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ABSTRACT
A CONTINGENCY FRAMEWORK FOR GLOBAL BRANDING:
A MULTI-LEVEL INTERACTION MODEL

By

Burcu Tasoluk

This dissertation builds and tests a contingency model for global branding and explores
the factors which influence the likelihood of global brand ownership. Drawing on the
contingency approach from strategic management, this study expands our understanding
of both specific dimensions of global brands which appeal to consumers across countries
and specific characteristics of consumers across countries who are most receptive to
global brands.

Global brands are among the most important intangible assets a company can
have. According to the Interbrand/Business Week Study, the financial value of the top
100 global brands exceeds $1 trillion in 2004. In line with its importance, many
researchers have investigated different aspects of global branding. Still, the literature
lacks a framework that analyzes global brand perceptions of consumers within the
broader development context of these perceptions.

This thesis develops a contingency model where the relationship between the
global brand perceptions of consumers and the likelihood of global brand ownership is
hypothesized to be dependent on consumer characteristics. Consumer characteristics
include both demographic (age and income) and psychographic (personal values)

variables. Schwartz’s value system is used to classify consumers along two bipolar



dimensions: self-enhancement versus self-transcendence and openness to change versus
conservation. The national economic development of the countries (GDP per capita) is
included as a macro-level variable to explain the variation in the characteristics of global
brand-prone consumers across countries. By incorporating both consumer-level and
country-level variables into a single model, the interactions between micro and macro
units are analyzed. Hierarchical Linear Modeling is employed as the research method to
deal with the existence of multiple units of analysis in the same model and to show how
variables at one level influence relationships occurring at another. The hypotheses are
empirically tested by using data from more than 31,000 consumers across 31 countries.
This study is an in-depth consumer research study with important managerial
implications. It will not only reveal how various dimensions of global brands relate to the
likelihood of global brand ownership contingent on consumer characteristics, but also
will help to identify the consumer characteristics that define consumers most receptive to

global brands.
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Chapter 1

INTRODUCTION

1.1 Background

Global brands can be defined as brands that consumers can find under the same
name in multiple countries; these brands have generally similar and centrally coordinated
marketing strategies (Steenkamp et al. 2003; Yip 1992).

The key supply-side trends that are responsible for the rise of global branding are
identified by researchers as economies of scale effects, exploitation of experience curves
and knowledge transfers, capitalizing on geographic image spillover, seeking new growth
opportunities, consolidation and globalization of the retail trade, and decreased time to
market in the absence of local modifications (Gregory and Wiechmann 2002; Neff 1999;
Yip 1992). The demand-side factors suggested by researchers are the emergence of a
global consumer culture and global consumer segments (Dawar and Parker 1994; Hassan
and Katsanis 1994; Kapferer 1997; Levitt 1983; Walker 1996), and consumer preference
for brands with a global image (Aaker 1991; Kapferer 1997; Shocker et al. 1994;
Steenkamp et al. 2003; Yip 1992).

Several scholars suggest that the perception of a brand as global enhances brand
equity (Gregory and Wiechmann 2002; Kapferer 1997; Shocker et al. 1994). Indeed,
Alden, Steenkamp, and Batra (1999) found that corporations take advantage of image-

enhancing effects by positioning brands as “global” in their communications.



1.2 Gaps in Previous Research

The global branding literature is fragmented. Divergent topics have been
investigated by researchers in this literature. Main research streams can be summarized as
standardization/adaptation of global brands (usually in the broader context of marketing
strategy), country of origin and brand origin studies, global brand management strategy
and organizational coordination issues, global brand personality studies, cultural
influences of global brands, global brand associations, global brand image and
positioning strategies, global brand equity measurement issues, corporate social
responsibility of global brands, and many case studies investigating individual global
branding cases.

A niche, but very important area that has been recently investigated, is to what
extent globalness of a brand actually matters and what specific global brand associations
consumers value worldwide. Global branding practices undertaken by companies rest on
the widely held belief that globalness of a brand signals certain characteristics to
consumers. The first empirical research on this topic was presented at MSI's Global
Branding Conference in Milan (Batra et al. 2000b). Later, the same researchers published
a paper which investigated consumers’ perceptions about global brands (Steenkamp et al.
2003), where they tested the effect of perceived brand globalness (PBG) on brand
purchase likelihood. Their findings show that PBG is positively associated with both
perceived brand quality and brand prestige, and higher perceived quality and prestige are
key sources of enhanced consumer value for global brands. The direct effect of perceived

brand globalness on brand purchase likelihood was not found significant.



The other empirical study on dimensions of global brands was conducted by Holt,
Quelch, and Taylor (2004a; 2004b). Their empirical analyses show that most people
prefer one global brand over another because of differences in the brands' global
dimensions. They identified the four dimensions of global brands as quality, global status
symbol, best-in-class, and social responsibility.

Lastly, Johansson and Ronkainen (2005) tested the effect of globalness of a brand
on brand esteem and found that a brand’s globality is associated with greater esteem after
controlling for perceived quality and familiarity. They concluded that the globality of a
brand had a definite role in building sustainable competitive advantage.

These pioneer studies identify a number of global brand associations and imply
that the globalness of a brand matters; however, they do not state for what type of
consumers. The literature lacks a framework that analyzes global brand perceptions of
consumers within the broader development context of these perceptions. Furthermore,
although researchers have suggested that consumers may choose global brands because
they want to be part of a special culture, global consumer culture (Alden et al. 1999), the
argument that there are consumers who buy global brands consistently has not been

empirically tested, either.

1.3 Purpose of the Study

This study uses recent global branding studies as a starting point and introduces
consumer-level and country-level contingencies. The main premise is that the effect of

different global brand associations on the likelihood of global brand ownership will be



different for different types of consumers. Furthermore, the assertion that there is a
specific segment of consumers that is most prone to global brands will be empirically
tested. The robustness of this “global brand-prone” consumer segment across countries

will also be investigated.

1.4 Methodological Basis for Answering Research Objectives

The model proposed in this study includes variables that belong to multiple units
of analysis: global brand perceptions of consumers and consumer characteristics are the
level-1 units; these are nested within countries, the level-2 units.

Two basic statistical assumptions, independence of observations and
homoscedasticity, are violated when different units of analysis are combined in the same
model. Hierarchical Linear Modeling (HLM), also known as multilevel modeling, was
developed to deal with such hierarchical (nested) data. Each of the levels in the data
structure has its own sub-model, which indicates the relationships among variables within
a given level, and specifies how variables at one level influence relations occurring at
another (Raudenbush and Bryk 2002).

Although the nested data structure is quite common in marketing and international
business, HLM is not a familiar method of analysis in these disciplines. Scholars from
sociology, biometrics, econometrics, statistics, and education research historically have
employed and contributed to the development of this technique. A more specific version

of HLM, Hierarchical Generalized Linear Modeling (HGLM), will be utilized in this



study and both the theoretical foundations and the practical application of this method

will be presented.

1.5 Research Questions Addressed

Based on the objectives set forth, the following three research questions will be
investigated:

1. Which dimensions of global brands are more effective for what type of
consumers?

2. Can we identify a “global brand-prone” consumer segment? If we can, what are
the demographic and psychographic characteristics of these consumers?

3. Is this consumer segment robust across countries?

1.6 Summary and Overview of Remaining Chapters

Chapter 1 provides an overview of this study. Background information about
global branding and a review of gaps in the literature were presented. The research
objectives of the study, a brief overview of the method used, and specific research
questions addressed were also provided. Chapter 2 presents a review of the literature and
provides the theoretical rationale for the development of hypotheses relevant to the
research objectives. This chapter also summarizes previous research limitations,
discusses gaps in the literature, and presents the research hypotheses to be tested. Chapter

3 gives information on the theoretical background of the method used in this study.



Chapter 4 presents empirical results. Lastly, Chapter 5 presents conclusions and
contributions of the study. It also discusses the implications of the study results for

managers. Future research directions and limitations of the study are also presented.



Chapter 2

REVIEW OF LITERATURE AND HYPOTHESIS DEVELOPMENT

2.1 Overview of Global Branding Research

Global brands are among the most important intangible assets a company can
have. According to the Interbrand/BusinessWeek Study (2004), the financial value of the
top 100 global brands exceeds $1 trillion. In line with its importance, many researchers
have investigated different aspects of global branding.

Of these, the standardization/adaptation research is probably the oldest. The
majority of the studies in this stream investigated promotion strategies of global brands,
e.g., international advertising. Agrawal (1995) traced the beginning of this debate to the
1920s, when Goodyear’s manager for advertising, David L. Brown, and Bausch &
Lomb’s manager of sales promotion, Carl F. Propson, took two opposite sides. Brown
(1923) argued for standardization because he viewed humans as possessing common
attributes, whereas Propson (1923) insisted on the need for adaptation to appeal to
divergent local markets. The debate that concerned practitioners at first then appealed to
scholars. The late 1950s saw the first academic engagement on the issue by Pratt (1956).
Since then, international marketing strategy standardization has been the central focus of
both academics and practitioners (Agrawal 1995). As acknowledged also by a recent
literature review on the standardization/adaptation literature by Ryans, Griffith, and

White (2003), a vast amount of studies has been conducted in the field (e.g., Boddewyn



et al. 1986; Calantone et al. 2004; Calantone et al. 2006; Cavusgil and Zou 1994, Jain
1989; Kotler 1986; Levitt 1983; Samiee and Roth 1992; Wills et al. 1991; Wind 1986;
Zou and Cavusgil 2002).

The central research question in this line of research has been whether a
standardized or an adapted international marketing strategy is more effective. Agrawal
(1995) identified three schools of thought: standardization, adaptation, and the
contingency perspective. Proponents of the standardization school of thought (Fatt 1967,
Levitt 1983) stressed the benefits of standardization, mainly stemming from cost
reductions. Their assumption was that consumers around the world were not very
different and universal attributes appealing to all consumers could be found. This school
of thought argued that cost reductions would outweigh revenue loss, if any. Proponents of
the adaptation school of thought (Britt 1974; Nielsen 1964; Ricks and Arpan 1974)
argued that inter-country differences were too big to ignore and applying the same
marketing strategy worldwide would result in revenue loss, which would far outweigh
cost reductions. As the debate went on unresolved, a third group took a moderate
approach and acknowledged that the evaluation of possible factors that might affect the
success of a strategy in a particular country would be necessary when deciding on the
degree of standardization/adaptation (Kotler 1986; Walters 1986). Today, even after a
vast amount of studies has been conducted on the same issue, the debate has still not been
resolved (Ryans et al. 2003).

The second oldest main stream of research addresses the effects of country of
origin (the country with which a firm is associated) and country of manufacture (the

location of manufacture or assembly of a product) on consumer attitude and behavior



(Ashill and Sinha 2004; Batra et al. 2000a; Bilkey and Nes 1982; Han 1989; Johansson et
al. 1985; Kaynak and Cavusgil 1983; Samiee 1994; Samiee et al. 2005; Thakor 1996;
Thakor and Lavack 2003; Tse and Gorn 1993; Tse and Lee 1993). The earlier studies
rarely make a distinction between country of origin and country of manufacture. The
general name used in the literature is “country of origin (CO)” and CO effects are defined
as “intangible barriers-to-entry in the form of negative consumer bias toward products of
foreign origin” (Wang and Lamb 1983, p. 71). Although these studies have divergent
findings (Al-Sulaiti and Baker 1998), the great majority of country of origin studies
found that in general, consumers display a preference for products made in some
countries more than others (Samiee 1994).

Johansson et al. (1985) concluded that there was little evidence of stereotyping
based on country of origin and suggested that the impact of country of origin on product
evaluations might be substantially more complex than had been previously assumed.
Later studies evolved in complexity. Han (1989; 1990) showed that familiarity of
consumers with a country’s products was an important moderator. When consumers are
not familiar with a country's products, country image serves as a halo from which
consumers infer a brand's product attributes, which in turn impact their attitude toward
the brand. On the contrary, when consumers are familiar with a country's products,
country image summarizes consumers' beliefs about product attributes and directly
affects their attitude toward the brand. This presents an evolutionary perspective;
consumers form the image of the country through experience with their products.

As global companies started to use off-shore outsourcing and shift their factories

overseas to take advantage of lower costs, the distinction between country of origin and



country of manufacture is stated more clearly in the literature and another construct
appeared: brand origin. The country a brand is associated with, or the perceived
headquarters of the company of the brand, determines brand origin. This
conceptualization is independent of country of manufacture (Samiee et al. 2005; Thakor
and Lavack 2003).

The first studies done on this topic found sourcing country stimuli to have greater
effects than brand name on consumer attitudes toward bi-national products (Han and
Terpstra 1988). In one study, Tse and Gorn (1993) concluded a well-known global
brand-Sony, in their experiment—could not override the country of origin effect. Subjects
perceived electronic products made in Japan to be significantly higher in quality than
those made in Indonesia. The authors’ suggestion to managers was to develop new
products made in a favorable country of origin. However, in another study, Tse and Lee
(1993) decomposed the negative country image into component and assembly origins,
and considered effects of both global branding and product experience. They obtained a
contradictory result this time; a strong positive brand was found to override negative
assembly origin effects. After the product experience, the negative component origin
effect was also gone.

A recent study also showed that the brand effect might outweigh the country of
origin effect. Ashill and Sinha (2004) showed that the effect of brand equity was three
times more important than country of origin effects on consumers’ purchase intentions.
Their suggestion to marketing managers was to choose a country of manufacture for cost

efficiencies regardless of any associations consumers may have with that country.

10



Yet in another recent study, Samiee et al. (2005) questioned the basic assumption
of all these studies, i.e., that consumers actually know brand origins. They claimed that
previous research might have overstated the effect of brand origin on consumer attitude
and behavior since the studies were mostly experimental designs in which the brand
origins of the hypothetical brands were manipulated. They used actual brands in a
national survey. Their argument was that if brand origin played a salient role in
consumers’ everyday decision making, then consumers would know the brand origins
reasonably accurately. The opposite result they obtained indicated that this was not the
case.

Looking at other widely researched topics on global branding, one notices quite a
variety: global brand management strategy and organizational coordination issues (Aaker
and Joachimsthaler 1999; Das 1993; Farquhar 200S; Gregory and Wiechmann 2002;
Hamel and Prahalad 1985; Quelch 1999; Quelch and Hoff 1986; van Gelder 2004; van
Gelder 2003; van Gelder 2005), global brand personality studies (Aaker 1997; Sung and
Tinkham 2005), cultural influences of global brands (Klein 1999; Smart 1999; Thompson
and Arsel 2004), global brand associations (Batra et al. 2000b; Holt et al. 2004a; Holt et
al. 2004b; Steenkamp et al. 2003), global brand image and positioning strategies (Alden
et al. 1999; Hsieh 2002; Hsieh et al. 2004; Roth 1992; Roth 1995a; Roth 1995b), global
brand equity measurement issues (Aaker 1996; Hsieh 2004), corporate social
responsibility of global brands (Macrae et al. 2003; Werther and Chandler 2005), global
marketing universals and global consumer segments (Dawar and Parker 1994; Hassan
and Katsanis 1994; Holt et al. 2004a; Holt et al. 2004b; Levitt 1983), and many case

studies investigating individual global branding cases (Abratt and Motlana 2002; Buri
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and Findlay 1996; Crippen et al. 1995; Kanter and Dretler 1998; Kapferer 2002; Kern et
al. 1990; Kish et al. 2001; Raman 2003; Rozin and Magnusson 2003; Strong 1987,
Wright and Nancarrow 1999).

Although all these studies address a variety of global branding issues, the
common effort is to understand what works best for global brands under what
circumstances. In order to be able to give an answer to this question, it is very important
that world consumers’ attitudes and behaviors toward global brands are known. However,
the main limitation of conducting such studies is the difficulty in obtaining data from
consumers. As a result, with a few exceptions (e.g., Holt et al. 2004a; Holt et al. 2004b;
Steenkamp et al. 2003), either experimental designs with student subjects were used, or
global brand managers were surveyed and asked information about their consumers. Even
when actual consumers were used, the number of countries included in the studies was
naturally limited.

A niche, but very important area, is the value in the “globalness” and the global
brand associations consumers value worldwide. The idea that “‘globalness” of a brand
may be a value-added for consumers was suggested by researchers before (Gregory and
Wiechmann 2002; Kapferer 1997; Shocker et al. 1994). However, this was empirically
tested only recently, in the 2000s (Batra et al. 2000b; Holt et al. 2004a; Holt et al. 2004b;
Johansson and Ronkainen 2005; Steenkamp et al. 2003).

Steenkamp et al. (2003) tested the effect of perceived brand globalness (PBG) on
brand purchase likelihood in two countries (United States and South Korea) across four
product categories. Their findings show that PBG is positively associated with both

perceived brand quality and brand prestige; higher perceived quality and prestige are key
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sources of enhanced consumer value for global brands. The strongest effect on PBG,
however, is through perceived quality. The direct effect of perceived brand globalness on
brand purchase likelihood (what they called “belongingness pathway’) was not found
significant.

Johansson and Ronkainen (2005) tested the effect of globalness of a brand on
brand esteem. They used data from eight countries: France, Germany, Italy, Spain,
Sweden, UK, USA, and Japan. Their results show that the reach of a brand is associated
with higher esteém when brand familiarity is controlled. They concluded that the
globality of a brand has a definite role in building sustainable competitive advantage.
“Esteem” is a major construct coming from Landor Associates’ global surveys of brand
strength.’ The exact items were not provided in the study; however, it was reported to be
based on multiple items, including the question, “In what personal regard do you hold
this brand? By ‘personal regard’ we mean how highly you think and feel about the
brand.”

However, one caveat concerning their research is that the data used for esteem
and familiarity variables were only the rankings, not the actual scores. This casts some
doubt on the validity of their results. Furthermore, their operationalization of the
globalness of a brand was questionable, as will be discussed next.

There are different conceptualizations of what “global brands” means. Although

there is a shortage of formal definitions of “global brands” in the literature (Steenkamp et

! Landor Associates is a brand consultancy affiliated with the Young & Rubicam advertising agency. The
survey data is used to build their proprietary Brand Asset Valuator (BAV®) model.

The final score for brand esteem was derived from a factor analysis and a weighing together of the
multiple indicators. The level of familiarity was, likewise, derived from several items, one of the items
being, “What is your overall awareness and understanding of what kind of product this brand represents?”
The perceived quality score was derived from a rating of the degree to which the respondent associates
‘high quality’ with the brand.
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al. 2003), global brands can be defined as brands that consumers can find under the same
name in multiple countries, with generally similar and centrally coordinated marketing
strategies (Steenkamp et al. 2003; Yip 1992). Consultancy companies’ definitions are
more specific. ACNielsen (2001) classifies brands as global if they are present in the four
major regions of the world-North America, Latin America, Europe/Middle East/Africa,
and Asia—with at least 5 percent of sales coming from outside the home region, and total
revenues of at least $1 billion. Interbrand (2004) has slightly different criteria; a brand
should derive about a third of its earnings from outside its home country and have a value
greater than $1 billion to qualify for The 100 Top Global Brands list published by
Interbrand and NewsWeek.

Global branding research has borrowed from different definitions when
operationalizing global brands. For example, Steenkamp et al. (2003, p. 58) stated that
“consumers can form the perception that a brand is ‘global’ if they come to believe that
the brand is also available in other countries through media coverage, word of mouth, or
travel and/or if they see brand communications stressing ‘globalness’ through
associations with global consumer culture (GCC) symbols.” They operationalized
perceived brand globalness (PBG) by measuring the degree to which consumers thought
the same brand was marketed in countries other than their own, and used the following
items: “To me, this is a global brand,” “I do think consumers overseas buy this brand,”
and “This brand is sold all over the world” (Steenkamp et al. 2003, p. 64). Johansson and
Ronkainen (2005, p. 340) defined global as “the multi-market reach of products that are
perceived as the same brand worldwide both by consumers and internal constituents”;

however, their operationalization included only 8 countries, not *“the world.” They
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analyzed data from 8 countries, with approximately 150 global and local brands coming
from each. They calculated “reach” as a measure of globality in these 8 countries;
therefore, if a brand was listed in one country (i.e., included in the Top 150 list of
Landor), it was assigned the value “1.” If it was listed in all eight countries, it was
assigned the value “8.” The other pioneer study in the field done by Holt et al. (2004a;
2004b) did not use a separate measure of globalness, but analyzed only global brands, all
but one of which came from Interbrand’s Top 100 list.

The most recent study on this subject (Holt et al. 2004a; Holt et al. 2004b)
conducted an exploratory qualitative research in 41 countries, followed by a survey with
1.800 people in 12 countries. Seventeen global brands were evaluated across 5
dimensions: quality signal (international success), global myth (global status symbol),
social responsibility, best-in-class, and American values.’ Their empirical analyses show
that most people prefer one global brand over another because of differences in the
brands' global dimensions. They identified the four dimensions of global brands as
quality, global status symbol, best-in-class, and social responsibility (Holt et al. 2004b).
This study is especially interesting because the quotations they report from consumers
worldwide are very rich. Some examples include (Holt et al. 2004b, p.186-189):

“Global brands must be very good in order to sustain a global presence. Some
local brands are good too, but they don’t have the ambition to venture into other
countries. They are not as successful.” (Hong Kong)

“The more people who buy a brand, ... the better quality it is.” (Russia)

3 The authors use different construct names in their two papers; the alternated names are provided in
parentheses.
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“When you think of an international brand, you already assume it has better
quality.” (United Kingdom)

“They (global brands) are very dynamic, always upgrading themselves.” (India)

“They (global brands) are more exciting because they come up with new products
all the time, whereas you know what you will get with the local ones.” (Australia)
As is evident from the examples above, global brands symbolize “quality” and
“innovativeness.™

They also convey “belongingness,” e.g., consumers may choose global brands
because they feel themselves being part of a special group connected via the brand:

“Global brands make you feel part of something bigger and give you a sense of

belonging.” (New Zealand)

Global brands also give the consumers the feeling of “prestige”; consumers may
feel themselves in a higher class when they use global brands:

“If you buy something because Americans use it, you feel at their same level.”
(Mexico)

“You appear to be of the sume class when you use global brands.” (Nigeria)

Another key factor consumers consider when buying global brands is
“genuineness,” e.g., consumers may think that the brand is from a country that has a
particular expertise in the product category, and that’s why they may buy them:

“If it is electronics, I will go for Japanese products because they are the best, but

for clothing I prefer American labels and British made.” (Nigeria)

4 Both Holt et al. (2004b) and Steenkamp et al. (2003) treated quality and innovativeness as if they were
the same association. This will be the first study where the two are acknowledged to be distinct.
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“German cars are very reliable. They are produced by employing the highest
technology.” (Turkey)

Consumers expect global brands to act in a socially responsible manner, thus
“social responsibility” is another key dimension of global brands on which consumers
base their purchasing decisions:

“McDonald’s pays back locally, but it is their duty. They are making so much

money, they should be giving back.” (Australia)

The results of all these studies identify the global brand associations. A list
includes: quality, innovativeness, belongingness, prestige, genuineness, and social
responsibility (Batra et al. 2000b; Holt et al. 2004a; Holt et al. 2004b; Steenkamp et al.
2003). Even though the names of the associations differ between studies, the distinction
is semantic more than conceptual. For example, brand prestige in one study becomes
global status symbol in another; what is called perceived brand genuineness in this study
is called best-in-class in another, etc.

In sum, research so far has shown that consumers attribute to global brands
certain associations. However, no international study has been conducted yet on which
attributes are more effective for which types of consumers.

The increasing interconnectedness of local cultures and the emergence of a world
culture (Hannerz 1990), theories about global cultural flow (Appadurai 1990), the wide-
spread influence of media, and certain consumers (e.g., teenagers) displaying similar
consumption signs like jeans or sneakers led the researchers to the idea that a global

consumer culture is emerging (Alden et al. 1999). Alden, Steenkamp, and Batra (1999, p.
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76) state that “From the semiotics perspective, it can be argued that certain consumers
(e.g., elite, post-World War I [WW II] consumers, teens) will desire consumption
experiences and objects that they consider ‘signs’ of these scripts (of imagined lives) in
order to act out imagined or real participation in the more cosmopolitan global consumer
culture communicated by the media.” Global brands are argued to symbolize this global
consumer culture (Batra et al. 2000b).

However, it has not been empirically investigated whether there are, in fact,
specific consumers who are global brand-prone, that is, consumers who systematically
buy global brands, or whether such a segment of consumers is robust across countries.
These questions will be empirically tested in this study by using data from more than

31,000 consumers across 31 countries. The model is shown in Figure 2.1.
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2.2 Theoretical Foundation and Hypothesis Development

2.2.1 Associative Network Memory Model

A brand can be defined as “a name, term, sign, symbol, or design, or combination
of them which is intended to identify the goods and services of one seller or group of
sellers and to differentiate them from those of competitors” (Kotler 1991, p. 442). A
broad literature has investigated the effects of brands on consumer behavior and
marketing program effectiveness (for a review, see Hoeffler and Keller 2003; Yoo et al.
2000). Research so far reveals that there are many advantages to creating a strong brand,
where brand strength may reflect both macro-level brand targets such as market
leadership or market share position, and micro-level targets such as consumer familiarity,
consumer knowledge, preferences, or loyalty (Keller 2002).

Brand equity can be defined as the differential effect that brand knowledge has on
consumer or consumer response to the marketing of a brand (Keller 2002). The
associative network memory model can be used to explain how brand associations
influence consumer responses toward a brand (Keller 1993). The associative network
memory model (see Anderson 1983; Srull and Wyer 1989) views knowledge as a set of
nodes and links. Nodes are stored information connected by links, which vary in strength.
While a spreading activation process from node to node determines the extent of retrieval
in memory (Collins and Loftus 1975; Raaijmakers and Shiffrin 1981; Ratcliff and
McKoon 1988), it is the strength of the association between the activated node and all

linked nodes that determines the extent of the spreading activation. In this context, brand
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associations are viewed as the informational nodes that are linked to the brand node in
memory and contain the meaning of the brand for consumers (Keller 1993).

The global brand associations identified by previous research, namely quality,
innovativeness, belongingness, prestige, genuineness, and social responsibility are all
hypothesized to be positively related to the likelihood of global brand ownership (GBO).
Perceived brand globalness is also included in the model as a separate variable to test
both its direct effect on the likelihood of GBO, and its interaction with other global brand
associations. More formally, the hypotheses are:

Hj: Perceived brand quality is positively related to the likelihood of GBO.

Hj: Perceived brand innovativeness is positively related to the likelihood of GBO.

Hj: Perceived brand belongingness is positively related to the likelihood of GBO.

Hy: Perceived brand prestige is positively related to the likelihood of GBO.

H;s: Perceived brand genuineness is positively related to the likelihood of GBO.

Hg: Perceived brand social responsibility is positively related to the likelihood of
GBO.

Hj: Perceived brand globalness is positively related to the likelihood of GBO.

Hgp: Perceived brand globalness strengthens the effects of all other perceived

brand associations on the likelihood of GBO.

However, not all the associations can be expected to have the same effect on the
likelihood of GBO for all types of consumers. The contingency approach will thus be
introduced in the next section and it will be hypothesized that the relationship between
global brand perceptions of consumers and the likelihood of GBO is dependent on

consumer characteristics.
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2.2.2 Contingency View

Contingency approaches are positioned within management as mid-range theories
between the two extreme views which state either that management is a science where
universal principles and laws can be found, or that it is an art where each case is unique
and each situation must be analyzed separately. Contingency theories stand in between,
and state that the appropriateness of different strategies depends on various factors
(Zeithaml et al. 1988). Such theories stress: “It depends.”

This thesis rests on the contingency view, borrowed from the strategic
management literature. Consumer-level contingencies included in the model consist of
both demographic (age and income) and psychographic (personal values) variables.
Schwartz’s values inventory is used to classify consumers along two bipolar dimensions:

self-enhancement versus self-transcendence and openness to change versus conservation.

2.2.3 Consumer Demographics

Several researchers emphasized the importance of using demographics variables
to classify consumers (Gatignon and Robertson 1985; Gupta and Chintagunta 1994;
Zeithaml 1985). Past research suggests that age and income levels of consumers may
influence consumer behaviour (Green and Cunningham 1975; Holbrook and Schindler
1994; Zeithaml 1985).

For example, Zeithaml (1985) finds that older shoppers plan more for shopping
than younger consumers, tend to use information more, and economize more. Shopping
time, number of supermarkets visited weekly, and number of weekly shopping trips are

all higher for older consumers. Older consumers see shopping as more important than do
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younger consumers. These findings suggest that older consumers may be more selective
and thus more sensitive to the existence or lack of existence of brand attributes than
younger consumers. Respectively, the effects of quality, prestige, and genuineness
associations of global brands on purchasing decisions can be expected to be stronger for
older consumers than younger consumers. Therefore, it is hypothesized that:

Hy: The effect of perceived brand quality on the likelihood of GBO is stronger for
older consumers than younger consumers.

H,o: The effect of perceived brand prestige on the likelihood of GBO is stronger
for older consumers than younger consumers.

Hj;: The effect of perceived brand genuineness on the likelihood of GBO is

stronger for older consumers than younger consumers.

According to Kohlberg's (1981) cognitive moral development theory, our
cognition, emotion, and judgment change as we move through stages of moral
development. Terpstra et al. (1993) have also argued that people tend to become more
ethical as they grow older. It is suggested that as people age, they tend to become less
concerned with wealth and more interested in personal growth (Singhapakdi et al. 2001).
Thus, it can be hypothesized that older consumers are more sensitive to the existence of
social responsibility than younger consumers and the existence or lack of existence of
this attribute will have a higher impact on older consumers’ purchasing decisions than it
will have on younger consumers’ purchasing decisions. Thus, it is hypothesized that:

Hj): The effect of perceived brand social responsibility on the likelihood of GBO

is stronger for older consumers than younger consumers.
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Studies on new product adoption and consumer innovativeness suggest that
younger consumers are more open to innovative products. Steenkamp et al. (1999) show
a strong negative association between age and consumer innovativeness. In an empirical
study, Im et al. (2003) found that consumers who are younger are more likely to adopt
new products than consumers who are older. Previously identified relationships between
younger age and innovativeness-friendly consumer behavior suggest that the effect of
perceived brand innovativeness on the likelihood of GBO may be higher for younger
consumers than for older consumers. Therefore, it is hypothesized that:

Hj;: The effect of perceived brand innovativeness on the likelihood of GBO is

stronger for younger consumers than older consumers.

In a cross-cultural empirical study of consumer tendencies, Keillor et al. (2001)
found that older consumers are more likely to have a higher sense of national identity and
to be more ethnocentric than younger consumers. They concluded that, regardless of
culture and national background, younger consumers might indeed be more similar and
have less marketplace prejudice than older consumers. They argued as these consumers
age and older consumers drop out of the market, the existence of a globalized consumer
might become a reality.

Global media is often held responsible for this trend. Studies on consumerism and
young people suggest that global media is influential in promoting particular brand
images, and through encouraging brand identity, it provides young people with a
common language among their peers (Anderson and Miles 1999). Global advertising is
one way through which this influence occurs. Lifestyle advertising, e.g., associating a

pair of sneakers with an adventurous lifestyle to make the consumer identify himself with
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the product’s personality, and emotional branding are among the best practices in
branding. These practices are used by global brands, which can be seen as successful
actors of branding. Thus, one can expect this influence to become even stronger for
global brands. Anderson and Miles (1999) suggest that the television campaigns
emphasizing the values of individuality and freedom, like Reebok and Nike’s advertising
campaigns “Let UBU” and *“Just Do It,” in fact appeal to young people by satisfying their
needs for conformity and their desire to feel part of a group. Therefore, it is hypothesized
that:

H,4: The effect of perceived brand belongingness on the likelihood of GBO is

stronger for younger consumers than older consumers.

Indeed, global brands were reported to provide an added-value to young people
such as confidence. Anderson and Miles (1999, p. 109) report quotations from a
qualitative research study funded by the Economic and Social Research Council (ESRC)

conducted in Yorkshire and Strathclyde, UK:

“Danny: ‘Yeah, brands like Levi’s give you confidence and that. If you like what
you’re wearing and if you've spent a lot of money on it like, it gives you a lot of
confidence... I don’t know. Like I'd buy stuff like that bottle of Jack Daniels. I wouldn’t
drink it, I'd just have it in my bedroom. Just because I like it. I like how it looks and that.

And it makes me happy.”

Cote and Allahar (1996) criticize global media in selling young people an element
of identity they taught them to crave. The argument is that standardizing young people’s
consuming habits is seen by the global media as an allowance to getting more advertising

income or increasing the appeal of their youth-oriented programs. Standardization of the
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media images young people consume is thought to be instrumental for that reason. Their
argument is open to debate; however, the importance of the media, and by implication the
idealized images of which global brands are part, is straightforward. “The media play a
key role as an arbiter of consumption, in a young person’s life during which they are
struggling to find a focus” (Anderson and Miles 1999, p. 110). So do global brands, it is
suggested. Therefore, it is hypothesized that not only the globalness association of global
brands has a stronger effect on the likelihood of GBO for younger consumers than for
older consumers (i.e., a moderator role of age on the relationship between perceived
brand globalness and the likelihood of GBO), but also younger consumers are more likely
to buy global brands in general (i.e., a direct effect of age on the likelihood of GBO).

Hjs: The effect of perceived brand globalness on the likelihood of GBO is
stronger for younger consumers than older consumers.

Hje: Age is negatively related to the likelihood of GBO.

Cote and Allahar (1996) argue that consumption ethos is poured out upon young
people by the mass media. “Since they are bombarded with tantalizing images of the
‘good life,” it is not surprising that the young are dispirited by the reality of their poor
prospects” (Cote and Allahar 1996, p. 148). The gap between the idealized life and the
actual life is expected to be even wider in less-developed countries than in more-
developed ones. Thus, the differences between younger and older people in terms of their
behavior towards global brands may be argued to be wider as well. This suggests that the
marginal effect of age on the likelihood of global brand ownership is higher in less-

developed countries than in more-developed countries. Thus, ceteris paribus, the negative
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effect of age on the likelihood of GBO can be expected to be stronger in less-developed
countries than in more-developed countries. Therefore, it is hypothesized that:

H,7: The negative effect of age on the likelihood of GBO is stronger in less-

developed countries than in more-developed countries.

Classification of consumers based on their income categories rests on the
assumption that more income results in more disposable income and this leads
consumption away from subsistence products toward material goods. This also suggests
that as consumer income increases, consumers may expect more from their purchases and
be more sensitive to additional product attributes. Zeithaml (1985) indeed shows that
income affects the amount of time spent shopping, the number of supermarkets visited
weekly, the extent of planning, the amount of purchase, and the importance of shopping.
Higher income consumers plan less and they spend more time shopping.

Gupta and Chintagunta (1994) find that income and household size significantly
affect the segment membership probabilities and lower income consumers tend to be
price and promotion sensitive. Granzin (1981), for example, suggests that stores which
serve younger shoppers with larger households and lower incomes should stock a wide
selection and large quantities of generic products. Im et al. (2003) found that higher
income consumers are more likely to adopt new products than lower income consumers.

Related with the more disposable income argument above, higher income
consumers can also be expected to want more from their products, be more willing to pay
premiums for products with many attributes, and be more sensitive to the existence of
these attributes. Thus, it can be argued that higher income consumers are more sensitive

to the existence of global brand associations when making their purchasing decisions than
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lower income consumers (i.e., income positively moderates the relationships between
global brand associations and the likelihood of GBO).

H,s: The effect of perceived brand quality on the likelihood of GBO is stronger for
higher income consumers than lower income consumers.

Hq: The effect of perceived brand innovativeness on the likelihood of GBO is
stronger for higher income consumers than lower income consumers.

Hjo: The effect of perceived brand belongingness on the likelihood of GBO is
stronger for higher income consumers than lower income consumers.

H;,: The effect of perceived brand prestige on the likelihood of GBO is stronger
for higher income consumers than lower income consumers.

Hs;: The effect of perceived brand genuineness on the likelihood of GBO is
stronger for higher income consumers than lower income consumers.

H33: The effect of perceived brand social responsibility on the likelihood of GBO

is stronger for higher income consumers than lower income consumers.

Keillor et al. (2001) argued that as consumers’ income increase, they tend to
consume a wide range of products, thus their participation in the global marketplace is
more likely than that of lower income consumers. They found that higher income
consumers have a weaker sense of national identity than lower income consumers and
they suggested that higher levels of income might be associated with a global consumer,
a consumer who is similar across countries in terms of their psychological tendencies in
the global marketplace.

Other studies investigating the relationship between income and consumer
behavior found that higher income consumers hold relatively more favorable attitudes

toward and are more likely to accept non-local products than do lower income consumers
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(Bilkey and Nes 1982; Hyllegard et al. 2005; Schooler 1971; Wall et al. 1991),
suggesting a more positive attitude toward global brands.

Another factor that may be argued as important is ability; higher income
consumers may be more able to afford the price premiums global brands command.

Therefore, it is hypothesized that not only the globalness association of global
brands has a stronger effect on the likelihood of GBO for higher income consumers than
for lower income consumers (i.e., a moderating effect of income on the relationship
between perceived brand globalness and the likelihood of GBO), but also higher income
consumers are more likely to buy global brands in general (i.e., a positive direct effect of
income on the likelihood of GBO). Therefore, it is hypothesized that:

Hsy4: The effect of perceived brand globalness on the likelihood of GBO is
stronger for higher income consumers than lower income consumers.

Hjs: Income is positively related to the likelihood of GBO.

In developing countries, imported brands are preferred to national goods (Usunier
2000). Batra et al. (2000a) showed that developing country consumers who had a greater
admiration for lifestyles in economically developed countries had a stronger preference
towards non-local, especially western, brands than other consumers who did not have
such an admiration. Therefore, we can expect that in less-developed countries, the
marginal effect of income on the likelihood of GBO will be higher than in more-
developed countries. Thus, the positive effect of income on the likelihood of GBO can be
expected to be stronger in less-developed countries than in more-developed countries.

Therefore, it is hypothesized that:
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H4: The positive effect of income on the likelihood of GBO is stronger in less-

developed countries than in more-developed countries.

2.2.4 Consumer Psychographics: Personal Values Research and Schwartz’s
Values Theory

Psychographics examine consumer motivations when purchasing products.
Rokeach (1973, p. 5) defines personal value as an "enduring belief that a specific mode of
conduct or end-state of existence is personally or socially preferable to an opposite or
converse mode of conduct or end-state of existence." Values serve as guiding principles
in everyday life (Rokeach 1973). They are abstract social cognitions and they provide a
foundation for both attitudes and behaviors (Homer and Kahle 1988). While
demographics provide a basic means of categorizing consumers, psychographic variables
such as values can also be used to assess the similarities between consumers (Kahle et al.
2000). Indeed, research shows that values can be illuminating to explain why consumers
purchase certain products (Rose and Shoham 2000) and can be used as a basis for
consumer segmentation.

The centrality of the value concept is probably proclaimed best by Rokeach
(1973, p. 3): “The value concept, more than any other, should occupy a central position
... able to unify the apparently diverse interests of all the sciences concerned with human
behavior.” Personal values have been shown to be the underlying determinant of
consumer attitudes and consumption behavior (Homer and Kahle 1988; Scott and Lamont
1977; Vinson et al. 1977). Allen (2001) investigates the impact of personal values on
product preferences in a recent study and finds that values influence product preference

both directly and indirectly via prioritizing the importance of product attributes.
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Schwartz (1992) has focused on the search for a fundamental set of basic human
values. Through an extensive series of studies across more than 40 countries, he
constructed a values inventory representing the values that are universally important and
identified 10 general value types (Schwartz and Sagiv 1995). These values are power,
achievement, hedonism, stimulation, self-direction, universalism, benevolence, tradition,
conformity, and security (see Table 2.1). He developed a circumplex model by arranging
these 10 values in a two-dimensional circular structure oriented by two axes: (1) self-
enhancement versus self-transcendence and (2) openness to change versus conservation
(see Figure 2.2). The first dimension indicates the degree to which values are self-
oriented (hedonism, power, achievement) versus other-oriented (benevolence,
universalism). The second dimension shows values that emphasize change (stimulation,
self-direction) versus preservation of the status quo (conformity, tradition, security)
(Burroughs and Rindfleisch 2002). Complementary values stand next to each other and
competing values stand opposite (e.g., 180 degrees) from each other. Value conflicts
happen when individuals’ value systems include competing values, which in turn causes
psychological tension. "The pursuit of each type of value [has] psychological, practical,
and social consequences that may conflict or may be compatible with the pursuit of other

value types" (Schwartz 1994, p. 23).
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Table 2.1 - Schwartz’s 10 Value Types

1. Power: Social status and prestige, control or dominance over people and resources.

2. Achievement: Personal success through demonstrating competence according to

social standards.
3. Hedonism: Pleasure and sensuous gratification for oneself.
4. Stimulation: Excitement, novelty and challenge in life.
5. Self-Direction: Independent thought and action-choosing, creating, exploring.
6. Universalism: Understanding, appreciation, tolerance and protection for the
welfare of all people and for nature.
7. Benevolence: Preservation and enhancement of the welfare of people with whom
one is in frequent personal contact.
8. Tradition: Respect, commitment and acceptance of the customs and ideas that
traditional culture or religion provide the self.
9. Conformity: Restraint of actions, inclinations, and impulses likely to upset or
harm others and violate social expectations or norms.
10. Security: Safety, harmony, and stability of society, of relationships, and of self.

Source: Schwartz and Sagiv (1995)
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Figure 2.2 — Schwartz’s Circumplex Model of Values
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Schwartz’s value dimensions express fundamental motivational goals which
reflect existential needs and which, in turn, relate theoretically to potentially any attitude
and behavior. In fact, Clark (1987) suggests that values provide an important link
between consumers and marketers; successful marketers are able to develop brands that
work effectively across borders because they understand both consumer values and brand
values.

Consumers with different values can be expected to prioritize different
associations of global brands. For example, people whose dominant values lie closer to
the self-enhancement pole rather than the self-transcendence pole tend to be motivated by
their own personal interests, even at the expense of others. Their main value types are
hedonism, power, and achievement. On the other hand, people whose dominant values
are closer to the self-transcendence pole rather than the self-enhancement pole tend to be
motivated by promoting the welfare of others. Benevolence and universalism are their
main values (Schwartz 1992). Resultant self-enhancement (RSE) construct, which is the
importance attached by the consumer to self-enhancement minus the importance attached
to self-transcendence (Feather 1995; Steenkamp et al. 1999), will be used in this research
to indicate the dominant value types of the consumers.

It was suggested that new and functionally better products and brands have the
potential to improve consumption (Steenkamp et al. 1999) and to help gain social status
(Rogers 2003). It can be hypothesized that global brands are also a way of enhancing
one’s status and improving consumption experience. Thus, it can be expected that the

effects of quality, innovativeness, prestige, genuineness, and globalness associations of
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global brands on the likelihood of GBO are stronger for higher RSE consumers than
lower RSE consumers (i.e., a positive moderator role of RSE). It can also be
hypothesized that higher RSE consumers are more likely to buy global brands in general
than lower RSE consumers (i.e., a direct effect of RSE on the likelihood of GBO). On the
other hand, belongingness and social responsibility associations are aligned more with the
dominant values of lower RSE consumers and these associations can be expected to have
a stronger effect on the likelihood of GBO for lower RSE consumers than for higher RSE

consumers (i.e., a negative moderator role of RSE).

Therefore, it is hypothesized that:

Hj;: The effect of perceived brand quality on the likelihood of GBO is stronger for
higher RSE consumers than lower RSE consumers.

Hss: The effect of perceived brand innovativeness on the likelihood of GBO is
stronger for higher RSE consumers than lower RSE consumers.

Hjy: The effect of perceived brand belongingness on the likelihood of GBO is
stronger for lower RSE consumers than higher RSE consumers.

Hjp: The effect of perceived brand prestige on the likelihood of GBO is stronger
for higher RSE consumers than lower RSE consumers.

Hj,;: The effect of perceived brand genuineness on the likelihood of GBO is
stronger for higher RSE consumers than lower RSE consumers.

Hj3;: The effect of perceived brand social responsibility on the likelihood of GBO
is stronger for lower RSE consumers than higher RSE consumers.

Hjs: The effect of perceived brand globalness on the likelihood of GBO is
stronger for higher RSE consumers than lower RSE consumers.

H34: RSE is positively related to the likelihood of GBO.
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Just as was the case with higher income consumers, again the marginal effect of
RSE on the likelihood of GBO can be expected to be higher for consumers in less-
developed countries than consumers in more-developed countries. In less-developed
countries, consumers may see global brands as a means for self-enhancement (Friedman
1990). Such an effect of global brands may not be present for consumers from more-
developed countries, thus the purchasing decisions of global brands may be more
sensitive to consumer RSE in less-developed countries than in more-developed countries.
Therefore, it is hypothesized that:

Hjs: The positive effect of RSE on the likelihood of GBO is stronger in less-

developed countries than in more-developed countries.

The second bipolar dimension is openness to change versus conservation. People
whose dominant values lie closer to the openness to change pole rather than the
conservation pole tend to be motivated by following their own intellectual and emotional
interests in unpredictable and uncertain directions. Their main value types are stimulation
and self-direction. On the other hand, people whose dominant values are closer to the
conservation pole rather than the openness to change pole tend to be motivated by
preserving the status-quo and the certainty it provides in relationships with close others,
institutions, and traditions. Conformity, tradition, and security are their main values
(Schwartz 1992). Resultant conservation (RC) construct, which is the importance
attached by the consumer to conservation minus the importance attached to openness to
change (Feather 1995; Steenkamp et al. 1999), will be used in this research to indicate the

dominant value types of the consumers.
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Innovativeness association of global brands is aligned with the values of lower
RC consumers. Past research indeed has identified a negative association between
conservation and consumer innovativeness (Steenkamp et al. 1999). Thus, it can be
expected that the effect of innovativeness association on the likelihood of GBO is higher
for lower RC consumers than higher RC consumers. Furthermore, global brands are the
symbols of modernity and change, which again align with the values of lower RC
consumers. Thus, we can expect globalness association to have a stronger effect on the
likelihood of global brand ownership for lower RC consumers than higher RC consumers
(i.e., a moderator role of RC on the relationship between perceived brand globalness and
the likelihood of GBO) and lower RC consumers to be more likely to buy global brands
in general (i.e., a direct effect of RC on the likelihood of GBO). For the other

associations, no differences between higher RC and lower RC consumers are expected.

The hypotheses for the effect of RC are:

H3s: The effect of perceived brand quality on the likelihood of GBO is not
different for higher RC consumers vs. lower RC consumers.

Hj;: The effect of perceived brand innovativeness on the likelihood of GBO is
stronger for lower RC consumers than higher RC consumers.

H;g: The effect of perceived brand belongingness on the likelihood of GBO is not
different for higher RC consumers vs. lower RC consumers.

Hjo: The effect of perceived brand prestige on the likelihood of GBO is not
different for higher RC consumers vs. lower RC consumers.

Hyo: The effect of perceived brand genuineness on the likelihood of GBO is not
different for higher RC consumers vs. lower RC consumers.

Hy;: The effect of perceived brand social responsibility on the likelithood of GBO

is not different for higher RC consumers vs. lower RC consumers.
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Hy;: The effect of perceived brand globalness on the likelihood of GBO is
stronger for lower RC consumers than higher RC consumers.

Hys: RC is negatively related to the likelihood of GBO.

Consistent with the arguments discussed for higher RSE consumers, the
perceptional symbolic value, e.g., modernity, of global brands can be expected to be
higher for consumers in less-developed countries than for consumers in more-developed
countries. Hence, the marginal effect of resultant conservation on the likelihood of GBO
may be higher in less-developed countries than in more-developed countries. Thus, the
negative effect of RC on the likelihood of GBO can be expected to be stronger for
consumers in less-developed countries than consumers in more-developed countries.
Therefore, it is hypothesized that:

Hyy: The negative effect of RC on the likelihood of GBO is stronger in less-

developed countries than in more-developed countries.

Lastly, it can be hypothesized that average global brand ownership is higher in
more-developed countries than less-developed countries, since it is the more-developed
countries that are homes of global brands in general and consumers in developed
countries have on average greater purchasing power. Thus, it is hypothesized:

Hys: GDP per capita is positively related to the likelihood of GBO.

In the next section, the theoretical background for the research method is

presented.
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Chapter 3

RESEARCH METHOD

3.1 Unit of Analysis

Model variables describe both consumers and countries. These variables belong to
different units of analysis that form a hierarchical structure; namely consumers are nested
within countries. Two common traditional methods to deal with such a data structure
have been:

1. To disaggregate all higher order (group level) variables to the individual level,
and do the analyses on the individual level,

2. To aggregate the individual level variables to the group level and do the
analyses on the group level.

The problem with the first approach is that the consumers in the same country will
have the same value on each of the country variables. Therefore, the “independence of
observations” assumption, which is basic for classical statistical techniques, does not hold
(Raudenbush and Bryk 2002).

The second approach aggregates consumer characteristics over countries, and
does a higher level analysis. However, all the within-group information is lost, the
relations between aggregated variables often seem to be much stronger than what they
actually are, and the relations between the aggregate variables can be very different from
the relations between the nonaggregate variables. Waste of information and distortion of

interpretation are the downsides of this second approach (Raudenbush and Bryk 2002).
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Individuals in the same group are often closer or more similar than individuals in
different groups. Consumers in different countries can be independent, but consumers in
the same country share the same value on certain variables. If unaccounted for, these
unobserved variables vanish into the error term of the linear model and cause correlation
between disturbances. The disturbances have a group and an individual component.
Group components are correlated within groups and independent between groups,
whereas individual components are all independent. In addition, some groups may be
more homogeneous than other groups, thus the variance of the group components can
differ (Raudenbush and Bryk 2002).

Therefore, combining all variables that belong to different levels of analysis into
one regression equation undermines two basic assumptions of traditional linear model
analysis: homoscedasticity and independence.

One approach to solve these problems is to include an effect in the model that
corresponds to the grouping of the lower-level units, thus employing ANOVA or
ANCOVA. However, there are a number of problems with this approach (Luke 2004). As
the number of groups increase, there are more parameters to estimate, the model has less
power, and greater complexity. The treatment of group parameters as fixed effects
ignores the random variability of the group characteristics. Furthermore, ANOVA
methods are not very flexible in handling missing data or unbalanced designs (Luke
2004).

Hierarchical Linear Modeling (Bryk and Raudenbush 1992; Raudenbush and
Bryk 2002) was developed to deal specifically with hierarchical (nested) data in

education research. This method avoids the weaknesses outlined above. Each of the
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levels in the data structure has its own sub-model, which indicates the relationships
among variables within a given level and specifies how variables at one level influence
relations occurring at another (Raudenbush and Bryk 2002). Disciplines such as
sociology, biometrics, econometrics, and statistics have all contributed to the
development of such models for nested data structure. Although not very common,
organizational behavior (see Hofmann 1997; Hofmann and Gavin 1998; Klein et al.
1994) and strategic management research (see Song et al. 2002) also utilize this
technique. Other names used in different literatures include multi-level linear models,
mixed-effects models, random-effects models, random-coefficient regression models,
covariance components models, etc. A more generalized version of HLM is called
“Hierarchical Generalized Linear Modeling (HGLM)” and is employed when the
dependent variable is discrete (see Goldstein 1991; Wong and Mason 1985). Both HLM,

and HGLM are quite new to the marketing discipline.

3.2 Hierarchical Linear Modeling (HLM)

A simple example of HLM follows for a 2-level model, where there are
individual- (level-1) and group-level (level-2) variables.

To first isolate and then account for the effects of group-level variables, the
individual-level variables are modcled as having a separate regression equation for each
group. The parameters of these regression equations are then regressed on the group-level

variables. This procedure lets group-level variables be used to explain variation in the
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individual-level parameters and allows testing for main effects and interactions within
and between levels.

Assume there are 2 level-1 variables (y; and y2) and 1 level-2 variable (®,). The
value of the dependent variable (Y;) can be predicted from the values of level-1

independent variables. The regression equation is:

Yij=Boj + Bij * i + By * iy +1;  [3.1]
“1” refers to the person number and *j” refers to the group number.

Each group will have a separate regression equation, and the coefficients Bo, B,
and [; will be allowed to change from group to group. Further analyses can explain their
variability. Thus, level-2 regression equations are formed to predict the value of the level-
1 parameters using values of the level-2 independent variable:

Boj = Yoo + Yo1 * wyj + ug; [3.2]
Bij=7vi0+ v * @i + uyj [3.3]
B2j = Y20 + Y21 * 01 + uy; (3.4]
Note that there is a separate equation for each parameter in Equation [3.1].
If the level-2 equations [3.2], [3.3], and [3.4] are substituted into the level-1
equation [3.1], the combined model is:
Yij =Yoo + Yo1 * ®yj + U
+ (Yio+ v * o)+ upp) * xij
+ (Y20 + v21 * 0y + ug)) * po5 + 15 [3.5]
Coefficients that are allowed to vary from group to group, e.g., Boj. P1j, and B»; are

referred to as random coefficients. Coefficients *“y_ ” are not assumed to vary across

groups (and hence they lack the subscript j); therefore, they are referred to as “fixed”
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coefficients (Hox 1995). Standard OLS cannot be used to estimate this equation. As
reviewed above, one necessary condition to conduct OLS is that the random errors are
independent, normally distributed, and have constant variance. Note that the random error
in Equation [3.5], which is [ug; + (uj; * x15) + (ug; * x2i5) + 135 1, is not independent across
groups since the components ug;, ujj, and uy; are common to every individual within group
J- The errors do not have equal variances either, since ug;, ujj, and up; vary across groups
and y;; and x5 vary across individuals. Although standard regression analysis is
inappropriate, iterative maximum likelihood procedures can be used to estimate such
models (Raudenbush and Bryk 2002).

Note that if ug;, uyj, and uy; were null for every j, Equation [3.5] would be

equivalent to an OLS regression model.

3.3 Hierarchical Generalized Linear Models (HGLM)

In the focal model of this study, the outcome variable, global brand ownership, is
dichotomous. When the dependent variable is dichotomous, linear regression methods
should not be employed for two reasons (Snijders and Bosker 1999). First, although the
range of dichotomous variables is restricted, the ordinary linear regression model might
give a fitted value which is outside this allowed range. For example, global brand
ownership can be represented as O (failure; the consumer does not own the brand) and 1
(success; the consumer owns the brand). A fitted value of “0.80” can be interpreted as a

probability of 80% for success (owning the brand) and a probability of 20% for failure
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(not owning the brand). Getting a fitted value of “1.1,” however, would not be
meaningful.

Second, the mean and the variance of a Bernoulli distribution are related; the
variance is determined by the mean (Snijders and Bosker 1999). For a dichotomous
variable Y that has probability p for outcome 1 (success), the probability for outcome 0
(failure) is 1-p. The mean and variance are:

E{X)=p

Var (Y) =p (1-p) (3.6]

Thus, the parameters in the fixed part and the parameters of the random part of the
model are related. The variance is not a free parameter, but it is determined by the mean.
The variance of the level-1 random effects is a function of the predicted value; higher
predicted values are associated with larger residual variance (Raudenbush and Bryk
2002).

Two assumptions of HLM are linear relationship between the predictors and the
dependent variable, and normality of the random effects (Raudenbush and Bryk 2002).
These assumptions are violated when the dependent variable is dichotomous. The level-1
random effect cannot be normally distributed since it can take only two values contingent
on the predicted value of the outcome. This can be shown as follows:

In a multi-level setting, the dichotomous out