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CHAPTER I 

INTRODUCTION 

 

This chapter determines the main issue of the problem by describing the 

bigger scope of the problem in the international business perspective. The subject 

of the study is Samsung Group, a multinational conglomerate company from South 

Korea that has been recognized as a top 10 global brand in technology industry 

(Samsung, 2019). Hence, at the end of this chapter, we will be able to see the core 

issue of the subject of the study as the basis in conducting the research. 

 

1.1 Research Background 

In this digital era, smartphone has become an essential need to lead a more 

productive life. The combination of telephones and computer services in one device 

allows individuals to surf the internet, saving data, upload, download and interact 

with other people easily. Instead of focusing on the core function of smartphones 

previously mentioned, people are currently more interested in the additional 

features provided by smartphones which includes: camera quality, audio quality, 

and post service maintenance (Soukup, 2015). The incremental increase in the 

numbers of company producing smartphones, mobile apps and consequent 

innovation, provides a large number of choices for the consumers. The difference 

in quality, brand image, and additional features possessed by each smartphone 

companies are specifically designed to cater to the divergent motives of buyers. In 

addition, smartphone has also become one’s symbols of consumer economic and 
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cultural system, also known as “moral objects”. It implies that the consumers values 

smartphone as an object that can determine their economic factor as fashion 

accessories and lifestyle support (Koskinen, 2012, p. 225) in (Soukup, 2015). 

In Asia, there are around 4.416 billion active smartphone users, 355.5 

million of the users were contributed by Indonesia in 2018 (Wearesocial, 2019). 

According to Maulidina & Ariyanti (2016), Indonesia is the third fastest country in 

terms of smartphones users’ growth, right after China and India. Puspitasari & Ishii 

(2015) added that the number of smartphone users in Jakarta, the capital city of 

Indonesia, has even exceeded the number of desktop computer or laptops users. It 

implies that smartphone is not just a supporting technology, however is considered 

as a vital need, especially by the young adults that were born in 1977-2000 (digital 

revolution age) also known as millennial. Millennial are considered “digital 

natives” as they account for approximately 49% of smartphones users globally. 

Moreover, Cohen (2018) stated that most millennials prefer having smartphones of 

other brands as opposed to using tablets, PC, laptops and other digital devices. 

Amongst the other brands, Samsung has the highest brand equity in Indonesia 

(Maulidina & Ariyanti, 2016). 

In the international market, Samsung has been successful in developing 

several products, such as: smartphones, TVs, tablets, laptops, digital cameras, and 

services, such as medical services and financial services (Ullah, 2017). Samsung 

was initially founded by Lee Byung-chul in 1938 in South Korea. It is known as the 

worldwide telecommunication manufacturer that exports many products especially 

mobile phones and gadgets, making their business into a multinational company 
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(Samsung, 2015) in (Djatmiko & Pradana, 2016). Contrary to its major opponent, 

Apple, Samsung Electronics produces smartphones that cater to different segments 

of the population. The smartphones currently offered by Samsung includes Galaxy 

S, Galaxy Note, Galaxy Fold, Galaxy A, Galaxy M, Galaxy J and Galaxy Fold 

(Samsung, 2019). 

Consumers these days rarely mind all of the products marketed by a single  

company. Theoretically speaking, consumers tend to only remember the products 

recently advertised by the company (Wright & Lynch, 1995) in Hubert et al., 2017) 

or the product that they recently used (Hoch & Deighton, 1989) in (Hubert et al., 

2017), and company flagship brand (John et al., 1998; Hubert et al., 2017). Flagship 

product is the product that consumer mostly relate to the company name and brand 

because it is usually seen as the pride of the company (John et al., 1998; Hubert et 

al., 2017). In Samsung Company, Samsung Galaxy Note Series and Samsung 

Galaxy S Series are released as the flagship of the company as these products 

incorporate the most recent sophisticated technology and innovation. 
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Figure 1.1 Smartphone Popular Brand Index Results in Indonesia in 2014 
Source: (W&S Market Research, 2014) 

According to W&S Market Research (2014), Indonesia’s smartphone 

market is dominated by Samsung with the highest Popular Brand Index (PBI) of 

51.6, as depicted in figure 1.1, due to high consumer brand awareness toward 

Samsung products. It can be concluded that Samsung possesses a high brand 

awareness because many people spontaneously recall Samsung as the first product 

that comes in their mind, when asked about smartphones (W&S Market Research, 

2014). Giving Samsung as the highest PBI compare to other smartphones especially 

apple with PBI 3.0, Samsung in Indonesia are also very popular brand that the gap 

between them are separated by 48.6 PBI. 
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Figure 1.2 Market Leaders of Smartphone in Indonesia 
Source: (International Data Corporation, 2018) 

A recent survey executed by IDC in 2018 indicates that Samsung stands as 

the market leader in Indonesia for two consecutive years even though there is a 

slight decrease in its market share. Samsung has managed to conquer 32% of the 

overall market share in 2017, beating competitors’ popular brands such as Xiaomi, 

Oppo, Apple. Yet, a 5% decrease in the Samsung market share in 2018 is occured 

when Xiaomi’s market share increased significantly by 22% and an increase of 

Vivo’s market share by 6% (IDC, 2018). The details regarding Samsung’s 2018 

performance are shown in figure 1.2. Moreover, in 2019 Samsung is no longer the 

top dog in market shares, as its position was replaced by the two Chinese brands, 

Oppo and Vivo (Investor Daily, 2019). Samsung’s market share dropped from 28% 

in 2018 to 19.4% in 2019 (Investor Daily, 2019). The decline in sales signals a huge 

problem in the brand loyalty of Samsung consumers. 



 

6 

 

Amongst the countries in the Asia Pacific region, Canalys (2019) 

highlighted that Indonesia spends the highest amount in Samsung market share at 

38 million dollars. Samsung reported its revenue in smartphone industry in 2017 at 

US$ 13.5 million or equal to Rp 190.9 trillion. Yet, the revenue of Samsung 

smartphones in 2018 dropped by 30% or equal to Rp 55 trillion compared to 2017, 

whereas there is a decrease in Samsung’s market share too figure 1.2 (Septalisma, 

2019). From this phenomenon, it can summarize that a company with a stable 

market share will influence the brand image of the products of that company which 

could be done through a good marketing strategy and continuous product 

development. (Homburg, Klarmann, and Schmitt, 2010) in (Edeling & Himme, 

2018). 

Samsung is perceived as a popular, highly reputable brand in Indonesia. 

This is shown through the data regarding Popular Brand Index in figure 1.1 and 

Samsung’s market share in figure 1.2. Both of the figures depicts that Samsung 

smartphones has an outstanding market share in Indonesia. When people perceive 

Samsung as a good brand, the brand attitude towards Samsung is positive. With 

increase in brand attitude it significantly impact the brand loyalty positively 

(Esmaeilpour & Abdolvand, 2016). Brand loyalty can affect the profitability of the 

business since the more consumer attaches to the brand which is measures as brand 

loyalty, the more profit the company will earn (Obasan et al., 2015). 

A brief understanding regarding brand attitude and brand loyalty is 

necessary before proceeding to the next step. Brand attitude is how consumers 

evaluate their perception towards a product or brand which will in turn cultivate 
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positive or negative emotions. It happens because consumers have their own needs 

and preferences to be satisfied, thus each individual might yield different product 

evaluation result (Solomon, 2014) in (Vidyanata & Hadiwidjojo, 2018). While 

brand loyalty can be defined as an individual’s biased favorable perception towards 

a particular product/brand, resulting in a recurring purchase from one brand instead 

of other alternative brands (He, Li, and Harris, 2012). 

Branding has been proven to be a significant attribute in building the 

awareness and identity towards a certain company/organization as the business 

reputation is mainly represented by their products and services. To survive and 

expand, one needs to compete with others and stand out in a crowded market 

(Bonnici, 2015). To achieve this, each brand could use differentiation strategy 

through optimizing the brand’s distinct visual image and marketing communication 

processes to establish a prestigious brand positioning, and gains the customer 

loyalty (Bonnici, 2015). The strengthening brand perception of Samsung are partly 

affected by the emerging image of South Korea. It could be observed through the 

highly regarded Korean image and the high acceptance level of Korean pop culture 

(Kpop, Kdrama, etc) in Indonesia (Jakarta Globe, 2018). According to LIPI (2018), 

the Korean dramas that have been aired since 2008 in popular Indonesian channel 

such as Indosiar, RCTI, Global TV. Since then they had captured many hearts of 

Indonesian people (LIPI 2018) in (Rastati, 2019). Through the distribution of 

Korean culture embedded through these channels, a huge portion of Indonesian 

people felt an emotional attachment, elevated perception towards South Korea. 

According to the CNN news, Kdrama, Kpop and Kfood has become a staple in the 
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young Indonesian’s entertainment (Rastati, 2019). Moreover, the increase in 

popularity of Korean Culture is also shown through the steep inclination of tourists 

who visited South Korea in the past few years: In 2008 Korean Tourism 

Organization (KTO) (2017) recorded 80,000 people visiting South Korea, while in 

2017 the number has grown to more than 230,00 people (Ika, 2018). This event 

implies the eagerness of Indonesian people in discovering more about Korean 

culture. 

Research has shown that country of origin (CoO) does play an important 

role in building a better brand perception and loyalty. This is mainly because when 

an MNC entered the global market, it is necessary to understand the consumer 

behavior of the targeted market to some extent in order to successfully penetrate 

the market (Esmailpour & Abovland, 2016). When the MNC deciphered which of 

the factors are of the highest level of significance, they could utilize it to maximize 

the brand attitude and brand loyalty of people towards Samsung. Thus, how the 

local Indonesian citizens think of South Korea as the country of origin of Samsung 

is important. This becomes an intangible obstacle for product and service 

manufacturing companies as they strive to produce in the lowest production cost 

region which are often associated by consumers as locations which produces cheap, 

low quality items. The obstacle is intensity is even higher when a brand tries to 

penetrate a new market (Bruwer et al.,2014) in (Esmaeilpour & Abdolvand, 2016). 

Brand loyalty can affect the profitability of the business since the more consumer 

attaches to the brand which is measures as brand loyalty, the more profit the 

company will earn (Obasan et al., 2015). Due to this, the researcher is about to 
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observe the impact of CoO to brand loyalty as the increment of smartphone users 

in Jakarta, Indonesia market (Lubis, 2018). 

Through the compiled data, the authors determined that the suitable subject 

of research is the Millennial (Generation Y) population living in Jakarta, the reasons 

will be further discussed below. The millennial generation mentioned above are 

defined as individuals who were born in the interval of time of 1977-2000 (Noble 

et al., 2009) in (Petra, 2016). Millennials are chosen due to its relevant 

characteristics: exposure to globalisation and the Internet Age (National 

Endowment for Financial Education, 2015) which leads to its tech savviness 

(Mangold & Smith, 2012). Millennials and technology has an undeniably strong 

connection, to the extent where they consider technology as a part of their life 

(Mangold & Smith, 2012) in (Petra, 2016). A recent survey by  Warden et al. (2017) 

also suggests that a high portion of the innovator or early adopter in technology are 

taken by millennials. According to WartaEkonomi (2019), Samsung smartphone in 

Indonesia is known as the millenials’ first smartphone choice compared to other 

brands. In addition, Pertiwi (2019) mentions that more than 50% of Samsung's 

premium smartphones, which are Samsung Galaxy S10 and S10 Plus, customer 

shares were purchased by Millennials. Moreover, Samsung currently just launched 

Samsung M10 series that were made in purpose to fulfill the needs of Indonesian 

millennials (Amanda, 2019). Thus, it can be concluded that Millennials possess a 

high level of enthusiasm to use new technologies and interfaces. This fact would 

also imply that the probability of owning a high-tech smartphone, including those 

produced by Samsung, will be higher compared to those of other generations, 
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making them the perfect research target. Whilst, Jakarta will be picked as the city 

of target as it is the capital city of Indonesia, where 90% of imported products are 

marketed in Jakarta (Haryanto, 2018). 

The research gap of this study will be explored through analyzing the 

differences between three previous studies held with similar variables, and subject 

of interest, in this context consumer electronics. Mangunson et al. (2011) believed 

that CI (Country of Origin Image) has a strong influence towards brand attitude of 

US citizens, however does not believe that it will lead to purchase intention. This 

is because when it was revealed that a brand is produced by a certain country instead 

of the country that the respondents believed to be, there is a highly significant shift 

in the brand attitude of customers. According to Mangunson et al. (2011) it 

happened because analyzing the intrinsic value of a product requires a difficult and 

lengthy process, thus the consumers tends to evaluate the product through shortcut 

by associating the CI to product quality. Similar to Mangunson, a research done by 

Al-Abdallah and Abo-Rumman (2013) signifies that, despite the fact that CI is still 

relevant to the brand image and brand loyalty towards mobile devices brand in 

Jordan, Al-Abdallah and Abo-Rumman (2013) believed that other factors such as: 

product attribute, pricing, intangibles (service), and customer benefit possesses 

greater impact in creating brand loyalty. They believed that the significance of CI 

has faded due to globalisation, the emergence of global supply chain. Another study 

done by Yasin, Noor, and Mohamad (2007) concludes that Country of Origin or 

Country Image has a direct positive correlation on brand loyalty as a component of 

Brand Equity, when tested on household electrical appliances (televisions, 
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refrigerators, air-conditioning). According to Yasin, Noor, and Mohamad (2007), 

consumers tend to develop stereotypes associating products originated from one 

country, causing CoO as an extrinsic cue to have a profound impact on one’s 

product evaluation. 

The three studies are comparable as they all used electrical items as the main 

object of study. Two of the three previously conducted studies discussed above by 

Mangunson et al. (2011) and Yasin, Noor, and Mohamad (2007) both agreed that 

CoO or also known as CI has a positive impact towards brand attitude. On the other 

hand, Al-Abdallah & Abo-Rumman (2013) shows that BL is proven to increase 

when CI increases, and CI still has significant affect towards BL even without any 

mediating variable. Despite having the same pathway, Mangunson et al (2011) 

research’ showed that brand attitude does not necessarily correlate with brand 

loyalty. Meanwhile, the research of Yasin, Noor, and Mohamad (2007) does show 

that positive brand attitude leads to brand loyalty. Therefore, due to the contrasting 

perspectives offered by each study, the authors chose to further explore the 

relationship of these 3 variables on Jakarta’s millennial society. 

The empirical gap will be explored in 2 studies, the first was conducted by 

Jing, Pitsaphol, and Shabbir (2014) in order to discover the relationship of brand 

equity (brand image, and perceived quality) dimensions of Samsung Brand in 

Thailand. The results suggest that brand image is the most significant element in 

building consumers’ brand loyalty. When both brand image and perceived quality 

are bridged by CoO as a mediating variable, the brand loyalty will be further 

enhanced. On the other hand, study II was conducted by Ardyan, et al. (2016) in 
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order to discover the connection between brand experience and brand loyalty of 

Samsung smartphones through the mediation of brand trust and emotional 

attachment. Brand experience is proven to influence positive brand trust and 

emotional attachment, this causes positively improving brand loyalty as the 

dependent variable as well. Thus, it shows us that the experience of Samsung 

smartphones users will not directly create their loyalty toward Samsung brand, it 

will have to posit first emotional attachment and followed by brand trust. It can be 

concluded that the way people perceive Samsung’s CoO differ per area, yielding 

different levels of brand loyalty. As Samsung is the market leader in Indonesia in 

terms of smartphones (IDC, 2018), the authors are eager to use Samsung 

smartphones as the subject to identify the correlation between the CoO to brand 

loyalty through brand attitude. The authors will also explore the extent to which 

one variable affects another using the appropriate statistical methods. 

 

1.2 Problem Statements and Research Questions 

Nowadays, smartphones are believed to be an essential need to lead a more 

productive life. The increase in the numbers of company producing smartphones 

provides large number of smartphone brand choices for the consumers. Hence, the 

entrance of new smartphone brands from China such as Oppo, Vivo, and Huawei 

will challenge the existence of Samsung, one of market leader in smartphone 

industry, in Indonesia. In this study, researchers aim to determine the factors 

influencing customer loyalty toward Samsung smartphones to preserve its loyal 

customers. The research questions of this research study are: 
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1. Does Country of Origin factors such as Cultural Assets has a positive and 

significant impact on Brand Attitude of Samsung smartphones for 

Millennial Generation in Jakarta, Indonesia? 

2. Does Country of Origin factors such as Fashion Equity has a positive and 

significant impact on Brand Attitude of Samsung smartphones for 

Millennial Generation in Jakarta, Indonesia? 

3. Does Country of Origin factors such as Technology Advancement has a 

positive and significant impact on Brand Attitude of Samsung 

smartphones for Millennial Generation in Jakarta, Indonesia? 

4. Does Brand Attitude have a positive and significant impact on Brand 

Loyalty of Samsung smartphones for Millennial Generation in Jakarta, 

Indonesia? 

 

 

1.3 Purpose of Study 

The purposes of this research study are: 

1. To determine whether Cultural Assets as one of the Country of Origin 

factors has a positive and significant impact on Brand Attitude towards 

Samsung smartphones for Millennial Generation in Jakarta, Indonesia. 

2. To determine whether Fashion Equity as one of the Country of Origin 

factors has a positive and significant impact on Brand Attitude toward 

Samsung smartphones for Millennial Generation in Jakarta, Indonesia. 

3. To determine whether Country of Origin factors such as Technology 
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Advancement has a positive and significant impact on Brand Attitude 

towards Samsung smartphones for Millennial Generation in Jakarta, 

Indonesia. 

4. To determine whether Brand Attitude has a positive and significant 

impact on Brand Loyalty towards Samsung smartphones for Millennial 

Generation in Jakarta, Indonesia. 

 

1.4 Research Benefits 

The benefits from conducting this research study are: 

1. In consumer’s perspective, this research study can be a source of 

information for Samsung users in understanding some factors (country 

of origin) that have power to influence their attitude to Samsung 

smartphones hence will create loyalty toward the brand. 

2. In the company’s perspective, this research study can be a reference for 

Samsung, as a smartphone market leader, to produce better smartphone 

quality that will satisfy the needs of consumers in the Indonesia market, 

thus the positive brand attitude toward Samsung smartphones from 

consumers can result in brand loyalty. 

3. For future market development, this research study can be considered as 

a source for Samsung management team in decision-making processes 

and business development strategy to maintain their existence in the 

global market, specifically in Indonesia, hence Samsung will be able to 

survive in current and future smartphone industry competition. 



 

15 

 

4. For Indonesians who never use Samsung smartphones, this research 

provides insight to help them in building positive attitudes toward the 

quality of Samsung smartphones today, hence there would be a chance 

for them to switch from another smartphone brand to Samsung 

smartphones. 

 

1.5 Research Contribution 

1. Theoretical contribution, this research study is expected to be useful in 

the educational sector as it will help the readers in understanding the 

importance of country of origin factors (cultural assets, fashion equity, 

technological advancement) in building customers’ brand loyalty 

through brand attitude variable. Besides, researchers can also implement 

the theories of marketing studies that are obtained in classes. 

2. Contribution practical, the results of this research study can be inputs for 

the company as in two matters: 

a. The research results can be used as references for the company in 

developing the values of cultural assets, fashion equity, and 

technological advancement factors so the goals of the company can 

be maximized. 

b. The research results can be implemented as information for the 

company to analyze Indonesia market demand and to set further 

marketing strategy for business expansion hence brand attitude and 

brand loyalty can be maintained. 
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1.6 Research Outline 

This research paper is written systematically through five main chapters 

where every chapter has sub-chapters to provide deeper explanation. The details of 

each chapter is explained below 

CHAPTER I: INTRODUCTION 

The first chapter consists of research background, problem statements and research 

questions, purpose of study, research benefits, research contributions and research 

outline. In this chapter, researchers aim to tell the readers the motive of conducting 

this research topic that will be supported by several data and diagrams. 

CHAPTER II: LITERATURE REVIEW 

The second chapter consists of various literature review and theoretical framework 

which divided into eight main parts which are:  global marketing, consumer 

behavior theory, branding theory, brand loyalty, brand attitude, country of origin 

factors, previous research, and theoretical framework & hypothesis. At this chapter, 

researchers explain theoretical foundations that support the variables in this 

research study and the data of the previous researches that have correlations. 

CHAPTER III: RESEARCH METHOD 

The third chapter deals with the applied methodology in collecting data. This 

chapter has eleven main parts which are: research object, unit analysis, type of 

research, variable measurement, measurement scale, method of data collection, 
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questionnaire creation technique, sample design, data analysis, descriptive 

statistics, inferential statistics, and partial least square. In this chapter, researchers 

will not only determine how they will obtain data for the research analysis, but it is 

also explained the theory of the chosen methodology tools. 

CHAPTER IV: RESULT & DISCUSSION 

The fourth chapter contains questionnaire data that have been generated with 

statistical software, which are: pre-test, respondents’ profile, descriptive statistics 

analysis, inferential statistics analysis, and discussion. In this chapter, researchers 

aim to give report the results of the questionnaires that already answered by the 

respondents, also researchers will give explanation based on the obtained data in 

the discussion section. 

 

CHAPTER V: CONCLUSION 

The fifth chapter contains conclusions, managerial implications, research 

limitations, and further suggestions. Researchers at this chapter are not only restate 

or summarize the research results, but they are also responsible to give suggestions 

and recommendations to all parties that are involved in this research directly and 

indirectly. 

 


