ATLANTIS

PRESS Advances in Economics, Business and Management Research, volume 175

Proceedings of the 2nd International Conference on Business and
Management of Technology (ICONBMT 2020)

Country-of-Origin Image and Its Effect on Purchase Intention:
A Study on a Chinese Smartphone Brand

Ricky Dwi Darmawan!- Hatane Samuel® Serli Wijaya!*
! Faculty of Business and Economics, Petra Christian University, Surabaya, Indonesia
*Corresponding author. Email: serliw@petra.ac.id

Abstract. Previous research examining the influence of country-of-origin image on purchase intention have indicated
inconsistent results. China, as the largest global business players in the world have secured a lot of its brands as the
world’s market leaders. This research aims to examine how China, as the country of origin of Huawei smartphone,
has been perceived by the Indonesian consumers. This study also aims to examine whether its country-of-origin
image could influence Huawei’s perceived quality, brand image, which in turn, affecting consumers’ intention to
purchase the product. Online survey was completed to 226 respondents using purposive sampling technique. The
collected primary data was analysed using PLS-SEM technique. The findings of the study showed that, directly,
country-of-origin image variable had no significant effect on purchase intention. In other words, country-of-origin
image alone was not strong enough to stimulate consumers to buy the smartphone product. Research result also
revealed that the role of brand image was stronger that perceived quality in mediating the effect of country of origin
image on purchase intention. In fact, brand image, appeared as the significant mediating variable of how country of
origin image influenced purchase intention.
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1. INTRODUCTION Past studies have shown that country-of-origin
influences consumers’ purchase intention. Consumers’
general assumption is that developed countries produce

Before deciding to buy a product, consumers will > ( :
better quality products than developing countries [3][4].

evaluate that product based on its perceived quality and

brand image. According to [1], consumers use cues when
forming a perception of an object which then, will
influence consumer behavior towards the object. There
are two kinds of cues which are, intrinsic (taste, weight)
and extrinsic (price, brand, warranties, and country
image). Previous research found that perceived product
quality has a positive relationship to purchase intention
directly. When the perceived quality of a product is
getting better, it will encourage consumer’s interest to
buy the product [2].

For example, [5] found that Chinese consumers have
positive attitudes toward products from the USA
compared to products from newly industrialized countries
such as South Korea. Similarly, [6] presented how
Turkish consumers have positive perceptions regarding
products from developed countries and negative
perceptions with products from Russia, China, and
Eastern European countries.

However, when country-of-origin is perceived poorly,
it will affect both the perceived quality of a product and
its brand image, which eventually influences consumers’
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purchase intention.

Within the last few decades, China has been
recognized worldwide as the largest global business
player next to the United States. There are lots of Chinese
brands that become good market leaders, for example, in
the industries of automotive, computer, and
telecommunications, as well as smartphones. The
smartphone industry is currently growing worldwide, and
its competition is becoming more fierce to a greater
extent, including in Indonesia. Additionally, with the
emergence of smartphone products from China, where
most of these brands penetrate the market with a cost
leadership strategy and offer relatively affordable prices,
it only adds more fuel to the fire.

On the other hand, among smartphone brands from
China that have successfully gained their share in the
Indonesian market such as Oppo, Vivo, and Xiaomi,
some brands are less able to compete in the industry such
as ZTE, K-Touch, Hier, Hi-Sense, and Meizu [7]. This
fact indicates that having low prices does not guarantee
the brand’s ability to spark consumer interest in
purchasing. Huawei is a globally-known smartphone
brand that is currently in the second place after Samsung,
which has successfully overtaken Apple as the world’s
second-largest smartphone seller. In 2019, Huawei won
the Manufacturer of the Year Award, overthrowing Apple
and Samsung. Also, the award itself was referred by
competent technology journalists and a team of experts in
the smartphone industry as one of the most prestigious in
the smartphone industry. Yet, the interesting fact is that
Huawei’s performance in the global market is not in line
with its sales performance in the Indonesian market [8].
Jim Xu, Huawei’s Vice President for Consumer Business
Group, argued that there were several reasons behind this,
including the bad sales focus and a low brand image. Jim
Xu also reasoned that during the past 4 years, Huawei had
been playing at the wrong level. Many smartphone
manufacturers decided not to sell any flagship products in
Indonesia based on their judgment on Indonesians’
average income. On the other hand, if only any
smartphone vendor decides to sell their flagship
smartphones, this can help to build the consumers’ trust
in the brand’s sophisticated technology, which ultimately
leads to the consumers’ purchase intention. This time,
Huawei used the wrong approach by playing at the entry-
level smartphone. Therefore, if Huawei keeps up with this
bad strategy, it will influence their brand image and
public perception that Huawei smartphones have low
prices along with its qualities.

Previous researches have shown conflicting results
related to the influence of country-of-origin, brand image,
and perceived quality on consumers purchase intention
[9-14]. For that reason, any research that explores the
relationships between these four variables is deemed
rather compelling. The subject analysis of this research
was Huawei based on the noteworthy fact of its
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performance in the Indonesian market that is not in line
with its success in the international market as explained
in the previous section.

2. BACKGROUND

2.1 Country-of-Origin Image

The concept of country-of-origin has evolved since it
was first introduced by [15], whose subject of research
was business people in the USA and Japan. Nagashima
defines country-of-origin as: “The picture, the reputation,
the stereotype that businessmen and consumers attach to
products of a specific country. This image is created by
such variables as representative products, national
characteristics, economic and political background,
history, and traditions.” [15] define country-of-origin as
a stereotypical perception of a consumer regarding a
country. Previous researches examining the effects of
country-of-origin (COO) presented two approaches.

2.2 Brand Image

Describes brand image as associations toward a brand
that are stored in consumers’ thoughts. Similarly, [18]
defines brand image as a set of associations of a brand,
which is ingrained within consumers’ minds that leads to
the perception of that brand.

According to [19], the better the brand image of a
product, the said product will gain more consumers’
recognition. Generally, consumers have limited time and
product knowledge before deciding to buy a product. As
a result, consumers tend to make their decision through
brand image [20]. Therefore, in the consumers’
perspective, brand image plays a significant role in the
quality of products or services [21].

2.3 Perceived Quality

[2] claims that perceived quality is a consumer’s
assessment of the overall superiority of a product. For
[17], perceived quality is an evaluation of the in-process
consuming experience of the overall product superiority.
Additionally,[18] define perceived quality as a subjective
assessment of consumers about overall superiority or
overall excellence of a product.

2.4 Purchase Intention

Consumer purchase intention is related to the
possibility of consumers’ willingness to purchase a
product [19]. Correspondingly, [20] also claim that
consumer purchase intention is the possibility of a
consumer’s willingness to buy a product. The term
“purchase intention” itself represents the possibilities
where consumers plan to buy a product/service in the
future [21]. Whenever a consumer can or intent to buy a
product, purchase intention is present [22].

309



ATLANTIS

PRESS Advances in Economics, Business and Management Research, volume 175

e ‘

¥ i |
H |
~ & ‘

\\,
Hs \a

| /,
G
o

A
Purchase
Intention

e
Hs

H+
Figure 1. Proposed Conceptual Model

3. METHODOLOGY

This study is considered as quantitative causal type of
research aiming to provide pieces of evidence or as a way
of verification regarding the relationships among these
four examined variables namely: country-of-origin, brand
image, perceived quality, and consumer intention in
purchasing Huawei smartphones.

The primary data was collected through online survey
utilising Google Form design. Samples were selected
applying purposive sampling technique, with sample
criteria as follows: a minimum of 17 years old who reside
in any cities in Indonesia, and show an intention to buy a

smartphone without having any preferences regarding the
brand chosen. The questionnaire was divided into 5
sections: (1) Profile of respondents section, which
consists of 5 questions regarding whether respondents
plan or do not plan to purchase a new smartphone soon,
the smartphone brand currently owned, gender, age,
average income; (2) Country-of-Origin Image section,
which contains 7 questions; (3) Brand Image section
consisting of 8 questions; (4) Perceived Quality section,
which consists of 5 items; and (5) Purchase Intention
section, which contains 4 questions.

Table 1. Convergent Validity Results

Items  PLS Loading Remark
Country of Origin
COO-1 0.818 valid
COO-2 0.781 valid
COO-3 0,721 valid
COO0O-4 0,846 valid
COO0-5 0,780 valid
COO-6 0,730 valid
COO-7 0,796 valid
Brand Image
BI-1 0.850 valid
BI-2 0.855 valid
BI-3 0.313 invalid*
Bl-4 0.838 valid
BI-5 0.858 valid
BI-6 0.794 valid
BI-7 0.863 valid
BI-8 0.821 valid
Perceived Quality
PQ-1 0.844 valid
PQ-2 0.865 valid
PQ-3 0.814 valid
PQ-4 0.784 valid
PQ-5 0.830 valid
Purchase Intention
PI-1 0.695 valid
PI-2 0.927 valid
PI-3 0.948 valid
Pl-4 0.901 valid

2,500,000 IDR to 4,999,999 IDR per month, then followed by the average income of > 10,000,000 IDR. Therefore, it was evident that respondents

have sufficient purchasing power to buy flagship smartphones.
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Table 1 shows the convergent validity with the outer
loading value of each indicator. If an indicator has an
outer loading value greater than 0.5, then it is valid as it
meets the convergent validity requirement. As shown in
Table 1, item BI-3 has an outer loading of 0.313;
Therefore, in the following analysis, the role of this
indicator would be diminished. Table 2 discusses
discriminant validity where the Average Variance
Extracted (AVE) for the Country-of- Origin Image
variable is 0.613, the AVE for the Brand Image variable
is 0.706, the AVE for the Perceived Quality variable is
0.686, and the AVE for the Purchase Intention variable is
0.661. Consequently, each variable has its loading value
above 0.5, so it confirms that each variable is valid.
Hence, considering the result meets the predetermined

Table 2 Discriminant Validity Result
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requirements to be above 0.5, it is emphasized that the
model had good discriminant validity. Additionally, the
structural model of the examined four variables meets the
ideal standard of composite reliability since each variable
(Country-of-Origin Image, Brand Image, Perceived
Quality, and Purchase Intention) has a composite
reliability score greater than 0.7.

Table 2 also reports high scores of Cronbach’s alpha
value of each variable with more than > 0.6 (the Country-
of- Origin Image variable is 0.917, the Brand Image
variable is 0.944, the Perceived Quality variable is 0.916,
the Purchase Intention variable is 0.927), therefore, all
variables are deemed reliable since they meet the
minimum value requirements.

Variable Composite AVE  Cronbach’s
Reliability
Alpha
Purchase Intention 0.764 0.661 0.927 4=Agree; and 5=Strongly Agree.

4. RESULTS

A total of 230 participants participated in the online
survey. However, after conducting data screening, only
226 out of 230 questionnaires were valid for the next step
in data processing. The respondents consisted of 116 men
and 110 women. Through 226 samples, 38 respondents
answered that they had a smartphone purchase plan
shortly, 88 respondents decided to leave it open by

5. DISCUSSION AND CONCLUSIONS
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answering that it was possible, and the rest 100
respondents answered that they did not have a plan to buy
a new smartphone. The three most owned smartphone
brands were Samsung, Apple, Oppo, followed by Xiaomi,
and Vivo. The questionnaire data also reported that most
of the respondents came from the age of 18-30 years old,
with the majority working as private employees.
Correspondingly, the questionnaire stated that most
respondents had an income of around
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Figure 2 SEM-PLS Bootstrapping Result
Figure 2 shows the results of the bootstrapping from the structural model used in this research.
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Table 3 Hypotheses Result

Hipotesis Variabel Original -~ Sample  Standard 1- Keputusan
Sample Mean  Deviation  Statistic  Pengujian
Estimate Hipotesis
HI COO-PI 0,033 0,031 0,070 0.474 Ditolak
H2 COO0-PQ 0,145 0,145 0,045 3,208 Diterima
H3 COO-BI 0,707 0,706 0,038 18,683 Diterima
H4 BI-PI 0,500 0,507 0,130 3,852 Diterima
H5 PQ-PI 0,112 0,109 0,133 0,845 Ditolak
H6 BI-PQ 0,777 0,775 0,042 18,291 Diterima
H7 COO-BI-PI 0,353 0,358 0,096 3,698 Diterima
H8 COO0-PQ-PI 0,016 0,015 0,020 0,814 Ditolak

Table 3 illustrates the results of hypotheses testing.
The results show that five out of eight hypotheses were
accepted. H1 (t-statistics = 0.474), H5 (t-statistics =
0.845), and H8 (t- statistics = 0.814) were rejected
because each of its t- statistic values was less than 1.96 in
the t-table.

The results showed that the country-of-origin image
had no direct relationship with consumers’ purchase
intention. Although respondents had a fairly positive
perception of China as Huawei’s country-of-origin, it did
not necessarily play a role in the consumers’ purchase
intention. On the other hand, the results also indicated that
emotional or psychological factors, for example, self-
congruity, played a more significant role in encouraging
respondents’ intention to buy a product. Moreover,
according to Maslow’s hierarchy of needs, smartphone
products are deemed to satisfy consumers’ social needs
and their self-esteem. Hence, one out of many reasons for
a consumer to buy a new smartphone could be just a mere
hedonic impetus of prestige in addition to its utilitarian
values. This fact then led to the argument of why the
country-of-origin image itself is not strong enough to
influence consumers’ purchase intention. For this reason,
it was important for other variables to come into play in
influencing consumers’ purchase intention.

The findings of this study also shown that the country-
of- origin image variable had a direct relationship with
the perceived quality variable. Respondents claimed that
China’s manufacturing quality is low that it affected the
perceived quality of Huawei’s smartphones. Therefore,
having China as Huawei’s country-of-origin, consumers
assumed Huawei’s smartphones to be lacking in features
and have a low level of durability. Furthermore, the
country-of-origin image variable also influenced the
brand image variable directly. Since respondents had the
perception that China manufactures low-quality
smartphones, it caused them to have an ingrained set of
associations related to Huawei which resulted in Huawei
being taken into account a bit less in the market compared
to its more expensive smartphones competitors.
Ultimately, this led respondents to perceive Huawei’s
quality rather negatively.

Brand image could affect purchase intention in one
way or another in a slightly significant manner. As

mentioned earlier that respondents had the perception that
China manufactures low-quality smartphones, it caused
them to have an ingrained set of associations related to
Huawei which resulted in Huawei being taken into
account a bit less in the market compared to its more
expensive smartphones competitors. If respondents
perceive Huawei’s quality rather negatively, they will
have zero or little intention to purchase a Huawei
smartphone.

The perceived quality variable had no direct influence
to the purchase intention variable. This happened due to
the perceived quality created by Huawei that had not been
able to encourage respondents to make purchases. The
results of this research also indicated that emotional or
psychological factors, for example, self-congruity, played
a more significant role in encouraging respondents’
intention to purchase a product. Moving on, it is showed
that the brand image variable influences the perceived
quality variable rather directly. It was evident that from
respondents’ perception, Huawei is being taken into
account a bit less in the market compared to its more
expensive smartphone competitors.

Interestingly, by putting the brand image as a
mediating variable between the country-of-origin image
and the purchase intention variable, this affirmed that the
two variables significantly affected one another. The
reason behind this was the negative perception that the
respondents had towards China, Huawei’s country-of-
origin, which led to the assumption that Huawei’s
smartphones are lacking in features and possess a low
level of durability, which eventually contributed to the
consumers’ intention not to purchase Huawei
smartphones.

In contrast, by putting the perceived quality as a
mediating variable between the country-of-origin image
and the purchase intention variable, this claimed that the
two variables did not influence one another. Despite the
fact that the respondents were well-aware that China is a
developed or industrialized country, this did not
necessarily create a positive perceived quality towards
Huawei that encouraged respondents to buy a Huawei
smartphone.
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6. CONCLUSION AND RECOMMENDATION

As a manufacturer, Huawei needs to establish the
image of China as a developed country through its
product marketing and advertisement programs because
the majority of respondents strongly relate and agree to
that. Also, Huawei shall invest more time in socializing
its new European- themed campus, namely Huawei Ox
Horn Campus, in Dongguan, with an area of 9 km? or 900
hectares, which replicates 12 major cities in Europe.
These 12 sections function as offices, factories, R&D
facilities, and residences for 25,000 Huawei employees.
The campus also has its dedicated commuter train to
travel around the campus.

Next, Huawei also needs to introduce its
sophistication or technological advancement in the
process of making their smartphones in every marketing
mix, advertisement, and promotion in front of potential
customers. This aims to change the perception of how
China products are equal to low-quality products in terms
of product manufacturing that is attached to consumers’
thoughts, and so that consumers can finally understand
sophisticated aspects of the Huawei smartphone itself.

Importantly, Huawei should enhance or add more
features on their smartphones that are still lacking from
the consumers’ perspectives. One of the urgent matters to
be taken care of is to find a replacement for the Google
Play Store which can no longer be used or accessed on
the most recent Huawei’s smartphones. Also, it will be
better if Huawei upgrades the durability level of their
smartphones, so they get more rugged and more durable.
To anticipate this matter, play or show videos of
Huawei’s smartphones durability test to consumers since
respondents still have a perception that the durability
level of Huawei smartphones is low. Additionally,
Huawei needs to improve its competitiveness in the
smartphone industry, especially in Indonesia, because
respondents stated that Huawei’s quality is being taken
into account a bit less in the market. One of the best
possible solutions, for the time being, is to provide easier
access to Huawei smartphone products through large and
well-known retail stores.

Since respondents consider that the price range of
Huawei’s competitors is still more expensive, Huaweli
also needs to adjust the pricing strategy of its smartphones
to establish premium impressions in the perspectives of
consumers.

For future researches, the authors strongly suggest to
pay more attention to the sampling technique. Given the
limitations of the study, the conducted sampling
technique was carried out through online fashion,
resulting in the authors’ very limited ability to control
distribution and respondents. Moreover, it is optional but
highly appreciated to elaborate more details in the
respondents’ profile section regarding education level,
frequency of traveling abroad, or visiting China. The last
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suggestion for future researches is to include more
variables such as consumer ethnocentrism, country
familiarity, price, self-congruity, and prestige.
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