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Abstract: The aim of this paper is to investigate the impact of perceived brand name origin
and perceived country of origin (COO) on fashion brand’s perceived luxury. Results of
exploratory research indicate that perceived brand name origin has a strong impact on
perceived luxury, and subsequent willingness to pay a price premium, regardless whether
the brand is fictional and only sounds as if originated from a certain country (e.g. “Italian
sounding brand”) or is a real brand. Results also indicate that by naming fashion brands to
have a desirable (e.g. Italian) tone, potential negative impacts of real COO and even a
country of manufacture (COM) could be mitigated.
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1 Introduction

Luxury brand management has been a topic of interest to many scientists and
practitioners during the last decade. That is not surprising because luxury sector
has grown from a value of $ 20 billion in 1985 [27] to its current over € 200
(estimated $ 260) billion worth and it is expected to grow 2-4 percents annually
for the next two years [3]. Factors like growing globalization, development of
digital and communication media, opportunities for easy money earning, countries
like China and Russia opening for foreign brands, and cultural homogenization [8]
have led to global success of numerous luxury brands, especially luxury fashion
brands.

But not all countries have a pedigree for developing luxury brands. That is even
more obvious in fashion where over 80 percent of all luxury brands originate from
only a few countries [27]. Because of that, it is very important from which country
the brand is perceived to originate. That leads us to another, very important factor
in developing luxury fashion brands - Country-of-Origin construct (COOQ).
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Although, COO has been present in literature for over five decades, it is still topic
of many current studies (e.g. [35], [5], [28]).

COO effect is one of several extrinsic attributes that potentially influence
consumer attitudes towards a product [9]. Approximately one-quater of consumers
make purchase decisions on the basis of COO information [23]. Another extrinsic
attribute that influence consumers perception of product is definitely brand name.
It has been suggested that the brand name cue evokes not only beliefs about the
brand itself but also triggers recall of the country associated with it as its COO
[19] and that both have broad and specific effects on consumer behavior [31].

Topics like country of origin and luxury brand management, lately even fashion
marketing, are well studied, but there is still lack of research in the area of impact
of brand name’s perceived origin on perceived brand luxury. Although, there were
some research that were pointed in that direction [2] [23], need for further
understanding of this important issue still exists. In addition, most research was
done in developed countries [6], thus omitting the understanding of developing
countries which are opening up for luxury brands and thus becoming increasingly
of interest to luxury brand marketers.

The question that this research aims to answer is whether it is possible, by
selecting a brand name that is associated with desirable COO, to affect the
perceived brand’s luxuriousness and to mitigate potentially negative impact of true
COO and even a Country-of-Manufacture (COM).

2 Literature Review

2.1 Luxury Fashion Brands

Generally speaking, brand is a promise of performance to be delivered in return
for the trust placed in a brand [37]. Thus brands embody the symbol, an implicit
value proposition, and personality.

Luxury brands from an economics perspective can be defined as those whose ratio
of functional utility to price is low while the ratio of intangible and situational
utility to price is high [26]. From the product perspective, luxury brands are
frequently defined in terms of their excellent quality, high transaction value and
distinctiveness [16]. In addition to possible functional attributes, luxury brands are
even more bought for their symbolic values arising from exclusivity, premium
prices, image, status [18], premium quality across product lines, heritage of
craftsmanship, recognizable style and design [7].
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Level of brand’s luxuriousness is “in the eye of the beholder”, i.e. presents a
perceptual category, influenced by cultural specificities [14]. While luxury
products are often purchased simply because they cost more, without providing
any additional direct utility over their cheaper counterparts [13], luxury brands
may be used to enhance one’s social status [22]. This is also implicit in the ideas
of Christodoulides, Michaelidou and Li [11] who reported that the primary value
of luxury brands is psychological, and that their consumption is dependent on a
distinctive mix of social and individual cues.

As stated earlier, the luxury goods market is significant, not only in terms of its
market value, but also in terms of its rate of growth [3] [16]. According to
Seringhaus [34] France and Italy are the most important luxury brand source
countries in the world. Those two countries command more than one-half of the
global consumer luxury brands - Italy with 30 percent and France with 25 percent
of the market. Taking into account fact that Gucci, Chanel, Dolce & Gabbana,
Cavalli, Armani, Yves Saint Laurent, and Lacroix are (just some of) Italian or
French luxury brands, the share of luxury brands in fashion industry is expected to
be even higher. The success around the world of items “Made in Italy” is mostly
due to the Italian brand’s ability to transfer a certain sense of product quality in
concert with values and experiences of beauty, elegance, tradition, luxury, and life
quality [36].

Brand’s association with country of origin tends to have a strong impact on
brand’s reputation, especially in a specific industry such as fashion [26]. Piron
[32] stated that a product's country of origin has a stronger effect when
considering luxury products (i.e. higher monetary risk) than necessities. Thus, for
luxury brands, especially for luxury fashion brands, COO presents a make-or-
break of brand’s market success.

2.2 Country of Origin and Luxury Brands

Product’s COO presents an important cue that consumers use to make their
judgments and their subsequent purchase behaviors [29]. Importance of country of
origin effect has mostly been discussed in the consumer behavior and international
marketing literature (e.g., [25], [15]), while being relatively neglected in the brand
management literature. Moreover, in consumer behavior literature, COO has been
primarily analyzed as the real country of origin, while in brand management
literature, it makes more sense to focus on the perceived COO and its impact on
brand success [5]. Brand management literature has generally analyzed the impact
of the actual COO on brand image (e.g. [1], [10]), but recent research on country
of origin has shown that consumers often do not know the real origin of many
(even of the well-known) brands [5].

Country of origin can be defined as an extrinsic product attribute indicating the
country where a product was made, was assembled, or both [24]. This definition,
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although widely accepted, implies some operationalization difficulties. Thus, in
this research we analyze the COO as the country in which corporate headquarters
of the company marketing the brand is located, regardless of the place in which
the brand in question is produced [4].

Consumers tend to recall the stored information about the brand and the country
and then they relate the brand name with the COO to form a brand image and infer
the product evaluation [21]. When a product’s COO is known to consumers prior
to exposure to the product’s attributes, then the image of the country as a country
of origin affects the brand’s image. Because of that, it is very important to explore
what is the impact of COO on perceptions of brand luxury so that companies
know what strategy to apply (whether to emphasize country of origin or to depart
from it).

When we consider fashion as industry, it is clear that some countries (e.g. Italy
and France) tend to be perceived as countries that have an innate fashion
capability [34]. Such perceptions provide companies from those countries a
certain competitive advantage and privileges for building luxury brands in the
fashion industry. Numerous aspects provide grounds for emphasizing country-
brand associations, and one of the most prominent is surely brand name which
reflects country’s cues [33].

2.3 Brand Name Origin And Luxury Perceptions

Thakor and Kohli [37] define brand-origin as the place, region, or country where
brand is perceived to belong by its target consumers. Past studies suggested that
brand name origin associations play potentially powerful role in the formation of
brand attitudes [38] [30] [39] and that the brand name cue evokes not only beliefs
about the brand itself but also triggers recall of the country associated with it as its
country of origin [19].

Products with foreign brand names are frequently associated with the perceived
COO of the brand [20]. Even in case of completely unfamiliar brands, consumers
would develop some expectations and perceptions of that brand based on image of
a country that seems to be associated to the brand name. Morover, literature
recognizes [24] that countries are perceived to be experts in creating and
producing certain product category (e.g. Japan and electronic products; USA and
jeans; Germany and cars etc.). Because of that, COO image that those countries
have for that exact product category is positive. So, many manufacturers and
retailers use brand names that suggest origins different from the brands’ real COO
or COM and associate them with countries that have positive country of origin
image for that product category. For example, Alba, a British manufacturer of
electronic equipment, has introduced the Hinari brand, a name that does not
convey the real origins of the product [4].
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Literature has analyzed the role of real country of origin on consumer perceptions
and brand name on consumer perceptions (e.g. [12]). However, this research aims
at understanding how brand name itself can be a cue for perceived country of
origin and thus generate positive brand associations. In that sense, we expect that
the mere perceived origin of a brand name can transfer country-related beliefs to
the brand.

Han [17] suggest that brand name may be even a more powerful summary
construct than the COO. In that sense, brand name in itself implies existence of a
powerful “story” linked to that brand, thus making country of origin effect less
important in case of well-known brands. Moreover, if brand name is closely linked
to (i.e. sounds as if it originates from) a certain country, we expect that the
perceived COO resulting from that association will present a much stronger cue
than possible cues arising from either real COO and/or COM associations [31].

Pecotich and Ward [31] suggested that country of origin or brand-origin operates
in one of two ways. First, it may serve as a hallo effect to infer beliefs about
attributes that make up the attitude towards a product or service, i.e. consumer
evaluations of products and services are based on their perception of the country.
And second, it may be used as a means of abstracting previous beliefs about
attributes of products and services from a particular country into information
called the summary construct.

Country of origin concept is still the topic of many current research projects (e.g.
[5]) as it implies that brands would succeed by “nature” (i.e. by their COO) and
not “nurture” (i.e. management that overturns potential negative COO effects).
Although, topics like country of origin and fashion marketing, lately even luxury
brand management, are well studied, there is lack of research in the area of impact
of brand name’s perceived origin on perceived brand luxury [33]. Even there was
some research that has pointed in that direction (e.g. [2]), further research into
nurturing brands to diminish possible negative COO effects is still needed.

3 Research

3.1 Objective and Hypotheses

The main purpose of this paper is to fill the gap in existing literature and research
by investigating connection between perceptions of the country of origin given a
brand name with perceived brand luxury in fashion marketing.

Based on the literature review, we propose two hypothesis:

HI: Perceived brand’s COO has an impact on brand’s perceived luxury.

H2: If a brand name is associated with a desirable COO, the COM does
not have an impact on perceived luxury.
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3.2 Methodology

This research presents a first step in our research project aiming to understand the
complex relationship between brand’s perceived and true country of origin, on one
side, as well as the impact this relationship may have on brand’s performance,
leading to potential strong brand management implications (e.g. to brand luxury).

Data was collected on the sample of 276 younger consumers in Croatia. Each
respondent filled out a questionnaire for 8 different brands, some of which were
fictional (4 in total) and some real (4 in total) thus resulting in the total of 1808
data points after clearing out the dataset (deleting incomplete responses; 50 or
18.11% of returned questionnaires were incomplete).

Although having sample limited to young consumers presents a certain limitation,
it is consistent with other research on related topics (e.g. [30]) and is only the first
step in the overall research project. Moreover, Bain and Forsythe [8] reported that
younger consumers represent current and important future market for luxury
brands, they have knowledge about them and they are establishing life-long
buying patterns and loyalties.

Given that real fashion luxury brand names are often personal names, fictional
brand names were developed by randomly picking 20 different first-last names in
France, Germany, Italy and USA from phonebooks. Further, a pretest was done on
the sample of 8 experts in the fashion industry to rate which of the names seem the
most probable brand names for luxurious fashion products. Questionnaire was
pretested on a sample of 25 respondents.

3.3 Results

In terms of the demographic profiles of all 226 respondents, 171 or 75.66% were
female and 55 respondents or 24.34% were male. Of all respondants, 89 of them
(39.38%) were between age of 18-21, 102 respondents (45.13%) were between
age of 22-25 and 35 respondents (15.49%) were between 26-29 years old.

Dependent variable in this research was brand’s perceived luxury which, for
robustness reasons, was measured in three different ways: using an existing
reflective scale, using a formative scale, and using a single-item measure of
whether the brand is luxurious or not. Results were tested using the three different
measures of the dependent variable and there were no significant differences
between the models (see Table 1). Thus for simplicity reasons we present our
results only with a reflective scale of perceived brand luxury. Moreover, as this is
the first step in our research project, in the regressions we did not focus on control
variables but on the main effects.
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Table 1
COO Impact on Perceived Brand Luxury (both fictional and real brands) — use of different scales for
dependent variable

Brand luxury Brand Luxury Brand Luxury

Formative scale Reflective scale Single Item
COO_AUSTRIA -,057* -,055* -,065*
COO_BELGIUM ,022 ,024 ,026
COO_FRANCE ,236*** \244%** ,190***
COO_GERMANY -,052 -,054 -,080
COO_ITALY ,246%** ,239%*** ,226***
COO_ISRAEL -,053* -,047* -,061**
COO_CANADA -,060* -,057* -,042
COO_NEITHERLANDS -,007 -,005 -,013
COO_SPAIN -,012 -,013 -,025
COO_SWISS -,046* -,048* -,049*
COO_UK ,062 ,069 ,051
COO_USA ,037 ,038 ,010
R? ,104 ,105 ,100
F 17,394*** 17,389*** 16,643***

* p<,05; ** p<,01; *** p<,001

First we tested how familiar respondents were with the fictional brands. Results
indicated that 12,9% believed they have heard of fictional brands while 87,1% did
not. Also, average familiarity with fictional brands was 1,38 (on a 5 point scale),
i.e. significantly below the theoretical mean of 3 (t=-77,457; sig=,000). Thus,
selected brands were unfamiliar to customers. This implies that brand names were
well chosen in the sense that they did not trick all the participants (e.g. what might
have happened if we only altered the spelling of existing brands). However, they
were good enough to “trick” 12,9% of participants to believe that they have heard
of the brand before.

When fictional and real brands are jointly considered, results indicate that
perceived COO has an impact on Perceived Brand Luxury (R*=,109) with brands
originating from ltaly ($=,239; p<,001) and France ($=,244; p<,001) having the
strongest positive impact (see Table 2). When we consider only fictional brands
the effect of perceived COO of provided brands is still significant. When only real
brands are considered, the impact of perceived COQ is even stronger.

These results indicate that H1 can be accepted and that perceptions of country of
origin do influence the brand’s perceived luxury, especially if perceived COO is
Italy or France. Thus, even if luxury fashion brands are originating from countries
other than Italy and France, they could benefit if their brand names are set to
mimic ltalian or French origin.
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Table 2
COO and COM Impact on Perceived Brand Luxury
(efe]0] COM

All brands Fictional Real All brands Fictional Real
AUSTRIA -,055* -,046 -,037 -,034
BELGIUM ,024 ,056* ,037 ,042
CHINA -,003 -,074 -,076
EU -,017 -,027 -,006
FRANCE 244%** 111* ,341* ,255* ,107 ,289*
GERMANY -,054 -,077 ,070 -,016 -,070* ,071
INDIA -,021 -,038 ,042
INDONESIA -,021 -,053 -,038
ITALY ,239%** 147 ,342* ,256* ,100* ,281*
MEXICO -,052* -,064* -,086
NEITHERLANDS -,004 ,009 ,001 ,014
ROMANIA ,022 -,010 ,029
SPAIN -,013 -,014 ,050 ,002 -,002 ,044
TAIWAN -,020 -,067* -,036
TURKEY ,010 -,064* ,074
UK ,069 -,006 -,092 ,046 -,019 -,058
USA ,038 -,038 -,038 ,060* -,018 -,020
VIETNAM ,021 ,013 -,066
R? ,109 ,067 ,182 ,119 ,067 ,189
F 17,389*** 7,836%** 17,203*** 10,391*** 4,095*** 5,517***

* p<,05; ** p<,01; *** p<,001

Results regarding the COM indicate that brands perceived as produced in France
(#=,255; p<,05), Italy (5=,256; p<,05) and USA (5=,060; p<,05) are perceived as
more luxurious. When focusing on the real brands, the same holds true only for
France and Italy with no negative impacts on perceived luxury of where the well-
known luxury brands are actually produced.

When we focus on the fictional brands, there is a positive impact only of Italy as
COM, while fictional brands perceived as produced in other countries exhibit
either negative (Germany, Mexico, Taiwan, Turkey) or non significant impact (see
Table 2). This could be since these countries are generally not linked to high
fashion industry.

In this respect, we were expecting that China as the country of manufacture would
diminish positive country of origin effects on brand’s perceived luxury. However,
contrary to what is often believed, China as COM has no significant impact on the
perceived brand luxury. Such results might imply that consumers have gotten used
to the idea that fashion products tend to be produced in China and thus believe that
Chinese production has achieved a level of quality that is acceptable and/or they
accept that fashion products tend to be produced in countries like China.
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When we analyze the impact of perceived COM, depending on the fictional
brand's perceived COO, results indicate that there is no effect of country of
manufacture only for brands that are believed to originate from Italy (see Table 3).

One possible explanation is that Italian luxury brands stress their design while
brands originating from countries like USA, France and Germany communicate
their quality. In that sense, if perceived country of origin is Italy, then consumers
still recognize the luxury stemming from the design, while they might have a
problem accepting that high quality German brand is produced abroad.

Thus, H2 is partially accepted. If perceived COO is so strongly linked to luxury
(like in the case of Italy), it does not matter where the product is actually
originating from or manufactured. However, if perceived country of origin is not
so strongly linked to luxury, COM exhibits significance. Further research is
planned in order to understand the mechanism between different facets of luxury
(e.g. luxury grounded on design, quality, etc).

Table 3
COM Impact on Brand’s Perceived Luxury if a fictional brand is perceived to originate from lItaly,
France, Germany, USA

Fictional Fictional Fictional Fictional

Italian French German USA
COM_AUSTRIA ,001
COM_BULGARIA -,034 ,156*
COM_CAMBODIA -,020 -,049 ,006 -,201*
COM_CHINA -,041 -,179 -,270* -,179
COM_EU -,065 -,033
COM_GERMANY -,178
COM_FRANCE -,037
COM_INDIA -,028 -,152* -,061 -,041
COM_INDONESIA -,008 ,021 -,145* -,100
COM_ITALY ,004 ,136*
COM_MEXICO -,121
COM_POLAND -,002 -,130*
COM_ROMANIA ,014 ,019 -,089
COM_TAIWAN ,012 -,156* -,090 -,150*
COM_THAILAND -,006 -,163* -,074 ,001
COM_TURKEY -,094 -,095 -,159*
COM_UK -,008
COM_USA -,058 -,017 -,050
COM_VIETNAM ,067 -,026 ,022 -,068
R2 ,017 114 ,103 ,097
F 521 2,087* 1,774* 2,200*

* p<,05; ** p<,01; *** p<,001
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When results for real luxury fashion brands are considered (Table 4), controlling
for the perceived COO, there is no significant negative impact of COM on the
perceived luxury. This is logical since consumers, if they know the brand, they
evaluate the brand image and do not need other cues to make expectations about
brand characteristics.

Table 4
COM Impact on Brand’s Perceived Luxury if a real brand is perceived to originate
from Italy, France, Germany, USA

Real Italian Real Real Real USA
French German

COM_AUSTRIA
COM_BULGARIA ,044
COM_CAMBODIA
COM_CHINA ,298 ,085 ,200 -,075
COM_EU ,009
COM_GERMANY ,491
COM_FRANCE ,335
COM_INDIA ,097
COM_INDONESIA ,168 -,137
COM_ITALY ,585*
COM_MEXICO -,163
COM_POLAND ,097 -,109
COM_ROMANIA ,059
COM_TAIWAN ,117 ,036 ,256 -,168
COM_THAILAND 112 ,045 ,152
COM_TURKEY ,359 -,017 ,012
COM_UK
COM_USA ,097 ,058
COM_VIETNAM -,104 ,036
R? ,077 ,101 ,167 115
F 1,522 1,324 1,305 1,181

* p<,05; ** p<,01; *** p<,001

In addition, we have offered respondents 24 pairs of brands (real and/or fictional)
used in a questionnaire and asked them for each pair to chose what brand would
they buy. In each pair countries of origin of the brands were different.

When looking at the results for real brands paired together, in most cases Italian
brands were chosen as ones that respondents would buy, followed by French, USA
and German brands. When looking at pairs of fictional brands results are similar.
Most respondent chosen Italian sounding brands, then French, USA and German
sounding brands.
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Results for pairs consist of real and fictional brands show that in most cases
(89.38%) respondents would chose real brands over fictional ones. However, in
11.62% of cases respondents have chosen fictional over real brands. Their choices
were mostly made in favor of Italian sounding fictional brand. That also imply that
COO or at least perceived COO influence fashion brand’s perceived luxury and
consumers willingness to buy brands from certain country.

3.4 Limitation

The main limitation of this research is related to the sample. For this reasearch we
have used a convenient sample od younger respondents, and therefore findings
cannot be generalizable. However, a lot of research in luxury branding field (e.g.
[8], [30]) have been made on convenient sample of younger consumers as there is
no reason to expect systematic differences, other than disposable income role.

In addition, since the focus of our paper is on understanding the perceived brand
name origin on fashion brand’s perceived luxury, having younger consumers with
no (or with limited) experience with such brands is actually beneficial. Such
respondents will not be biased by performance of those brands but will base their
perceptions only on expectations.

Conclusions

Brand management is of constant interest of both academics and practitioners.
Fashion marketing and especially luxury brand management have become a hot
topic lately because of sales volume achieved and growth potential even in the
time of crises.

Brand naming is of great importance for luxury fashion brand management. Based
on a brand name, consumers create brand expectations and perceptions. In the lack
of other cues, brand’s country of origin presents an important cue for making
expectations on brand’s luxury. Regarding this initial research into impact of
perceived brand name origin and COO on fashion brand’s perceived luxury, the
mere name association to Italy or France as a country of origin makes the
consumer perceive the brand as more luxurious.

In addition, we have also analyzed the impact of perceived country of origin on
price premium consumers are willing to pay for the brand. And again the results
indicate that Italian and French sounding brands can automatically expect
consumers to be willing to pay a price premium.

Also, interesting conclusion is that potential negative impacts of country of
manufacture could be mitigated by naming fashion brands to sound as if they are
originating from a desirable and favorable country.

Although this research fills some of the gaps in the literature, there is still need for
further research in this area. First of all, it would be beneficial to use
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representative sample so that data and conclusions could be generalizable. One of
possible directions for the future research would be to understand the mechanism
between different facets of luxury (e.g. luxury grounded on design, quality, etc).
As it is noticed in the business, many fashion industry companies that originate
from emerging countries that do not have positive COO (like China) begun to
manufacture in countries that do have positive country of origin for luxury fashion
(like Italy) simply to ensure that they could use the “Manufacture in (e.g.) Italy”
label to enhance favorable associations toward the brands and mitigate
unfavorable COO associations [23]. So, in the future research more attention
should be given to the impact of country of manufacture on perceived luxury.
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