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Abstract. Skincare business in Indonesia has been growing enormously
in the last decade, with the coming of international brands and the
struggling of local brands, to win the Indonesian customers. The aim of
this research is to analyze the influence of country of origin to purchase
decision through the brand image, and the impact of country of origin on
customer satisfaction for local Indonesian skin care brands. As this
research is using the quantitative approach, the data are collected by using
questionnaires which are distributed to selected samples of 179
respondents. The respondents are chosen from the consumers of
Indonesian brands of skin care products. The data are analyzed with
SmartPLS software. The results show that the country of origin has a
positive influence to purchase decision, the country of origin has a positive
influence on brand image, brand image has a positive influence on
purchase decision, and, finally, brand image has a positive influence on
customer satisfaction on local Indonesian brands of skin care products.

Keywords: Brand image, country of origin image, customer satisfaction,
purchase decision.

1 Introduction

Recently, the advance of technology has changed the face of the manufacturing industry.
The technological changes also bring some impacts on the production line of the beauty
industry, especially skincare products. The results of a survey conducted by ZAP Clinic and
MarkPlus Inc. [1] show the tendency of skincare consumers in Indonesia to choose foreign
skin care products. Out of the six most-used skincare brands in Indonesia, the Indonesian
skin care products have ranked the sixth, under the Japanese, South Korean, and British
brands. This is because foreign-made products are considered to have been produced with
advanced technology, resulting in better quality products. Besides, Indonesian consumers
also feel more prestige when using foreign products.

Before deciding to buy a product, potential customers usually consider various aspects,
one of which is the country of origin (COO) of the product. The country of origin is
generally considered as a part of the characteristics of a product. The origin countries of a
product will create perceptions of product quality, whether good and bad, in the minds of
consumers [2, 3]. According to Kotler and Keller, a country of origin image is an
association and a person's mental belief in a product that is triggered by the country of
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origin of the product [4]. Another understanding comes from Martin and Eroglu, who argue
that a country's image is all descriptive, inferential, informational beliefs that a person has
about a certain country [5]. This belief can be formed through direct experiences with a
country when visiting that country or through others’ experiences when using products
originating from certain countries.

A person's buying behavior can be influenced by the country of origin of the product or
service [6]. The country of origin image perception is a mental association and a person's
belief that is triggered by a country. This perception can be a feature in making a decision
or influence other characteristics in the process [4]. Consumers tend to build stereotypical
impressions about a country and the products produced by that country. Czinkota and
Ronkainen said when consumers realize the country of origin of a product, they can react
positively or negatively [7]. This reaction is influenced by several factors, namely: (i) the
origin of the appraiser and the product category being assessed, (ii) the country of origin of
the company and the location of the product manufacturing, (iii) the country of origin
phenomenon changing over time, depending on the phenomenon of the country in the
industry it is working on, and (iv) consumers' tendency to discriminate against products
influenced by demographic factors, for example, older residents and people with low
education tend to avoid foreign products.

The country of origin image can be measured by, first of all, the advancement of the
technology, namely the use of technology in making a product. The advanced technology
can be measured through the technology developing level. Second, the prestige, which is
related to the prestige of using a product. Prestige can be seen through the self-confident
level for owning a certain product. Third is related to the workmanship, or related to the
manufacture of a product, which included in the workmanship is the idea of product quality
and product reliability. Finally, the country of origin image can be measured by the
economic conditions of the product-making countries [8].

In facing global competition, local skin care producers must compete with international
skin care brands. To be able to excel in such intense competition in the beauty products
industry, one important aspect is to build a good brand image in the mind of consumers.
Through the country of origin image of a product, consumers will also evaluate the image
of the brand itself. When purchasing a product, consumers not only see the advantages
offered but also tend to see the brand of the product they buy [9]. A good brand image can
provide a special attraction for consumers. The stronger the brand image that a product has,
the greater the consumer's interest in buying and using products from that brand [10].

Brand image is a set of beliefs, ideas, and impressions that a person has towards a brand
[11]. The reputation of the brand will affect the consumer’s view of a product, so the
reputation of the brand must create a positive image in the mind of the consumers.
According to Hawkins, Best, and Coney, brand image is a perception in the minds of
consumers about the good impression of a brand [12]. This good impression will be created
if the brand has unique advantages, good reputation, popular and trustworthy. The brand
image itself has the potential to influence consumers' perceptions and expectations about
the goods and services and ultimately affects customer satisfaction. Some previous research
results show that brand image has a significant influence on customer satisfaction [13].

Satisfaction is a feeling of pleasure or disappointment that appears after comparing the
expected performance of products to the actual performance. If performance is below
expectations, the customer is not satisfied; if the performance meets expectations, the
customer is satisfied; and if the performance exceeds expectations, the customer is very
satisfied or happy [4]. While Lovelock and Wirtz state that satisfaction is an attitude
decided based on the experience gained. Satisfaction is an evaluation of characteristics or
services that provide a level of customer pleasure related to the fulfilment of customer
consumption needs [14]. Customer satisfaction can be created through quality, service, and
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value. The key to generating customer loyalty is by providing high customer value.
Customer satisfaction can be measured through three indicators. First is the overall
customer satisfaction. To measure overall customer satisfaction is to divide it into two parts
of the measurement process, namely: measuring the level of customer satisfaction with the
product concerned, and assessing and comparing with the overall customer satisfaction
level with competing products. Second is the confirmation of expectation. In this concept,
satisfaction is not measured directly but concluded based on the suitability or mismatch
between customer expectations with the actual results felt. Finally, it is by comparing to the
ideal state, in which the actual result of a product is compared to the ideal product
according to consumer perception.

Besides influencing consumer satisfaction, brand image can also influence purchase
decisions. Kotler and Keller explain that purchasing decisions are consumer decisions
regarding preferences for brands in a collection of choices [4]. Indicators used in measuring
purchasing decisions are the desire to use the product, the desire to own the product,
interest in the product, willingness to sacrifice (time, cost, energy) to obtain a product, and
know the function of the product with well.

With the increasing use of skin care products in Indonesia and the support to use
domestic products, this study will examine the effect of country of origin image on
purchase decisions through brand image and its impact on customer satisfaction for local
brand skin care products in Indonesia.

1.1 Research framework

. Purchase Decision (PD)
Country-of-Origin Image (COOI) H, (i). Desire to buy a product

(i). Advanced Technology (ii). Desire to have a product
(if). Prestige (iii). Interest in the product

v

(iii). Workmanship (iv). Willingness to get product
(iv). Economy (v). Knowing the product function well
H> Hs
v
Brand Image (BI) : Customer Satisfaction

(i). Fovorability of brand Association Ha (i). Overall Satisfaction
(i). Strength of brand Association »| (ii). Confirmation of Satisfaction
(iii). Uniqueness of brand Association (iii). Comparison to ideal

Fig. 1. Research framework

2 Research method

This research uses a quantitative method. The population in this study is the consumers who
buy and use skin care products from local Indonesian brands, with a sample size of 179
respondents. The sampling method used in this study is a non-probability sampling with the
purposive sampling technique. The sample of this study is taken with certain criteria, such
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as the consumers living in Surabaya, who have bought and used skin care products from
local Indonesian brands for the duration of a year.

The source of this research primary data is obtained from the questionnaire. The
answers also include several questions on respondent's personal data as well as answers
related to the research variables, namely country of origin image, brand image, purchase
decision, and customer satisfaction. This research uses a Likert scale to answer the
statements in the questionnaire. Each answer is given a score or a value starting from the
number 1 (strongly disagree) to 5 (strongly agree).

The data obtained is then processed using a PLS (Partial Least Square) software, which
consists of a measurement model (outer model) and a structural model (inner model). The
measurement model aims to show how the manifest variable is the latent variable to be
measured, while the structural model aims to show the strength of the latent or construct
estimation variable, the latent variable formed in the PLS indicator is reflective and
formative. In this study, the indicator used is a reflective indicator. Reflection indicators are
indicators that are seen as indicators that are influenced by latent variables or indicators that
are seen to reflect, represent, and observe the effects caused by latent variables [15].

3 Analysis and discussion

3.1 Outer model evaluation

A validity test is done to measure the validity of the questionnaire. The following are the
results of the test using the partial least square with a sample of 179 people.
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Fig. 2. PLS Algorithm Test

The Outer Model is often called the outer relation or measurement model with the aim
of specifying the relationship between the variables studied and their indicators. The model
test must first be conducted to verify the indicators and latent variables that can be tested
subsequently. The tests include testing the construct validity (convergent and discriminant)
and construct reliability. The information is as follows:
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3.1.1 Convergent validity test

A construct indicator is said to meet the convergent validity if it has a loading value > 0.50
[16]. Table 1 shows the results of testing the country of origin image, brand image,
purchase decision and customer satisfaction. The loading factor in the original sampling can
be seen that all construct indicators of each variable have a loading factor greater than 0.50.
Thus the indicators can be declared valid to measure its latent variable.

Table 1. Convergent validity

Country of Origin Brand Purchase Customer
Image Image Decision Satisfaction
COOQI1 0.839
COO0I2 0.830
COO0I3 0.878
COOl4 0.819
COO0I5 0.892
COO0I6 0.868
Cool7 0.880
COOI8 0.597
BI1 0.805
BI2 0.697
BI3 0.894
Bl4 0.630
BI5 0.865
BI6 0.853
BI7 0.800
BI8 0.858
PD1 0.930
PD2 0.923
PD3 0.915
PD4 0.897
PD5 0.899
PD6 0.868
PD7 0.641
Cs1 0.943
CSs2 0.863
CS3 0.955
CS4 0.961

3.1.2 Discriminant validity test

Discriminant validity of each variable in measuring the items of this statement is indicated
by their cross-loadings. Table 2 shows that each indicator has a cross-loading value (of the
measured dimensions or variables) greater than the values of other dimensions or variables.
So, all indicators are valid to measure the dimensions or variables as the value of cross
loading > 0.50. If the correlation value of the indicator is higher to the construct itself than
the correlation of the indicator to the other constructs, it can be concluded that the latent
construct predicts the indicator on each indicator better than to other indicators [16].
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Table 2. Cross loading of each indicator

Bl COOlI CS PD
BI1 0.805 0.696 0.73 0.655
BI2 0.697 0.488 0.494 0.473
BI3 0.894 0.799 0.822 0.745
Bl4 0.630 0.445 0.383 0.402
BI5 0.865 0.782 0.723 0.741
BI6 0.853 0.753 0.740 0.710
BI7 0.800 0.735 0.684 0.590
BI8 0.858 0.733 0.702 0.664
COOol1 0.646 0.839 0.653 0.577
COO0I2 0.716 0.830 0.633 0.611
COOI3 0.716 0.878 0.725 0.681
COOl4 0.665 0.819 0.604 0.581
COOI5 0.806 0.892 0.798 0.680
COOI6 0.793 0.868 0.802 0.707
COoOl7 0.787 0.880 0.819 0.750
COOI8 0.544 0.597 0.499 0.474
Cs1 0.781 0.761 0.943 0.804
CS2 0.737 0.783 0.863 0.701
CS3 0.794 0.783 0.955 0.805
Cs4 0.819 0.815 0.961 0.793
PD1 0.725 0.697 0.777 0.930
PD2 0.734 0.726 0.784 0.923
PD3 0.733 0.677 0.793 0.915
PD4 0.673 0.663 0.723 0.897
PD5 0.716 0.719 0.812 0.899
PD6 0.658 0.645 0.700 0.868
PD7 0.565 0.555 0.455 0.641

3.1.3 Reliability test

This study uses alpha coefficient or Cronbach's alpha to measure the reliability or
consistency between questions in an instrument. Based on the results, it is said to be reliable
if the alpha coefficient value is greater than 0.5 [16]. Table 3 shows that the value of
internal consistency reliability, or the alpha coefficient of each variable in each variable, is
declared reliable because the value is greater than 0.5. Thus the measurement items on each
variable are reliable to be used in this research.

Table 3. Reliability Test

Cronbach Alpha Composite Reliability

Country of origin image 0.934 0.946
Brand image 0.921 0.936
Purchase decision 0.945 0.957
Customer satisfaction 0.948 0.963

3.1.4 Average Variance Extracted (AVE)

Average Variance Extracted (AVE) is one of the validity test requirements based on the
extracted average value of each variable. AVE value higher than 0.5 indicates that it has
met the evaluation of convergent validity [16]. Table 5 shows the AVE test results.
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Table 4. AVE Test

AVE
Country of origin Image 0.690
Brand image 0.648
Purchase decision 0.762
Customer satisfaction 0.867

3.2 Goodness of inner model evaluation

The goodness of the inner model is used to determine the ability of endogenous variables to
explain exogenous variables and to specify the influence between variables. Variables that
have R? results greater than 0.67 indicate that the model is "strong," R? greater than 0.33
indicates that the model is "moderate," R? greater than 0.19 indicates the "weak" model
[17]. The results of the goodness of inner models shown through R? are presented in Table

5.
Table 5. R-Square
R Square
Brand image 0.741
Purchase Decision 0.655
Customer satisfaction 0.708

The R-square brand image value of 0.741 shows the country of origin image variable
can influence brand image strongly. The R-square result of the purchase decision of 0.655
shows that the country of origin image and brand image variables can influence the
purchase decision moderately. The result of customer satisfaction R-square of 0.708 shows
that the brand image variable can affect customer satisfaction strongly.

3.3 Hypothesis testing

This hypothesis test is to determine the causality which is developed in the model, namely
the influence of exogenous variables on endogenous variables. Testing of significance can
be known through T-statistics greater than the critical value of 1.96 in Figure 3 and Table 6
below:
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Table 6. Path coefficients

Original Sample Standard T- P Value
Sample Rata-rata Deviation statistics

Country of Origin Image — Brand Image 0.861 0.864 0.022 39.211  0.000
Country of Origin Image — Purchase Decision 0.346 0.348 0.113 3.070 0.002
Brand Image — Purchase Decision 0.492 0.496 0.117 4.202 0.000
Brand Image— Customer Satisfaction 0.841 0.846 0.030 27.776 0.000

From Table 7, it can be explained the influence of the independent variables on the
dependent variable in each of the hypotheses below:

3.3.1 Country of origin image influences brand image

The result of the test shows that the country of origin image t-statistic value to the brand
image is 39.211, higher than 1.96. It is positive or in the same direction. This can be
interpreted that the country of origin image has a significant and positive influence on
brand image, so Hl is accepted. This shows that before consumers make any purchasing
decisions, the consumers tend to see where the product is from. Then, the consumers will
see the brand image of the product that is related to the name, quality, and price of the
brand.

The influence of the country of origin image on the brand image can be seen from the
highest mean. The high purchase power of consumers in Indonesia for skin care products
affects local skin care producers in making products at affordable prices, which interests the
consumers. The result of this research is in line with a previous study conducted by
Diamantopoulus, Schlegelmilch, and Palihawadana which conduct research on 300 UK
consumers to show the indirect effect of the country of origin image on purchasing
intentions because the influence is fully mediated by the brand image [8]. That study
specifically explains that the role of country of origin image is not only as a driver of
product image but also as a driver of brand image.

3.3.2 Country of origin image affects purchase decision

The result of the test shows that the country of origin image t-statistic value to the purchase
decision is 3.070, higher than 1.96. It is positive or in the same direction. This can be
interpreted that the country of origin image has a significant and positive effect on the
purchase decision, so H2 is received. This shows that consumer buying decision is
influenced by the image factor of a country that manufactures the product (country of origin
image). This country of origin image can be shaped from the previous experience of
visiting the country or the experience of using products from that country.

The result of this study is in line with previous studies by Geng and Bayraktaroglu and
Durmaz and Yildiz, who examine the effect of country of origin image in specific contexts
of developing countries [18, 19]. In their researches, individual effects and social effects
shape the country of origin image. The country of origin image itself is found to influence
product evaluation and lead to actual purchasing decisions.

3.3.3 Brand image affects purchase decision.

From the test results listed in Table 6, the t-statistic of the brand image on the purchase
decision is 4.202. The t-statistic value is higher than 1.96 and has a positive direction. This
can be interpreted that the brand image has a significant and positive direct influence on the
purchase decision, so H3 is accepted. This shows that a good brand image will make
consumers the purchase decisions. New consumers also tend to buy a product with a good
brand image to avoid taking the risk of buying.
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The result of this research is in line with the study of Yen which examines the
moderating effect of consumer ethnocentrism on willingness to buy domestic products in
developing countries [20]. With the sample of 385 consumers, the results reveal that the
consumer ethnocentrism, perceived quality, perceived price, and brand image significantly
influence the willingness and decision to buy domestic products [20].

3.3.4 Brand image affects customer satisfaction

In the test results listed in Table 6, the t-statistic of the brand image to the customer
satisfaction is 27.776 higher than 1.96 with a positive direction. This can be interpreted that
the brand image has a positive significant effect on the customer satisfaction, so H4 is
accepted. This shows that a good brand image will affect the level of customer satisfaction
after using the product. The result of this research is in line with the research of Elsaf3er and
Wirtz which examines the success factors of branding on customer satisfaction and brand
loyalty [21]. The results show that the brand image and the image of the country of the
product maker are the dimensions that positively affect the customer satisfaction and the

brand loyalty.
Table 7. Indirect Effect
Effect Coefficient
Country of origin image (COOI) — brand image 0.861 x 0.492 = 0.423612 (Bl) — purchase decision
(PD)

Table 7 shows the value of the indirect effect between the country of origin image and
the purchase decisions through the brand image of 0.423, which is greater than the direct
effect of only 0.346. This means that brand image mediates the influence of country of
origin image on purchase decisions.

4. Conclusions

This study examines the influence of the country of origin image on the purchase decisions
through the brand image and its impact on customer satisfaction on the local brand skin
care products in Indonesia. The results prove that the country of origin image has a positive
and significant effect on the purchase decision and on the brand image. The brand image
has a positive and significant effect on purchase decisions and on customer satisfaction.
The results also show that the brand image plays a role in mediating the influence of
country of origin image on the purchase decisions.

The important role of the country of origin image and the brand image on the purchase
decisions and customer satisfaction makes skincare producers in Indonesia need to pay
more attention to several aspects of prestige, uniqueness, and convenience to obtain their
products. Prestige aspects can be achieved by improving the products both in terms of
packaging to quality.

Indonesian local skin care producers also need to create uniqueness in brand
associations in order to create strong associations in the minds of consumers and attract
consumers to buy these products. This can be done by innovating the product. Innovative
and unique products will form a good exclusivity of brand association with consumers.
Indonesian local skin care producers also need to make the products obtainable for
consumers to make purchases, so it no longer makes consumers spend time to find the
desired skin care products. This can also be done by increasing the distribution network.
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