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Abstract

The substantial growth of the appearance of counterfeits in the worldwide market has
aroused significant levels of concemn, interest and attention among practitioners, policy
makers, and academic researchers. However, existing research on this phenomenon
remains to date incomplete, with considerable confusion and fragmentation. Consumers’

perceptions towards counterfeits as well as the effect of consumers’ perceptions on
consumer purchase behaviour remain unclear. On the other hand, the study of
determinants of the consideration set has recently become attractive to researchers due to
its importance in relation to the study of consumer choice processes. Nevertheless,
previous research appears to be arbitrary and few researchers have examined the

influence of consumer perceptions of branded products on the formation of the

consideration set despite the fact that a number of academics have called for research in

this area.

Recognising the deficiency in these two research areas, this thesis attempts an
investigation of the determinants of the two crucial stages — consideration set and
purchase intention of the consumer choice process in the context of non-deceptive
counterfeiting. To achieve this aim, the present research adopted a combination of
qualitative research (focus group) and quantitative research (individual interview survey)
and provides a detailed examination of consumers’ perceptions of both the counterfeit

and original branded products studied, as well as their explanatory power on the selected

consumer choice processes.

This research suggests that there are certain differences in the kinds of determinants of
the same stage of the consumer choice process across different versions of a brand.
There also exist some differences in the kinds and numbers of determinants of the
consideration set and the purchase intention towards one brand. Nevertheless, the brand
personality appears to be significant across all regression models. Generally, it plays the
dominant role in the formation of the consideration set and consumer purchase intention.
Consumers are more likely to evaluate more criteria in the process of consideration than
at the purchase intention stage. This research contributes a more comprehensive
understanding of determinants of the consumer choice processes in a more complex
context than was previously available, enriches the branding theory, suggests a more
sophisticated use of Aaker’s (1997) brand personality scale, develops a new
measurement scale for use in the study of multiple brands, recommends a more

comprehensive data analysis process and proposes possible directions for further research.
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1.1 Introduction

The purpose of the present chapter is to provide an introduction and overview of the
current study as a whole. In so doing, it will make clear both the imperative and

rationale for the study, and introduce the means by which this research will be

prosecuted.

To achieve this aim, the chapter has six main objectives: a full description of the

identified research problems based on an intensive research literature review; an outline
of the overall aims and objectives of the study; an outline of the research assumptions

and research scope; a brief description of the main research methodology; a brief

discussion of the significance of this research; and the overall structure of this thesis.

The organisation of this chapter closely follows the objectives of the chapter. The first
two sections focus on reporting the core literature in the study of counterfeiting and
consumer choice process related issues, with the identified research gaps being reported

at the end of each section. Based on the identified research problems, the research aim,

as well as research objectives, are then generalised and reported in a brief format.
Following this, the key issues related to research methodology are reported. This part
focuses on a discussion of the justification for the use of a combination of qualitative
and quantitative research methods. Next the main theoretical and methodological

contributions of the current research are presented. This section highlights the

significance of the present study.

The last objective of this chapter is to be achieved by signalling the purpose and form of
each of the following chapters in turn, and providing an indication of the chronology,
content and structure of the study. Key issues covered by each chapter are discussed
briefly with the aim of providing the reader with the key content of each individual
chapter, as well as demonstrating the connections and logic of this organisation. In

offering this brief overview, the present chapter is chiefly concerned with putting

forward an introduction to the study and making some preliminary considerations. The

chapter finishes with a brief summary.
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1.2  Literature Review of Counterfeiting and Identification of the Research Gap

Counterfeiting has existed for a long time, yet it mushroomed only in the 1970s (Harvey
and Ronkainen 1985). Counterfeiting is regarded as a civil offence, and is also
considered as a criminal offence in some countries (Bush et al. 1989; Hopkins et al.
2003), for example, the U.S. and the U.K. As counterfeiting practice is illegal, explicit

data on the volume of such trade is not available. However, it is estimated that the
value of counterfeit goods in the world market grew by 1100% between 1984 and 1994
(Blatt 1993; Carty 1994), whilst the International Chamber of Commerce states that 1t
accounts for 8 per cent of world trade (Freedman 1999). No product categories are left

unscathed (Shultz II and Saporito 1996). It is clear that counterfeiting has become a

significant economic phenomenon.

In general, counterfeiting is regarded as a serious economic, social, and political
problem. It affects consumers’ confidence in legitimate products, destroys brand equity
and companies’ reputations (Wilke and Zaichkowsky 1999), causes loss of revenues
(Grossman and Shapiro1988a, b; Bush et al. 1989), increases costs associated with
trying to contain infringement, impacts on hundreds of thousand of jobs (Bamossy and
Scammon 1985), and threatens consumer health and safety (Grossman and Shapiro

1988a; Chakraborty et al. 1996; Cordell et al. 1996; Tom et al. 1998). Counterfeiting

has emerged as a major headache for global marketers (Blatt 1993; Sweeney et al.
1994).

In contrast to this general view, however, Givon et al. (1995) and Prasad and Mahajan
(2003) suggest that the diffusion of the legitimate software can benefit from the
‘shadow diffusion’ of the counterfeit version. Furthermore, Grossman and Shapiro
(1988a) argue that whilst on one hand counterfeits of status goods impose a negative
impact on consumers’ evaluation of genuine items, as counterfeits degrade the status

associated with a given label, while on the other hand counterfeits allow consumers to
unbundle the status and quality attributes of brand-name products, and alter the

competition among oligopolistic trademark owners. Grossman and Shapiro (1988b)
report that counterfeits may raise or lower national and global welfare, depending on the
trading circumstances of the home country. They suggest that in the case of a fixed

number of domestic firms, the existence of counterfeits would cause both national and

global welfare to rise, since it is likely that brand-name producers would be forced to
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raise their quality in an effort to battle counterfeiters. However, the existence of
counterfeits will lower national and global welfare if the country allows free entry to
domestic firms. These analyses once again highlight the complexity of counterfeiting

and the caution people should have in view of the effects of counterfeits.

During the last couple of decades, counterfeiting has attracted more and more research
interest from academics. A closer look reveals that most of the discussions have focused
on the general situation of counterfeiting and legal issues related to counterfeits (e.g.
Bikoff 1983; Harvey 1987; Roberts 1985; Bamossy and Scammon 1985; Globerman
1988; Chaudhry and Walsh 1996; Nill and Schultz II 1996; Wilke and Zaichkowsky
1999; Lai and Zaichkowsky 1999; Chow 2000; Stone 2001), and looked into strategies

for curbing counterfeiting (e.g. Harvey 1987; Bush et al.1989; Olsen and Granzin 1992;
Shultz II and Saporito 1996; Delener 2000; Green and Smith 2002). Some studies

examined impacts of counterfeit products (e.g. Givon et al. 1995; Prasad and Mahajan

2003; Grossman and Shapiro 1988a, b), whilst others investigated consumer-related

issues (e.g. Bloch et al. 1993). It is appreciated that there is a need to examine
counterfeiting from the consumers’ perspective. A few academics (e.g. Bloch et al.

1993; Wee et al. 1995; Penz and Stottinger 2003) called for further investigation of

consumer behaviour and counterfeits.

Previous research into the study of consumer behaviour and counterfeiting has tried to
search for answers to questions such as what consumers’ views about counterfeits are
(e.g. Bamossy and Scammon 1983; Nia and Zaichkowsky 2000), do consumers
purchase counterfeits or not (e.g. Bloch et al. 1993; Tom et al. 1998; Wee et al. 1995;
Phau et al 2001), who buys counterfeits (e.g. Phau et al. 2001) and why consumers
purchase counterfeits (e.g. Bloch et al. 1993; Wee et al. 1995; Albers-Miller 1999). In

addition, most recently, cross-cultural study has begun to attract some attention from

researchers (e.g. Bian and Veloutsou 2006; Gentry et al. 2006; Harvey and Walls 2003).

Despite all the aforementioned works, it appears that the study of counterfeits from
brand level is almost untouched; consumers’ perceptions of counterfeit branded
products (CBP) as opposed to original branded products (BP) is unknown; and

modelling consumer behaviour from a brand perspective in the context of non-deceptive

counterfeiting is unexplored.
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Counterfeiting has been defined in many ways by both researchers and practitioners.
This research demonstrates that misuse and misunderstanding of this terminology
appears to be common in previous research. Although, by definition, counterfeiting,
imitation and piracy are distinct practices, some researchers tend not to differentiate

these terms in their works. This author argues that not only are these three terminologies
defined differently literally, but also that they possess distinguishable legal
responsibility. Thus, it is necessary to have a clear boundary to the concept of
counterfeiting before any investigation is carried out by researchers (Phau et al. 2001;
Hoe et al. 2003). In this study, counterfeit products are considered to be “those bearing
a trademark that is identical to, or indistinguishable from, a trademark registered to
another party and infringes on the rights of the holder of the trademark™ (Scrivener
Regulation). This definition is consistent with the views of both practitioners and
researchers, is widely adopted by previous researchers (e.g. Bamossy and Scammon
1985; Grossman and Shapiro 1988a, b; Kapferer 1995a; Chaudhry and Walsh 1996;
Bian and Veloutsou 2004, 2006; Veloutsou and Bian 2005), and fits the studied branded

products of this research well.

Consumers are not always deceived when they are involved in counterfeiting

transactions. Accordingly, Grossman and Shapiro (1988a) classify the practice whereby
consumers knowingly purchasing counterfeit products as non-deceptive, whilst

unwitting purchases are classified as deceptive. This research believes that Grossman

and Shapiro’s (1988a) classification of counterfeiting is not exhaustive. The scenario,
where consumers are not quite sure whether what they purchase is counterfeit or a
genuine branded product is not included in either non-deceptive counterfeiting or
deceptive counterfeiting. = The current research labels this scenario as ‘blur
counterfeiting’. In this study, the focus is on non-deceptive counterfeiting, since only

under these circumstances can consumers make conscious purchase decisions on

counterfeits.

1.3 Literature Review of Consumer Choice Processes and Identification of the

Research Gap

According to the dynamic choice process model (Shoker et al. 1991), consumer

decision-making concerning brand choice is a two-step process. These two steps are the
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formation of a consideration set and the final choice. Consumers tend to consider a
subset of the alternatives from the awareness set during the formation of the
consideration set (Wu and Rangaswamy 2003; Lawrence and Garber Jr. 1995), either by
selected memory or stimulus cues or both (Bettman 1979; Lynch Jr. and Scrull 1982).
The consideration set helps simplify purchasing decisions, and has significant

implications for the marketing strategy and the allocation of marketing resources
(Krieger et al. 2003).

Consumers typically evaluate brands that pass into their consideration sets because they
expect that the products will perform well (Nedungadi 1990). Research has shown that

consideration effects have an important influence on consumer choice (Roberts and

Lattin 1991; Hauser and Wemerfelt 1990; Nedungadi 1990). Hauser and Wernerfelt
(1990) argue that 70% of the variance accounted for in choice is explained by

consideration. Since inclusion of a product in a consideration set is often a necessary
precondition for choice (Howard and Sheth 1969), unless a product is included in the

consideration set, it will not be chosen (Nedungadi 1990).

Aspects related to the formation of a consideration set have attracted attention: for
example, how consumers narrow down the alternatives. Previous research findings
suggest that in the context of a stimulus-based choice situation, advertising (Mitra 1995;
Baker et al. 1986), pioneering products (Kardes et al. 1993; Shapiro et al. 1997),
packaging (Garber Jr. 1995), brand familiarity (Baker et al. 1986), in-store display
activities and features advertising (Mehta et al. 2003), goal-conflict and goal-ambiguity
(Ratneshwar et al. 1996), strength of association between the brand and the choice
category (Posavac et al. 2001), involvement and consumer sensitivity of type II error
(Chakravarti and Janiszewski 2003), and incidental exposure to an advertisement
(Shapiro et al. 1997), all influence the formation of the consideration set. Nedungadi
(1990) focuses on memory-based choice situations and suggests that brand accessibility
(case of retrieval) and external cues (e.g. brand organization in memory and brand
primes) are two potentially important factors in the formation of the consideration set.
Desai1 and Hoyer (2000) also investigate memory-based choice situations and reveal that

the familiarity of usage occasion and usage location both have an impact on

consideration set stability, size and marginal variety.
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As can be clearly seen, study in this area is still very much arbitrary and there 1s no
obvious pattern in terms of research findings on perspectives from which the previous
research was conducted. Roberts and Lattin (1997) call for research to study the nature
of the relationship between product attributes and consideration. Interestingly, it

appears that this area has been largely ignored to date. In particular, little attention has
been devoted to an investigation of the effects of consumers’ perceptions of

product/brand related characteristics on the formation of a consideration set, leaving
unanswered the question as to how difficult it might be for a brand/product to enter or

remain in a consideration set (Desai and Hoyer 2000; Roberts and Lattin 1991).

Furthermore, what the determinants of the formation of a consideration set and purchase
intention in the context of non-deceptive counterfeiting are, is something that has not

yet attracted the attention it deserves.

1.4  The Research Aim and Objectives

Building on the identified research problems that limited research has been undertaken
into consumers’ perceptions of counterfeit products and their effects on consumer
choice from the brand level (Bloch et al 1993; Wee et al. 1995; Penz and Stottinger
2003) and how consumers narrow down alternatives to form a consideration set (Chiang

et al. 1999; Robert and Lattin 1997) which thereafter leads to purchase behaviour, this

study aims to achieve an in-depth understanding of consumers’ perceptions towards

non-deceptive CBP as opposed to BP, and its impact alongside other selected factors

(product 1involvement, self-assessed product knowledge, and four demographic

variables) on consumer choice processes in the context of non-deceptive counterfeiting.

In order to achieve the research aim, this study will be carried out with the follow

objectives (in the context of non-deceptive counterfeiting).

e To explore the influences of variables related to consumer characteristics and self-
assessed consumer product knowledge, product involvement of the studied product
categories, and consumer perceptions of CBP on the likelihood of consideration of
CBP.

o To explore the influences of variables related to consumer characteristics and self-

assessed consumer product knowledge, product involvement of the studied product

categories, and consumer perceptions of BP on the likelihood of consideration of BP.
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e To explore the influences of variables related to consumer characteristics and self-

assessed consumer product knowledge, product involvement of the studied product
categories, and consumer perceptions of CBP purchase tendency of CBP.

e To explore the influences of variables related to consumer characteristics and self-

assessed consumer product knowledge, product involvement of the studied product

categories, and consumer perceptions of BP on purchase tendency of BP.

1.5  Assumptions of This Study and Research Scope

e This research assumes that consumers do form a consideration set in the process of
decision making.
e This research only examines consumer behaviour in the context of non-deceptive

counterfeiting, but is cognizant that there are other kinds of counterfeit practice (e.g.,

deceptive counterfeiting and blur counterfeiting).

e This research only investigates consumers’ perceptions of luxury branded products
but not generic products, even though, researchers claim that to some extent generic

products can also be counterfeited.

e This research is conducted in the UK.

o This research only investigates the influence of consumers’ perceptions of the
studied CBP and BP on choice processes in general, but does not put them into a
specific usage situation. However, the researcher is fully aware that the usage
situation may have a great impact on consumer consideration and purchase intention.

o This research uses a stimulus based approach. Examples of the counterfeit branded

products and pictures of the genuine branded counterparts are presented to

participants.

1.6  Research Methodology

The pfesent research uses both qualitative and quantitative research methods in order to
enhance the robustness of the current research design and to improve the level of
reliability of the research findings. More specifically, the qualitative research method
(focus group discussion) is adopted in order to generate the most important and relevant
items related to brand image and the language that consumers use to describe their

perceptions of the investigated luxury brands. It serves construction of the research

instrument. The interview survey is used to collect data for the principal study.
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The research instrument used in this study is developed by the researcher. Apart from
the brand image measure, the other measures are all adopted from previous research
with necessary adaptation. The research instrument goes through three phases before it
reaches the survey respondents. These phases are the qualitative study (five focus group
discussions), the stage one piloting (testing of the research instrument using three

experts) and the stage two piloting (testing of the research instrument on 40 typical

respondents). All of these efforts assist in achieving an accurate and practical

questionnaire.

Driven by the research objectives, an intensive literature review is conducted. A set of

hypotheses developed based on previous literature. The research hypotheses are tested

through examination of first-hand data collected by trained fieldworkers using an
individual interview survey method in four randomly selected supermarkets in Glasgow.

In total, 430 questionnaires were collected. Out of the 430 collected questionnaires, 321

are usable, giving a usable rate of 76.5 percent.

The collected data is analysed using SPSS and R statistical analysis software (R-
Commander package only). The use of R-Commander is required due to the severely

skewed distribution nature of the response variables related to certain brands or certain

versions of a brand. Specifically, R-Commander is used to transform skewed data.
Before beginning the testing of the hypotheses, reliability and validity of all utilised
measures are carried out. Appropriate actions are taken to clean the raw data when it 1s
necessary in order to secure an acceptable level of reliability. A series of tests on the
basic regression assumptions are carried out before running the regressions. These tests
include detection of multicollinearity, non-constant variance and break of normality.
The main statistical techniques employed in this research are content analysis,

descriptive statistics, frequency statistics, factor analysis, regression analysis, and Box-

Cox and Box-Tidwell for data transformation.

1.7 Significance of This Research

This piece of research is designed to contribute to both theory and practice, as required

for the degree of Doctor of Philosophy. Some of the contributions that are offered by
this study are outlined briefly as follows.
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1.7.1 Academic Contributions

It 1s argued that this research will contribute to both the literature of consumer choice
process and the study of counterfeiting in several ways. Firstly, this research
contributes to the consumer choice process literature and the literature in the study of
counterfeiting phenomenon by establishing the determinants of the formation of a
consideration set and purchase intention in the context of non-deceptive counterfeiting.
Consumers do knowingly purchase counterfeits, as has frequently been reported, and
consumer demand for counterfeits is regarded as one of the main reasons why
counterfeiting is booming despite all the anti-counterfeiting efforts by the parties
involved. Reasons as to why consumers knowingly purchase counterfeits remain
unclear. There is limited work exploring this issue from an individual brand perspective.
Meanwhile, the study on determinants of the formation of the consideration set is also

scarce. The current research fills these two identified literature gaps

Secondly, this research provides empirical support to Plummer’s (1985, 2000) brand
image composition proposition. Brand image is regarded as a multi-dimensional
construct. Plummer (1985, 2000) proposes that product attributes, perceived purchase
benefit/consequence, and brand personality compose the brand image. This notion
remained theoretical. No empirical support for this has been in existence until the

present research. In addition, this research also suggests that Plummer’s (1985, 2000)

brand benefit notion might be too conservative as it only takes into account functional

benefits. The research results reveal that in addition to the functional benefits,
consumers also perceive image benefit (a combination of experiential benefits and

symbolic benefits). These findings undoubtedly enrich the brand image theory.

Thirdly, this research challenges the traditional view which claims that attitude

influences consumer decision making. This research argues that consumers’
perceptions of branded products have a significant role to play in terms of influencing

consumer decision making. This is supported by the research findings. This research

indicates that any research into counterfeiting and consumers should never ignore brand

effects on consumer behaviour.

Fourthly, this study investigates -the universal applicability of Aaker’s (1997) brand

personality scale. The finding from the preliminary study reveals that the universal
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applicability of the tested scale should be viewed with caution. The majority of the

items included in Aaker’s scale appear to be irrelevant to the studied brands. This
finding is consistent across two versions of all four selected brands. Some items

included in Aaker’s (1997) scale appear to be difficult to understand for participants 1n
Glasgow.

Fifthly, in terms of methodology, in order to shorten the research instrument, the
researcher developed a new measure technique. The newly-developed scale combines
the Liker Scale with the repertory-grid technique. This new technique retains all
advantages of both. In addition, it helps to avoid the occurrence of respondents
“haloing” their response toward brands that they like. The practicality and reliability of
this new scale has been tested and supported by this research. By using the new scale,
the length of the research instrument is reduced almost by half. This newly developed

measure scale can be applied in study of multiple products or brands.

Sixthly, in terms of data analysis, this research goes beyond the conventional logistic

regression and loglinear techniques commonly used by previous researchers when

facing the broken normality problem. R-Commander’s Box-Cox and Box-Tidwell data
transformation functions are applied for the first time in analysing counterfeiting related

data. In the same vein as Cordell et al. (1996), this research addresses the point that

conventional OLS and logistic regression statistics should be used with caution, in

particular when researchers are analysing behavioural data related to the study of

counterfeits.

1.7.2 Implications

The research findings not only fill the identified gaps relating to both consumer choice
process literature and that of counterfeiting literature, but also provide practitioners and
policy-makers with a base from which they can begin to work out an etfective way to
curb counterfeits. The discussions regarding the managerial implications are based

closely on the research findings. The main implications are generalised and presented

using bullet points, as follows:

e Owners of original luxury brands should highlight the difference between the brand

personality of the original branded products and the counterfeit versions.

10
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e Owners of original luxury brands could emphasise the distinctive image benefits
that the original branded luxury goods can bring to their consumers, while at the

same time stressing the negative image benefits related to counterteits.

e To emphasise the functional benefits of the original function-oriented luxury

branded products will increase sales of these products, but not necessarily contribute
to anti-counterfeiting. Efforts should not be made to highlight the functional

benefits related to fashion-oriented luxury brand products.

e Owners of original luxury brands should take on the task of directing consumption

by emphasising the importance of consuming genuine products and being genuine
and stressing the benefits and good sense related to going for one which is really

good, rather than for 10 crappy ones.
e Policy makers could help to curb counterfeits by educating the public about the

environmental concerns related to massive amounts of disposable goods.

e The marketers of the original luxury brands could consider carrying out

differentiated marketing to target several market segments. The market should be
segmented according to usage situations rather than consumer demographic profile.

This device might only be worth implementing if counterfeits are taking a

noticeable percentage of market-share and if consumers with higher levels of

product knowledge and involvement appear to purchase counterfeits.

e Marketers of original luxury brands should be fully aware of both the determinants

of the consideration set and purchase intention, and ensure that their marketing

strategies fit in well with these determinants and monitor the change of the

determinants on a regular basis.

1.8  Structure of the study
This study is presented in nine chapters, as illustrated in Figure 1.1. After identifying

the research problems, outlining the research aim and objectives, reporting the research
assumptions and research scope, presenting the research methods utilised to achieve the
research objectives, and justifying the significance of the study in the introductory
chapter, this thesis will proceed with a review of the relevant literature in the study of
counterfeit phenomena (Chapter 2) and consumer decision making processes (Chapter
3). This is to establish the significance of this study as well as to provide its theoretical

foundation. Consequently, it justifies the theoretical contributions that this study can

11
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provide to the literature gaps of consumer choice process and counterfeiting study, in

particular in the context of non-deceptive counterfeiting.

Chapter 2 provides the research context for the present research, an intensive literature
review on the study of counterfeiting, and detailed discussion about the identified
research gap. This chapter is organised around four arguments. First, it is argued that
counterfeiting, imitation and piracy are different literally and practically as well as
bearing distinguishable legal responsibilities. Therefore, researchers should draw a
clear boundary between them before they carry out any research in related areas.

Second, this research challenges Grossman and Shapiro’s (1988a) counterfeiting
categorisation. It is suggested that the two categories (non-deceptive and deceptive
counterfeiting) proposed by these authors are not exhaustive. Based on a live scenario
which appears to be ignored by Grossman and Shapiro (1988a), this study proposes the
third category of counterfeiting practice, namely ‘blur counterfeiting’. Third, in line
with previous works, the current study argues that consumer demand for counterfeiting
is one of the main reasons for the spectacular spread of counterfeits. Fourth, it is
claimed that little work has investigated counterfeiting from a brand perspective,
consumers’ perceptions of CBP and BP are unexplored, and there are few works which
have modelled how consumers’ brand perceptions influence consumer choice processes.
The fourth argument is developed based on a thorough review of the literature in the

study of consumers and counterfeits, and represents the identified research gap in the

study of counterfeiting. It also implies the theoretical significance of the current

research.

i

Chapter 3 provides the theoretical foundation of this research, an extensive review of
the literature in the study of the consideration set concept, and the research problem 1n
relation to the study of consumer choice process. This study first differentiates the

consumer decision making process from the consumer choice process by arguing that

each of the process possesses distinguishable subjects. It 1s claimed that consumers are
the subjects of the consumer decision making process, whereas brands/products are the
subjects of the consumer choice process. Research related to the first process examines
the process undertaken by consumer before they come to an end choice. Research
related to the consumer choice process investigates the process that brands/products go

through before they are chosen by consumers. The distinction this research discovered

12
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assists in being able to draw a clear literature review boundary and justifies the literature

review focus of this chapter.
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Figure 1.1 Overall structure of the thesis
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After a detailed discussion of the pros and cons of the Individual Choice Model and the

Model of Consumer Evaluation and Choice, it was decided that the Individual Choice
Model forms the theoretical foundation of the present research, as it appears to be more
sophisticated. Subsequently, the literature review in this chapter mainly concentrates on
consideration set concepts, due to its significant role in the consumer choice process.
The organisation of this part of the literature review is guided by the following tlow:
What are the key characteristics of the consideration set (definition, nature and
classification)? What are the rationales for the study of the consideration set? What has

been examined previously in relation to the consideration set? What appears to be

under-researched?

In reviewing the literature on consideration set definitions, this study discovers that the
previous definitions appear to place more weight on the process from the consideration
set to the end choice, but ignore the process of moving from the awareness set to the
consideration set. This research defines the consideration set as ‘a subset of awareness
set that consumers form under certain restrictions, in which they make an explicit utility
comparison or cost-benefit trade-off before they make brand choice decisions’. This

definition is considered to be in line with the dynamic nature of the consideration set,

which paves the way for a later argument — a consideration set can only be measured

before any purchase activity is conducted.

The demonstration of the rationale of the study of the consideration set is achieved by
settling the debate with regard to whether the consideration set exists or not, as well as
detailed discussion about the significant roles played by the consideration set. The
previous research related to the consideration set is classified into three categories, with
more focus on reviewing studies associated with the formation of the consideration set.

Based on the intensive review, the conclusion is drawn that despite Roberts and Lattin’s
(1997) call for research into the study of the relationship between product attributes and
the consideration set, little research attention has been devoted to examining the effects

of consumers’ perception of product/brand-related characteristics on the formation of

the consideration set.

The research aim was developed based on the integration of the identified research gaps

in both counterfeiting-related literature and consumer choice process literature. Despite

14
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the fact that choice is the final stage in the consumer choice process, it has been decided

to replace the final choice with purchase intention in the research conceptual model.
The justifications of this action are as follows. First, data on actual behaviour are
unavailable. This is particularly true in study of consumer behaviour in relation to
counterfeits. Second, in general, the relationship between purchase intention and
purchase is positive and significant. Third, the concept of consumer purchase intention

1s the most widely used connotive measure in marketing effectiveness research.

Chapter 4 proceeds with a review of a wide range of literature related to determinants of
consumer choice process. Based on this review of the literature, the factors influencing

the formation of the consideration set and consumer purchase intention are identified
and expounded. The identified factors are: product involvement, self-accessed product
knowledge, demographic variables (age, gender, education, and household income) and

consumers’ perceptions of a certain brand. It is at this stage that the conceptual research

model 1s formed.

Another focus of chapter 4 is on hypotheses development. Based on previous research,

a set of hypotheses are developed at this stage, which suggest that consumers

perceptions of CBP and BP are influenced by consumer self-assessed product

knowledge and level of product involvement, and that likelihood of consideration and

tendency of purchase of both counterfeit and original version of a brand is a function of

these analysed variables.

Chapter 5 describes the research methodology in detail. The study relies principally on
the quantitative method with the complement of a piece of qualitative research
(presented in Chapter 6), which is used to assist in the construction of the research
instrument used in the principal research. Therefore, the methodology used for the data
collection for the principal research adheres to the quantitative method requirement.
The choice of the studied brands and products is justified through reviewing relevant
literature and discussion of available sources. The overall research design is illustrated,
followed by a detailed discussion of sample design. In addition, this chapter endeavours
to develop a robust and user-friendly research instrument. The research instrument
development processes, problems identified through two piloting tests, and solutions to

the listed problems are reported in detail. In order to reduce the length of the
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questionnaire, a new scale has been developed by the researcher based on the well-
known Likert scale and the Repertory-grid technique. Application of this new scale

assists in reducing the research instrument almost by half, which can be considered a

remarkable achievement.

Finally, issues concerning fieldwork administration are presented at the end of this
chapter. Specifically, this research employed eight fieldworkers to conduct data
collection. The eight fieldworkers were recruited by the researcher personally. They all
received proper training before they were sent into the field. Justification for the use of

touch and gaze techniques, appealing statements and incentives in data collection

process are provided.

Chapter 6 is an extension of Chapter 5. Given its importance to the construction of the
research instrument of this research, as well as the rich nature of this part of the research,
it is reported separately as an individual chapter. More specifically, Chapter 6 focuses
on the qualitative research organisation and presenting the focus group discussion
results. This chapter serves to illustrate the robust and user-friendly requirements of the
research instrument. The objectives of the qualitative study are to identify the criteria
used by consumers to evaluate the studied brands, as well as to establish plain

language/vocabulary that can be adopted in the research instrument. Four focus group

discussions were used to collect data. The data collected is then analysed using the

content analysis technique. Detailed results are presented.

Chapters 7 and 8 deal with data analysis issues and research results. Chapter 7 handles
the issues related to the survey response, validity and reliability of the collected data,

respondents’ profile analysis, validity and reliability of measurements and computing

values for new variables and generating factor scores. The statistical techniques
adopted at this stage include descriptive statistics, binominal tests, one-sample statistics,

factor analysis, Pearson correlation analysis, item-total correlation, Cronbach’s

coefficient alpha, and collinearity statistics.

Chapter 8 focuses on regression analysis and presenting regression results. A series of
tests were conducted before running regression. These include tests of multicollinearity,

normality, consistent variance and casewise diagnostics. To test the hypotheses
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developed in Chapter 4, the method of generalised linear model is used to estimate
regression equations across 4 brands and 2 versions of each brand incorporating the
variables of product involvement, product knowledge, perceived brand image, and
demographic variables (age, gender, education attainment, and household income). In
the cases where the normality distribution assumption is severely broken, R
Commander’s super data transformation functions (Box-Cox and Box-Tidwell) are
utilised. Both before and after data transformation regression results are reported, a

decision is made on which equations are to remain for further interpretation and

discussion. Interpretations of results and discussions are presented in detail in this

chapter.

Finally, chapter 9 summarises the research results and provides a detailed discussion of
the overall research findings. The research limitations and suggested areas for further

research are presented. It also highlights the original contributions to theory and

methodology that this study has made, as well as managerial implications for both

marketers and policy makers.

1.9  Summary

This introductory chapter has sought to provide a description and brief explanation of
the chronology and substance of the present study. It has conveyed the initial research
problem, provided a rationale for the study, outlined the aim and objectives of the thesis,
and provided an overview and chronological outline of the chapters through indication

of the structure and sequence of the thesis. In so doing, the chapter has provided an

account of the purpose, aim and objectives of the study, as well as how the objectives

will be achieved.
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2.1  Introduction

Counterfeiting is not a new business practice. However, it has expanded rapidly over
the last few decades. Following the introduction section, the main body of this chapter
starts off by drawing an overall picture of the counterfeiting phenomenon in relation to
its development, scope, impact, producers and recipients. The counterfeiting situation
in the UK is presented in detail in the third section, as this research is to be conducted 1n

the UK. Section four provides a detailed discussion of a number of terminologies
(counterfeiting/counterfeit product, imitation, and piracy). This research argues that
misuse, misunderstanding and interchange of these terms appear to be common in
previous studies, which has caused difficulties in terms of comparison of previous
research findings. This section points out that under some circumstances, imitation,
counterfeiting, and piracy were defined differently, whilst in some cases they were
perceived as the same kind of practice. Therefore, to define the term counterfeiting 1s

crucial for any study concerning counterfeits in order to avoid causing unnecessary

confusion.

Based on the detailed discussion of the definitions of counterfeiting/counterfeit product,
the definition adopted in this study is decided upon and reasons for the choice are
provided in section five. In a response to the wide spread of counterfeits, anti-
counterfeiting campaigns are on the agendas of supranational organizations, national
governments and manufacturers. Issues related to anti-counterfeiting are reviewed in
section six. Section seven discusses how counterfeits are classified and which
categorisation this research focuses upon. Past research on the study of counterfeiting is

reviewed in section eight. The review mainly focuses on studies investigating
consumers and counterfeits. Principal research streams are illustrated in detail. The

research problem is identified based on the detailed literature review and presented in

section nine. The chapter ends with a brief summary.

The purpose of this chapter is to draw a full picture of counterfeiting from the

perspectives of both counterfeiting as an economic phenomenon, and previous related
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research. Thereafter, an obvious research problem is identified and a clear research

scope drawn for the current study — non-deceptive counterfeiting in the UK.

2.2 The Counterfeiting Phenomenon: Development, Scope, Impact, Producers and
Recipients

Although counterfeiting is currently a topic of keen global interest, it is hard to trace

when it first began. Certainly, this phenomenon is not new. For example, counterfeit

painting became so common in the late Ming Dynasty (1368-1644) in China that 1t was

recorded that only one in ten paintings was estimated to be genuine (Clunas 1991).

Counterfeiting was listed in an English statute of 1352 as one of the “seven heads of

treason”, a crime punishable by hanging or bumning at the stake. Reports of women
being sent to the stake for counterfeiting coins can be found until the mid-1790s.
American law extended the concept to product counterfeiting in the 1800s, but it had
always been strict with currency counterfeiting. Comprehensive trademark legislation
(the Trademark Act of 1870) was enacted in the United States in 1870. All this 1s

evidence that counterfeiting has existed for several hundred years at least.

Although counterfeiting is not new, it had never been such a serious concern to national
governments, supranational organizations and legitimate manufacturers until the 1970s.

Harvey and Ronkainen (1985) state that counterfeiting has been a problem for a long

time, yet it was only in the 1970s that it mushroomed. Indeed, it is estimated that the

value of counterfeit goods in the world market has grown by 1100% since 1984 (Blatt
1993; Carty 1994). The International Anti-Counterfeiting Coalition estimates that
counterfeit products accounted for $200 billion in lost sales for United States companies
in 1994, up from $60 billion seven years previously (Chaudhry and Walsh 1996;
Freedman 1999). Globally, the sales of counterfeit products are estimated to be about
$300 billion (Gentry et al. 2001; Chaudhry and Walsh 1996). The International

Chamber of Commerce estimates that counterfeit products account for 8 per cent of

world trade (Freedman 1999). It should be noted that, accurate records of the growth
and magnitude of product counterfeiting are unavailable, since companies must estimate
volumes on the basis of seizures made and sudden unexplained drops in their market.
The same is true for industry organizations and regulatory authorities, who can only

estimate the impact on total trade and the economy generally. However, these statistics,
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despite their wide-ranging differences, imply that counterfeiting is growing rapidly and

that the growth will continue.

The preferred targets of counterfeiters are products which carry a high brand image and
require a relatively simple production technology, such as clothing, consumer
electronics, media, cigarettes, watches and toys (International Anti-Counterfeiting
Coalition 2003). However, counterfeiting no longer involves just currency (Anti-
Counterfeiting Group Survey Report 2004) and highly visible branded consumer goods;
the scale of counterfeiting has spread beyond this. Large scale counterfeiting has

emerged in a variety of industries, including medical equipment, prescription drugs
(Granzin 1992; Bikoff 1983; Diamond 1981; Schwartzman 1976), agricultural
implements (Harvey 1988), auto parts (Bikoff 1983; Fletcher and Wald 1987), sports
equipment (Gentry et al. 2001), high-technology consumer electronic products
(Grossman and Shapiro 1988a) and even aeronautical instruments and military parts.
Counterfeit transistors have been discovered among parts destined for use 1in U.S. space
shuttle tests (Bikoff 1983; Roberts 1985). Indeed, no product categories are left
unscathed (Shultz II and Saporito 1996). The spectrum of goods being counterfeited is

limited only by the outer bounds of the human imagination.

Counterfeiting has an effect on four involved communities, consumers, legitimate
manufacturers, brand owners and society as a whole. In general, it is regarded as a
serious economic, social, and political problem. It affects consumers’ confidence in
legitimate products, destroys brand equity and companies’ reputations (Wilke and
Zaichkowsky 1999), causes loss of revenues (Grossman and Shapiro 1988a, b; Bush et
al. 1989), increases costs associated with trying to contain infringement, impacts on
hundreds of thousand of jobs (Bamossy and Scammon 1985), and threatens consumer
health and safety (Grossman and Shapiro 1988a; Chakraborty et al. 1996; Cordell et al.

1996; Tom et al. 1998). Moreover, in some cases the financial benefit generated from
counterfeits might be used as financial support to terrorism (Playle 2003).

Counterfeiting has emerged as a major headache for global marketers (Blatt 1993;

Sweeney et al. 1994).

In the Far East, product counterfeiting takes place on a wide scale in China, Taiwan,

South Korea, Singapore, Indonesia and Malaysia, but it is by no means restricted to the
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Far East. About 50% of counterfeit products come from the Far East, 25% from New

York and the remainder from other countries (Delener 2000). The U.S. is not only a
main recipient of counterfeits, but also a significant counterfeit generator. US industries
estimated that they suffered losses of US$5.53 billion - more than one-third of global
losses — as a result of piracy of copyrighted products in Asia (Ang et al. 2001), whereas

Asia accounts for more than one-third of the losses arising from counterfeiting (Asian
Wall Street Journal 1999).

2.3  Counterfeiting in the UK

Unlike the U.S. which has proven to be not only a major victim of IPR infringement,
but also a major source of counterfeit merchandise (Nill and Shultz II 1996), the UK is
low on the list of producers of counterfeits; however, it is perceived to be one of the
main recipients of counterfeits in the world (Kay 1990). In 2001, the Anti-
Counterfeiting Group (ACG) estimated that the cost to the UK economy alone of
counterfeit goods was at least £2.8 billion in 2001; this figure had increased to about
£10 billion 1n 2003 (ACG Survey Report 2004). It is no longer just luxury brands that
are at stake, but also a wide array of consumer goods including such products as soap

powder, spirits, food, pharmaceutical products (Stewart 2003), prints (Key 1990) and
software (Chaudhry and Walsh 1996).

In the UK there is evidence that the consequences of counterfeiting to the legitimate
producer include not only lost revenues, but also the high cost of combating
infringement. For example, Marks and Spencer’s invested in a ‘smart tag’ in order to
make 1t easier to separate the genuine from the counterfeit (Stewart 2003).
Counterfeiting also causes about 4100 job losses per annum in the UK (ACG Survey
report 2004). It 1s reported that a Scottish woman died after drinking fake vodka in 2003
(ACG Survey Report 2004). Furthermore, recent investigations initiated by UK
customs officials seem to confirm that counterfeiting and piracy are linked to drugs and

terrorist networks (Playle 2003).

A stricter IPR law against counterfeiting is now enforced in the UK, based on the 2002

Act that came into force in November 2002. The 2002 Act (which amends the

Copyright, Designs and Patents Act of 1988 and the Trade Marks Act of 1994)
tightened up the regulation of copyright and trademark infringement in an effort to
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reduce the losses being sustained by British businesses as a consequence of
counterfeiting and piracy. The new maximum penalty for these offences for conviction
on indictment is an unlimited fine and/or up to 10 years in prison to reflect the

seriousness of these crimes (The Patent Oftice 2002).

Regardless of the damage caused by counterfeiting and the strengthening of law
enforcement, a survey commissioned by the Anti-Counterfeiting Group demonstrated
that in 2003, about one-third of consumers would knowingly purchase counterfeit goods
if the price and quality of the goods were right, and 29% of subjects saw no harm 1in
product counterfeiting so long as the products did not put the purchaser at risk (ACG
Survey Report 2004). These results are in line with previous research findings (Bloch et
al. 1993; Wee et al. 1995; Tom et al. 1998; Phau et al. 2001).

2.4  Counterfeiting/Counterfeit Product, Imitation, and Piracy

This section deals with issues related to counterfeit definition. The current situation and
the problems caused by lack of a fixed definition are discussed. A number of
terminologies (counterfeit, imitation, and piracy) used by previous researchers in studies
of the counterfeiting phenomena are analysed, with the aim to differentiating them
literally, as well as demonstrating that misunderstanding and misuse of these terms have

occurred in previous research. Finally, a definition that is considered suitable and is

commonly accepted by prior researchers is chosen for the current research.

2.4.1 The Overall Situation

As noted above, counterfeiting has been a concern for national governments and
legitimate manufacturers for a long time. Nevertheless, there is no commonly accepted
definition of this phenomenon.  Consequently, researchers have been using
counterfeiting, counterfeit product, imitation, and piracy interchangeably. A generally
acceptable generic definition and a number of characteristics are proposed by the
General Agreement on Tariffs and Trade (GATT): The intent to wrongfully benefit
through deceit from the efforts of a firm to establish and maintain a product or corporate
image with the consumer or the public at large. This statement indicates that
counterfeiting is driven by profit, and that the practice is regarded as deceitful, and 1s
wrong. The GATT definition of counterfeiting is however far too general, which raises

the following questions: a) What are the relationships between trademark, copyright and
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patent? b) What are the differences between counterfeiting, imitation, piracy and
passing off? Unfortunately, no fixed answers to these questions have been found so far.

Therefore, it is not surprising that researchers have different understandings of the

nature of counterfeiting.

2.4.2 Analysis of Definitions of Investigated Terminologies

The majority of definitions/understandings of counterfeiting, imitation, and piracy
which have appeared in previous studies of counterfeiting will be listed. In order to
draw a clear picture, they are presented in three tables. These three tables have the same
format, with each of them containing five major components: terminology, definition,
original source, cited by and defined by. “Terminology” refers to the phrase used in the
original source, either articles or law dictionaries. In order to avoid any possible
misinterpretation from editing, the expression(s) was (were) copied directly from the
original works of previous researchers and pasted into the three tables. The “original
source” represents the source of the definition. The “cited by’ and “defined by” refer to
whether the definition is defined by the author or cited from other sources. One point
for clarification is that it is assumed that the definition is given by the author(s) so long
as the author(s) did not state where it is originally from. As it is the intention to argue

that people hold different understandings with regard to “counterfeiting” and

“counterfeit products”, but do not searching for correct answers to these definitions,

therefore, some expressions that are displayed in the three tables might not necessarily

be held as proper definitions. The principle, insofar as it represents the author’s

understanding of the relevant terminology, is displayed in the table.

Table 2.1 is a review of the definition/understanding of counterfeiting/counterfeit
product adopted by previous researchers. Counterfeiting is categorised into commercial

counterfeiting and monetary counterfeiting. = Commercial counterfeiting is the
counterfeiting of a brand name or trademarked merchandise. A counterfeit is a spurious
mark that is identical with or is substantially indistinguishable from a registered mark

(Bamossy and Scammon 1985). Monetary counterfeiting refers to forged money (see
Black’s Law Dictionary, 5™ Edition). In fact, this usage can be traced back to 1650
(Scott 1953). Generally speaking, before commercial counterfeiting burgeoned in the

1970s, counterfeiting was mainly used to refer to the production of fraudulent money.
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Table 2.1 Definitions of counterfeiting counterfeit products

CP CPs are those bearing a trademark that is identical to, Scrivener Regulation Chaudhry
or indistinguishable from, a trademark registered to and Walsh
another party and infringes the nights of the holder of 1996
the trademark.

The unauthorized use of a registered trademark on a US Intemational trade Grossman
product that is identical or similar to the product for Commission 1984 and Shapiro
which the trademark is registered and used 1988a

The intent to “wrongfully benefit through deceit from General Agreement of Grossman

the efforts of a firm to establish and maintain a product | Trade and Tariff and Shapiro
or corporate image with the consumer or the public at
large.

- A CP is designed to “be like” the original and provides | Consumer Evaluations of -
consumers with a less expensive cop Brand Imitations Gargoun 2001
T bl -l A
1995a

1988b

' A CP is one which the manufacturer produces with the | Brand Imitation: do the Lal and
intention of deceiving the consumer by leading buyers | Chinese Have Different Zalchknwsky
to believe that they are purchasing the genuine article. Views? 1999
C’'ing C’ing refers to the unauthorized copying of the content | Enforcement against Chow 2000
of a fixed medium of expression, such as films, Counterfeiting in the
musical recordings, and computer software. People’s Republic of
China

' C’ing refers to a “direct” copy. -- Wilke and
Zaichkowsky
1999
O e R - 5 A
Nill and Schultz 1996 Smith 2002
Kay, 1990 Wee et al
1995

Shultz Il and
Saporito 1996

C’ing - the production of copies that are identically
packaged including trademarks and labelling, copied so
as to seem to a consumer the genuine article.
C’ing is the unauthorized production of goods that are
legally protected by trademarks, copyrights or patents.

Protecting Intellectual
Property: Strategies and
Recommendations to Deter
Counterfeiting and Brand

"
Piracy in global Markets

I C'ing

C’ing C’ing can be described as the fraudulent practice of Product Counterfeiting: Bamossy and
affixing a false trademark to a product. Consumers and Scammon
Manufacturers Beware 1985

C’mg/ Commercial counterfeiting is the counterfeiting of The Lanham Act, Section Bamossy
brand name, trademarked merchandise... A counterfeit | 1127 and

is a spurious mark which is identical with or is Scammon
substantially indistinguishable from a registered mark.
Counterfeit: to forge: to copy or imitate, without
authority or right, and with a view to deceive or
defraud, by passing the copy or thing forged for that
which is original or genuine, Most commonly applied
to the fraudulent and criminal imitation of money or
securities.

There are four types of counterfeits:
e  True CPs that look as much like the original as
possible and use the same brand name

o  Look-alikes that duplicate the original and bear a

different name, but not a private label of a
branded industrial product

Reproductions that are not exact copies
Unconvincing imitati

Black’s Law Dictionary §"
Edition

Assessment of the Impact
of Counterfeiting in
International Markets: the
Piracy Paradox Persists

Walsh 1996

Foreign Counterfeiting of - Grossman and
Status Goods Shapiro 1988a

Consumer “Accomplices” Bloch, Bush
in Product Counterfeiting and Campbell
1993

Pricing Strategy and Papadopoulos
Practice: Pnicing and Pirate
Product Market Formation

Product counterfeiting, commonly defined as the

unauthonized copying of trademark or copyrighted
000ds, harms legitimate producers through lost sales.

Product designed to imitate a genuine product,
typically those associated with a particular trademark
or brand name. It is made to resemble, as closely as
possible, the authentic product, with the objective of
deceiving the consumer and defrauding the producer.

CPs are those bearing a trademark that is identical to,
or indistinguishable from, a trademark registered to

another party and infringe the rights of the holder of
the trademark.

Note: C’ing = Counterfeiting: CP = Counterfeit

Scnivener Regulation Bian and
Veloutsou
2004, 2008,
2006
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Some researchers believe that commercial counterfeiting, by its nature, is theft with an
aim to deceive consumer (e.g. Green and Smith 2002), and is therefore illegal, whereas
other consider that commercial counterfeiting to be more complicated than is thought.
These researchers classify counterfeiting into different categories (e.g. Chaudhry and

Walsh 1996; Grossman and Shapiro 1988a). According to these authors, some

categories are illegal, but some are legal. Table 2.1 also shows that in some cases,

researchers do not distinguish between counterfeiting, imitation and copyright

infringement (e.g. Papadopoulos 2004; Chow 2000; Chaudhry and Walsh 1996; Bloch
et al. 1993).

Table 2.2 Definitions of imitation

b

Imiatation Brand imitation is designed so as to “be like” and make | Consumer Evaluations of
consumers “think of” the original brand. Brand Imitations
I Imitation is akin to a certain degree of resemblance.

In using the word “imitate”, what is typically meant is

an effort to reproduce the major ingredients or
Imitation

Brand Confusion:
Empirical Study of a Legal
Concept Psychology &
Marketing

Consumer *“Confusion” of Loken, Ross
Origin and Brand and Hinkle
Similanty Perceptions 1986

functional properties of the product, perhaps to emulate
promotional them, advertising/promotional strategy,
distribution, price and other components of the
marketing mix; not to “copy” those distinctive and
stylistic (non-functional) aspects of the product which
have become trademarks
The making of one thing in the similitude or likeness of
another: as a counterfeit coin is said to be made “in
imitation” of the genuine. An imitation of a trademark
1s that which so far resembles the genuine trademark as
the be likely to induce the belief that it is genuine,
whether by the use of words or letters similar in
appearance or in sound, or by any sign, device, or other
means.
Brand imitation — or “passing off”’, in legal language —
1s based on similarities.

Black’s Law Dictionary §°
Edition

Wilke and
Zaichkowsky
1999

Brand Imitation and Its
Effects on Innovation
Compsetition, and Brand

I

I

I

Table 2.2 displays the interpretations of imitation that have appeared in previous

Imitators need not copy directly; they need only

borrow or copy some aspects or attributes of the
original.

Brand Imitation and Its
Effects on Innovation
Competition, and Brand

Equi

Product Counterfeiting: Bamossy and
Consumers and Scammon
Manufacturers Beware 1985

Brand imitation: do the Gentry | Laiand
Chinese have different et al. Zaichkowsky
views? 2006 1999

Wilke and
Zaichkowsky
1999

In merchandising jargon, an imitation is a copy of an
original that is not sufficiently similar to constitute a
counterfeit.

Imitation is legal manufactuning of look-alikes
(including many generics) or ‘knock-offs’, while
overruns are associated with outsourced manufacturers

who produce more than the contracted amount and
distribute the extras through unauthorized channels.

academic articles. As mentioned previously, the term ‘imitation’ was used to refer to
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counterfeiting in some counterfeiting studies. Nevertheless, in no case does the
literature reviewed here show that counterfeiting was used to refer to imitation. It
seems therefore that researchers who investigated imitation-related issues have a clear
understanding of imitation practice. Researchers seem to agree that the aim of imitation

is to ‘be like’, but not to ‘be’ (e.g. d’Astous and Gargouri 1999; Wilke and
Zaichkowsky 1999; Bamossy and Scammon 1985)

Compared with piracy and counterfeiting, imitation is a more general and neutral term.
Researchers studying imitation are fully aware of the differences between counterfeiting
and imitation. Counterfeiting is direct copy, whereas imitation means ‘indirect copy’
(e.g. Bamossy and Scammon 1985). As Kapferer (1995b) states: “The imitation is
subtle, often based on partial differences: the imitator recreates an overall similanty,
even if the details of the packaging differ between the national brand and the copying
own-label product.” The researchers in the study of imitation appear to be fully aware
of these differences. From a legal perspective, imitation also defers to both piracy and
counterfeiting as both piracy and counterfeiting are illegal according to legislation;

whereas, imitation does not necessarily break the law unless it is proven that 1t has

caused confusion to consumers (Bamossy and Scammon 1985).

Table 2.3 Definitions of piracy

Definition Citedby | Defined b

Piracy Pirated goods are goods that are copies made without Scrivener Regulation Chaudhry
the consent of the holder of the copyright or related and Walsh
rights. 1996

Product piracy: The
problem that will not go

Piracy is counterfeiting. The intention is not always to
deceive the consumer. The consumer is aware that the
product he is buying is an unauthorized copy of the

original product.

Piracy Piracy is the unauthorized use of copyright or patented
goods or 1deas. Pirates are engaged in all processes of
IPR theft including, for example, the distribution and
sale of counterfeit products or the theft of technology

that enables production capability.

Piracy When a counterfeit is sold at a fraction of the usual
selling price, this is said to be a signal to consumers
that the goods are counterfeit. Such a case is usually
referred to as piracy, since the manufacturer’s intention
is not to deceive the consumer as to the true origin of

the goods

Piracy { The term pirated brand refers to products that are also
copies of 1tems, but they are produced in the
knowledge that the customer will be aware that the
item is a fake, so it is usually sold at a fraction of the

Piracy, like counterfeiting, involves the unauthorised

duplication or reproduction of a copyright or patented
product. Piracy, while defrauding right holders in the

same way as counterfeit products, does not include the

Papadopoulos
2004
act of deception.

Piracy | Piracy is usually limited to the copying of software, Brand imitation: do the Gentryet | Laiand
music, or videos. Chinese have different al. 2006 Zaichkowsky
views? 1999
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McDonald and
Roberts 1994

away

Shultz 1l and
Saporito 1996

Protecting Intellectual
Property: Strategies and
Recommendations to Deter
Counterfeiting and Brand
Piracy in Global Markets
Product Counterfeiting:
Consumers and
Manufacturers Beware

Bamossy and
Scammon 1985

Understanding Consumer Prendergast,
Demand for Non-deceptive Chuen and
Pirated Brands Phau 2002

Pricing Strategy and
Practice: Pricing and Pirate
Product Market Formation
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Table 2.3 represents a summary of the diverse definition/understandings of piracy held
by previous researchers. It is commonly accepted that piracy involves unauthorised
duplication and reproduction of copyright or patented products (Chaudhry and Walsh
1996; Papadopoulos 2004; Predergast et al. 2002). Both pirated goods and counterfeits
are infringements of intellectual property rights (copyright, patent and trademark).

Some previous researchers believe that piracy is counterfeiting, with the only difference
being that piracy does not tend to deceive the consumer (e.g. McDonald and Roberts

1994). The consumer is aware that the product he is buying is an unauthorised copy of
the original product (McDonald and Roberts 1994; Bamossy and Scammon 1985;
Predergast et al. 2002). Nevertheless, some researchers seem to differentiate literally
between piracy and counterfeiting. They believe that piracy is like counterfeiting, but is

not counterfeiting. Piracy infringes copyright and patent, whereas counterfeiting 1s an

offence against trademark (e.g. Chaudhry and Walsh 1996; Papadopoulos 2004).

Table 2.1, Table 2.2 and Table 2.3 represent summaries of definitions/understanding of
counterfeiting and counterfeit products, imitation, and piracy which have appeared in
academic works over the last few decades. The tables clearly show that some of the
definitions of counterfeiting noted above reflect only part of the picture, and it is also
clear that people hold different understandings of the same terminology.
Misunderstandings and even misuse of the terms do exist. Quite often imitation and
piracy are used to refer to counterfeiting rather than the other way around. Furthermore,
some articles have adopted different terms to refer to the same practice, for example

Ang et al. (2001), Kapferer (1995a), Foxman et al. (1990) and Gentry et al. (2001). To
judge which definition/understanding is correct is beyond the scope of this study. What

1s stressed here is that it is necessary to distinguish brand imitation from counterfeit
products (Kay 1990), and that counterfeiting should be distinguished from copyright
piracy, which refers to the unauthorized copying of the content of a fixed medium of

expression, such as films, musical recordings, and computer software (Chow 2000).

From the tables in section 2.4 it can also be seen that, in some cases, the authors did
intend to distinguish the differences between these terminologies. However, one

problem in developing countries is the absence of a uniform definition of the practice
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(Russel 1983). Furthermore, the problems with laws is that (1) they can change over

time, (2) they vary from country to country, (3) they can vary within a country, such as
the United States, (4) each case is dealt with separately, and (5) the interpretation of the
laws as they apply to each case is made by different people with different experiences,
beliefs, and values (Wilke and Zaichkowsky 1999). Usually, the courts side with the

manufacturer, and see no difference between pirated and counterfeit goods either. All

these could be triggers of the misunderstandings and mixed use of different terms.

Having said all of the above, generally speaking these three terms refer to different
practices. Although it is very true that people hold distinctive views on whether these
practices are good or bad, it is clear that to some degree all of these three practices can
create similar problems for original brands because under certain circumstances they all

infringe the original’s image and profits.

2.5  Definition of Counterfeiting Used in This Study

As revealed earlier, counterfeiting has been defined in many ways by both researchers
and practitioners. It can be easily confused with imitation and piracy by both
researchers and readers. Therefore, in line with Phau et al. (2001) and Hoe et al. (2003),
it is suggested that it is necessary to have a clear demarcation of counterfeiting before

researchers carry out any investigation. This would be helpful for the researchers 1n

identifying relevant literature, and to have clear guidance on their overall research plan;

1t would also be helpful for readers in interpreting the research findings.

The definition of a counterfeit product used in this study is taken from Chaudhry and
Walsh (1996): counterfeit products are those bearing a trademark that is identical to, or
indistinguishable from, a trademark registered to another party and infringes on the
rights of the holder of the trademark (Scrivener Regulation). This definition is
consistent with the views of both practitioners and researchers, has been widely adopted
by previous researchers (e.g. Bamossy and Scammon 1985; Grossman and Shapiro
1988a, b; Kapferer 1995a; Chaudhry and Walsh 1996; Bian and Veloutsou 2004, 2006;
Veloutsou and Bian 2005), and it fits the studied products of this research well. In order
to achieve a common understanding of counterfeit products between the research

participants, the definition adopted is displayed on the cover page of the self-

administered questionnaire.
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2.6  Anti-Counterfeiting, Anti-Counterfeiting Outcomes and Proposed Reasons

The negative impacts caused by counterfeit practices have drawn a great deal of
attention from supranational organizations, national governments, legitimate
manufacturers and brand holders (Green and Smith 2002). In response to the fast-

expanding counterfeiting phenomenon, national anti-counterfeiting legislations have
been strengthened (e.g. US Trade Mark Counterfeiting Act 1984, UK The IPR 2002
ACT), international legal anti-counterfeiting measures have been developed (e.g., the
General Agreement on Tariffs and Trade, Trade-Related Intellectual Property Rights),
various supranational anti-counterfeiting organisations (e.g. the International Anti-
counterfeit Coalition, Anti-counterfeiting Group) have been set up with the same
purpose - to eliminate counterfeiting. Moreover, individual firms have been dedicated
themselves to curb counterfeiting. For example, Louis Vuitton employs sixty full-time
people at various levels of responsibility to work with teams of investigators and
lawyers in order to protect its brand from counterfeiters (LVMH 2006). Due to both
the time and wordage restrictions on this research, as well as the fact it is beyond the

scope of this study, the detailed legal framework is not reported here.

Despite the increased efforts of national governments, supranational organizations and

also individual manufacturers, the loss figure caused by counterfeiting continues to
climb. For example, as noted earlier, the value of counterfeit goods in the world market
has grown by 1100% since 1984; within seven years the estimated value of counterfeit
products increased by $140 billion (Chaudhry and Walsh 1996; Freedman, 1999) The
estimated figure reached £10 billion in 2003 in the UK, which is almost 3 times more
than in 2001 (ACG 2004), and the International Chamber of Commerce (ICC) projected
that the counterfeit market would soon exceed $500 billion per year (ICC 2003).
Clearly, the reality is business as usual for most IPR pirates (Gentry et al. 2006).

Overall, the success of governments has been limited. @ Even within the U.S.,

governmental policing efforts have met with limited success (Olsen and Granzin 1992).

Several factors have contributed to the growth of this phenomenon. - Apart from the
obvious financial incentive (Ang et al. 2001; Shultz II and Saporito 1996; Nill and
Shultz II 1996; Harvey and Ronkainen 1985), the increase may stem from

decentralization of political power in many regions, as regions become more concerned
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about the immediate welfare of local companies, employees of those companies and
other regional stakeholders. This is especially true in transitional economies such as
China, Vietnam and Russia (Shultz II and Le 1993; Shultz II and Ardrey 1995). Further
more Harvey (1988) and Roberts (1985) state that counterfeiting is regarded as an
industrial development strategy for some developing countries. According to Harvey,
some producers in developing countries have not mastered the ability to develop
products of their own, however, they have progressed enough to produce replica

products. Since they have not gained a reputation that would help their products to

stand on their own, it is more likely that they adopt a counterfeiting strategy.

At a more basic level, some countries and many IPR pirates refuse to accept the 1deas
and concepts espoused by the WTO and pressure from developed countries; indeed,
they may even acknowledge that they engage in or support counterfeiting (Chow 2000).
Bush et al. (1989) claim that counterfeiting continues to flourish because multinational
marketing has created high worldwide demand for well-known brands. In addition,
technological advances enable counterfeiters to produce brand name products easily
(Gentry et al. 2001; Delener 2000) and the removal of trade barriers makes it likely that
counterfeiting will continue to abound (Cottman 1992; Harvey 1988; Kay 1990).
Inadequate penalties for commerce in counterfeiting and weak enforcement of the
respective laws and regulations have also been blamed for the growth in counterfeit
trade (Bush et al. 1989; Kay 1990; Harvey 1987; Roberts 1985). Irrespective of these

issues which are considered responsible for the wide spread of counterfeiting, a number

of researchers claim that counterfeit will always exist and grow so long as the demand

for them is still strong (Robert 1985; Bloch et al. 1993; Chakraborty et al. 1996). This
statement is in the same vein as the economic theory which suggests that if there is little

or no demand for a product, supply will also decrease.

It would be naive to claim that the demand for counterfeit products should take full
responsibility for the boom in counterfeiting, but it is certainly one of the main reasons

why anti-counterfeiting campaigns appear to achieve little success despite the efforts by
countries to improve and enforce relevant legislation (Bamossy and Scammon, 198)J).

It is also well-recognized that counterfeiting activities can be It 1s argued that it is
crucial to understand why consumers are accomplices to counterfeiting, before victims

of counterfeiting can make any successful achievements in curbing the practice.
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Therefore, the study of counterfeiting from the consumers’ perspective will be very

valuable.

2.7  Types of Counterfeiting and Choice of Non-deceptive Counterfeiting Context

Consumers are not always deceived when involved in counterfeiting transactions.
Grossman and Shapiro (1988a) classify the practice of consumers knowingly
purchasing counterfeit products as non-deceptive, and classify unwitting purchase as
deceptive. Despite the fact that Grossman and Shapiro’s (1988a) classification of
counterfeiting is widely accepted, the way that they classify counterfeiting by drawing a
clear line between deceptive and non-deceptive may be somewhat stringent. It is not
always the case that either consumers do not know or are fully aware that what they are
buying is the genuine branded product or its counterfeit counterpart. For example,
consumers might be suspicious about goods, but may assume they are stolen
merchandise, or they may think that the seller has obtained the goods through parallel
import arrangements (Wilke and Zaichkowsky 1999). This study extends Grossman
and Shapiro’s (1988a) counterfeiting categorization by introducing a third notion. Here,
in the scenario which consumers are fully aware that they are buying non-genuine
brands 1s named as non-deceptive counterfeiting. In contrast, if goods are counterfeit

products but the consumers are given clear indication that the goods are genuine when

they are purchased, this scenario is labelled deceptive counterfeiting. The third

category 1s named blur counterfeiting, as it refers to the reality that, in some cases,

consumers are not sure whether products are counterfeit versions, genuine versions,

genuine versions but from parallel import arrangement, genuine versions which are on

sale, or even stolen merchandise, when they pursue purchases.

Green and Smith (2002) suggest that non-deceptive and deceptive counterfeiting have

different characteristics. Non-deceptive counterfeits are considered to pose little or no
health or safety risk to the public, have little demonstrable impact on brands being
counterfeited, can even provide some demonstrable benefit (e.g. employment) to the

nation, and consumers can be viewed as accomplices in the activities. In contrast,
deceptive counterfeits are believed to bring potential health and safety nisks to
consumers, lead to calculable losses to governments, damage brand equity and cause

loss of sales. Therefore, in comparison to non-deceptive counterfeits, deceptive
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counterfeits are likely to receive a more enthusiastic response from local authorities for

requests for intellectual property protection (Green and Smith 2002).

This study only focuses on the non-deceptive counterfeit. The choice of the non-
deceptive counterfeit context is considered important, because only under these
circumstances is it possible to investigate consumers’ true perceptions of counterfeit

branded products. Moreover, only under these circumstances will consumers’

perceptions of counterfeit products reflect their demand for counterfeit products, and

thereafter influence their choice processes.

2.8  Past Research on Counterfeiting

This section consists of two sub-sections. The first sub-section aims to review the
relevant works on the study of counterfeiting. The second sub-section focuses on
reviewing literature in the study of consumer and counterfeiting, and points out that the

study of the influence of consumers’ perceptions of counterfeits on consumer choice is

overlooked and more work is required.

2.8.1 Overview of Past Studies
As noted earlier in this chapter, counterfeiting has emerged as a major problem for

global marketers since it started spreading globally in the 1970s. It has been more than

three decades since counterfeiting first drew the attention of researchers; however, it

appears that the study on this phenomenon is still very limited. In reviewing the limited

literature, the research works can be categorised into four broad categories: general

study; normative impact study; anti-counterfeiting strategy study and consumer study.

The general study covers literature published in journals, which look at general issues
regarding counterfeiting. Most of these articles cover a wide range of the aspects of
counterfeiting. These articles are by Wilke and Zaichkowsky (1999), Roberts (1985),
Chaudhry and Walsh (1996), Nill and Schultz II (1996), Harvey and Ronkainen (1985),
Chow (2000), Bikoff (1983), Lat and Zaichkowsky (1999), Globerman (1988) and
Stone (2001). The normative impact study group consists of Pepall and Richards
(1994), Grossman and Shapiro (1988a, 1988b), and Yao (2005) who have examined the

impact of counterfeiting on innovation, social welfare, status goods, trade and

monopolists. The anti-counterfeiting strategy study category includes Green and Smith
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(2002), Harvey and Ronkainen (1985), Harvey (1987, 1988), Olsen and Granzin (1992),

Nejdet (2000), Bush et al. (1989) and Shultz II and Saporito (1996).

Realising the significance of studying counterfeiting from the consumers’ perspective,
more recently researchers have devoted more attention to the examination of consumer-
related issues. These articles will be reviewed and discussed in detail in the following

section. In contrast, no detailed discussion is provided here in relation to the other
three aforementioned research streams (general study; normative impact study; anti-

counterfeiting strategy study), as this research focuses on examination of counterfeiting

from the consumers’ perspective.

2.8.2 Consumers and Counterfeits

In order to achieve a clear view of the previous studies on the demand side of
counterfeiting practice, Table 2.4 aims to list the majority of works published in the last
three decades in consumer based study relating to counterfeits. However, it is
acknowledged that a few works may have been overlooked due to the limitation of the
search sources. Nevertheless, it is believed that the review is rich enough to provide a

full picture of what has been investigated in the study of consumers and counterfeits,

what the research findings are and the applied research methods.

Table 2.4 Consumer and counterfeiting/counterfeits studies

(Authors | Tite | Sample | Method JFinding |

Bamossy and
Scammon 1985

Product 38 consumers, US
Counterfeiting:
Consumers and

Consumers did seem to have clear ideas about the
potential consequences of counterfeit goods, for
example manufacturers’ loss of profits and
Manufacturers goodwill and consumers monetary loss and lost
Beware jobs in the U.S.

Cordell and Consumer Reponses | 219 Survey Students selected the counterfeit product versus
Wongtada 1991 | to Counterfeit undergraduates authentic one without regard for legality and
Products yublic welfare.

Bloch, Bush and | Consumer 100 adult Survey Over one-third of the consumers knew that
Campbell 1993 “Accomplices” in consumers at each counterfeiting was illegal, yet preferred the

Product of two locations in counterfeit product over both authentic and non-
Counterfeiting US logo one.

Telephone
survey

Wee, Tan and
Cheok 1995

Non-price 2635 students and Survey Non-price determinants, particularly those
relating to perceived product attributes and

Determinants of 251 working
Intention to adults

Purchase Counterfeit
Goods

attitude towards counterfeiting, affect consumer’s
intention to purchase counterfeit product.

Cordell, Counterteit Purchase | 221 students Survey Consumers’ willingness to purchase counterfeit

Wongtada and Intentions: Role of products is negatively related toward lawfulness;

Kieschmich, Jr. | lawfulness Attitude brand, price and retailer condition influence

1996 and Product Traits as willingness to purchase high and low
Determinants involvement product differently.

Dodge et al. Consumer 532 adult Survey Consumers are ethically predisposed as they

1996 Transgressions in consumers

generally express little tolerance for behavioural
the Marketplace:

transgressions on the part of the customer. They

Consumers’

expressed greater intolerance of those actions that
Perspectives

comprise the indirect economic consequences
factor.
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Exploring 130 students Survey
Consumers’
Evaluations of
counterfeits: The
Role of Country of
Origin and
Ethnocentrism
Consumer Demand Three phases: 1. Survey
for Counterfeit 129 consumers, 79
Goods from the mall, 50
from the flea
market; 2. 232
consumers from
mall and 203 from
flea market; 3. 142
from mall and 126
from flea markets

Use of Negative 87 undergraduate Experimental
Cues to Reduce students, U.S.
Demand for
Counterfeit Products
Consumer 02 MBA students, | Survey
US
negatively affects their purchase intentions of

Misbehaviour: Why
People Buy lllicit
423 adults, Survey
Singapore
74 participant Survey
from a area with
the highest income
in the city
original luxury brands.

Goods
International Interview After consumers make a brand choice in a
purchase context, search may ensue and further
evaluation takes places between a genuine article
and various counterfeits

students
Compared with those who did not buy, those who

Chakraborty,
Allred and
Bristol 1996

Ethnocentrism and country of ongin of the
ongmal manufacturer jointly influence consumer
perceptions of risk and attitudes about

counterfeits.

Tom, Garibaldi,
Zeng and
Pilcher 1998

The results suggest the existence of a typology of
consumer accomplices, sly shoppers who
purposely purchase counterfeits to demonstrate
their consumer shrewdness and economically
concerned shoppers whose intentional purchase
of fake goods is driven by economic concerns.

Chakraborty,
Allred, Sukhdial
and Bristol 1997

Cuing negative aspects of consumers’ typical
beliefs about counterfeits, such as the high failure
rate of counterfeits and the country of origin of
the counterfeit relative to that of the legitimate
product, can reduce their intentions to knowingly
nurchase counterfeit products.
The main effects of product type, buying
situation and price were all significant predictors
of willingness to buy. The interactions of risk
with product type and price with product type
were also significant predictors for some clusters.

Perception and not demography or past product
experience influence purchase intention of
parallel imports. Perception of beneficial and
image properties, more so than perception of
physical properties, influenced purchase
intention,
70 percent of respondents indicated that the
value, satisfaction, and status of original luxury
brand names were not decreased by the wide
availability of counterfeits. The majority of them
disagreed that the availability of counterfeits

Albers-Miller
1999

Ang 2000 The Influence of

Physical, Beneficial
and Image
Properties on
Responses to

Parallel Imports

Do Counterfeits
Devalue the

Ownership of
Luxury Brands?

Nia and
Zaichkowsky
2000

Gentry, Putrevu,
Shultz and
Commuri 2001

How Now Ralph
Lauren? The
Separation of Brand
and Productin a

Counterfeit Culture
Spot the Difference:
Consumer Response
towards Counterfeits

Ang, Cheng,
Lim. and
Tambyah 2001

Consumers aged
15 and above,
Singapore

bought the counterfeits view such purchases as
less risky, and trust stores that sell counterfeits
more. They did not see counterfeits as unfair and
did not see people who buy them as unethical.
The more value-conscious and less normatively
susceptible one was, and the less integrity one
had, the more favourable was one’s attitude
towards piracy. Males and those from lower
income groups held more favourable attitudes.
Attitude towards piracy was significant in
influencing purchase intention.

Phau, Profiling Brand- 9 consumers Focus group | Low spenders on pirated brands of clothing are
Prendergast and | Piracy-Prone formed a focus and survey mainly people aged 19 to 24 with a blue-collar
Chuen 2001 Consumers: An group, 100 occupation, relatively low monthly income,

exploratory Study in
Hong Kong’s
Clothing Industry

consumers, Hong

secondary education level, and no children. High
Kong

spenders on pirated brands are in the age bracket
25-34 with white-collar jobs, a monthly income
of HK$10,000 to HK$19,999, tertiary or
university education and children. Price was not

the sole determinant for purchase. They bought
the pirated brands mainly for private use.

200 consumers sSurvey Low spenders on non-deceptive counterfeits are

over 15 years old, mainly students or blue-collar workers between

Hong Kong the ages of 19 and 24, with secondary education
and earning a monthly income of HK$1,999 or
below. High spenders on non-deceptive
counterfeit brands are mainly white collar

Prendergast,

Chuen and Phau
2002

Understanding
Consumer Demand
for Non-deceptive
Pirated brands

workers between the ages of 25 and 34, with
tertiary education and earning a monthly income
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] | of HKSIOM0W HKSISI%,

Penz and
Stottinger 2003

Harvey and
Walls 2003

Hoe, Hogg and
Hart 2003

Bian and
Veloutsou 2004

Pens and
Stottinger, 2005

Veloutsou and
Bian 2005

Bian and
Veloutsou 2006

Veloutsou and
Bian (waiting
for the authors’
verification)

Brands and Adults Combined Consumers have a very clear picture of the
Counterfeits - What approach benefits of brands over counterfeits.

Do They Have in
Common?
Laboratory Markets
in Counterfeit
Goods: Hong Kong
versus Las Vegas

(survey and
interview

165 consumers survey
aged 18 and
above, UK

Subjects in Hong Kong are more likely to
purchase the counterfeit good than are subjects in
Las Vegas; the price and penalty elasticities are
substantially larger in Las Vegas than in Hong
Kong; and that in both locations the price eflects
of legitimate and counterfeit goods are
asymmetrical in the monetary price and expected
penalty cost. An equal increase in the price of
authentic goods and the expected penalty cost of
counterfeit goods increase the probability that a
consumer will purchase the authentic goods.
Consumers are willing to buy and wear the fakes
but condemn the duplicity of those who do.

Undergraduates,
20x3 both in Hong

Kong and Las
Vegas

Faking it: 20 interviewees,
Counterfeiting and UK

Consumer
Contradictions
Perceived Risk
When Purchasing
Non-deceptive
Counterfeit Products

The constants of perceived nsk are
interdependent and the six risk dimensions
account for a high percentage of the total
variance in the overall risk measure. Financial
risk appears to be the most powerful explanatory
pnent,
The fewer the obstacles to purchase counterfeits
in terms of time needed to find them, geographic
barriers, etc., the more likely consumers will
intend to buy them. At a price level which is
only slightly cheaper than the original, the
embarrassment potential did not affect the
intention to purchase, while the subjective norm
did. At a very small discount, the financial nsk
of making the wrong decision by buying a fake
product and not the slightly more expensive
original is rather high. If the price discount is
high, the financial is reduced, while the social
risk increases. Self identity, price consciousness
and the access to fake products displayed very
little to no effect on the intentions to purchase
counterfeits.
All respondents do not have a very high opinion
of counterfeit brands, while Chinese value them
even less. Consumers find it difficult to
distinguish between the genuine and the
counterfeit brands, and when they are compared
with the genuine, the British believe that
counterfeits are even less trustworthy.
Not all respondents have a very high opinion
regarding counterfeit brands, while Chinese value
them even less. Consumers find it difficult to
distinguish between the genuine and the
counterfeit brands, when they are compared with
the genuine, the British believe that counterfeits
are even less trustworthy.

The interrelationships between the dimensions of

Forget the “Real” 1040 subjects Survey
thing-Take the (quota sample),

Copy! An Austria

Explanatory Model

for the Volitional

Purchase of

Counterfeit Products

Consumer’s 230 consumers Survey
Attitudes Towards aged 18 and above
230 consumers Survey
aged 18 and above
in the UK and 296
in China

Non-Deceptive in the UK and 296
525 responses Survey
aged 18 and above

Counterfeit Brands in China
in the UK and China

Consumer’s
Attitudes Regarding
Non-Deceptive
Counterfeit Brands
in the UK and China

A Cross-National

Examination of perceived risk are supported. The psychological
Consumer Perceived risk is the only dimension of risk that with no

Risk in the Context doubt contributes to the formation of the overall
of Non-Deceptive risk in both contexts. Social risk did not appear

Counterfeit Brands to be an issue. The British seem to have a higher
performance and psychological risk and lower
social, time and physical risk than the Chinese.
The financial, physical and the performance risk
are gencrally ranked higher than the other types
of nsks. Physical nsk is significantly higher than
most of the other types of risk, but it is viewed in
a similar manner with the performance nsk from
the British. Financial nisk is the third most

important type of risk.
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According to Table 2.4, it is clear that later researchers showed a greater interest in the
study of counterfeiting from consumers’ perspectives since Cordell and Wongtada’s
(1991) exploratory study found that students, when faced with a paper and pencil choice
of a counterfeit versus legitimate goods, selected the counterfeit without regard for
legality or public welfare. It has been argued that counterfeits allow consumers to

unbundle the status and quality attributes of the branded products (Grossman-and

Shapiro1988a) and that counterfeiting can damage the reputation of the genuine brand

(Wilke and Zaichkowsky 1999). Therefore, examination of the final purchasers’ views

and attitudes towards counterfeiting is important.

That said, the academic research examining consumers and counterfeits is still relatively
limited and some of the output very descriptive. For example, researchers attempted to

profile the consumers who buy counterfeits. Previous research findings suggest that
demographic characteristics do not have a consistent relationship with the purchasing or
the intention to purchase of counterfeit brands (Table 2.5). Bloch et al. (1993) reported
that age and household income were not effective criteria for distinguishing between
counterfeit accomplices and consumers who would choose genuine brand clothing.
These findings were contradictory to the findings of a number of other studies. Tom et

al. (1998) claimed that the brand-counterfeit-prone consumers were younger and earned

less than consumers who preferred genuine products in all stages of purchase behaviour

(pre-purchase, purchase, and post-purchase). Phau et al. (2001) suggested that low

spenders on counterfeit branded clothing were young, with a blue-collar occupation,

relatively low monthly income, lower education level, and no children; high spenders

on counterfeit branded clothing were in the 25-34 age bracket with white-collar jobs, a

higher income, higher education level, and children. Other studies provided
inconclusive results. Wee et al. (1995) found that although educational level and

household income affected consumer purchase intention, age did not seem to have any
power in terms of explaining consumers’ intentions of purchasing counterfeits. In
addition to demographic variables, past research discover that counterfeit accomplices

are more likely to perceive purchase of counterfeits as less risky and less unfair to

legitimate brand owners than people who do not buy (Ang et al. 2001).

In the past, some researchers have suggested that consumers have clear ideas about the

potential consequences of counterfeit goods in the marketplace and are aware of the
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~ manufacturers’ loss of profits and goodwill, and loss of jobs in the country of
production (Bamossy and Scammon 1985; Bloch et al. 1993). Moreover, it seems that
the ethical issue is clear enough to consumers (Nia and Zaichkowsky 2000; Nill and
Schultz II 1996). Counterfeiting is, by definition, theft (Green and Smith 2002).
Consumers have a very clear picture of the benefits of brands over counterfeits (Penz
and Stottinger 2003). Thus, on one hand, consumers condemn the duplicity of those
who buy counterfeits (Hoe et al. 2003), while on the other hand however, it seems that
they are willing to buy counterfeit goods when they are available (Hoe et al. 2003).
Previous studies suggested that 17 to 38% of the respondents claimed that they would

purchase counterfeit brands for products such as clothing, CD’s, software, purses,
perfumes, videos, and watches (Bloch et al. 1993; Wee et al. 1995; Tom et al. 1998;
Phau et al. 2001). However, counterfeit-prone consumers differ by product types (Wee
et al. 1995; Tom et al. 1998). Surprisingly for some, a number of consumers may even

select counterfeits without considering legal or public welfare issues (Cordell and
Wongtada’s 1991; Bloch et al. 1993).

Table 2.5 Counterfeit-prone consumer profile
Housechold . Studied

egative relationship Functional products: positive Lterature
Wee et al. ; _ oduct Software
1995 No explanatory power | with fashionable relationship Wallets/ourses
items Fashionable items: negative relationship P

Watches

CDs,Software
T-shirts
Purses

irggg Negative relationship [Negative relationship g::g;lfs
Videos
Watches
Ta NES

Phau etal. | Lower spender: 19-24 No straight-line 1. s —
2001 Higher spender: 25-34 No straight-line relationship Clothes

Although anecdotal evidence suggests that price could be the main factor driving the
buyer’s intention to purchase counterfeit brands (Dodge et al. 1996; Bloch et al. 1993),
researchers have challenged this view. Non-price factors, such as attitude, brand status,
educational level, household income, appearance, image, perceived fashion content,
purpose and quality, and retailer conditions, have been proven to have a significant
impact on consumers’ intention of purchasing counterfeits (Wee et al. 1995; Cordell et
al. 1996; Albers-Miller 1999; Phau et al. 2001). The customer’s ethnocentrism and the

genuine manufacturer’s country of origin jointly influence consumer perception of risk

and attitudes on counterfeits and are therefore mediating factors in the formation of
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consumers’ evaluations, feelings towards, and intention to purchase counterfeit brands
(Chakraborty et al. 1996). Furthermore, negative views and experiences from
counterfeits, such as the high failure rate of counterfeits and the country of origin of the
counterfeit could reduce consumers’ purchase intention (Chabraborty et al. 1997).
Researchers claimed that increases in the expected cost, such as the cost of penalties,

could decrease consumers’ willingness to buy counterfeits (Harvey and Walls 2003).
Most recently, research findings reveal that the influential power of a variable may vary
along the change of price difference between the counterfeit product and its counterpart
original version. For example, at a very small discount, the financial risk of making the
wrong decision by buying a counterfeit and not the slightly more expensive original is

rather high. If the price discount is high, the financial risk is reduced, while the social
risk increases (Penz and Stottinger 2005). These authors also claimed that consumer

self- identity, price consciousness and access to counterfeits displayed very little to no

effect on the intention to purchase counterfeits.

The ettect of counterfeits on genuine brands is unclear. The majority of genuine brand
owners agree with the view that the value, the satisfaction provided from, and the status
of the genuine luxury brand names are decreased by the availability of counterfeits.
However, consumers do not believe that the availability of the counterfeits negatively
affects the purchase intentions of the original luxury brands (Nia and Zaichkowsky
2000). Consumers also consider that both counterfeits and the original branded products

are fun and worth the money they paid for them (Nia and Zaichkowsky 2000). Finally,

consumers believe that counterfeits are less trustworthy (Bian and Veloutsou 2006);

they regard counterfeits as low-grade versions that offer less value for less cost, but

consider that this is an acceptable compromise (Gentry et al. 2001).

The most recent cross-cultural studies have discovered that consumers from different
countries may have varying perceptions of counterfeits. Despite the fact of the wider
spread (accounting for 10 percent of products in the retail market) of counterfeits in

China (Hung 2003), Chinese have even lower attitude toward counterfeit brands than
the British (Bian and Veloustou 2006). The British are concerned more about
performance and psychological risk than the Chinese, whereas, it seems that the
Chinese are more worried about social risk and physical risk than the British (Veloustou

and Bian, forthcoming). The cross-cultural studies also reveal that Hong Kong
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consumers appear to be more counterfeit-prone than Las Vegas consumers. The price
elasticities are substantially larger in Las Vegas than in Hong Kong, and Hong Kong

consumers are more likely to purchase the counterfeit version (Harvey and Walls 2003).

2.9  Identified Research Problem

As can be seen from the last section, the existing studies on consumer behaviour related
to counterfeits mainly focus on finding answers to questions such as “whether or not
consumers purchase counterfeits”, “who buys counterfeits?”’, “what factors influence
consumers’ intentions to purchase counterfeits?”, and * what are consumers’ attitudes
towards counterfeits?””. Studies on consumers’ perceptions of counterfeits are scarce.

Moreover, few works have examined counterfeits from a brand perspective. This is
demonstrated by the majority of past studies which investigated a single product class or

multiple product classes rather than specific brand(s). More detailed discussion

regarding this point is provided in Chapter 5.

Penz and Stottinger (2003) state that when look into consumers’ motives for buying
counterfeits, this cannot be effective without investigating their notion of brands.

Brands are powerful entities to organisation and customers, because they blend

functional, performance-based values that are rationally evaluated, with emotional

values that are affectively evaluated (de Chernatony 2001). There are three types of
assets that provide the sources of earnings for brand owners. They are tangible assets,
brands and other intangible assets. Depending on the market, up to 70 percent of
earnings can be attributed to the brand (Perrier 1997). The most valuable assets that
many companies possess are intangible ones, namely, the brands they own (Green and

Smith 2002; Keller 1991; Meters-Levy et al. 1994). For example, in 2005 Sony was

estimated to be worth US$10.75 billion, Levi’s at US$2.26 billion, and Hewlett-Packard
US$ 18.87 billion (Berner and Kiley 2005).

The objective of investing in brand development is to create an identity around which
products and services come to be recognized and valued by customers, and from which
customer loyalty is built (Levy and Rook 1981). A successful brand is an identifiable

product, service, person or place, augmented in such a way that the buyer or user

perceives relevant, unique, sustainable added values which match their needs most

closely (de Chernatony and McDonld 1998). Given that the consumer has come to
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realize that a particular brand represents better quality, unique features, style and/or
excellent service, successful brand goods usually demand a higher price in the

marketplace. Global or national brands are the main creators of wealth (Hopkins et al.
2003; Perrier 1997).

Brands and concepts associated with them are the prerequisites for counterfeiting. A

counterfeit must copy a trademarked brand (Cordell et al. 1996). It is more than likely

that if branded products did not attract consumers, they would not be counterfeited

(Bloch et al. 1993; Cordell et al. 1996). According to Harvey and Ronkainen (1985),

successful branded products have the highest attractiveness level to counterfeiters. In
fact, it is the most successful brands like Chanel, Rolex and Gucci which are the

primary targets of counterfeiters.

A number of researchers have devoted their efforts to investigating the forces driving
the growth of counterfeiting (e.g. Harvey and Ronkainen 1985; Grossman and Shapiro
1983a; Cordell et al. 1996). It is commonly agreed that the consumer plays a crucial
role 1n counterfeit trade and willing consumer participation is in evidence worldwide
(Cordell et al. 1996). If consumers did not buy counterfeit products, counterfeiting
would not be an issue (Roberts 1985; Charkraborty et al. 1996). In other words,

consumer demand for counterfeits is one of the reason why counterfeiting is spreading.

Counterfeit activities can be reduced by attacking either the supply of counterfeits or the
demand for counterfeits. Although companies and governments have managed to

restrict the supply of counterfeits, counterfeiters have consistently demonstrated their
abilities to find new ways to serve consumers. As long as the demand is still thriving, it
will continue to impel the supply. Given that the counterfeit business is booming, and

that a large portion of losses can be attributed to consumers who wilfully purchase
counterfeit goods, it is believed that before companies design, implement and sponsor
marketing and advertising campaigns that can reduce the demand for counterfeit, a

better understanding of their consumers is a key to their success with their campaigns.
As Lewin (1936) points out that people respond on the basis of their perception of

reality, not a reality per se. Porter (1976) confirms that perceptions are important to

study, even if they are misconceptions of actual events. Therefore, study of counterfeits
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from the consumers’ perspective at brand level is crucial. Specifically, a study of
consumers’ perceptions of the original brands as opposed to the counterfeits, and how
these perceptions toward these two versions of one brand might thereafter influence
individual consumer choice processes should be the starting point for any company to

achieve a true understanding of their consumers, due to very little work having

modelled consumer choice processes from brand perspective in the literature,

particularly in the context of non-deceptive counterfeiting.

2.10  Summary

This chapter outlines the current overall situation of counterfeiting both worldwide and
in the UK. In general, counterfeiting is booming and this trend will continue.
Therefore, it has become a concern to all involved communities. Supranational
organisations, national governments and legitimate manufactures have been putting
great effort and financial input into trying to curb counterfeiting. Nevertheless, the
outcome does not meet expectation. Counterfeiting is growing rather than shrinking,
and there has been a tremendous growth of counterfeiting in the last two decades
worldwide. The UK is not listed as one of the main counterfeit producers; nevertheless,
it is one of the main recipients of counterfeits. The counterfeit situation in the UK is not

much different to the general situation worldwide — counterfeiting is expanding. It is

believed that as long as the demand exists, counterfeiters will always find ways to serve

this demand.

Although counterfeiting is not a new to concept, it appears that some researchers have
difficulties in differentiating it from imitation and piracy. Misunderstanding, misuse,
and using two or more terminologies interchangeably in one piece of research is not a
matter of unique. Therefore, this chapter provides a thorough review of the definitions

and understandings of these terms. In addition, similarities and differences between
them are also discussed. This research strongly suggests that it is necessary to set up a
clear boundary for the counterfeit concept before any research is carried out.

Counterfeit product in this research is defined as: those bearing a trademark that is
1dentical to, or indistinguishable from, a trade mark registered to another party and

infringes on the rights of the holder of the trademark (Chaudhry and Walsh 1996).
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Research in study of counterfeiting can be categorised into four main streams (general
study, normative impact study, anti-counterfeiting strategy study and consumer study).
Consumer study is attracting more and more research interest recently. Past research in
this area mainly try to answer questions such as “Do consumers buy counterfeits?”,
“Who buys counterfeit?”’, “Why do consumers purchase counterfeit?” and “What are
consumers attitude toward counterfeits?” with most recently cross culture study of
counterfeiting has begun to gain some attention. In general, previous research findings
in relation to “Who buys counterfeits” are not consistent. However, a number of studies
reveal that consumers are aware of the negative effects and ethical issues related to
counterfeits, nevertheless, they are still willing to buy them when they are available.

The percentage of counterfeit prone consumers differs by product types and ranges 17

to 38 percent of the respondents.

Previous work almost all investigated product class or classes, leaving examination of
specific brand(s) under-researched. In addition, it appears that there is little work which
investigated consumers’ perceptions of counterfeits as opposed to their counterpart
original branded products from a brand perspective, and no research has modelled how

consumers’ perceptions of brands could influence different consumer choice processes.

This chapter further looked at categorisation of counterfeits and challenged Grossman
and Shapiro’s (1988a) two types of counterfeits notion. It is argued that to classify
counterfeits into either deceptive or non-deceptive might have overlooked the reality
that 1n some cases consumers are not sure whether products are counterfeits or not when
they are purchased. This scenario should not be ignored and is labelled as ‘blur

counterfeiting’ in the current study. This research is to investigate non-deceptive

counterfeiting in the context of the UK market.

Following the identified research gap in the study of counterfeits from consumers’

perspective, the next chapter will explore the literature in relation to the consumer

choice process. This will be followed by a clarification of the research aim based on the

defined research gaps in two bodies of literature — counterfeiting and consumer choice

process.
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Chapter 3

Literature Relative to Consumer Choice Processes

3.1 Introduction

The overall context of this research was outlined in the last chapter. In addition, the last
chapter also reported the identified research gap in the study of counterfeiting related
issues in literature. After the intensive review of the literature on counterfeiting, it is

now necessary to look at consumer choice process theory in order to understand how

consumers come to a choice decision.

Hence, this chapter reviews the literature related to consumer choice process. The main
body of this chapter starts with a general discussion of two choice process related
models, highlighting the focus of the literature review of this chapter. Following this, a
detalled picture of the consideration concept is drawn and its significant role in
consumer choice process is discussed. Thereafter, an outline of the literature in relation
to consideration sets is presented. Based on the review, the research problem in relation
to consumer choice process is defined. Finally, the research aim and objectives are
defined, followed by the establishment of a clear research scope. The reasons for the

choice of purchase intention as a response variable other than the choice set or even the

final choice concepts are given. The chapter ends with a chapter summary.

3.2  Models Related to Consumer Choice Process
Following the boom of the economy worldwide after World War 11, the constraints

shifted from supply to demand in the market place. As a result, the study of consumer
behaviour began to attract increasing research attention. Numerous researchers in the
past have focused on the investigation of the consumer decision-making processes and

consumer choice processes. Given that consumers are facing more and more choices

for one single demand, it is crucial to ensure that a brand or a product which might
finally lead to a purchase is considered. This section discusses two choice models

which have a great impact on the study of consumer choice process. They are

Srinivasan’s (1987) consumer evaluation and choice model and Shocker et al’s (1991)

individual choice model.
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One thing worth noting here is that this research distinguishes the consumer decision-
making process and the consumer choice process, despite the fact that some researchers

may believe that there is no difference between these two concepts. The reason for this

approach is that these two concepts have distinguishable subjects. Consumer choice
process focuses on the processes that an individual brand/product goes through before a
consumer comes to a purchase decision. The subject is a brand or a product. In
contrast, the consumer decision-making process investigates the processes that a
consumer goes through before he/she makes up his/her mind to purchase. In this case,
the consumer is the subject. This distinction allows us the establishment of a clear
boundary for the literature review. It makes it unnecessary to review the massive

amount of previous work related to the consumer decision-making process. As a result,

it makes the literature review more focused and ensures that the literature directly serves

the research aim.

3.2.1 The Model of Consumer Evaluation and Choice

Historically, the cognitive-rational and hedonic aspects of choice have been treated as
two mutually exclusive elements by the modellers of these two schools. The cognitive-
rational school believes that consumers solve their consumption problems in a ‘rational’
and ‘analytical’ way. These consumers’ behaviour is goal-directed, calculated and
predicated on some knowledge of costs and benefits of alternative choices (Peter and
Tarpey 1975). The consumers are assumed to be benefit-driven and risk-averse, but are
constrained by the complexity of the task itself, their own ability to cope with the
-~ complexity of the task, and limited time, information sources and even monetary
resources. On the other hand, the hedonic school argues that consumers purchase
products for certain abstract, intangible, aesthetic, symbolic, and hedonic benefits

through a process very different from the one used in the cognitive-rational model

(Srinivasan 1987), but not only for the utilitarian and functional benefits. They view the

process as emotional in comparison to rational (Hirschman 1982).

It is still debatable whether or not the cognitive-rational and the hedonic aspects should
be laid on the two ends of a continuum. For example, Hirschman (1982) asserts that “a
growing body of evidence suggests that sensory-emotive stimulation seeking and
cognitive information seeking are two independent dimensions”. On the contrary,

Holbrook (1981) suggests that all consumer behaviour does contain some symbolic
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components. Therefore, it should make sense to regard cognitive-rational and hedonic
aspects as mutually inclusive in the consumer choice process. In line with this view,
Srinivasan (1987) developed the consumer evaluation and choice model, which is an

integrative approach of both cognitive-rational and hedonic thoughts.

This model (Srinivasan 1987) consists of four processes (Figure 3.1). According to the
author, the evoked set is a subset of the awareness set which meets the criteria such as
functional (salience on a major performance variable), soctal (peer group
recommendation), personal (intuitive appeal), or risk reduction (well-known brand); the
choice set is a subset of the evoked set consisting of few brands (often two). He asserts
that the choice set is arrived at from the evoked set using a cognitive-rational

eliminative process (Denoted I), whereas the final choice is made from the choice set by

a hedonic process (Denoted II), primarily involving personal and psychological
variables. The author further advanced the view that in business-to-business buying
situations, the second stage can be a cognitive-rational one, indicated by II-A. In
impulse-buying situations, the cognitive-rational process may be entirely skipped and
the process may involve only the hedonic element (indicated by I-A). In situations with
very high perceived risk, the exogenous risk reduction pathway is taken when the

consumers opt for a well-known brand, the brand owned by friends, or from a reputable

dealer (indicated by III).
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Figure 3.1: Model of consumer evaluation and choice (adopted from Srinivasan, 1987)

As noted earlier, Srinivansan’s (1987) consumer evaluation and choice model 1s an
integration of cognitive-rational and hedonic thoughts. The author advanced this model,
but did not provide any empirical backup. In addition, Srinivasan did not explain what
he meant by awareness set, neither did he provide any background information or

sources for any of the processes that he included in the model. However, the model

45



Chapter 3  Literature Relative to Consumer Choice Processes
does share some common features with the model of individual choice, developed by
Shocker et al. (1991).

3.2.2 The Model of Individual Choice
Focusing on the individual decision maker, Shocker et al. (1991) developed the

individual sequential choice model which the authors claim as a stylized “process” by
which this individual arrives at a choice (Figure 3.2). The model of individual choice
involves a series of hierarchical or nested sets of alternatives. Shocker et al. (1991)
suggest that the universal set refers to the totality of all alternatives that could be
obtained or purchased by any consumer under any circumstance. The awareness set 1s
defined as the subset of items in the universal set of which, for whatever reason, a given
consumer is “aware of” and which are believed appropriate for the consumer’s goal or
objective. The consideration set is viewed as consisting of those goal-satistying
alternatives salient and accessible on a particular occasion. Because consumers may not
be exposed to all brands and because consumers may not encode all brands to which
they have been exposed, the consideration set is usually much smaller than the universal
set and even the awareness set (Alba and Chattopadhyay 1985). Finally, the choice set

is defined as the final consideration set. More specifically, the choice set contains the

set of alternatives considered immediately prior to choice.

= * Universal set

Awareness set

Context
(External alternatives)
Consideration set

L]

--'---*---------r

Figure 3.2 Model of individual choice (adopted from Shocker et al. 1991)
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The model is hierarchical or nested in nature. - However, this it not to say that the
process of nesting from a bigger to a smaller set implies sequencing, since certain set
formations may occur simultaneously (Shocker et al. 1991). This model allows the
influence of post-purchase evaluation (dotted line) and purchase situation. In contrast to
the model of consumer evaluation and choice (Srinivasan 1987), Shocker et al. (1991)

do not give their own view as to how the consideration set is formed and the end choice

is made. However, these authors did acknowledge the fact that previous researchers had

proposed that different processes may be involved in moving from awareness to
consideration and from consideration to choice (Nedungadi 1990), and that some even
postulated non-compensatory models for determining the composition of the choice set
and compensatory models for evaluating options in the set in order to make a choice

(Wnight and Barbour 1977; Bettman 1979; Gensch 1987).

The Model of Individual Choice (Shocker et al. 1991) appears to have been developed
without acknowledging Srinivasan (1987) (judgement based on the citation references).
Nevertheless, these two models show a great deal of similarity. The most noteworthy
points are, first of all, that both models emphasise that consumer choice processes are
separate and discrete, and are assumed to have well-defined boundaries. Second, they
both focus on decisions made by choosing from alternatives which are actively
processed or considered at or near the time of decision. Third, they give a great deal of

attention to the two processes of moving from consideration to choice set and choice set

to final choice. Fourth, both believe that the consumer is thought to first screen

alternatives using relatively simple criteria before making a thorough analysis and
choice from the reduced set of brands. Finally, neither of them pays sufficient attention

to the process of moving from awareness to consideration.

In comparison to the Model of Consumer Evaluation and Choice (Srinivasan 1987), the
Individual Choice Model (Shocker et al. 1991) is more simplified in that it focuses only
on the individual choice process. However, inclusion of the universal set and the clear
description of the awareness set provide the model with solid background logic. The
acknowledgement of previous relevant work illustrates the theoretical backup for the
newly-developed model. The acceptance of the impact of the post-purchase evaluation
implies that experience can teach and thus affect those alternatives considered, as well

as those chosen at later times, which is consistent with research findings on the
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influence of the post-purchase evaluation on consumer decision-making (e.g.
Mukhopadhyay 2005).

Considering all of the pros and cons, the Individual Choice Model (Shocker et al. 1991)

1S can be seen as more sophisticated, and is where this current research begins. After
careful consideration of both views, the Individual Choice Model has been adopted as

the theoretical foundation of this research. However, in comparison to both Shocker et

al. (1991) and Srinivasan (1987) who place more weight on addressing the processes of
moving from the consideration set to the choice set and from the choice set to the final
choice, the process of moving from the awareness set to the consideration set is the
focus of concemn in this present study. The following sections will provide a detailed

review relative to the consideration set concept.

3.3  The Characteristics of the Consideration Set

While Shocker and his co-authors used the term ‘consideration set’ in the Model of
Individual Choice, Srinivasan (1987) adopted the term ‘evoked set’ in his Consumer
Evaluation and Choice Model. Issues relating to either evoked set or consideration set
concepts were not discussed in last section; these are discussed in this section. The
discussion will concentrate on consideration set characteristics. These include

consideration set definitions, the dynamic nature of consideration sets, types of

consideration set, the rationale for consideration sets and the importance of

consideration sets.

3.3.1 The Definition of the Consideration Set

The study of the consideration set was pursued initially under the rubric of evoked set

analysis, first used by Howard (1963). Since the introduction of the term by Howard

(1963), the concept of “evoked set” has gained considerable attention from researchers
(Mehta et al. 2003). However, “evoked set” has been used with several different
meanings, from “brands the consumer would consider” to “brands acceptable to the

consumer.” Wright and Barbour (1977) first used the term “consideration set” to
replace “evoked set” to describe “brands that a consumer will consider.” A review of
previous literature reveals that the terminologies used by authors are not only restricted

to “consideration set” and “evoked set” (Shocker et al. 1991). For example, some

authors use “evoked set” (e.g. Howard 1977; Bettman 1979; Turley and LeBlanc 1995),
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some use “relevant set” (e.g. Silk and Urban 1978), some use “choice set” (e.g.
Nedungadi 1990; Manrai and Andrews 1998; Bronnenberg and Vanhonacker 1996),
while other researchers use “consideration set” (e.g. Shocker et al. 1991; Mehta et al.
2003). It appears that “consideration set” is more widely adopted than the other

equivalent terms. In addition, it is not clouded by the ambiguity surrounding “evoked

set”., Therefore, “consideration set” is used in this study.

A number of researchers have proposed definitions for “consideration set” (e.g Reilly
and Parkinson 1985 Roberts and Lattin 1991; Wright and Barbour 1977; Shocker et al.
1991). Most recently, “consideration set” was defined as “the set of brands (a subset of
all the brands in the product category) over which a consumer makes an explicit utility

comparison or cost-benefit trade-off before she makes her brand choice decision”

(Mehta et al. 2003, p. 58). This definition is in a similar vein to that of Lleiser et al.
(1999), who claim the consideration set is the collection of brands that have been

examined by the consumer. Generally speaking, a consideration set is perceived to

consist of the brands or products that a consumer would consider purchasing to achieve

a purchase goal by previous research (e.g. Reilly and Parkinson 1985; Roberts and
Lattin 1991; Wright and Barbour 1977).

Despite their wide acceptance, this work argues that these previous definitions appear to
be problematic. For instance, they only focus on the process from consideration set to
choice of consumer decision-making, but ignore the process moving from the awareness
set to the consideration set, i.e. the formation of consideration set. Therefore, the
consideration set description is not a complete explanation of the marketing situation.
Acknowledging the handicap of the previous definitions, this research defines
consideration set as ‘a subset of awareness set consumers formed under some
restrictions, over which consumers make an explicit utility comparison or cost-benefit
trade-off before they make brand choice decisions’. This definition clanfies the

relationship between the awareness set and the consideration set, reveals the processes

that a brand/product goes through from the awareness set to the consideration set, and

from the consideration set to the final choice, and illustrates the dynamic nature of the

consideration set.
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If it is acceptable to say that to some extent the evoked set and the consideration set are
conceptually similar, then the introduction of the process from the awareness set to the
consideration set and the definition of the consideration set proposed in the present
study are supported by previous research. For example, Narayana and Markin (1975)

argued that there were three subsets within the awareness set: evoked set, inert set and

inept set. The evoked set consists of the selected brands that the consumer considers
while making a purchase as a result of having given them a positive evaluation. The
inert set refers to those brands in the product category for which the consumer has
neither a positive nor a negative evaluation; the inept set consists of those brands the
consumer has rejected from his purchase consideration. The authors suggest that the
change in the consumer’s perception is caused by a dynamic marketing environment,
for example, the introduction of new brands can result in changes to the awareness set.
Consequently, the change in the awareness set will lead to changes in the evoked set,
inert set, or inept set. Similarly, the brands in the evoked set may move to either the
inert set or the inept set, or vice versa. This implies a dynamic process related to the
formation of the evoked set. This is consistent with Nedungadi (1990), who suggests
that different processes may be involved in moving from awareness to consideration

and from consideration to choice, which also indicates the existence of the formation

process of the consideration set.

3.3.2 The Dynamic Nature of the Consideration Set

Early work proposes that the consideration set is relatively static (e.g. Howard and
Sheth 1969; Silk and Urban 1978). Hoyer (1984) points out that this is because much of

the research on consumer behaviour examines isolated, discrete events. Rather than

considering the consideration set as a static construct, later researchers argue that the

consideration set is dynamic (e.g. Hauser and Wemerfelt 1990; Punj and Srinivasan

1989; Ratneshwar and Shocker 1991; and Nedungadi 1990). Punj and Srinivasan
(1989) take another step forward by asserting that the consideration set (evoked set)

should include an “initial evoked set” (a set of brands the consumer considered soon
after the problem recognition) and “final evoked set” (a set of brands the consumer

considered just prior to purchase). Shocker et al. (1991) state that the consideration set

1s dynamic both within and across usage occasions. For example, in the case of cross-

usage occasions, a consumer includes a less luxurious brand in the consideration set for
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private usage occasions; in contrast he/she might exclude it from the consideration set
for public usage occasions. This is because the content of the consideration set can
evolve as costs and benefits over time; hence this might possibly lead to items being
removed from the set (Hauser and Wernerfelt 1990). In the case of a specific usage

occasion, the content of the consideration set might change subject to different purchase

situations and different stimuli.

In studies of industrial buyers, later researchers distinguish between static and dynamic
considerations sets. The static consideration set is also called a ‘closed set’, implying
that consumers only consider previously used suppliers, whereas the dynamic
consideration set, also labelled an ‘open set’, where consumers also consider other
alternatives, not only previous suppliers (Gensch and Sooft 1995). This study argues
that a ‘closed set’ only exists for a certain period of time. It cannot possibly be static
forever, given the fast-changing marketing environment. Therefore, the consideration

set 1s dynamic in nature. This is also true even in the case of industrial purchases.

To acknowledge the dynamic nature of the consideration set is important in the process
of the research design. Basically, it suggests that consideration should be measured
before purchase activity and the formation of the choice set. The composition of the
consideration sets might differ between before-purchase and after-purchase behaviour.
Moreover, the dynamic nature of the consideration set also cautions researchers to be
aware of the influence of purchase and usage situations on the consideration set and to

take them into account in their research planning process. It also provides guidance on

the interpretation of research findings.

3.3.3 Typesof Consideration Set

Previous research suggests that consideration sets can be either memory-based or
stimulus-based (e.g. Shapiro et al. 1997; Nedungadi 1990). When brands/products are
not available for consideration and must be retrieved from memory, the consideration

set 1s entirely memory-based (Alba and Chattopadhyay 1985; Nedungadi 1990; Desai
and Hoyer 2000). In the case of brands/products being available and in view in a
purchase environment, the consideration set might be entirely stimulus-based (e.g.

Parkinson and Reilly 1979; Reilly and Parkinson 1985; Nowlis and Simonson 2000).

Here ‘might be entirely stimulus-based’ is used rather than ‘entirely stimulus-based’
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because ‘entirely stimulus-based’ only appears where the whole range of
brands/products included in the awareness set is available and in view. In addition, the
consumer has no purchase experience, and has not obtained any information about any
brand or product of this product sector before. This rarely happens in real life. More
rigorously, in most cases ‘stimulus-based’ is used to represent ‘memory-stimulus-based
consideration set’, which implies that consumers not only respond to stimulus cues but
also actively evoke previously-obtained memory. In this research, because pictures of
the original branded products as well as counterfeit examples are presented to
participants, the ‘stimulus-based’ consideration set is examined. More detailed reasons

as to why a ‘stimulus-based’ approach is used in this study are given in Chapter 5.

3.3.4 The Rationale for the Consideration Set

Since the concept was first used in marketing in the 1960s, the consideration set has
gained considerable acceptance by researchers and practitioners, even though 1t 1s not
directly observable. A large body of research on consideration sets has evolved within
the past three decades. Despite the assumption that individuals navigate through a series
of sets of alternatives (e.g. universal set, awareness set, consideration set, and choice
set) in order to arrive at a choice being commonly accepted (e.g. Shocker et al. 1991;

Priester et al. 2004), the fundamental issue in terms of whether consideration set exists

or not has not been settled. Notably, Horowistz and Louviere (1995) question the
conventional view regarding the existence of the consideration set and conclude that
beyond information that enables modellers to specify the preference function more
precisely, the measurement of consideration sets offers no improvement in the
predictive performance of choice models. This section provides both empirical and

theoretical back up to the rationale for the consideration set with the aim of justifying

the significance of the current study.

3.3.4.1 Empirical Evidences

Shocker et al. (1991), and Hauser and Wemerfelt (1990) reviewed previous research
findings. Based on the previous research, these authors assert that consideration sets
exist, they are dynamic, they change with time and occasion, and they are affected by

consumer contexts and purposes. The support for the notion of the existence of the

consideration set suggested by previous researchers is as follows:
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A number of researchers report that the size of the consideration set is relatively small
(e.g. Hauser et al. 1983; Grenhaug 1973). Most studies suggest that the consideration
set size is in the range of 3 to 6, and in extreme cases with a minimum size of 2 and a
maximum size of 8, whereas the size of the awareness set is between 6 to 47 (Hauser
and Wernerfelt 1990). The empirical results indicate that the category of considered

brands is more likely to account for a limited percentage of the awareness set. In other

words, the fact that the consideration set is only a subset of the awareness set 1s

empirically evidenced. For a summary of the consideration set size-related studies,

refer to Hauser and Wernerfelt (1990).

Nedungadi (1990) reports that changing the probability of brand consideration does
have an effect on probability of choice, but it does not affect brand evaluation. These
results imply that inclusion in the consideration set is crucial for any brand if it is to be
chosen in the final choice process; brands are considered to have more chance of being
selected for purchase. Therefore, a conclusion can be drawn that a consideration set

formation is a process consumers go through before they come to a final choice stage.

Ratneshwar and Shocker (1991) found that different goals would result in different
products/brands being included in the consideration set. If this research finding can be
explained as purchase consideration being goal-driven, then it might also be safe to
conclude that a brand/product will go though the consideration set before it can be

chosen. This was supported by Srivastava et al. (1984) who found that different usage

situations could result in different brand inclusions of the consideration set.

Most notably, Hauser and Wernerfelt (1989) suggest that 70 percent of the variance
accounted for in choice is explained by consideration. Hauser (1978) reports that the

consideration set accounts for 78 percent of the explainable uncertainty in choice data,
while a heterogeneous/multinomial logit model based upon consumer preference
accounts for only 22 percent. Obviously, these research findings suggest that
consideration sets have remarkable explanatory powers over the final choice; the
prediction accuracy of consumer choice can be improved more than two-fold with the

inclusion of the consideration set in the choice process. Hence, these results are strong

and sufficient back-up to the rationale for the consideration set.
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3.3.4.2 Theoretical Supports from Other Disciplines

Apart from the empirical supports, the consideration set also has solid theoretical
support. Consumers’ motivations to simplify the choice process and optimise the
choice outcome are the two main rationales for the formation of the consideration set
(Chakravarti and Janiszewski 2003). The psychological literature asserts that
consumers have limited cognitive ability (e.g. Miller 1956). Hence, when they
encounter a large set of alternative brands, they normally use screening criteria to
reduce the number of alternatives and form a consideration set, which will simplify the
choice process (Mehta et al. 2003; Troye 1984; Urban et al. 1993), because they cannot
make explicit comparisons across all the brands. In stimulus-based situations, the
consumer may be exposed to various brands but fail to recognize some of them even
though they are appropriate to requirements. In a memory-based choice situation, the
consumer may fail to recall all brands or options that are available to them (Hutchinson
et al. 1994). Inability to recall or recognise all brands they are aware of results in an

actual consideration set that is smaller than the awareness set (Manrai and Andrews
1998).

The 1dea behind the second rationale is that a consumer is uncertain about the attributes
and consequences of their purchase behaviour and therefore must actively search for
information about the alternative brands. Because information acquisition is a costly
and time-consuming process, there is a strong tradition in economics of questioning the
cost-effectiveness of consumers’ processing information on all the brands of which they
are aware (Stigler 1961). Information searching stops when the benefits are traded off
by the total cost (Robberts and Lattin 1991, 1997; Hauser and Wernerfelt 1990; Roberts
1989). Consequently, consumers can only seek information for a limited number of
brands/products given the cost restriction. To summarise, despite the reality not being
directly observable, the existence of consideration sets is a logical outcome of theories

of economics and psychology (Shocker et al. 1991).

Although Horowistz and Louviere’s (1995) concern about the existence of the
consideration set is not the mainstream of the research related to consideration sets, it
does however caution later researchers against the blind use of the consideration set.

Based on the rationales of existence of the consideration set noted above, this research,
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in line with the conventional view, assumes that consumers create a downsized

consideration set in the process of decision-making.

3.4  Significant Roles Played by the Consideration Set

Despite the debate about the rationale for the consideration set noted above, the notion
of consideration has become a fundamental principle of research associated with
decision-making processes (Alba et al. 1991; Hauser and Wernerfelt 1990; Kardes
1994; Roberts and Lattin 1991; Shocker et al. 1991). It is believed that inclusion of a
brand/product in a consideration set is often necessary for eventual choice (e.g. Howard
and Sheth 1969). Research results have shown that consideration effects have an
important influence on consumer choice (e.g. Roberts and Lattin 1991; Hauser and
Wernerfelt 1990; Nedungadi 1990). The consideration set helps simplify purchasing
decisions (Krieger et al. 2003). More specifically, consumers only evaluate brands that

pass into their consideration sets because they expect that the products will perform well
(Nedungadi 1990).

The importance of the consideration set and its remarkable power to predict the
consumer’s final choice has been explored by empirical research. As noted earlier,
Hauser and Wernerfelt (1989) suggest that 70% of the variance accounted for in choice
i1s explained by consideration, and Hauser (1978) argues that the consideration set
accounts for 78% of the explainable uncertainty in choice data while a
heterogeneous/multinomial logit model based upon consumer preference accounts for
only 22%. Moreover, research findings also show that, when four different unobserved
effects are simultaneously present (i.e. choice set effects, heterogeneity in preference
and market response, state dependence, and serial correlation), a two-stage logit model
with consideration sets produces the most valid parameter estimates. Therefore, i1t 1s
concluded that the two-stage models tend to give more accurate predictions then a one-

stage multinominal logit model (Manrai and Andrews 1998).

To summarize, the consideration set helps to simplify consumer purchasing decisions,
and has significant implications for marketing strategy (Nowlis and Simonson 2000)
and allocation of marketing resources (Krieger et al. 2003; Desal and' Hoyer 2000).

Since inclusion of a product in a consideration set is often a necessary precondition for

choice (Howard and Sheth 1969; Alba et al. 1991; Hauser and Wernerfelt 1990; Kardes
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1994; Roberts and Lattin 1991; Shocke et al. 1991), unless a product is included in the

consideration set, it will not be chosen (Nedungadi 1990). It is one of the important

barriers that a new brand must be able to overcome (Kardes et al. 1993). All of these

imply the importance of achieving a better understanding of the consideration set.

3.5 Previous Research Related to the Consideration Set and Findings

The focus of this section is a review of literature related to the consideration set. Three
broad categories of literature are identified. The first subsection outlines the literature
relative to consumer choice modelling. The second section discusses literature in the
study of consideration set characteristics (size and composition). The third subsection
concentrates on literature concerning consideration set formation. The fourth section

reviews one particular work that investigates the influence of attitude and attitude

strength on consideration set formation. This is followed by constructive comments on

this work and a challenge to its research findings.

3.5.1 The Consideration Set and Consumer Choice Models

The introduction of the consideration set evoked a great shift in relation to modelling
consumer decision-making. Recognisably, this construct has been commonly used in
terms of modelling consumer choice behaviour since the late 1980s (e.g. Roberts 1989;
Hauser and Wemerfelt 1990; Roberts and Lattin 1991; Shocker et al. 1991; Ratneshwar
and Shocker 1991; Andrews and Srinivasan 1995; Turley and LeBlanc 1995; Chiang et
al. 1999; Wu and Rangaswamy 2003; Vroomen et al. 2004). Models which take the
consideration set as a separate stage are named two-stage logit models, as opposed to
the heterogeneous/multinomial logit model which supposes that consumer choice is
made directly from the awareness set. The inclusion of the consideration set in the two-

stage models helps to relax certain restrictive assumptions (e.g. consumers choose from

the full set of available brands/products in the market place on each purchase occasion)
inherent in Luce-based discrete choice models, such as multinomial logit models
(Vroomen et al. 2004; Manrai and Andrews 1998). The two-stage models assume that
consumers form a consideration set due to limited cognitive capability and cost

restriction involved in information searching (e.g. Miller 1956; Mehta et al. 2003; Troye

1984; Urban et al. 1993; Stigler 1961; Robberts and Lattin 1997), from which the final

choice will be made.
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Compared to the conventional one-stage discrete choice models (see Manrai 1995 for a
review), the two-stage models are considered to represent better the underlying process
which consumers are believed to use in selecting a brand or a product from a set of
alternatives of awareness (Shocker et al. 1991; Gensch 1987) and to perform better than
basic logit models (Manrai and Andrews 1998; Vroomen et al. 2004). Given that the
objective is not to develop another consumer choice model, and a relatively thorough
review has been conducted by previous researchers, a detailed review of two-stage
discrete choice models is not provided in this research in order to avoid replication. For

those who are interested, see Manrai and Andrews (1998) for a review of the two-stage

discrete choice models.

3.5.2 Research Related to the Characteristics of the Consideration Set

A few aspects of the consideration set have attracted attention. Nevertheless, the
primary orientations of empirical work have been toward investigation of consideration
set s1ze and issues associated with composition of the consideration set. Previous studies
of the consideration set size have been largely descriptive, reporting the
consideration/evoked set size and searching for correlations between consideration set
size and involvement (e.g. Lapersonne et al. 1995; Brisoux and Chéron 1990; Elliot and
Warfield 1993), information search (e.g. Belonax and Mittelstacdt 1978), advertising
(c.g. Mitra and Lynch 1995), variety seeking (e.g. Sivakumaran and Kannan 2002),
knowledge (e.g. Aurier et al. 2000; Punj and Srinivasan 1989), experience (e.g. Johnson
and Lehmann 1997), familiarity (e.g. Aurier et al. 2000; Alba and Hutchinson 1987),
brand preference (e.g. Mitra and Lynch 1995), and socio-demographic characteristics

(e.g. Gronhaug 1973). Please see Hauser and Wernerfelt (1990) and Shocker et al.
(1991) for a detailed review.

Since Roberts and Lattin (1991) developed a cost-benefit model intended to describe the
composition of a consumer’s consideration set at a certain point in time, quite a few
studies have examined consideration set composition related issues (e.g. Desai and
Hoyer 2000; Bronnenberg and Vanhonacker 1996; Andrews and Srinivasan 1995;
Hutchinson et al. 1994; Kardes et al. 1993; Troye 1984). These studies attempt to

identify the descriptive characteristics of the consideration set and what kinds of

products are included in the consideration set.
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3.5.3 Research Related to the Formation of the Consideration Set

The aspects related to the formation of the consideration set have also attracted
attention; for example what the factors are that influence the formation of the
consideration set are has attracted research interest. This has been particularly true in the

last twenty years. Broadly speaking, the past research can be classified into two

categories, according to the research context-stimulus-based approach and memory-

based approach.

Previous research findings suggest that in the context of stimulus-based choice
situations, advertising (Mitra 1995), pioneering products (Kardes et al. 1993),
packaging (Garber Jr. 1995), brand familiarity (Baker et al. 1986), in-store display
activities and feature ads (Mehta et al. 2003), goal-conflict and goal-ambiguity
(Ratneshwar et al. 1996), strength of association between the brand and the choice
category (Posavac et al. 2001), involvement and consumer sensitivity of type II error
(Chakravarti and Janiszewski 2003), influence of incidental exposure to an
advertisement (Shapiro et al. 1997) and influence of implicit memory for familiar brand

names (Coates et al. 2004) all have an impact on the formation of the consideration set.

Mitra (1995) found that when subjects exposed to differentiating advertising are

compared to subjects who are not exposed to advertising, the consideration set
composition of the former group is more stable. Kardes et al. (1993) reveal that a
pioneering brand is more likely to be retrieved and considered compared with followers.
Garber Jr. (1995) suggests that a sufficiency of the visual attributes’ typicality and
novelty will indicate a greater likelihood of attention, and that the appropriateness of a
visually novel brand will indicate a greater likelihood of consideration. Baker et al.
(1986) suggest that brand familiarity is unlikely to exert a robust effect on consumers’

brand attitudes and consideration when extensive product knowledge is available or

when involvement is high. Mehta et al. (2003) explore the idea that although in-store
display activities and feature advertising do not influence quality perceptions, they do
reduce consumer search cost for a brand, thereby significantly increasing the probability
of the brand being considered. Ratneshwar et al. (1996) find that cross-category
consideration is high when there is either goal conflict or goal ambiguity. Posavac et al.
(2001) find that a brand is more likely to be included in the consideration set, and

indicated as an intended choice, if the association between the brand and the choice
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category 1s strengthened as opposed to not strengthened. Chakravarti and Janiszewski

(2003) look at the influence of macro-level motives on the consideration set
composition in novel purchase situations. They find that priming different macro-level
motives predisposes consumers to employ different types of screening strategies. The
screening strategies interact with characteristics of the stimuli, consumption goals, and
situational variables to determine the content of consideration sets. Shapiro et al. (1997)
examine the effects of incidental advertising exposure on the formation of the
consideration set. They find that the incidental advertising exposure effect is fairly
robust, occurring across a variety of occasions (both memory- and stimulus-based

choice situations, both familiar and unfamiliar purchase situations, and across different

product classes).

A brand name must be represented in a consumer’s consideration set in memory if it is
to be chosen (Hauser and Wernerfelt 1990). Nedungadi (1990) focuses on the memory-
based choice situation and suggests that brand accessibility (ease of retrieval) and
external cues (e.g. brand organization in memory and brand primes) are two potentially
important factors in the formation of the consideration set. Desai and Hoyer (2000) also
investigate the memory-based choice situation and reveal that familiarity of usage
occasion and usage location has impacts on consideration set stability, size and marginal
variety. It can clearly be seen that study in this area is still very arbitrary and there is no

real pattern appearing in terms of research finding and perspective from which the

research was conducted.

3.59.4 Attitude, Attitude Strength and the Consideration Set Formation
Based on the well-developed attitude strength and choice theory, Priester et al. (2004)

propose that attitude and attitude strength toward the alternative is a fundamental

antecedent of consideration. This is the only work found that investigates the formation
of consideration set from consumers’ perspective. Specifically, the authors examine the
influence of consumers’ preference, attitude and attitude: strength toward
brands/products on the consideration set formation. The research findings of two
experimental studies (the product studied is toothpaste) support these authors’
arguments and suggest that attitude together with attitude strength influence the
formation of the consideration set, and the influence of attitude strength on behaviour is

mediated by consideration. These authors conducted a third piece of experimental
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research using a different product (candy bars) in order to examine the reliability and
convergent validity of their conceptualization of attitude strength. Research findings

from the third study provided further support to the authors’ research hypothesis.

Priester et al. (2004) do raise concerns in relation to generalisability and reliability of
their research findings. One of the concerns is related to the studied product. The
authors recognise that the apparently consistent research results across two experimental
studies might be caused by the specific studied product category — toothpaste. As noted
earlier, these authors conducted a third study to re-test their previous finding and came
out with supportive findings. As a result, the authors do not suggest further concemns
for applying the proposed ‘Attitudes, Attitude Strength and Consideration and Choice’
(A2SC2) model on other product classes.

3.5.5 Cntiques of the A2SC2 Model
This research would argue that the A2SC2 model proposed by Priester et al. (2004) may

not apply to all alternative product categories universally. The first question raised
concerns the stability of Priester et al.’s (2004) research results. Although it appears
that the research findings are consistent across three studies and two product categories,

it 15 also true that the authors only examined low-price product categories. Moreover,

past studies indicate that the link betweenattitude toward the object and behaviour is
not always clear (Spears and Singh 2004; Cobb-Walgren et al. 1995). In some cases,
attitudes appear to have a direct effect on behaviour (e.g. Bagozzi and Warshaw 1992;
Bagozi and Y1 1988), while in others they do not (e.g. Bagozzi 1981, 1992). Therefore,

1t makes sense to ask whether or not the apparently consistent results are generated by

chance.

The second question is related to the attitude strength measurement that Priester et al.
(2004) developed. The concept of attitude strength holds that attitudes that possess
equivalent extremity can differ as to their underlying strength. Strong attitudes possess
the following properties: they come to mind faster, persist over time, resist
counterpersuasive attempts, and guide behaviour more than weak attitudes (Fazio 1995;

Petty and Cacioppo 1986; Petty et al. 1995). Thereby, previous research suggests that a
theoretically meaningful indicator of attitude strength is the speed with which an

attitude comes to mind (Priester and Petty 2003). A number of researchers used this
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indicator to guide their measure of attitude strength (e.g. Fazio et al. 1989; Priester and

Petty 2003). Priester et al. (2004) used four item, 11-point scales to measure this
concept. One scale is anchored with “not at all important” and “extremely important”,
the second with “not at all self-relevant” and “extremely self-relevant”, the third with
“not certain at all” and “extremely certain”, and the fourth scale with “have not thought

about it at all” and “have though about it a great deal”. Although the authors claim that

the reasons for choosing these measures is to reflect the antecedents of elaboration and

consequences associated with attitude strength, it could be argued that three out of the
four scales seem to be very similar in involvement measures, the exception being the
third one. Therefore, there is a strong chance that the score generated from using this

proposed measure actually measured the involvement rather than attitude strength. One
more reason to question the viability of using the Priester et al. (2004) proposed scale to
measure attitude strength lies on the measurement validity. It is beyond the research
scope to delve into scale construction. However, one very obvious shortcoming of this
scale is that it measures the antecedents and consequences of the attitude strength but

not the concept itself, according to the authors’ own claim.

A further question relates to whether Priester et al. (2004) should have designed their
research in the first place. This might seem to be a very strong statement. However, the
argument 1s based on the following. Firstly, it is well-documented that attitudes are
generally a poor predictor of marketplace behaviour, therefore any more attempt to test
their explanatory power on consumer behaviour will only add one more example to
either the ‘yes’ category (the ‘yes’ attitude appears to have a significant effect on
consumer behaviour) or the ‘no’ category (the ‘no’ attitude appears not to have

significant explanatory power on consumer behaviour). Secondly, the authors

examined the influence of consumers’ attitudes toward individual brands on
consideration and choice. It appears that the research design was developed from the
Fishbein and Ajzen (1975) reasoned action theory or Ajzen’s (1991) planned action
theory. Nevertheless, both reasoned action theory and planned action theory are about
attitude toward behaviours, not objects. In fact, based on a number of empirical
research findings, Fishbein and Ajzen (1975) made it very clear that reasoned action

theory should not be applied to objects, as did the authors of the planned action theory.

For those who are interested in this point, please refer to these two benchmark works.
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Given the above, it can be proposed that to apply the A2SC2 model to luxury branded

products would be problematic. Moreover, this research further argues that it is not
necessarily consumer attitude, or even attitude strength, which guides formation of

consideration set. One simple example offered here is that a consumer may have a very

positive attitude and high attitude strength towards a Rolex watch, however s/he may

never consider buying one, due to a shortage of money.

3.6 Identified Research Problem

The review of literature on consumer choice process reveals that the study of
determinants of the consideration set has become attractive to researchers recently due
to its importance. Studies related to the consideration set can be categorised into three
very broad streams. The first stream of previous studies investigates contributions of
the consideration set to consumer choice models. The second stream focuses on
exploring the characteristics of the consideration set. Most recently, researchers’

interests shifted to issues concerning the formation of the consideration set. The past
research is categorised as the third research stream in the study of the consideration set.

However, research in this area still appears to be very much arbitrary, with no clear

pattern emerging from it.

Roberts and Lattin (1997) called for research into the nature of the relationship between
product attributes and consideration. Interestingly, it appears that this area has not
received the attention it deserves. The effects of consumer attitude and attitude strength
toward low-involvement brands (objects) on the formation of the consideration set have
been investigated (e.g. Priester et al. 2004). According to the authors, the research
results are convincing. However, the theoretical logic of the research and the validity of

the measure they adopted are questioned. The influence of attitude toward brands in the

consumer choice process is challenged considering that both the reasoned and planned

action theories are about attitude toward behaviours not objects. This research proposes

that the research findings of Priester et al. (2004) should be viewed with caution and
might not be applicable to luxury brands. Apparently, little research attention has been
devoted to the investigation of the effects of consumers’ perceptions of product/brand
related characteristics on the formation of a consideration set, leaving unanswered the

question of what inherent characteristics of a brand/product determine its entry into the

consumer consideration set.
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The study of the impact of consumer perception of a brand/product on the formation of
a consideration set is considered important and valuable. First of all, consumer
behaviour is, at root, driven by perceptions of a brand. Perceptions are in the hearts and
minds of consumers, and are actually driving brand equity (Biel 1992). It is perceptions
that provide the grounds for purchasing decisions (Friedman and Zimmer 1988; Borgers
and Timmermans 1987). Secondly, attitude is a “summary evaluation” of an object or
behaviour (Giner-Sorolla 1999), whereas consumer perceptions are defined as the
selection, organisation and interpretation of marketing and environmental stimuli into a
coherent picture (Assacl 2004). Therefore, the study of perceptions can provide
marketers with a more detailed picture about how their brand is perceived by consumers
compared with the investigation of attitude. Thirdly, modelling influence of consumers’
perceptions towards a brand on consumer brand choice process will help to reveal the
significantly influential factors related to the brand. Based on this, marketers will be in

a position to work out more effective marketing strategies.

Some researchers argue that the reason for the lack of research into determinants of the
formation of the consideration sets is that this construct is not usually directly
observable; hence a researcher has to estimate it from observed purchase data (Roberts
and Lattin 1997; Vroomen et al. 2004). Some argue that the size of the consideration
set 1s easier to measure than its composition (Punj and Srinivasan 1989). These authors
further argue that it might be the conventional view that strongly favours non-
compensatory process at the consideration phase and compensatory process at the
choice phase (e.g. Gensch 1987) which deters researchers. Roberts (1989) challenges
the widely-accepted conventional view and argues that both compensatory and non-

compensatory processes are appropriate on the basis of Narayana and Markin’s (1975)
classification of non-considered alternatives into inept and inert brands. Later

researchers (e.g. Roberts and Lattin 1991; Desarbo and Jedidi 1995) choose to model
consideration as a compensatory process, given its apparent robustness (see Johnson

and Meyer 1984). This research has decided not to take any side on this but rather to

let the research results speak for themselves at the end.

3.7 Research Aim

To integrate the research problems identified in the two bodies of literature, studies on

counterfeiting and consumer choice process, this research aims to investigate
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consumers’ perceptions of counterfeit branded products as opposed to genuine branded
products, as well as to uncover the underlying determinants of the formation of the
consideration set and purchase intention in the context of non-deceptive counterfeiting.
More specifically, it examines the influence of consumers’ perceptions of these two
versions of a brand together with some other exploratory variables on the formation of

the consideration set and the tendency of consumer choice. Accordingly, this research

seeks to fill the identified research gaps: consumers’ perceptions of counterfeit branded

products as opposed to their original counterparts have not received the research
attention they deserve; the majority of research the in study of counterfeits has used
either qualitative or quantitative research methods; few research has examined

counterfeiting from brand level; and what brand characteristics might influence

consumer decision processes appears to be unknown.

3.8  Research Scope

Luxury branded products (both original and counterfeit versions) are chosen as the
centre of this study, with consumers as the subjects. The research focuses on modelling
the influence of consumer perceived brand image (the subjective/perceptual judgements
of the brands rather than the objective physical attributes), the perceived product
involvement, the self-assessed knowledge and consumer demographic variables on
formation of consideration set and purchase intention. This research does not deny that
other factors could significantly influence the consumer choice process, for example
self-image (e.g. O'Cass and Lim 2002; Quester et al. 2000) and perceived similanty
(e.g. Baker et al. 2002; Dhar et al. 1999) are found to be significantly influential to
consumer purchase choice and consumer purchase intention. Nevertheless, due to the

time restriction for this project, it was decided that other than the above noted, no other

factors are to be considered.

3.9 Decision on Inclusion of Purchase Intention vs. Choice

According to the model of individual choice (Shocker et al. 1991), the final response
variable is the ‘choice’. However, many investigations designed to study the
determinants of behaviour have not actually observed behaviour, as data on actual
behaviour are normally unavailable, but have instead used measures of behavioural
intentions as their criteria. Due to its not being easy to set up a selling scenario for both

counterfeit and original branded products, the actual purchase behaviours are difficult to
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measure properly in this study. As a result, examining purchase intention seems more
appropriate, since the tested branded products are not actually purchased by research

participants. Therefore, in this research, purchase intention is the final outcome

variable.

Purchase intention originally evolved from the psychological construct of behavioural
intention. Behavioural intention is the subjective probability of performing overt
behaviour (Ajzen and Fishbein 1973), which suggests that with little variation, people
do what they say that they are going to do. Marketing researchers define purchase
intention as the personal action tendencies or likelihood to make an effort to purchase a

brand (Spear and Singh 2004; Grewal et al. 1998; Bagozzi and Burrkrant 1979; Ostrom
1969). Based on the intention-behaviour model (e.g. Ajzen and Fishbein 1973),
researchers propose that purchase intention approximates purchase behaviour.
Supporting evidence suggests that the relationship between intentions and purchase is
generally positive and significant (e.g. McNeil 1974; Taylor et al. 1975; Tauber 1975),
however the strength of the relationship varies from study to study. Some research
reveals relatively poor correlations. For example, Bonfield (1974) calculated a total
sample r = 0.44 between intentions and fruit drink choices, and Harrell and Bennett

(1974) obtained r = 0.37 when intentions and physician prescribing behaviour were

compared.

Despite the debate over the exploratory power of purchase intention over purchase

behaviour between early researchers, the concept of consumer purchase intention is
commonly used in measuring marketing effectiveness (Andrews et al. 1992; Beerli and
Santana 1999). Moreover, it has attracted extensive interest from marketing
researchers. Recent research has suggested that attitude (Laroche & Brisouz 1989;
Laroche et al. 1996; Prendergast and Hwa 2003), knowledge (familiarity and
experience) (Anand et al. 1988; Brucks 1985; Heath 1990; Laroche et al 1996; Zajonc
and Markus 1982; Pope and Voges 2000; Chang 2004), and demographic variables
(Prendergast and Hwa 2003) have a great impact on consumer purchase intentions.

Moreover, the consumer’s intention to buy a specific brand is also determined by

attitudes toward other competing brands in the choice set (Simonson and Tversky 1992;

Jaccard 1981; Malhotra 1986; Nantel 1986).
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All 1n all, the use of purchase intention to replace the choice is considered appropriate
for the present research. In line with Spears and Singh (2004, p. 56), the purchase

Intention in the present research refers to ‘an individual’s conscious plan to make an

etfort to purchase a brand’.

3.10  Summary
This chapter provides the theoretical foundation of this research. Although some

researchers do not differentiate between consumer decision-making process from

consumer choice process, this research argues, judged on having investigated different
objects, that they are distinguished concepts. Consumers are the studied objects for the

consumer decision-making process, whereas for the consumer choice process, brands or
products are examined. The effort this research puts into distinguishing these two
concepts assists in drawing a clear literature review boundary for the current study.
More specifically, this chapter only reviews literature related to consumer choice

process, as to gain an understanding of the reasons why a brand is considered and

eventually purchased is of interest to this research.

The Model of Consumer Evaluation and Choice (Scrinivasan 1987) and the Model of
Individual Choice (Shocker et al. 1991) are discussed in detail. It is revealed that both
models acknowledge the process from awareness set to consideration/evoked set.
Nevertheless, neither of them focuses on this critical process. - Compared to the earlier

model, the later model is individually focused and provided with abundant theoretical

backup, and is thus considered better suited to this research.

A number of terminologies have been used by previous researchers to refer to the

consideration set. Given that it appears to be the most widely adopted term and that the

use of this term can avoid the ambiguity surrounding “evoked set”, it was decided to use
“consideration set” in the current study. This research defines the consideration set as
‘a subset of an awareness set consumers formed under some restrictions, through which

consumers make an explicit utility comparison or cost-benefit trade-off before they
make brand choice decisions.” Building on previous commonly-accepted definitions,
the definition proposed by this research further highlights the process from awareness to

consideration and also the dynamic nature of the consideration set.
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The dynamic nature of the consideration set is discussed in a number of past studies. It
is believed that the composition of the consideration set varies with time and in ditferent
situations (Hoyer 1984; Shocker et al. 1991; Hauser and Wenerfelt 1990). The
acknowledgement of this dynamic nature is crucial at the research planning stage.
Simply, it determines that it will not make any logical sense if the consideration set 1s

explored after purchase behaviour. Moreover it also provides guidance on research

result interpretation.

Despite Horowistz and Louviere’s (1995) questioning the existence of the consideration
set, in line with a number of other researchers (e.g. Shocker et al. 1991; Priester et al.

2004), this research argues that the consideration set does exist, although it might not
be directly observable. Both empirical and theoretical supports to this argument are
presented and discussed, based on past research. This further assists in justifying
indirectly that the study of consideration set related issues is worthwhile. The direct

support is provided by the important role it plays — unless a brand/product is included in

the consideration set, it will not be chosen (Nedungadi 1990).

Research on the study of the consideration set can be classified into the consideration
set and consumer choice models category, research related to characteristics of the
consideration set (consideration set size and composition) category, and research related
to the formation of the consideration set category. The review focus is placed on the
last category due to its direct relevance to this research.’ The review discovers that study

of the consideration set formation has not received the attention that it deserves; the

existing research appears to be arbitrary, and research findings do not show any pattern.

Most recently, the influence of attitude and attitude strength on the formation of the

consideration set was examined by Priester and his colleagues. Despite the consistent
results across three separate studies, the generalisability of Priester et al’s (2004) results
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