006).

2.2 CoO and the Brand

It has been made clear that consumers take external cues such as price or CoO into
account when evaluating products and services. Several researchers, too, have included
brand (name & image) into the equation (e.g.: Han & Terpstra, 1988; Wall et al., 1991;
Pecotich et al., 1996; Okechuku & Onyemah, 1999; Ahmed et al., 2002, 2004; Wang &
Yang, 2008), as, since both, CoO and brand are “producer-controlled strategies, the
synergy of their combined inputs is of managerial interest” (Ahmed et al., 2002, p. 283).
In these studies, brand name or brand image® has been used as another indicator for
quality evaluations. As with other cues, the inclusion of brand image (BI) led the
relative effect of CoO to diminish (Han & Terpstra, 1988; Cordell, 1992). Wall et al.
(1991), for example, found the influence of CoO on the evaluation of manufactured
products to only range from 3 = 0.002 (for a telephone) to 0.046 (polo shirt) in the

presence of the brand and price cues.

Even though, it seems clear that “country-of-origin effect is most effective when
combined with a strong national brand image” (Pecotich et al., 1996, p. 222; c.f.:
Ahmed et al., 2002), past research is not conclusive on whether CoO or BI bear higher
influence on product evaluation or Bel towards it. D’ Astous & Ahmed (1999) compared
the self-assessed importance of CoO (measured as CoM and CoD) to its factual
influence on product evaluation of VCRs among salesmen and consumers in Canada.
When being asked about the importance of CoO, salesmen ranked them as lowest
compared to brand reputation, price and warranty. Consumers, on the other hand,
ranked the two origin-cues as most important ones. However, as the researchers
themselves point out, these results may be highly inflated, as these cues are usually not
“available in a form that [consumers] can use to make an intelligent choice” (p. 119).
They conclude that CoO “becomes an important cue for consumers whenever it is made

available to them at the time of product evaluation” (p. 123). If this is not the case, its’

direct influence is negligible (d'Astous & Ahmed, 1999).

4 defined as »perceptions about a brand as reflected by the brand associations held in consumer memory*
(Keller, 1993, p. 3)
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In another study, Ahmed et al. (2002) found CoO to have a stronger effect than brand in
quality evaluation of cruise products, whereas for purchase intention brand shows a
stronger effect. The latter is also supported by Wang & Yang (2008), who studied the
effect of brand personality’ and Col on Bel towards Sino-German and Sino-Japanese
cars in China. The researchers found brand to explain 21.2% (Sino-German) and 19.8%
(Sino-Japanese) of purchase intention, whereas for Col the influence amounted 15.4%
and 10.4%, respectively. Hsieh et al. (2004) proposed a model measuring the impact
umbrella-brand images (consisting of Product-, Corporate- and Country-image) are
having on Bel. Their survey of the automobile industry in 20 countries shows that
corporate image and CoO, both part of the overall umbrella-image, bear significant

main effects on purchase behaviour, amounting § = 0.153 and 0.023, respectively.

For product evaluation, Wall et al. (1991) found CoO to have a higher influence on
manufactured products than price and brand. When evaluating cars and TV sets,
according to Okechuku and Onyemah (1999), CoM (B = 0.33 for both) is at least as
important a cue than brand name (0.28 and 0.32, respectively) for Nigerian consumers,
both being more important than price, reliability and safety, all three amounting less
than 0.17. However, Lee & Ganesh (1999) reported brand to have a higher impact than

CoO on consumer evaluations for high-involvement binational brands.

Cordell (1992) found brand to be able to outweigh a negative Col for products from
less-developed countries (c.f.: Ahmed et al., 2004), whereas this was not the case in
Wall et al. (1991). Furthermore Col was found not to overcome a negative brand
personality (Wang & Yang, 2008). Interestingly, Lee & Ganesh (1999) found BI and
Col not to interact with each other. These findings, however, are contradicted by Wang
& Yang (2008), who reported Col to positively moderate the relationship between brand
and Bel. Furthermore brand influence was found to differ by product category (Wall et
al., 1991; Wang & Yang, 2008).

2.2.1 Brand Image as a Summary Construct
Usunier (2006) states that nowadays brand names are more important for consumers
than CoO. However, as Papadopoulos (1993) mentioned, companies (and thus the

brands) themselves are some sorts of products, which might undergo significant CoE

> defined as a ,,set of human characteristics associated with a brand* (Aaker, 1997, p. 347)
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(c.f.: Han, 1989). Verlegh and Steenkamp (1999) undermine this by criticizing the
reliance of CoO-studies on the product and not the brand level. Brands carry various
origin information, communicated via the brand name itself or advertising (e.g.: Thakor
& Lavack, 2003; Kapferer, 2004; Laroche et al., 2005; Samiee et al., 2005; Pappu et al.,
2006) thus probably being significantly influenced by them (e.g.: Baughn & Yaprak,
1993; Chao, 1998; Zeugner-Roth & Diamantopoulos, 2010; Jaffe & Nebenzahl, 2006).
Lee & Ganesh (1999) define a positive CoO to be a “natural requirement” (p. 22) for a
positive BI. Johansson & Nebenzahl (1986) even call the disentanglement of brand and
country “an impossible task in many instances” (p. 103). Brands, such as Microsoft and
McDonald’s may be seen as US diplomats and the Roman Catholic Church as
superbrand (Ham, 2001; c.f.: Paswan & Sharma, 2004). This leads countries to having
their reputation for certain product categories primarily built on the success of certain
brands (Pappu et al., 2006; Usunier & Cestre, 2007). However, these effects have seen
only little attention in scientific literature (Paswan & Sharma, 2004; Samiee et al., 2005;

Jin et al., 2006; Wang & Yang, 2008; Samiee, 2010).

Han & Terpstra (1988) hypothesised, “[cJonsumers utilize extrinsic cues in evaluating a
brand because they often are unable to detect its true intrinsic quality” (p. 236).
Accordingly, Thakor and Kohli (1996) advanced the concept of brand origin, defining
it as “place, region or country to which the brand is perceived to belong by its target
consumers” (p. 27). In other words: Mercedes-Benz is a German brand for cars.
Germany is well known for its expertise in technology and craftsmanship, resulting in a
worldwide reputation for building cars. Thus Mercedes-Benz builds good (excellent)
cars (Thakor & Kohli, 1996; Ham, 2001; d'Astous et al., 2008). Samiee et al. (2005)
identify CoB as “meaningful alternative for bypassing the many conceptual and
research design difficulties and shortcomings associated with C[0]O studies” (p. 393).
In total the concept has received strong support among researchers (e.g.: Lee & Ganesh,
1999; Samiee et al., 2005; Ozretic-Dosen et al., 2007; Koubaa, 2008; Zeugner-Roth &
Diamantopoulos, 2010).

Johansson & Nebenzahl (1986) analysed the impact, a change of production location
might have on two American (Buick & Chevy) and two Japanese car brands (Honda &
Mazda). Following their results, a Honda produced in (West) Germany — if this were
actively communicated — would benefit in terms of stylishness (4.4 to 5.2 on a 7-point

Likert scale), exclusiveness (3.9 to 4.8), whereas loosing in economical to run (5.2 to
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4.5) and low service costs (4.2 to 3.9). On the other hand, a change in production
location to the Philippines would result in a severe image-deterioration for all brands.
Thakor and Lavack (2003) studied the effect of location of corporate ownership (CoB)
and location of the source of product (CoM), on perceived brand quality. They reported
the existence of an information hierarchy, where (perceived) CoB bears significant
influence on perceived brand quality, whereas for CoM this is only the case when CoB
information is missing. In their study on the impact of CoO and brand on the evaluation
of banks and airlines, Pecotich et al. (1996) reported a strong interaction effect between
brand and CoO. D’Astous & Ahmed (1999), in their above-mentioned study on
salesmen and consumers in Canada, found their results to “strongly support the

theoretical proposition that brand name serves as a proxy for COO [CoO]” (p. 122).

“Foreign branding can be an effective means of influencing consumers’ perceptions and
attitudes” (Leclerc et al., 1994, p. 269; c.f.: Kim, 1995). Leclerc et al. (1994) and
Zhuang et al. (2008) studied the impact of foreign branding” on brand image. The
former found products to be perceived as more hedonic for US consumers, when the
(same) brand name was pronounced in French as compared to English. Even when
respondents experienced the products, actual hedonic products still were perceived more
positive, due to their French naming. On the other hand the inclusion of made in France
did not contribute significantly to the evaluations, leading to the conclusion that the
foreign brand name alone communicated the origin-cue well enough (Leclerc et al.,
1994). Zhuang et al. (2008) conducted a similar study in China, concluding that local
brands using foreign brand names were more often judged as being foreign, resulting in

a more positive evaluation.

2.2.2 Brand Origin Recognition

Claiming CoB to significantly influence quality perceptions and Bel via brand image
assumes consumers to have an (correct or incorrect) origin association vis-a-vis the
brand (Paswan & Sharma, 2004; Samiee et al., 2005). If this were not the case, the
importance of CoO might have been inflated in past research (Samiee et al., 2005; see

2.1.3 Relevance of Col).

% defined as: “the strategy of spelling or pronouncing a brand name in a foreign language” (Leclerc et al.,
1994, p. 263)
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Chao and Rajendran (1993), during their development of a Col scale, checked whether
US-respondents were able to locate brands they were confronted with in the study. They
were asked to state for 51 brands, which of the 3 countries (USA, Germany and Japan)
they were produced in. Incorrect classification reached from 1.8% (Toshiba — Japan) to
41.2% (Siemens — Germany) with a significant part being falsely classified as domestic
i.e., US brands. On average, misclassification amounted approximately 10% (Chao &
Rajendran, 1993). Paswan & Sharma (2004) analysed the knowledge of brand origin for
four American brands (KFC, McDonald’s, Pepsi and Coke) in India. The correct
classification ranged from 57% (KFC) to 84% (Coke). Furthermore, they found that
travel abroad, socio-economic classification, education and to a certain extent,
familiarity with the US significantly influenced correct classification. The researchers
conclude with advising marketing managers to support better knowledge of brand origin
(Paswan & Sharma, 2004). However, their results may be inflated due to the use of very
well known brands, all of them emerging from the same country (US). In their study of
the influence of Col on brand equity, Jin et al. (2006) checked for correct country-brand
associations in India and found them to be very high for widespread brands within the
country. However, they note that “[t]he association becomes weaker overtime as the
brands are produced locally” (p. 294). Yasin et al. (2007) state, “[s]ince consumers
today are mostly well educated [...], it can be expected that they are well informed

about the original country of their selected brands” (p. 44 f.).

However, in a study on the evaluation of a low-involvement product (food) in Croatia,
Ozretic-Dosen et al. (2007) found respondents to have only minor knowledge of the
origin of the brands in study. Detailed figures are however lacking, which hinders an
extensive interpretation. Zhuang et al. (2008) claimed that consumers in China often are
“confused about the origin of local versus foreign brands” (p. 442), as foreign brands
may choose local sounding names to foster localness. On the other hand, local brands
choose foreign sounding brands to be perceived as Western (and thus hip and modern).
Figures for misjudgement of foreign brands were negatively correlated with product
knowledge and ranged from Nike (1%) to Heineken (53.8%) and — for local brands —
from shoe-producer Li-Ning (3.3%) to casual-wear producer Jasonwood (75.5%,
intentional). Local companies pretending to be foreign thereby profited of the higher
evaluation of (actual) foreign brands (Zhuang et al., 2008). In another study, Samiee et
al. (2005) studied brand origin recognition accuracy (BORA) through a survey

conducted in the United States. A sample of 480 people from all over the US were
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asked to classify 84 brands (40 US-brands, 44 International) on which country they
believed them to originate from. Correct brand origin associations amounted only 35%
with 22% for foreign and 49% for US-brands. For respondents with higher brand
familiarity, numbers rose to 33% and 68%, respectively. The number of “don’t know’-
classifications ranged from 30.1% (England) to 56.4% (Italy) suggesting that
approximately 40-45% of respondents (no results provided for higher familiarity) could
not make any concrete brand origin association at all (Samiee et al., 2005). The study
though, has several shortcomings. Firstly, even though the authors claimed possibly
severe differences between branches, no category-specific analysis has been provided.
Secondly, the don’t-knowers may still be subject to influence of certain regional cues
(i.e.: Anglo-American or European brand). Third the concept of BORA is missing a
measurement of the impact, this lack of (conscious) knowledge is having on the factual

influence of brand origin (Zeugner-Roth & Diamantopoulos, 2010).

These results lead to mixed conclusions about the widespread accuracy of brand origin
associations. D’Astous & Ahmed (1999) found this to be attributable to product
category involvement. In their study, respondents were split into high- and low-
involvement groups, resulting in significantly higher brand-country matches for the
high-involvement group. In general, past research strongly suggests, that “managers
[...] should periodically monitor the origins associated with their brands” (Samiee et al.,
2005, p. 393) in order to prevent possible negative impacts on their brand due to

(correct or) wrong linkages.

2.3 CoO and the Consumer

Many researchers have studied sociodemographic variables as predictors of product
ownership and/or evaluation (e.g.: Schooler, 1971; Wall et al., 1991; Baughn & Yaprak,
1993; Josiassen et al., 2008; Wang & Yang, 2008). However, even though they are seen
as important moderators (Johansson et al., 1985; Chao & Rajendran, 1993; Baughn &
Yaprak, 1993; Hsieh et al., 2004), very often no significant results or clear pattern of
influence could be detected (Heslop & Papadopoulos, 1993). Heslop & Papadopoulos
(1993) attribute this to the fact that the focus has much rather been on products in

general. Thus every respondent uses his/her own reference point (different types of
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products) and arrives at different results, which reduces the probability of detecting

effects attributable to sociodemographic characteristics.

Wall et al. (1991) found older persons to evaluate products higher, whereas Schooler
(1971) found the exact opposite, but only for foreign products. Kapferer (2004) stated
younger people to prefer products of international origin. Johansson et al. (1985)
reported this effect for foreign and domestic products, but only for certain product
attributes. Anderson & Cunningham (1972) on the other hand found no such effect. For
gender Schooler (1971) found females to give higher ratings than males whereas
Johansson et al. (1985) and Baughn & Yaprak (1993) reported mixed results and Wall
et al. (1991) found no significant results at all. Education has been found to positively
moderate product evaluation in Schooler (1971) and Anderson & Cunningham (1972)
and negatively in Wall et al. (1991), whereas Josiassen et al. (2008) found no such
effect. Income was found to be positively correlated with product evaluation in Han &
Terpstra (1988) for all and Jin et al. (2006) for foreign products. Johansson et al. (1985)
found income to have relatively little and Anderson & Cunningham (1972) and

Josiassen et al. (2008) reported it to have no impact.

As opposed to the inconsistent findings concerning sociodemographic characteristics,
CoE have proven to differ by respondent (Cattin et al., 1982; Shimp & Sharma, 1987,
Baughn & Yaprak, 1993; Klein et al., 1998). Jaffe & Nebenzahl (2006) identified four
consumer segments in order to group consumers by their usage of the CoO cue: Patriots,
Cosmopolitans, Traitors and Hostiles. Patriots prefer goods of domestic origin,
downplaying or even ignoring possible image and/or quality differences. Cosmopolitans
are indifferent vis-a-vis origin. Traitors prefer imported goods and Hostiles tend to
boycott goods from certain foreign countries. From this segmentation, the authors

arrived at their 7wo Dimensional Consumer Segmentation Model (see table 1).

According to Jaffe & Nebenzahl (2006), consumers can be classified by their degree of
ethnocentrism-othercentrism (i.e.: patriot vs. traitor; local vs. foreign goods) and
animosity-affinity (i.e.: hostile vs. friend; attitudes towards a specific country) on a
continuous scale. The concepts of consumer ethnocentrism (CE) and consumer

animosity’ (CA) (and thus their respective counterparts) have shown to be valid in CoO-

7 defined as “a consumer’s emotional attachment to the geographic origin of a product.” (Jiménez &
Martin, 2010, p. 38)
24



Literature Review

research (e.g.: Shimp & Sharma, 1987; Klein et al., 1998; Ettenson & Klein, 2005; Jaffe
& Nebenzahl, 2006; Riefler & Diamantopoulos, 2007; Jiménez & Martin, 2010).

Table 1: Two Dimensional Consumer Segmentation Model

Attitude toward Attitude toward a country
Imports
Animosity Indifferent Affinity
1 2
Othercentricity Conflict Dominated by
Othercentricity
4 6
Cosmopolitan Dominated by Dominated by
Animosity affinity
8 9
Ethnocentricity Dominated by Conflict
Ethnocentricity

Source: Jaffe & Nebenzahl, 2006

2.3.1 Consumer Animosity

Tensions among countries, regions or national groups are generally known to exist all
over the world. They may be due to questions over territory, economy, diplomacy,
religion or mentality (Riefler & Diamantopoulos, 2007). These tensions may translate
into a boycott of brands, products and services based on their CoO (Verlegh &
Steenkamp, 1999; Brodowsky et al., 2004; Heslop et al., 2004). This has been the case,
for example, for products from certain countries in the Middle East and South Asia,
(Heslop et al., 2008). On the other hand, it is being argued that “consumers show a bias
for products from countries with which they have some particular relationships, whether
these relationships are based on geographical proximity, common history, shared
values, shared language, political or economic ties” (d'Astous et al., 2008, p. 382) or
whether they have, for example, emigrated from this country (Jaffe & Nebenzahl,
2006). The former, however, is being contradicted by the results of Riefler &
Diamantopoulos (2007) who, with Austrians expressing animosity towards Germans,

found the construct to be independent of cultural similarity. Their study, though, is
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lacking information on whether such animosity based on being wrongly judged as

German and slight differences in mentality translate into product-avoidance.

The fact that animosity may result in serious economical consequences, however, is a
common phenomenon. Klein et al. (1998) conducted the first study in this area,
analysing the effect, negative emotions of Chinese consumers towards Japan are having
on Bel towards Japanese products. They hypothesised that Chinese consumers “might
avoid products [...] because the exporting nation [Japan] has engaged in military,
political, or economic acts that a consumer finds both grievous and difficult to forget”
(p.- 90). Indeed, their study revealed animosity to be “related negatively to their
willingness to purchase Japanese products” (p. 96) whereas there was no significant
effect on product evaluation (c.f.: Fong & Burton, 2008). However, “[i]f animosity is
sufficiently strong, its effect may be dominant enough for purchase decisions no longer

to be influenced by evaluations of the product” (p. 97).

Ettenson and Klein (2005) analysed the impact French nuclear testing in the South
Pacific had on the evaluation of and intention to purchase French products in Australia.
Their study revealed that this act led to animosity towards France, which resulted in a
de facto consumer boycott of “French firms [...], all products perceived to be made in
France, and even enterprises with only a spurious association to France” (p. 202). In
numbers, animosity had an effect of » = -0.59 on willingness to buy. A year later, after
nuclear testing had been stopped, animosity decreased, but still amounted -0.53,
indicating a negative long-term effect. The researchers further found animosity to be
independent of product evaluation during the conflict. In other words: Australians still
regarded French products as being of high quality, but refrained from actual purchase
due to negative attitudes (i.e. animosity) towards France. However, after some time, a
certain denigration of product quality perceptions (-0.26) seemed to occur. The incident
attracted further scientific attention, with Heslop et al. (2008) publishing a longitudinal
study, measuring country-people image effects before, during and after French nuclear
testing (1992, 1995 and 2005, respectively). Their results support the study of Ettenson
& Klein (2005) with product evaluation staying rather stable over time (0.78, 0.84 and
0.82 out of 1, respectively) whereas their influence on Bel suffered intensely during the
incident (dropping from 3 = 0.67 to 0.48). However, 10 years after nuclear testing had

been stopped, numbers had recovered “even beyond pre-incident attitude levels”
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(Heslop et al., 2008, p. 371), thus implying that, even though there is a significant long-

term effect, numbers and emotions may balance out at some point.

2.3.2  Consumer Ethnocentrism

As mentioned above, consumer attitudes may also be positive or negative towards
foreign countries, products and services in general. This so-called consumer
ethnocentrism (CE) has been introduced to marketing literature by Shimp & Sharma
(1987), them describing the phenomenon as the “beliefs held by the consumers about
the appropriateness, indeed morality, of purchasing foreign-made products” (p. 280).
Or, as Shankarmahesh (2006) puts it, CE “indicates a general proclivity of buyers to
shun all imported products irrespective of price or quality considerations due to

nationalistic reasons” (p. 147).

Higher levels of CE have found to be the result of a perceived necessity to protect
oneself and one’s in-group (in this case: residents of one’s home country) against the
threat of foreign competition, leading to a preference for local brands, products and
services (e.g.: Bilkey & Nes, 1982; Shimp & Sharma, 1987; Han, 1988; Peterson &
Jolibert, 1995; Verlegh & Steenkamp, 1999) and a higher usage of the CoO cue
(Brodowsky et al., 2004). The degree of CE is positively influenced by factors such as
patriotism, nationalism, salience, out-group size, age, threat of foreign competitors and
conservatism and negatively influenced by factors such as cultural openness, income,
education and capitalism — the strength of influence though, is situation specific

(Balabnis et al., 2001; Shankarmahesh, 2006; Verlegh, 2007).

The phenomenon is being supported by many buy-national campaigns worldwide (e.g.:
Crafted With Pride in U.S.A. in 1985; Buy Russia in the 1990s; Buy Australian Made in
1996; c.f.: Jaffe & Nebenzahl, 2006; Papadopoulos & Heslop, 2002). “Almost every
country has had an industry group, labor union or nation-wide campaign to promote
domestic products” (Jaffe & Nebenzahl, 2006, p. 170). However, Jaffe & Nebenzahl
(2006) note that no evidence has been gathered to support these campaigns for having
significant impact on buying decision, even more so if the superiority proclaimed by the
campaign is not backed by products or services offered (c.f.: Ettenson et al., 1988;

Usunier & Cestre, 2007).
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Seeing as a significant influence of CE has been found in virtually every CoO study that
checked for it (except Oretic-Dosen et al. (2007) among young Croatian costumers),
there is a general consensus among the majority of researchers that higher CE leads to
an increase in evaluations for domestic and a denigration concerning foreign products.
In their study, Shimp & Sharma (1987) found respondents with higher levels of CE to
“discount the virtues of foreign-made items” (p. 287). Ettenson & Klein (2005), in their
study mentioned above, reported respondents with higher levels of CE to judge French
products as being of lower quality and experience lower purchase intention. D’ Astous et
al. (2008) examined the influence of openness to foreign cultures (OFC) on the
evaluation of art products emerging from 16 different countries. Their results showed
that low OFC (high ethnocentrism) has a “negative impact on the evaluation of foreign
products” (p. 379). These results are backed by Heslop et al. (2008), finding CE to have
a “generalized negative affect towards foreign goods that transcends assessments of

their quality and value” (p. 358).

On the other hand, Balabanis & Diamantopoulos (2004) found CE to be “a more
consistent predictor of preferences for domestic [...] rather than for foreign products”
(p. 88), concluding “marketers of foreign products cannot always rely on CE as an
indicator of the likely resistance to their offerings” (p. 91). They found CE to explain
only little variance of respondents’ preference, ranging from 3.3% (for DIY tools) to
8.8% (for TV sets). An explanation for these diverging results can be found in Verlegh
(2007). After having conducted two separate studies, analysing the impact of CE on
evaluation of foreign goods, he concludes, when an industry experiences threat from
abroad, high CE leads to a deduction in the evaluation of foreign companies, products
and services, whereas this is not the case when the local industry is stable. In other
words, it is hypothesised that CE differs by product category (Jaffe & Nebenzahl, 2006;
Verlegh, 2007; d'Astous, et al., 2008).

According to these results, “universal domestic preference is a fallacy” (Heslop &
Papadopoulos, 1993, p. 45). Bruning (1997) found frequent Canadian air travellers to be
“eager to trade off country loyalty for either lower prices or better services offered by
foreign carriers” (p. 69). Brodowsky et al. (2004) analysed US consumers’ evaluation of
cars having either Japan or the US as CoM and/or CoD, finding low ethnocentric

consumers to favour Japanese-designed cars. Shimp and Sharma (1987) provide an
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explanation, as “to nonethnocentric consumers, [...] foreign products are objects to be

evaluated on their own merits without considerations for where they are made (p. 280).

Especially in developing countries, foreign companies, brands, products and services
often even benefit from their foreignness — enjoying the effect of the so-called
othercentrism (Wang & Lamb, 1983; Cordell, 1992; Okechuku & Onyemah, 1999;
Balabanis & Diamantopoulos, 2004; Jaffe & Nebenzahl, 2006). Okechuku and
Onyemah (1999) studied the evaluation of foreign and homemade goods by Nigerian
consumers. They found the CoO cue to be an important feature of products, because
consumers “want to make sure it is not a domestic brand” (p. 616), resulting in a higher
overall image for European and Asian cars and TV sets. German-made products, for
example, are seen as higher in reliability, technological advancement, prestige and
workmanship compared to their Nigerian counterparts (Okechuku & Onyemah, 1999).
According to Jin et al. (2006), consumers in India prefer products from the UK, as they
are “perceived to be technically advanced, good design, good quality, good reliabilityf, ]
for upper class to be proud of ownership with good appearance [and] good performance
[sic]” (p. 299). Tan & Farley (1987) found consumers in Singapore to prefer goods of
foreign origin. Verlegh (2007) reasoned that, even if there exists a certain home-country
bias, it is not (always) “strong enough to compensate for shortcomings” (p. 363) of the

respective product(s).

2.4 CoO and Familiarity

Familiarity® is “a crucial element in the information processing model of human
behavior” (Brucks, 1985, p. 1). Past research suggests that consumers with a higher
degree of familiarity vis-a-vis a certain stimuli are able to evaluate it in higher detail
(Alba & Hutchinson, 1987; Shimp et al., 1993; Parameswaran & Pisharodi, 1994;
d’Astous et al., 2008), or, as Papadopoulos (1993) puts it, the evaluation “is likely to

move closer to ‘objective reality

negative (c.f.: Johansson et al., 1985; Ahmed et al., 2002; Heslop et al., 2004). The

(p. 6), regardless of whether this shift is positive or

degree of familiarity, too, influences, which cues are used to evaluate a product, brand
or service and to what extend this is the case (Rao & Monroe, 1988). It’s exact effect

though, is still unclear (Lee & Ganesh, 1999).

¥ defined as “the number of [brand-, country- or] product-related experiences that have been accumulated
by the consumer” (Alba & Hutchinson, 1987, p. 411)
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Even though, Usunier (2006) claims studies to often fail checking for respondent
familiarity with all “goods and origins mentioned in the research instrument” (p. 62),
many researchers included familiarity in one way or another in their study (e.g.: Han &
Terpstra, 1988; Wall et al., 1991; Roth & Romeo, 1992; Heslop & Papadopoulos, 1993;
Lee & Ganesh, 1999; Ahmed et al., 2002; Thakor & Lavack, 2003; Paswan & Sharma,
2004; Samiee et al., 2005; d'Astous & Boujbel, 2007).

Lee & Ganesh (1999) reported consumers with low country familiarity to rely more
strongly on the CoO cue in their evaluation of binational brands, whereas Laroche et al.
(2005) found CoO to impact product evaluation regardless of the level of country
familiarity. For brand familiarity, Cordell (1992), studying US-consumers’ evaluation
of watches and shoes from 14 different countries found the importance of the CoO cue
to decline with higher brand familiarity. This view is supported by Brucks (1985)
hypothesizing, “in situations where known brands [...] are used, knowledge of the
attribute values of available brands is used as a substitute for more effortful external
search” (p. 12) and Jaffe & Nebenzahl (2006) stating Col to be just another attribute for
familiar brands. Lee & Ganesh (1999) reached the opposite conclusion, finding
consumers scoring high on brand familiarity to put more emphasis on the CoO cue.
Schaefer (1997) support these findings after studying the evaluation of brands of lager
in 7 countries for English costumers, but only when product class knowledge is high. A
positive correlation between product class familiarity and the usage of the CoO cue has
also been found in Lee & Ganesh (1999), Usunier & Cestre (2007) and is proposed in
Alba & Hutchinson (1987). Knight & Cantalone (2000) reported CoE to be independent
of product class knowledge, whereas Ahmed et al. (2004) hypothesised it to be
negatively related. The results of Josiassen et al. (2008) supported this view with the
researchers concluding it to be “exceedingly important for consumers when they
evaluate products that are associated with product categories they are very unfamiliar

with” (p. 430; c.f.: Cattin et al., 1982).

An explanation for these inconclusive results on the usage of the CoO cue can be found
in Rao & Monroe (1988): “Low-familiar consumers are more likely to use extrinsic
information based on their belief that a quality-extrinsic cue relationship exists in the
marketplace” (p. 262). However, when consumers get more familiar with the country,
and are able to verify (falsify) this relationship, further evaluations are based upon the

knowledge of its (in-)existence. In other words, when consumers arrive at the
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conclusion that CoO indeed is a criterion upon which a product can be evaluated, they
will put more emphasis on it. If this, however, is not the case, CoO will be disregarded

in the product evaluation process. (Rao & Monroe, 1988)

2.4.1 Familiarity as a Summary Construct

Until now it has been made clear, that “[...] consumers’ perceptions are formed by
relating to a product [or brand] what they know about a country’s ability to produce
goods and services” (Roth & Romeo, 1992, p. 482). This process, the inferring of
attitudes from one concept (country) to another (product, brand) is called a halo
construct (Alba & Hutchinson, 1987; Han, 1989; Jaffe & Nebenzahl, 2006). Han (1989)
states that past studies have solely relied on this construct in defining CoE. In his study
he found that this, in fact, is true, but only for people of low product familiarity.
Information on the country is transferred to the products or brands in question, making
them similar or even virtually identical in some or all aspects (c.f.: Alba & Hutchinson,
1987). Han (1989) proved, that this transfer might be reversed when consumers are
highly familiar with a nations’ products resulting in them influencing Col (c.f.: Baughn
& Yaprak, 1993, Schaefer, 1997; Kapferer, 2004). These findings, however, were
contradicted by Knight & Cantalone (2000), Heslop et al. (2004), and Laroche et al.
(2005), who found Col to impact product evaluations regardless of the level of

familiarity.

Furthermore, Han (1989) treated the constructs as independent of each other with an
occurrence of both when being in the transition phase. Jaffe & Nebenzahl (2006)
analysed past research in this field, concluding that the two may operate simultaneously.
Nebenzahl et al. (1997) created a model where brand, product (service) and country
constantly interact with each other. An experience with a product, service or brand is
influencing the products’ CoO, which, in turn, leads to a revision of the Col. The
updated image then influences the evaluation and, possibly, intention to buy of brands,

products or services emerging from this country.
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3. Research Question, Hypotheses & Model

This chapter covers the research question, this thesis is going to answer. Next the
hypotheses based upon the literature review are drawn and the models for the empirical

study presented.

3.1 Research Question

The preceding chapter has shown that the evaluation of and intention to buy brands,
products and services may be significantly influenced by their respective country of
origin (CoO) (e.g.: Heslop & Papadopoulos, 1993; Okechuku & Onyemah, 1999;
Ahmed et al., 2002; Jaffe & Nebenzahl, 2006). Still, Verlegh & Steenkamp (1999)
stated country of origin effects (CoE) to not be well understood and Peterson & Jolibert
(1995) saw the need for additional empirical research on the consequences of CoO
“under a variety of circumstances” (p. 895; c.f.: Parameswaran & Pisharodi, 1994).
Furthermore, examining how CoO influences brand image (BI) should “reveal the

means to protect or enhance the core essence of a brand” (Pappu et al., 2006, p. 697).

Companies (and, of course, public institutions) all over the world and in a variety of
industries are constantly communicating their CoO via their company essentials. One
such example is carrying it embedded in ones’ corporate brand name. For example in
the airline industry (e.g.: British Airways, Austrian Airlines, Emirate Airlines, Air
Berlin) and the financial services industry (e.g.: Deutsche Bank, Bank of America,
Royal Bank of Scotland, Banque Nationale de Paris), carrying an origin indication is not
just an exception to the rule. Through their corporate brand name alone, these
companies are constantly, visibly and prominently communicating their CoO. It is thus
reasonable to assume that they not only experience high CoE, but these effects are
significantly higher compared to companies without an explicit origin indication.
However, to date no study has analysed these effects. Thus the research question of this

thesis is as follows:

Research Question: Does the country of origin effect differ between companies,
bearing their origin in their corporate brand name, compared to companies where this is

not the case?
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3.2 Hypotheses & Model

In order to answer above posited research question and to check for the influence of the
constructs and associated phenomenon presented in the literature review, several

hypotheses have to be tested for.

Following CoO-literature, the evaluation of a brand is significantly influenced by the
image of its country of origin (Col) (e.g.: Chao 1998; Baughn & Yaprak, 1993;
Zeugner-Roth & Diamantopoulos, 2010). Furthermore, according to Papadopoulos
(1993), one can assume that consumers who are more strongly confronted with a
brands’ (desired) CoO, are more affected by it in forming attitudes towards the brand,
the latter thus experiencing higher CoE (c.f.: Pecotich et al., 1996). One possibility to
enhance country associations of a brand is the integration of the CoO in the corporate

brand name (e.g.: Papadopoulos, 1993). Therefore the first hypothesis reads:

H1: CoE are higher for companies, having their origin cue embedded in their

corporate brand name, than for companies, where this is not the case.

Col, in fact, “may lead to a range of reactions, from simple awareness to attitude
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formation to ‘intention to buy’” (Papadopoulos, 1993, p. 22). Past research has

confirmed the positive effect of Col on both, brand image (e.g.: Johansson &
Nebenzahl, 1986; Thakor & Lavack, 2003) and behavioural intention (Bel) towards
products (e.g.: Roth & Romeo, 1992; Wang & Yang, 2008) Therefore it is
hypothesized:

H2a: Col has a significant positive effect on BI
H2b: Col has a significant positive effect on Bel

However, past studies have shown that CoO has higher influence on the evaluation of
brands, products and services, than on intention to buy (Erickson et al., 1984; Peterson

& Jolibert, 1995; Verlegh & Steenkamp, 1999; Ahmed et al., 2002).
H3: CoO has a higher influence on brand image, than on behavioural intention.

CoE have been found to be specific to the product category (e.g.: Etzel & Walker, 1974;
Han & Terpstra, 1988; Papadopoulos, 1993; Ittersum et al., 2003), the image of the
latter thus bearing significant influence on BI (e.g.: Wall et al., 1991; Wang & Yang,
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2008). In other words, it is hypothesised that the higher the image of a product category
or industry, the higher BI.

H4: Industry Image (II) has a significant positive effect on BI

Sociodemographic characteristics of respondents (age, gender, income and level of
education) are seen as important indicators of CoE (Johansson et al., 1985; Baughn &
Yaprak, 1993; Chao & Rajendran, 1993; Hsieh et al., 2004). However, comparing
different studies, results were either insignificant or pointing in different directions,
their influence thus remaining inconclusive (Heslop & Papadopoulos, 1993). Still, as
comparable studies have, as to the authors’ knowledge, not yet been accomplished, their
influence on BI and Bel is of interest, even though no directionalities can be

hypothesised.
HS5a: Age has a significant influence on BI
HSb: Gender has a significant influence on BI
HSc: Income has a significant influence on BI
HSd: Education has a significant influence on BI
HSe: Age has a significant influence on Bel
HSf: Gender has a significant influence on Bel
HSg: Income has a significant influence on Bel
HSh: Education has a significant influence on Bel

Anderson & Cunningham (1972), in their study, analysed the impact of occupation of
the household head on foreign product preference. Even though he found no significant

effect, occupation is still included in this thesis for the sake of completeness.
HSi: Occupation has a significant influence on BI
HSj: Occupation has a significant influence on Bel

Diverging results, too, have been found for the effect of consumer ethnocentrism (CE)
on the evaluation of brands and Bel towards them (Verlegh, 2007). Most of the

literature though, suggests a negative influence on foreign product evaluation (e.g.:
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Shimp & Sharma ,1987; Ettenson & Klein, 2005; d’Astous et al., 2008). On the other
hand, as only Ettenson & Klein (2005) found CE to (negatively) impact purchase

intention, it is hypothesised that CE doesn’t influence Bel.
He6a: CE has a significant negative influence on BI
H6b: CE has no significant influence on Bel

Familiarity has been found to influence both, BI and Bel (Han & Terpstra, 1988S;
Liefeld, 1993; Lin & Chen, 2006; Wan & Yang, 2008). However, no consensus among
researchers about the directionality of its general influence has been reached. Even more
so, as familiarity has been hypothesised to strengthen perceived images of the individual
person, rather than per se biasing it in any way (e.g.: Alba & Hutchinson, 1987,
Papadopoulos, 1993; Shimp et al., 1993; d’Astous et al., 2008). It is for these results,
the influence of the diverse familiarities (country, industry and brand) on BI and Bel are
expected to not reach significance. As no relationship between II and Bel is

hypothesised, the effects of industry familiarity on Bel are not tested for.
H7a: The influence of country familiarity on BI is insignificant
H7b: The influence of industry familiarity on BI is insignificant
H7¢: The influence of brand familiarity on BI is insignificant
H7d: The influence of country familiarity on Bel is insignificant
H7e: The influence of brand familiarity on Bel is insignificant

Furthermore, past research suggests Bl to have a significant and positive influence on
Bel, implying that the higher consumers think of a brand, the more likely they are to
purchase (consumer) it (e.g.: Ahmed et al., 2002; Wang & Yang, 2008).

H8: BI has a significant positive influence on Bel
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From these hypotheses, we arrive at the following study-model:

Figure 1: Hypothetical Model for BI and Bel
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As a further step, the composition of Col will be analysed and compared with previous

research. For this purpose, the following hypotheses are created:

Even though Balabanis & Diamantopoulos (2004) reported CE to be a less consistent
predictor of products of foreign origin, the majority of past research still found CE to
negatively influence the evaluation of foreign countries (e.g.: Ettenson & Klein, 2005;

d’Astous et al., 2008; Heslop et al., 2008).
H9: CE has a significant negative influence on Col

Next, as CoE are said to be product-class specific (e.g.: Papadopoulos, 1993), the image
of the industry is hypothesised to positively influence Col

H10: II has a significant positive influence on Col

As with BI and Bel, familiarity is said to strengthen country-perception, but not per se

biasing it in a positive or negative way (e.g.: Papadopoulos, 1993).
H11a: The influence of country familiarity on Col is insignificant
H11b: The influence of industry familiarity on Col is insignificant

Furthermore, past research on the influence on sociodemographic data is, as already
mentioned, inconclusive. However, e.g., Baughn & Yaprak (1993) define them as
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important predictors of Col. Thus, they are, as above, said to have a direct influence on

Col, even though no directionalities can be hypothesised.
H12a: Age has an influence on Col
H12b: Gender has an influence on Col
H12c: Income has an influence on Col
H12d: Education has an influence on Col
H12e: Occupation has an influence on Col

From these hypotheses, we derive at the following model:

Figure 2: Hypothetical Model for Col
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4. Methodology

This chapter focuses on the methodology of the empirical study for this thesis. The first
part covers study design, i.e., the companies and countries under study and where the
study has been conducted. Next, the questionnaire development and scales included are
discussed. The following part covers the procedures for data analysis. Last, the sample

description and sampling procedure will be shown and the final study sample described.

4.1 Study Design

In order to answer the studies’ research question and the according hypotheses, a
quantitative study was conducted. Country of origin effects (CoE) were compared
between a company bearing its origin cue in its corporate brand name to one where this
is not the case. In order to achieve a certain amount of comparability and thus
generalizability, both companies had to have same CoO and be active in the same
industry. Furthermore, to reduce possible bias, the two brands to be compared should
both be active on an international market. The study was conducted in two different
countries, in order to obtain a certain international generalizability and follow the ever-
increasing need for international marketing research (Craig & Douglas, 2005). The

study design is presented in table 2:

Table 2: Study design

Country A Country B

Brand A
CoO Industry

Brand B

Following these prerequisites, it was necessary to analyse an industry, where a
significant number of companies carry their origin cue in their corporate brand name.
The financial services industry and Germany proved suitable for this purpose, as in the
former the usage of an origin indication in the corporate brand name is quite common
(c.f.: 3.1 Research Question). Germany, on the other hand, is home of one of the biggest
banks worldwide (Rogers, 2009). Still, it has to be kept in mind that, following the

recent financial crisis, the image of the financial services industry, as well as associated
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brands have suffered in the eyes of the consumer (James, 2009), leading to a possible

lack in cross-industry generalizability of the results.

According to Lim & Darley (1997), Okechuku & Onyemah (1999) and Ahmed et al.
(2002, 2004), real brands were used in the study, in order to obtain more valid results.
Accordingly, Deutsche Bank (DB) and Commerzbank (CB) were selected. Deutsche
Bank currently employs more than 82,000 people in about 72 countries (Deutsche Bank,
2010) and is one of the world’s biggest banks, being second only to Royal Bank of
Scotland in terms of assets (Rogers, 2009). Commerzbank employs over 60,000 people
(with over 30% working outside of Germany) and has, after taking over its competitor
Dresdner Bank, strengthened its position as the countries’ second biggest bank
(Commerzbank, 2010). In terms of Assets, when combining the numbers of both

brands, it currently holds 1 1 place (Rogers, 2009).

The decision on where to conduct the survey was based upon the fact, in which
countries the respective companies both held branches in the area of private banking at
the time of the study, as this would allow consumers to enjoy a certain familiarity with
both brands. Spain and Italy were found to fulfil these requirements. DB holds more
than 250 branches in both countries, respectively. CB holds two branches in Spain
(Madrid, Barcelona) and Italy (both in Milan), thus restricting the data gathering to
these three cities. Germany was not included in the study, as the according results were

not expected to provide information, necessary for reaching the aims of this thesis.

4.2 Questionnaire Development

The following section provides an overview on the development of the questionnaire. It
will be explained, which scales were used to capture the constructs necessary to answer
our research question and the according hypotheses: country of origin image (Col),
industry image (II), brand image (BI), behavioural intention (Bel) towards the brands,
brand origin recognition accuracy (BORA), consumer ethnocentrism (CE), familiarity

and sociodemographic characteristics of respondents.

While designing the questionnaire, care was taken to reduce possible demand artefacts
and response bias, while at the same time keeping it at a manageable length. The order
of stimuli was not rotated, as this would have led to a possible overestimation of CoE

(with Col measured before BI) or CE (with putting an additional emphasis on the
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foreignness of the brands). As in a “well-designed experiment, the interest and purpose
of the researcher is hidden from the subjects” (Liefeld, 1993, p. 118; c.f.: Bilkey & Nes,
1982; Lim & Darley, 1997), consumers were informed, that the purpose of the study is
on globalisation, using the example of the financial services industry. Furthermore, all
measurement scales have been taken from previous country of origin (CoO) studies,

even though some had to be slightly adapted.

The questionnaire was divided into five parts. First, sociodemographic characteristics of
the respondents were gathered. Second consumers’ perception of the financial services
industry (II) was assessed, followed by the evaluation of and intention to buy the
respective brands (BI & Bel). Fourth, the CoO was evaluated (Col) and lastly,

respondents’ level of CE was assessed.

Sociodemographic characteristics were put first, as they were needed to filter out
respondents who did not fit the quotas (Wilson, 2006). Respondents were asked to
indicate their age (in numbers) and gender (male or female). Personal income of
respondents was assessed in different categories of monthly income (steps of € 500,
starting at € 0 - € 500 and ending at over € 2,500). For profession and education,
respondents were asked to check their current profession and highest completed level of
education out of a list of several alternatives. The measures were constructed on the
broadest categories possible in order to improve comparability (Craig & Douglas,
2005). For profession, the possibility to choose other was included, with asking

respondents, choosing this category, to specify their profession.

The next three parts covered the images of industry, brands and country, respectively.
Due to the fact that the constructs were put into a direct relationship, a single scale, able
to measure all three stimuli was deemed preferable. As only the product-related image
of the CoO was of interest for this thesis, the usage of a method measuring the product-
country image was possible. The scale by Roth & Romeo (1992) proved to be
appropriate for the purpose of this study, even though the lack of an affective facet may
reduce generalizability of results. It was originally developed as to measure the degree
of match between (a) product and (a) country. The researchers analysed past CoO-
studies (e.g.: Nagashima 1977; Cattin et al., 1982; Jaffe & Nebenzahl, 1984; Han &
Terpstra, 1988) and identified four common dimensions measuring cognitive production
and marketing attributes of countries and products (innovativeness, design, prestige and

workmanship). As the scale was developed for studying manufactured products, slight
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adaptations were made for it to fit the service industry. Furthermore, a short explanation
was added to clarify the purpose of the question and reduce bias due to diverging
assumption by respondents (e.g.: How would you evaluate the design of services
offered by the banking industry, where design means user friendliness and customer
support?). Attitudes were measured on a 7-point semantic differential scale, where only
the two endpoints of the scale were labelled (e.g.: not appealing and very appealing for
design). This approach allows respondents to take a neutral position if they have no
clear opinion (Wilson, 2006). The evaluation of both brands was assessed
simultaneously, as this approach is said to be closer to real-world situations (Han &

Terpstra, 1988).

All three stimuli were framed by different measures of familiarity, following the need of
covering an appropriate range of experience levels (Alba & Hutchinson, 1987). First,
respondents were asked to self-assess their familiarity with the respective stimuli on a 4-
item scale, as was done for example in Laroche et al. (2005), Ahmed et al. (2004) and
Josiassen et al. (2008). An unbalanced scale was used, as for familiarity there seemed
no necessity of including a neutral position. Furthermore, the amount of previous
contact with industry, brands and country (4-item scale) was measured. For generating a
clearer picture of the familiarity with the CoO (Germany), another variable, intensity of

previous relations (3-item scale) was included.

For the brands, two further constructs were included. BORA was measured at the
beginning of the brand part, with respondents filling in the respective perceived CoO or,
if they had no such knowledge, indicating they don’t know it. After evaluating the
brands, behavioural intention (Bel) was measured with respondents indicating their
intention to contact the companies, if they were looking for private banking services, on

a scale from 0 to 100 (c.f.: Pecotich et al., 1996).

Consumer ethnocentrism (CE) was assessed last, as to prevent putting special attention
on the foreignness of the two brands. CE was measured using the CETSCALE
developed by Shimp & Sharma (1987). However, as the original version consists of 17
items a shortened 5-item version (c.f.: Steenkamp et al., 1999; Verlegh, 2007) was used,
in order to keep the questionnaire at a manageable length. Respondents’ attitudes were

measured on 5-item Likert scales, ranging from fully disagree to fully agree.
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The questionnaire was first constructed in English. A pre-test with 10 native speakers
showed no necessities for changes. Next the questionnaire had to be translated into
Spanish and Italian. A translation agency was hired to fulfil this task. As special care
has to be taken, when translating constructs (Craig & Douglas, 2005), two natives in
both English and the respective target language checked the final version from the
agency, to reduce possible translation errors. They were briefed about the aims of the
study and given the original questionnaire, in order to ensure correctness of translation.
The final questionnaires can be found in the Appendix (A, B and C; due to the online

gathering of data, the formatting is not visually representative of the online version).

4.3 Data analysis

The data will be analysed in three parts, the preliminary, main and further analysis.

In the first part, the data will be screened and purified from incomplete questionnaires
or those, who are sucseptible of the usage of response patterns. Next, it will be analysed,
whether for the five stimuli (II, Blpg, Blcg, Col and CE) the mean can be used for
further analysis via e.g., Cronbachs alpha, a method of assessing the internal
consistency of a scale (e.g.: Jaffe & Nebenzahl, 1984; Craig & Douglas, 2005). Next,
via comparison of means within countries, it will be analysed, whether for the diverse
familiarity variables, one single variable can be constructed, in order to ease further
analysis. These two steps further provide a basis for the validity of cross-country
comparison of results, as it has to be ensured that differences in ratings by respondents
is attributable to real differences in perceptions and not bias induced by e.g. response
styles (Craig & Douglas, 2005). The next analysis consists of checking the BORA rates
as it has to clarified to what extend respondents are aware of the origin of the brands
(c.f.: Samiee et al., 2005). As a further step, the means of the stimuli will be compared
across the two countries for getting a glimpse on possible intercountry differences.
Furthermore, possible differences between the two brand images within countries will
be checked for, too, via comparison of means within countries. The part closes with a
correlation analysis of all variables but sociodemographic data. This method allows for

the detection of relationships between variables (Field, 2005).

The second part will answer the research question and the acording hypotheses. For this

matter and, according to the two research models presented above (c.f.: 3.2 Hypotheses
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& Model), a multiple regression analysis will be conducted. This method allows for the
analysis as to whether a variable has a significant influence on the dependent variable
(BI, Bel and Col, respectively). As all our hypotheses have been derived from past
academic literature, the usage of this method will provide us with useful insights on the

statistical significance of influence of variables (e.g.: Field, 2005).

4.4 Sample

,»As the adequacy of the sampling procedures affects the generalizability of research
findings, it must be carefully considered in designing origin-related research® (Baughn
& Yaprak, 1993, p. 103). In order to guarantee for a certain amount of comparability
between the two countries, the respective samples were of equal size and demographic
structure (c.f.: H&ubl, 1996). Therefore, the quota sampling method was applied,
resulting in a reduction of generalizability of results, due to the use of a non-
probabilistic sample (Craig & Douglas, 2005; Wilson, 2006). Quotas were set at a
minimum of a third per gender and city (the latter only in Spain) and care was taken to
balance out the sample in terms of age of respondents. The age range was set at 20-49
years, representing a primary target group in the private banking sector. Quotas were set
at a minimum of 20% per age group (20-29, 30-39, 40-49). Levels of education, income
and occupation did not underlie any quotas, thus were expected to vary freely among
respondents. The usage o