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THE ROLE OF PRODUCT NATIONALITY IN PURCHASE BEHAVIO R

ABSTRACT

The article examines the impact of product natityacues on consumer behavior and
presents the results of two studies based on lacgée surveys of adult consumers from four coustrie
of the South-East Europe: Croatia, Bosnia and Hgoxéa, Serbia, and Montenegro. The results
indicate that consumer ethnocentrism affects dampstchase behavior both directly and indirectly
through domestic product quality evaluation. Ethai@liation of consumers has a direct effect on
both consumer ethnocentrism and on domestic puechabkavior. However, the findings on the role
of identification to the nation and openness to eotltultures as antecedents to consumer
ethnocentrism and/or to domestic product qualitgleation were not consistent across countries and
across studies, indicating a need for further r@skaon the influence of affective processing
mechanisms in consumption. Theoretical and manalginiplications of both studies are discussed,
together with some recommendations for public gotegarding the support of “buy domestic”
campaigns.

JEL: M31, M38
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1. INTRODUCTION

Understanding consumer behavior is a key to suftdessarketing and it is not
surprising that decades of marketing research aactipe have been devoted to unraveling
complex behavioral patterns leading to purchasasies. In today’s globalized world,
effortless segmentation schemes based on demograpti socioeconomic traits of
consumers no longer suffice for uncovering relevamsumption patterns. Instead, marketers
need to understand the processing mechanisms vimgedonsumer purchase behavior and
their outcomes, and to use this knowledge in d@metpmarketing programs.

International marketing research has identifiedntry of origin as an important cue in
purchasing and consumption. In the literature, mststent terminology has been used to
describe this phenomenon, including country-ofiarigroduct attribute or information cue,
product source country, national origin of prodimands, product-country image and
country-of origin effects. In our study we introéuthe term “product nationality”, which
refers to the role that the national origin of pros, brands, services and institutions (e.g.,
retailers) play in decision-making processes, dtichately in consumer choice behavior.
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Product nationality serves, along with price, lokamanufacturer’s reputation, as one
of the extrinsic cues in consumer purchasing psEsRSsEXxtrinsic cues become increasingly
important when intrinsic information cues (e.gstéa product design, performance, etc.) are
unavailable and/or difficult to assess (Insch andBNde, 2004). Information related to
product origin may communicate quality and value donsumers, and under certain
conditions evoke emotional responses. Since prochattonality influences consumer
attitudes, purchase intentions and product choitegspresents an important variable to be
considered in designing the marketing strategiedath domestic and foreign suppliers.
Moreover, product nationality effects on consumptimay have broader ramifications.
Governments and industry associations all ovemtbed often launch initiatives to provide
marketing support to domestic companies in intésnat markets by sponsoring programs to
enhance the country’s image, and in home marketsdgnizing “buy domestic” campaigns.
In this context, research on product nationalisues may provide insights for formulating
effective public policy.

Despite the many studies that have been doneeoaftécts of product nationality on
purchasing behavior, several issues remain unredola) whether product nationality
influences actual purchasing behavior as opposendténded purchasing behavior (Liefeld,
2004); b) what phenomena (or their antecedentsijtrespurchasing biases for domestic vs.
foreign goods (Balabanis et al, 2001; Suh and Kw2002); and c) what underlying
processing mechanisms cause purchasing choicesliaded on product nationality (Laroche
et al., 2005; Verlegh and Steenkamp, 1999; VidaReardon, 2008).

This research aims to address some of the gaihe ipresent knowledge by offering
new insights into the dimensions and outcomes adiyct nationality cues. Our objective is to
construct a holistic model of consumption behauniuced by product nationality, test it in
several countries of South-East Europe, and thecebjribute to both theory development
and marketing practice. Country-of-origin literaunas often been criticized for a lack of
generalizability (Peterson and Jolibert, 1995; tnaaod McBride, 2004). The multi-country
setting utilized in this research increases theresl validity of our findings. The managerial
implications of this work are highly relevant fontérnational and domestic marketers
interested in exploiting opportunities in this higlowth region. Moreover, our findings have
implications for policy makers considering countejated branding campaigns, and/or for
policy makers of transnational groupings such as Bt which, in the light of future
enlargement plans, will face increasingly diverskural and ethnic consumer bases.

In the next sections we outline the conceptuaébad our research, describe research
design, methodology and findings of our two empiristudies, and discuss the implications
of the empirical validation of the proposed conaepmodel.

2. Theoretical Background and Research Propositions

Product nationality issues have traditionally beewestigated in the marketing
literature in separate research streams, focusingjfterent aspects of the phenomenon. The
mainstream is represented by the so-called cowftoyigin (COQO) research which has been
extremely prolific. Papadopoulos and Heslop’s (90&2alysis of over 750 studies published
in the period between 1951 and 2001 reveals th@ina images are powerful stereotypes
that influence consumer behavior in all types ofkats, but the effects vary depending on
the situation. Furthermore, product-country imagppear to depend on consumers’ general
perceptions of products from a particular countagd also on their feelings towards the
people of that country and the desired level ofriamttion with them. Two meta-analyses of
COO research found that information on product inrigffects consumers’ perception of
product quality, their attitudes and ultimately ghase intentions (Peterson and Jolibert,



1995; Verlegh and Steenkamp, 1999). Recent litezateviews support these findings
(Bhaskaran and Sukumaran, 2007; Pharr, 2005).

Even though research indicates that factors uyidgrproduct-country image include
the feelings that consumers develop with respedhéooriginating country and its people
(Johansson, 1989), most COO studies adopt an iat@mprocessing perspective, which
focuses on the evaluation of products on a cogniivel. These studies fail to answer the
question why some consumers refuse to buy foreigdyets in general, or products from a
specific foreign country or ethnic group, desplte fact that from the quality standpoint, the
products are evaluated favorably on all other laites. Moreover, product nationality can
also provoke affective and/or normative responskdad to consumer ideologies. In the last
two decades, research on product nationality hésmpated to address this issue by
investigating the impact of product nationality @mnsumer choice behavior from an entirely
different perspective, i.e., perspective of consurdeologies (e.g., Quellet, 2007). Among
these, studies on consumer ethnocentrism havedptagentral part.

The second research stream focuses on a diffgnpatof consumer motivations to
buy or not to buy products of a certain origin. €&amer ethnocentrism was conceptualized in
the late 1980’s by Shimp and Sharma (1987) asdividual’s tendency to view domestically
manufactured products as superior, and the bddgdfit is unpatriotic to buy foreign-made
products due to adverse effects such behavior naae lon the domestic economy and
employment. In an attempt to explain why and undéat conditions the phenomenon
evolves, Sharma et al. (1995) proposed and testewb@del of consumer ethnocentrism
antecedents and outcomes which has seen a numinéeroftional replications. As shown in
a recent review of consumer ethnocentrism liteea{@®hankarmahesh, 2006), empirical work
on outcomes supports a positive correlation betveglenocentrism and consumer preferences
for domestic goods.

Following Shimp and Sharma’s (1987) concept th@misamer ethnocentrism is an
important individual-level construct for the betterderstanding of product origin dynamics,
we build the theoretical foundation for our reskaon both literature streams. COO and
consumer ethnocentrism research both have the shj@etives: to understand the processing
mechanisms underlying consumer actions and to geowisight into circumstances and the
degree to which products of a certain origin mayheferred. While COO research focuses
on the cognitive dimension, consumer ethnocentrigsearch explains normative and
affective dimensions of consumer choice behavi@ceRt integrative reviews in the two
fields indicate that these various dimensions areertwined. Both Pharr (2005) and
Shankarmahesh (2006) classify the COO effect asdiator of the relationship between
consumer ethnocentrism and its outcomes. Hencereymse that consumer ethnocentrism (a
normative dimension) influences purchase behawvidavor of domestic product (a conative
dimension) both directly and indirectly, throughnuestic product quality evaluations (a
cognitive dimension):

P1. Consumer ethnocentrism is positively relatedamestic purchase behavior.

P2: Domestic product quality evaluation is positywelated to domestic purchase behavior.

P3: Consumer ethnocentrism positively influenche tvaluation of domestic product
quality.

Consumer ethnocentrism arises from a wide rangacoib-psychological, economic,
political and demographic antecedents (Shankarrhah2606). We focus on socio-
psychological antecedents of consumer ethnocentrishich have generated some
controversy in previous research. Researchers temified several socio-psychological
constructs that affect ethnocentrism: consumer ogen to foreign cultures, patriotism,
collectivism-individualism, conservatism, world-rdiedness, internationalism, animosity,
materialism, dogmatism, etc. (e.g., Altintas an&dlp2007; Balabanis et al., 2001; Rawwas



et al.,, 1996; Sharma et al., 1995). It is expedfest the individuals generally exhibit
(positive) feelings of identity and close attachitn@mntheir social group (relating to home
nation, culture or ethnic group), but they mightdua feelings of separateness, opposition or
even hatred towards the members of other cultmasyns, the world (Nijssen and Douglas,
2004). By reflecting the feelings of consumerssehantecedent constructs capture affective
dimensions of consumer behavior. Even though treye htypically been associated with
consumer ethnocentrism, research shows that they as influence product quality
evaluations prompted by product nationality cuesr(@gh, 2007). We propose:

P4. Socio-psychological antecedents influence wmes ethnocentrism.

P5: Socio-psychological antecedents influence dampsoduct quality evaluation.

Whilst the role of consumer ethnic affiliation hasely been considered in previous
research on consumer ethnocentrism, consumer lmelidiverature clearly demonstrates
considerable impact of ethnicity on consumptionawabur, such as in product evaluation
decisions, brand loyalty, consumer responses terégng, decision-making styles and
perceived risk (e.g., Brumbaugh and Grier, 2006tdy 2002; Shaffer and O’Hara, 1995).
As for theoretical justification for inclusion offenic affiliation into our research, the original
model by Sharma et al. (1995) provided some guklanice authors argued there may be
additional factors directly affecting or moderatthg effect of ethnocentrism on its outcomes,
such as "cultural similarity, historical associasdetween countries and present political-
economic relations between countries” (p. 35).sTheoretical guidance is supported by the
findings of recent studies suggesting that theticelahip between consumer ethnocentrism
and purchase behavior is moderated by consuménsicetffiliation, which may be especially
relevant in multi-ethnic countries. For exampleaistudy examining the impact of
ethnocentrism on consumers’ evaluation processhtandwillingness to buy domestic vs.
imported products in Bosnia and Herzegovina, Cut2086) found that there are substantial
differences among the three main ethnic groups regpect to their willingness to buy
products originating from Croatia, Serbia and West®untries which can not be attributed
to the differences in product quality evaluatioasdd on the country of origin. In a study of
English-speaking and French-speaking Canadianscharet al. (2003) established
significant buying preferences for products origimg from “ethnically affiliated” countries.
Zarkada-Fraser and Fraser (2002) arrived at aaiminclusion when studying retalil
patronage between Australians of different ethnigio. Hence we posit:

P6: Ethnic affiliation moderates the relationshiptween consumer ethnocentrism and
domestic purchase behavior.

3. Empirical Validation

The research propositions were tested using twaiesiwconducted in four countries of
southeastern Europe: Croatia, Bosnia and Herzegpv8erbia, and Montenegro. The
objective of the first study was to investigate tlée of different processing mechanisms
(normative, cognitive and affective) in formatiohdomestic purchase bias as suggested by
Laroche et al. (2005) and Verlegh and SteenkampPQ)19The second study focused on a
moderating role of ethnic affiliation in relationghbetween consumer ethnocentrism and
domestic purchase behavior and thereby respondédrtegh’s (2007), Quellet’'s (2007) and
Balabanis and Diamantopolous’ (2004) calls for aesle which could better explain the
purchase behavior of consumers with multiple ideatiions (to national or ethnic groups).

The choice of countries was prompted by theironisal development, which provides
a unique opportunity to test our conceptual franrdwmt only in a cross-national, but also in
a cross-cultural setting (Laroche et al., 2003). &lthe countries under investigation are
young economies, having achieved the status ofpewi#ent states relatively recently. As a



result, at this point in time, ideology-based comgrts may play a particularly important role
in guiding consumer behavior. Both the military fliats that accompanied the process of
secession from the pre-1991 Yugoslavia and theegsss of nation-building that followed

thereafter may have accentuated consumers’ nastinafeelings and at the same time
elevated their sense of national pride and ideatifon with their nation. Even though all four
country markets were parts of the same federak stettil the early 1990’s, cultural

heterogeneity was largely preserved, and the diftenations within Yugoslavia retained
distinct ethnic affiliations (Boskovic, 2005; JoyR001). While they are at the different levels
of economic development, in the past few yearsy ttese become high-growth economies,
offering profitable investment opportunities to destic and foreign investors (EBRD, 2007).

3.1. Research Methodology

Data were collected based on probability sampimgeveral cities of each country by
asking respondents to participate in 15-minuteqrakinterviews. Data collection was a part
of government sponsored research project whichnréme period 2001-2004. The probability
sampling was obtained utilizing a geographical a@apling methodology. Data collection
(personal face-to-face interviews in local residertouseholds) was conducted in each
country by the local market research agenciesyacdted through the leading research agency
in Slovenia, whereby ESOMAR research codes andefioels were observed. Prior the actual
data collection, the study instrument was pre-teste convenience samples of consumers for
its comprehensibility and length, after which chesmgvere incorporated.

The samples included 1954 adult respondents ifirgtestudy (454 in Croatia, 600 in
Serbia, 600 in Bosnia & Herzegovina, and 300 in dorgro), and 580 respondents in the
second study (167 were of Croatian, 150 of Sertdad,263 of Bosniak ethnic origin; a self-
determined measure was used to identify the regisdethnicity). Using a non-student
sample yields a more realistic and diverse datéliseth and McBride, 2004) and strengthens
research implications.

Construct measures were derived from the exidtiagature and have been shown to
be psychometrically sound in cross-cultural corgeXdomestic purchase behaviovas
operationalized as consumer purchase behaviorvor faf domestic products/brands in that
consumers intentionally take the time to identtig domestic origin of either products and
brands or retail outlets that stock them, usingn@raand Olsen’s (1998) scale of consumer
helping behavior. Consumer ethnocentrismwas measured by a reduced version of
CETSCALE (Shimp and Sharma, 198Dpomestic product quality evaluatiartonstruct was
conceptualized as consumer judgments of the attemetss and quality of locally-
(domestically) produced products, brands and sesvibased on Parameswaran and
Pisharodi’s general product attributes scale (200pgnness to other culturegas defined as
the extent to which individuals enjoy contacts amdrmation about other cultures, diverse
cultural environments and people. The items weseth@n the cosmopolitan orientation scale
by Yoon et al., (1996). The constructidéntification to the natiorexpressed the extent to
which individuals identify with the newly estableh nation state in the sense that they take
pride in their nation, its history and ancestorse Ttems were derived from the NATID scale
(Keillor et al., 1996).Nationalismconstruct refers to a person's view that one'sitcpus
superior and should be in some way dominant towandsout-groups and is based on
Sampson and Smith’s (1957) world-mindedness sdéale-point, Likert-type scales (1 =
strongly disagree to 5 = strongly agree) wereaddifor the individual scales to measure the
constructs. The survey instruments also containednaber of open-ended questions related
to demographic variables, including ethnic affibat



Data from both studies were analyzed using straceguation modeling (SEM). The
first step in data analysis involved performing swea purification on each scale using factor
analysis and reliability measures. The validity amidimensionality of the scale was tested
with confirmatory factor analysis. Once the constreeliability, convergent validity and
discriminant validity were established, the struatunodel was evaluated in order to test the
hypothesized relationships between constructs.

3.2. Study 1: The Role of Product Nationality in Predicing Domestic Purchase
Behavior

The objective of the first study was to examineeffects of normative, cognitive, and
affective processing mechanisms on purchase bahavfavor of domestic products. In our
research propositions we hypothesized that consustienocentrism positively affected
domestic purchase behavior both directly and imtlyethrough the formation of perceptions
regarding the quality of domestic products. In vi@i the research setting, recently
established nation states in post-war transiti@tanomies, we included in the conceptual
framework identification to the nation (as antec#deonstruct relating to the individual's
social in-group) and openness to other cultures af@gcedent construct measuring the
individual’s attitude towards out-groups). The ogpitial model is shown in Figure 1.

Figure 1

The Conceptual Model for Study 1
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The final measurement model included five firderreflective constructs and fifteen
measured indicators. The structural model was atedl separately for each of the four
countries investigated. Overall, the model fit cators were within commonly recommended
limits for all country samples. The values of the-square test were statistically significant
(the values fory2 ranged from 159.1 to 269.5) but RMSEA revealedaaneptable fit
(ranging from 0.046 to 0.062). The absolute angipanious measures of fit showed good
conformance of the data with the models (GFI rarfgenh 0.94 to 0.95 and CFI from 0.96 to
0.98). The hypotheses were tested by examiningt-8tatistics and the direction of the
relationships between the constructs. The resoitalf four country samples indicate that: a)
consumer ethnocentrism and domestic product qualifuation were positively related to
domestic purchase behavior (the t-statistics raiged 1.77 to 15.99; p<0.05), b) consumer



ethnocentrism was positively related to domestiodpct quality evaluation (with the t-
statistics between 4.31 and 7.41; p<0.05), andpenwess to other cultures was negatively
related to consumer ethnocentrism (the t-statiséeged from -1.94 to -6.87; p<0.05). In
contrast, it is somewhat unclear whether identifocato the nation can be considered an
antecedent to both consumer ethnocentrism and diem@®duct quality evaluation. A
stronger identification to the nation translatetbia higher level of consumer ethnocentrism
in the Croatian, Serbian and Bosnian samplegadt5.99, temi=5.61 and ggr=6.93;
p<0.05), but no support for this hypothesis wasitbin the Montenegrin sampleétenegro -
0.24; p>0.05). At the same time, identificationtih@ nation seems to affect product quality
evaluation in the case of Montenegrin and Bosnespondents only abntenegr4.08 and
tsen=3.41; p<0.05), but not in the case of Serbian ma@an respondentss{t,i=0.89 and
tcroaia=0.60; p>0.05). Hence, across the four nationsudwed in this research, we cannot
unequivocally state that a stronger identificatiorthe nation translates either into stronger
consumer ethnocentrism or into a more favorablduatian of the quality of domestic
products.

3.3. Study 2: The Role of Ethnic Affiliation in DomesticConsumption

One possible explanation for the inconsistentltesaf Study 1 across the countries
may lie in the ethnic homogeneity of a particulaumtry market, where identification to the
ethnic group may have interfered with the idengifion to the nation construct, and its
relationship to domestic product quality evaluateord consumer ethnocentrism. Pursuant to
this, the objective of Study 2 was to more closelyestigate the relationships between
consumer ethnocentrism, its antecedents, and tomes, with a specific focus on ethnic
affiliation within a single country. The multi-etltnstate of Bosnia and Herzegovina was
believed to represent an ideal setting for sucbaies$.

In multi-ethnic countries the citizens often halual allegiances, i.e., to the country
and to an ethnic subgroup within that country (Ross 1995). Taking into account that the
ethnic group identification may prevail over a @ers identification to the nation, we
incorporated identification to the nation and ethaiffiliation into the model as two distinct
constructs. In contrast to Study 1, we omitted ¢dbestruct measuring perceived quality of
domestic products from the model, but included dditeonal out-group related antecedent,
i.e., nationalism. In addition, we introduced ligks among the antecedent constructs. We
predicted negative relationships between natiomab®id the consumer’s openness towards
out-groups and between nationalism and the conssinglentification to the nation. We also
hypothesized that the relationship between consuatbnocentrism and the outcome
construct of domestic purchase behavior would belaeraded by the consumer’s ethnic
affiliation (Figure 2).



Figure 2

The Conceptual Model for Study 2
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These hypotheses were again tested using stru@qualtions modeling. A baseline model
was first estimated using pooled data for all thethgic groups, and then analyzed at the level
of ethnic-group sub-samples. The fit indices inthdaan excellent conformance of the model
to the data X?=103.4, d.f. 59; RMSEA=0.036; GFI=0.97; CFI=0.99\mong the
relationships hypothesized in the baseline modelwere substantiated (the t-statistics in
absolute terms ranged from 2.38 to 17.10) exceptatitecedent nature of the individual’'s
openness towards other cultures in relation to wmes ethnocentrism (t=0.37).

In order to test the hypotheses related to tHaente of ethnic affiliation, the sample
was split into three groups reflecting the ethnféiliation of citizens of Bosnia and
Herzegovina (e.g., Bosniaks, Croats, and Serbsg mdel where the parameters were
constrained to equality between the three groupsceapared against the two models where
consumer ethnocentrism and domestic purchase lmhavercepts were released. The
differences inx2 between the competing models were observed andetults showed that
there were significant differences in the levelscohsumer ethnocentrism and domestic
purchase behavior among the three ethnic groupscdjeve can infer that the relationship
between consumer ethnocentrism and domestic pwdtelsavior is indeed mediated by the
ethnic affiliation of the respondent.

4. Discussion of Findings
The results of both studies offer some new insights the effects of product

nationality in consumption behavior. Our empiricalestigations revealed that normative and
cognitive processing mechanisms, measured throagbumer ethnocentrism and domestic



product quality evaluation, affect consumers’ cboaf domestic goods and/or institutions.
Furthermore, the cognitive elements in consumeicehieehavior are, in part, shaped through
consumers’ normative predispositions. This findinegnforces recent results regarding the
relationships between consumer ethnocentrism, tgupérceptions and purchase behavior
(e.g., Hansen, 2005; Pharr, 2005; Verlegh, 200@usT Propositions 1-3 in our conceptual
framework were supported.

On the other hand, the role of affective procassmechanisms in consumer
preference formation for domestic goods is lesarcleor example, openness to other cultures
significantly affected consumer ethnocentrism gsotiyesized in all four country samples in
Study 1, but when an additional out-group relatatk@dent construct, nationalism, was
included in the model (Study 2), the link betwegremness to other cultures and consumer
ethnocentrism became insignificant. Likewise, thiguence of identification to the nation on
consumer ethnocentrism and domestic product quadiguation was inconsistent across our
country samples. In Study 1, its effect on consuatlenocentrism was significant in three out
of four countries, and its effect on domestic pridyuality evaluation was significant in two
countries only. Only in the Bosnia and Herzegowample did the identification to the nation
affect both consumer ethnocentrism and appraisaloaiestic product quality. Hence, only
partial support could be found for Propositionsndl &. It seems that in countries such as
Croatia and Serbia, which are ethnically relatiebmogeneous, identification to the nation
translates into consumer ethnocentrism, and pesiperceptions regarding quality of
domestic products are established only indiredthyolugh the ethnocentric tendencies of
consumers). In Montenegro, identification to thetiora influenced domestic purchase
behavior only through product evaluations. At timaet of data collection, Montenegro’s
independence was not yet finalized; hence our refgrds may have experienced some
ambiguity when responding to the wording “our ceoyhtvhich was utilized in most items
measuring consumer ethnocentrism. Instead, thdiona pride directly transferred into
favorable quality evaluation of domestic produdibe affective construct “identification to
the nation” thus directly influenced cognitive pessing, without stimulating a normative
response.

In the second study, focusing on Bosnia and Hendeg, we measured ethnic
affiliation separately from the identification thet nation construct. We found not only that
ethnicity moderates the relationship between comsusthnocentrism and consumption
behavior (supporting Proposition 6), but also thatio-psychological antecedent constructs
operate in a hierarchical manner. While opennessther cultures significantly affected
consumer ethnocentrism as hypothesized in all émumtry samples in Study 1, when an
additional antecedent construct, capturing an iddai’s predisposition toward other social
groups — nationalism - was included in the modéld$ 2), the link between openness to
other cultures and consumer ethnocentrism becasignificant. It seems that nationalism
tends to lessen positive feelings toward the oatygs (the link between the two constructs
was negative and significant, as hypothesized)n evere, it prevails over openness to other
cultures. This finding may explain why some othecant cross-national studies (e.g.,
Balabanis et al., 2001; Suh and Kwon, 2002) faitedupport the influence of the cultural
openness construct on a person’s ethnocentricnsents.

5. Implications for Theory Development, Business Praate and Public Policy

In researching product nationality effects, werafieed to connect and reconcile two
research streams, and thereby contribute to a amerate and versatile understanding of
consumer behavior. By incorporating dimensions Wwrace typically examined in separate
streams of research into a single conceptual framewwe believe we have captured



different facets of consumption as affected by pobchationality. The findings of our studies
attest that product nationality is an importantedeinant of purchase behavior, both by
serving as a proxy for the product’s quality andaa®flection of the consumer’s ideology.
Our empirical evaluation shows that consumer etenoism, the focal consumer ideology
construct in our research, not only directly inflaes purchase behavior, but also shapes the
consumer’s appraisal of the quality of domesticdpids and thereby indirectly affects
consumption patterns. In addition, socio-psychaalgiconstructs proved to be important
predictors of consumer ethnocentrism, their evanabf domestic product quality, and the
resulting purchase behavior. Hence, in debatingcwtieature of a product (e.g., price,
quality, origin, availability, etc.) ultimately d&tmines consumer’s choice, researchers and
marketing managers should not underestimate thectefbon consumer behavior of
mechanisms based on ideology.

Product nationality issues have important impiaa for devising effective business
strategies regarding market entry, market segmentahd market positioning. The use of the
product nationality cue may facilitate either aedefe of market position for domestic firms
(by appealing to consumer ethnocentricity) or fgmeimarket penetration for companies
originating from countries which enjoy a favorablgional image in specific target markets.
It may also enable marketers to adopt premium mi@nd product positioning strategies
(Bhaskaran and Sukumaran, 2007). Our finding thatlyct quality evaluations are shaped
not only through cognitive, but also through nornwatprocessing mechanisms implies that
brand strategies should be linked to market-spedifeology-based elements in order to
appeal to target segments.

Our findings regarding the role of ethnic affila@t in purchase behavior indicate that
not all consumers living in the same nation-statlel komparable beliefs about the morality
and legitimacy of purchasing foreign goods. Zarkkdazer and Frazer (2002) arrived at a
similar conclusion when studying the effects ofiamer ethnocentrism on store patronage of
foreign-owned supermarkets by “Greek-Australiansid a'Australians” and found that
citizenship - or nominal belonging to the natias not as good a differentiating characteristic
as the person’s association with an ethnic subgroup research in Bosnia and Herzegovina
suggest that Croatian and Serbian firms coulddrgritice members of Croatian and Serbian
ethnic groups to buy their products by appealinghtise consumers’ identification with the
Croatian and Serbian home-nation, respectively. él@n further research is needed to study
this issue.

Some implications of product nationality extenddoed the boundaries of individual
firms. The liberalization of world trade is incr@ag competitive pressures on suppliers by
expanding the selection of products and servicadahte in international and local markets.
Consumers are faced with a plethora of productsdarom all over the world, which
favorably affects utility functions, but at the sartime causes information overload and
creates ambiguity about the quality of productsgrawing body of evidence shows that
globalization pressures may even lead to resistancesuch forms as localism, neo-
nationalism, racism and xenophobia (Altintas an&ol,02007; Belk, 1996; Quellet, 2007).
These behaviors provide the basis for “buy doméstampaigns directed at domestic
consumers, usually by trying to evoke ethnocenteiedencies (e.g., by emphasizing the
importance of keeping domestic jobs). Such camsaogm be traced far back, for instance in
the US to the days of the American Revolution oAustralia to the 1920’s (Verlegh, 2007).

In the past decade, the countries of South-Easpdeuincluded in our study have
launched several initiatives which attempted tanstate consumer ethnocentrism and
emphasize the quality of domestic products andisesy Our empirical research confirmed
that consumer ethnocentrism has direct and indieffetcts (through the evaluation of
domestic product quality) on purchase behaviorrefioee such a strategy seems justified.



However, the campaigns have met with varied sucdesSerbia, the most recent campaign
was launched in 2004 by the Ministry of Trade, Temrand Services under the slogan “Buy
domestic — rebuild Serbia” and was financed emntitbrough the sponsorship of major
domestic producers and the media. Even though stegtablished that Serbians exhibited a
strong domestic purchase bias for food products iflot1 for other product categories), the
campaign had only a minor effect on purchase beha@iNin, 2005). In Bosnia and
Herzegovina, the role of domestic product promotias assumed by a private association
which also introduced the label “Domestic”, awardi&d Bosnian producers to clearly
differentiate domestically produced goods from impdKupujmo i koristimo domaze, 2007).
The association was dissolved at the end of 20@7tduhe lack of support by the Bosnian
government and domestic producers (SuperBosna.208i7). “Buy domestic” initiatives
seem to be the most successful in Croatia, wher€bamber of Commerce has been running
campaigns on an annual basis since 2003. The cgmptirted with a general appeal to buy
domestic goods, but gradually shifted its focustite underlying elements of consumer
ethnocentrism, and finally to building awareness@foatian Quality”. Consumer recall of
the campaign and the overall support of the imteaamong the consumers is relatively high.
In a 2004 survey, 30 percent of the respondenimeththey had actually increased their
purchases of domestic goods as a direct resulheofcampaign (Gfk, 2004). On the other
hand, only 23 percent of respondents included @moatrigin of goods among the three most
important determinants of purchase decisions. Tésslt is consistent with research results
from various countries, finding that consumers dplay the importance of product origin
when asked about the importance of country of nrigitheir choice behavior. D’Astous and
Ahmed (1999) attribute this outcome to the fact tha consumers themselves are unaware of
the processing mechanisms underlying their decisiaking process and are unable to assess
the importance of various cues (including COO) wheking purchase decisions.

6. Research Limitations and Conclusions

Some limitations should be kept in mind in evalogtthe findings of our empirical
research. Due to the exploratory nature of rese@aycphroduct nationality effects in this
region, the domestic product quality evaluation gndchase behavior constructs were
generalized across all possible products and s=vin addition, in the interest of yielding
generalizable findings, we focused on domestic lmase behavior only, and not on COO
effects related to particular countries. In pregiaesearch, product category and specific
foreign country-of-origin have been shown to hawederating effects on purchase behavior
(e.g., Dmitrové and Vida, 2007; Velegh, 2007); these should beidened in future studies.

Future research should also reconsider the maasutassue and revisit the ability of
socio-psychological constructs to predict consuetlenocentrism, especially in the context of
transitional countries which are simultaneouslyengding an economic transformation and a
process of redefinition of national identity. Theuatries included in our research have all
recently become independent states, some of thethddirst time in their history. However,
the political and economic transformation may al&ok in the opposite direction. As the EU
enlargement proceeds, integration processes witlorbe an important issue in this
geographic region; the question whether and hown#tm®nal identities of their citizens will
evolve over time to gradually coexist with the Edéntity represents a challenging issue for
researchers to investigate.

The markets in South-East Europe still suffer frone customary maladies of
transitional economies, such as variability in thality of domestic products and services
over time and across product categories. Consurtiemoeentrism influences quality
perceptions of some consumer segments and theti@lay certain extent, shields domestic



suppliers from foreign competition. At the samedjnthese economies are progressing at a
fast pace and offer profitable investment and mntargeopportunities to international
companies who can find ways to circumvent normabased prejudices against foreign
suppliers. For example, the Slovenia-based retMiencator follows the strategy of offering
40 percent goods of local origin (Mercator, 200dgach country market. When it entered the
Serbian market in 2004, it endorsed the currenegowent-run “buy domestic” campaign by
designing and promoting a “Serbian basket” whiatiuded 30 products of Serbian origin at
discounted prices (B92, 2004). This strategy idéina with Granzin’s and Painter’'s (2001)
recommendations that foreign suppliers should ddéaynghe economic threat of imports.
Other strategies of foreign suppliers include sgttip production plants in local markets or
developing local brands.

Despite some controversy and the mixed resuléxisting empirical research, product
nationality issues are worth giving serious consitien. However, as Bhaskaran and
Sukumaran (2007) caution, COO evaluations are yigbhtextual and dynamic. In order to
use product nationality cues effectively and eéifintly, marketing strategy planners should
clearly identify the information cues that wouldngeate positive COO evaluations in target
markets. As in any other market, understanding rtfegket dynamics and evolution of
consumer behavior is of paramount importance fenganies, governments and parastatal
organizations wishing to achieve success with thearketing and sales activities in the
South-East European markets.
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ULOGA PORIJEKLA PROIZVODA U KUPOVNOM PONASANJU POTR OSACA
SAZETAK

Rad istraZzuje utjecaj informacija o porijeklu prebda na ponaSanje potra%ai prezentira
rezultate dva istraZzivanja bazirana na velikim wova odraslih potroséa iz cetiri zemlje jugoistene
Europe: Hrvatske, Bosne i Hercegovine, Srbije ie&CfBore. Rezultati uguju na to da potroSi
etnocentrizam utfe na ponaSanje dordié potroSa'a kako izravno tako i neizravno putem
ocjenjivanja kvalitete dondéh proizvoda. Etnika pripadnost potrod@m ima izravan utjecaj na
potrosa’ki etnocentrizam i na ponaSanje potrédalpak, rezultati istraZivanja uloge identifikaeis
nacijom i otvorenosti drugim kulturama kao prethibd@n potroS@akog etnocentrizma i/ili ocjene
kvalitete doméeg proizvoda nisu se pokazali konzistentnima uidiimh zemljama i raztiitim
istrazivanjima, ukazuji tako na potrebu daljnjeg istrazivanja utjecaja hmeizama emotivnog
dozivljaja u potro3nji. Raspravlja se o teorijskinprakticnim implikacijama oba istraZivanja te se
iznosi nekoliko preporuka javnoj politici potporarkpanjama «kupujmo doey.

JEL: M31, M38
Kljuénerijeci: zemlja porijekla, potro&ki etnocentrizam, kupovno ponaSanje, evaluacijditeta

dond#h proizvoda, kulturna otvorenost, nacionalni idést; etnika pripadnost,
kampanje nacionalnog braadja



