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Abstract

Due to the increasing process of globalization, consumers’ attitudes and beliefs are
formed under the influence of numerous factors, which are not being considered to a
large degree when it comes to doing business on a national level, but which may have
significant implications on evaluation of international and global aspects of company’s
operation. One of these factors is the country of origin of products. Although there is a
large number of papers in the field of international marketing which investigate issues of
the relation of consumers’ loyalty and country of origin of products, the originality of
this research arises from the fact that, this paper examines the influence of the country of
origin of the products on consumers’ loyalty, not directly, but observed via specific
characteristics of the product, such as quality, design and prestige. Using a regression
analysis, it examines the effect of the country of origin of a product on the perception of
product’s quality, design and prestige, as well as the extent to which these three
variables affect consumers’ loyalty. The importance of implemented empirical research,
unlike others done in Serbia, is reflected in analyzing unified influence of individual
variables. It has been noticed that major influence on consumers’ behaviour has prestige
related to consumption of products from certain countries, following design, while the
impact of product’s quality was minimal. By applying the empirical model research, it
has been confirmed that all defined variables significantly determine consumer’s loyalty
when it comes to country of origin. By applying one-factor analysis of a variance, it
examines whether there is a statistically significant effect of the defined variables on the
loyalty, when it comes to different categories of the respondents.

Key words: country of origin of products, quality, design, prestige, consumer
loyalty.

E®EKAT 3EMJBE IIOPEKJIA ITPOU3BOJA HA ITPOLEC
OCTBAPEBHA JTIOJAJTHOCTHU MOTPOLTAYA

AnCTpakT

Veren cBe MHTEH3UBHUjET Ipolieca Iobanu3aryje, CTABOBH U yBepera MOTpoIIaya
¢dopmupajy ce nox yruiajeM OpojHUX (hakTopa Koju ce He pa3Marpajy y BEJIHMKOj Mepu
Kajia je y IUTamby MOCIOBake Y OKBHPY HAIMOHAIHIX TPAHMII, alli MOTY UMAaTH 3Ha-



1298

YajHe UMIUIMKALMje Ha BPEAHOBamkEe MEyHAPOIHIX U TIIOOATHHX acIeKaTa MoCIoBamba
npexnyseha. Jenan on THX (akTopa jecte U 3emiba MOpEKiIa U3 Koje MPOU3BO/IU MOTUYY.
Maxo y obnmactu MehyHaponHOT MapkeTrHra noctoju Behu O6poj panosa Koju UCIIUTY]y
npo6eMaTHKy MOBE3aHOCTH JIOjAIHOCTU ITIOTPOIaya M 3eMJbE IOPEKIa HPOU3BOJA,
OPUTHMHAITHOCT HCTPaKHUBarha TPOU3NIAa3H U3 YHILCHHUIIC JIa CE Y OBOM paiy pa3marpa
KakaB je YTHI@j 3eMJbe MOpPEKiIa MPOU3BOJA HA JIOJAJIHOCT MOTPOLIaya, He JUPEKTHO,
Beli mocMaTpaHo Mpeko opeljeHHX KapaKTepHCTHKaA MPOU3BOJa Kao IITO Cy KBAJUTET,
I3ajH U mpecTk. [lyreM perpecnoHe aHaim3e, y paay ce HCIHUTYje YTHUIIA] 3eMIbe
MOpEKIIa Ha MEPLUITUPAHN KBAIUTET, AW3ajH M MPECTIDK MOTpPoIIaya, Kao U TO y K0joj
MepH OBe TPH BapHjalbie yTHYy Ha JIOjaJHOCT MOTpoIIaya. 3Hauaj CIIPOBEICHOT eMITH-
PHjCKOT MCTPa)XKUBamha, 3a pa3InKy oj BehuHe nocrojehnx y Cpbuju, oriiena ce y aHa-
THM3Upaky 00jeINHEHOT YTUIIAja MojeIMHAYHIX Baprjabiu. YoueHo je na Hajsehu yTu-
I1aj Ha MOHAIIAKkE MOTPOIIaYa MMa MPECTIDK MOBE3aH ca KOpHUIINEHEeM MPOM3BOJA U3
onpeheHnx 3emasba, 3aTHM JIM3ajH, 0K je HajMamby YTULAj KBaIUTeTa IponsBoa. [lyrem
Je(hUHICAHOT MOJIeIa MCTPaKHBakba YTBPHCHO je Jia CBe TpU BapHjaliie 3HAYajHO ojpe-
hyjy JojasHOCT MOTpoIIa4a ca acreKkTa 3eMibe Mopekia. [IpumeHoM jemHodakTopcke
aHAII3e BapHjaHCe UCIHTY]e ce [a JIM MOCTOjH CTATUCTUYKH 3Ha4YajaH yTHIla) AeHUHHCA-
HHX Bapujadiy Ha JIOjaJHOCT KaJia Cy y MATaky pa3iuiuTe KaTeropHje NCIUTaHNKA.

Kiby4He peun: 3eMJba HOPEKIIA IPOM3BO/IA, KBAIHTET, IU3ajH, IPECTHIK, JIOjaTHOCT
HOTpoLIaYa.

INTRODUCTION

While doing business within national borders, companies were
mainly able to meet the requirements of the local market, without much
worry about the endeavors of foreign competitors. However, with the
process of globalization which is getting more and more intense, and the
emergence of global products, manufacturers in the market are involved in
a competitive race with foreign brands as well. It is no longer enough to
meet the needs of the local market only, but it is necessary to apply
marketing strategies to improve the image of the country from which the
products are being sold to foreign markets as well. The time when
consumers made decisions about buying products based on their price and
guality passed a long time ago. Companies have become aware of the fact
that in the era of hyper competition, it is necessary to implement modern
technical solutions, as well as promotional activities that would single out
the product from the competition. Having in mind that consumers have at
their disposal a number of alternatives from which they can choose, their
standards increase and it raises awareness about the importance of making
the right decisions. Due to the above mentioned factors, consumers are
considering a number of elements while opting for a particular product and
one of them is the country of origin from which the product comes from.
This parameter additionally contributes to the evaluation of products by
consumers and their willingness to make a purchase. In the literature,
related to the international and global marketing, there is a large number of
papers dealing with this issue, i.e. papers that investigate how the country
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of origin affects the creation of customers' loyalty. The image of a country
is determined by the cultural, historical, tourist characteristics that
contribute to distinguishing the evaluation of the products originating from
these countries as well. It is important to note that the country's image is not
an unchangeable category, but it is influenced by numerous economic
developments. The image of the country of origin usually has an impact in
the sense that consumers from developing or less developed countries have
a tendency to evaluate the products originating from developed countries as
better designed or of a better quality. Bearing in mind that in the numerous
papers, from the field of international and global marketing, the impact of
the country of origin on consumers' behavior has been identified, in this
paper we will be applying the quantitative analysis to examine the effect of
the country of origin by three important variables. The aim will be to assess
the extent to which the country of origin affects the evaluation of the
product by the consumer when it comes to quality, design and prestige of
the product for the consumer.

| LITERATURE OVERVIEW
A Conceptual Foundation of the Country of Origin of the Product

Due to the efforts of companies to position themselves in the minds
of consumers and ensure the leading position in the market, in the
marketing literature, during the past years the subject of research by many
authors was the country of origin (Heslop, 2008; Rakita, B, 2012; Yang,
Wang, Fetscherin, 2010). With the appearance of a growing number of
global brands, consumers often tend to evaluate certain products based on
the country from which they originate (Roth, Romeo, 1992) Thus, it is very
important to consider the overall factors that determine the image of the
country, such as economic, political, cultural, legal environment, the
characteristics of the population or technological development. The country
of origin is usually communicated with the label "made in" and it refers to
the perception of consumers about that country, which affects their
evaluation of the product or service that originates from it (Chapa, Minor,
2006). For the countries in the international environment it is necessary to
take into consideration a number of specific conditions that exist in a given
environment (Sapi¢, Jovanovi¢, Furtula, 2009), recognition of a product
which reflects a particular country of origin can influence the improvement
of its image and reputation as well. In the marketing literature, as synonyms
for the country of origin certian names are given, such as "country of
design" or "country of origin" (Rezvani, Dehkordi, Rahman, Fouladivanda,
Habibi & Eghtebas, 2012). Due to the increasing complexity of the given
concepts and inability for their precise distinctions, the designation of the
country of origin in the global environment is difficult to define. Nowadays,
there is an increasing number of multinational companies operating in the
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global market and products whose components are constructed from the
parts originating from different countries. For the purpose of this paper, we
will not be emphasizing the difference between the country of production and
the country in which the product is branded, but we will reduce these
categories to the concept of country of origin, although their distinction may
have significant implication for consumer behavior (Fetscherin & Toncar,
2010). In the absence of reliable and relevant information about the products
that consumers have a tendency to use, the country of origin represents a
guideline which contributes to making their purchasing decisions. Many
authors point out that there are certain stereotypes that are related to a
particular country of origin of products, which provide emotional and
symbolic value and inspire confidence to consumers (Botsch &
Hemettsberger, 1998). The components of the image of the country are
numerous, and some of the basic ones are the following (Heslop, Lu &
Cray, 2008):

= Political and social character of the country - political stability,

the degree of democracy, the level of rights, quality of life;

= The degree of industrialization, technological development,

economic stability;

= Character of the population of the country, such as the degree

of confidence, friendliness, kindness;

= The presence of foreign direct investment, aspects of the tourism,

cultural and economic environment.

As consumers may be loyal in buying branded products, in the same
way their loyalty can be attributed to the effects of the country of origin.
Moreover, many authors have investigated this issue, and found that the
interdependence of association and brand loyalty can be brought into direct
contact with the country in which the given brand exists (Pappu, 2007).
Previous research has found that the country's image significantly changes
when the location of the products that cause positive associations towards a
given destination changes. Thus, for example, it was found that the brand
image of Japanese car was significantly undermined when its country of
origin relocated to South Korea (llle & Chailan, 2011). If consumers do not
have a lot of experience with the products from that country of origin, halo
effect can influence the formation of their beliefs, and if you are already
familiar with products from a particular country of origin, halo effect (Han,
1989) determines their existing attitudes about the products, which is
transmitted to other consumers. Therefore, this effect can be very present, so
it is recommended that while launching new products, the country of origin
should be emphasized, in the case it causes positive associations with
consumers for products of similar categories and use of value.

Due to increasing competition in global trends, for the country of
origin of certain products it is very important to understand the fact that the
image of the country can be changed, at a faster or slower pace (Heslop et al.,
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2008), that it is the category, which, in a similar manner as the product or
service, may be subject to numerous modifications. It is necessary that the
creators of the various economic events and macroeconomic trends also be
aware of the effect that the country of origin has on the economy of a country
and its positioning in the international market. However, sometimes the
image of the country of origin may change due to unforeseen events,
economic and stabilization policy, but also improve if the number of foreign
direct investments in the country increases or it becomes the venue of some
important world events. In addition to the economic development of a
country, for the evaluation of products originating from it, one may also
consider the characteristics of the population, because the emotional aspect of
consumer awareness plays a crucial role.

Due to the increased presence of companies on the international and
global markets, resources are increasingly being moved to other countries.
However, it is a more common phenomenon that the products are created as a
set of components from different countries, which complicates their
recognition and connection to the correct country of origin.

For the affirmation of global brands that are available on the global
market and that contribute to the profit and prosperity of companies that
launch them (Bengtsson, Bardhi & Venkatraman, 2010) the country of origin
is the criterion by which consumers form their attitudes and beliefs. There are
different conclusions obtained during the studies of relevant literature in
international research. Although most authors emphasize the interdependence
between the country of origin of products and the intention of the consumer
to make a purchase (Elliot&Cameron, 1994; Kalicharan, 2014) it should be
carefully approached to the study of these effects, bearing in mind that
consumers react differently depending on previous experience with the use of
products from certain countries. The way they perceive a particular country
of origin, will also depend on their knowledge of the characteristics and
performance of products, so that the level of their previous experience affects
how they will assess the specific country of origin (Pecotich &Ward, 2007).
According to some research, the country of origin has a significant impact on
the consumer's decision regarding to products in which there is a high level
of involvement, in relation to those products in which the level of
involvement is somewhat lower (Srikantanyoo & Gnoth 2002, cited in
Raharjo, 2012), which is understandable, bearing in mind that when buying
such products usually the cognitive dissonance is higher, and consumers
enter the phase of concern when considering whether they made the right
decision. In addition to the information available concerning the price and
brand name, considering the country of origin when it comes to quality of
products and level of customer loyalty contributes to a better product
positioning and recognition of manufacturers in the global market.
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The Effect of the Country of Origin on the Loyalty of the Customers

The concept of customer loyalty in marketing is an object of everyday
research, having in mind that consumers who are loyal to the company are
the key for the success of the economy. Consumer loyalty is defined as
devotion to brands or business environment and it is reflected in their
willingness to re-do the purchase of the same product (Marinkovic¢, 2012, p.
144). Loyal consumers contribute to the achievement of a number of benefits
from the point of view of the companies, thus reducing marketing costs, are
less price sensitive, but are familiar with the products that they use, but do not
require additional resources (Rowley, 2005, cited in Zakaria et al., 2013).
Consumer behavior is defined by a number of demographic, emotional and
price factors, so in the condition of the intense competition it is difficult to
maintain their attention.

Recently, there is an increasing number of papers in international
marketing which are trying to examine the interdependence between
countries of origin and consumer behavior, and trying to determine whether
re-purchase and consumer favour can be brought in connection to the country
of origin from which the product originates (Ling, 2013). Consumer behavior
and their loyalty is greatly influenced by political, legal, social environment,
as well as personal characteristics and shopping habits (Thomson, Pollio &
Locander, 1994). As the process of globalization has enabled producers to
operate in the markets of many countries, consumers, in the selection of
brands and products, are trying to identify the country from which the
product comes and accordingly make the decision to purchase. For products
with a high level of involvement, it often happens that in the presence of
global brands, they perceive those brands as of better quality, whereas local
brands are put in the second place. Thus, many authors (Iftekhar &
Muhammad, 2015) tend to test which performances characterize domestic
and which characterize foreign brands, and what factors contribute to the fact
that global brands are perceived as of higher quality. For consumers, country
of origin often has the function of one of the attributes of a product that
affects the formation of their attitudes and preferences when it comes to
product quality. According to some researches, even the country of origin of
developed countries can have a greater impact on consumers' decisions and
on gaining their loyalty, more than the price or value of the brand
(Kalicharan, 2014, p. 899). However, a unique answer to what amount of the
impact the country of origin has on consumers’ behavior cannot be given,
because this is an issue that often depends on the economic development of
the country, but also on the personal characteristics of consumers, as well as
on the social and cultural environment. Namely, from time to time, it happens
that consumers differently perceive products that originate from the same
country, because, if the country is well assessed in terms of eg. fashion
products, it does not necessarily mean that there is a consistency of consumer
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attitudes towards the technological characteristics of products from that
country.

Customers often perceive the product quality on the basis of the
country of origin (Hamzaoui Essoussi, Merunka, 2006; Kalicharan, 2014;
Saydan, 2013). Therefore, precisely the quality is one of variables through
which the customer loyalty would be examined, i.e. on the basis of conducted
research, it would be identified to what extent products from certain countries
contribute to consumer loyalty due to its quality.

For some countries, the recognizable product design is distinctive, or
so to say some of the features such as style, variety of colors, and great
number of models (Nagashima, 1977; Rakita, 2012). In this paper, it would
be examined whether mentioned relation influence customer loyalty.

Also, based on the paper reviews and conclusions of certain authors, it
has been identified that there is a connection between self-verification of
personal identity, or prestige and involvement of customers in buying certain
products (Islam & Aktar, 2013). Design and prestige may be important
features when consumers consider purchase decision (Roth, Romeo, 1992).
With emphirical research it would be determined whether this correlation is
distinctive when observing the customer country of origin.

When creating a marketing strategy, marketers should take into
account the level of consumer familiarity with a particular country of origin,
and accordingly form their own marketing strategy, by focusing on how
consumers perceive the quality of the product from the point of view of the
origin of the country, but also in terms of competitive products (Ozretic-
Dozen, Skare & Krupka, 2007). In recent years, the effect of the country of
origin is increasingly cited as an indicator for evaluating the quality of
products (Ozretic et al., 2007):

= With the rapid process of globalization, many consumers use

country of origin as help for finding information about products;
treating it as an indicator of the quality and acceptability;

= The increasing complexity of products as well as their

standardization, lead marketers to use the concept of country of
origin in order to achieve recognition in the global market;

= The effect of country of origin provides great opportunities for

the formulation of an international marketing strategy;

= Consumers are easier to adapt to foreign products and gain

favour towards them.

Country of origin can have a positive or negative impact on the
process of making decisions and choices of consumers, and their actual
behavior. The effect of country of origin can affect consumers’ choice, in
addition to other criteria such as quality, price, design that contribute to the
recognition and product's consuming.

In the study of influence of the country of origin, an especially
important aspect is the tendency of consumers to consume domestic
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products, considering that in this way they contribute to the development of
the country in which they live. Ethnocentrism contributes to a negative
evaluation of foreign products, believing that in this way, the local economy
of the country is distorted and also that the other countries in the global
environment have the benefit. However, some studies have shown that
consumer's ethnocentrism depends not only on national stereotypes, but on
product's category as well. In that way, for example, consumers may exhibit a
tendency towards the purchase of one category of products from a particular
country, but to characterize the purchase of other product groups from the
same country as of insufficient quality (Balabanis & Diamantopoulos, 2004).
In the paper, we do not analyze the specific category of products in relation to
which the effect of the country of origin is examined, but our goal is to gain
more general picture of whether the country of origin affects the consumer
without apostrophizing what type of product it is. If the consumer does not
have previous experience of using the product, he will make his own
assessment of the product based on the evaluation of other criteria, such as
the information obtained through oral propaganda or promotional activities.
While considering the impact that the country of origin has on consumer's
loyalty, it is important to understand the cognitive process, or whether the
information about the country of origin is already placed in their internal
memory. If the answer is yes, the country of origin will prompt them to think
that this is one of the factors that may influence their purchase (Laroche,
Papadopoulos, Heslop, Mourao, 2005).

I AN EMPIRICAL RESEARCH OF THE EFFECT OF THE
COUNTRY OF ORIGIN ON THE CONSUMER’S LOYALTY

Research Methodology

The subject of research in this paper is to examine the link between
the country of origin of products and customer's loyalty. The main
objective of the research is to get the relevant information on whether the
country of origin affects consumer's loyalty, while an aim is to determine
how individual parameters (product quality, design and prestige) from a
particular country of origin affect consumer loyalty. Bearing in mind that
in most of the papers in the field of marketing, the effect of the country of
origin was considered in relation to parameters such as quality, design,
prestige (Chowdhury & Ahmed, 2009; Rakita, 2012; Yang, Wang, 2008)
our guestionnaire was structured to determine which of these characteristics
influence consumers' behavior the most. Accordingly, in addition to general
information on subjects regarding gender, age, degree of education and
income, the questionnaire includes 18 statements which are related to the
country of origin. Respondents expressed their level of agreement in the
questionnarire through a five-point Likert scale (number 1 — | strongly
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disagree, number 5 — I strongly agree), which is one of the most commonly
used in these studies.

The quality of the product was analyzed by observation of the first
five statements (Jakpar & Na, 2012). Product design is analyzed through
statements 6-10 (Rakita, 2012; Roth& Romeo, 1992), while the prestige of
consumers regarding the use of products from the country of origin is
evaluated through statements 11-15 (Roth et al., 1992; Zeb, Rashid &
Javeed, 2011). The loyalty of consumers towards products from the country
of origin in question was tested through statements 15-18 (Marinkovic,
2012).

In accordance with the defined object and the purpose of the
research, the authors tested three hypotheses:

1. When evaluating product's country of origin, the quality of
product has statistically significant and positive influence to
customer loyalty.

2. When evaluating product’s country of origin, the design of the
product has statistically significant and positive influence to to
customer loyalty.

3. When evaluating product’s country of origin, prestige which
arises with the use of those products has statistically significant
and positive impact to customer loyalty.

In order to examine the relationship between the observed variables,
in the paper, all three hypotheses were tested by using descriptive statistics,
correlation analysis and simple and multiple regressions. Data analysis was
performed in a statistical program for the Social Sciences (The Statistical
Package for the Social Sciences-SPSS, version 21).

RESULTS OF THE RESEARCH

In order to test whether the country of origin has an impact on the
rate of repeated purchases of consumers and on creating their loyalty, an
empirical research was conducted using the method of interview, techniques
of the questionnaire. Data was collected in the period from 20.06-
27.07.2017. The questionnaire was distributed to respondents in electronical
and printed form. Out of 160 delivered questionnaires, 123 of them were
valuable (response rate was 76.88%). Demographic profiles are presented
in Table 1.
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Table 1 Demographic structure of the participants n=123

Demographic profile Frequency %
Gender
Male 48 39
Female 75 61
Age
18-24 6 49
25-31 40 32,5
32-38 16 13
39-45 22 17,9
46-52 15 12,2
53-59 17 13,8
60 and more 7 5,7
Education
High school 22 17,9
Higher education 22 17,9
College education 79 64,2
Employment status
Student 14 114
manager, entrepreneur 12 9,8
professor, doctor, engineer 20 16,3
Clerk 55 44,7
Worker 16 13
Retiree 1 0,8
Other 5 4,1

Source: Calculation based on SPSS

By observing Table 1, we can see that in the age structure of the
respondents, participation of the women in the study is higher (61%),
while men are represented in the sample with 39%. Most of them belong
to the category that includes a range of 25-31 years. The smallest number
of respondents aged between 18 and 24 years (4.9%) and 60 and over
(5.7%). In accordance with the level of education, it can be seen that in
the sample, up to 64.2% of respondents has college degree, while the
number of respondents with high school and higher education is the
smallest and equal, and it totals to 17.9%. In the structure of the sample, a
clerk is a job that is circled in 44.7% of the cases, while retirees are the
rarest (0.8%). In the initial step of the analysis, in order to determine the
homogeneity / heterogeneity of opinions of respondents, we calculated
the value of arithmetic mean and standard deviation for each statement.
The results are presented in Table 2.
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Table 2 Values of the descriptive statistics (arithmetic average and
standard deviation) for listed statements

Findings M SD

Quality
The country of origin has a great impact on you when it~ 4,13 0,799
comes to product quality.
The country of origin has a great impact on you when it 4,15 0,827
comes to product reliability.
The country of origin has a great impact on you when it 4,12 0,845
comes to product durability.
The country of origin has a great impact on you when it~ 3,93 0,787
comes to product performances.
The country of origin has a great impact on you whenit 3,85 0,897
comes to product functionality.

Design
Products from a particular country of origin are 3,73 0,959
characterized by a distinctive design.
Products from a particular country of origin are 4,05 0,886
characterized by modern technical solutions.
Products from a particular country of origin are 3,74 0,922
characterized by a distinctive style of the product.
Products from a particular country of origin are 3,68 0,917
characterized by a distinctive slogan and logo.
Products from a particular country of origin are 3,58 0,958
characterized by a great number of models and colours.

Prestige
The use of products from a particular country of origin 3,67 1,053
gives me satisfaction.
The use of products from a particular country of origin 3,13 1,016
makes me recognizable in the society.
The use of products from a particular country of origin 3,23 1,062
contributes to my style.
The use of products from a particular country of origin 2,88 1,021
increases my self-confidence
The use of products from a particular country of origin 3,06 1,002
makes me happy

Loyalty
If | am satisfied with the products from a particular 3,87 0,829
country of origin, I will continue buying them in the
future.
I am ready to share my satisfaction with the products 3,86 0,833
from a certain country with other people.
I am ready to pay more for the products from certain 3,76 0,813

countries which fulfilled my expectations.

Source: Calculation based on SPSS
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By interpretating the values of descriptive statistics, or arithmetic
mean and standard deviation, it can be seen that based on the values of
these indicators, respondents generally believe that all three factors related
to the country of origin have an impact on their behavior when purchasing.
The highest values of arithmetic means were reported in a statement
referring to the statements that the country of origin has an impact on
consumers when it comes to product reliability (mean 4.15), quality (mean
4.13), as well as their durability (mean 4.12). The minimum value of the
arithmetic mean was observed when it comes to the statement that refers to
the fact that the use of products from a particular country increases
consumers' confidence (mean 2.88). The most homogeneous attitudes of
respondents are observed with the statements that the country of origin has
an impact on the respondents when it comes to product performance
(standard deviation 0.787), while the highest heterogeneity was observed in
claims relating to the fact that the country of origin contributes to their style
(standard deviation 1.062).

Since all statements are grouped into 3 variables that are related to
the country of origin, i.e. the first 5 statement reflect the quality, the second
5 statements reflect design, third 5 statements reflect prestige, and the last 3
consumers' loyalty, for all of these groups Cronbach's alpha coefficient
was calculated, to determine the reliability and internal consistency of
claims. The value of this coefficient for quality, design and prestige is
above 0.7 which indicates to adequate reliability and consistency of the
statements (Cohen, 1988 in Pallant & Nunnaly 1978), while the loyalty is
above 0.6 which also could be acceptable value (Robinson, Shaver &
Wrightsman, 1991). Cronbach's alpha for the entire model is 0.856.

Table 3 Value of Cronbach’s alpha coefficient

Variable Cronbach’s alpha
Quality 0,794
Design 0,701
Prestige 0,844
Loyalty 0,624

Source: Calculation based on SPSS

Before we applied a regression analysis, the correlation analysis
had been performed. The results of the Pearson coefficient (Table 4) were
presented, where it was noted that there was a statistically significant
association among all the variables, except that it is mainly of moderate
intensity. As the correlation coefficient for two independent variables is
in relation to loyalty, as an dependent variable in the range from 0.3 to
0.49, we can conclude that there is a connection medium (Cohen, 1988 in
Pallant, p. 137) between design and prestige, as the independent variables
that are related to the country of origin and loyalty of the consumers as
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the dependent variable. The strongest correlation is between product
design from a specific country of origin and loyalty, where the correlation
coefficient is 0.432.

Table 4 Inter-Correlation matrix

Variable 1 2 3 4
Quality 1 0,425~ 0,294~ 0,293
Design 0,425~ 1 0,368" 0,432
Prestige 0,294 0,368 1 0,390
Loyalty 0,293" 0,432 0,390 1

™ Correlation is significant on the level of 0,01
Source: Author’s calculation based on SPSS

After the correlation analysis, we used regression analysis to
examine which of the variables in question had a significant impact on
consumers' loyalty. So, as the independent variables we used quality of
the product, design and the prestige associated with the countries of
origin, while consumer loyalty was a dependent variable. The results of
simple regression analysis are presented in Table 5.

Table 5 Results of the simple regression analysis

Variables R T Sig. R*

Quality 0,250 2,835 0,005~ 0,062

Design 0,412 4,968 0,000 0,169

Prestige 0,487 6,136 0,000” 0,237
Note: p<0,01

Source: Author’s calculation based on SPSS

As it can be seen from Table 5, all variables have an impact on
consumers' loyalty when it comes to the notion "country of origin".
Therefore, design of products from a particular country of origin, products
quality, as well as the prestige during their use affect consumers' loyalty (p
value for all variables is less than 0.01).

By analyzing table 5, all three defined hypotheses for this study
were tested:

1. When evaluating product’s country of origin, the quality of
product has statistically significant and positive influence to
customer loyalty -CONFIRMED,

2. When evaluating product’'s country of origin, the product
design has statistically significant and positive influence to
customer loyalty - CONFIRMED,

3. When evaluating product’s country of origin, prestige which
arises with the use of those products has statistically significant
and positive impact to customer loyalty - CONFIRMED.
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The greatest impact on consumer loyalty has a prestige associated
with the countries of origin, (8=0,487, t=6,136, p=0,000), while smaller
impact on consumers' loyalty has a quality of the product that binds to a
particular country of origin (3=0,250, t=2,835, p=0,005).

In order to analyze the impact that all three variables from a specific
country of origin (quality, design and prestige) have on consumer loyalty,
multiple regression was applied. In the application of the multiple regression
analysis, a problem of multicollinearity often occurs when independent
variables influence each other and make it difficult to assess the impact of
each independent variable on the dependent variable. For this reason,
variance inflation factor was presented (VIF). Its value is less than 10 (1.254
for quality, 1.325 for design, and 1.189 for prestige) for all three variables in
the model, which indicates that there is no problem of multicollinearity
(Cohen, 1988 in Pallant, J, 1988). Some statisticians indicate that the VIF
value is higher than 5 signal multicollinearity (Field, 2000) so that a
significantly lower value in the research is an indicator that there is no issue
of multicollinearity. The results of multiple regression analysis are presented
in Table 6. The coefficient of determination for the entire model is 0.300,
which means that 30% of the variability of customers' loyalty is under the
influence of the three variables from a specific country of origin (quality,
design and prestige), while 70% is under the influence of other factors. For
this kind of field research, the coefficient of determination is satisfactory and
it is on the similar level as in the papers that deal with similar issues
(Hamzaoui Essoussi et al, 2006).

Table 6 Results of the multiple regression analysis

Variables R T Sig. VIF
Quality 0,027 0,309 0,758 1,254
Design 0,259 2,934 0,004 1,325
Prestige 0,384 4,593 0,000 1,189

Source: Author’s calculation based on SPSS

Based on the table 6, it can be determined that a design of the
product related to the certain country of origin has a statistically significant
effect on consumers' loyalty (%=0,259, t=2,934 p=0,004), as well as
prestige for consumers while using the product from a particular country of
origin (3=0,384, t=4,593, p=0,000), while the quality of product from a
particular country of origin does not have statistically significant effect on
consumers' loyalty.
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The contry of origin
of the product
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0,384
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Figure I The effect of the observed variables on the loyalty of the consumers

Source: Author’s calculation

In order to identify whether there is a statistically significant
difference between the different categories of respondents (classified by
gender, age, employment status and education) regarding their loyalty to
the products from a specific country of origin, we applied one-factor
analysis of variance in the paper. ANOVA results are explained below

(Table 7)

Table 7 The results of the one-factor analysis of the variance

Age of the respondents Difference in Sig
mean value

18-24 25-31 -2.000 271
32-38 -1.438 752
39-45 -1.682 .545
46-52 -1.500 721
53-59 -2.971* .038
60 and higher -.357 1.000

53-59 18-24 2.971* .038
25-31 971 .643
32-38 1.533 .314
39-45 1.289 435
46-52 1.471 .386
60 and more 2.613 .068

Education of the respondents Difference in Sig

mean value

High school higher education -1.136 .153
College -1.633* .003

College high school 1.633* .003
higher education 497 .565

Note: The loyalty of customers is a dependent variable; the difference among groups
was statistically significant at the 0.05 level; ANOVA results are presented only for
one group of subjects among which there is a statistically significant difference

(when it comes to the age and education)
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Respondents were first divided into two groups according to the
gender (group 1-men, group 2-women). After that, we used a single factor
analysis of variance to examine the influence of these two groups on
consumer loyalty, which is the dependent variable, towards the products
from a specific country of origin of the product. It was identified that
there was no statistically significant difference between men and women
when it comes to their loyalty (p = 0.156> 0.05).

By using one-factor analysis of variance, we examined the effect of
the age of the respondents to the level of their loyalty. Respondents were
divided into seven groups (group 1: 18-24 years, group 2: 25-31 years,
group 3: 32-38 years, group 4: 39-45 years, group 5: 46-52 years, group 6:
53-59 years old, and group 7: 60 or more years). When it comes to the age
of respondents, the amount of the significance for the Levene's test is
0.335> 0.05, which indicates that the assumption of homogeneity of
variance is not undermined. There was a statistically significant difference
between different age groups when it comes to consumers' loyalty (p =
0.023 <0.05). Since the difference we obtained was statistically significant,
we analyzed the results of subsequent tests. Subsequent comparisons by
using Tukeyev HSD test indicated that the mean value of the group 1 (M =
10.5, SD = 2.074) and group 6 (M = 13.47, SD = 1.586) is significantly
different, i.e. there is a statistically significant difference between respondents
aged 18-24 years and 53-59 years when it comes to consumers' loyalty
towards products from a specific country of origin, while in other groups
there was no statistically significant difference.

When it comes to the level of education of the respondents, after we
divided them into four groups (Group 1-primary education, group 2-high
school, group 3-higher education, group 4-College) we examined whether
there is a statistically significant difference between these groups and
consumers' loyalty. The size significance of Levene's test is 0.265> 0.05,
indicating that the assumption of homogeneity of variance has not been
violated. The value of p = 0.04 indicates that there is a statistically significant
difference compared to subsequent tests, i.e. by applying Tukeyev HSD test,
we showed that the mean value of the group 2 (M = 11.00, SD = 2.390) was
significantly different from group 4 (M = 12.63, SD = 1.909).

Taking into consideration the employment status of the respondents,
by one-factor analysis of variance it was found that there was no
statistically significant difference between the respondents who were
divided into groups (group 1-students, group 2-entrepreneurs, 3- professors,
4-clerks, 5-worker, 6-retirees, 7- etc.) and consumers' loyalty towards
products from a specific country of origin of the product (p = 0.313> 0.05).
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CONCLUSION

As it is illustrated in the paper, the country of origin has an impact
on consumers' loyalty when it comes to all three variables. Contribution
of research reflects in explanation of consumers’ loyalty according to
country of origin, by using three variables (quality, design and prestige).
Although all variables were analyzed separately, unified review points
out their importance in marketing literature.

In the conditions of increased globalization and competition,
companies should take into account the diversity of consumers' desires
and also that, while satisfying the needs and demands of consumers, they
should become aware of the fact that the origin of the product is one of
the epithets that improves the placement of products on the market.

However, the results of multiple regression analysis show that, when
it comes to the country of origin, the customer loyalty is mostily influenced
by the statements connected with the prestige which resulted from the use
of products, i.e. self-verification of personal identity with the use of
products from different countries. This phenomenon is the subject of
research in the field of customer behavior, that is, the attention dedicated to
the information about social comparison — ATSCI (Babin & Harris, 2012,
p. 177.) could have great implications to customer loyalty. Thus, this
characteristics are manifested in such way that customers use products from
particular country of origin because in this way they contribute to the
personal affirmation and with the use of these products they adapt to the
expectations of others. Product design is rightfully considered one of the
most important determinants of the country of origin (Rakita, 2012).
Bearing in mind that, according to the results of research, product design is
one of the most important criteria when considering products originating
from certain countries, some future research could examine the differences
in the perception of consumers between the country of origin of product
and country of design of product. Product design is rightly considered as
one of the most significant determinant of country of origin (Nagashima,
1977). Although respondents gave high marks to the characteristics related
to the quality of the product, it is not highly associated with their loyalty.
One of the reasons could be that for the perception of the quality of
products by consumers, price is essential, in most of the cases. Numerous
authors have confirmed hypothesis that refer to the connection of country
of origin and quality of product (Hamzaoui Essousi et al., 2006; Saydan,
2013), Also, it is found that product category is important for the perception
of quality of products from certain countries (Roth, Romeo, 1992), or
complexity of design and production, that is for more complex products the
effect of country of origin is greater (Hamzaoui Essoussi et al., 2006), so
that in the future research different product categories should be
considered. This work is a contribution to the scientific and professional
literature in the sense that there is a small number of domestic papers that
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show the importance of criteria such as quality, design and prestige of
certain products originating in the country of origin of consumer loyalty. In
the most cases, researches are reduced to consideration what kind of impact
the country of origin has on consumers' behavior in relation to other criteria,
such as price, quality or brand. Also, the analysis in this area includes mainly
the comparison of different countries in terms of valorisation of products
originating from them. Low coefficient of determination in the paper shows
that, except for the country of origin, some other criteria has impact on the
evaluation, so future analysis could be based on an evaluation of the
economic, demographic, social and cultural specificities of countries.

One of the shortcomings of the research is a small sample, as well as the
limitations of the research only to the territory of Kragujevac. In order to
identify customers' loyalty according to the criteria such as quality, design
and prestige, a comparison among consumers in developed and less
developed countries should be made, and it should be identified whether
the level of development of the country has implications on consumers'
evaluation of global products. Also, some of the future research could
identify the degree of loyalty towards the specific countries whose products
are most common in our market, as well as towards certain categories of
the products. In fact, it would be preferable to examine the consumers'
loyalty towards products from a given country of origin depending on
parameters such as: durability of products, their purpose, method of use, all
of which can affect different perception and evaluation by consumers.
Although the aim of the study was to determine the overall level that the
country of origin has on consumers' behavior when it comes to quality,
design and prestige to the consumer, the implementation of factor analysis
in a future research could identify another criteria that may influence the
perception of the product from a given country of origin, such as, for
example, innovation. It should also be considered whether there is a causal
relationship between the previously available information for the
consumers about the level of economic development of the countries from
which the products originate, and their willingness to continue to carry out
the purchase of the product.
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E®EKAT 3EMJbE IOPEKJIA ITPOU3BOJA HA ITPOIEC
OCTBAPEIBA JIOJAJVTHOCTHU ITIOTPOITAYA

Cphan lanuh, Muaan Kouuh, Karapuna Paxaxosuh
Yuusepsuret y Kparyjesuny, Exonomcku dakynrer, Kparyjesar, Cpouja

Pe3ume

TIporec moHamama MOTPOLIaya, Ka0 U3y3eTHO KOMIUIEKCAH MapKETHHILIKH [0jaM,
Halla3y ce MoJ yThlajeM OpojHHX BapujabiaM Koje ce CBAaKOAHEBHO HCTPaXYjy Y
MapKETHHIIKO] TEOPHjH M MpakcH. Pa3marpame MOHaIIama MOTpolIaya yTOJHKO je
CIIOJKEeHHje Kazia ce npenyseha nopen HacTyna Ha JomMaheM TPXKHUIITY OTyde Jla CBOje
HOCJIOBamE MPOLIMPE U3BaH HAIMOHATHUX rpaHuna. Taza JI0jaqHOCT HOTpolIada Mo-
ke ONTH 10X yTHIajeM OpojHX (akTopa. Jeman o BUX jecTe U 3eMJba IMOPEKIa Ipo-
n3Boga. Heperko ce memasa 1a MOTpoIIayy KapaKTEpUCTHKE opeheHux mpousBona
BE3yjy YIIPaBo 3a 3eMJbY U3 KOj€ HCTH MOTHYY. 300T Tora je 3a ayTope OMiIo moceOHo
MHTEPECAHTHO MCIIUTATH Ha KOjU HAYMH 3eMJba MOPEKJIa MPOU3BOJA YTUYE HA JIOjal-
HOCT TIOTpoLIaya MOCPEICTBOM KBaJHWTETa, AU3ajHA M MPECTIDKA KOjH je TIOBE3aH ca
KopumhemeM Mpou3Boja u3 oxpeheHnx 3emasba. Y ckiamy ca mocrojehum mperiie-
JIOM JIUTepaType U3 Jare o0JIacTH, 3a ayTope Cy NOoceOHO 3aHUMIBUBH 3aKJbYUIH KOjH
MOTY MMaTH 3Ha4yajHe MMIUTMKAIMje 3a TpUBpeaHe cyOjekTe Ha Teputopuju Cpouje.
IpumeHoM perpecruoHe aHanu3e YTBphEHO je a cBe TpH Bapujadie, naKie, KBaIuTeT
NPOU3BOJA, AN3ajH U HPECTIDK, YTUYYy HA JIOjaIHOCT MOTpONIavya Kaja je y MUTamby
3eMJba Mmopekia npousBoja. Hajeehu yrumaj Ha cTBapame J0jaTHOCTH MOTPOIIava Ka-
Ila ce pa3Marpa yTHIIaj 3eMJbe TIOpeKila UMa MPECTIK Koju nmoTpomadn ocehajy y Besu
ca KopHuIIhemeM OBUX MPOM3BOAA. AHATM3HPAKkE JaTOT MPOOIEMCKOT moapydja 00y-
XBaTWIO je jemHo(aKTOPCKy aHAIHM3y BapHjaHce Kako OM ce MCTHTalle pasjuKe hu3Me-
Dy pa3muunTHX KaTeropHja MCHHTAaHWKA Koje cy Omie oOyxBalieHe MCTpaKMBAHEM.
Tako je youeHo J1a He MOCTOje CTAaTUCTUYKU 3HaYajHe pa3JIMKe ca acleKTa IoJia UCIIN-
TaHWKa KaJia ce MCHHTYje edekaT 3eMJbe mopekna nponssoaa. Hemro apyraumju pe-
3yITaTH 3a0eNeeHn Cy Kaja ce MocMarpa CTapocHa CTPYKTypa ucnuTaHuka. Mnak,
0e3 oOupa Ha yodyeHe pa3JiiKe, O]l CYIITUHCKOT 3Ha4aja 3a CTBapaolle MapKETHHIIKHUX
CTpaTernja M MO3WIMOHUpPAaKkEe Ha KOHKYPEHTHOM TPXKHINTY jeCTe YHI-CHHIA 1a je
3eMJba TMOpPEKIa MPOU3BOJA jelaH Oll BeoMa 3HaYajHUX KPUTEPHjyMa KOjH YTHUy Ha
MOHAIIake MOTPOIIaYa U JOIPHHOCE CTBAPAbY HHXOBE J0jATHOCTH.



