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ABSTRACT

advertising or persuaswe messages \and as well as

promotlonal materlals such as duscount coupons for

such a pragtlce causes “information overload.” It is
widely presumed that price is the most important
indicator of product quality. Consumer research shows
that extrinsic attributes such as price (Monroe, 1973),
product warranty, 1985), brand and store (Rao & Monroe,
1989), and country of origin (Bilkey & Nes, 1982) are
also used by consumers in quality judgment.

This research attempts to suggest a new computer
company should appropriately advertise prices as well

as product attributes, and accurately provide product

fhjdi"métj‘qn m oider to get the highest perception by its

target customers.

Statement of the Problem

It is proposed by Chang and Wildt (1996, P.56)
that “the best mix of product attribute information can
be paramount to product success.” Today, consumers
cannot differentiate the quality of one brand from that
of another brand. The general criteria they tend to use
are extrinsic or physical appearances such as price,
brand name, country of origin, and information on product
attributes. The management gets a consensus that they
are designing price, country of origin, and product
attributes according to the consumers, need. Having
no intention to deceive the consumers, the new model
of a personal computer is a hybrid product with 30%
of its parts are imported from Japan, 30% from Taiwan,
30% from Thailand, and 10% from others. According to
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the law, the company has three options in indicating
country of origin. The management realizes that a wise
utilization of “cue” is an integral element in a marketing

strategy and is paramount to product success.

Research Questions
1. How many product attributes should be high
lighted in the advertising and packaging?
2 What is the most appropriate price the firm
should use? Higher. lower, or moderate?
3. Which country of origin is highly perceived by

the consumers? Taiwan, Japan, or Thailand?

Limitations

With a limitation of instruments. each context or‘ -

condition in the guestionnaires could not be desrgned:\

to resemble a professional format see m most maga-

zines. The researcher assumed that when vthe' respon-

dents saw the real’fi.

perception of the product qualrty the results would

turn out most rellable

iLrterature Review

fn this study. three refevant toplcs namely price—

qualrty information Ioad“ and country =of-origin effect,

choose between two priced. lettered. imaginary brands

for such four products as moth, flakes, cooking sherry,
razor blades, and floor wax and then to indicate the
degree of satisfaction. It was found that the subjects
tend to be less satisfied when choosing lower-priced
brands and tend to choose higher priced brands when
(1) only information about price is available, (2) product
quality is unclear, (3) the price difference is large. Tull,
Boring, and Gonsier (1964) replicated the work of Leavitt
(1954) and found the consistent result. McCornell (1968)

] posrtwely correl

product quatrty

tested the hypothesis that product quality perception is
a function of price. Sixty married students in each of 24
trials chose one bottle of an identical beer differing
only in brand name and price. The analysis showed
that perceived quality was significant and positively
related to price. In an extensive experiment. Shapiro
(1968) found that for 600 women (1) price was an indi-
cator of quality, (2) price could not. overcome product
preference. (3) the use of prrce tor )udge quallty was an
attitude, and (4) prlce rehance\ varled over products.
Lambert (1972) found that forv 200 undergraduates

the frequency of choosrng high-priced brands was

;e_d with perceived variations in

“"As the criticism of “single cue” became stronger

some studies have shifted their attentton to\ ;‘umcue

§

as follows:

Enis and Stafford (1 96 dlscovered that percep—
tion of the qualfty of carpetmg was related to price.

Although store lnformatlon did not affect perception of

i a_rpet._‘quahty. thé interaction effect of price and store
. _irffot;rfj‘einn was significant. Jacoby. Olson, and Haddock
" (1971) used 136 adult male beer drinkers to taste and

rate four test beers. The researchers controlled the
effect of price as well as brand image and they found
that price did not have a significant effect on quality
perception, whereas brand image did. Gardner (1971)
found no significant relationship between perceived
quality and frequency of purchase time spent shopping
for the test products. The three studies mentioned give
strong evidence that price is not a dominant cue in
quality perception. Rao and Monroe (1989) used 144
graduate students to test the role of price in quality
perceptions for electric razors and razor blades. Using
the multidimensional model of individual differences,
Rao and Monroe (1989) found that personality vari-
ables, brand display. and prior product knowledge as
well as price affect the perception of quality.

Psychological pricing such as customary, odd
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pricing or price lines has been regarded as a traditional
view in pricing theory (Monroe, 1973). Monroe (1973)
found that the research in the field investigating how
price influencing buyers decisions yield a variety of

results.

“Information load™ studies. Jacoby, Speller, and
Berning (1974) asking 192 paid housewife volunteers
tend to confirm the hypothesis that finite limits exist to
the amount of information consumers can effectively
use was tested by operationalizing information load in
terms of number of brands and amount of information
per brand provided. In the study of Jacoby, Speller,

and Berning (1974), presented the results of two

experiments designed to ascertain the influence of

the amount of information available to a consumer"oﬁ‘\

the ability to make a choice among food products
Scammon (1977, p.148) suggests that mcreaomg

amounts of information cau' '_:‘onsumers to drwde their

processing time among the pseces of information

presented causmgan apparent lnformatlon overload”.

Wer asked to identify the brand that was

nutntrona)ly upenor mstead of choosing their preferred

brand. :‘T"e 'hypotheses test on such toprcs as Judgmg

choice quality. consumers’ post- decrslon cognmve and”
psychological states, and recall ot the dlsclosure infor-
mation. It is reported that no mcrease lﬂ the selection

of the most nu’trmous brand resultlng from increases in

attnbute mforma’non

—

Malho’tra Jain. and Lagakos (1982) used a multi-

variate analysrs model to control the number of alter-
natives and the number of attributes per alternative
available and found that no decrease in accuracy as
the amount of attribute information increased. Malhotra
(1982) found that when consumers were asked to choose
among houses, choice accuracy decreased when the
number of attributes increased from 5 to 15 or more
and when the number of alternatives increased from 5

to 10 or more.

Country of origin studies. Schooler {1965) is the
first study on the topic investigating how Guatemala
consumers perceived products coming from different
origins as Mexico, Costa Rica, El Salvador, and their
own “home” products. In the experiment, Schooler (1965)
used juice and fabric samples that were identical
products except that the labels were fictitious. Further-
more. student samples were employed to test (1) if there

was any difference in the evaluati‘or\_rj'olf":ptpducts by

Guatemalan market participants on the b‘ée\is of the

national origin of the P ducts 2)’ 1f there was any

difference in the evalua’uons by Guatemalan market
parttcupants of the two test products from any given

"“u_ntry '~and ('3) it dlfferences existed within the entire

on t e" basrs of the evaluation of four natlonal

ki

sectors as business, labor, government and\\people

> Semantic differential questlonnalres were deSaned and

pre-tested. e
However, Schooler (1965) revéaled that there

dlfferences in the evaluations of a

were sngnrﬂca‘

product T ne't ‘Is there existed informal barriers within

the Central Amencan Common Market, Consequently.

'the lmped|ments had prevented the increasing trade
volume between the member states. Later, Schooler
(1971) cites his own previous work and extends Schooler
(1965) by (1) changing the subjects from CACM to
American. and (2) testing the result of having the
foreign products regionally labeled such as “Made in
Asia”’, “Made in Latin America”. By replicating the
statistical procedure and method of analysis. the
results showed that respondents evidenced bias
against products of foreign origin. Unfortunately, Ameri-
can consumers were no less biased against foreign
products labelled regionally.

Nakashima (1970) and Nakashima (1977) also
studied on the same topic but focused on different
regions. Nakashima (1970) included two studies. The
first study in 1965 was aimed at measuring U.S. busi-

nessmen’s attitudes toward products made in the U.S.,
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\Sample & Questionnaire deS|gn (pretest)

Japan, England, Germany, and Italy. The second survey'
was carried out in 1967 on Japanese businessmen
in Tokyo. It used the same dimensions of countries,
except that France replaced ltaly. Again, semantic
different puter company about the appropriate price
and appropriate attributes or product information to be

advertised to get highly perceived by target customers.

RESEARCH METHODOLOGY
in this study, tests were carried out twice. A
pretest was conducted before proceeding with the
actual questionnaire for hypotheses testing. The objec-
tives of the pretest were:
1. to find the means between each of the 25 & a
tributes of a desktop computer whrch serve'
as test product. Accordmg to. the results of

cue import nce, could be gwen

2. to find a es\ rvatlon bnce of the respondents

SO, that 20 percent markup and 20 percent

arkdown could be determined in the ex—“"-\

penment as high and low prices respectlvely

\‘ L

Thirty student samples Were asked to rate the
importance of each of the 25 product attributes in a
nine-point scale pre st uestlonnalre in section A In

\ep cmcatlons of a desktop computer

the sectlon 5,

were prowded Ao the respondents to give their reserva-
tlon pnces In the last section, demographic questions
about gender and age were asked. Besides, we inquired
the students about their familiarity with computers in
the last question on a 5-point scale ranging from very

much to very few (a sample of questionnaire is provided

in appendix A).
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Research Findings

Product attributes grouped by cue importance based on the pretest are listed as follows (Table 1)

Table1: Pretest result

- e —

Overall Speed
Memory Size
Processor/Chip
Harddisk Capacity
CD Rom

Key Board

CD Rom Speed
Mouse

Data Bus Type
Color/ Graphic Display Card . %
Monitor '
Cache M :
Disk Drit
Weight (for Natebook
,) ttew (ﬂ;i” Notebook)
:O\S'\:énd Software Preload

*“Networking Capacity
Scanner
Sound Card

Expansion Sfot

i

Builtif

Y

jépezﬁiers

\_~" Microphone

Joystick Port

8.19

The method of simple random sampling was used
to recruit 30 respondents, and it turned out that 2 res-
pondents failed to complete the questionnaire and thus

rendered it unusable. The means of the respondents

were 39,639.29 baht or US$1,585.57. According to a
survey on the present market price of a desktop com-
puter, it was found that the average derived from the

means was reasonabile.
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.;‘;{‘;seleoted sample group.

Phrase 2: The Sample

Eighty undergraduate student sample were asked
to complete a questionnaire. A desktop computer was
chosen to be the test product because the pretest
revealed that approximately 43 percent of the respon-
dents had a moderate knowledge or familiarity with
computers, while 40 percent of them claimed a higher
level to the highest level of familiarity with the chosen
product. The mean was 3.56, while standard deviation
was 1.01. Consequently, there was no discrepancy
between the selection of the test product and the sample

selection.

Questionnaire Test

A pilot test of the questionnaire was conduoted‘ :

on a small group of samples. And we found that a small\

condition in the questlonnaire thoroughly However we

did not supply the Than er5|on o‘ the’ questionnaire

because the samples sﬁ‘“pposedly had sufficient

proﬂcnency

was- us. c

O
X

Questlonnalre Design o
The price effect or, the maxn effect of prlce on a

\ estlgated The different price

Ievels are oategorr d ae low reasonable and high.
The reasonable or moderate price is derived from the
pretest The Iow pnoe or 23,783 baht or US$951 and
the hxgh pnoe or 49,548 baht or US$ 1,981 are given by
40% markdown and 20% markup from the reservation
price respectively. On a nine-point scale, respondents
were told that when they were seeking information in
their computer purchase from PC-related magazines or
any other publications, they would saw an advertise-
ment listing different product information as described
in each of the following conditions and they were asked

to rate their perceived quality.

& Enghsh |anguage considering English

as the language of instruction for thlS, \‘\

The researcher tried to find the interaction of price and
the amount of information load so as to get a reason-
able point between price and information load. Each
question was designed to include different contexts as
follows:
a. the five most important attributes were listed
(context 1).
b. the five least important attrt'bu\tes were listed
(context 2). N

c. theten most,i_\rn_por'tent'fa"ttributes were listed

(context 3 '

d. thevten least important attributes were listed

all of the 25 attributes were listed

(context 5).

In the next section we mtended to: test the lnter-
action of the main effect of country of-ongxn and to
determme the mteractnon of pnce and country-of-origin.

General demographlc questions concerning gen-

der and aqe and that about computer experiences were

'also mcluded

A%

"'bATA ANALYSIS

Descriptive statistic (Mean) was used to find the
quality index of each condition. T-test for pair samples
was employed to test the statistical significance for
testing the hypotheses indicated above. In this study,
among the total number of 80 samples. 43.8 percent of
the respondent was male and 56.3 percent was female.
The age of the respondents ranged between 18 and
25. Most respondents or 48.3 percent reported that
they had 1-3 year experiences with computers. In the
“experience with computers” question, coding was
scored as: 5 scores for 10 years and over, 4 points for
7-9 years, 3 points for 4-6 years, 2 points for 1-3 years,
1 point for less than a year, and zero point for no
experience. The mean of the “experience” is shown at
2.013.
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Price vs. Information context. The respondents ranging from very high quality to very low quality. The
were asked to rate their quality perception in the mean quality indices or Q! is summarized in the chart

following different conditions on a nine-point scale  below:

Table 2: Mean Quality Indices (Ql) and Price Effects by Information Context

Information context Ql-low Price  Ql-Moderate Price  Ql-high Price  Price Effect*

Price only (C1) 3.48 518
Five most important (C2) 473 5.69 3,
Five least important (C3) 4.51 567

Ten most important (C4) 4.81 » 5.60
Ten less important (C5) 4.62 5.56
All 25 (C6) 450

* Ql-High Price - Ql-Low Price = Price Effect.-

473 5.69 6.65 0.96
451 ‘ 5.67 6.38 1.16
Ten most lmportant (C4) 481 5.60 6.76 0.79
Ten less important (C5) 462 5.56 6.74 0.94
All 25 (C6) 450 5.51 6.94 1.01

** QI-High Price - Ql-Moderate Price = Price Effect
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) Information context Ql-low Price  Ql-Moderate Price  Ql-high Price  Price Effect™*

Price only (C1) . 3.48 518 6.61 1.43
Five most Important (C2) 473 5.69 6.65 0.96
Five least important (G3) 451 567 6.38 0.71
Ten most important (C4) 4.81 5.60 6.76 1.16
Ten less important (C5) 462 5.56 6.74 1.18
All 25 (C6) 450 5.51 6.94 . 143

w+Ol-Moderate Price - Ql-Low Price = Price Effect

o

{005 NN
B K

The following table summarizes the country-of-origin effect on. roduct quality. Mean quality indicates that
srin of quality than those of other two

te

Made-in-Japan products (i.e. computers) seem to be highly pgrééiﬁéa‘ ‘

countries as Taiwan and Thailand.

~ Taiwan
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Table 5: The following tables summarize the interaction of price and country-of-origin

cues in product quality decision.

Ql-low Price

Country-of-origin context

Thailand 3.74
Japan 4.48
Taiwan 3.78

Ql-Moderate Price  Ql-high Price  Price Effect*
6.96 520 1.46
565 6.53 2.05
494 5.85 2.06

Ql-low Price

Country-of-origin context

Ql-Moderate Price

Thailand 3.74
Japan 4.48
Taiwan : 3.79

Countryl-of-origin context

% 'w,,'
e\, Ql-Moderate Price
iy

Ql-high Price
P

Thailand
Japan

Taiwan

<,
\'W \\

o SN

DN NN

Tests‘_ of Hypotheses. Testing the rgsearch hypo

theses"ifvolves comparing price effects over \)ar;ous

N
\\\ \

[ contexts

information contexts and country of~ar|

ferences in the mean

Because price effects are

values of percetved'quahty kae’tweén hrgh moderate,

and low; pnce cells“companng price effects is equiva-
lent to ogmpanng cen means. Accordingly, mean

v
7

compansons (i-test) are used to test the hypotheses.

Hypothesis 1. Hypothesis 1 states that price has

a decreasing influence on perceived quality as the

.
\
\
-
'

i 3
N . ; . . .
numtser of nonprice information cues increases. This

hypothesis is tested by comparing the price effect for
contexts with lower number of cues to the price effect
for cohteﬁds with higher number of cues.

The value for price effects for O (price only). 5
10, and 25 cues are 3.13, 1.92, 1.95, and 2.44. To test
the hypothesis, t-test for paired samples were used to
find statistical significance between zero cue vs. 5 cues,
10 cues vs. 25 cues. Comparison of price effects for
no cue and five cues show significant results as

follows:
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Table 6: Research Result

c11-c21 -1.25 -6.65
C12-c22 79 -5125 001 -3.44
C13-C23 79 -.0375 876 -16
C11-C31 79 -1.0375 000 ~-610
C12-C32 79 -50 005 88
C13-C33 79 2375 RRE:
C41-C61 79 3125 222
C42-C62 79 .60
C43-C63 79 ~95
C51-C61 79 68
C52-C62
C53-C63

result supports the hypothesns.

Hypothesis 3. Hypothesis 3 states that products
manufactured in developed countries will be perceived
more highly than those products originated in less
developed countries in term of quality. In this study,
Japan is used as a representative of more developed
countries and Thailand is used as a less developed

country. The mean differences are compared by t-tests

in the following pairs as:

When Thailand-made product is compared with
Japan-made product, the mean differences are -2.9125.
It is statistically significant at the level of .000 (t-value =
-11.84, df = 79). The second pair is Thailand and Taiwan.
The mean differences are -1.1500. It is also statistically
significant at the level of .000 (t-value = -6.46, df = 79).
The third pair of comparison is Japan and Taiwan
products. The mean differences are 1.7625.

However, it is discovered that when the respon-
dents tend to rely less on price cue for a high-priced
product from a less developed country. In contrary, the
price cue will be strongly used as they rate a low-priced

product originating from a less developed country.

Journal of Global Business Review ¢ Volume 3 Jan, 2003




SUMMARY, CONCLUSIONS AND
RECOMMENDATIONS

Study findings indicate that utilization of price
in product evaluation is moderated by the quantity
and quality of intrinsic attribute information. Specific
findings are as follows:

1. Price has its greatest effect on perceived
quality when there is only information cue
available.

2. As the quantity of information is increasing.
the utilization of price cue will decrease.

3. When the quality of information is available,
the utilization of price cue will decrease.

4. Country-of-origin cue is used to measure pro-

duct guality.

5. Similar to the utilization of price cue. the atilic e

zation of country-of-origin cue W|II decrease

if the product is priced very hrgh

The main purpose//l > study s to" glve a firm
that plans to launch a new desktop computer mode! an
answer about prrcmg rnformatron load for advertising,

and selecte'“"\ country of origin.

L

Thrs study suggests the following optrons for

e

any responsrble individuals to make the. flnal dec:sron .

,,,,,,
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