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ABSTRACT

One of the most interesting phenomena in global business is the existence of a product’s
country-of-origin (COQO). COO as an informational cue has been proven to affect consumer’s
purchasing decisions in terms of their perception towards the product’s attributes as well as
their overall evaluation of the product. The objective of this study is to investigate the impacts of
country-of-origin on product evaluation in the Indonesian market by considering consumers’
product familiarity and consumers’ product involvement. Consumers’ perception of the
product’s country-of-origin is assumed to have a significant influence on consumers’ considera-
tions in evaluating the product prior to purchase. This impact is supposedly moderated by the
extent that consumers are familiar with the product’s attributes and to what extent the product
is important and interesting to them. A survey design was employed to test the proposed
linkages among the variables.

The target population of the survey was Indonesian consumers of imported products. The
sample unit is the person who has experience in buying or consuming foreign products. The
sample of 307 persons was drawn from Yogyakarta. This study examined televisions to
represent a high involvement product. The country stimuli are Korea and Indonesia . The study
applied the regression analyses and hierarchical moderated regression to test the proposed
hypotheses. The study found that: (1) Indonesian consumers associate positively a product’s
country-of-origin with their decision in evaluating the product for both Indonesian and Korean
products, (2) Indonesian consumers consider the level of economic development of the country-
of-origin in evaluating the product, in which the effect of the country-of-origin is stronger for a
Korean product than an Indonesian product, (3) Indonesian consumers with different levels of
product familiarity do not evaluate a product differently for both Indonesian and Korean
products, (4) Indonesian consumers with different levels of product involvement evaluate a
Korean product differently.
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INTRODUCTION

The globalization of business has not only
inspired companies to deliver their products and
services to consumers all over the world, but
also stimulated a higher degree of competition in
the global market. One of the most interesting
phenomena in global business practices is the
existence of a product’s country-of-origin
(CO0O). The COO, which is one typically
important attribute of every international brand,
stands for the country to which people believe a
product comes from (Anholt, 2000). The COO
as an informational cue has been proven to affect

consumer’s purchasing decisions in terms of
their perception towards the product’s attributes
as well as their overall evaluation of the product.

The benefit of using a COO strategy is the
existence of that country’s image, since some-
times consumers already have a relationship
with, or opinions about, different countries.
Consumers develop stereotypical beliefs about
products from certain countries. For instance,
Germany is well known for manufacturing high
quality automobiles, Japan for electronic prod-
ucts, and Italy for food and fashion products.
Therefore, the COO serves as a supporting factor
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to any product that has little chance of being
marketed internationally on its own (Kleppe et
al., 2002). The strong image of the country-of-
origin in terms of its competitive and, or com-
parative advantage is assumed to enhance the
quality of the products.

Consumers’ perceptions of similar products,
or even identical brands, may vary depending
upon the country where the products are made.
For example, some consumers think that Nikon
cameras made in Japan are superior to those
made in China, since Japan is perceived to be a
country with better craftsmanship than China
has. However, nowadays, it is relatively difficult
to identify from which country the product
originally comes from since the creation of mul-
tinational or global companies having cross-
border production and marketing activities. In
that way, they produce a hybrid product, which
may be designed in one country, assembled in
another country with components that are
sourced in several other countries (Ahmed &
d’Astous, 1995, p.35).

Regarding a hybrid product, consumers still
think that the first country producing a product is
perceived to be the product’s country-of-origin.
For example, most Indonesian consumers think
that Sony’s electronic products are still Japanese
products, even though Sony already assembles
its products in Indonesia. In this case, the coun-
try-of-design is perceived to be stronger than the
country-of-origin, regardless of which country
the product is actually made or assembled in.
This phenomenon is summarized in the defini-
tion of the COO based on Chao and Rajendran’s
study (1993). They pointed out that consumers
perceive the product to originate from the coun-
try with which the firm is most closely asso-
ciated with, regardless of where the product may
actually be produced. This definition does not
view the COO as a unidimensional concept,
which defines the COO as the only country
where the product is made. Instead, it adopts a
multidimensional concept by distinguishing the
COO into the country-of-design and country-of-
assembly (Ahmed & d’Astous, 1995). Thus, the
COO can be identified from the country-of-
design or country-of-assembly depending on

which country is more closely associated with
the product.

Consumers in developing countries consider
the COO as a status-enhancing symbol in
addition to suggesting overall quality. There are
some explanations why the COO phenomena is
stronger in developing countries (Batra et al.,
2000). First, imported products in developing
countries are both relatively expensive and
limited in quantity compared to local products.
Therefore, only rich consumers can buy the
imported products, which therefore become
more desirable to those without adequate pur-
chasing power. Second, consumers in develop-
ing countries are sensitive to insecurity and
inferiority, since they are relatively less affluent
than those in developed countries, as represented
by mostly western countries. Thus, they try to
imitate western countries’ consumption practices
by purchasing a foreign brand as a symbol of an
affluent western lifestyle. Third, the willingness
to show their competence in relating to alien
cultures works as one of the main motivational
factors behind the emergence of “cosmopolitan”
consumers in developing countries. The posses-
sion of imported products is perhaps the only
way they can demonstrate that competence.
Finally, since not every consumer in developing
countries can access imported products, the
product, which becomes a symbol of status,
affluence, and modernity, can enhance their
social status. The more they consume imported
products, the higher the social status they get.

In term of product evaluation, consumers
usually use the COO as a surrogate indicator to
measure the quality levels of the products espe-
cially when they are not really familiar with the
product. To some extent, consumers with a good
education, good income, high familiarity toward
foreign products, or international experience
accept foreign products and have a more positive
attitude toward imported products (Anderson &
Cunningham, 1972). When consumer evaluate
the product on the basis of its COO, it can be
assumed that they consider themselves familiar
with the country. Therefore, it is perhaps very
difficult for consumers who are not well
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informed about the country to use the COO cue
to evaluate the product (Johansson, 1989).

In evaluating a product, consumers usually
care about the quality of the product when they
think the product is important or interesting to
them. This situation encourages them to be more
involved in evaluating the product in terms of
their time and costs searching for information
about the product (high involvement product). In
contrast, when the product is perceived to be not
important or interesting to the consumers, they
do not want to spend a lot of effort to evaluate it
(low involvement product). Consumers perhaps
do not really care about the country-of-origin
when they want to buy certain low involvement
products.

Among the high involvement product cate-
gories available in the Indonesia marketplace,
certain electronic products, especially TVs from
Asian manufacturers are on the rise. Korean
brand TVs, of which Samsung and LG are the
main players, and who possess a high market
share and growth in the global marketplace, are
prevalent. According to the data from an indus-
try analyst, DisplaySearch, in 2011 Samsung had
cemented its position as the global leader in
plasma and LCD TVs followed by LG in second
place. The Japanese brands Panasonic, Sony, and
Sharp occupied the next positions. The popu-
larity of Korean products is probably enhanced
by the spreading Korean pop music phenomenon
(K-Pop) over the world. The surge of K-Pop has
begun to attract the interest of the global media,
allowing Korea to enjoy a considerable spotlight
on its cultural frontiers. In Indonesia, people
started to favor not only K-Pop, but also Korean
cars, electronics, cosmetics and fashion
products.

Along with the growing popularity of
Korean culture in the world, several multina-
tionals from Korea now enjoy a better position
in the global marketplace. A survey conducted
by the Korea Trade-Investment Promotion
Agency (KOTRA) in 2012 found that there are
favorable responses to the image of “Made in
Korea” products and services. The rise of the
national brand through culture has led to an
increase in preference for Korean products and

Nugroho, et. al. 167

services as well. Global consumers’ perceived
price level for Korean electronics has enjoyed a
10.3 point increase compared to its 2006 level,
when KOTRA began to release the annual report
on the nation brand map.

PROBLEM DEFINITION

Based on previous research findings (Batra
et al., 2000), it can be inferred that consumers in
developing countries such as Indonesia are con-
sidered to be very sensitive to COO effects.
Thus, the impact of the COO on product evalua-
tion tends to be stronger. Therefore, the study
also aims to confirm whether the COO effect on
product evaluation for Indonesian consumers is
also strong. It is also proposed that there will be
differences between the COO evaluation on
national brands (Indonesia) and foreign brands
(Korea) by Indonesian consumers. The study
contributes new insights in terms of both theo-
retical and practical contexts. As mentioned by
Phau and Prendergast (Phau & Prendergast,
2000), most COO studies have concentrated on
high involvement products. The research find-
ings are important to enrich discussions on the
research topic of country-of-origin by proposing
product involvement as an additional strong
relevant factor beside product familiarity.

RESEARCH QUESTIONS

Four research questions can be specified to
address proposed linkages among variables as
follows:
= Does the country-of-origin positively influ-

ence product evaluation?

= Does a more developed country-of-origin
have a stronger effect on product evaluation
than a less developed country-of-origin?

» Does product familiarity moderate the effect
of the country-of-origin on product evalua-
tion?

= Does product involvement moderate the
effect of the country-of-origin on product
evaluation?

RESEARCH PURPOSE

The purpose of this study is to investigate the
impacts of a product’s country-of-origin on the
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evaluation of the product in the Indonesian mar-
ket by considering consumers’ product involve-
ment and consumers’ product familiarity. The
study will use TVs produced in Indonesia and
Korea for its comparison. Consumers’ percep-
tions of the country where the product comes
from is assumed to have a significant influence
on consumers’ considerations in evaluating the
product prior to purchase. This influence is sup-
posedly moderated by the extent that consumers
are familiar with the product’s attributes and to
what extent the product is important and inter-
esting to them.

LITERATURE REVIEW AND
HYPOTHESES

1. Product Evaluation

Product evaluation is one stage of the buying
decision process (Kotler, 2003). In this stage,
consumers try to evaluate the best product
among the available alternatives. There are deci-
sion evaluation processes, which assume the
evaluation process to be cognitively oriented as
consumers form their judgments mainly on a
conscious and rational basis. To choose among
competing products, consumers may face diffi-
culties in assessing product performance and
quality. A common response from consumers
when they are asked to define quality is “I can-
not define quality but I know it when I see it.”
(Hansen & Bush, 1999). This fact illustrates that
the meaning of quality may vary depending on
personal differences. Every individual has his or
her own way to define the quality of a product.

Previous studies showed that the perceived
quality of products would vary depending on
consumer perceptions of both the intrinsic and
extrinsic marketing cues associated with the
product (Bhuian, 1997). A cue is defined as a
characteristic, event, quality or object, external
to a person, that can be encoded and used to
categorize a stimulus object (Schellink, 1983, p.
470). Examples of cues are color, size, price,
brand name, style, and country-of-origin (COO).
Any object that can be associated with numerous
potential cues will result in different perceptions
and interpretations among different individuals
and situations. Therefore, it is important to cate-

gorize and describe cues in order to study the
determinants of choice among the different types
of cue.

Olson (Rao & Monroe, 1989) pointed out
that consumers might use a variety of informa-
tional cues to infer product quality. Based on
previous studies, the cues consist of extrinsic
cues such as the brand name (e.g. Dodds et al.,
1991; Jacoby, Szybillo & Busato-Schah, 1977;
Peterson & Jolibert, 1976), price (e.g. Dodds et
al.,, 1991; Weathley et al.,, 1981; Woodside,
1974) and the country-of-origin (e.g. Han &
Tepstra, 1988; Chao, 1989a, 1989b) which are
not related directly to the product’s performance.
On the other hand, intrinsic cues such as mate-
rials, contents, ingredients and packaging are
derived directly from the physical product.
Compared to intrinsic cues, extrinsic cues are
more general and applicable to a wider range of
products, whereas intrinsic cues are more spe-
cific to a particular product.

Additionally, Lee and Lou (1995) concluded
that consumers are generally more familiar with
extrinsic cues such as the brand name, price, and
country-of-origin than intrinsic cues. Thus, con-
sumers are likely to rely more heavily on extrin-
sic cues when evaluating products. This is sup-
ported by Dawar & Parker (1994) who argued
that in the situation wherein neither infinite time
horizons nor the incentive to perform compre-
hensive comparative assessment prior to pur-
chase exists, consumers tend to rely only on
heuristic cues as a cognitive short cut to gauge
product quality by using extrinsic cues. It may
be caused by several factors: (1) there is a need
to reduce the perceived risk of purchase, (2) the
consumers lacks expertise and consequently the
ability to assess quality, (3) consumer involve-
ment is low, (4) objective quality is too complex
to assess or the consumer is not in the habit of
spending time objectively assessing quality, (5)
there is an information search preference and
need for information.

2. Product Evaluation and Country-of-Origin

Although academic research into country-of—
origin started over 30 years ago, so far, there is
no one acceptable definition of country-of-origin
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(COO). The oldest definition of COO is as
follows:

“The *made in’ image is the picture, the
reputation, and the stereotype that business-
men and consumers attach to products of a
specific country. This image is created by
such variables as representative products,
national characteristic, economic and politi-
cal background, history, and traditions.”
(Nagashima, 1970)

That definition deduces that the COO is an
extrinsic cue of the product like the brand name
or price, which serves as informational stimulus
used by consumers to infer beliefs regarding the
product quality. Additionally, those definitions
assume that the product is designed and manu-
factured in the same country. However, nowa-
days, it is very complicated to identify from
which country the product originates. The exis-
tence of multinational or global companies
having cross-border production and marketing
activities enables them to produce a hybrid
product, which may be designed in one country,
assembled in another country with components
that are sourced in several other different coun-
tries (Ahmed & d’Astous, 1995).

Therefore, the definition of the COO varia-
ble used in this study will be based on Chao and
Rajendran’s study (1993 that viewed the COO as
the consumers’ perception that generally
assumes that the product originates from the
country with which the firm is closely asso-
ciated, regardless of where the product may
actually be produced. This definition does not
view the COO as a unidimensional concept,
which defines the COO as the only country
where the product is made. Instead, it adopts a
multidimensional concept by distinguishing the
COO into country-of-design and country-of-
assembly (Ahmed & d’Astous, 1995). Thus, the
COO can be identified from the country-of-
design or the country-of-assembly, depending on
which country is more closely associated with
the product. The country-of-origin construct is
conceived from the idea in which people
attached stereotypical “made-in” perceptions to
products from specific countries, and which

influenced purchase and consumption behaviors
in multinational markets.

3. The Effect of Country-of-Origin on
Product Evaluation

To handle complex processing tasks in
evaluating the competitive products prior to their
purchase, consumers often consider only a few
of the multiple attributes of the intended product.
By considering a few of attributes, such as the
country-of-origin (COO), they attempt to ease
the cognitive processing required in their deci-
sion making processes (Johansson, 1989). In the
process of product evaluation, the COO label
eases the utilization of a mental “short-cut” or
heuristic approach to eliminate unnecessary
information processing since the COO provides
a brief summary of the actual attributes of a
product (surrogate variable). Therefore, the COO
allows consumers to save time and effort in
evaluating a product (Verlegh, 2002). However,
the impact of the COO on product evaluation
decreases when the consumer’s ability to process
information has increased (Maheswaran, 1994).
As consumers gain access to a greater number of
cues such as the brand, price, technical specifi-
cations, and after sales service, the role of one
particular cue, such as the COOQ, in influencing
product evaluation is expected to decrease.

Kleppe et al. (2002) explained the work of
the COO cue in the process of consumers’ prod-
uct evaluation. They pointed out that the COO
can be viewed as a structure of knowledge in
consumers’ minds with varied associations of a
certain country in terms of uniqueness, favorit-
ism, strength and salience. Those associations,
which are called country-related intangible
assets (Kim & Chung, 1997), consist of technical
advancement, prestige, workmanship, innova-
tiveness, design, economy and service owned by
the country. Those associations arise from the
consumers’ belief that there is something special
about them in relationship with the labor forces,
technologies, and manufacturing processes
involved in producing the product. This image of
the COO has a substantial impact on judgments
of product evaluation (Kleppe et al., 2002).
When consumers think that the country-of-origin
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of the product has a positive image, it will lead
to a positive result in the product evaluation. A
positive result means that the product is consi-
dered to be of good quality as well as have a
high purchase value, and to stimulate consum-
ers’ willingness to buy it. The following hypo-
thesis is suggested to address this issue.

H;: A positive image of the country-of-origin
will be positively associated with a positive
result of the product evaluation.

Amine and Shin (2002) proposed that the
COO effect on product evaluation in signaling
the quality of the product is not absolute for a
given country, but it is different for different
countries. Their findings indicate that the COO
effect on product evaluation tends to be stronger
in the developing countries than it is in the
developed countries. This result perhaps is influ-
enced by a common myth about the COQO, that
the products made in developed countries must
be of better quality than those made in develop-
ing countries. Furthermore, a study by Manrai et
al. (1998), which proposed a hierarchy of effects
based on the level of economic development,
suggested that perceived quality tends to be
highest for products sourced in highly-developed
countries, followed by newly-industrialized
countries, and lowest for Eastern European/
socialist countries as well as developing coun-
tries. The next hypothesis is proposed to
examine this issue.

H,: Country-of-origin from a more developed
country has a stronger effect on the product
evaluation than country of origin from a less
developed country.

4, Effect of Product Familiarity in the
Relationship between COO and Product
Evaluation

In term of product evaluation, Park and
Lessig (1981) proposed two approaches to
define product familiarity. The first approach is
actual knowledge or how much a person knows
about the product. What he actually knows about
a product may be derived from some objective
training or advertising. According to this view,
product familiarity may be examined with

respect to the knowledge structure of an individ-
ual’s long-term memory. The second approach is
perceived knowledge or how much a person
thinks he knows about the product. What the
person thinks he or she knows about a product
may come from using the product. However, this
knowledge perhaps is not objective and com-
plete since it depends simply on his or her expe-
riences in using the product. Referring to this
view, product familiarity is based on the per-
son’s self report of how much the person knows
about the product. The former approach contri-
butes to understanding the impact of memory
content on the decision maker’s evaluation and
choice decisions, whereas the latter approach
provides information about decision maker’
systematic biases and heuristics in choice evalu-
ations and decisions.

Previous studies have shown that such
extrinsic cues as the brand name, price and
country-of-origin have a significant effect on
product evaluation (e.g. Dodds et al., 1991; Han
& Tepstra, 1988; Chao, 1989a: Chao, 1989b). It
happens since consumers are obviously more
familiar with extrinsic cues than with intrinsic
cues. Bettman and Park (1980) supported this
argument by pointing out that consumers who
are more familiar with a certain product category
tend to rely on brand name in their product
evaluation and choice processes. They con-
cluded that product knowledge is likely to be
brand based wherein consumers with more
knowledge tend to use the brand as the basis for
their product evaluations. On the other hand,
consumers who are less familiar with the product
category will evaluate specific attributes of the
product, and then integrate their evaluations to
reach an overall judgment. For example, unfa-
miliar consumers perhaps measure the quality of
products based on their price or country-of-
origin as surrogate indicators due to their lack of
knowledge. In terms of price, they think that the
higher the price, the better the quality is.

Similarly, in term of the country-of-origin,
they perceive that products originating from
developed countries must be better than those
from developing countries. In addition, Han
(1989) explained how product familiarity could
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influence the use of the country-of-origin to
evaluate the product. Han classified the effects
into two models. First, when consumers are not
familiar with a country’s products, the COO will
serve as a halo from which consumers infer a
brand’s product attributes and which affects their
attitude toward the brand indirectly through the
product’s attribute rating. Second, as consumers
become familiar with a country’s products,
country image becomes a summary of consum-
ers’ beliefs about the product’s attributes and
directly affects their attitude toward the brand. It
means that product familiarity will strengthen
the impact of the country of origin on the
product evaluation. The following hypothesis is
proposed to address this issue.

H;: Product familiarity moderates the effect of
the country-of-origin on product evaluation.

5. Effect of Product Involvement in the
Relationship between COO and Product
Evaluation

There 1is still little agreement among
researchers on how to define the construct of
involvement due to the different applications of
the term involvement. Zaichkowsky (1985a)
suggested that involvement could be related to
such different objects as advertisement, product
category, or purchase decision wherein every
object will lead to a different response. In terms
of purchase decisions, involvement will lead
consumers to search for more information and
spend more time searching for the right selec-
tion. This means that the more involved the con-
sumers are, the more information and time they
need to make their purchasing decision.

Kapferer and Laurent (1986) found that in
marketing, involvement is defined as perceived
product importance (e.g. Agostini, 1978;
Traylor, 1981; Lastovicka & Bonfield, 1982).
However, this definition is in doubt due to its
narrow perspective compared to the richness of
the involvement relationship. This argument is
supported by the study of Hansen (1985) that
disagreed with the former definition by describ-
ing involvement as the consumer’s interest in a
product category. Hansen hypothesized that a
consumer may think that a television set is
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important without being involved, when he or
she has no interest in that equipment.

Despite differences of opinion among
researchers, a consensus emerged as to the
following generic definition of involvement
from Rothschild (Kapferer & Laurent, 1986, p.
49): “Involvement is an unobservable state of
motivation, arousal or interest. It is evoked by a
particular stimulus or situation and has drive
properties. Its consequences are types of
searching, information-processing and decision
making.”

Korgaonkar and Moschis (Zaichkowsky,
1986) used a factor of differentiation of alterna-
tives as a primary discriminator of high and low
involvement products. For example, the degree
of substitution with brands and differences in
performance are used to classify soft drinks as
low-involving products and radios as high-
involving products. The question under study is
whether high-involving products or low-involv-
ing products are evaluated differently after
receiving positive or negative information about
the product.

The research findings show that a high
involvement product is less vulnerable to
changes in evaluation after consumers receive
discrepant information, than the low involve-
ment product is. The logic underlining this result
is that, under high involvement conditions,
beliefs about the product’s attributes are firmly
held by consumers and only influenced by
strong, quality arguments, whereas under a low
involvement condition, beliefs are not strongly
held and are easily manipulated (Zaichkowsky,
1986).

Studies investigating the effects of the coun-
try-of-origin on product evaluation have focused
mainly on higher involvement goods such as
cars and electronic equipment (Alden et al,
1993). Meanwhile, low involvement goods are
rarely evaluated prior to purchase. For most low
involvement purchasing decisions, consumers
tend to rely on a few salient and extrinsic fea-
tures such as the brand name, price, or country-
of-origin which activate generalizations from
memory about the product category and brand
reputation (Alden et al., 1993). This means that
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product involvement will weaken the impact of
the country of origin on the product evaluation.
The next hypothesis is raised to examine this
concern.

Hy4: Product involvement moderates the effects
of the country-of-origin on product evalua-
tion.

6. The Research Model

The research model can be summarized as
that consumers’ perception of the country the
product comes from is assumed to give a signifi-
cant impact to the outcome of the product evalu-
ation prior to purchasing. This influence is
supposedly moderated by product involvement
and product familiarity. The study, therefore,
will measure an independent variable of the
country-of-origin (COQO) and two moderating
variables of product involvement and product
familiarity in relationship to one dependent vari-
able of product evaluation. The relationship
model among the independent variables, mod-
erating variable and dependent variable is drawn
in Figure 1.

Product
Familiarity
Product’s H, H; Prod
Country of v E r(l) u(.:t
Origin H, T H, valuation
Product
Involvement

Source: Envisaged by the authors
Figure 1. Research Model

RESEARCH METHOD

A survey design was employed to test the
proposed linkages among variables. This study
uses Korean (Samsung and LG) and Indonesian
(Polytron) LED Televisions as the study objects.
The target population is the Indonesian con-
sumer of imported products. The sample unit is
the person who has experience in buying or con-

suming imported products. The samples are
drawn from residents of the special province of
Yogyakarta (Daerah Istimewa Yogyakarta). This
research site is believed to cover the Indonesian
consumer population of imported products since
it has a heterogeneous population consisting of
various Indonesian races.

Respondents were selected based on their
occupations by a quota sampling method. The
study used seven occupational groups to classify
the respondents as follows: (1) house wife, (2)
high school students, (3) university students, (4)
operational workers, (5) managerial workers, (6)
professional, and (7) businessmen.

A close-ended questionnaire consisting of 41
items was used as the survey instrument to col-
lect the data. All questionnaires were distributed
directly to the respondents to ensure a high
response rate. 315 questionnaires were distri-
buted and all were returned to the researcher.
However, only 307 questionnaires were used for
data analysis due to some having incomplete
responses. Data collection were conducted in
universities, schools, offices, malls, and stores in
Sleman and Yogyakarta as both areas comprises
of urban lifestyle respondents that were targeted
for this research.

MEASUREMENT

Product evaluation is one stage of the buying
decision process (Kotler, 2003). In this stage,
consumers try to evaluate the best product
among available alternatives before purchasing
one of them. Product evaluation has evaluative
dimensions of perceived quality and perceived
value, and intention dimension of willingness to
buy (Petroshius & Monroe, 1987). Therefore,
product evaluation is measured using three sub-
properties:

1) Perceived quality is defined as the con-
sumer’s perception on how well a product
meets his or her needs.

2) Perceived value is defined as the consumer’s
perception of the worth of a product in term
of value of money.

3) Willingness to buy is defined as the con-
sumer’s intention to buy the product.
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The COO is an extrinsic cue of the product,
like its brand name or price that serves as infor-
mational stimulus used by consumers to infer
beliefs regarding the product quality. The COO
variable used in this study is based on consum-
ers’ perceptions assuming that the product origi-
nates from the country with which the firm is
closely associated, regardless of where the prod-
uct may actually be produced (Chao &
Rajendran, 1993). COO is measured using four
sub-properties developed from the study of
Darling and Kraft (1991):

1) Innovativeness or consumers’ perception of
the use of new technologies and engineering
advances in products made in a certain
country.

2) Design or consumers’ perception of the
appearance, style, color, variety of products
made in a certain country.

3) Prestige or consumers’ perception of the
exclusivity, status and brand name reputation
of products made in a certain country.

4) Workmanship or consumers’ perception of
the reputation of reliability, durability
craftsmanship, and manufacturing quality in
general of products made in a certain country.

Park and Lessig (1981) proposed two
approaches to define product familiarity as
actual knowledge or how much a person knows
about the product, and perceived knowledge or
how much a person thinks he knows about the
product. What the person thinks he or she knows
about a product may come from using the prod-
uct. What he actually knows about a product
may be derived from some objective training or
advertising. Product familiarity is measured
using two sub-properties:

1) Consumer’s actual knowledge or what the
consumer actually knows about a product. It
may be derived from objective training,
advertising or word-of-mouth.

2) Consumer’s perceived knowledge or what the
person thinks he or she knows about a prod-
uct. It may come from his or her experience
in using the product.

Notwithstanding differences of perspective
among researchers, broad acceptance is given to
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the following generic definition of involvement
from Rothschild (Kapferer & Laurent, 1986):
“Involvement is an unobservable state of moti-
vation, arousal or interest. It is evoked by a par-
ticular stimulus or situation and has drive prop-
erties. Its consequences are types of searching,
information-processing and decision making.”

A review of experimental manipulations of
involvement (e.g. Festinger, 1957; Zimbardo,
1960; Greenwald & Leavitt, 1984; Park &
Young, 1984) of marketing studies and man-
ager’s opinions revealed that involvement has
five antecedents. It could stem from one or from
a combination of the five following antecedents:
interest, perceived risk (with two subcompo-
nents, importance and probability), the reward-
ing nature of the product (pleasure value), and
the perceived ability of brand choice to express
one’s status and one’s personality or identity
(Kapferer & Laurent, 1986). Therefore, product
involvement is assessed using five sub-proper-
ties developed from the study of Kapferer and
Laurent (1986):

1) Interest or centrality, ego-importance of the
product class.

2) Pleasure or hedonic and rewarding value of
the product class.

4) erceived sign value of the product class.

5) Risk importance or perceived importance of
the negative consequences of a mistaken pur-
chase.

6) Risk probability or subjective probability of
making a mistaken purchase.

All variables are measured by 7 likely Likert
scales in which the centre scale of neutral is
hidden due to the strong tendency of Indonesian
people to be conservative in judging the eva-
luation. The scales start from Strongly disagree
(valued as 1) until Strongly agree (valued as 7).

DATA QUALITY EXAMINATION

The study attempted to assess the construct
validity of both the independent and dependent
variables prior to analyzing the data. The study
applied two methods to assess the construct
validity: (1) content validity and (2) convergent
validity. Content validity is assessed by
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conforming to the relevant concepts and
theories. Convergent validity is measured using
an confirmatory factor analysis. Average
variance extracted (AVE) indicators are also
calculated to support that validity evaluation. As
shown in Table 1, not all measurement items can
pass the validity test.

AVE indicators show that product familiarity
(PF) is the only variable that has a unsatisfied
score (below 0.5). Whereas, all variables have
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satisfying reliability performances as indicated
by Cronbach Alpha scores that are above 0.6.
Therefore, the study is still convinced the data
are good, and so used the data for further analy-
sis. Additional evaluations, that is a normality
test, is applied to examine the data quality. As
shown in Table 1, since all K-S indicators are
significant. Therefore it confirms that all data are
not normally distributed.

Table 1. Data Quality Examination

. Items Factgr Mean Stagda}rd AVE Cronbach Iér?lli?n()og\/o"rf(g;
Variable Loading Deviation Alpha .
Z (Sig.)
Product PI1 0,582424948
Involvement PI2 0,786104887
(PI) PI3 0824675675 34039 09311  0.5401 0.794 0.64
PI4  0,723357705
Product Familiarity PF 12 0,688381274
(PF) PF 13 0,719232573
PF 14 0,723864942 3.4228 0.9661 0.4581 0.877 0.10
PF 16 0,595202158
PF 17 0,649264015
Indonesian CI18 0,750442763
Product’s Country 1 19 0,729988478
of Origin CI21 0694101125 3.1963 0.7477  0.5279 0.744 0.01
€D CI23 0,730603738
Indonesian Product PEI26 0,778910524
Evaluation (PEI)  pg127 0,719689056
PEI 28 0.691295041 3.3656  0.7775  0.5552 0.836 0.00
PEI29 0,786506736
Korean Product’s CK 30 0,772760673
Country of Origin  CK 31 0,789916759
(CK) CK 32 0,780150409
CK 33 0,800341936 33616 1.0059 0.5381 0.925 0.02
CK 34 0,786719343
CK 35 0,500361162
CK 36 0,653699531
Korean Product ~ TEK 38 0,781808643
Evaluation (PEK) - TEK 39 0,841678744
TEK 40 0,822773306 3.5554 1.0466 0.6881 0.931 0.00
TEK 41 0,869565085

Source: Primary data (2014)
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HYPOTHESES TESTING

1. The First Hypothesis

The first hypothesis addresses the relation-
ship between the country-of-origin (COO) and
the product evaluation. Customers’ positive per-
ceptions of the country-of-origin (COO) of the
product they want to buy is hypothesized to have
an association with a positive product evaluation
(PE). As shown in Table 2 and Table 3, the
results of regression analysis of both Indonesian
and Korean TVs prove that the relationship
between the COO and PE are significant
(p<0.05), and have a positive direction as
represented by the positive values of =0.396
and B =0.772 for Indonesian and Korean TVs
respectively. Based on this finding, therefore, the
study accepts the first hypothesis since the study
confirmed that a positive COO could be posi-
tively associated with the product evaluation.

This finding shows that Indonesian consum-
ers use the COO label to simplify the complex
processing tasks in evaluating products prior to
purchasing. The COO label facilitates a mental
“short-cut” to eliminate unnecessary information
processing by providing a brief summary of the
actual attributes of a product. Positive associa-
tions with country-related intangible assets (Kim
& Chung, 1997) such as technical advancement,

prestige, workmanship, innovativeness, design,
economy and service, lead to a positive result of
product evaluation. It means that the product is
considered to be of good quality as well as hav-
ing a high purchase value, and to stimulate con-
sumers’ willingness to buy it. Hence, it can be
concluded that Indonesia and Korea have posi-
tive country images as country-of-origins for
televisions.

2. The Second Hypothesis

The second hypothesis addresses the differ-
ent effects of country-of-origin (COO) on prod-
uct evaluation (PE) resulting from different
levels of economic development of the country
the product comes from. When a product comes
from a more developed country, consumers tend
to have a more positive product evaluation than
when it comes from a less developed country.
The results of regression analysis, as revealed in
Table 2 and Table 3, present that the effect of the
country-of-origin becomes stronger when the
product comes from a more developed country.
The values of standardized regression weight
(B), which represent the effect of the COO on PE
in the case of more developed countries, are
higher than those in the case of less developed
countries.

Table 2. Regression Analysis of Indonesia TVs

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta B Std. Error
1 (Constant) 2,049 ,179 11,420 ,000
CI 412 ,055 ,396 7,533 ,000
a Dependent Variable: PEI
Source: Primary data (2014)
Table 3. Regresion Analysis of Korean TVs
Unstandardized Standardized
Model . . .
Coefficients Coefficients t Sig.
B Std. Error Beta B Std. Error
1 (Constant) ,854 ,133 6,432 ,000
CK ,804 ,038 172 21,242 ,000

a Dependent Variable: PEK
Source: Primary data (2014)
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The value of B coefficient of Korean TVs
(0.772) is higher than that of Indonesian TVs
(0.396). Based on these findings, therefore, the
study accepts the second hypothesis since the
study proved that the level of economic devel-
opment of the country the product comes from
differentiate the effect of the COO on PE. To
evaluate the product, Indonesian consumers con-
sider the level of economic development of the
product’s country-of-origin. This finding sup-
ports the previous study (Batra et al., 2000), it
can be inferred that consumers in developing
countries such as Indonesia are considered to be
sensitive to COO effects. Thus, the impact of the
COO on product evaluation tends to be stronger.

3. The Third Hypothesis

The third hypothesis focuses on the role of
product familiarity (PF) in moderating the effect
of the country-of-origin (COO) on product eval-
uation (PE). The usage of the COO information
by consumers to evaluate the product they want
to buy is more likely made by consumers with
low and high product familiarity than by con-
sumers with moderate familiarity (Rao &
Monroe, 1988).

The results of hierarchical moderated regres-
sion (HMR) analysis, as shown in Tables 4b and
5b respectively, present that the F change
between the full model and the restricted model
of both Indonesian and Korean TVs are not
significant. In the case of Indonesian TVs, o=
0.133 (>0.05) with R square change minus
0.006. Whereas in the case of Korean TVs, o=
0.078 (>0.05) with R square change minus
0.004. Based on these findings, therefore, the
study rejects the third hypothesis since the PF
does not moderate the effect of the COO on the
PE. These results do not support the previous
study ( Rao & Monroe, 1998) who concluded
that the usage of extrinsic cues such as the COO
in product evaluation is more likely made by

unfamiliar consumers and also highly-familiar
consumers.

4. The Fourth Hypothesis

The fourth hypothesis addresses the role
of product involvement in moderating the effects
of the country-of-origin (COO) on product eval-
uation (PE). The previous studies show that
under high involvement conditions, beliefs about
the product’s attributes are firmly held by con-
sumers and only influenced by strong high-
quality arguments. Meanwhile, under low invol-
vement conditions, beliefs are not so strongly
held and are easily manipulated (Zaichkowsky,
1986). Since consumers tend to rely on extrinsic
cues such as the COO that activate generaliza-
tions from memory about the product category
and brand reputation (Alden et al., 1993).
Therefore, the COO is likely used by lowly
involved consumers rather than by highly
involved consumers.

Using the results of hierarchical moderated
regression (HMR) analyses to test the fourth
hypothesis, Table 6b presents that the F change
between the full model and the restricted model
of Indonesian TVs was not significant with
0=0.909 (>0.05) and no R square change.
However, as shown in Table 7b, a positive result
was scored by Korean TVs. They had a=0.000
(<0.05) and R square change minus 0.017.

Therefore, the study accepts the fourth
hypothesis only in the case of Korean TVs.
Since PI moderates the effect of CK on PEK.
Based on this result, it can be assumed that to
some extent, Indonesian consumers with any
different level of product involvement do not use
the COO as an extrinsic cue in evaluating the
product prior to purchase. This finding supported
the study of Zaichkowsky (1986) as well as the
study of Alden et al. (1993) as described pre-
viously.
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Table 4a. The Hierarchical Moderated Regression Analysis of Indonesian TVs to Examine the

Moderating Effect of Product Familiarity

Model Unstandardized Coefficients  Standardized Coefficients t Sig.
B Std. Error Beta B Std. Error
1 (Constant) 1,650 ,527 3,130 ,002
RITCI 778 172 748 4,519 ,000
RITPF ,010 ,156 012 ,064 ,949
RITCIRITPF -,071 ,047 -,444 -1,506 ,133
2 (Constant) 2,392 ,188 12,738 ,000
RITCI ,534 ,059 ,514 9,090 ,000
RITPF -,215 ,045 -,269 -4,756 ,000
3 (Constant) 2,049 ,179 11,420 ,000
RITCI 412 ,055 ,396 7,533 ,000

a Dependent Variable: RITEIL
Source: Primary data (2014)

Table 4b. The HMR Model Summary of Indonesian TVs for Product Familiarity

R Adjusted R Std. Error of the

Change Statistics

Model R Square Square Estimate %igﬁ;e Chal:nge dfl df2 Csﬁfl'lgl:e
1 ,470(a) 221 213 ,68966 221 28,665 3 303 ,000
2 464(b) 215 ,210 ,69110 -,006 2,267 1 303 ,133
3 ,396(c) 157 ,154 ,71517 -,058 22,616 1 304 ,000

a Predictors: (Constant), RITCIRITPF, RITCI, RITPF
b Predictors: (Constant), RITCI, RITPF

¢ Predictors: (Constant), RITCI

Source: Primary data (2014)

Table 5a. The Hierarchical Moderated Regression Analysis (PF) of Korean TVs to Examine the

Moderating Effect of Product Familiarity

Model Unstandardized Coefficients  Standardized Coefficients t Sig.
B Std. Error Beta B Std. Error
1 (Constant) -,222 ,413 -,538 ,591
KTCK ,868 ,140 ,835 6,208 ,000
KTPF ,484 ,125 ,446 3,877 ,000
KTCKKTPF -,066 ,037 -,378 -1,770 ,078
2 (Constant) ,464 ,143 3,251 ,001
KTCK ,635 ,046 ,610 13,720 ,000
KTPF ,280 ,048 ,258 5,811 ,000
3 (Constant) ,854 ,133 6,432 ,000
KTCK ,804 ,038 172 21,242 ,000

a Dependent Variable: KTEK
Source: Primary data (2014)
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Table 5b. The HMR Model Summary of Korean TVs for Product Familiarity

R Adjusted Std. Error of Change Statistics

Model = R Square R Square the Estimate R Square Change F Change dfl  df2 Sig. F Change
1 ,800(a) ,641 ,637 ,63043 ,641 180,117 3 303 ,000
2 ,798(b) ,637 ,635 ,63264 -,004 3,133 1 303 ,078
3 ,772(¢)  ,597 ,595 ,66575 -,040 33,767 1 304 ,000

a Predictors: (Constant), KTCKKTPF, KTPF, KTCK
b Predictors: (Constant), KTPF, KTCK

¢ Predictors: (Constant), KTCK

Source: Primary data (2014)

Table 6a. The Hierarchical Moderated Regression Analysis of Indonesian TVs to Examine the
Moderating Effect of Product Involvement

Model Unstandardized Coefficients ~ Standardized Coefficients t Sig.
ode B Std. Error Beta B Std. Error
1 (Constant) 1,670 ,628 2,657 ,008
RITCI ,413 ,198 ,397 2,080 ,038
RITPI ,129 ,169 ,143 ,766 444
RITCIRITPI -,006 ,052 -,032 -, 114 ,909
2 (Constant) 1,737 ,223 7,780 ,000
RITCI ,391 ,055 ,376 7,106 ,000
RITPI 111 ,048 ,123 2,323 ,021
3 (Constant) 2,049 ,179 11,420 ,000
RITCI 412 ,055 ,396 7,533 ,000
a Dependent Variable: RITEI
Source: Primary data (2014)
Table 6b. The HMR Model Summary of Indonesian TVs for Product Involvement
) Change Statistics
Model R R Adjusted  Std. Error of the -
Square R Square Estimate R Square Change dfl  df2 Sig. F
Change Change
1 A414(a)  ,172 ,163 , 71123 ,172 20,922 3 303 ,000
2 ,414(b)  ,172 ,166 ,71007 ,000 ,013 1 303 ,909
3 ,396(c)  ,157 ,154 , 71517 -,015 5,396 1 304 ,021

a Predictors: (Constant), RITCIRITPI, RITPI, RITCI
b Predictors: (Constant), RITPI, RITCI
¢ Predictors: (Constant), RITCI
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Table 7a. The Hierarchical Moderated Regression Analysis of Korean TVs to Examine the
Moderating Effect of Product Involvement

Model Unstandardized Coefficients  Standardized Coefficients t Sig.
B Std. Error Beta B Std. Error

1 (Constant) -1,126 432 -2,605 ,010
KTCK 1,234 ,134 1,186 9,207 ,000

KTPI ,634 ,124 ,564 5,107 ,000
KTCKKTPI -,138 ,037 - 711 -3,779 ,000

2 (Constant) ,391 ,164 2,393 ,017
KTCK ,748 ,039 ,719 19,359 ,000

KTPI ,191 ,042 ,170 4,574 ,000

3 (Constant) ,854 ,133 6,432 ,000
KTCK ,804 ,038 172 21,242 ,000

a Dependent Variable: KTEK
Source: Primary data (2014)

Table 7b. The HMR Model Summary of Korean TVs to Examine the Moderating Effect of Product

Involvement
Model R R Square Adjusted Std. qur of RS Clilange Statistics Sie T
R Square the Estimate quare iv) 18-
Change  Change Change
1 ,800(a)  ,640 ,636 ,63138 ,640 179,276 3 303 ,000
2 ,789(b)  ,623 ,620 ,64502 -,017 14,282 1 303 ,000
3 J772(c)  ,597 ,595 ,66575 -,026 20,923 1 304 ,000

a Predictors: (Constant), KTCKKTPI, KTPI, KTCK
b Predictors: (Constant), KTPI, KTCK

¢ Predictors: (Constant), KTCK

Source: Primary data (2014)

DISCUSSIONS

Based on the research findings, the study can
make several final conclusions. First, Indonesian
consumers positively associate the country-of-
origin (COO) of the product with their decision
in evaluating the product prior to purchase. A
positive perception of the COO leads to a posi-
tive product evaluation. To some extent, it is
consistent with the study of Verlegh and
Steenkamp (1999), the cognitive mechanism is
perceived to work among Indonesian consumers.
They tend to use the COO as a signal for overall
product quality and quality attributes. It is used
to simplify the complex processing tasks in
evaluating products prior to purchasing. Positive
with country-related intangible
assets: technical advancement, prestige, work-
manship, innovativeness, design, economy and

associations

service, lead to a positive result for the product
evaluation. The product is considered to be of
good quality as well as have a high purchase
value, and to stimulate consumers’ willingness
to buy. Hence, Indonesia and Korea have posi-
tive country images as the COOs of televisions.

Second, in the cases of televisions, Indone-
sian consumers consider the level of economic
development of the COO in evaluating the prod-
uct prior to purchase. The products from devel-
oped countries such as Korea are considered to
be better than those from developing countries
such as Indonesia. Since Indonesian consumers
apparently behave rationally in evaluating the
product by giving a higher preference to
imported products that usually have a high social
status symbol for Indonesian people. This
conclusion supports the study of Manrai et al.
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(1998) that proposed a hierarchy of effects of the
COO based on the level of its economic
development, since the product’s COO is
associated with the best technical standards for
quality (Maheswaran, 1994). The validity of this
research finding is also justified in terms of the
research method. To overcome the lack of
product object realism (e.g. Bilkey & Nes, 1982;
Schooler, 1971), this study used multiple cues in
which the COO was not the only information on
which respondents made their evaluations. Other
extrinsic and intrinsic cues relevant to the
products such as the price, brand, features, and
packaging were also shown to them. Respon-
dents could comprehensively and objectively
evaluate every tested product since those other
influent cues are included in the properties of the
COO variable.

Third, Indonesian consumers with different
levels of product familiarity do not behave
differently when using the COO information on
their product evaluation. The study indicated that
with both Indonesian and Korean TVs, product
familiarity did not moderate the effect of the
COO information on the product evaluation.

Fourth, Indonesian consumers with different
levels of product involvement evaluate product
differently after receiving information about the
COO only in the case of the Korean TVs. Since
product involvement moderates the effect of the
COO information on product evaluation,
therefore it supported the study of Zaichkowsky
(1986) and Alden et al. (1993), which pointed
out that the COO is more likely used by lowly
involved consumers rather than by highly
involved consumers.
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