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ABSTRACT

Purpose: This study aims to develop a model in order to understand
how Chinese companies strategically position their brands,
considering the causes of the country of origin (COO) effect, when
going through the internationalization process
Design/methodology/approach: The study presents a qualitative
case study that incorporates two Chinese companies with
subsidiaries in Brazil. It was conducted through in depth interviews
with different members of the studied firms.

Findings: a model was developed that explains the positive and/or
negative effect of general attributes of China (labor market,
institution framework and education) on the brand positioning
drivers (value preposition, leverage points, primary target and
image reinforcement), which influence the cost-benefit strategy of
the brands when positioning internationally.

Research limitations/implications: Considering that this research is

a qualitative study of two Chinese companies, further qualitative
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and quantitative studies are required to validate the proposed
model.

Originality/value: In order to contribute to the academic field, this
research presents a unique model considering different causes of
the COO effect that might affect the international branding

positioning of companies.

KEY-WORDS: brand positioning, country-of-origin, Chinese

companies, general attributes, COO effects.

FUTURE STUDIES RESEARCH JOURNAL ISSN 2175-5825 SAo PAULO, V.8, N.3, P. 200 — 226, SET/DEZ 2016



THE COO EFFECT IN THE INTERNATIONAL BRAND POSITIONING STRATEGY

1 INTRODUCTION

The brand positioning is an effective strategy when a company chooses
to internationalize (Keller, 1993). It determines the place that a brand will
occupy within the global market, therefore creating a different consumer’s
perception, enhancing and strengthening the competitiveness toward other
brands (Sternthal and Tybout, 2002). Consequently, delivering the brand
benefits to the consumer and defining the type of segment to be targeted
(Hassan & Craft, 2002; Blankson et al. 2014).

However, due to the globalization phenomenon, companies expand
their presence throughout a range of countries. The consumers are more
sensitive to the increasing number of international products available in their
daily-lives (Essoussi & Merunka, 2007). Simultaneously, the awareness of
country-of-origin (COO) also grows and raises several questions in academic
and business researches (Johansson, Douglas & Nonaka, 1985; Essoussi &
Merunka, 2007; Jalkala & Kerdnen, 2014).

COO has influence on consumers’ product perception and their
purchasing decisions, sustaining their effects through several perspectives
(Schooler, 1965; Samiee, 1994; Peterson & Joilbert, 1995; Lerman &
Kabadayi, 2010; Touzani, Fatma & Meriem, 2015). These perspectives can
be lead to causes concerning the general attributes of the country (GCA)
(Parameswaran & Pisharodi, 1994; Stevens & Dykes, 2013). GCA might
influence the COO effect and consequently the customers’ perception on
product’s evaluation, specially in less developed countries (Bilkey & Nes,
1982). Zhang (1997) raises the importance for firms to understand the COO
effect, in order to adopt effective strategies when marketing the product in a
global scale. To settle a brand positioning in a market, different drivers might
be taken into consideration (Aaker, 1996), in which Keller (1993) explains
that the COO might affect these components.

There are different reasons for Chinese companies to enter into foreign
markets, such as the country’s financial situation, the national strategy, the
political features of the national government, the the host country’s market

access and the need for global capability in the market (Shenkar, 2009).

FUTURE STUDIES RESEARCH JOURNAL ISSN 2175-5825 SAo PAuLO, v.8,N.3, P. 200 — 226, SET/DEZ 2016


http://www.emeraldinsight.com/action/doSearch?ContribStored=Blankson%2C+C
http://www.emeraldinsight.com/action/doSearch?ContribStored=Maarit+Jalkala%2C+A
http://www.emeraldinsight.com/action/doSearch?ContribStored=Ker%C3%A4nen%2C+J
http://www.emeraldinsight.com/action/doSearch?ContribStored=Touzani%2C+M
http://www.emeraldinsight.com/action/doSearch?ContribStored=Fatma%2C+S
http://www.emeraldinsight.com/action/doSearch?ContribStored=Mouna+Meriem%2C+L

BARBARA KOBUSZEWSKI VOLLES, MARIANNE HOELTGEBAUM, HALISSA ODEBRECHT DA SILVA AND NAVID
GHANNAD

Among emerging markets, Brazil is the second-largest destination for FDI
flows, after China, and the largest destination in Latin America, which leads
the country to gain prominence in the world by being one of the most
important emerging economies (UNCTAD, 2014). Therefore, China has
become one of Brazil's most important economic partners (Cardoso, 2013;
Mendes, 2013; Guilhon-Albuquerque, 2014).

Chinese companies have been developing their brands year by year,
conquering place in foreign markets (Prange, 2012). When exporting to
emerging economies, Chinese offer products with low brand value at low
prices for consumers that are acquiring purchasing power in the market
(Schept, 2014). On the contrary, to become large investors in the
international market, a number of Chinese firms are trying to change the
image of low-cost competitors to a global provider of valuable brands
(Schept, 2014). Pecothich and Ward (2007) complement that developed
countries such as Japan, Germany and the USA are associated with high
quality products whereas newly developing nations such as Korea, China and

the Philippines are associated with poor quality products.

Different studies indeed suggest that COO image exerts significant
influence on cars’ purchase intention (Haubl, 1996; Wang & Yang, 2008;
Fetscherin & Toncar, 2009). Thus, COO really also influences consumer
purchase intention towards mobile phones brand from China (Yunus & Rashid,
2016). However, the studies did not present a model explaining the positive
and negative effects of brand positioning and the COO effect. Therefore, the
aims of this study is to further explain with a model, how Chinese companies
strategically position their brands, considering the causes of the COO effect,

when going through the internationalization process.

2. LITERATURE REVIEW

This section reviews the findings from past research on brand
positioning strategy and the causes of the COO effect when firms decide to

internationalize.
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2.1 The brand positioning strategy

A brand can be recognized as a name, term, sign, symbol, design,
service, person or place that is able to add sustainable value competition or
sustainable differential advantage. Meaning that, customers might privilege
a brand over a competitor “s brand (Doyle, 1990; Kotler 1997, De Chernatony
& McDonald, 1999).

To develop a brand value preposition in the market, the brand
positioning strategy increases the customer’s perception, gaining competitive
advantage and strengthening superiority or value over other brands (Aaker,
1996; Herrmann & Huber, 2000; Keller et al., 2002; Hassan & Craft, 2012).
Hence, companies have to identify their brand capabilities in order to become
a potential source of competitive advantage and build a strong brand
positioning around their own capabilities (Beverland, 2007; Jalkala &
Keranen, 2014).

Aaker (1996) created different drivers that might be taken into
consideration, when positioning a brand strategically: the brand identity, the
target audience, the brand communication, and the competitive advantage

strategy.

The brand identity provides purpose, direction and meaning for the
brand, being a central concept to build a strong brand (Aaker, 1996; Sagar,
Khandelwal, Mittal & Singh, 2011). The companies’ organizational culture
influences the corporate brand’s value, which is described as the organization
unique logo and staff commitment, aligning their values with the desired
brand value (De Chernatony, 1999; McCormack & Cagan, 2003). Aaker,
(1996) states that the brand identity is composed of the core identity, the
leverage points and the value preposition. The core identity is described as
the central value of the organization, the values that summarize the brand
and the values that are experienced by the customers (Aaker, 1996; Urde,
2003). The leverage points are described as a brand which creates benefits
in @ new category (Tauber, 1993; Aaker, 1996). The value proposition is
described as a key benefit to the customer, often driving the brand-customer
relationship, and it can be used to determine the brand position (Aaker, 1996;
Aaker et al., 2013).

FUTURE STUDIES RESEARCH JOURNAL ISSN 2175-5825 SAo PAuLO, v.8,N.3, P. 200 - 226, SET/DEZ 2016



BARBARA KOBUSZEWSKI VOLLES, MARIANNE HOELTGEBAUM, HALISSA ODEBRECHT DA SILVA AND NAVID
GHANNAD

The target audience is responsible to mold consumer’s preferences
toward the brand attribute or the brand itself, leading to a determined target
brand (Ghosh & Chakraborty, 2004). Aaker (1996) points the target as
primary and secondary. To define a target audience, it is necessary to
segment the market, which is composed of potential buyers who have
interest, income and access to the product or service; and are a potential
group of consumers with similar needs and behavior patterns (Keller et al.,
2008).

The actively communication is a process that the product features and
attributes, as well as the emotional aspects service; communications with the
brand’s personality and the brand’s identity to the customer. The main goal
is strength or chang the brand’s image or even achieve a positive reputation
(Keller, 1993; Aaker, 1996; Herrmann & Huber, 2000; Ingenhoff & Fuhrer,
2010). The communication is an important instrument used in the brand’s
position, divided in three categories: to augment the image, whether a
dimension needs to be added or strengthened in the brand’s image; to
reinforce the image, whether the perception of the brand is consistent and
strong; and to diffuse the image, if the brand’s image is inconsistent with the
brand’s identity (Aaker, 1996).

The competitive advantage aims to distinguish the brand from the
competitors, creating a financial strength, customer’s reluctance against
other brands and the exploitation of the brand’s superiority. It is responsible
to create a strong position ensuring that the brand occupies an exclusive
position in the market and in the consumers’ mind (Doyle, 1990; Aaker,1996;
Herrmann & Huber, 2000). To ensure a proper brand position, it is necessary
to identify both, the points of parity and points of superiority of the brand
regarding its competitors (Keller et al., 2002; Keller et al., 2008). For a
successful brand positioning, the positive unique associations that
differentiate a brand from its competitors are fundamental, known as points
of difference in consumers’ mind (Keller et al., 2002; Keller et al., 2008).

Concerning this, Keller (1993) points out that a brand might have

different associations regarding its capabilities and benefits. However, one of

the interferingassociations is the country-of-origin (COQO).
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2.2 The Causes of the Coo Effect

The first study giving interest for the COO to the academic research
was Schooler (1965), whose findings affirmed that identical products were
evaluated differently by consumers. Complementing Samiee (1994), Zhang
(1997), Gurhan-Canli and Maheswaran(2000), Kabadayi and Lerman (2010),
point that the COO influence the consumer’s perception about a product and
this evaluation depends on the customer’ sensitivity, since the more familiar
customers are with the product, the more sensitive to COO they become
(Johansson, 1989; Loussiaef, 2001).

This COO sensitiveness leads to different COO effects confirming the
theories that the consumers demonstrate a preference for some specific
country brands. Though, the place of origin is an important influencer of
consumer’s evaluation and related decisions (Samiee, 1994; Gurhan-Canli &
Maheswaran, 2000). In this regard, the positioning of a brand relies on
identifying an ideal location of a product in the consumers’ mind, suggesting
exactly what the brand is, what it offers and for whom it is (Doyle, 1990;
Berry, 2000; Hansen & Singh, 2008). Indeed, maximizing potential benefits
to the firm regarding its competitors (Keller & Lehmann, 2006; Kotler &
Pfoertsch, 2007; Keller et al., 2008). It means that brand positioning is
related to how the company intends to have the brand perceived by the target
customer, adding both real and objective or abstract and emotional attributes
(Doyle, 1990; Novak & Lyman, 1998; Fuchs & Diamantopoulos, 2010).

The target perception is influenced by different COO effects creating
variables that influence the consumer’s behavior towards a product
(Bannister & Saunders, 1978). Those variables are related to many different
causes of COO effects such as: economic and political maturity, historical
events and their relationship, tradition, industrialization, degree of
technological virtuosity, country policies, international practices, and actions
of the same country (Bannister & Saunders, 1978; Samiee, 1994; Leonidou
et al. 2007).

The influence perception of a determined product in a given country
might be caused by different facets. The general product attributes (GPA) is

one of the facets that might influence the COO effect (Parameswaran &
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Pisharod, 1994). GCA comprisesthe productivity level of a country, such as:
the political system, the economic style, the culture, the educational level,
the technical skills and the standards of living (Parameswaran & Pisharodi,
1992; 1994; Almli et al., 2011; Lee & Lee, 2011; Schawab, 2013).
Considering these factors China’s institution framework, financial market,
Education, infrastructure, and labor market might be important COO

influencers (Rapoza, 2014).

China’s institution framework is represented by negative points
regarding corruption government, security issues, low levels of accountability
and ethical standards among business (Rapoza, 2014; Deutsche Bank, 2014).
Despite China leads the BRICS economies, according to the World Bank
(2013) China has a low voice and accountability (-1,58) regarding the
participation in selecting the government, expressing freedom and not having

a free media in the country; as well as a low corruption control (-0,35).

China’s financial market is undermined by a fragility of the banking
sector, by firms’ highly technological adoption and the population size . The
efficiency of its goods market is damaged by various entry barriers and
investment rules, which greatly limits competition (Rapoza, 2014; Deutsche
Bank, 2014). The World Bank (2013) shows that China has a low regulatory
quality (-0,31) regarding the ability of the government to implement sound
policies and regulations to the development of private sector in order to

stimulate the investments in the country.

China "s Education faces problems in its higher education system. This
happens mostly because of China’s low tertiary education enrollment, the
average teaching quality , and an apparent disconnection between
educational content and business needs (Rapoza, 2014; Deutsche Bank,
2014). Thus, according to the World Bank (2013) the government
effectiveness is low (-0,03), confirming a low quality of the public sector
regarding its incentives in education and independence from political

pressures.

China’s infrastructure has been receiving investments since 2001 in its
high-speed train lines, connecting most of the important urban hubs and
linking more than 90 percent of the cities (Ghiasy, Mothe & Pontemayor,

2013). This allocation of infrastructure has allowed China to maximize and
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explore its competitive advantages (Ghiasy et al., 2013; OxfordEconomics,
2014), even presenting a low government effectiveness (-0, 03) when
capturing the quality of public service, civil service and the independence

degree from political pressures (WorldBank, 2013).

China’s labor market with its efficiency, work’s automation and
mechanization, is prepared for an industrial shift towards cost management
for the upcoming years (Rapoza, 2014; AHK China, 2014). The service
industry is predicted to become China’s primary growth driver in the future
in order to create opportunities for local and foreign educational institutions,
such as offering specialized degrees and certification programs (Stanley &
Rittaca, 2013; AHK China, 2014). In addition, the regulatory quality of China
is low (-0, 31), which represents a low labor regulatory government
implementation (World Bank, 2013).

These causes may affect the product’s evaluation in a positive or a
negative way, depending on the country’s consumer’s (Yasin et al., 2007;
Baack et al., 2013). The stereotypes formed by consumers about products
will influence the behavior effect and the way it might be visualized in the
marketing strategy (Hooley et al., 1988; Cateora & Graham, 2013). These
stereotypes are identified as a brand personality, which might influence the
consumer’s perception and the decision making process (Wang and Yang,
2008; Fetscherin and Toncar, 2010).

Kabadayi and Lerman (2010) point that the COO effects may not
impact sales and the product’s evaluation , as it depends on the level and
type of trust that consumers have in the brand. However, the relation
between the name and the “made in” perception result in a negative
consumer’s attitude, which would always impact the amount of sales (Leclerc
et al., 1994). Although, some countries’ consumers may prefer products from
companies sharing their own national origin, this might not be faced as a

general tendency (Katsumata & Song, 2016).

2.3 The International Brand Positioning Strategy and the causes of
the Coo Effect
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In international markets, the consumer’s perception plays an important
role since the COO evaluates, in a worldwide level, the general image of its
own and of the competitor’s brand (Hooley et al., 1988), considering different
geographic markets (Wind, 1986; Schuiling & Kapferer, 2004; Hassan and
Craft, 2012; Douglas & Craig, 2013). In this scenario, the brands have to
globalize elements of the marketing strategy, which relies on specific benefits
and attributes that make the product unique. Therefore, it is important to
relieve the brand from performing a different value proposition to the global
target market and competitors (Ries and Trout, 1986; Douglas and Craig,
1995; Ries, 1996; Ghauri & Cateora, 2010; Baack et al., 2013).

In emerging countries the target market identifiesproducts from
developed countries/markets with superior quality. Similarly, products from
emerging countries/markets with the same or inferior quality are identified
with inferior quality (Kinra, 2006; Wang & Yang, 2008; Scharma, 2011).
Thus, Pecotish and Ward (2007) complement that consumers may prefer
domestic goods because of their familiarity and belief that it helps the national

economy and national pride.

Given the empirical evidence, Agrawal and Kamakura (1999) state that
firms from countries with better product-country image may be able to charge
superior prices. While firms with poor product country image, may offer
products with discount, leading to a competitive disadvantage over other
countries. The country image may evaluate the value of a perceived brand
due to the “"made in” terminology, meaning that the image of a brand is
similar to the image of a product when its home country is specified as the
“made in” country (Nebenzahl & Jaffe, 1997).

Based on the proposed conceptual background it is suggested the
preposition that the causes of the COO might affect positively and negatively
the brand positioning strategy.

2.4 Proposed Model

Considering the proposed preposition, in order to understand how the
brand positioning strategy is affected by positive and negative causes of the

COO effect when venturing internationally, it is presented a model that
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analyzes the causes of the COO, affecting the brand positioning drivers in a
positive and/or in a negative way, resulting in a brand positioning strategy

for the company.

Brand Positioning and the COO effect

Causes of the COO effect

Positive Negative

N A

Drivers

\|/
Strategy

Figure 1: Brand positioning and the COO effect framework

In figure 1 it is described the causes of the COO effect that might positively and/or negatively
affect the brand positioning drivers, leading to a brand strategy

3. METHODOLOGY

In line with the research questions, it was used a case study method
(Yin, 1984). It was carried out a case analysis of an automobile company
(Beta) and a telecommunication company (Alpha). It was chosenboth
companies because both of them supplied the criteria of being a Chinese
multinational company, settled with subsidiary in Brand and that have their

own brand.

Beta, which has as a line of vehicles focused to different segments of
automobile market, had its first export to the Bolivian market, in 1990 (Beta
a, 2014). Nowadays, the company is placed in over 100 countries around the
world and entered the Brazilian market in 2011 (ibid). Currently, the
Company has more than 50 stores around Brazil, becoming one of most
successful Chinese automakers brands in the country (Beta b, 2014).

Alpha is a global provider of telecommunications equipment and

network solutions, with operations in 160 countries, and entered in the
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Brazilian market in 2002. (Alpha, 2013). Nowadays, over 50% of the overall
operating revenue of Beta comes from the international market, and their
business focus is in major populous nations and mainstream global carriers
(alpha Corporation, 2013).

Therefore, a semi-structured interview built on the theoretical
background researched was conducted. Video-call conferences with four
different people, from the marketing management, responsible for the brand
in Brazil were interviewed. As a deductive method was used to shape this
study, the data were analyzed through a general analytic strategy, linking the

case study with the initial theoretical propositions.

Thus, also working from the ground up (when the data provide insight
of useful concepts, suggesting additional relationships) and the case
description, which organizes the case according to the chosen framework
(Yin, 2014). This project follows methodological rules for marketing research
and the methodology chapter provides a guidance to ensure that this research

provides the reliability and the validity necessary for the qualitative study.

4. ANALYSIS

After analyzing the companies’ data collection, the two companies were
described within the model, outlining a Chinese brand strategy considering
the COO effects as bellow:
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Brand Identity and the COO
Labor Market Institution framework Education
Positive and Negative Positive and Negative Positive and Negative
Value Preposition and Value Preposition and Leverage points
Leverage Points Leverage Points
Highlights and opposes the Highlights and opposes the Highlights and opposes the
COO effect creating the COO effect creating the COO effect creating the
cost-based strategy cost-based strategy cost-based strategy

Figure 2: Brand identity and the COO effect framework

In figure 2 it is described the causes of the COO effect on the brand identity that might
positively and/or negatively affect the brand’s positioning drivers, which are the value

preposition and leverage points, leading to a cost benefit brand strategy.

4.1 Brand Identity and the causes of the Positive and Negative Coo
Effect

The Alpha and Beta’s core identity are presented as the cost-benefit
and technology and innovation, being the main causes of the COO effect. For
Beta the influence effect is China’s labor market (World Bank, 2013; Rapoza,
2014; AHK China, 2014). On the other hand, for Alpha there is no strategy
influence. To deal with the COO Effect, Beta highlights the causes and its
strategy.

Beta’ leverage point is presented with standard car equipment for a
lower price among its category and the six years warranty. Being China’s
labor market and the Institution framework the main causes of the COO effect
(World Bank, 2013; Rapoza, 2014; AHK China, 2014; Deutsche Bank, 2014).
To deal with the COO Effect in its strategy, Beta highlights and creates the
strategy to oppose the negative effect of the COO. Alpha’s leverage point is

presented with a sub-brand created in the Brazilian market and with a range
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of family products, being the main causes of the COO effect China’s low
education (World Bank, 2013; Stanley & Rittaca, 2013; AHK China, 2014).
The family products strategy does not influence in any cause. However, the
sub-brand created is influenced. To deal with the causes of the COO Effect,
Alpha created the strategy in order to fulfill the lack of knowledge by the
headquarters in the Brazilian market, as having its main cause China’s low
education (World Bank, 2013; Stanley & Rittaca, 2013; AHK China, 2014).

Alpha and Beta value propositions are presented with the standard
equipment for lower price among the cars’ category, quality, price and
deliverable time. The main causes of the COO effect are represented by
China’s low labor market and institution framework (World Bank, 2013;
Rapoza, 2014; AHK China, 2014). In order to deal with the COO Effect, Beta
and Alpha highlight the COO effect and create the strategy to oppose the

negative effect.

Alpha and Beta present different perspectives in their brand identity
strategy; however, both companies are affected negatively by the causes of
the COO. These causes are connected to China’s labor market, institution
framework and the country’s level of education (Stanley & Rittaca, 2013;
World Bank, 2013; Rapoza, 2014; AHK China, 2014; Deutsche Bank, 2014).

Though, it leads the company to position their brands as cost-based.
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Target Audience and the COO effect Actively Communicated and the COO effect
Labor Market Labor Market
Positive Positive
Primary Reinforces the image

Highlights the COO effect Highlights the COO effect
creating the cost-based strategy creating the cost-based

Figure 3: Target audience and Actively Communicated and the COO Effect

In figure 3 it is described the causes of the COO effect on the target audience and on the
actively communicated variable that might positively and/or negatively affect the brand’s
positioning drivers, which are the primary target and the image reinforcement, leading to a
cost benefit brand strategy.

4.2 Target Audience and the causes of the Positive and Negative Coo
Effect

of Beta’s primary audience presents consumers with rational needs
and pattern behavior. On the other hand, Alpha’s consumers are in the area
of the telecommunication (B2B market). The main cause of the COO effect
for both, is China's Labor market (World Bank, 2013; Rapoza, 2014; AHK
China, 2014). In order to deal with the COO Effect, Beta and Alpha highlight
the COO effect in their strategy.

There is no secondary audience of Beta. However, Alpha is presented
as end-users which seek a cost-benefit relation when acquiring a
communication device (B2C market). The main cause of the COO effect is
China’s Labor market (World Bank, 2013; Rapoza, 2014; AHK China, 2014).
In order to deal with the COO Effect, Alpha highlights the COO effect in its
strategy.
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The target audience of both brands seeks for a cost-benefit relation
when purchasing the products, and that is why Beta and Alpha are positively
affected by the causes of the COO effect. The causes are connected with
China’s general attributes, since there is a linkage between the low cost of
the product and the low labor cost in China (World Bank, 2013; Rapoza, 2014;
AHK China, 2014). For this reason, both companies highlight the COO

attributes and attract consumers mainly because of the cost-based attribute.

4.3 Actively Communicated and the causes of the Positive and
Negative Coo Effect

Augmenting and diffusing the image for Beta and Alpha are not
applicable since both companies are reinforcing their image. Beta and Alpha
images’ reinforcement are presented with the cost benefit brand image. The
main causes of the COO effect is China's labor market (World Bank, 2013;
Rapoza, 2014; AHK China, 2014). To deal with the COO Effect, Beta and Alpha
highlight the COO effect in their strategy.

The current brand image of both companies considers the cost-benefit
relation, meaning that consumers perceive the brands as cost-based. The
communication strategy of Beta and Alpha were used to reinforce the brand’s
image enhancing the cost-benefit attribute, going along with the low labor
cost in China (World Bank, 2013; Rapoza, 2014; AHK China, 2014). Meaning

that, COO exerts positive influence in this driver.

4.4 Competitive Advantage and the causes of the Positive and
Engative Coo Effect

The points of superiority of Beta and Alpha are presented as cars’
standard equipment with low prices among the cars’ category and the six
years’ car warranty. The main causes of the COO effect are China’s labor
market and the institution framework (World Bank, 2013; Rapoza, 2014; AHK
China, 2014; Deutsche Bank, 2014). In order to deal with the COO Effect,
Beta Highlights the positive COO effect in its strategy and Alpha created the
strategy to oppose the negative effect.
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The points of parity of Beta and Alpha are presented with the quality
and safety standard, as well as the quality, price and deliverable time (B2B
market). For Alpha, the main causes of the COO effect is China's labor
market (World Bank, 2013; Rapoza, 2014; AHK China, 2014). There is no
insert influence in Beta’ strategy. In order to deal with the COO Effect, Alpha
highlights the positive COO effect in its strategy.

It is possible to affirm that the COO affected partially the points of
superiority and the points of parity from the researched companies. While the
COO played a special role on the points of superiority in Beta, it did not
influence this point in Alpha. At the same time, COO affected Alpha’s points
of parity, although there was no effect exerted in Beta’ strategy. Where the
COO presented effect, it was due to China’s general attributes, regarding the
negative perception of low quality and price (World Bank, 2013; Schawab,
2013; Rapoza, 2014; AHK China, 2014).

When researching the competitive advantage driver, another element
has shown exerting influence when building the brand positioning strategy
from the Chinese companies: the points of inferiority. This element suffers
influence from the COO effect, although the companies researched did not
deal with any of these effects. Even though, it was important for the
companies to identify the points of inferiority, which lead them to understand
their weakness when comparing them to their competitors. Beta’s point of
inferiority is presented with low investments in marketing. The main cause of
the COO effect is China "s education (WorldBank, 2013; Stanley and Rittaca,
2013; AHK China, 2014). Beta does not deal with the COO effect in this point

of inferiority.

5. CONCLUSION

When analyzing all the four drivers, the the analysis outcome leads to
define the brand positioning of the Chinese companies with a cost-benefit
approach. The COO affected the brand positioning mainly in two different
attributes: price and quality. When the low price was in evidence, mainly
presented as a positive cause of the COO effect in China, this attribute was
highlighted in the international brand positioning strategy. The lack of quality
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was another cause of the COO effect in China. When this effect was perceived
in some of the drivers, the international brand positioning strategy was used

to oppose this negative COO effect.
According to Kinra (2006), Wang and Yang (2008) and Scharma’s

(2011) theory, in emerging markets identifies products from developing
markets with similar or inferior quality. This strategy was created to oppose
the negative effect, generating a protective shield against COO effect
evaluations (Jo et al., 2003; Pharr, 2005).

Although the Chinese companies had to deal with a negative COO effect
regarding the lack of quality perception of the country products, this effect is
used in a positive way. When combining the perception of lack quality among
Chinese products and the low price perception, these companies use the
brand strategy to oppose the negative effect, highlighting the low price, which
leads to the cost-benefit strategy. This strategy goes against the theory of
Pecotish and Ward (2007), which states that consumers may prefer domestic
goods because of the familiarity and the belief that it helps the national
economy as well as the national pride, since the cost-benefit strategy is used
to attract consumers in Brazil. This strategy is connected to products that are
placed in the market with a low price and an average quality among the

competitors.

The Chinese companies position themselves in the market as a cost-
benefit brand, since their consumers pursue these attributes, which are
represented by a rational behavior - seeking for a cost-benefit relation when
purchasing products. The low price and quality represent attributes from
China, due to the poor product-country image that the country represents in
the market as stated by Agrawal and Kamakura (1999). For this reason, the
consumers directly connect that the products made in this kind of countries,

deliver similar attributes (Nebenzahl and Jaffe, 1997)

A fact to be aware in communication strategies of Chinese companies
is the reduction of communication efforts with the end-user (B2C market). By
discontinuing the financial investments in the communication budget, the
consumer’s perception regarding the brand is decreased, leading to a point
of inferiority for the brand. The lack of importance given to the marketing

area in the Chinese companies is connected to a cause of the COO effect - a
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disconnection between educational content and business needs. A
consequence of the lack of importance given to the marketing area is the
weak brand positioning in the market. For this reason, Chinese companies
end up positioning themselves considering the country’s attributes - the cost-

benefit, where the image of the country represents the brand.

The ultimate model contribution was another branding element which
exerts influence when building the brand’s positioning strategy from Chinese
companies. The point of inferiority truthfully suffers influence from the COO
Effect, although the companies do not deal with this effect in their strategy.
Finally, it is concluded that the Chinese companies’ cost-benefit strategy is a
response to the positive and negative COO effects, which are caused by

China’s general attributes China.

In this way, the research model explains that China’s general
attributes, namely: the labor market, institution framework and education,
positively and negatively affect the brand positioning divers: the value
preposition, leverage points, primary target and image reinforcement, which
influence the cost-benefit strategy approach of the brands. To conclude, it is
seen that there is no other academic research that contributes with a model
considering all the different causes of the COO and brand positioning driver’s
variables. For a better comprehension of the brand positioning and the COO
effect, the model was divided into three brand categories: brand identity,

target audience and actively communicated.

6. IMPLICATIONS AND FURTHER RESEARCH

Considering that this research is a qualitative study of two Chinese
companies, further qualitative and quantitative studies would be fruitful to
the validity of the presented model. The specific data collection to this
research was limited due to the restricted contact from Chinese companies
that would be willing to share this type of information. Collecting data from a
number of Chinese companies that are internationalizing their brands to

emerging markets would enable future studies proving the revised theory.

Quantitative studies regarding this subject would assist to understand

the consumer’s perception concerning the negative and positive COO effect,
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their causes and how they affect the brand’s positioning strategy. By this, the
consumer’s perspective of the COO effects in the international brand
positioning strategy would complement the company’s perspective
presented. Furthermore, as this study is limited to Chinese companies
internationalizing into the Brazilian market, it would be promising to include
other BRIC markets in order to discover whether these countries might have

the same COO issues.
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