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Abstract: Consumers pay attention to the country of origin when purchasing imported products and believe that it
has a significant impact on the formation of consumer attitude towards branded products. Competition among
global smartphone brands is an intense, efficient and effective branding strategy, an important prerequisite for
accelerating market growth and gaining a competitive market position. The purpose of this paper is recognized in
assessing the impact of country of origin image, perceived quality, brand associations and brand loyalty on the
consumer-based brand equity (CBBE) formation process, as exemplified by two global smartphone brands,
Samsung and Huawei in Bosnia and Herzegovina. For the purposes of the study, a survey was conducted using a
questionnaire on a sample of 315 respondents. The survey results indicate that country of origin image and
perceived quality play a more important role in buyers in Bosnia and Herzegovina for Chinese (Huawei) than
South Korean (Samsung) smartphones. This suggests that buyers from Bosnia and Herzegovina are paying more
attention to the quality of Chinese compared to South Korean smartphones.

Keywords: country of origin, consumer-based brand equity, perceived quality, brand associations, smartphone,
Bosnia and Herzegovina

JEL classification: M15, M31

Caxetak: [MoTpowaun nocsehyjy naxrwy 3eMrbi NOPeKna KOA KynoBMHE YBO3HMX MPOM3BOAA Te cMaTpajy fa
OHa MMa 3HauajaH yTMUaj Ha chopmuparbe MOTPOLAYKOr CTaBa npema OpeHaMpaHuMm npou3BoAMMa.
KoHkypeHunja mefly rmobanHum OpeHaoBMMa nameTHUX TenedpoHa je MHTEH3MBHA, Ma je edmkacHa M
edhekTMBHa cTpaTervja OpeHavparba BaxaH NpefycnoB 3a yOp3aHW pacT TPXULWTA W CTULAHe KOHKYPEHTHOT
TPXMLWHOT nornoxaja. Linrb oBOr paga npenosHart je y npoueHu yTuuaja uMuya 3emibe nopekna, nepumnupaHor
KBanuTeTa, acouujaumja Ha 6peHa v nojanHocT BpeHay Ha npouec dopMmpara UMOBMHCKe BPeAHOCTM BpeHaa
3aCHOBaHE Ha MoTpoLLaYy, NocMaTpaHo Ha npumepy ABa rnobanHa 6peHpa nameTHux TenedoHa, CameyHr u
XyaBej Ha noapydjy BocHe u XepuerosuHe. 3a noTpebe papa CrpOBEAEHO je UCTpaxuBakbe Kopuwherem
aHKETHOT YNUTHWKA Ha Y30pKy o4 315 ncnutanuka. Pesyntati nctpaxusarba ykasyjy Aa MU 3eMrbe Nopekna 1
nepuunupaHm KBanuTeT UMajy BaxHujy ynory kog kynaua y bocHn n XepLieroBuHu 3a knHecku (XyaBej) y ogHocy
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Ha jyxHokopejck (CamcyHr) nameTHn TenedoH. To cyrepuwe aa kynuu u3 BocHe un XepueroeHe nocsehyjy
BULLE NaXH-e KBANUTETY KMHECKWX Y OBHOCY Ha jyKHOKOpejcke NameTHe TenedoHe.

Krby4He peum: 3emrba nopekna, MMOBMHCKA BpedHOCT OpeHAa 3acHOBaHa Ha MOTPOLAYy, NepuunupaHu
KBanuTeT, acouujaLuje Ha OpeHa, nameTHM TenedoH, BocHa u XepLerosuHa.

JEL knacudmkaupja: M15, M31

Introduction

In today's globalized market, consumers face an increasing supply of products, while
businesses are under competitive pressure from domestic and global branded products.
In such business conditions, it is necessary for companies to create adequate brand eq-
uity by forming a basis for enhancing competitive differentiation and gaining competi-
tive advantage in the market. Consumer-Based Brand Equity (CBBE) is critical to
managing a product, differentiating a brand, evaluating brand performance and main-
taining a recognizable image in the market and in consumer awareness (Gluhovi¢,
2014, p. 57). Consumers are strongly influenced by the brand when it comes to product
selection. A strong and clear brand image instills greater confidence when shopping. In
addition, the branding strategy should be a connective tissue that intertwines the brand
image and reflects the brand value. An effective branding strategy should elicit and
create distinctive linkages between the brand and the target consumers, seeking to
maintain, enhance and shape, for the interests of the business, appropriate consumer
behavior over the long term, ultimately resulting in greater consumer-based brand val-
ue (Keller, 2013). When a consumer decides to buy an imported product, they usually
consider and evaluate two types of stimuli. Consequently, we can define stimuli as in-
formation stimuli that are available to consumers before purchase, distinguishing ex-
ternal and internal. Consumers evaluate internal stimuli (taste, design or components of
a product) and / or external stimuli (brand, price, country of origin - COO) as they
make their purchasing decisions. In the buying decision process, when consumers are
more involved in a particular product category (smartphone purchase), they are likely
to be more careful and selective when evaluating purchase stimuli, most of all during
the decision making process they will rely on the selected and most importantly stimu-
li. On the other hand, the country of origin represents one of the most commonly se-
lected external stimuli by consumers (Moradi & Zarei, 2012, p. 402). The country of
origin can be an important factor influencing the purchase of imported products or
smartphones. In the event that consumers are faced with buying imported brands, the
country of origin can crucially affect their pre-purchase behavior as well as their atti-
tude towards a particular brand.

In developing countries, consumers are relatively high in preference to buying
imported products, especially in cases of low price or a satisfactory relationship be-
tween quality and price of the product. When buying imported products, for which the
country of origin is very important, consumers pay due attention to it because it has a
significant impact on purchases (Moradi & Zarei, 2012, p. 401-405). Saydan (2013)
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considers that consumer perception of the image of the country of origin influences the
choice of branded product; on the other hand, the author emphasizes that the country of
origin, perceived quality, brand associations and brand loyalty are the basic compo-
nents of brand equity. Consequently, the "country effect" is a factor critical to realizing
the market performance of a brand (or product) in a foreign market. Therefore, we con-
sider the claim that the purchase of branded products is significantly influenced by the
image of the country of origin (Kim & Chao, 2018, p.70-73).

We chose the Bosnia and Herzegovina smartphone market to analyze the impact
of country of origin image, in our case of imported products (smartphones), on the do-
mestic consumers’ purchasing decision, as exemplified by the Samsung and Huawei
brands. Accordingly, in the second quarter of 2016, the market research agency GfK
BH conducted a survey on the ownership and use of smartphones. Survey results
showed that 39.5% of citizens of Bosnia and Herzegovina (BiH) over the age of 15
own a smartphone, an increase of 24% compared to data obtained at the end of 2012.
The highest percentage of smartphone users is among the population aged 15-24, as
many as 78.9% of the said population owns a smartphone. As expected, the smallest
percentage of smartphone owners are among the oldest (65+) in the population - 6.9%
(GfK BH, 2018). The best-selling smartphone brands in Bosnia and Herzegovina are
Samsung, Huawei and Apple, while competition among these brands is fierce. In order
to maintain their position as major players in the mobile phone market in Bosnia and
Herzegovina, it would be useful for these brands to have a clear understanding of what
determines a consumer’s choice of smartphone and what are the sources of consumer-
based brand equity. Understanding the brand equity structure involves incorporating
determinants such as perceived quality, brand associations, and brand loyalty into the
formulation of a branding strategy, enabling more effective and deeper engagement
with consumers. Branding strategy plays an integrative role in gaining and maintaining
long-term competitive advantage (Moradi & Zarei, 2012; Sudarevi¢ & Mari¢, 2018). In
addition, strong brands are leaders in the field of competitive advantage, increase cash
flows of businesses, boost liquidity, ensure premium prices, profitability and increase
consumer loyalty. The derived objective of this paper is to conduct a comparative anal-
ysis of the impact of country of origin image (South Korea vs. China) on the brand eq-
uity of two global smartphone brands (Samsung vs. Huawei) among consumers in
Bosnia and Herzegovina.

1. Literature review

The country of origin image acts as a “halo effect” and is a concise overview of the
branded product in the minds of consumers. The country of origin image acts as a “ha-
lo effect” even when the consumer is unfamiliar with the particular product, while act-
ing as a concise overview when consumers have previously known the product and/or
the brand. On the other hand, when consumers are unfamiliar with a brand or product,
the country of origin serves as a strong external stimulus because many internal stimuli
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such as quality and performance are difficult to evaluate properly and objectively.
Thus, consumers prefer products or brands made in countries with high image origin.

The country of origin effect is one of the most studied constructs in marketing
and consumer behavior, beginning in 1965 when R. Schooler conceptualized the
aforementioned construct (Roth & Diamantopoulos, 2009, p. 731). Country of origin is
defined as the country in which the product is manufactured. In some studies, the
»Made in China” country of origin has become one of the most visible elements of dif-
ferentiation, conveying both positive and negative meanings about China-made prod-
ucts and the image of China-related products as the country of production (Han &
Wang, 2012; Harney, 2008). Recent events involving the withdrawal of harmful chil-
dren’s toys, the dairy scandal and toxic drugs have compromised the image of Made in
China, raising consumer concerns about the purchase of products made in China,
which may increase image problems of Chinese products and/or brands, but also for
China as a whole. The country of origin image serves as an external information stimu-
lus to create consumer perceptions and product valuations, often acting as a signal of
product quality, perceiving consumer risk and likelihood of purchasing (Phau & Chao,
2008, p. 350-352). At the same time, the country of origin image of imported products
has a significant impact on consumer perceptions and is an important external construct
that influences consumer behavior when choosing branded products (Gluhovi¢, 2019).

In other words, the strength of the brand rests in the mind of the consumer and is
identified with the image and quality of the product. Brand equity is recognized as a
key indicator of market performance, a source of competitive advantage, and a vital
component of business operations (Christodoulides et al., 2015). High brand equity is
possible when generating a positive connotation about the brand in the minds of con-
sumers, and it is therefore likely that consumers will prefer to buy that brand over other
branded or non-branded products, while creating brand loyalty (Kuhn et al., 2008). The
concept of consumer-based brand equity is considered to be the dominant framework,
which is used in many marketing studies since it encourages the creation of appropriate
brand positioning (Davcik & Sharma, 2015, p.769; Matovi¢ et al., 2019). Consumer-
based brand value is a set of consumer perceptions, attitudes, knowledge and behavior
that results in increased customer service, higher returns or higher margins for busi-
nesses than would be possible without a brand (Christodolides & Chernatory, 2010).
Therefore, high-value brands can earn a premium price for their products (Kuhn et al.,
2008; Kim & Chao, 2018).

2. Research methodology

The paper assumes that the country of origin has an exogenous effect on the process of
creating brand equity based on the consumer, directly affecting the perceived quality
and forming brand associations with consumers, which again affect brand loyalty. The
image of the country of origin strongly influences the creation of consumers' percep-
tions of products or brands, including quality assessment (Roth & Romeo, 1992).
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Research hypotheses:

H1: The country of origin image of the Samsung (South Korea) and Huawei (China)
brands has a positive effect on perceived quality with consumers in Bosnia and Herze-
govina.

H2: The country of origin image of the Samsung (South Korea) and Huawei (China)
brands positively influences the formation of brand associations with consumers in
Bosnia and Herzegovina.

H3: Samsung and Huawei's perceived brand quality has a positive effect on brand loy-
alty with consumers in Bosnia and Herzegovina.

H4: Samsung and Huawei smartphone brand associations have a positive effect on
brand loyalty with consumers in Bosnia and Herzegovina.

As we pointed out earlier, for the purposes of this paper, two countries of origin
were selected, South Korea and China, and two brands Samsung and Huawei in the
category of smartphones for assessing consumer perception and behavior in Bosnia and
Herzegovina. The two brands and relevant countries of origin were selected for the
following reasons: (a) smartphones belong to the category of high-involvement shop-
ping products, where consumers spend a lot of time collecting and searching for infor-
mation, while on the other hand, brand and country of origin represent two important
elements in the information search process, (b) Samsung and Huawei are two brands
that occupy a significant share of the smartphone market in Bosnia and Herzegovina,
indicating a high level of recognition of these products with consumers .

The approach used for measurement was chosen based on previous studies:
country-of-origin construct (Moradi & Zarei, 2012; Shirin & Kambiz, 2011), perceived
quality (Jalilvand et al., 2011), brand associations, and brand loyalty (Moradi & Zarei,
2012). Measuring consumer attitudes was done using a five-point Likert scale (1 = dis-
agree at all, 2 = disagree, 3 = indifferent, 4 = agree, and 5 = strongly agree). The ques-
tionnaire method was used to collect the data. In order to collect the data from the
questionnaire, the respondents in Bosnia and Herzegovina were contacted through the
social network Facebook, and the questionnaire link was distributed through the online
method. All respondents participated in the survey voluntarily. The questionnaire con-
tained sixteen questions pertaining to Samsung and Huawei smartphone research and
six general questions (demographics). A total of 335 questionnaires were collected and
315 completed questionnaires were processed. Statistical processing and analysis of the
data were performed using the SPSS software package (19.0). Using exploratory and
confirmatory factor analysis, the corresponding indices were measured to measure the
validity of the proposed model. Following these analyses, the impact of the country of
origin image variable on perceived quality and brand associations was analyzed, fol-
lowed by the analysis of the impact of perceived quality and brand loyalty associations
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on the purchase of Samsung and Huawei smartphones by consumers in Bosnia and
Herzegovina. The hypotheses were tested in this way.

3. Research results

A preliminary analysis of the data collected showed the participation of approximately
50% of male and 50% of female respondents. The survey mostly refers to respondents
aged 21-30 years with a university degree. In terms of smartphone use, 18% of those
surveyed stated that they were using Iphone, while 41% and 32% of the market was
occupied by Samsung and Huawei respectively, the rest of the market belonged to oth-
er brands.

For research purposes we used Exploratory Factor Analysis — EAF for Samsung
and Huawei brands. The results show that four factors were investigated (country of
origin, perceived quality, brand associations and brand loyalty), and certain dimensions
of individual factors for the observed brands were entered. The EAF results show that
the dimensions studied had a satisfied requirement, i.e. a value above 0.5. Cronbach's
Alpha (a) resulted in 16 items that were statistically acceptable, for both Samsung and
Huawei, Composite Reliability (CR) was higher than 0.7, while Average Variance Ex-
tracted (AVE) exceeded 0.5 at the same time confirming the existence of convergent
validity.

The compliance indicators for the research model are shown in Table 1. Given
that the value of the indicator y2/df should be less than 3 (Bagozzi & Yi, 1988), it can
be observed that this condition is fulfilled. Accordingly, the results of the Confirmatory
Factor Analysis (CFA) and statistically y>df for Samsung indicate the correctness of
the fitted model (CMIN / DF = 1.402; NFI = 0.98; CFI = 1.00; TLI = 0.99; RMSEA =
0.021). The results of applying x*df for Huawei also show a satisfactory fit to the
measurements performed (CMIN / DF = 1.178; NFI = 0.98; CFI = 0.99; TLI = 0.98;
RMSEA = 0.045). The result can be justified by the fact that a large sample and a com-
plex research model lead to a low p value and, consequently, to the statistical signifi-
cance of the Hi-square test (Hair et al., 2010). The NFI, CFI and TLI index values
should be above 0.9 (Byrne, 1998), so it can be concluded that the model fulfills these
compliance conditions. Finally, the value of the RMSEA should be lower than 0.08
(Hair et al., 2006), which is met in the model.
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Table 1: Indicators of conducted measurements for Confirmatory Factor Analysis (CFA)

Indicators Samsung | Huawei | Recommended value
pdf 1.402 1.178 <3.00
Comparative fit index (CFI) 1.00 0.99 >0.90
Normal Fit Index (NFI) 0.98 0.98 >0.90
Tucker-Lewis Index (TLI) 0.99 0.98 >0.90
The Root Mean Square Error of Approximation 0.021 0.043 <0.08
(RMSEA)

Source: Author Survey (SPSS Statistics 19)

The survey results show a statistically significant and positive relationship be-
tween country of origin, perceived quality, brand associations and brand loyalty.

Table 2: Indicators of confirmatory factor analysis

Variables and Dimensions for Samsung and Factor Factor o o

Huawei, respectively (AVE, CR) loading loading Samsung | Huawei
Samsung Huawei

Country of origin (0.651; 0.906); (0.631; 0.895) 0.908 0.901

Is your stance on Samsung or Huawei shaped by 0.845 0.767

their country of origin, South Korea or China,

respectively?

The Samsung or Huawei country of origin is a 0.812 0.796

country with a high level of technological

advantage.

The Samsung or Huawei country of origin is a 0.786 0.689

design good country.

Samsung or Huawei is the country of origin of high 0.889 0.789

quality products.

Perceived quality (0,756;0, 918); (0,608; 0,889) 0.917 0.897

Samsung or Huawei is a trusted brand. 0.881 0.757

Samsung or Huawei is a brand that can be bought 0.837 0.831

at an affordable price.

Samsung or Huawei is a brand whose price is in 0.889 0.896

line with quality.

I'm ready to pay a higher price for the Samsung 0.834 0.826

brand or Huawei.

Brand associations (0,617; 0,889); (0,597; 0,873) 0.892 0.878
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Samsung or Huawei brand country of origin 0.826 0.817
associations are countries with prestigious
manufacturing status.

Samsung or Huawei brand country of origin 0.819 0.791

associations is a country that is innovative in

manufacturing.

Samsung or Huawei is a brand that has a good 0.776 0.801

reputation.

Samsung or Huawei is an attractive brand. 0.679 0.654

Brand loyalty (0.801; 0.957); (0.771; 0.927) 0.951 0.913
Samsung or Huawei is a brand that meets customer 0.925 0.889

expectations.

Samsung or Huawei brand is my first choice when 0.878 0.861

buying smartphones.

I'm ready to recommend a friend buy a Samsung or 0.852 0.863
Huawei smartphone.

Will you buy a Samsung or Huawei smartphone 0.914 0.895
after your first purchase?

Source: the author’s calculation

Internal consistency and convergent validity were satisfied for all four reflective
constructs, AVEs and composite reliability values are greater than 0.5 and 0.7, respec-
tively (Becker et al., 2012). Consequently, the condition of divergent validity was satis-
fied by establishing the Fornell — Larcker criterion (Table 3). In addition, analysis of
the Cronbach's alpha coefficient revealed that all variables had a corresponding level of
internal consistency higher than 0.7 (Nunnally, 1978). In addition to the above results,
it should be noted that the highest number of findings has very high values of factor
loadings (greater than 0.7).

Table 3: Divergent validity - Fornell - Larcker criterion

Country of origin | Perceived quality | Brand associations | Brand loyalty
Country of origin 0.796
Perceived quality 0.751 0.826
Brand associations 0.653 0.773 0.801
Brand loyalty 0.702 0.649 0.514 0.786

Source: Author calculation
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After testing the model, it can be concluded that the claim regarding the
price/quality ratio of the brand is a significant indicator of perceived quality. The rela-
tionships between all reflective constructs are further analyzed in the paper.

Estimated path coefficients between country of origin and perceived quality are
statistically significant, for Samsung amounts (path coefficient = 0.305 with positive p
value for p <0.001) and for Huawei brand (path coefficient = 0.324, p <0.001) (Figure
1). It is necessary to make statistical adjustments to the two model structures for the
Samsung and Huawei brands; the results suggest that the structural models are (CMIN /
DF = 1.5; NFI = 0.97; CFI = 0.98; TLI = 0.99; RMSEA = 0.04) for Samsung brand
(CMIN / DF = 1.5; NFI = 0.97; CFI = 0.99; TLI = 0.98; RMSEA = 0.041) and for
Huawei

Figure 1 Path coefficients of the research model

Perceived quality

23

0.305%*%* = R7=0.09 0,402%**
0.324%** 0,506%**
Country of Branﬂd loyalty
origin H==0.46
7
0.226% 0.307**
0.185%* Brand associations 0.22%%*
\ R%=0.21

Note: ** significant p <0.01; *** significant p <0.001. Path coefficients for Samsung in italic numbers.

The image of the country of origin also positively influences brand associations
for both Samsung and Huawei smartphones (path coefficient = 0.226; 0.185, respec-
tively; statistical significance for p <0.01; p <0.01). Constructs perceived quality and
brand associations directly influence the brand loyalty construct (path coefficient =
0.402; p <0.001; path coefficient = 0.307; p <0.01) for Samsung and Huawei (path co-
efficient = 0.506; p <0.001; and path coefficients = 0.22; p <0.01, respectively Sam-
sung and Huawei smartphones represent the two leading brands with dominant posi-
tions in the market of Bosnia and Herzegovina, and customers have different percep-
tions of these brands.

4. Discussion

Earlier, we pointed out that the aim of this paper is to recognize the impact of the coun-
try of origin on perceived quality and brand associations, and on brand loyalty as a core
component of consumer-based brand equity in the case of the smartphone market in
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Bosnia and Herzegovina, looking at two dominant foreign countries brands from South
Korea (Samsung) and China (Huawei). Given the growing popularity and reputation of
these two smartphone brands in Bosnia and Herzegovina (B&H), the overall work con-
tributes to the existing literature in shedding light on the issue. The online survey was
conducted in Bosnia and Herzegovina on a sample of 315 respondents, with the results
of the survey confirming that the image of South Korea and China's country of origin
(COO) influences the formation of perceived quality (PQ) and brand associations (BA)
among smartphone buyers (Samsung and Huawei) in Bosnia and Herzegovina. Overall,
the country of origin construct has a greater impact on perceived quality (PQ) com-
pared to brand associations (BA) for Samsung and Huawei brands (Table 4).

Table 4: Path analysis results for Samsung and Huawei

Path Coefficient Estimates P
Path Samsung Huawei (China) Samsung Huawei (China)
Relationship (S.Korea) (S.Korea)
COO—-PQ 305%** 324 x* <0.001 0.01
COO—BA 226%* 185%* 0.012 0.033
PQ—BL 402 Hk* S506%** <0.001 <0.001
BA—BL 307%* 22%% 0.003 0.002

Note: ** significant for p <0.01; *** significant for p <0.001. Source: Author Survey (SPSS Statistics 19)

In other words, perceived quality (PQ) of foreign brands is a key driver in de-
termining the choice of smartphone buyers in Bosnia and Herzegovina. The brand as-
sociation (BA) construct also influences the decision to buy these smartphones, but the
performance is lower compared to perceived quality (PQ). This implies that perceived
quality (PQ) is more influenced by branding intention with customers in Bosnia and
Herzegovina for Samsung and Huawei smartphone brands than brand associations
(BA).

Table 4 lists the different path coefficients between the two (perceived quality
and brand associations) selected constructs (Samsung and Huawei) of the Consumer-
Based Brand Equity (CBBE) model. Huawei's perceived quality (PQ) is more influ-
enced by the country of origin (COO) image than is the case with Samsung, implying
that the Chinese country of origin (COO) image has a significantly greater impact on
the perceived quality (PQ) of the Chinese smartphone in Bosnia and Herzegovina. On
the other hand, the South Korean image of the country of origin (COO) is more strong-
ly influenced by the formation of positive brand associations (BA) with Samsung com-
pared to the Huawei brand. The South Korean country of origin (COO) image is close-
ly linked to the formation of brand associations (BA) by Samsung, leading to increased
brand loyalty (BL) among customers in Bosnia and Herzegovina. Consequently, Sam-
sung has a relatively larger market share than Huawei and implements more promo-
tional and branding activities in Bosnia and Herzegovina, which creates a potentially
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greater number of sources of information from which customers generate stimuli when
associating Samsung brand with their country of origin (South Korea). The country of
origin image (South Korea) is strongly associated with positive associations with the
Samsung brand. The Samsung brand actively uses and exerts positive value in its ad-
vertising and branding campaigns, which is a positive aspect of the South Korean im-
age of the country of origin. Therefore, Samsung's advertising and branding campaign
effectively increases brand affiliation, resulting in greater customer loyalty to its prod-
ucts. In general, Samsung brand associations (BA) are relatively more pronounced than
those of the Huawei brand, while the country of origin image has a more positive effect
on Samsung's CBBE brand equity.

Table 5: Verification the relationship between variables in the structural model

Hypothesis Assessment Conclusion

Samsung Huawei Samsung Huawei
(S.Korea) (China) (S.Korea) (China)

H1: Country of origin image — 305%** 324%%* accepted accepted

perceived quality

H2: Image of country of origin — brand 226%* 185%* accepted accepted

associations

H3: Perceived quality — brand loyalty 402 Hx*x S506%** accepted accepted

H4: Brand associations — brand loyalty 307** 22%* accepted accepted

Note: ** significant for p <0.01; *** significant for p <0.001. Source: Author Survey (SPSS Statistics 19)

The country of origin image (COO) is influential in shaping the consumer atti-
tude towards foreign brands. This particularly affects consumers' perceptions of prod-
uct quality, which ultimately affects their choice of a particular brand. Regarding the
impact of the country of origin image (COQO) on the property value of the brand based
on the consumer, the research findings obtained in this paper are supported by previous
research (Murtiasih & Siringoringo, 2013; Mostafa, 2015). Various studies confirm the
relationship between the country of origin image (COO) and the value of the brand
based on the consumer. Pappu et al. (2007, p. 730) have demonstrated and demonstrat-
ed that the image of the US country of origin has a positive effect on consumer-based
brand equity for IBM and Apple brands in the Australian market. The aforementioned
study clearly shows that the country of origin image influences key dimensions of
brand equity such as perceived quality, brand associations and brand loyalty.

Conclusion

The research findings support a positive relationship between the construct country of
origin image and the main components of a consumer-based brand value, perceived
quality, brand associations, and brand loyalty. Previous research has offered similar
results for the brand property structure, viewing consumer-based brand value as a mul-
tidimensional concept with causal relationships among its components. Han & Wang
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(2012) proved that perceived quality has a greater impact on brand loyalty compared to
brand associations. These research findings suggest the importance of ensuring high
quality in consumer awareness as a necessary activity to establish consumer loyalty.
Our research results have unequivocally shown that perceived quality has the biggest
impact on Samsung and Huawei brand loyalty. For Samsung, country of origin and
brand associations are equally important for brand loyalty, on the other hand, country
of origin has a much greater effect on the Huawei brand than brand associations. This
suggests that consumers in Bosnia and Herzegovina pay far more attention to the quali-
ty of "Chinese" smartphones than to "South Korean" products. Furthermore, the per-
ceived quality of Chinese products has a stronger effect on consumer preferences com-
pared to South Korean products.

South Korea has improved the country of origin image in recent decades, pri-
marily by increasing the number of foreign tourists who have visited it. In 2010, the
number of foreign visitors to South Korea amounted to 8.8 million people (an increase
of 12.5% compared to 2009) (Yu et al., 2012). Some authors attribute the influence of
South Korean popularity to South Korean drama and pop music, which are reportedly
contributing to the rise in popularity of South Korean products. In the case of China,
»Made in China” products dominate the world market. Despite China's rapid economic
growth as a leading manufacturer in the world, the quality of “Made in China” products
is still considered negative. The “Made in China” effect has been known to have a neg-
ative impact on consumers over the last ten years (Ahmed et al., 2014). As the second
largest economy, after the US, China has embarked on the development and production
of many products to compete with foreign products. With its competitive rise, China
seeks to enhance the country of origin's image in order to improve its position in the
international market (Kim & Chao, 2018).

China's rapid economic growth is expected to drive investment in the country of
origin image while improving the products image made in China, while some authors
believe that China will soon be more competitive in its country of origin mage (Yunus
& Rashid, 2016). In short, the success of Chinese brands will largely depend on pro-
moting product quality to make consumers more loyal. Finally, both South Korean and
Chinese smartphone brands need to recognize and understand the significant role that
the country of origin plays in creating consumer preferences, specifically in Bosnia and
Herzegovina and beyond, and should develop effective market communication strate-
gies, emphasizing and promoting product quality in order to gaining competitive ad-
vantage in the market.
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