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ABSTRACT 

The firms want to work with different sources of supply and they are likely to have different 

ways of thinking about obtaining these. This study furthers an understanding of how COO 

affects industrial buyers' perceptions approaches to decision making. The research used 

Tumbull's (1985) on a sample of 125 Turkish firms. The results supported the factors which 

are "Quality of Marketing", "Customer Oriented", "Working Together", and "Price" included 

in the original study. The results imply that the survey has construct validity for Turkish 

firms. 

Keywords: COO Effects, Country of origin, Industrial Buyers' Perceptions, Agents, Aksaray, 

Turkey. 
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SECTION I 

TERMS OF REFERENCE 

1.1 Introduction 

This section introduces the broad problem area, problem definition, purpose of study and its 

questions. 

1.2 Statement of the topic 

The place of manufacture of products and its effect on consumer preferences has long been 

discussed in the marketing and international business literature as "country affiliation", but 

more generally under the rubric of the "country-of-origin effects" (COE). COO effects simply 

as "information pertaining to where a product is made." It is operationalized and 

communicated with the phrase "Made in" and the country name. Perceptions of a COO 

"effect" are measured by means of a continuum from favourable and unfavourable, and a 

more positive COO effect is routinely linked to greater market acceptance. 

1.3 Problem Definition 

As more and more firms around the world, large and small, embrace global marketing as a 

viable business expansion strategy, consumers around the world are facing an increasing array 

of choices for product and services from many different countries. When firm expand into the 

global marketplace they face several critical decision alternatives, including production 

locations, entry modes, advertising and promotions, which have significant ramifications for 

corporate global performance. The choices of specific strategic alternatives that are made may 

also have significant impact on consumer product evaluations. 
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The more international markets become, the greater the salience of country-of-origin (COO) 

effects on sellers' and buyers' decisions (Bilkey 1993). Rising global integration is forcing 

firms to reexamine their global strategies from raw material sourcing and manufacturing to 

distribution channels and worldwide advertising. Marketers and researchers have been drawn 

to the question of how consumers respond to products from other countries. Past research has 

shown that the image associated with country of origin plays a significant role in consumers' 

perceptions of products (Heslop & Papadopoulos, 1993). However, with increased 

globalization, foreign-produced goods have become an integral part of the typical consumers' 

life. 

1.4 Problem statement 

The marketers and researchers have been drawn to the question of how consumers respond to 

products from other countries. Past research has shown that the image associated with country 

of origin plays a significant role in consumers' perceptions of products (Heslop & 

Papadopoulos, 1993). However, with increased globalization, foreign-produced goods have 

become an integral part of the typical consumer's life. Companies are constantly seeking any 

competitive edge that will give them an advantage over their competitors. Country of origin is 

an underdeveloped area in regards to using consumers' and industrial buyers' perceptions of 

COO to help formulate foreign direct investment (FDI), production, sourcing, advertising, and 

other strategies. 

Although industrial buyers' decisions are influenced by numerous variables including after 

sales service, proximity of suppliers or their warehouses, conformance to design 

specifications, etc. (Hutt I Speh 1989, Thorelli I Glowacka 1995). 
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1.5 Purpose 

The purpose of this study is to understand the effect of foreign products' countries of origin 

on purchasing agents' perceptions. 

1.6 The Organisation of the Project 

The organisation of this project is as follows: 

• Chapter Two summarises the two main streams of literature, country of origin 

(COO) effect, which are central to the research topic. 

• Chapter Three describes the research methodology employed in this study, 

which includes research design, data collection procedures, questionnaire 

development, measures used, data preparation procedures, and the proposed 

statistical analysis. 

• Chapter Four Research Findings and Discussion 

• Chapter Five Conclusions and Recommendations 

1.7 Conclusion 

This first section depicted the topic area, the problem situation, the purpose, and the questions 

set for the project. The next section will reveal the literature review carried out. 
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SECTION II 

COUNTRY-OF-ORIGIN EFFECT: LITERATURE REVIEW 

2.1 Introduction 

This section gives a review of the literature carried out in order to identify the variables effect 

on country-of-origin effect. 

2.2 Country of Origin Effect 

During the decade of the 1990's, the percentage of global production moving in world trade 

increased by half, so that by 2000; the ratio of world trade to world gross domestic production 

reached about 30% (WTO, 2001). 

Today, foreign products are typically designated as such, but country-of-origin marks were 

not a major issue until after World War I. the victors in the war imposed country-of-origin 

marks on German products to enable consumers in other countries to avoid products from the 

former enemy (Morello, 1984). Thus, the introduction of systematic country-of-origin 

labelling could hardly have carried a more negative connotation. The stigma, however, proved 

to be neither universal nor lasting. As the Made-in label raised Consumers' awareness of 

sourcing, it also came to stand for attractive features of products from certain countries. Even 

Made-in Germany became a sign of high quality not long after World War I, and in today's 

marketplace, Japanese workmanship, Swedish design and French fashion have become world 

famous. 
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approach that we advocate focuses on the examination of contingencies in the 

__ .... rvironment. Change results from chance, sociopolitical events, and decisions made in the 

cusiness world, all of which may cause shifts in perceptions of a given country. As time 

es, governments strive to improve their nation's standard of living, manufacturing 

acity, and product quality; companies build more valuable brand reputations (or they may 

them); and consumers' perceptions of countries, companies, and products change 

3runner, Flaschner, and Lou 1993; Damanpour 1993). As evidence of the contingent nature 

-- the COO effect, consider the vast change in perceptions over the past 5 0 years of the label 

_.,.ade in Japan," which has gone from highly negative to highly positive. This change in 

0 effect reflects improvements in product quality, design, and value (Dornoff, Tankersley, 

White 1974; Nagashima 1977; Reierson 1967), as well as more sophisticated marketing 

strategies anu price-quahty symbohsm. 

Given these numerous approaches to researching the COO constrnct and the impact of a 

continuously changing environment in international business, it is not surprising that 

researchers have chosen to simplify their work by focusing on only a few selected 

components of the COO construct at one time. 

Jaworski and Fosher's (2003) concept of a national brand equity cycle captures a nation's 

essence and core values, which, as they argue, give rise to a national brand identity. National 

brand effect, which is similar in conception to country image effect, offers benefits to the 

nation, both internally and externally. Enhanced national brand effect leads to improved COO 

effects, which in turn help local companies succeed in global markets. Success breeds 

success, reinforcing the "ingredients" that generated the initial essence and core value 

development of the nation. Steenkamp, Batra, and Alden (2003) explore three pathways 
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higher perceived quality, higher prestige and psychological benefits-through which 

perceived brand globalness influences the likelihood of brand purchase. They find that 

perceived quality produces the strongest effect. 

Although consumer animosity accumulates as a core of negative feelings in a buyer's mind 

and cannot easily be forgotten or forgiven, this does not mean that companies or governments 

are powerless to act. During the 1970s and 1980s, many people in the United States perceived 

Japan negatively because U.S. car makers struggled to prevent domestic job losses resulting 

from the importation of large numbers of cheaper, more fuel-efficient, compact cars into the 

United States from Japan. To change U.S. consumers' negative attitudes toward Japan (and 

subsequently to satisfy North American Free Trade Agreement requirements for local 

content), the three major Japanese car makers=-Toyota, Honda, and Nissan-established 

manufacturing plants in the United States. Through the use of extensive advertising 

campaigns, these companies have consistently demonstrated how they have created jobs for 

people in the United States and increased demand for components made within the North 

American Free Trade Agreement area (Young, Sauer, and Unnava 1996). This repeated 

message of being a "good citizen," along with an unbeatable reputation for zero defects and 

high resale car values, brought about the success that the Japanese car companies enjoy in the 

United States today. 

The country-of-origin effect on consumer evaluation has been found to differ between 

industrialized and less developed countries. Preferences are more products specific for 

industrialized countries than for developing countries. Also, the country-of-origin effect is 

moderated by performance risk and brand. Consumers' quality perceptions of a specific 
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country's product vary with the country's level of industrial development (Khachaturian & 

Morganosky, 1990). 

Also, the country-of-origin effect may be relatively uniform within a country, suggesting 

some form of cultural forces may be active in the forming of images about products 

originating from a certain country. A study of the New Zealand new automobile market 

showed that country-of-origin stereotyping was present in the New Zealand new car market 

and that it was often a determining factor in the buying process (Lawrence, Marr, & 

Prendergast, 1992). However, as Parameswaran and Yaprak (1987) have shown, the reliability 

of scale ratings of product attributes may differ among different countries. The implication of 

this for a multi-country study is the need to take into account national differences in response 

sets before data analysis. 

Country-of-origin effect refers to consumers perceive products emanating from a particular 

country (Roth & Romeo, 1992). Country-of-origin information in many cases has been found 

to be more important in affecting product quality assessments than price and brand 

information (Wall, Liefeld, & Heslop, 1991). The importance of country of origin in product 

evaluation cannot be ignored. How often do we hear people talk about Japanese cars, Swiss 

watches, and French wines? In fact, the marketers recognize this fact and often use verbal 

allusion to a product's country o origin as a selling point in their advertisement. 

For example, German automobile manufacturers have been known to capitalize on Germany's 

reputation for engineering in their advertising messages (Head, 1988). Another example 

Would be the increasing presence of hybrid products, which are produced in one country, and 

branded in another. Such binominal products are often intended to either bolster or inhibit the 
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country-of-origin information, depending on whether the country-of-origin information is 

perceived positively or negatively by the potential market (Ettenson & Gaeth, 1991 ). In fact, 

Han and Terpstra (1988) have shown that sourcing country image (country of origin) has a 

more powerful effect than brand name on consumer evaluations of national products. It has 

also been shown that consumers may frequently display a bias toward products made in 

countries other than their own (Halfhill, 1980; Schooler, 1971). This kind of phenomenon is 

also common in the industrial buying context. Asian companies trying to export face market 

resistance due to national stereotypes. Existing country image as perceived by the importer 

affects the import decision. As a result, Asian companies have to make special promotional 

efforts to overcome market resistance based on country-of-origin image (Khanna, 1986). 

Multinational firms manufacturing abroad may also face the risk of potential loss in brand 

name value depending upon the image of the country of origin (Johansson & Nebenzahl, 

1986). 

What causes this country-of-origin effect? Different researchers have suggested different 

explanations for this phenomenon. Most, however, are of the opinion that the country of 

origin is a form of image variable that influences the customer's perception of the quality of 

the product under consideration, to the extent that evaluation of the other salient attributes in 

the consideration set may be affected. This image variable has also been widely accepted as a 

surrogate for evaluation when other information is in short supply. 

The market prices paid by consumers are empirically and managerially important, because 

they can contribute more directly than more traditional measures of consumer behaviour to 

the· estimation of potential sales revenues of alternative choices in international production 

location decisions. 
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COO has often been examined from an information theoretic perspective or as an information 

cue (Peter I Olson 1987). Products may be conceived as consisting of an array of information 

cues both intrinsic and extrinsic. Intrinsic cues involve the physical composition of the 

product such as flavor, colour, texture, fit, etc. Intrinsic cues cannot be fully appreciated until 

they are actually experienced by the buyer, e.g., the sound from the stereo speakers. Extrinsic 

cues are external to the product itself but related to it such as price, brand, warranties, country 

of design, country of manufacture, etc. (Liefeld 1993). Buyers use extrinsic cues particularly 

when buyers are less familiar with foreign products (Han I Terpstra 1988) and I or intrinsic 

cues are not available (Huber I McCann 1982, Olson 1977). 

Industrial buyers use essentially the same cognitive processes in determining product choices 

as consumers. Indeed, although industrial buyers may follow more formalized purchasing 

procedures, industrial buyers are no more rational in making purchase decisions than 

consumers (Fem I Brown 1984, Wilson 2000). Specifially, Wilson (2000) argued that "the 

arganizational buyer behaviour theory is based largely on research into exceptional examples 

of purchasing (e.g., expensive or strategic purchases) whereas the vast bulk of routine 

purchasing occasions suggest a more typical pattern of purchasing agents acting with 

delegated discretion, virtually as individuals". 

Moreover, most industrial buyer behaviour theory has historically been "dominated by a 

default paradigm of large manufacturing organizations operating primarily in the context of 

western markets" (Wilson 2000). In other words, many industrial buyers are not members of 

large complex organizations but are employed in family organizations, small business 

enterprises, not-for-profits, etc. The assumption that industrial buyers operate in a more 

complex decision-making process may no longer be valid. Wilson (2000) concluded "a 
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greater emphasis should be placed on the personal and social aspects of the buying process 

and on the effect of pre-existing influences such as experience, personal paradigms, cultural 

preferences and habituation". 

The basic premise of consumer choice models generally involves an attempt to maximize 

utility. In the industrial purchasing setting, utility maximization is often related to the cost I 

quality tradeoff, i.e., purchasing agents try to obtain the highest quality at the lowest price. 

Furthermore, despite the various additional variables (organizational and interpersonal) in the 

industrial buying process, the fundamental base of industrial buyers' COO perceptions is 

formed through the consumer processing cognitive system. Utility is influenced by buyer 

tastes, product attributes and psycho-social clues. 

Psycho-social cues (marketing messages) and the physical features of the product (the COO 

constructs) directly affect the buyer's perceptions. This is the essential beginning of the 

process to final product purchase. However, it should be noted that COO cues are rather 

unique in that in addition to being a physical feature of the product, they can also be 

considered as a psycho-social cue because of the often strong biases that COO cues can create 

in buyers. How buyers' perceptions are formed is critical to COO research as this is the 

starting point for final product choice. 

Zeithaml's (1988) means-end model demonstrated the direct influence of extrinsic cues on 

perceived quality and perceived value. The means-ends chain approach to understanding the 

cognitive structure of consumers posits that product information is retained in memory at 

several levels of abstraction. Evaluations of quality generally are performed in a comparative 

context, and a product is rated high or low depending on its relative excellence among 
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products or services that are viewed as substitutes for the buyer. Hence, to understand the 

underlying concepts of COO effects, it is important to analyze and comprehend this "set of 

products" or, more importantly, the perceived quality associations of the countries that are 

included in the buyer's comparative (evoked) set when country-of -origin becomes an 

important information cue. 

Zeithaml's perceived quality model posits that price, extrinsic attributes and intrinsic 

attributes directly impact perceived quality. Intrinsic and extrinsic cues are the dichotomous 

attributes that signal quality (Olson 1977). Intrinsic cues are by definition product-specific 

and therefore not generalizable as indicators of quality across all types of products. Extrinsic 

cues, on the other hand, are not product-specific and can serve as general indicators of quality 

across all types of products (Zeithaml 1988). It is this generalizability that makes the study of 

extrinsic cues appealing to industrial marketing researchers. 

In addition to the consumer models, a better understanding of industrial buyer search 

behaviour may also be useful. Liang and Parkhe (1997) argued that industrial buyers will 

optimize decision choice within the bounds of rationality, but beyond the bound, they will 

choose a more simplified decision process and satisfice (Cyert/March 1963, Simon 1978). 

Moreover, they suggest that industrial buyers follow different search approaches in domestic 

versus international vendor decisions because international vender decisions are more 

complex and more likely to exceed the bounds of human rationality. Consequently, "buyers 

are more likely to adopt a cognitively less demanding, non-compensatory approach by taking 

shortcuts in their search and evaluation efforts" (Liang I Parkhe 1997). Instead of selecting the 

best choice among "known alternatives" based on a rational weighing of various vendor or 

product criteria, purchasing agents engage in more of a "search" process, rather than a 
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"choice" process because the information processing load that includes international products 

will most likely exceed the bound of human rationality. 

Therefore, international industrial buyers probably angage in satisficing behaviours because a 

systematic rational choice process is often prohibitively expensive and cognitively 

overwhelming (Liang I Parkhe 1997). Hence, instead of collecting information according to a 

product's marginal returns and costs, industrial buyers of international products may follow 

the "availability heuristic" (Liang I Stump 1996) and "rely on information that is easily 

recalled and readily accessible, such as vendor reputation, country-of-origin stereotype, and 

word-of-mouth recommendations" (Liang I Parkhe 1997). 

Early COO studies used a simple "Made in ... "cue. However, as COO research matured, the 

country of origin cue began to be decomposed into more specific pieces such as country of 

assembly (COA), country of design (COD) and/or country of manufacture (Chao 1993, 

Johansson I Nebenzahl 1986). Chao (1993) and Ahmed and d'Astous (1996) recognized the 

need to measure the "parts" dimension and recommended that future researchers should 

attempt to assess the impact of this component. Tse and Lee (1993) specifically examined the 

country of assembly and country of components and found that the component (parts) origin 

was significant in both "long-term attributes" and "overall evaluations". 

Just as the previous "Made in" construct became too general to analyze cleanly, increased 

global rationalization has diminished the usefulness of solely examining the country of 

manufacture or contry of assembly component in defining overall country of origin effects. 

Indeed, as previous researchers have claimed that MNCs may want to shift design or 

assembly operations to take advantage of COO perceptions (Chao 1993, 1998), similar logic 
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