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Goal: this study aims to explore the existent theoretical concepts that may explain the behavioural
response of consumers in relation to various cross-categorical fast-moving consumer goods
brands that constitute brand portfolios of international FMCG corporations. Namely, these
concepts include the halo error, foreign-local bias, country-of-origin effects. The research grasps
if changes in the consumer attitude exist when it comes to misidentification of brands by country
of origin (the outcome from foreign-local bias), which is resulted by the occurrence of halo
effect. Methodology: the research suggests quantitative methodology to explore the customer
viewpoints. The data was collected through online structured interviews with ordinary visitors of
grocery shopping malls, analysed and interpreted under the structural equation modelling
statistical technique. Findings: from the customer standpoint, the research suggests that Russian
consumer experience halo effect from the pseudo-local FMCG brands. Besides, this cognitive
bias is shown to be positively related with the age of consumers, meaning that the older consumers
are exposed to experience halo effect. The misidentification of FMCG brands by country of
origin is directly influenced by the occurrence of halo effect among domestic consumers, but
is not shown to drive their subconscious orientation towards pseudo-local FMCG brands.
Originality and contribution the authors: the research helps to identify the system of
relationships that could explain the consumers’ subjective orientation towards pseudo-local
FMCG brands. As not all the hypothesised paths being supported by the data, the significant
relationships on consumers’ attitudes are identified.

Keywords: FMCG brands, the halo effect, the pseudo-local brands, the foreign-local bias, the
country-of-origin effects.

JEL: E21, P46, M31.

INTRODUCTION

With the revolutionary changes in behaviour ments, product shortages followed by great-
of Russian consumers occurring by virtue er abundance of choice, have greatly stipu-
of drastic economic transformations, includ- lated the evolution of Russian consumer
ing volatile and fragile business environ- culture. Evidently, such effective transitions
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have glassed their mark on consumer prefer-
ences in a highly turbulent environment,
which in turn gave a rise to form proper
marketing “brand acculturation” strategies
[Gronhaug, Supphellen, 2003].

In the 2000s, many foreign fast-moving
consumer goods (FMCG) companies began
not only to integrate their brands into the
Russian market but also create the so-called
“localised brands”. It is still in question
whether FMCG giants are deliberately sepa-
rating detached pseudo-local brands from the
general product line to have Russian consum-
ers suspect no adherence of a brand to in-
ternational company, to be more willing to
pay for domestic products, or it is just an
extension of the product line. This underlies
the topic’s scientific popularity among schol-
ars, because strategic approaches to interna-
tional branding are evolving, and given the
combination of vast variety of choice and
smart brand acculturation strategies, the
topic of consumer behaviour in pseudo-local
context is under-researched.

Indeed, the topic of examining and even
measuring attitudes towards particular FM-
CG products or brands from the standpoint
of consumers have always attracted scholars
to explore the underlying drivers of consum-
er response. One of the contexts that is being
devoted an ample attention to among scholars
is the country-of-origin effects. With the
global emergence of complex products, the
concept of country-of-origin effects has been
introduced as a way of enhanced customer
brand evaluation through rather country spe-
cifics, than unique product attributes associ-
ated with the brand [Ahmed, D’ Astous, 2008].

Unlike the country-of-origin effects, the
relatively new concept that is associated with
determining consumer behavioural responses
is the brand identity misclassification, which
has recently been discussed as the cue by
which consumers evaluate FMCG brand of-
ferings, based not only on the image of a
country-manufacturer, but also on complex
comprehensive attributes which are either
directly or indirectly associated with the
brand generation [Panda, Kapoor, 2016; Man-

dler, Won, Kiom, 2017]. Scholars ensure
that the original concept of country-of-origin
effects, together with the emergence of the
theory of brand origin, create a room for
the occurrence of a halo effect or halo error,
which evaluates as a result of rather positive
emotions or experiences being associated with
the product/brand are extrapolated elsewhere

[Lee, Chae, Lew, 2016].

The literature provides an evidence into
the evaluation of consumer behaviour through
not only halo effects, but also assessments
of potential misidentification of brands by
their identities [Balabanis, Diamantopoulos,
2011]. As there are many complex above-
mentioned factors that can determine the
changes in consumers’ attitudes, it is still
questioned if these constructs may have sta-
tistical effects and comprise an effective
model of estimating the strength of the re-
lationships between attitude-related con-
structs. Hence, the research questions are
raised as follows:

e how is the halo effect generated and what
is its power to influence purchase decisions
regarding pseudo-local FMCG brands;

e which factors in this system have a sta-
tistically significant influence on consum-
ers’ orientation towards pseudo-local
FMCG brands?

To answer these questions the study aims
to explore the existent theoretical concepts
that may explain the behavioural response
of consumers in relation to various cross-
categorical FMCG brands that constitute
brand portfolios of international FMCG cor-
porations.

Practical implication of the research pro-
vides marketers from local FMCG companies
with vital insights on the situation regarding
attitudes and emotional response of local
consumers towards global FMCG brands with
biased identities. The information on cus-
tomer confusion and changes in the attitudes
towards pseudo-local FMCG brands may serve
as a driver for local FMCG companies to
enhance their brands and their performance
on the local market, to gain solid competitive
advantage over large foreign companies and
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promote internal awareness-raising cam-
paigns. Besides, the outcomes obtained may
simplify the processes of decision-making
inside brand strategy domains, brand’s picos
(pictures of success) and customer journey
maps (CJMs).

The article is structured as follows. The
first part provides a literature review to as-
sess the research problem and possible re-
search methods. The second part represents
the theoretical framework and hypotheses
statement, while the third part describes the
research methodology. The fourth section
focuses on constructing a model and assess-
ing the significance of factors influencing
consumer behaviour. In the fifth part the
authors discuss the results obtained and their
value from a theoretical and practical point
of view. In conclusion the research shows
that Russian consumers are affected by a
halo effect of pseudo-local FMCG brands and
defines the ways for future investigations.

LITERATURE REVIEW

Scientific findings in literature on marketing
and branding provide serious evidence into
consumer behaviour and attitude towards
local and global FMCG brands. In certain
contexts, scholars consider local and global
brands from two perspectives — the supply-
side which comes from the businesses (com-
pany standpoint), and the demand-side which
comes from consumers (consumer standpoint)
[Ozsomer, 2012]. The first investigates ei-
ther brand as the one that has a presence
across a wide range of countries but in a
distinct geography with its own local stand-
ards to marketing approach [Llonch-Andreu,
2016]. At the same time, consumers may
lack awareness of a brand’s global presence
that is far beyond their local markets [Fas-
toso, Gonzalez-Jiménez, 2020; Sichtmann,
Davvetas, Diamantopoulos, 2019]. Added to
this, branding literature has explored the
relationship between perceptions of the local-
ness and a brand. The authors of the article
[Steenkamp, Batra, Alden, 2003] proposed
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the term “brand local icon value” which is
also known as perceived brand localness. It
examines the degree to which a brand is tied
with and incorporated into the local culture,
which is regarded as a highly promising way
for local brands to compete with global
brands and even surpass them [Guo, Hein-
berg, Zou, 2019; Liu, Tsai, Tao, 2020; Si-
chtmann, Davvetas, Diamantopoulos, 2019].
There are more studies devoted to the per-
ception of global and local brands, comparing
them with each other and their impact on
the purchase of goods [Khurana, 2018] and
stereotypes about the brand [Davvetas,
Halkias, 2019; Lee, Chae, Lew, 2020].

As partially discussed in the Introduction,
the scientific evidence presented by scholars
establishes that the brand choice is directly
affiliated with the consumer attitude towards
the country where the brand is originated
[Gronhaug, Supphellen, 2003; Ahmed,
d’Astous, 2008; Vries, Fennis, 2019], which
is being referred to as country-of-origin ef-
fects. This concept has longer been an at-
traction factor for scholars to investigate in
the field of international marketing and
branding. Country-of-origin effects imply
that the country with the more reputable
image in certain labels of FMCG categories
may have a respected recognized brand which
is introduced globally, and the image of this
brand is spread across various countries of
presence. Indeed, this proves to be a sub-
stantial stipulator for the halo error, which
occurs when positive emotions or experi-
ences associated with the product/brand are
extrapolated elsewhere [Lee, Lokshin, Green-
acre, 2016].

As a concept of cognitive bias, halo error
was first introduced by Thorndike in 1920 in
his psychological observations about supervi-
sors who had a lack of ability to rate their
subordinates with independent factors. When
the original conceptualization of halo error
emerged, it had been applied not only in
psychology, but also in marketing and man-
agement research. For example, L. Leuthess-
er, C.Kohli and K.Harich investigated the
effect of halo error on FMCG brand evalua-
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tions and brand equity [Leuthesser, Kohli,
Harich, 1995]. The combination of prior find-
ings and recent research may serve as a use-
ful guidance for both scholars and managers
in assessing misperceptions towards FMCG
brands. Indeed, halo error enables a brand
to positively advocate its reputation to its
most popular constructs [Yasin, Liébana-
Cabanillas, 2019]. It implies biased behaviour
of customers who extrapolate positive expe-
rience or favourable items to the brand and
its offerings at large.

The review of literature on halo error in
consumer marketing has provided serious
evidence on interdependent attributes of
brand evaluation. For example, one of the
main attributes is the country where the
corporate headquarters which market a brand
are located (with no relation to where brand-
ed commodities are produced), has a direct
impact on buying intentions [Lee, Lokshin,
Greenacre, 2016]. This inference is also sup-
ported by [Balabanis, Diamantopoulos, 2011],
who have confirmed that country of origin
is a determinant in brand evaluation through
brand intrinsic, second order and third order
attributes so that it affects the decision-
making process stages and further demand
in global perspective.

However, the effect of the brand’s coun-
try of origin may vary for countries with
different degrees of globalisation. So, T.Man-
dler, F.Bartch and C.Han proved that for a
globalised market (Germany), the perception
of a global brand is a weak signal of brand
confidence compared to brand locality [Man-
dler, Bartsch, Han, 2021]. At the same time,
in globalising markets (South Korea), both
brand origins are equally important. This
study proves that the perception of the ori-
gin of the brand depends on the level of
globalisation in the country.

However, it is well-established in research
that consumers often misclassify the true
origins by attributing the products of the
brand to the wrong country [Balabanis, Dia-
mantopoulos, 2010; Magnusson, Westjohn,
Zdrakovic, 2011; Mandler, Bartsch, Han,
2017]. Moreover, there are more “weak-im-

age” companies which are not only striving
to leave a fact of their country-of-origin un-
related, but also advisedly attributing them-
selves to countries with more reputable brand
images to take advantage of generating sta-
ble revenues [Samiee et al., 2010]. It is of
the utmost importance to emphasise that
consumers do not give an account of a wrong
attribution of a brand to the perceived coun-
try-of-origin [Magnusson, Westjohn, Zdra-
kovic, 2011], and will not become aware of
that afterwards. It creates a space for ex-
ploiting the misclassification on behalf of
above-mentioned companies with rather weak
brand images. P.Burke, G.Dowling and
E. Wei suggested that the corporate reputa-
tion of foreign companies plays an extensive
role in brand evaluation, and sufficient
knowledge of the company and its operations
significantly increases the likelihood of pur-
chasing [Burke, Dowling, Wei, 2017].

L.Camacho, P.Ramires-Correa, C.Salazar-
Concha investigated the influence of the
band’s country of origin on consumer behav-
iour regarding it [Camacho, Ramirez-Correa,
Salazar-Concha, 2022]. Although many au-
thors find a significant connection, the au-
thors do not find that the relation is insig-
nificant during the COVID-19 pandemic,
which is explained by the interest of custom-
ers in direct quality indicators.

Due to the increasing importance of ap-
plying the principles of sustainability in life,
people tend to buy environmentally friendly
products. Many studies show that for such
products, the country of origin is important
too. For example, S.Dekhili and T.Nguyen
found that Vietnamese consumers are more
likely to purchase domestic goods than from
another country, while residents of Algeria
and Tunisia, on the contrary, imported goods
[Dekhili, Nguyen, 2021].

The image of the country of origin has a
positive effect on the brand image, brand
evaluation and consumer intention to make
a purchase. In turn, the image and evalua-
tion of the brand entail a positive decision
on the purchase of goods [Adenan, Ali, Rah-
man, 2018; Hien et al., 2020].
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The country of brand’s origin affects sales
figures, namely, locality within the country
entails large sales volumes with the remain-
ing indicators unchanged. Unlike other
works, the authors subdivide locality into
the presence of a local headquarters and lo-
cal distribution of goods [Hoskins, Verhaal,
Griffin, 2021].

THEORETICAL FRAMEWORK

The conceptual framework is designed to
systematise the most relevant evidence pre-
sented by scholars to contribute to the for-
mation of hypotheses through the touchpoints
described in the Literature review. These are
brand origin in the context of occurred ha-
lo error from foreign brands, misclassifica-
tion of local brand identities, and attitudes
towards local brands. The respective sections
below explore theoretical concepts that are
built around the theory of halo effect in in-
ternational marketing.

It is widely established in literature that
the halo effect makes consumers associate
the product/brand with the technological
and/or economical stand of the country-of-
origin [Koubaa, 2008]. In other words, de-
veloped countries tend to have stronger
halo effects, having more favourable brand
image than developing countries. It is stipu-
lated by the fact that consumers from de-
veloping countries are more inclined to the
foreign brands and products imported from
overseas, especially if they originate in for-
eign markets, because of their personal as-
sumptions about country image which are
built as a result of above mentioned over-
generalization of available information [Kou-
baa, 2008; Lee, Lokshin, Greenacre, 2016].
Other scholars who investigated the same
scope of the halo effect also noticed that
local consumers underrate domestic brands
and do not expect them to have a strong
positive brand image. As a result, consumers
from developing countries are exposed to
misclassify local brands as foreign as it was
mentioned by [Oh, Ramaprasad, 2003].
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Accordingly, to develop our own extension
of the reviewed research, we would like to
investigate the effect of misclassification
brought by created favourable images stipu-
lated by respected favourable identities at-
tached to them, and whether FMCG corpora-
tions deliberately imitate local attributes to
develop effective branding. Therefore, with-
in the scope of this study, we will be explor-
ing the relationship between the degree of
misclassification by identity and the type of
attitude consumers express towards brands
of local context.

Within the scope of the theoretical foun-
dation, theory of halo effect acts as a keynote
of this study. Particularly, two touch points
related to mentioned theory have been ex-
plored, namely misclassification arisen
through the following aspects — country
image, product attributes through the coun-
try image and brand identity, which are dis-
tinctive substantial parts contributing to the
theory of halo effect in international brand-
ing. In relation to these theoretical concepts,
the respective hypotheses in each of the
theoretical sections to extend the existent
research are formulated, and a conceptual
framework is being established (see Figure 1).

Summarising the findings of [Oh,
Ramaprasad, 2003; Spence, Essoussi, 2010;
Samiee, 2011; Sulhaini, Rinuastuti, Sakti,
2019], the country image is associated with
the technological and economic development
of the brand’s country-of-origin. It creates a
potential for occurrence of halo effect by
affecting subjective perceptions that are sub-
consciously extrapolated. Accordingly, it is
reasonable to hypothesise that the strength
of halo effect determines the extent of mis-
classification of pseudo-local brands by coun-
try-of-origin perceived by domestic consum-
ers and then affects the general consumer
response. Besides, there are findings that
explore the age and gender stereotypes in
relation to the halo effect in a psychological
context. For example, M. Radeke and A. Sta-
helski suggest that there is no direct relation-
ship between people’s age, gender attributes
and a halo effect. Since these results apply
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Fig. 1. Consumer research: theoretical framework and formulation of hypotheses

to a different context, the opposite results

can be hypothesised in relation to marketing

context when examining the changes in con-

sumers attitudes [Radeke, Stahelski, 2020].
In summary, we can assume that there is

the halo-effect that influences the misclas-

sification of brands and therefore affects
customers behaviour in the way described
above:

e hypothesis HI1. Consumer demographics
(age, gender, level of education ) predicts
the halo effect among Russian consumers;

e hypothesis H2. Halo effect influences
the misclassification of pseudo-local
FMCG brands by country of origin;

e hypothesis H3. Halo effect directly
determines the attitudes of Russian
consumers towards pseudo-local FMCG
brands.

Finally, considering local brand identity,
it is vital to mention that identity is strate-
gically formed by corporations to manipulate
the preferences of consumers [Koubaa, 2008;
Lee, Lokshin, Greenacre, 2016]. Organisa-
tions tend to pursue the so-called “foreign-
look” strategies to make their brands being
perceived in the purposefully outlined con-
text. Hence, within the scope of this research,
we hypothesise that after consumers are made
aware about the fact of misclassification by
identity, their consumer attitude will be sig-
nificantly changed and become negatively

affected [Lee, Lokshin, Greenacre, 2016].
Therefore, the final hypothesis of the study
will be the hypothesis about the influence of
brand identity on consumer behaviour (Hy-
pothesis 4).
e Hypothesis H4. The misidentification of
brand identity by country of origin has
a direct impact on the orientation of
Russian consumers towards pseudo-local
brands.
In the next part of the study, the hypoth-
eses will be tested on the basis of the col-
lected database.

METHODOLOGY

Data collection

The basic objective of this study is to deter-
mine the halo effect as the extent to which
Russian consumers perceive popular pseudo-
local FMCG brands from three countries —
USA, Germany and France. This study ex-
plores four categories of goods that consum-
ers purchase on a regular basis — food and
drinks, personal care products, household
products, and home appliances. To evaluate
the halo effect, the “Halo” construct was set
to comprise two main measures — country
image (the image of a country where the
brand is marketed, not manufactured) and
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Table 1

Halo effect measures

Country image

Internal product image

Variable Variable label

Variable

Variable label

Perceptions towards the extent
of dynamics and successful
development

halol _develop

halo2_package |Perceptions towards attractiveness of

package

halol politics Perceptions towards internal

politics

halo2 quality

Perceptions towards product quality

halol_economy |Perceptions towards Russian
economy

halo2 compos

Perceptions towards the product
composition

halol livestand |Perceptions towards local living

halo2_prestige |Opinion on perceived level of prestige

standards

halol_tech Perceptions towards halo2_reput Opinion on perceived level of
technological advancement reputation

halol_protect Perceptions towards public halo2 value Perceptions towards the value for

safety

money

product image, respectively. The certain
items that define these measures are pre-
sented below (see Table 1).

It is important to note that the layout of
the interview assumes the reverse coded ques-
tions next but one and propose both posi-
tively and negatively oriented assumptions
about the country and local products, to not
unwittingly skew respondents to either side
(purely patriotic or the opposite). Hence, this
guaranteed the candidness during the survey-
ing process, and prevented subconscious
bias among respondents when they were an-
swering the interview questions.

Misidentification towards pseudo-local
FMCG brands is defined as the extent to
which Russian consumers are aware of the
attribution of popular FMCG brands in above
mentioned categories. To determine this ex-
tent, consumers were provided with the set
of pictures that contained both local and
pseudo-local FMCG brands that are popular
in Russia and were asked to identify the
perceived country of origin out of four coun-
tries in the list — Russia, USA, France and
Germany. Based on the outcomes, the new
variables were computed for each of the prod-
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uct categories (see Table 2). These variables
are the awareness indices of Russian consum-
ers of true origin, which is determined by
the number of brands with correctly identi-
fied origins.

Table 2
Measures of attitudes

Variable Variable label

Awareness index of origin of
food and soft drinks

food _aware

Awareness index of origin of
personal care products

percare_aware

household_aware | Awareness index of origin of
household products

Awareness index of origin of
home appliances

homeap_aware

The attitudes of Russian consumers to-
wards pseudo-local FMCG brands were meas-
ured by the potential changes in the respond-
ents’ attitudes when they had recognized the
fact of misidentification. Hence, this part
of the survey is related to the prior part,
where respondents were attempting the iden-
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tify the true origin of the brands. However,
at further stage, consumers were provided
with the description that contained the au-
thentic information about the true origin
and asked to mark how the attitude towards
the brands would have been changed after-
ward, on three-point scale, where 1 — “no
impact on further buying intentions”, 2 —
“negative impact on further buying inten-
tions”, 3 — “positive impact on further buy-
ing intentions”. Finally, the variable names
are given in the Table 2.

The data collected for Consumer Research
part is fully quantitative and represents an-
swers to the questions from structured online
interviews with the target sample — ordinary
Russian FMCG consumers who tend to do
regular grocery shopping.

Data collection process included two basic
stages. The first stage was the survey where
respondents were asked to rate every given
statement on country and product images on
the scale from 1 to 4, where 1 stands for
“completely disagree with the statement”,
and 4 — “completely agree with the state-
ment”. The questionnaire consisted of
30 questions about brand image, country
image, respondent familiarity with the coun-
tries brands, their attitudes towards the
firm’s private brands and questions related
to customer’s awareness about brand manu-
facturing country. All items were assessed
using either Likert-type or semantic differ-
ential scales, both of which are considered
to provide interval-level data [Trochim, Don-
nelly, 2001].

In the literature, the halo effect is esti-
mated by comparing the attitudes of con-
sumers of a particular brand with their at-
titudes towards local values. For this pur-
pose, the questionnaire is converted into the
variables presented in Table 1. Data analy-
sis algorithms have been adopted in various
fields, such as customer segmentation [Zhu
et al., 2022], customer satisfaction [Xu,
2022], and customer loyalty [Hosseini, Male-
ki, Gholamian, 2010; Khoa et al., 2022].
When conducting the survey, the key ques-
tions were as follows.

1. How do you think brands from which
countries own the listed products (cus-
tomers evaluate pictures of selected food,
household chemicals, personal care prod-
ucts and household appliances brands)?

2. Please rate how much you like these prod-
ucts on a scale of 1 to 4, where 1 is “to-
tally disliked” and 4 is “really like”.

3. Suppose you are looking at some of the
following products. You have always be-
lieved the goods are Russian, but in fact
they are from a foreign company. Assess
to what extent this would change your
attitude to these goods, on a scale from
1 to 3, where 1 — “would not change”,
2 — “would change for the worse”, 3 —
“would change for the better”.

Of the 1 000 questionnaires distributed,
520 were returned; 105, however, were elim-
inated owing to incomplete data. The inter-
views were distributed online and controlled
to reach the optimal level of representative-
ness of the sample. At the confidence level
of 95%, using the maximum possible size
of the general population (the study covers
a relatively large scale, the country level,
therefore, the maximum size of the general
population is assumed). Hence, the minimum
sample size required for this study is 384 peo-
ple. As the sample contains 415 unique ob-
servations that belong to each individual
respondent, the sample can be considered
representative.

Therefore, a total of 415 usable question-
naires and structured interview protocols
were completed, for an effective response
rate of 42%. 66 % of respondents were fe-
males and 33% males; 21% were young
(18-21), 24% aged 55 and more, 55% of
other categories between 21 and 55.

The paper surveyed consumer reactions
to the following brands owned by foreign
holdings: Coca-Cola HBC, Danone and Pep-
siCo. For example, the food production in-
dustry is represented by the following brands:
Agusha, Chudo, Domik v derevne, Vesely
Molochnik and Lyubimy juices, Fruktovyi
Sad, Ya, Russkiy Dar kvass and Chudo Ya-
goda drink, Dobry and Moya Semya. Out of

PXXM 20 (4): 546-565 (2022)



554

V. V. Nazarova, I. Yu. Churakova, B.N. Kurilov, D. D. Titova

413 respondents determined that the brand
belongs to a foreign brand: in the food sec-
tor — 41% (4,8% found it difficult to an-
swer), in household chemicals sector — 60 %
(4% found it difficult to answer), personal
care products — 57% (3% found it difficult
to answer), household appliances — 80%
(10% found it difficult to answer).

Each set of the interview questions meas-
ured different constructs that were further
used for building mathematical models and
represented the system of relationships to
find an answer to the research question. Since
PCA is sensitive to the range of the variables,
all variables included in the solution were
standardised prior to modelling [Holland,
2019]. In accordance with our theoretical
framework, these are the Halo Effect, Misi-
dentification towards pseudo-local brand
identity, and Attitudes towards pseudo-local
brands. The proposed rating scale digitises
the verbal characteristics of the products,

Halo effect measures

avoids unwarranted variation in responses
and leads respondents to a clear choice of
attitude towards the product.

Sample descriptive statistics

Sample descriptive statistics for the main
indicators could help to analyse the initial
raw variables statistics. Highest scores mean
a rather positive attitude towards the
component of Halo effect. All scores above
the theoretical mean equal to two, we can
interpret as the respondents at least agree
with the statement. The lowest scores belong
to the perception of politics and national
economy, the highest are associated with the
perception of living standards, reputation
and prestige. Halo effect measures descriptive
statistics are presented in Table 3.
Awareness’ scores show that the level of
correct recognition is above the theoretical
mean, customers are aware of personal care

Table 3

descriptive statistics

Country image Internal product image
Variable Mean Standard deviation Variable Mean Standard deviation
halol develop 2.01 0.79 halo2 package 2.50 0.73
halol _politics 1.95 0.84 halo2_quality 2.00 0.60
halol _economy 1.81 0.79 halo2 _compos 2.54 0.77
halol _livestand 3.04 0.84 halo2_prestige 2.83 0.79
halol_tech 2.60 0.80 halo2_reput 2.92 0.61
halol _protect 2.88 2.80 halo2_value 2.26 0.80
Table 4
Measures of attitudes descriptive statistics
Variable Mean Standard deviation
food_aware 2.56 0.78
percare_aware 3.39 0.73
household_aware 2.63 0.70
homeap aware 2.43 0.85
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brands, the score is close to 4, less known
are household products, food and drinks.
Measures of attitudes and descriptive statis-
tics are presented in Table 4.

As the main methodology for the con-
sumer part of the research which served as
a keynote for all of the stages of the research
design, the structural equation modelling
technique was utilised. Unlike simple regres-
sions that aim to account for the correlations
between the observations and are considered
single unified approaches to answering the
research questions.

MODELLING METHOD

As the theory, which is based on the essence
of the study and its research question, as-
sumes a qualitative interpretation of effects
as well as a quantitative assessment of caus-
al relationships between phenomena, struc-
tural models are the best method for analy-
sis. The author outlines that structural equa-
tion models are the most accurate method
for fairly complex and heterogeneous research
questions, involving the assessment of rela-
tionships between different and often not
directly related phenomena that are not easy
to measure, and because structural models
allow for multiple dependent variables, such
an assessment will be more revealing than
if it were conducted through regressions.
The methodology of structural equation
modelling is often complemented, and sev-
eral new branches of analysis can be found
in the literature. Most often, structural equa-
tions refer to structural covariance analysis
models, i.e., the analysis of the covariance
matrix of the variables rather than the var-
iables themselves. K.Yuan, W.Chan and
P.Bentler argue on whether it is a correct
approach to call structural equations a direct
causal model, despite the fact that they are
directly related to the construction of rela-
tionships between variables [Yuan, Chan,
Bentler, 1997]. However, they note that in-
ferences about causal relationships should
be drawn from the theoretical model at the

heart of the study rather than being a default
statistical method. Since the present study
assumes such an exploratory design, conclu-
sions about causality between phenomena can
be validated.

The classic element of the structural equa-
tion method is path analysis using latent
variables [Iversen, Hem, 2011]. Such vari-
ables refer to complex factors that are dif-
ficult to measure directly — happiness, in-
telligence, trust, including attitudes to
various phenomena. Such phenomena are
particularly interesting to analyse, because
it is possible to build various variations of
hypotheses to test such phenomena, based
on the results of prior studies [Pearl, 2000].
It is accepted that latent variables can be
defined as factors lying at a subconscious
level, but they cannot be directly observed
and quantified. This is why the structural
equation method is very well known to sci-
ence and has a certain popularity among
scientists, as it allows a variety of approach-
es to measure difficult-to-observe concepts.
One of the most widely used approaches is
the direct construction of structural equa-
tions and their visualisation by means of
graphical path analysis.

Principal component analysis (PCA) ex-
tracts three significant components. Our
theoretical framework implies examination
of three aspects — strength of halo effect
among domestic consumers, misidentification
towards pseudo-local brand identity, and at-
titudes towards pseudo-local brands. There-
fore, it was decided to extract these three
components at the initial stage to see what
variables the software would suggest (see
Table 5).

So far, it was observed that 415 observa-
tions are well measured by first three un-
derlying constructs (components) and certain
factors that were aligned with and measured
respective items were examined. At this stage
of analysis, it was also possible to answer
the second validity-related research question
and to observe which variables were signif-
icant for the specified component. Appar-
ently, the variables that are measured by the
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Table 5
Total variance explained*
Initial eigenvalues Extraction sufn of squared Rotation sun'l of squared
loadings loadings
Factor
Total v:fia(l)lf(.:e Cumt’zative Total v;fiafli;e C“mtl/:ative Total v:fia?lt;:e Cumt’zative
1 4.245 | 26.534 26.534 4.245 | 26.534 26.534 3.567 | 22.295 22.295
2 3.039 | 18.991 45.525 3.039 | 18.991 45.525 3.042 | 19.010 41.305
3 1.742 10.887 56.412 1.742 | 10.887 56.412 2.417 | 15.107 56.410
Note: * — extraction method — principal component analysis.
Table 6
PCA final solution with the quality indicator (Lambda)
Construct Variable Lambda
Halo halol_develop 0.65
halol _politics 0.79
halol _economy 0.78
halo2_package 0.65
halo2_quality 0.78
halo2 _compos 0.78
Misidentification food_aware 0.78
percare_aware 0.77
household _aware 0.66
homeap aware 0.78
Attitudes food_atchange 0.89
percare_atchange 0.89
household_atchange 0.89
homeap atchange 0.88

first component relate to the estimation of
halo effect among Russian consumers. The
second and third components are measured
by groups of variables that represent atti-
tudes towards pseudo-local brands and mis-
identification towards pseudo-local brands,
respectively. The reliability of PCA con-
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structs was shown to be adequate (see Table
6), as lambda coefficients are close to the
recommended threshold which is 0.7.
When modelling structural equations, a
multivariate regularity check is advised to
be conducted to ensure that the model gives
the most accurate results. There are several
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ways to test for multivariate normality of
the data distribution, including quantile
analysis or probability plots. According to
[Kaimi, 2015], the independent variables in
a regression equation can be represented by
points in a multivariate space (one point for
each observation). A central point (midpoint)
can be constructed in this space. The Ma-
halanobis distance is defined as the distance
between the observation point and the cen-
troid in a multidimensional space defined by
correlated (non-orthogonal) independent
variables.

As defined earlier, the analysis is outlier-
sensitive, therefore the Mahalanobis test was
conducted to define outstanding combinations
of variables. Our dataset contains two values
that violate this assumption of equal vari-
ance, and these estimates are therefore ex-
tracted from this study (see Table 7).

Table 7
Detecting multivariate outliers

ID | MAH_1 (Mahalanobis distance) | p-value

32 38.85762 0.00038

258 38.85762 0.00038

According to [Grewal, Cote, Baumgartner,
2004], the multicollinearity is the data prob-
lem which negatively affects the final results
because of biased R-squared coefficient and
skewed influence of the observed variables
in the regression. In cases when highly cor-
related observed variables are assumed, the
authors suggest analysing the residuals when
defining the model. This can be achieved
through the consideration of the saturated
model, which involves all possible linkages
(both effects and covariances) in the model.
The saturated model will be examined later
in this analysis.

An estimation of the assumptions for the
analysis indicates that multicollinearity is
within the normal range (total VIF of the
model is 2.073), there is also no autocorrela-
tion of the residuals (autocorrelation coef-
ficient is 0.01).

Model Identification represents the test
for particular assumptions to get the unique
solution for each free parameter that is
specified in the model from the prior step.
Model Identification works upon a certain
condition that the number of free parameters
q must be equal to or less than the number
of non-reduced elements in the sample co-
variance matrix. The obtained number of
degrees of freedom is 87, which means that
the model is over-identified.

One of the assumptions of structural equa-
tion modelling is that the indicators of a
scalar unidimensional measures of one con-
struct. First, the Halo estimation is being
conducted and all variables within this con-
struct are unidimensionales and constrained
in the original model. However, the same
cannot be applied to the rest two construct —
Misidentification and Attitudes. The most
important indicator of fit is the goodness of
fit index (GFI), which demonstrate a good
level of fit. Finally, the constructs in the
original model look reliable, unidimensionales
and constrained (see Table 8).

To confirm the extracted components and
their validity, a confirmatory factor analysis
is conducted with the knowledge on how many
factors in fact exist or which variables belong
to which of the constructs. In fact, there are
two different validities that should be test-
ed under assumption of structural equation
modelling:

e convergent validity, which measures if
the items load up well under the constructs;

e discriminant validity is assumed to answer
the question if constructs measure
different phenomena.

The distinctive feature of this analysis is
that the factors are derived from the theory,
not a statistical model. Confirmatory factor
analysis is applied to test the extent to which
construct or factor. It is applied to test the
extent to which a researcher’s a-priori, that
means beforehand, what knowledge he had,
and the theoretical pattern of factor loadings
on the pre-specified constructs represents
the actual data. Figure 2 shows the graphi-
cally represented theoretical model.
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Table 8
Goodness of fit of the constructs
Construct RMR GFI AGFI PFFI
Halo
Default model 0.039 0.933 0.845 0.400
Saturated model 0.000 1.000
Independence model 0.198 0.572 0.401 0.408
Attitudes
Default model 0.004 0.999 0.994 0.200
Saturated model 0.000 1.000
Independence model 0.343 0.428 0.047 0.257
Misidentification

Default model 0.011 0.993 0.964 0.199
Saturated model 0.000 1.000
Independence model 0.167 0.616 0.360 0.370

Notes: RMR — Root mean square residual; GFI — Goodness of fit index; AGFI — Adjusted goodness of

fit index; PFFI — Parsimony goodness of fit index.
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Fig. 2. Original model
Note: the number near the arrow shows the number
of interactions.
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To establish the convergent validity of
the model, the average variance extracted
(AVE) statistics test is commonly applied.
One more indicator needed for proving the
convergent validity is the composite reliabil-
ity (CR). The standardised regression weights
were used in the final computations that
were utilised in Microsoft Excel using an
interactive calculator of AVE and CR. To
establish the discriminant validity of the
model, the squared correlations and com-
puted AVE scores for each of the pairwise
constructs were compared. It implies obtain-
ing the correlations between all of the meas-
ured constructs. Final results are indicated
in Tables 9, 10, demonstrating an adequate
convergent validity of the model.

The model is evaluated with a multivari-
ate regression (Table 11). The halo effect on
misidentification has revealed statistical sig-
nificance on the confidence level of 95%.

In our theoretical model, Misidentification
serves as a mediator between Halo and At-
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Table 9
Model convergent validity
Indicator Halo Misidentification Attitudes

AVE 0.535 0.534 0.670

CR 0.866 0.771 0.890

Convergent Validity Established Established Established

Table 10
Discriminant validity
Indicator Factor Correlation AVE,AVE, Discriminant
correlation squared AVEs > r? validity
Halo > Attitudes —0.008 0.000064 0.535 0.670 | Established
Halo > Misidentification -0.418 0.174724 0.535 0.534 | Established
Misidentification > Attitudes 0.077 0.005929 0.534 0.670 |Established
Table 11
Results of a multivariate regression
Effect Estimate S.E. C.R. p-value Result I-:thot(l:;zis

Halo > gender -0.077 0.087 -0.887 0.375 No significance Rejected
Halo > age 0.146 0.074 1.978 0.000%*%* Significance Accepted
Halo > edu -0.183 0.075 —2.449 0.014%* No significance Rejected
Attitudes > Halo 0.041 0.052 0.794 0.427 No significance Rejected
Misid > Halo 0.318 0.049 6.477 0.000%%* Significance Accepted
Misid > Attitudes 0.017 0.056 0.295 0.768 No significance Rejected

Notes: S.E. — standard error of the estimate, indicates the error of the coefficient estimate; *** — coefficients

are significant at 1% level, ** — coefficients are significant at 5% level.

titudes. The final outcome of this analysis
is the obtained z-score which tests the me-
diating effects. The computed Z-score belongs
to the interval of negative 1.96 and positive
1.96 (on 95 % level of confidence). It means
that the data moves on negative 0.318 stand-
ard deviations above the mean, representing
no statistical significance of Misidentification
as a mediator, and Halo affects Attitudes in
a direct way.

RESULTS

The first hypothesis suggested that the de-
mographic attributes of Russian consumers
could predict the halo effect. As consumer
demographics included three variables — age,
gender and the level of education, this hy-
pothesis was only partially accepted. The
results of statistical tests demonstrated that
only age has a positive statistically significant
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influence on halo effect. Hence, the hypoth-
esis is accepted — it was proved that the
older the age of Russian consumers, the
greater the strength of the occurred halo
effect. In their research, H.Larose and
L.Standing suggested the contradictory find-
ings that the halo effect was observed in the
whole people’s lifespan, from young people
to elderly [Larose, Standing, 1998]. A study
conducted by G.Gabrieli, A.Lee, P.Setoh and
G.Esposito has shown that the halo effect
is strongly influenced by the increase in peo-
ple’s age, but at the same time halo has no
significant association with gender, which
is supported by the results of this study [Ga-
brieli, Lee, Setoh, Esposito, 2021]. Previous
research shows that demographic factors have
a significant impact on consumer purchasing
decisions (gender, income and education lev-
els) [Puska, Stojanovic, Sadi¢, 2018]. It is
logical to assume that the halo effect is re-
lated to demographic factors, as it is an el-
ement of decision-making. Indeed, there are
a lack of relevant studies that examine the
strength of the relationship between the
halo effect and the level of education, which
may serve as a contribution for further re-
search.

The second hypothesis presumed that the
misidentification of pseudo-local FMCG brand
identities determined the halo effect among
Russian consumers. Indeed, the hypothesis
was also accepted, as the results demonstrat-
ed a positive relationship between these terms,
meaning that the stronger the halo effect,
the stronger the misclassification of pseudo-
local brand identities. The results of the study
coincided with evidence obtained by [Sulhaini,
Rinuastuti, Sakti, 2019], who have stated
that the halo effect from brands of industri-
alised Asian countries and misclassification
of brand identities among Indonesian consum-
ers are positively related. The evidence on
Russian consumers can be explained by the
greater extent of favorability of pseudo-local
FMCG brands (which is the strong indirect
evidence of halo effect), which produces a
substantial confusion among Russian consum-
ers as these brands are perceived as local.
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Interestingly, alongside with the overall
favorability of acculturated FMCG brands,
Russian consumers were shown to have rath-
er controversial associations with the coun-
try image. These inferences were made from
the assumptions on the extent of the overall
country development, technological advance-
ment, economic and political issues, and the
degree of safety. Even though negative views
are still preserved towards the issues of
politics and economy, the halo effect does
not mean extrapolating positive experiences
about the country’s image to all possible ar-
eas, and therefore, it should not be denied
that the results may differ significantly de-
pending on the initially established assump-
tions.

As discussed in the Literature review,
consumer behaviour is often influenced by
and associated with country-of-origin effects
[Sulaiti, Baker, 1998]. This study suggested
the relationship between the country-of-ori-
gin effects towards extent of development,
politics and economy of the observed country,
and the halo effect towards the brands that
were perceived to be domestic. Hence, given
the perceived negative country image, Rus-
sian consumers were found to extrapolate a
positive attitude towards local brands and
locally produced FMCG products, because of
strongly positive internal images of local
products, which were driven by the overall
product quality, attractiveness of package
and good composition. Finally, given the
negative country image in terms of country
development, the economy and politics, Rus-
sian consumers reckon that local FMCG
brands are strong and reputable. Besides,
this would explain the third and fourth hy-
potheses which expected that halo effect,
together with misidentification of pseudo-
local brand identities, could impact the final
orientation (attitudes) of Russian consumers
towards pseudo-local FMCG brands, but these
paths were not statistically significant in
this research. Hence, despite the pinpoint
evidence was presented, the strength of the
relationships cannot be stated.
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A limitation of this study was the lack
of information on the actual consumption of
the products used in the study by consumers.
The authors acknowledge that this informa-
tion should be considered in future studies.
This study investigated the impact of the
brand affiliation information obtained on the
willingness to consume these brands in the
future. Change in the consumers’ behav-
ioural pattern score is sufficient (6/10 points)
is based on the following facts: (1) consum-
ers are likely to think otherwise if they are
informed about the brand’s true origin; (2) it
is possible to increase loyalty to and trust
in foreign production, but not for all prod-
uct categories; (3) changes in behavioural
patterns depend directly on the generation
consumer belongs to, as well as product cat-
egories.

As areas for future research, the authors
point to the need to use multivariate analy-
sis, including changes in consumer loyalty
to pseudo-domestic brands due to sanctions
policy and exchange rate fluctuations. Con-
sumers may refuse to purchase brand prod-
ucts due to negative policies towards the
Russian economy. Additionally, the study
can be expanded by analysing the share of
foreign holdings in each of the markets stud-
ied. For example, in pharmaceuticals and
hygiene products, foreign holdings hold more
than 80 %, as Russian brands are under pres-
sure from international corporations.

CONCLUSIONS

The research shows, that Russian consumers
are affected by a halo effect (in relation to
a certain set of assumptions) of pseudo-local
FMCG brands, since they prefer either local
brands or brands that are perceived as local
and express positive emotions (associations)
in relation to the image of the country where
these brands are present. This implies that
Russian consumers believe that their country
successfully realises public safety, is not
technology backwards, and it fulfils its rights
towards social welfare issues. In fact, the

assumptions on more controversial issues,
such as economy, internal politics, living
standards etc. are also considered, and in
relation to these aspects Russian consumers
are found to express rather negative views.
Finally, the positive experiences associated
with pseudo-local brands are proved to be
extrapolated on a certain number of above-
mentioned aspects in relation to the country
image, which is an underlying assumption
for the halo effect. Therefore, this certain
evidence may serve as a cue for further stud-
ies on Russian consumer culture, to obtain
diverse and more complex findings. The con-
cept of this research is not limited in scope
and can be further applied in any industry
or business cluster. Besides, the framework
could be particularly interesting not only in
mass consumption, but also in a luxury in-
dustry or premium product or brand seg-
ments, where buying culture is different from
an average consumer. Hence, if this assump-
tion is considered in future research, it may
deliver different results.

The research helps to identify the system
of relationships that could explain the con-
sumers’ subjective orientation towards pseu-
do-local FMCG brands. As not all the hy-
pothesised paths are supported by the data,
the significant relationships on consumers’
attitudes are identified. Indeed, the halo ef-
fect from pseudo-local FMCG brands may be
predicted by age, which could be explained
by the greater extent of brand preference
among older consumers, which is a conse-
quence of a greater number and frequency
of a grocery shopping experience. Besides,
the halo effect positively influences the de-
gree of misidentification of FMCG brands
by country of origin, which may stand for
lack of awareness on marketing manipulation
and strategic approach to growing sales by
an elaborated adaptation to various localities.

In fact, attitudes are a controversial phe-
nomenon in nature. Attitudes can be positive
in some aspects (Russian products are GMO-
free) and negative in others (Japanese and
German cars are better than domestic). Fi-
nally, the obtained findings are rather in-

PXXM 20 (4): 546-565 (2022)



562

V. V. Nazarova, . Yu. Churakova, B. N. Kurilov, D. D. Titova

teresting: Russian consumers think that the
local economy is experiencing a downward
trend, they still purchase the locally produced
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Ilosedenue nompebumeneii 6 OMHOULEHUU POCCULCKUX OpeH006 UWHOCMPAHHBLX KOM-
nanuii FMCG

B.B.Hasaposea, H.I0.9ypaxosa, B.H.Kypunos, [J./1.Tumosea

Came-Hemep6ypzcrcaﬂ WKOLA IKOHOMUKU U MeHedH MeHma, HGMUOHaﬂbeLﬁ uccedosamenvbCKuil
YHUsBepcumem «Bvlicuwas wkona sxkoHomuru», Poccus

ITeas» mccraemoBaHUA: M3yUeHUE CYIIECTBYIOIUX TEOPETUUYECKUX KOHIIEMINM, KOTOPbIe MOTYT 00h-
SACHUTDH TMOBEJEHUYECKYI0 PEeaKIIUi0 TOTpebuTesell B OTHOIIEHUM PA3JIUUYHBIX KPOCC-KATETOPUHHBIX
O6peHmOB (OBICTPO O00OPAUYMBAEMBIX IMOTPEOUTEIHLCKUX TOBAPOB), COCTABJIAIONINX IMOPTHean OpPeHIOB
MexRayHapoaHbIX Kopmopanuit FMCG. 9Tu moHATHA BKJIOUYAIOT 3(G(EeKTh opeosa, CTPAHbI IIPOUC-
X0:KAeHA. MeTOmoJIOTHS MCCIeTOBAHUA: B paboTe ITOCTPOeHa SKOHOMETPUYEeCKAas MOMesb, IIO3BO-
JISIOINAA YCTAaHOBUTDL, Kakume (haKTOPHI OMPENessioT BhIOOP moTpebuTeseii. JlaHHbIe MCCIeTOBAHUSI
coOpaHbl ITOCPEICTBOM CTPYKTYPUPOBAHHBIX OHJIAMH-WHTEPBBIO C IIOTPEOUTENIAMU TOBAPOB IIOBCE[T-
HEBHOTO CIIPOCa, MPOAHAJIM3WUPOBAHBI U WHTEPIPETUPOBAHBLI C IIOMOIIBIO CTATHUCTHUUECKOTO MeTona
MOJIeJIMPOBAHUA CTPYKTYPHBIX YpaBHeHUI. Pe3yabTaThl MCCIETOBAHUA: WCCIEIOBAHNE TTOKA3LIBAET,
YTO POCCUMUCKUI TOTPEOUTENb HCHBITBIBAeT 3(h(deKT opeosia orT mceBmomecTHBIX OpeHmoB FMCG.
Kpowme Toro, mpoieMOHCTPUPOBAHO, YTO 9TO KOTHUTUBHOE MCKAMKEeHUe TOJIOKUTEIBHO CBA3AHO C BO3-
pactom moTpebuTesieii. SHAYUT, MOMKUIbIE TTOTPEOUTENM GOJIBINIE TOABEPTAIOTCA BO3AEHCTBUIO 9 (heK-
Ta opeosia. Ha HempaBuiabHYI0 neHTu@uramnmuio opeagos FMCG 1mo cTpane IPOUCXOMKICHNIS HaIP-
MYIO BJIUAET BOSHUKHOBEHUE d(h(eKTa opeosia cpeiu OTeUeCTBEHHBIX IToTpeduTeseii. OpUrnHAJIBLHOCTD
M BKJAJ aBTOPOB: KCCJEJOBAHNE MOMOTAeT BBIABUTH CHUCTEMY OTHOINIEHHWM, KOTOpas MOTJia OBl
00BSCHUTL CYyO'BEeKTUBHYIO OPHEHTAIIUI0 IMOTPeOuTe el Ha IIceBaoJIoKaIbHbIe OpeHasl FMCG.

Kaniouesvle cno6a: ToBaphl IIOBCEIHEBHOTO CIPOca, 3(PMEKT opeosa, ICeBA0JOKAIbHBIE OPeHIbI, IIPeJ-
ybe)KkIeHre «MHOCTPAHHOE — MECTHOEe», 3(PMEeKT CTPAHbI MPOUCXOMKICHUSI.

For citation: Nazarova V.V., Churakova I.Yu., Kurilov B.N., Titova D.D. 2022. Consumer
behaviour towards Russian brands of foreign FMCG companies. Russian Management Journal
20 (4): 546-565. https://doi.org/10.21638/spbul8.2022.405
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