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FOREWORD

This paper as a part of fulfillment of The Master’s degree program in Business Administration
at Agder University College claims to investigate prerequisites for implementing country of
origin marketing strategy by Norwegian Seafood companies in the Ukrainian market. So far
business relationships between Norwegian seafood companies and Ukrainian market were
only those based on direct export strategy. Author argues that for a long-term success of
Norwegian seafood products in the Ukraine, a more consequential and controlling marketing
strategy should be introduced. To investigate current situation in the Ukrainian market, a
survey to discover attitude toward Norwegian seafood products, knowledge of Norway and
ethnocentrism level among Ukrainian consumers has been distributed and data colleted.
Ukrainian companies, importers of Norwegian seafood, have been contacted and interviewed
on their impression of Norwegian seafood. The results of this study are hoped to be of great

importance for Norwegian companies in their further penetration of Ukrainian market.

I would like to thank for assistance and guidance my advisor Andreas W. Falkenberg and the
market chief for the Ukrainian market at the Norwegian Seafood Export Council Berge
Gronbech. I am especially grateful for my family back home in Ukraine for helping to collect
the data and also to my boyfriend for his support and understanding.
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1. INTRODUCTION

Nowadays internationalization becomes one of the “must” for a company to stay competitive
in the market. In order to obtain the necessary sales level to survive in the competitive
international environment, companies expand to new, lately emerged, dynamic markets.
These markets attract companies with their large populations and positive prospects of

economy growth compared to saturated markets in developed countries.

Operating in an international market is always a challenging step for a company, especially,
when the new market represents emerging country environment with their immature and
changing economical and political infrastructure. To achieve success in any market requires
from the company implementing a market strategy that reflect not only the country’s
characteristics but also the aspects of consumer behavior. Because of the frequent shift of the
conditions in the emerging market environment, the company must be aware of the
continually adjustment of the current strategy to the changes that took place in the market in
order to achieve a sustainable long term success there. Knowledge of products’ attributes
important for consumers in a particular market and which of them has largest influence on the
final product choice are of great importance. There is great variety of attributes of a product
available for a consumer to evaluate perceived quality of the product when purchasing goods.
When the product is known for a customer he or she will probably base their purchasing
decision on previous experience they have had with a product such as smell, taste,
workmanship, performance and so on. In case if the product is unknown consumer makes the
evaluation based on the products’ extrinsic cues that works as an “halo”, such as brand name,
or country of origin of a product. The country of origin of a product is recognized by several
researchers as a powerful cue of a product that has an influence on both, perceived quality of
a product and on purchasing decisions of consumers. In the past, studies on this topic dealt
mostly with how country-producer information affects consumers. Nowadays with
globalization of the market and popularization of outsourcing, studies on the country of origin
effect focus more on the strategic implications for managers when dealing with country of

origin decisions.

The business connection from Norway to Ukraine is mainly those related to seafood-trade
activities. Norway has been trading fish to Ukrainian market for a long time. In the last years

Ukraine became a more and more strategically important market with remarkable growth
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potential for Norwegian seafood industry. From being in the 2001 on the 20th place among
most important markets for Norwegian seafood, just in couple of years Ukraine climbed up to
the 13th, and being second (see Figure 1.6) important market for pelagic fish, today (NSEC,
2006). To say more, Norwegian part of the total amount of fish imported to Ukraine is more
than 60 % (. However, previous research obtained by Norwegian Seafood Export Council in
the Ukrainian market shows astonishing results in terms of Ukrainian consumers’ ignorance
and unfamiliarity with Norway as a largest seafood exporter. Considering latest happenings in
the Ukraine that contributed to improved, more secure investment environment, growing
purchasing power of Ukrainian consumers and growing demand for seafood it seems like the
Ukrainian market is ready to accept more advanced marketing strategies than those “deal-
marketing” strategies prevailing there so far. Author argues that in order to ensure a long term
successful presence of Norwegian seafood in the Ukrainian market Norway should start to
enhance its image among Ukrainian consumers through implementing country of origin

strategy.

This paper investigates the nature of the Country of Origin effect and its role in a marketing
strategy as a potential source of the competitive advantage. It also assesses the current
positioning of the Norwegian seafood among Ukrainian consumers and Ukrainian seafood
traders and evaluates the ground for a prospective implementing of country of origin
marketing strategy in the light of two theoretical constructs related to country of origin effect

and consumers’ behavior: country of origin image and consumers’ ethnocentrism level.

Further analysis proposes use of country of origin by Norwegian seafood companies as

beneficial for the future demand growth and strengthening the overall image of Norway.

1.1 Ukraine and its seafood market.

Ukraine is a beautiful country strategically well located in the middle of Europe, close to the
biggest market, such as Russia and other European countries. With the population of almost
50 million inhabitants and land area of 603,700 sq km, it is one of the biggest countries in
Europe, approximately of the same size as France. Since the crash of Soviet Union in 1991
the Ukraine has been recognized as an attractive market for international companies. There

are many arguments for that. First of all, the large population and relatively high level of
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education, great supply of row materials (fertile black soils, minerals) and last but not least
long-term growth potential. Taking into account all this facts Ukraine should be exceeded
with investments from all over the world investors. But the reality is completely reversed.

Since independence from the Soviet Union, Ukraine has put much effort into changing
economy from centrally-planned to a market economy. Fist years of independency were
characterized by overall declining in the industry, eight years with negative GDP, high
inflation and unemployment rate (Ukrainian Statistical Bureau, 2006). Additionally, frequent
changes of the government and its pro-Russian orientation did also contribute to the low
investment rate, delaying development of Ukraine. Consequently the environment was not

favorable for international investors.

However, in the last three years Ukraine finally started to deliver (see Figure 1.1). The last
news from the Ukraine have been promising. Gross Domestic Product growth of almost 15%
(Ukrainian Statistical Bureau, 2006), and the shift of government orientation with arrival of a
new, reform-minded president, Viktor Yushchenko, opened new horizons for western
investors. New government sees Ukraine as a member of WTO in the near future, NATO and
hopefully soon a member of European Union as well. To meet requirements of these
international organizations, reforms have been undertaken by the Ukrainian government.
Among those reforms, the most urgent are following: to fight the corruption, reforms in
political and economical environment and also, energy independence from Russia. The last
point deserves some more explanation in terms of strategic orientation of the country. Ukraine
has always had a good relationship with this powerful neighbor but just as far as Ukraine was
collaborating its politic decision with Russia, of course in the favor of this country. Once the
government became Western Europe oriented and started implementing decision that was just
for the best of the Ukraine and its citizens, the relationship get cooler. Russia began the
strategy of punishment, setting barriers on the way of Ukraine’s development. Taking into
account that the Ukraine did not leave these things unnoticed and started to pay back by doing
similar action, the situation did not get better. The positive side of this is that it resulted into

more space for business activities for other investors from Europe.

The Ukrainian business environment is challenging and under continuous transforming to the
best. It presents huge opportunities for those investors who can align their needs with the
needs of Ukrainian market, combine the local expertise with the best global practices and will

exploit a practical approach in developing the market.
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Economic Overview

Major Economic Indicators
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Figure 1.1: GDP growth in Ukraine (USB, 2006)

As to Norwegian investments into the Ukrainian market, there are not very significant. But
those few, who did invest into Ukraine at the early stage of the country development, already
achieved remarkable success. Among them, probably the largest success attained “Telenor”,
the company owns about 60 % of stocks of the “Kyivstar”, one of the largest telecom
companies in Ukraine. “Elopac” a producer of package solutions for diary food did acquire a
plant that produces carton packaging for Ukrainian food producers. The number of investment
can be much higher because some Norwegian companies invest into Ukraine through
investments in other foreign subsidiaries. For instance, “Orkla” invested into Ukraine’s

brewing business through Baltic Beverages Holding (IPA, 2006).

Total trade between the Ukraine and Norway was around $160 million in 2002, where
Norwegian export to Ukraine, mainly fish and seafood accounted for 93 %. Norway imports
from Ukraine steel, iron, chemical products, ship hulls and grain. According to the Norwegian
Trade Council interest to Ukraine from Norwegian companies is steady growing as they can

see from the increased numbers of inquiries about doing business in that market (IPA, 2006).
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Regarding the Ukrainian seafood market, Norway has had their presence in the Ukraine since
early 90s. During last years Ukraine is becoming steady more important market. From being
in 2001 on the 20th place on the list of the most important Norwegian seafood importers, only
after five years it ended up on the 13th in 2005. This strong total growth of the export value
was achieved due increased demand for Norwegian fish and increased prices for seafood
(NSEC, 2006). The large Ukrainian population and the prospective growth in fish consuming
make Ukraine a strategically important market for Norway in the future. Better purchasing
power among steady more European oriented Ukrainian consumers creates more sophisticated
requirements for seafood products in the stores. On the same time establishing and opening
new, of European standard supermarkets in the coming years will increase accessibility and
demand for new seafood products from Norway (NSEC, 2006). According to NSEC, on
average, one Ukrainian eats around 15,4 kg of seafood a year, 83 % consume fish more than
one time a month (NSEC, 2006). Seafood has a strong tradition in the Ukrainian kitchen both,

in everyday life and for especial occasions.

Herring, pollack and salmon are most popular fish arts that are trading to Ukraine.
Approximately 60 % of imported fish in the Ukraine is Norwegian (Zerkalo Nedeli, 2005) and
mostly it is a raw product that further will be reproduced into seafood products or sold as a
frozen product. Herring is the fish art that is eaten most of in the Ukraine. Norway exports
herring of the best quality to the Ukraine, having achieved already one of the strongest
positions regarding this fish art among Ukrainian traders. But as it was mentioned previously,
the information about Norway as a fish-exporter and the excellent quality of its seafood does
not rich regular consumers. According to the results of a research undertaken in 2002 by
NSEC, on the question “Can you tell me all countries you know as producers of herring” only

24% recognized Norway as a herring producer (see Figure 1.2).

10
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Figure 1.2: Ukrainian consumers’ knowledge of countries exporters of herring

(NSEC, 2006)

1.2 Norway as a fish nation and role of NSEC in marketing of
Norwegians seafood.

Norway has always been a fish nation. The long coast and plenty of fiords allow harvesting
many of the sea treasures. The most important challenge for the country regarding these
supplies is managing the fish stocks in the proper way - to the best for nature, and people.
Nowadays fishing industry is the third most important export industry in Norway with its 5.2
% of the total export, being only behind petroleum and metal industries (See Figure 1.3).
Major export markets for Norwegian fish are Denmark, Russia, France and Japan. In 2004 the
positive trend of increased export of Norwegian seafood were observed, it reached 160

thousands tones for the total value of NOK 2 billion (NSEC, 2006).

11
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Figure 1.3: Fishery and aquaculture industry’s share of Norwegian export

(NSEC, 2006)
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Figure 1.4: The leading fishery nations, fishing and aquaculture (NSEC, 2006).
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Figure 1.5: Export values for Norwegian fish (NSEC, 2006)
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Figure 1.6: Major markets for herring (NSEC, 2006)
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Despite significant increase of seafood export to the EU the fastest growing markets for the
Norwegian fish are markets outside EU such as Russia, Brazil and China. The amount of fish
in Norwegian waters varies from year to year explained by natural tendencies. The catch last
year has been doubled since 1990, the historical lowest catch. Considerable fish farming
started in the beginning of 1980s when finally, the success in the large scale fish producing

has been achieved (NSEC, 2006).

NSEC- the Norwegian Seafood Export Council is an institution created by the Norwegian
government in 1991 as a combined marketing and information council for the Norwegian
seafood industry. The goal of the organization is to improve the interest and awareness of
Norwegian seafood in Norway and other countries around the world. NSEC is the marketing
and public information organization for the Norwegian fisheries and fishing industry. It
handles general marketing and information activities for the Norwegian seafood industry in
international key markets and in Norway itself. The NSEC advises the Fisheries Ministry,
gathers information about the market, compiles export figures and assists the export of
seafood by making available information and developing marketing and communication
activities. The NSEC’s managing board consists of representatives from both, fishing and
aquaculture industries. Its activities are financed 100% by the fishing industry. The NSEC’s
headquarter is located in Tromse. It also has representatives in the most important markets
such as Germany, France, Japan, and China (NSEC, 2006).

The Council’s activities are as following (NSEC, 2006):

e Marketing, to increase demand for the Norwegian fish. NSEC is undertaking
marketing activities approved by the fishery industry; collaborate and support
companies’ own sales promotions; it has been created advisory marketing
groups for various arts of fish (salmon, trout, whitefish, prawns, conventional

products, and pelagic fish).

14
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Market information. NSEC is in charge of preparing statistic and market
analyses for seafood exporters and other industry participants. The goal is to
ensure a good decision foundation for the industry, authorities and the NSEC
internally.

Market access. Another goal of NSEC is to prepare information on
competitors for the Norwegian seafood and the information on the conditions
in the central markets for the industry participants.

Public relations. NSEC as a marketing agency also undertakes activities to
maintain the good reputation of the Norwegian fish. Through setting a plan of
actions and the active influence, NSEC contributes to the reputation of

Norwegian seafood at home and abroad.

Promoting Norway as the country of origin of seafood is a central issue in the NSEC’s

activities. In connection to this in 2004 NSEC carried out over 550 marketing activities in 22

markets. Press-campaigns, campaigns in stores and restaurants, as well as various educational

activities were presented in advertising media. Compared to previous years, less resources

was spent on pure consumers advertising, shifting attention to retailers, in-shop activities and

work aimed at foodservice sector (NSEC, 2006).

Consumer & preferred country of origin by product
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Figure 1.7: Consumer’s preferred country of origin by product (NSEC, 2006)
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2. THEORETICAL FRAMEWORK

2.1 Country of origin phenomenon in international marketing.

The cue of the country of origin has been identified by marketers for a long time as a factor
that has a potential to influence consumers’ evaluation of a product. A large amount of
research papers deal with COO and issues related to different countries, products and
consumer surveyved (Usunier, 2003). The roots of this phenomenon go back to 1965 when
Schooler was the first to give a support for the existence of country of origin effect. Further
Nagashima (1970) discovering “made in effect” developed a worldwide accepted definition of

country of origin, as:

“the picture, the reputation, the stereotype that businessmen and consumers attach to
products of a specific country. This image is created by such variables as
representative products, national characteristics, economic and political background,
history and traditions”

. Yet somewhere different definition was offered by Roth and Romeo (1992):

“country image is the overall perception consumers form of products from a
particular country, based on their prior perceptions of the country’s production and
marketing strengths and weaknesses”.

Despite of some distinctions between the definitions, the corner stone of country image effect

is its influence on consumer’s purchasing decision of any products, including a physical

product, a place to spend vacation or an investment object.

With development of a global economy, the country of origin became a managerial decision
variable (Brodowsky et al., 2004). The manager can choose to design products in one country
and manufacture or assemble them in others. A good example of this can be the famous iPod
from Apple, on the panel of the MP3 player written: “designed in USA, made in China”, here
the managerial concerns of cost resulted in the moving out manufacturing of the product to
China - a well known low cost country producer. Managers also decide how country of origin

can be used to gain competitive advantage.

There are many indicators which help consumers in identifying country of origin of a product.

Papadopoulos (1993) distinguishes following of them:

16
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¢ Embedded directly into the brand name (Alitalia airline, France-Soir Newspaper)

e Indicated indirectly through the brand name even if brand does not contains country
name (Apple is American and Lamborghini is Italian)

e Indicated directly or indirectly in the producer’s company name, for instance Nippon
Steel

e Promoted expressly as a significant part of, or as “the” brand’s unique selling
proposition

1. Direct use of country message
Adapting country image to company image

2
3. Lateral transfer of image to an unrelated product
4. Plying on a reverse-negative stereotype

5

Industrial marketing

e Included as a centerpiece of a part of package design ( a nations flag, flag colors, or
some other internationally recognized symbols)

e Used in connection with a company sales force or other service people

e Associated, directly or indirectly, with well known representative symbols of the
origin country (advertising, brand and corporate logos, etc.). Associations can be
linguistic, visual, and/or aural

e Related to regions

e Provided by third parties

Lately, among researches aroused a discussion on the relevance of country of origin in the
modern world. Some authors claim the issue of country of origin to be a convenient and
feasible research object. They are accusing the country of origin researchers in ignoring
changes that happened in the international business regarding globalization of manufacturing
and marketing operations (Usunier, 2003). However, recent evidences indicate that learning
of country of origin is not necessary good or bad, the central point is that it has effect on
stimulating greater interest of consumers in the product. As a result, consumers think more

broadly about a product and evaluate it more carefully (Whai-Kwan and Wyer, 1994).
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2.1.1 Fishbein model and individual differences.

Before moving further, it will be explained how consumer process information about a
product and how he or she develop their attitudes and preferences. Once consumers engage in
purchasing process they are involved in the evaluation of various descriptive, inferential and
information cues connected to the product. The brand name, country of origin, package
design, price, taste, smell, color, all this factors play in when choosing the final purchasing
alternative of a product. Fishbein model and its extended version “the theory of reasoned
actions” can be used to clarify this process. The model measures three components of attitude

(Solomon, 2004):

e Salient beliefs consumers have about an product during evaluation
e Object attribute linkages or the probability that a particular object has an
important attribute

e Evaluations of each of the important attributes.

The overall attitude toward a particular product is obtained by multiplying a consumer’s
rating on each attribute for all of the brands considered by the importance rating for that
attribute. This means that consumers engaging in a product evaluation base their final
decision on a variety of information cues associated with the product (Solomon, 2004). These

cues can be intrinsic or extrinsic.
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Figure 2.1: Extrinsic and intrinsic information cues.

In case when consumers do not have any experience with the product - lack intrinsic
information (taste, smell, color, performance, futures) they tend to use extrinsic cues such as

price, brand name or country of origin in the process of evaluating the quality of a product.

In general, it has been identified three mechanisms to explain country of origin effect
(Verlegh and Steenkamp, 1999). When country of origin is used as information cue to
evaluate product quality, it is a cognitive mechanism; when consumers use country of origin
to convey their social or personal norms it is a normative mechanism; and the affective
mechanism appear when consumer consider country of origin having an symbolic or

emotional value.

Consumers’ behavioral researchers have noticed that situational factors used to manipulate the
extent of attitude changing sometimes account only for small part of the outcome. This is
probably because of individual differences among consumers in their desire to engage in
issue-relevant thinking when they form their attitudes (Cacioppo et al., 1984). Such a desire is
known as an individuals’ need for cognition further explained as an individual’s intrinsic
motivation to engage in effortful cognitive motivation processing (Cacioppo and Petty, 1982).
Since country of origin is used by consumers to evaluate a product, additional insights can be
obtained from studying the issue of the need for cognition. There are some arguments that

consumers, intrinsically interested in analyzing and processing product related information,
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are more likely to judge the product based on its attributes. Conversely, those, enjoying the
outcome more than the process of thinking, will be less motivated to analyze the products’
attributes. This category of consumers in order to take a quick decision will rely on the
obvious and easy available information such as the country of origin of a product. In this case
consumer employs a simplified type of information processing also called the heuristic

information processing (Zhang, 1996).

Solomon (2004) suggested some strategic implications emerged from the Fishbein model.
First, company can capitalize on relative advantage. If one brand is considered to be better
than other on a particular attribute, manager should emphasize the importance of that attribute
for consumers. Second, if marketer finds out that consumer does not connect his product with
a certain attribute which has been stressed by the marketing campaign, those product’s
qualities should be developed. Third, trying to distinguish themselves from competitors, a
company can create a new unique aspect of a product that also is high valuable by consumers.
And the last implication is suitable for those who use strategy of comparative advertising, one

can try to decrease the positivity of competitors product compared to its own product.

2.1.2 Halo and summary effect.

Several previous studies researching country image mentioned importance of the country’s
image as a “Halo” in evaluation of the quality of a product. Han (1989) was not only
concerned about country image as a halo when a consumer deals with unfamiliar product but
also the effect of country image on product evaluation when consumer is familiar with the
product. He developed two constructs to test two alternative views of the role of a country’s

image in the product evaluation: halo and summary constructs.

Country image as a halo
This view claims that the uncertainty about products’ true quality forces consumers to use
country’s image in a product evaluation before purchase. Here the situation is somewhere
similar to the role of price in product evaluation when the product information is lacking,
price infer quality of the product. Han draws two theoretical implications that result from halo

effect:
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1. Consumers infer product quality from country image
2. Consumers’ rating of product attributes is affected by country image.

The following structural relationships have been suggested:

Country image — beliefs — brand attitude

Country image as a Summary Construct

In this case consumers “recode and abstract individual elements of information into higher
order units or “chunks” “(Han, 1989). The benefit for consumers is that these “chunks” are
easier to store and retrieve from the long term memory, consequently a consumer does not
examine attributes of an alternative brand but simply recall from the memory a previously
formed evaluation for each alternative. In other words, according to Han (1989) consumers
can abstract information about a country’s product because brands with identical country of
origin have similar product attributes.
Theoretical implications are as following:
1. Consumers abstract product information into country image
2. Consumers’ attitude toward a brand from a particular country is directly affected
through that country image instead of indirect affecting through product attribute
rating.

Suggested structural relationships:

Beliefs — country image— brand attitude

Investigations made by Han have important implications for the international marketers. If the
country has a positive image, companies representing that country will benefit by selling
products even if they are of lower quality, thus damaging others companies from the same
country. A control from government side is needed to preserve country images from
damaging. This could be provided by establishing quality standards simultaneously
encouraging those companies who meet these standards by some incentives, such as tax
reduction or subsidies in production and marketing.

Kleppe et al. (2002) demonstrated halo and summary effects and their connection to country

image, country equity, and product country image in Figure.2.3
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Figure 2.3: Country image, country equity, and product-country image

(Kleppe et al., 2002).

2.2 Constructs related to country of origin effect

2.2.1 Country image

Images are inalienable part of human being or of consumers’ perception of subjects that

surround them. Given that perception occurs at the individual level, every person has its own

image different from other people’s image about an object (Papadopoulos and Heslop, 1993).
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Another assertion by Papadopoulos (1993) about images is that “since people act on what
they believe is true, “intrinsic reality” whatever it may mean and however it may be
determined — plays a lesser role in human affairs than “perceived quality””. Literally that
means that intrinsic attributes of a product should not be important for consumers so far he or
she has a positive image of that product. This assertion makes images one of the most

important sale drives in marketing.

Country of origin image is one of the images consumer connects to the product by its “made
in” label. Moreover country names are responsible for those associations added to or
subtracted from the perceived value of a product (Kotler and Gertner, 2002). Country images
are also results of its geography, history, famous people born and living there, its music,

fashion and art. Kotler et al. (1993) gives following definitions for country image:

“the sum of beliefs and impressions people hold about places. Images represent a
simplification of a large number of associations of information connected with a
place. They are a product of the mind trying to process and pick out essential
information from huge amounts of data about a place.”

Another significant fact about images is that it unavoidably leads to stereotyping and
generalization. Stereotype is a knowledge structure based on interferences across products.
Stereotypes are often subjective and incorrect but they are important in complex purchase
situations to simplify decision (Maheswaran, 1994). Good examples of stereotyped products
images are English tea, Chinese silk, German cars, and French fragrances. One study, showed
to the college students from Australia, USA and Ireland pictures of “Irish pub” taken in each
of those countries with the question on which, was most likely to be the authentic one from
Ireland. Most respondents actually picked one that was not Irish; the bars in Australia and
USA are adding the stereotypical irish design elements like green colors, four-leaf clovers that
are hard to find in a real Irish pub (Lego, Wood, McFee and Solomon, 2003). This example is
a further proof of how people are more likely to pay attention to information which confirms
their expectations, “they prefer to adjust what they see to what they know” and the successful
use of this human weakness by marketers (Kotler and Gartner, 2002). This human weakness
is successfully used in many marketing campaigns.

It is a very important connection between product and its country general image. Generally

when consumers have negative image about a particular country they are also likely to
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transfer these attitudes toward people in that country and vise versa. Logically, those attitudes
will be transferred toward products made in that country too (Morello 1984; Wang 1978).
That is why it can happen that sometimes country stereotype does a bad favor for marketers.
Some researches argue that even if the country has a positive image but the product category
does not fit with a common country image it also can result in some negative outcome (Roth
and Romeo, 1992).

As usually images are long lasting and difficult to change because of the peoples’ ability to
ignore information that confronts their previous knowledge. However it may be possible to
improve country images or instead of disprove a negative image it may be easier to create a

new, the positive one (Kotler an Gardner, 1993).

Researches carried out in England confirmed the idea of the negative effect on consumers the
British originating of a product. The managers of the British car brand, Jaguar had to diminish
the car’s connection to the country of origin and develop a high tech image in order to not
awake in minds of potential buyers the negative associations connected to the car from its
home country image (Barret, 1996).

It should be kept in mind that the country of origin image is not only important for consumers
or professional buyers in choosing a regular product but also while choosing a travel

destinations or an investment object (Papadopoulos and Heslop, 1993).

2.2.1.1 Measuring country image.

Despite the popularity of the country of origin issue among researchers, the accurate method
to measure or understand the country of origin phenomenon in a target marked is yet to be
developed. The Handbook of Marketing Scales gives an overview of two scales to measure
country image. The first “Country Image Scale” invented by Martin and Eroglu (1993) is
dedicated to find out what a person thinks about particular country. The authors gave their
definition of country of origin as “the total of all descriptive, inferential, and informational
beliefs about a particular country” (Martin and Eroglu, 1993). They also argue that country
image is conceptualized as a different from the attitude toward the product from a certain
country and can be influenced by a direct experience a consumer has with that country. The
original version of the scale had four dimensions still the final form consists of fourteen items

from three dimensions: five items on political factor, five items on economical factor and four
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items on technological factor. Items scored on 7-point semantic differential scale and can be
summed within dimensions or all items summed together to find out the overall country

image (Bearden and Netemeyer, 2001).

Pisharodi and Parameswaran (1992) developing their version of country of origin scale, use a
different description of country of origin than previous author. According to their vision, the
country of origin is a dynamic construct which affect peoples’ purchasing decision by means
of stereotypical perceptions attached to products from different countries. Moreover, the
scale’s construct covers not only consumer’s perception of a given country, its economical,
political and cultural characteristics but also a specific product’s images perceptions. The final
version of the scale includes 24 items scored on 10 point scale ranging from “Not at all
appropriate” (1) to “Most appropriate” (10). The scale consist of six factors: related to
general product attitudes, related to general country attitudes, and related to a specific

product’s attitudes.

Both scales were developed from extensive literature searches, expert panels and pilot surveys
among consumers. However, they are reduced and purified to a level where the scales largely

contain generic, descriptive or factual items.

2.2.2 Ethnocentrism.

Consumers’ reactions to imported goods are various around the globe. They depend on many
factors, on one’s personality, education or development level of a country. In general people
tend to rate products manufactured in their own country higher than those that are imported.
This predisposition of consumers to prefer products from their own country is called
ethnocentrism. The ethnocentrism concept was first applied in 1906 in sociological literature
to differentiate between in-groups and out-groups individuals. Psychologists study
ethnocentrism as the level of an individual to evaluate their own values and ways of thinking
as the superior ones, and to criticize others compared to their own (Ueltschy, 1998). Some
researchers claim to discuss country of origin effect only in light of ethnocentrism level of a

particular country (Brodowsky, 1998).
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Shimp and Sharma (1987) were first to introduce the term of “consumer ethnocentrism” that
was applicable for studying consumer behavior and making marketing implications. To
measure grade of ethnocentrism Shimp and Sharma (1987) developed Consumer
Ethnocentrism Scale-“CETSCALE” which since than has been extensively used in
researching issues related to ethnocentrism, to measure this phenomenon. After the SCALE
was introduced, it has been found various correlations between level of ethnocentrism and
demographical characteristics. There are evidences that consumers in developed countries rate
domestic products more favorable than foreign made products (Lumpkin and Crawford,
1985). The opposite situation has been observed in developing countries. Consumers in
Hungary, a developing country, do not trust nationally made products as much as imported
products (Papadopoulos et al., 1989). Ethnocentric consumers not only prefer “homemade”
product but they also feel it is wrong to buy imported products, mostly because it will harm
domestic economy. Conversely, non-ethnocentric consumers do not evaluate the product on
the basis whether it came from outside country, they even can be evaluated as superior to

domestic goods because they are manufactured in foreign country (Shimp and Shama, 1987).

In Mexico it has been invented a special word - “malinchista” or betrayers, which describes
those who purchase foreign products undermining the Mexican identity by doing so (Kotler
and Gardner, 2002). Marketers recognized that consumers’ ethnocentric feelings can be used
in developing positive attitudes toward domestic-made products which is crucial in product
evaluations and purchase choices. In Norway marketing campaigns like “Godt norsk™ are one
of the campaign which appeals to high ethnocentric consumers. Some countries, like USA,
France are known worldwide as the most ethnocentric ones. The support of higher consumer
patriotism among Caucasians, females, older people and blue collar workers has been found
by Han (1988). Further, Herche (1992) come up with another discovering that claims
CETSCALE to be a better predictor of foreign products purchases than demographical
variables. Despite all the evidences about correlations of ethnocentrism and purchasing
behavior of imported products by consumers it is still a challenge to profile the ethnocentric

segment of a market (Brodowsky, 2004).
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2.2.2.1 Measuring ethnocentrism

As it has been mentioned previously Shimp and Sharma developed a scale to measure
consumers’ level of ethnocentrism. CETSCALE has been constructed and purified through
the stages of item generation, item screening, two purification studies, and four subsequent
studies conducted to examine the psychometrics of the scale (Bawa, 2004). The scale also has
high reliability and validity. Though authors of the scale did not classify its items, Lindquist et
al. (2001) argue that items are related to the following four concepts: “it hurts the domestic
economy”, “results in loss of job”, “is unpatriotic” and “is tied to product availability”.

The scale does not give an answer whether consumers are ethnocentric or not ethnocentric but
rather give a scores ranged from 17-119 on how ethnocentric they are. A short version,

consisting only of 10 items has been developed to simplify the scale, thus the reliability of the
short version of CETSCALE get lower in this case.

The scale gave somewhere different results in different parts of the world. Results from US,
Russia, Japan, Spain, France and West-Germany, supported the unidimensionality, reliability,
discriminant validity and nomological reliability of the scale. The results on 10-items scale in
Czech Republic, Hungary and Poland are varied but still acceptable (Lindquist et al., 2001).
In the Nederland the short version of CETSCALE has been found being not unidimensional
(Bawa, 2004). It has also been found inconsistency of scale across product categories
(Herche, 1992). The mean score of the CETSCALE seems to be stable over time for the
population as a whole but it is changing regarding specific sub-groups (Nielsen and Spence,

1997).

2.2.3 Animosity

Animosity is a relatively new phenomenon in the marketing literature. This construct can be
fully understood only if marketers have a good insight into the history of the country and its
relationships with other countries (Amine et al., 2004). Klein, Ettenson and Morris (1998)
give a definition of animosity as “remnants of antipathy related to previous or ongoing
military, political, or economical events”, they also emphasize that it has an effect on
consumers’ purchasing decision such as “consumer might avoid products from the offending

nation not because of concern about the quality of goods, but because the exporting nation has
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engaged in military, political, or economic acts that a consumer finds both grievous and
difficult to forgive”. It has been found evidences of consumers’ animosity among Chinese
toward Japanese products, because of Japan’s occupation of China, and Japan’s unfair trade
practices toward China (Klein, Ettenson and Morris, 1996). Also Australians express some
level of animosity toward France, and most recent evidences show an unfriendly relationship
between United State and France (Amine et al., 2004). Animosity is somewhere related to
consumers’ ethnocentric feelings, still the difference is that the last results from pure love and
attachment to country, or caused by economic superiority, or national patriotism feelings
(Balabanis et al., 2001). Nijssen and Douglas (2004) have evidenced that animosity can

increase feelings of ethnocentrism.

There are four types of animosity stable versus situational and personal versus national (Ang
et al. 2004):
e Stable animosity arises from the counties’ past, historically difficult
relations between two countries.
e Situational is more related to countries’ current political and
economical happenings.
e National animosity, consumers’ negative attitude toward a particular
country
e Personal, drives from an individual negative experience that may have

occurred through contacts with foreign country.

2.3 Moderators of country of origin effect

Chue and Kao (2004) identifying factors which affect perceived quality, beside country of
origin that was described in previous chapter, distinguish following moderators of the country

of origin effect on the perceived quality of a product.
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Figure 2.4: Country of origin moderators (Chue and Kao, 2004)

2.3.1 Value perception

Despite consumers’ agreement on cues indicating quality, the consistence of “value” remains
very much personally and idiosyncratic. Respondents in the exploratory study conducted by
Zeitmahl (1988) described the word “value” as a variety of attributes and higher level

abstractions. Following diverse meanings of values derived from the study:

1. Value is low price; consumers associate perception of value with what they have

to give up.
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2. Value is whatever one wants in a product; the benefit one receives from the
product.

3. Value is the quality that consumer receives for the price paid; a tradeoff between
“give” - price and “get”’-quality

4. Value is what consumer gets for what they give; the all relevant “give” and “get”

components.

Further Zeitmahl draws an overall definition of value based on the all four consumers’
perceptions of “value”. It is “the consumer’s overall assessment of the utility of a product
based on perception of what is received and what is given. Though what is received varies
across consumers (some may want volume, others high quality, still others convenience) and
what is given varies (i.e., some others concerned only with money expended, others with time
and effort), value represents a tradeoff of the salient give and get components” (Zeitmahl,

1988).

2.3.2 Perceived risk

Perceived risk is another factor that can moderate perceived quality of a product. Some
researchers (Jacoby and Caplan, 1972; Garner 1986) divide risk into six scales: financial risk,
performance risk, physical risk, psychological risk, social risk, and temporal risk. However
most studied types of risk are performance risk and social risk. When consumers make a
purchasing decision, especially for durable goods, beside situational factors such as price and
service they consider also the long-term use of the product. Here consumers perceive the
future consequences of the products owning as a component of risk. Risk is defined as “a
subjective expectation of a loss” (Stone and Gronhaug, 1993). All the risk dimensions are
suggested to be viewed as “an expectation of future loss that contributes to a good’s perceived

value for money at the time of purchase” (Sweeney et al., 1996).

Financial risk — net financial loss to a customer including the possibility that the product may
need to be repaired, replaced or the purchase price refunded.(Horton, 1976)

Performance risk — a loss incurred when a brand or product does not perform as expected
(Horton, 1976).

The influence of risk on a perceived quality varies depending on a product and one’s

individual level of risk aversion. Innovators probably will be less influenced by risk when
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buying goods. At the same time, others can be price averse, in this situation the motivation for
a consumer is a short-term loss of the cost of the good (Sweeney et al., 1996). The important
implication obtained from Sweeney’s risk study is that consumers’ risk perception can be
diminished by salespersons which can convince consumers on the product’s higher perceived

quality.

2.3.3 Trust

Trust is an important component of consumer relationship with the product, or more exactly,
to a product’s brand. Nowadays marketers become more and more conscious of building
invisible bond — called trust, between consumers and product (Hiscock, 2001).

Trust is a socio-psychological phenomenon, which implies relationships of one person to
other. To trust someone means that there is a high probability that the person will confirm our
high expectations of the positive outcome. In the marketing situations the “other person” is
defined as a brand and trust will be consequently regarded as “the confident expectations of
the brand’s reliability and intensions in situations entailing risk to consumers” (Ballester et al.,
1999). Marketers agree that the brand trust is the basis - one of the most desirable qualities in
the product-consumer relationship and the most important attributes a brand can own. Brand
reliability is often stereotyped in consumers’ minds and has strong connection to the image of
country of origin of the brand. Similarly to any other images, the brand images stay stable
over time and it is a hard job for marketers to change them. Regarding perceived quality, a
strong trust bond between consumer and brand will have a positive influence on the consistent

perceived quality of the product.

2.3.4 Attitude toward a brand

The attitude toward a brand or the reputation of a brand is also a potential moderator for
perceived quality of a product. The dominant view in the literature about attitude toward a
brand is the long-run and the overall consumers’ satisfaction of a product with certain brand
name, or a perception of quality associated with the brand. The association can either be

linked to a certain product or to a service associated with a brand name and consequently the
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reputation measures on a product level (Pepsi, Avis, Mercedes) or on a bundle of products or
services (IBM, Citibank, Philips). In case of business to business industries and services,
attitude is more likely connected to the reputation of the company (Selnes, 1998).

In order to develop a positive or negative attitude toward a brand, consumer need to have in
minds a standard or norms associated with the product. As usually consumers exploit two
different standards as “ideal” for a comparison. It can be the last purchased most preferred,
most popular product or the typical performance of a particular brand. Other option can be a
believed average performance of brands in same product category. Logically, consumer’s
evaluation of a product, depends on their knowledge and experience with the product (Selnes,

1998).

Researchers argue that nowadays brand image and brand reputation has larger effect on
consumer’s perceived quality than country of origin of a product. This happens because of the
globalization of the brands and an increased overall quality of the products despite the country

of manufacturing. A brand name serves as a guarantee for the quality of a product.

2.3.5 Satisfaction

Loyalty to the brand or to a product is an overall aim for managers. Consumer satisfaction is a
dimension that is correlated with perceived quality and is related to loyalty. Satisfaction is
assessed as an overall feeling and like the previous dimension of the attitude toward a brand,
derives from a comparison of a product performance with similar products. Consumer can be
satisfied with a product but at the same time they compare performance with an imagination
of how the product could be (Johnson and Fornell, 1991). Oliver (1999) asserts the
importance of the satisfaction for inexperienced customers that did not develop yet the loyalty
to the product. Products’ approving by these customers is crucial for the next purchase
decision and for developing and strengthening their long-lasting relationships with the

product.
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2.3.6 Familiarity

Alba et al (1987) propose two major components of consumer knowledge: familiarity, defined
as a “number of product related experiences that have been accumulated by the
consumers”(Alba et al., 1987) and expertise “the ability to perform product related tasks
successfully” (Alba et al., 1987). In general, an increased product familiarity leads to the
increased consumer expertise. However, despite an obvious sign of consumer’s familiarity
with a product indicated by frequent purchases and use of a single brand it still may not mean
the real familiarity with a product but a habitual behavior, which does nor consist of inter-
brand comparisons or extended informational search. Some consumers whose usage and
purchasing of a particular product is lower and who does not possess habitual behavior can be
better experts in a particular product category. The increased familiarity with a product results

in the decreased amount of cues used by a consumer when evaluating a product.

2.3.7 Attachment

Some researchers consider loyalty, or behavioral loyalty in the light of emotional loyalty.
They claim that emotional loyalty has been overseen by marketers despite its important role in
creating relationships with consumers. Those consumers with emotional loyalty have an
emotional attachment to the brand that become a basis for high level of brand preference and
continued purchase (Hallberg, 2003). Hallberg’s findings that emerged from analyzing more
than 600000 respondents prove the impact of emotional loyalty on the sales level of the
products of that brand. The greater the emotional attachment to a brand the more consumers
will buy. Moreover, at the highest level of development of emotional loyalty to a brand,
consumers will buy at least twice as mush compared to consumers that have low emotional
attachment to a brand. Consequently, the more consumers a company manages to move up to
the highest level of loyalty, the higher level of success will be achieved by that company in
the market place. A brand which manages to develop emotional loyalty among its customers
to its products by a great number of buyers is without doubt a brand leader. Moreover, the
highest attached to the product customers are responsible for the additional market share that
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