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ARTICLE INFO ABSTRACT

Key Words: Consumer Multinational Companies (MNCs) are expanding their business to
goods, Economic animosity, maintain the growth rate. Many developing countries like India are
Ethnocentrism, Price, Purchase welcoming the MNCs to grab the benefits like foreign investment,
decision, Swadesi advanced technology, proper utilisation of natural resources,

employment etc., to name a few. MNCs like Nestle, CocaCola, Procter
and Gamble, Ranbaxy Laboratories, and Pepsico have spread their
business in India in food processing, beverage, consumer goods,
pharmaceuticals, and food and beverage. The products of these MNCs
are now challenged by Patanjali’s “Swadesi aur Sudh” products. This
study investigates the effects of economic animosity, ethnocentrism,
and price on consumers purchase decisions of the middle-aged
service class.

Moreover, the study examines the moderating effect of price on the
relationship between economic animosity and purchase decision and
ethnocentrism and purchase decision. The results show that economic
animosity and ethnocentrism directly, positively, and statistically
significant impact on purchase decisions. Price has a direct, adverse
and significant impact on the purchase decision. Moreover, price
significantly moderates the relationship between ethnocentrism and
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purchase decisions. It dampens the positive relationship
between ethnocentrism and purchase decisions. Also,
there is no significant moderating effect of price on
the relationship between economic animosity and
purchase decision.

Introduction

Multinational Companies are expanding their business
to maintain their growth rate. Gaining market share
and developing existing assets is crucial and essen-
tial for any business (Yang & Gabrielsson, 2018). The
resources available in western countries and other
developed countries are exhausted or extinct, be it
natural resources, land, agricultural products, human
resources etc., and if at all they are available, they com-
mand a heavy price. So, to sustain the enormous busi-
ness structure and continuous profit, these MNCs are
looking towards a new emerging business destination
where the business opportunities can be tapped.

India is the world’s second most populated coun-
try having a huge unspent workforce, making them
cheaper, attracts these MNCs. Moreover, the vast ter-
ritory with ample natural resources underground and
primary agricultural resources provide readymade
platter for these MNCs to work upon. The business
expansion of these MNCs is also welcomed in devel-
oping countries like India for the mutual benefit that
it gets from foreign direct investment, advanced tech-
nology, proper utilisation of natural resources, employ-
ment etc. to name a few.

With the incumbent Government of India passing
bills on foreign direct investment, many MNCs sensed
a new lease of business opportunities in India, whereby
enabling them to pump in more money in the form of
investment in various sectors like food processing, con-
sumer goods, pharmaceuticals, food and beverage and
aviation. The mantra of “Make in India” is also con-
ceptualised on the thought of inviting foreign investors
and manufacturing those goods in the geographical
boundary of India. Since these MNCs devote the lion’s
share of investment to their research and development
wing, they bring in advanced technology in procur-
ing, shaping, manufacturing, packaging, distribution
and marketing. The complete package of these prod-
ucts makes them more attractive, feasible, saleable, and
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hence they are more profit bearing. Another advantage
of these MNC:s is the proper utilisation of resources
that generally go wasted due to apathy, negligence, and
dilly-dallying of various agencies directly related to the
business environment. Due to their sound work cul-
ture and strict business processes, MNCs can mitigate
the wastages and utilise natural resources optimally.
With every bit of investment, infrastructure building,
opening up of new industries, shops and offices, these
MNCs also bring tremendous employment opportuni-
ties for locals and eligible residents.

However, MNCs have negative impacts, especially
for developing countries too. MNCs pose threats to
small-medium scale industries, and the vast industrial
plants increase pollution and cause environmental haz-
ards. The profit sharing and forex imbalance is another
primary concern. The cumulative effect of these factors
creates economic and social distress, which results in
economic animosity and ethnocentrism.

MNC:s like Nestle, CocaCola, Procter and Gamble,
Ranbaxy Laboratories, and Pepsico have spread their
business in India in food processing, beverage, con-
sumer goods, pharmaceuticals, and food and beverage.
Products of these companies have become part of our
life. It sometimes becomes challenging to disassociate
a particular product like toothpaste, hair oil and choc-
olate from our purchase list. The products of these
MNCs are now challenged by Patanjali’s “Swadesi aur
Sudh” products.

In this context, it is interesting to investigate the
effects of economic animosity, ethnocentrism and price
on middle-aged service class consumers’ purchase deci-
sions. Moreover, the study examines the moderating
effect of price on the relationship between economic
animosity and purchase decision. At the same time, the
present study also attempts to examine the moderating
effect of price on the relationship between ethnocen-
trism and purchase decisions.

Study Goal

A. To establish the impact of economic animosity,
ethnocentrism and price on the purchase decision
of the middle-aged service class retail consumers.
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B. To investigate the moderating effect of price on
the relationship between economic animosity and
purchase decision and ethnocentrism and pur-

chase decision.

Conceptual framework and
Hypothesis

Economic animosity

Country of origin (COO) is a tool to promote products,
and many companies are using it effectively to capture a
bigger market share. COO plays a vital role in assessing
the quality of a product or service as an extrinsic prod-
uct cue (Edwards, Gut, & Mavondo, 2007). Countries
have their image in the production of products or ser-
vices—the countries with favourable image market
their products with COO as a unique selling proposi-
tion. However, COO has a negative impact too in the
international market. Countries have different his-
torical, political, and economic international statuses,
which brings them into a sweet or sour relationship.
This relationship leads to proximity or enmity among
countries. The proximity or enmity among countries
encourages or discourages international business and
affects consumers’ trust. Animosity and ethnocentrism
have negative impact on business across the boundaries
(Jiménez & Martin, 2010).

The unwillingness or disinclination to purchase
products or services of a specific country of origin is
animosity (Klein, Ettenson, & Morris, 1998). In other
words, it refers to remnants of antipathy or hostility
towards a country that results in negative perception
towards foreign products and services, specifically for
a particular country (Ettenson & Klein, 2005; Riefler &
Diamantopoulos, 2007). Animosity may be in the form
of historical, political, economic or ideological.

Researchers have suggested that animosity has no
effect on the consumers’ perception about the quality of
a specific country’s products or services, but it is related
to the willingness to buy (Hinck, 2004; Klein, 2002;
Nijssen & Douglas, 2004; Klein, Ettenson, & Morris,
1998). Hence, it is widely accepted that animosity
directly impacts the consumer’s purchase decision, but
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it has no impact on product judgement. In the above
context, the hypothesis developed is:

H,: Economic animosity has a direct, positive and
significant impact on the purchase decision of mid-
dle-aged service class retail consumers.

Ethnocentrism

Juric and Worsley (1998) argued that ethnocentrism is
vital in shaping consumers’ perception of products mar-
keted across boundaries. Ethnocentrism shares a simi-
larity with animosity as both have strong relationships
with the country of origin. Shimp and Sharma (1987)
suggested that people high on ethnocentrism evaluate
other cultures exclusively by the values and standards
of their own culture. Ethnocentrism promotes the con-
sumption of domestic products or services and con-
siders the use of foreign products or services immoral
and unpatriotic. Ethnocentric consumers are more
comfortable with domestic products and take a biased
purchase decision.

Kaynak and Eksi (2011) recognised that residents
of developing countries are ethnocentric. They evaluate
the economic disadvantages of purchasing foreign prod-
ucts and services. However, Sharma, Shimp and Shin
(1995) argued that education and income have a direct,
adverse and significant impact on ethnocentrism. Based
on the above studies, the hypothesis to be tested is:

H,: Ethnocentrism has a direct, positive and
significant impact on the purchase decision of mid-
dle-aged service class retail consumers.

Price

Marketers give adequate emphasis on price while
determining the price of any product or service. Price
becomes more vital for a product or service when a
target market is a low-income group. Price directly
impacts purchase decisions and alters the market share
and profit percentage of any organisation (Han et al,,
2001; Kotler et al.,, 1999). The law of demand sug-
gests that price change for products and consumers’
demand response has a negative association, except
‘Giffen goods’ for which demand increases with a price



Gyan Management Journal

increase (Marshall, 1895; Jensen & Miller, 2008). Han,
et al,, (2001) identified that price directly impacts con-
sumer purchase intention. Thus, the following hypoth-
eses are developed.

H3a: Price has a direct, negative and significant
impact on the purchase decision of middle-aged ser-
vice class retail consumers.

H3b: Price significantly moderates the relation-
ship between ethnocentrism and purchase decisions of
middle-aged service class retail consumers.

H3c: Price significantly moderates the relation-
ship between economic animosity and purchase deci-
sion of middle-aged service class retail consumers.

Price X Economic Animosity

Ethnocentrism

H3d

H2
Purchase Decision

H3a

Price X Ethnocentrism H3b

Fig. 1: Proposed research Model

Methodology

Path analysis has been conducted to examine the
strength of the relationship between independent
variables (economic animosity, ethnocentrism and
price) and dependent variable (purchase decision).
The moderating effect of price on the relationship of
economic animosity and purchase decision and eth-
nocentrism and purchase decision are also investi-

gated.

Data Collection

The data were collected through a self-adminis-
tered questionnaire from 384 (usable) respondents
in Jharkhand. The samples were selected using
quota and convenience sampling. The controlled
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characteristics were age (between 40 to 60 years), edu-
cation (undergraduate or postgraduate), and occupa-
tion (government or private jobs). All the respondents
were actively involved in making retail purchase deci-
sions. The income groups of respondents were INR
30000 to INR 49000 (60.94 %), INR 50000 to INR 69000
(26.04 %), and INR 70000 to INR 89000 (13.02 %).
55.20 % of respondents were male and 44.80 percent of
respondents were female.

Measure

A multi-item scale is used to measure economic ani-
mosity (five items), ethnocentrism (six items), price
(four items) and purchase decision (three items). Based
on literature review and deliberation, scales were devel-
oped with marketing experts (Shimp & Sharma, 1987;
Guerrero, Abad, & Agiiera, 2014; Klein, Ettenson,
& Morris, 1998; Eren, 2013). These constructs are
measured on a five-point Likert scale, ranging from
1=strongly disagree to 5=strongly agree. Seven items
were included in the questionnaire to know the number
of purchase decisions taken last month, native place,
education, age, occupation, gender, and family income.
The collected data were analysed using statistical pack-
age SPSS for Windows 20.0, SPSS AMOS version 22
and Stats Tools Package. Reliability was determined by
computing Cronbach’s Alphas. All scales had reliabil-
ity values over 0.7, indicating that scales were reliable.
Exploratory factor analysis revealed that no differen-
tiation occurred in existing scales and all items were
placed in the construct that was expected. AVE>.05 and
AVE>MSYV for all the measurement constructs were
found, which confirmed the convergent and discrimi-
nant validity.

Result and Analysis
Model fit

The proposed research model is tested using structural
equation modelling through path analysis. The results
depict that the overall fit of the hypothesised model is
good (Table: 01). All the model fit indices are within
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Table 1: Summary of Model Fit statistics
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CFI RMR GFI RFI

NFI x2/df RMSEA P -value

1.000 .005 1.000 992

999 444 .000 .505

the acceptable range, i.e. CFI, RFI, GFI and NFI scores
are above 0.90; P-value is 0.505, RMR is closer to zero,
and RMSEA is 0.000 (Bentler & Bonett, 1990; Bagozzi
& Yi, 1988; Baumgartner & Homburg, 1996).

Hypothesis testing

Table: 02 depicts the unstandardised coefficients, stan-
dardised coefficients, critical ratios and P-value of the
relationship between constructs in the model.

Economic animosity and purchase
decision

The standardised regression co-efficient indicates that
when economic animosity goes up by one standard
deviation, purchase decision goes up by 0.402 standard
deviation. The unstandardised regression weight for
economic animosity in predicting purchase decisions
differs significantly from zero at the 0.001 level (two-
tailed). The probability of getting a critical ratio as large
as 8.394 in absolute value is less than 0.001. Hence, H1
is supported.

Ethnocentrism and purchase decision

The standardised regression co-efficient indicates
that when ethnocentrism goes up by one standard

Table 2: Results of Maximum Likelihood Estimates

deviation, purchase decision goes up by 0.522 standard
deviations. The unstandardised regression weight for
ethnocentrism in predicting purchase decisions differs
significantly from zero at the 0.001 level (two-tailed).
The probability of getting a critical ratio as large as
11.892 in absolute value is less than 0.001. Hence, H2
is supported.

Price of goods and purchase decision

The standardised regression co-efficient indicates that
when the price of goods goes up by one standard devi-
ation, purchase decision goes down by 0.386 standard
deviations. The unstandardised regression weight for
the price of goods in predicting the purchase decision is
significantly different from zero at the 0.001 level (two-
tailed). The probability of getting a critical ratio as large
as 8.484 in absolute value is less than 0.00. Hence, H3a
is supported.

Moderating effect of price on the
relationship of ethnocentrism and
purchase decision

The standardised regression co-efficient indicates
that when the interaction effect of ethnocentrism and
price goes up by one standard deviation, purchase
decision goes down by 0.125 standard deviations. The
unstandardised regression weight for ethnocentrism

B-Value B-Value C.R. P
Final Model
Purchase decision ~ <--- Ethnocentrism 0.522 0.522 11.892 ox
Purchase decision ~ <--- Price of goods -0.386 -0.386 -8.484 o
Purchase decision ~ <--- Economic Animosity 0.402 0.402 8.394 o
Purchase decision ~ <--- Ethno_X_Price -0.125 -0.167 -4.501 o
Default model
Purchase decision <--- ECA_X_Price 0.024 0.033 0.666 0.505

Note. *** Significance at the 0.001 level (two-tailed)

34



Gyan Management Journal

Zscore: ETH

rl

Year 2024, Volume-18, Issue-1 (January-June)

| 7score: PURDEC

Fig. 2: Results of Structural Model

Variable names:

Independent variable: Ethnocentrism
Moderator: Price
Dependent variable Purchase Decision

Unstandardised Regression Coefficients:

Independent variable: 0.522
Moderator: -0.386
Interaction: -0.125
Intercept / Constant: 2

MODERATOR

»

~
o ow s

w

PURCHASE DECISION

-
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ETHNOCENTRISM ETHNOCENTRISM

—&—Low Price. ——High Price

Fig. 3: Interaction effect of price and ethnocentrism on purchase decision

and price in predicting purchase decisions differs sig-
nificantly from zero at the 0.001 level (two-tailed).
The probability of getting a critical ratio as large as
4.501 in absolute value is less than 0.001. Hence, H3b
is supported.

Figure: 3, the graph of interaction effects of eth-
nocentrism and price on purchase decision shows that
price dampens the positive relationship between eth-
nocentrism and purchase decision.

However, H3c is rejected as the interaction effect
of price and economic animosity on the purchase deci-
sion is insignificant.
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Conclusion and Implication

The study investigated the association of independent
variables - economic animosity, ethnocentrism and
price on purchase decisions of the middle-aged ser-
vice class retail consumers of Jharkhand. Economic
animosity and ethnocentrism have a direct, positive
and significant role in shaping the purchase decision
of middle-aged service class retail consumers. Price
has a direct, negative and significant role in the pur-
chase decision. Moreover, price significantly moderates
the relationship between ethnocentrism and purchase
decisions. It dampens the positive relationship between
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ethnocentrism and purchase decisions. It indicates that
an ethnocentric consumer may buy MNCs’ products if
the “swadesi” products are not available at a lower or
competitive price. Also, there is no significant moder-
ating effect of price on the relationship between eco-
nomic animosity and purchase decision.

Indian firms have great opportunities in the
Indian retail market due to the positive and significant
impact of economic animosity and ethnocentrism on
purchase decisions, provided the products are priced
competitively. The middle-aged service class retail
consumers have a strong preference for “Swadesi and
Sudh” retail products. They can adopt a promotional
plan which focuses on economic animosity, ethnocen-
trism and price. Hence, the result supports the present
marketing strategy adopted for Patanjali products and
the Prime Minister of India’s idea to use indigenous
products that help poor craftsmen.

This research contributes to the academic liter-
ature as it is an initial attempt to assess the impact of
economic animosity, ethnocentrism, and price on the
purchase decision of middle-aged service class retail
consumers in the Indian context. Further researches
can be conducted on different age and occupational
groups at various locations of India to check the valid-
ity at large.
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