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Abstract

This paper analyses consumer attitudes towards purchasing
counterfeit products. Following a review of the fiterature, a series of
hypotheses are developed which aim to explain consumers’
attractions towards such products. An empirical investigation of 580
respondents from two countries reveals that the country background
of consumers has a strong impact on attitudes and purchase
hehavior, Other findings highlight the role of price advantages versus
regular products and illustrate that potentially detrimental aspects of
counterfeit purchases, such as embarrassment potential and concern
for child labor, do not diminish consumers’ enthusiasm for fake
products. The paper closes with a discussion of the theoretical and
managerial implications of the findings and highlights promising
future research avenues.

Keywords: counterfeit products, consumer willingness to buy,
cross-border consumer behavior, Austria, Slovenia

Povzetek

Povprasevanje po piratskih izdelkih: Imajo porabniki
na obeh straneh meje enake motive?

Prispevek analizira odnos porabnikov do kupovanja piratskih izdeikov.
Na podiagi zbrane literature sta avtorici postavili serijo hipotez, katerih
namen je pojasniti, zakaj taksni izdelki privlacijo potrodnike. Empiricna
raziskava na vzorcu b80 respondentov iz dveh drzav odkriva, da ima
nacionalna pripadnost porabnikov moc¢an vpliv na odnos in nakupno
obnaganje. Druge ugotovitve izpostavljajo viogo cenovnih prednosti v
primerjavi z originalnimi izdelki in flustrirajo, da potencialno nezazeleni
vidiki nakupa piratskih izdelkov, kot sta moZnost zadrege, skrb zaradi
otroskega dela, ne zmanjajo entuziazma porabnikov do piratskih
izdelkov. Prispevek se konéa z razpravo o teorsti¢nih in menedzerskih
implikacijah ugotovitev in izpostavi obetavne bodoce smeri
raziskovanja.

Kljune besede: piratski izdelki, pripravijenost porabnikov za
kupovanje, obnasanje porabnikov na obeh straneh meje,
Avstrifa, Slovenija

1. INTRODUCTION

The production and trade with counterfeit products has
emerged as a major concern for global marketers (Blatt,
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1993; Sweeney, Greenberg, & Bitler, 1994). Figures reported
on its magnitude are impressive. In 2001, for example, the
U.S. Customs Services seized counterfeit products such as
watches, toys and textiles with a total value of $ 57 million
(2002). While traditionally producers in the Far East were
held accountable for the largest number of counterfeits, the
production of fake products is by far not restricted to these
areas. Many companies have to fight counterfeiters in their
close vicinity. Out of the $ 15 million counterfeit products
seized in Germany 1999, a large part came from Eastern
Europe - particularly the Czech Republic - and Turkey
(Communities, 1998; 1999). The list of industries and the
darmages incurred may be extended almaost endlessly. Mostly,
products which carry a high brand image and require a
relatively simple production technology are preferred targets.
However, also computer software, movie and music CDs are
victims of counterfeiting. Estimates speak about 40% of all
software industry revenues being lost through illegal copying.
In some countries, up to 90% of software products are
illegitimate copies. Despite substantial efforts to curb down on
the supply of counterfeit products, its growth is still
phenomenal. 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 production of fake goods offers strong financial incentives
to counterfeiters, since almost no investments in brand name
recognition and research & development are required. As
modern technologies are available globally, the production of
counterfeits has become less expensive and rather easy to set
up (Harvey & Ronkainen, 1985). Unfortunately, revenues
gained from counterfeiting are at the expense of legitimate
marketers. The damage to their brand reputation and profits is
tremendous (Blatt, 1993; Kay, 1990; Nash, 1989; Sweeney
et al, 1994, Wee, Tan, & Cheok, 1995).

For consumers, the purchase of counterfeit products offers
advantages as well. The fake products are usually of low
physical, performance and financial risk, but carry the high
image and prestige connected to a well known brand name
such as Polo, Ray Ban, Gucci, Rolex or Chanel. By buying the
fake product instead of the original, the consumer takes
advantage of the benefits sought-after from branded products,
such as prestige, image or design, without paying for them
(Cordell, Wongtada, & Kieschnick, 1996; Grossman &
Shapiro, 1988).

Compared to the practical relevance of the topic and the
abundance of studies dealing with supply side measures,
consumer attitudes and sentiments towards counterfeiting are
still somewhat unexplored, particularty when it comes to
exploring cross-cuttural differences in the consumer demand
for fake products. This is surprising, as counterfeiting has to be
perceived as an international phenomenon calling for
sanctions transcending national borders. Demand-oriented
counteractions, however, will only be successful, if sufficient
knowledge on the aspects triggering this demand is obtained,
and if consumers across countries are driven by similar
motives.

As the prevailing literature points to the fact that there are
country-specific influences on consumer misbehavior (the
purchase of counterfeit goods is considered to be one facet of
ity through different cultural values, legal norms, ethical codes
or personal experiences {e.g.. Fullerton & Punj, 1997), we

make a first attempt to establish cross-national similarities
and/or differences in consumer attitudes towards
counterfeiting in two selected countries, namely Slovenia and
Austria. For that purpose, we limit the products investigated to
luxury brand clothing and watches.

The paper opens by a brief review of the existing literature on
the demand for counterfeit products. Subsequently, the
hypotheses are drawn up. Following the presentation of the
empirical results, we close with a discussion of the theoretical
and managerial implications and offer some suggestions for
future research avenues.

2. CONCEPTUAL FRAMEWORK

The dermand for counterfeit products may be considered a
facet of aberrant consumer behavior, however, only under the
condition that the consumer willfully engages in this
misbehavior. This aspect appears important, as the literature
distinguishes two types of counterfeiting, namely deceptive
and non-deceptive counterfeiting (Cordell et al., 1996;
Grossman & Shapiro, 1988; Nia & Zaichkowsky, 2000). In
the former case, consumers do not realize that they are
buying a counterfeit product. They rather beliesve to be buying
the original product. Given that consumers are unaware of
buying fake products, deceptive counterfeiting is an issue that
can only to be dealt with through supply side measures taken
by companies or legal institutions.

However, consumers often purposefully buy a counterfeit
good, while being well informed about the specific qualities of
the generic and the fake product (Grossman & Shapiro, 1988;
Nia & Zaichkowsky, 2000). In order to come up with effective
measures to reduce the demand for counterfeit products, it is
necessary to fully understand what drives consumers to buy
fake products. Several streams of literature have the potential
to provide explanations: the concept of brands and what
leads consurners to buy them, how consumers deal with their
own “mis"-behavior and what potential ethical predispositions
have to prevent such a behavior. These considerations and
their relevance to purchasing counterfeit products will be
outlined briefly in the following.

Undoubtedly, the literature on branding and why people buy
branded products provides insight in what makes counterfeits
attractive. Brands and the concepts associated with it are the
prerequisites for counterfeiting. If branded products would not
attract consumers, counterfeits would not be an issue (Bloch,
Bush, & Campbell, 1993; Cordeli et al.. 1996). Consumers
are buying branded products basically for two reasons:
physical product attributes and the - intangible - brand
image associated with the product. They communicate
meaning about their self-image and enhance their self-
concept (e.g., Dornoff & Tatham, 197 2; Onkvist & Shaw,
1987). While the fake product might not fully comply with all
the physical attributes the original product offers, the image
dimension of the original branded product is preserved, as the
copy resembles the original in terms of logos, trademarks etc.
However, the price differential is much to the advantage of the
counterfeit product. As a matter of fact, the prevailing literature
has identified the lower price of counterfeits compared to the
genuine brand product as key determinant for their purchase
(Ang. Cheng, Lim, & Tambyah, 2001; Bloch et al, 1993;
Rongoni-Machiavelli, 1999; Tom, Garibaldi, Zeng, & Pilcher,
1998; Wee et al, 1995). Only recently however, counterfeits,
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which offer but a very smaill price discount compared to the
original brand, find their market too (Kattoulas, 2002). This
raises the issue of price sensitivity and its importance for the
purchasing situation. Therefore, it appears called for to
investigate not only the importance of price in general for the
decision to purchase counterfeits, but to evaluate the
consumer’s reaction to different price levels for fake products,

While the intentional purchase of fake products seems to have
distinct advantages to consumers, displaying such a behavior
violates the accepted norms of conduct in purchasing
situations and is, in general, disdained by marketers and most
consumers (Fullerton & Punj, 1993, 1997). The question
arises of how consumers handle the dilemma of breaking
these norms and purposefully engaging in misbehavior. Sykes
and Matza (1957) showed that consumers come up with
pseudo-rational excuses that exculpate themselves and
deflect the blame on someone else. For instance, to explain
their behavior, consumers tend to deny their responsibility and
the injury of their deed. They downplay the damages to the
victims, even blame them for their behavior or appeal to
higher loyalties.

Some of the excuses that where reported in past research in
the field are outlined in the following. Consumers say that they
feel more sympathy for small rather than large businesses and
justify their behavior with anti-big-business attitudes (Fullerton
& Punj, 1993; Moore, 1984; Tom et al, 1998). Other
frequently put forward arguments in this context are that
counterfeiters deserve support, as they act more customer-
oriented than the original manufacturers. Original-product
manufacturer are blamed for charging exorbitant prices to
capitalize on the snob appeal of their products (Ang et al,,
2001; Cordell et al, 1996). In turn, counterfeiters would offer
(fake) products at lower prices, as they are more reasonable
on the margins they require. Also, consumers feel that
counterfeiters are more efficient in terms of how they conduct
business (Ang et al, 2001; Tom et al, 1998; Wee et al, 1995).

Purchasing fake products and thus “misbehaving intentionally”
can be considered ethically questionable. While buying
counterfeits might serve immediate self-interest, the behavior
is harmful to others such as the original manufacturer. It not
only reduces profits and damages the brand image, but it is
said to have a chilling effect on technology developments.
Often, it is also associated with employing child labor to
achieve low production costs (Nill & Shultz, 1996). Most
likely, high ethical standards will prevent consumers from
buying counterfeits.

Given the still fragmented knowledge base in the field, we are
using the expectancy-value attitude model (Fishbein, 1967)
for guidance in systematizing existing findings. Additionally,
selected psychographically-based influences such as
readiness to take risk, fashion involvernent and religiousness
as an estimate of ethical understanding as well as
demographic determinants are included in the model.
Basically, the model states that an attitude consists of
expected values of the attributes ascribed to the attitude (in
our case “counterfeiting”). In other words, the attitude toward
counterfeiting is the sum of the beliefs consumers have
toward counterfeiting multiplied by the evaluations of their
beliefs. Therefore, methodologically we are providing a list of
positive and negative statements to learn more about
expected values of consumers regarding counterfeiting. In

addition, we are using attitudes towards behavior rather than
attitude towards objects (e.g., attitude towards a courtterfeit
item), as they are said to be better predictors of behavior
(Fishbein, 1967; Fishbein & Ajzen, 1975).

3. PROPOSITIONS AND RESEARCH
METHODOLOGY

Based on the theoretical considerations outlined above, we
derived a set of propositions which are tested using two
samples from Slovenia and Austria. The country-selection
resufted from a comparison of the (a) economic situation
(GDP per capita) and relevant (b) psycho-graphical
characteristics (e.g. religiousness, risk aversion). Both,
similarities and differences are expected. While the availability
of counterfeit products as well as the desire for branded
fuxury products is similar between Slovenia and Austria, the
economic development and consumers’ psycho-graphical
attitudes are different. According to the World Bank (World
Development Indicators. 2002), GDP per capita is $ 188,7
Mio in Austria (rank 21) and $ 18,8 Mio in Slovenia (rank 64).
Austrians and Slovenians also differ in their religiousness
which influences their ethical understanding: For example,
about 80% Austrians belief in God, while only 63%
Slovenians do so (Religion Il ZA Study 3190, 2001).
Additionally, political attitudes differ. Slovenia as an ex-
communist country presumably still has socialist values
leading to different people’s consumer attitudes (Feick & Gierl,
19986), risk readiness (Shiller, 1992) or ethical decisions
(Stewart, Sprinthall, & Siemienska, 1997) (see Table 1).

Table 1: List of Propositions

AKADEMUA Ii!;!;!il

Intention to purchase counterfelt produsts

Froposition ; There is a difference of intentions to purchase counterfait Polo/Lacoste shirts
betwesn various price levels (20%, 40%, 60%, 80% and 90% below the price of original
item).

Fropositian ,; There is a difference of intentions to purchase counterfeit Cartier/Rolex
watches between various price levels {20%, 40%, 60%, 80% and 90% below the price of
original item).

Froposition,,; Slovenians and Austrians differ in their intentions to purchase counterfeit
Polo/Lacaste shirts at various price evels {20%, 40%, 60%, 80% and 90% below the price
of original item).

Froposition,; Slovenians and Austrians differ in their intentions to purchase counterfeit
Cartier/Rolex watches at various price levels {20%, 40%, 50%, 80% and 90% below the
price of original item).

Attirides towards coupterfeiting

Froposition,,; Slovenians and Austrians differ in their atiitudes toward the relevance of price
regarding purchasing counterfait products.

Froposition,, Slovenians and Austrians differ in their attitudes toward “big business”.
Froposition,, Slovenians and Austrians differ in their attitudes toward the prablem of child
labor caused by the producers of counterfeits.

Fraposition,,; Slovenians and Austrians differ in their embarrassment when others recognize
their usage of counterfeits.

Fropasitian,; Slovenians and Austrians differ in their attitudes toward the negative effects
of producing counterfeits on R&D for new products.

Proposition,, Slovenians and Austrians differ in their attitudes toward the efficiency of
producers of counterfeit products.

Psycho-graphical characteristics

Fraposition, Slovenians and Austrians differ in their degres of ethical understanding
{religiousness).

Froposition; Slovenians and Austrians differ in their degree of fashion invelvement.
Proposiiion,; Slovenians and Austrians differ in their readiness to take risks.

Intention to purchase counterfeit prodicts

Polo/Lacoste shirts

Fropositian,,; The relevance of price has an impact on the intention to purchase (at 20%,
40%, 60%, 80% and 50% below the price of original item] counterfeit products.
Froposition ,; The impact on the intention to purchase differs betwssn Slovenia and Austia.

83




Ii!;!;!il AKADEMIJA

Cartier/Rolex watches

Fropasition,,; The relevance of price has an impact on the intention to purchase {at 20%,
40%, 60%. 80% and 90% below the price of original item| counterfeit products,

Prgposition ,,; The impact on the intention to purchase differs between Slovenia and Austria.
Polo/Lacoste shirts

Froposition,, The aniihig business altiude has an impact on the intention to purchase (at
20%, 40%, 60%, 80% and 90% bslow the price of original item] counterfeit products.
Praposition, The impact on the intention to purchase differs between Slovenia and Austria.
Cartier/Rolex watches

Praposition,; The ant-big business attitude has an impact on the intention to purchase (at
20%. 40%, 60%, 80% and 90% below the prica of original item) counterfeit products.

Proposi

position,, The impact on the intention to purchase differs between Slovenia and Austria.
Polo/Lacoste shirts
Proposition,,; Concerns regarding child fabor have an impact on the intention to purchase {at
20%, 40%, 60%, 80% and 90% below the price of original item] counterfeit products.
Praposition ,,; The impact on the intention to purchase differs between Sfovenia and Austrie.
Cartier/Rolex watches
Praposition, Concecns regarding child fabor have an impact on the intention to purchase {at
20%, 40%, 60%, 80% and 90% balow the price of original item) counterfeit products.
Proposition, The impact on the intentien to purchase differs between Slovenia and Austria.
Polo/Lacoste shirts
Praposition ,; Embarassment has an impact on the intention to purchase (at 20%, 40%,
80%. 80% and 30% below the price of original item) counterfeit products.
Fraposition ,,; The impact on the intention to purchase differs between Slovenia and
Austria.
Cartizr/Rolex watches
Proposition o Embarrassment has an impact on the imtention to purchase (at 20%, 40%,
60%, 80% and 90% below the price of original item) counterfeit products.
Frapasition ,; The impact on the intention to purchase differs between Slovenia and
Austria.
Polo/Lacoste shirts
Frgposition ., Perceived negative effacts of counterfaiters on R&() have an impact on the
intention to purchase {at 20%, 40%, 60%, 80% and 30% below the price of original item)
counterfeit products (Polo/Lacoste shirts, Cartier/Rolex walches).
Praposition ,,; The impact on the intention to purchase differs between Slovenia and Austria.
Cartigl/Rolex watches
FPrapasition - Perceived negative effects of counterfaiters on A& have an impact on the
intention to purchase {at 20%, 40%, 60%, 80% and 30% below the price of original item)
counterfeit praducts {Polo/Lacoste shirts, Cartier/Rolex watchas).
Praposition ,; The impact on the intention to purchase differs between Slovenia and Auslria.
Polo/Lacoste shirts
Proposition ., Perceived efficiency of counterfeiters has an impact on the intention to
purchase (at 20%, 40%, 60%, 80% and 0% below the price of original item} counterfeit
products {Polo/Lacoste shirts, Cartier/Rolex watches).
Fraposition ,; The impact on the intention 1o purchase difers between Slovenia and
Austria.
Cartier/Rolex watches
Proposition ,,; Perceived efficiency of counterfeiters has an impact on the intention 1o
purchase {at 20%, 40%, 60%, 80% and 30% helow the price of original item} counterfeit
produets {Polo/Lacoste shirts, Cartier/Rolex watches).
Frapasition ,; The impact on the intention to purchase differs between Slovenia and
Austria.
Polo/Lacoste shirts
Proposition ,; Ethical understanding (religiousness/ has an impact on the intentian ta
purchase {at 20%, 40%, 60%, 80% and 0% below the price of original item) counterfeit
products (Polo/Lacoste shirts, Cartier/Rolex watches).
FProposition ,, The impact on the intention to purchase differs between Slovenia and
Austria.
Cartier/Rolex watches
FProposition ,; Ethical undersianding (refigiousness/ has an impact on the intention to
purchase (at 20%, 40%, 60%, B0% and 30% below the price of original item) counterfeit
products {Polo/Lacoste shirts, Cartier/Rolex watches).
Prapasition 5, The impact on the intention to purchase diflers between Slovenia and
Austria.
Polo/Lacoste shirts
Praposiiion . Fashion involvement has an impact on the intention to purchase {at 20%,
40%, 60%, 80% and 90% below the price of original item) counterfeit products
{Polo/Lacoste shirts, Cartier/Rolex watchss).
Frapasition ,,; The impact on the intention to purchase differs between Slovenia and
Austria.
Cartier/Rolex watches
Fropasition ,, Fashion involvement has an impact on the intention 1o purchase {at 20%,

40%, B0%, 80% and 90% balow the price of original item) counterfeit products
[Polo/Lacoste shirts, Cartier/Rolex watches).

Fraposition ,; The impact on the intention to purchase differs between Slovenia and
Austria.

Polo/L acoste shir's

Proposition .; Readiness to take risks has an impact on the intention to purchase (at 20%,
40%, 60%, 80% and 30% below the price of criginal item) counterfeit products
{Polo/Lacoste shirts, Cartier/Rolex watches).

Froposition ., The impact on the intention 10 purchase differs betwesn Slovenia and
Austria,

Lartier/Rolex watches

Praposition g, feadiness io lake risks has an impact on the intention to purchase (at 20%,
40%, 60%. 80% and 90% below the price of original item) counterfeit products
{Polo/Lacoste shirts, Cartier/Rolex watches).

Frapasition ; The impact on the intention to purchase differs between Slovenia and
Austria,

The subsequently developed questionnaire consists of 25
statements designed to capture attitudes toward counterfeits
{B-point Likert scale ranging from “strongly agree” to “strongly
disagree”), 10 questions aimed at measuring purchase intent
for different types of counterfeit goods (textiles, watches) at
different price levels (5-point scale ranging from “would
definitely buy” to "would definitely not buy”). The
measurement approach for each theoretical construct is now
described in more detail.

Intention: We use attitudes to understand, and more
precisely, to predict behavior. Following (Fishbein, 1967,
Fishbein & Ajzen, 1975), the proximal cause of behavior is
one's intention to engage in the behavior. Therefore, the
intention to purchase counterfeits was measured. We
operationalized this construct by using representative
examples of luxury brands which are due to their
attractiveness within the countries of interest particularly
prone to counterfeiting: these are Rolex/Cartier watches and
Polo/Lacoste shirts. In addition, we considered that the
intention to purchase counterfeits is related to the price of the
item (e.g., Bloch et al, 1993}, To substantiate our assumptions
on the role of price sensitivity for purchasing counterfeits, five
different price levels were investigated (20%, 40%, 60%, 80%
and 90% below the price of original item). Thus, with two
brand choices and five price reductions versus the original, a
total of ten items measuring the intention to purchase
counterfeits were used.

Attitudes: The attitudes towards counterfeiting and
purchasing counterfeits were assessed by multi-tem
measures. Specifically, attitudes towards behavior were used,
since they are better predictors of behavior than attitudes
towards objects (e.g. attitude towards a counterfeit item)
(Fishbein, 1967; Fishbein & Ajzen, 1975). Based on the
literature review, 25 items were developed and served as
measures of consumers’ attitudes towards counterfeiting and
purchasing counterfeit luxury brands.

Personality Traits: To measure readiness to take risks, an
established scale was slightly modified. More specifically, the
scale “Risk Taker (Purchase)” was used as a basis. This scale
measures the degree to which a person reports to be willing
to take a risk by, for example, trying unfamiliar products or
brands (Raju, 1980). Reported reliability of this scale is
reasonable . However, the construct validity of the scale is
reported to be questionable and the grouping of the items for

! Spearman-Brown'’s reliability ranges between .808 (homeworker sample)
and .831 (student sample).
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the scale was based on subjective classification. Therefore, we
conducted an exploratory and confirmatory factor analysis of
the scale. Subsequently, three items were excluded and the
remaining six items were used for the following analysis.

The scale “Fashion Involvement Factor (FIF)” is deemed to
reflect important behavioral activities related to fashion (e.g.
adopting early, interest in and knowledge about fashion,
monitoring fashion trends, etc.) (Tigert, Ring, & King, 1976). In
terms of test statistics, only factor Joadings were reported for
this scale. However, cross-classification analyses showed that
more highly involved fashion consumers were heavier buyers
of fashionable clothing items than less involved consumers. In
our model, all six items were taken into consideration.

Finally, religiousness as a proxy for ethical standards was
measured using selected items from the scale developed by
(Kecskes & Wolf, 1993). Reliability is reported high
(Cronbach’s alpha = .97). In total, six items were used.

After pre-testing and checking for content validity of the
measures, the final questionnaire was available in German and
Slovenian. Linguistic equivalence between the two different
versions of the questionnaire was established through back-
translation (Brislin, 1970). In Austria, a quota sample based on
age, gender and education was used. In Slovenia, data was
collected through convenience sampling, which appeared
acceptable given the exploratory nature of the study. The
Austrian questionnaire was answered by 385 respondents
(66,4% of the total sample), while the Slovenian sample was
comprised of 195 respondents (33,6% of the total sample). In
total, 580 questionnaires were returned and used for further
analysis. Table 2 illustrates the sample characteristics in more
detail.

Table 2: Selected Sample Characteristics

4. ANALYSIS AND RESULTS

4.1. Structure of Attitudes Towards
Counterfeiting

Exploratory factor analysis (Principal Component) was initially
employed to purify the attitude scales. ltems exhibiting
significant loadings on the intended factor and no substantial
cross-loading were retained. In total, six attitude factors were
extracted, explaining 65.3% of total variance. The first factor
explained 14.2% of variance and was labeled “Irrelevance of
Price”. It consisted of items, which state that purchasing
counterfeits does not depend on the price of the item. The
second factor explained 10.6% of variance and expressed the
hegative effects of counterfeiting on R&D. tt consisted of
statements concerning the effects of production of
counterfeits but also the effects of consumers’ purchase on
company’'s expenditures on R&D. The third factor,
“Embarrassment” explained 10.5% of variance. Herein, the
concerns of consumers being revealed as owner of
counterfeits were summed up. The fourth factor, explaining
10.4% of variance, was labeled “Anti-Big Business”. It consists
of four items which show consumers’ support for small rather
than big companies. Next, the factor called “Problem of Child
Labor” was extracted. It explains 9.9% of variance and
includes consumers’ concerns about a potential negative
influence of counterfeiting on child labor. Finally, the sixth
factor, called “Efficiency” explained 9.7% of variance. Opinions
regarding the influence of counterfeiters” efficient distribution
and production on the low price of counterfeit products were
expressed through this factor. Table 3 reports the results of
the exploratory factor analysis and reliability of the six factor
solution.

Austria Slovenia | Table 3: Results of exploratory factor analysis
Number of Respondents 385 195 | Auitude items Price Negative ~ Em-  Anti Pro-  Effici-
Gender Relevance  Effects barras- Big  blem  ency
Female 50.9% 63.2% onR&D  sment  Busi- of Child
Male 191% 36.8% 4 . ness  Lahor
Occupational Status [ would not hesitate buying a fake
SelFemployed 8.2% 10.8% | Polo/Lacoste shirt at a substantially lower
Student 7% 0.5t | Brive, providing the quality is right (R). 81 -03 .00 i -08 01
Pugil 6.1% T45% | | would not knowingly buy a fake
Manager/Gavernment Employes 0% 99.0% | Polo/Lecoste shirt regardless of price. 13 20 12 -14 07 Rl
Retired 8.2% 4.3% | 1'would not knowingly buy a fake
Running the Household 6.8% 2.9% | Cartier/Rolex waich regardless af the price. .54 02 AD 10 07 14
Others 3.7% 16.4% | The production of counterfeit goods
Education undermines the incentive for companies to
Primary School 26.2% 26.2% spend monsy on research and
Vocational Education 371% 36.6% | development for new products. 02 .88 .03 -10 il -08
Secondary School 29.6% §4% | The purchase of counterfeit goods
College Degres {Bachelor) 726.7% | undermines the incentive for companies
Coliege Degree {Master) 6.0% % | 1o spend money on research and development
Others 1.0% 16% | for new produsts. 07 08 04 -01 Al -07
Age Mean (Std.dev} 35.5(14.43) 28.1(14.24} | | would not wear a fake Cartier/Rolex because
Number of Years of Work Experience people might recognize it as a fake
Mean (Std.dev) and laugh at me. 8 02 85 -03 g0 -09
16.3{12.42) If someone would point out that my
10.2 (12.03) Cartier/Rolex watch is counterfeit, | would
Residence he very embarrassed. 15 B8 12 02 -0
Urban 66.7% 66.3% | Buying a fake Polo/Lacoste does not
Rural 33.3% 34.7% | harm our economy (R). -01 07 06 70 15 01
Household Income {in ) Counterfeits are not a serious problem,
jower than 1,090~ 36.0% 28.2% | since they are usually restricted to a small
1.091-- 1817, 39.5% 10.0% | group of luxury products (R}, 03 -0 12 B4 08 10
1818,-- 2.544 - 14.8% 18.8% | The producers of counterfeit goads can offer
2.545--3.270- 5.2% 30.0% | lower prices, because they do not make
3.27-- 4.774, 2.9% 8.8% | as much profit as the producers of the
more than 4.724.- 1.5% 4.1% | original products {R). -06 -21 01 59 -01 35
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Attitude items Price Negative ~ Em-  Anti  Pro-  Effici-
Relevance Effects barras- Big  blem  ency

onR&D  sment  Busi- of Child

ness  Labor

Counterfeiting occurs, because trade mark

holders have margins which are

unreasonably high {R). 3 -07 -15 58 =11 -18
The producers of counterfeit goods can offer

lower prices because they often take

advantage of cheap child labor. .09 03 -0 A0 86 00
Buying fake Cartier/Rolex watch contributes
1o the problem of child labor, .05 A0 18 06 83 -15

The producers of counterfeit goods can offer

lower prices because their distribution

system is more efficient {R). .08 -2 -08 0 04 B84
The producers of counterfeit goods can offer

lower prices because their production

facilities are more efficient (R). 08 -01 01 16 -19 78
Cronbach g5 b2 71 40 61
Note:

Extraction Method: Principal Component Analysis
Varimax Rotation

4.2. Willingness to Purchase Counterfeits at
Various Price Levels

Subsequently, two GLMs with repeated measures were
applied in order to test H, (a and b) and H, {a and b).
Statistical significance of differences between the countries
(between-subjects factor) and between price levels when
purchasing counterfeit (a) Polo/Lacoste shirts or (b)
Cartier/Rolex watches (20%, 40%, 60%, 80% and 90% price
below the original item; repeated measures) was assessed. To
start with, Mauchly’s test of sphericity for counterfeit
Polo/Lacoste shirts (a) was calculated. Results indicated that
GLM is appropriate for data analysis, based on the assumption
that the dependent variables are correlated (¢? = 1228.67
with 9 df, p <.001). A significant overall main effect was
found for the price levels (F = 1564.57; p <.001), but not for
the two countries (F = 1.23; p = .267), indicating that
consumers in both countries are similarly more willing to
purchase counterfeit Polo/Lacoste shirts with high price
discounts compared to the original item. Therefore, H,  can
be accepted and H,_ is not supported.

Next, the Mauchly's test of sphericity for counterfeit
Cartier/Rolex watch (b) was calculated and revealed that the
method GLM is also appropriate for data analysis (c? =
1386.23 with 9 df, p <.001). A significant main effect for
both, the price levels (F = 112.25; p <.001) and the countries
(F= 13.37; p <.001) was found. Additionally, the interaction
between the price levels and the countries was significant at a
5% level (F = 2.67; p = .036). Taken collectively, respondents
from both countries are more willing to purchase counterfeit
Cartier/Rolex watches with a high price reduction compared
to the original product. However, in Austria, the willingness to
purchase counterfeit Cartier/Rolex watches is significantly
lower than in Slovenia. Therefore, H, and H,, can be
accepted.

1.1. Attitudes Towards Counterfeiting

The attitudinal factors derived from the exploratory factor
analysis were retained for further analysis. Therefore, means of
attitude items were calculated and used to test proposition,,
to proposition,,. By using summated scales we try to minimize
measurement error and represent multiple facets of attitudes

in a single measure {Hair, Anderson, Tatham, & Black, 1998).
For the country comparison, several t-tests were applied.
Austrian and Slovenian attitudes towards counterfeiting differ
significantly along the following three dimensions: First, the
factor “Negative Effects on R&D" is statistically different
between Austria and Slovenia, the latter having a higher
degree of agreement (t = -3.65; p < .001). Slovenians hold a
stronger belief that counterfeits have a chilling effect on R&D
investments than Austrians. Next, the factor “Anti-Big
Business” is also statistically different: Slovenians agreed to a
larger extent than their Austrian counterparts that small
companies (producing counterfeits) shall be supported and
not big companies (= holders of original trademarks) (t = -
2.88; p <.01). Finally, the two samples differ in their
“Embarrassment” potential {t =-3.72; p <.001). Specifically,
Slovenians would be more embarrassed if others recognized
their usage of counterfeit products than Austrians. Therefore,
the propositions . ,, and . are supported, whereas the
propositions .. .. and ,_ are not supported.

4.4, Personality Traits

Subsequently, several t-tests were applied to detect potential
differences between the two populations regarding their
personality traits. For each of the personality scales used, an
index was calculated and used for further analysis. Regarding
the index of religiousness, Slovenians and Austrians differ
significantly: Austrians are more religious than Slovenians (t =
2.50; p <.05). The index of fashion involverment is not
statistically significant between the two countries. Finally,
Slovenian and Austrian respondents differ in their readiness to
take risks: Austrians were more ready to take risks. Therefore,
proposition,, and proposition,, can be supported, and
proposition,. has to be rejected. Table 4 compares means and
standard deviations of the indices of religiousness, fashion
involvement and readiness to take risk between the two
countries.

Table 4: Means and Standard Deviations for the Indices of
Religiousness, Fashion Involvement and Readiness to

Take Risk
Austria Slovenia
M SD M SD
Religiousness a 294+ 112 2.69* 117
Fashion Involvement b 3.32 79 3.23 78
Readiness to Take Risk ¢ 2.86* 57 273% b4
Note:

aranges from 1 = not religious to & = very religious

branges from 1= low fashion involvement to 5 = high fashion involvement
cranges from 1 = low readiness to & = high readiness

* significant at 5% level

1.2. Predicting Intention to Purchase
Counterfeits

Finally, several multiple regression analyses were applied in
order to test proposition, to proposition .. The exiracted
attitude factors and personality traits were included into the
multiple regression analyses as predictors for the willingness
to purchase counterfeit products (Polo/Lacoste shirts;
Cartier/Rolex watches). Furthermore, for each country the
regression coefficients were calculated and will be compared
in the following.

In general, the relevance of price has a strong significant
impact on the willingness to purchase counterfeit
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Polo/Lacoste shirts for respondents from both countries. o, are supported. Finally, the opinion that producers of
Additionally, the higher the price reduction is, the stronger the | counterfeits are more efficient and thus can offer low prices
influence of the attitude factor on the intention of respondents | influences the intention at 20%, 60%, 80% and 90% price
Is: The b-coefficients increases from -301 in Austria and ~347 | reduction level in Austria, while Slovenians intention only at
in Slovenia at the 20% level to -501 in Austria and 638 in
Slovenia at the 90% level. Therefore, proposition.,, is
supported, while no country difference was shown (reject
proposition., ). Weak positive influences stem from expected
negative effects on R&D in Slovenia and Austria, although at
different price levels (support for propositionm’b). Slovenians
intention at 80% and 90% price reduction was strongly

the 20% level (support for propositions ,, ). Begarding
personality traits, religiousness influences the intention (80%
and 90%) in Austria on a higher price reduction level
negatively. The lower the ethical understanding
(religiousness), the higher the intention to purchase counterfeit
Polo/Lacoste shirts (propositions ,, ). However, since the beta

influenced by their embarrassment level, whereas for cosfficients are very low, theses results should be interpreted
Austrians embarrassment didn’'t seem to be important at all with caution. Finally, the readiness to take risks is in Austria a
(support for proposition,,, ). Slovenians’ intention at a 40% | predictor for the intention at 40% and 60% price below

and 60%, and Austrians” intention on 20% price below original item, but not in Slovenia (support for propositions g, ).
original is then influenced by their attitude toward “Big The higher people in Austria are ready to take risks, the higher
Business”. The stronger the opinion, that smaller companies | their intention to purchase counterfeit Polo/Lacoste

should be supported, the higher the intention to purchase shirts.Table 5 shows the b-coefficients and model fit indices

counterfeit Polo/Lacoste shirts. Therefore, propositionsg, and | for Polo/Lacoste shirts.

Table 5: Muiltiple Regression Analysis Results for Polo/Lacoste Shirts
Intention to purchase Polo/Lacoste shirts at ..

20% below price 40% below price B0% below price 80% below price 90% below price
of ariginal item of original item of original item of original item of original item
Austria Slovenia Austria Slovenia Austria Slovenia Austria Slovenia Austria Slovenia
Factor "lirslevance of Price” 347+ -301** -429** -502** -A78** -5hB6** AT ~B67** -501** -638**
Factor “Negative Effects on R&D" 122¢ .092*
Factor "Embarrassment” 205" 163**
Factor "Anti-Big Business” -096* -183** -130%
Factor “Problem of Child Labor” 096*
Factor "Efficiency” 134*+ 193+ 135%* 1207 096"
Religiousness {Index) -095* -106*
Fashion Involvernent {Index)
Readiness to take Risks {Index) 20 Rtk
R2 169 194 213 317 288 3561 252 374 244 348
Adjusted R2 162 181 209 .306 282 344 246 367 236 3
Nofte:

Method: Stepwise
“* significant at 1% level
* significant at 5% level

Analyzing the intention to purchase counterfeit Cartier/Rolex | distribute efficiently (factor “Efficiency”) lead to a higher

watches at different price levels, the following results were witlingness to spend money on counterfeits in both countries,
found. The intention to purchase counterfeit Cartier/Rolex whereas Austrian consumers seemed to be independent of
watches can be predicted significantly by the attitude that the price level and Slovenians’ intention at a 20 and 40%
price is relevant. In other words, the more consumers level only can be predicted (support for propositions.,_ ).

consider price important, the higher their willingness to
purchase counterfeits. While in Austria the attitude increases
constantly with price reduction, in Slovenia the highest
coefficients were found for the 60%, 80% and 90% price
reduction levels (support for propositions,, ). Considering the

factor “Embarrassment”, significant coefficients resulted again ) i i .
only for Slovenian consumers . Embarrassment has the stronger predictor. In Slovenia the readiness to take risks

highest prediction power on the intention to purchase predicts the intention on 80% and 90% level {support for
counterfeit Cartier/Rolex watches at 20% below price of the | Propositions . ,). Also the readiness to take risks is only a
original itern. Therefore, if the price reduction is only low, the | Predictor for Slovenians at the 90% level (support for

risk to be revealed as owner of counterfeits influences propositions 5, ). Propositions o, and 5, were not
consumer intentions very much (support for propositions ., ). supported. Table 6 shows the b-cosfficients and modet fit
Furthermore, the expectation, that counterfeiters produce and | indices for Cartier/Rolex watches.

Finally, taking into account personality traits, the intention to
purchase visible luxury brands such as Cartier and Rolex is
predictable on a high price reduction level (80% and 90%)
using the fashion involvement of consumers in both countries.
However, in Slovenia, the fashion involvement is even a
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Table 6: Multiple Regression Analysis Results for Cartier/Rolex Watches

Intention to purchase Cartier/Rolex watches at .

20% below price 40% below price 60% below price 80% below price 90% below price
of ariginal item of original item of original item of original item of original item
Austria Slovenia Austria Slovenia Austria Slovenia Austria Slovenia Austria Slovenia
Factor “Irrelevance of Price” -363** -402** -270%* A1 450 -468** 374 -A466** -361*
Factor "Negative Effects on R&D"
Factor "Embarrassment” 230" -187" -157* -156*
Factor "Anti-Big Business” -096*
Factor “Problem of Child Labor”
Factor "Ffficiency” 168** 180** 156%* 187+ g 152+ 181
Religiousness {Index)
Fashion Invaivement {index} g 280 J21+ 344
Readiness to take Risks {Index) -206** -215%*
R2 183 083 200 192 238 208 261 331 264 363
Adjusted R2 176 073 196 179 234 198 .255 318 258 348
Note:

Method: Stepwise
** significant at 1% leve!
* significant at 5% level

5. CONCLUSIONS AND
RECOMMENDATIONS FOR FUTURE
RESEARCH

As various figures and press releases on the issue show, the
production and sales of counterfeit products have turned into

a global operation. In order to fight it, original trademark holder

and government have developed numerous supply side
measures. However, as long as demand for fake products is
flourishing, supply will never run dry either. Therefore, this
contribution aimed at exploring the factors which influence
the demand for counterfeit products. Given the fact that
counterfeiting must be considered an issue which transcends
country borders, we investigated the drivers of consumer
demand for two different product categories in two different
countries, Austria and Slovenia, which bear similarities but
also differences in economic and cultural background.

As previously assumed, the consumer demand for
counterfeits shares common drivers across country borders,
while some national idiosyncrasies still seem to remain. More
| specifically, across product categories and country borders,
the price is the most important factor influencing the intention
to purchase counterfeits. This is increasingly the case, as the
price differential between original and counterfeit product
grows. Another factor that seems to transcend product
categories and countries is the issue of efficiency. There
seems to be a strong belief that counterfeiters are more
efficient in activities such as production or distribution
compared to the original trade mark holder, therefore, they are
able to charge lower prices. The negative effects on R&D
expenditure, the issue of child labor employed in
counterfeiting operations or ethical considerations (as
measured through religiousness) did not show any (or only
very low and occasional) influence on the demand for
counterfeits. Fashion involvement has effects on the demand
for counterfeits for more expensive products, in our case
Rolex/Cartier watches, and only when the price discount is
very high. [n this case, consumers might fear that the copy is
too cheap and thus will not resemble the original damaging
their image as fashion conscious consumers. Along those
lines, the embarrassment potential of being detected as
someone who wears/bears a fake product rather than the
prestigious original only had an effect in the Slovenian sample.

Austrians do not feel deterred by it. The explanation for this
effect can only be rather vague and hypothetical at this point.
Looking at the Austrian business environment, manufacturer
of well-known brands have increasingly used heavy price
rebates during end of season sales or have resorted to so-
called factory outlets, where price discounts are rarely less
than 50%, that shoppers don't find it special any longer to
obtain these products at cheap prices. The fact that they get a
copy and nat the ariginal does not seem to bother them as
much anymore, they rather consider them as smart shoppers.
To our knowledge, these practices are not as widespread yst
in Slovenia, so this might be the reason why the potential for
embarrassment by wearing a fake product still exists. At this
point, this is still speculative and would have to be subject to
further testing.

In terms of managerial recommendations, several options
unfold. Not surprisingly, price is the key determinant of
demand for counterfeit products. In this respect, there is not
much original manufacturers can do, as counterfeiters use the
bandwagon effect of a famous (and thus expensive to create)
brand without paying for it. Nevertheless, supply side
measures such as sophisticated production technologies,
special inks and dyes, which make it easier to detect copies,
etc. may at least help to keep the price differential low
between original and counterfeit. On the issue of efficiency
that counterfeiters have in the eyas of the consumer, the
trademark holder can capitalize on education. Stressing the
benefits of the original product and explain the damaging
effects of counterfeiting not only on the original manufacturer
(who does not get much empathy being “big-business”), but
on the society as a whole. Most likely, the arguments used in
such campaigns need to have more emotional closeness to
the customer him/herself. The problem of child labor
potentially associated with counterfeiting or the negative
effects on R&D expenditure did not seem to impress
consumers to an extent that it would prevent them from
buying. However, fashion consciousness might be a deterrent
to consumers in both countries, at least when the discount
compared to the ariginal becomes very high. Presumably,
consumers perceive the quality of counterfeits at very high
discount levels not very high and thus fear for their image as
fashion conscious (and fashionable) individual. So maybe the
effects on the labor market or on consumer safety as well as
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the damage on their public perception would be more
suitable in this context.

At this point, we have to say that this study is still exploratory
in its nature and generalizations have to be made very
cautiously. In terms of future research, several avenues unfold.
Further theory advancement may be fostered by developing a
more comprehensive model that refines the constructs used
in our study and adds new ones that might help to explore
the phenomenon of consumer demand for counterfeits in
more depth. For instance, it might be worthwhile to take a
closer look at the impact of social norms on consumer
behavior in this context, as the Theory of Reasoned Action by
Fishbein & Aizen (Fishbein & Ajzen, 1975) suggests.
Particularly, with publicly visible products that have a strong
impact on how others perceive us social norms may be an
important influence. What we provided with the dimension of
embarrassment potential was a first step towards this
direction.

Based on the experience we made with testing our
hypotheses in two different countries, we encourage using
additional country settings to consolidate the body of existing
findings. As our results showed, the countries under
investigation share communalities, but also are still different in
various respects. Therefore, in order to come up with global
demand side measures, the degree of similarity and difference
between countries need to be explored in more detail.
Moreover, cross-country studies will particularly enhance the
quality of theoretical knowledge, if the selection is based on
theoretical considerations about relevant differences and
similarities. It might thus be interesting to include countries
with different economic backgrounds or stages of
development or different cultural backgrounds (e.g., strong
group influence on decision making).

Finally, a diversification in terms of products investigated
appears called for. While the influences on purchase decisions
for luxury brand counterfeits might be similar, regardless of
the specific product, the drivers of demand for counterfeit
software or music CDs might be somewhat different, as
issues such as functionality and performance gain more
importance.
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