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ABSTRACT
This research analyzes country of origin and online promo-
tional strategy in cross-border e-business of consumer pro-
ducts. This research reveals the network of products involved
in online promotions in cross-border e-business markets, based
on country of origin, promotional strategies, cultural differ-
ences, and product attributes. The relationship between sales
performance of online promotions and similarities of products
is analyzed based on the Moran and Geary indices. The quality
management of cross-border e-business is further studied
based on research of consumer behavior. This research offers
support to further discussions about quality management
based on an analysis of consumer behavior in cross-border
e-business markets.
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I. Introduction

The development of cross-border e-business can benefit cross-border trading
companies. Cross-border e-business encourages companies to export and
promotes internationalization. Cross-border e-business facilitates informa-
tion flow across different markets and helps companies realize opportunities
by launching more diversified and individualized products (Meng and Liu
2013). Cross-border e-business overcomes the problems of geographic dis-
tance and can be less expensive than having a physical presence in a country.
Thus, the country of origin is important to international e-business in
operations with online customers in target countries (Mahmood, Bagchi,
and Ford 2004). The facilitated environment for cross-border e-business
further increases exports by upgrading both regulatory policies and the
trade network’s management information system (Wilson, Mann, and
Otsuki 2003). Contextual marketing, which offers customers product
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information in real time, induces site loyalty and encourages repeated site
visits. The focus on the needs of customers in the context of e-business is
important for contextual marketing (Luo and Seyedian 2003). Online promo-
tions can be attractive to customers by offering cost-saving services in real
time.

Research into the country of origin in the online promotions of cross-
border e-business is important for the global expansion of cross-border
e-business companies. The country-of-origin effect can be further studied
in understanding consumer behavior in online sales promotions in cross-
border e-business markets. This research analyzes the role country of origin
plays in the performance of promotional strategies by revealing the complex
network of items involved in the online sales process. The Moran and Geary
indices are applied to reveal the relationship between cultural distance, online
promotional strategy, and outcomes of the pre-ordered sales. This study
contributes to research on country-of-origin effects in online promotions in
cross-border e-business markets and the quality management and control in
future cross-border online sales activities. This research helps global com-
pany managers and decision makers in their future management of cross-
border e-business and offers support to discussions about quality manage-
ment of cross-border e-business based on an analysis of consumer behavior.

II. Literature review

Online promotional strategy and cross-border e-business

Information shared and transferred via the Internet offers important benefits
to consumers in cross-border e-business and also has an important effect on
consumer behavior when making purchasing decisions for online products.
Petersen, Welch, and Liesch (2002) pointed out that the Internet can have a
positive effect in lowering operation costs and expanding the accessibility of
information to companies. The Internet can help companies make efficient
foreign market expansions based on international transactional efficiency,
experiential learning, and reduced sunk costs. Rhee (2005) further stated that
the Internet plays an important role in the international expansion of compa-
nies. In the Internet era, information is perceived as a resource that generates
value by sharing. The network effect of information sharing can offer signifi-
cant value to companies following Metcalfe’s law. Companies involved in
cross-border e-business with a good absorptive capacity can take advantage
of this learning effect. Therefore, the facilitation of cross-border e-business and
the integration of operation systems make companies more efficient in export
trade activities and also save time and costs for consumers during online
shopping activities. The information involved in online promotion can offer
further support to consumer decisions by transferring information online.
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Zhang and Wedel (2009) also claimed that customized promotion results in a
higher level of profit. Overall, promotional strategies and attributes of products
are important information that can influence the decisions of e-business
consumers.

Country-of-origin effect and cross-border e-business

The country of origin plays an important role in the expansion of the
global market and offers support to consumer decisions in terms of cross-
border buying behavior. Pharr (2005) claimed that the country-of-origin
effect has an important value for the purchasing decisions of consumers in
the global market. The constructs of country of origin have effects on the
equity of global brands and influence product choice in consumer beha-
vior. Rust and Lemon (2001) suggest that e-self-services deliver a cost-
saving service to online customers and may also have an influence on the
value equity offered in the online shopping experience. In addition, the
brand equity of online sales activities can be forwarded by real-time
interactions and communications. Thus, online promotion can offer cus-
tomers services with value and brand equity developed by real-time com-
munication, and the country-of-origin effect is important to consumers in
evaluating the values and brand equity of global products online. Kohli,
Devaraj, and Mahmood (2004) have found that cost-saving and time-
saving services made available through the Internet mediate the decisions
of online customers and lead to a higher level of customer satisfaction.
There can also be information asymmetry in cross-border e-business
markets, and the purchasing decisions of global consumers can be depen-
dent on further support of information flow. The country of origin in
cross-border e-business markets can be an important factor affecting the
decision making of global consumers. Therefore, the country-of-origin
effect offers support to consumer decisions in the expansion of global
products in cross-border e-business markets. Sharma (2005) reported
that the support of e-business can be helpful to export management
companies in the delivery of export services, product portfolio, global
market coverage, and the improvement of efficiency and effectiveness. Su
(2007) argued that consumers rationally choose a set of fixed alternatives
that maximize utility, and that brand equity, as well as price, can be
important to the online shopping behavior of customers. Cenfetelli,
Benbasat, and Al-Natour (2008) found that supporting services as an
external stimulation can be important for customer satisfaction. Pre-order-
ing services with promotional activities can be helpful to develop customer
perception of online sales. Therefore, the country-of-origin effect is an
important factor in the decisions of consumers in cross-border e-business
markets.
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Cultural distance and cross-border e-business

In purchasing decisions of consumers in cross-border e-business markets, the
cultural distance between the country of origin and the sales market is also
important to consumer behavior in cross-border online consumptions.
Cultural distance is important to the location and performance of global
expansion. Tang (2012) claimed that differences in individualism between
two countries encourage expansion across the countries, while differences in
power distance discourage it. Zeng et al. (2013) stated that a subsequent
expansion located in a country culturally similar to the home country of a
multinational enterprise (MNE) benefits from the MNE’s prior double-prox-
imate experience. Furthermore, Yetim (2003) pointed out that life satisfac-
tion is positively correlated with individualism, self-esteem, and mastery, and
is negatively correlated with collectivism. Therefore, the satisfaction of con-
sumers in host countries is also associated with the cultural distances across
different countries. Furthermore, Chan and Swatman (2000) claimed that
cultural factors are important to online marketing. Kogut and Singh (1988)
stated that cultural distance can be measured on the basis of Hofstede’s
cultural dimensions. Eid, Elbeltagi, and Zairi (2006) argued that entry to a
new country in the international Internet market can be influenced by the
presence of different cultures companies can offer. Furthermore, Lee et al.
(2007) believed that the culture factor can be important to both consumer
perceptions and consumer decisions regarding the adoption of technology. In
addition, the culture/technology fit has an effect on perceptions of the mobile
Internet. Cyr (2008) also pointed out that culture has an effect on the
e-loyalty of customers across different countries. Therefore, cultural distance
is important to the country-of-origin effect in online promotions in cross-
border e-business markets.

III. Research method

This research analyzes the country of origin, cultural distance, and promo-
tional strategy in the sales of cross-border e-business by studying Chinese
customers in the online sales promotion of food product categories. These
food product categories are an important part of the retail business in online
business activities and are offered with promotions. The price information of
105 sample items was obtained from the listed online pre-ordering prices.
The package information of the items includes per-unit weight in grams and
the number of units sold in the package. The promotional information
includes coupons given online to the consumers and the discounts given to
the final payment. The food product categories include snacks, fast food,
food, milk, beverages, candies, and sauces. The countries and districts of
origin include Australia, Denmark, Germany, Hong Kong, Italy, Japan, New
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Zealand, Singapore, South Korea, Spain, Taiwan, Thailand, the UK, and the
US. The food product categories and country of origins are represented by
binary variables. The cultural distances between China and countries of
origin are measured based on Hofstede’s cultural dimensions.

The two-mode network of retailing food products involved in online
promotions in cross-border e-business markets is revealed based on the
country and district of origin, cultural distances, online promotional strate-
gies, and the product attributes, which include product categories, price, and
package information. The interconnection of products in the network is
further measured by binary distance based on country and district of origin,
cultural distances, online promotional strategies, and the product attributes.
The cultural distances and variables of promotional strategies are trans-
formed to binary variables by the threshold of the median. The Moran
index and Geary index are applied to further test the relationship between
closeness of items and the outcome of pre-ordering online sales performance
based on cultural distance, online promotional strategy, and product attri-
bute. The closeness of items is measured based on the similarities of the
products. The Moran index and Geary paired comparison index are used to
further analyze the relationship between the country network structure and
the export competitiveness of emerging markets.

IV. Results

Figure 1 presents the two-mode network of items involved in the online sales
promotion based on cultural distances, online promotional strategy, and product
attributes. It shows that items with a higher level of cultural distance are offered at

Figure 1. The two-mode network of items involved in online promotion.
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lower prices with lower discounts. These items are sold in smaller packages with a
larger number of units per package. Items with lower cultural distances are offered
with higher discounts, more coupons, and are packaged in larger quantities.
Furthermore, cookies, snacks, beverages, and fast food are primarily offered in
smaller packages and sold in Thailand, Japan, Singapore, Germany, the UK, and
the US. Candies and sauces are primarily offered by South Korea, Taiwan, Hong
Kong, Italy, and Spain. In addition,milk powders are primarily offered byAustralia
in larger packages with a smaller number of units. Figure 2 shows the islands of
attributes in the network. It is clear that attributes of items sold in fewer packages
with larger units are associated with higher cultural distance. We can also see that
lower prices are associated with lower discounts, while higher prices are associated
with more discounts.

In summary, items sold by countries and districts with higher cultural
distances are primarily offered in lower weighted units, but with a larger
number of units in the promotional packages. These items are offered at
lower prices, with lower discounts, such as nuts from the US. Items sold
by countries and districts with lower cultural distances include sauces
and jams from South Korea, and can be promoted online due to their
appeal of being imported. In addition, items sold in lower-weight
packages can take advantage of this packaging to enable consumers to
test the products, such as durian snacks from Thailand and cookies from
Japan. These items are sold at higher prices with more coupon offers and
higher discounts, and the packages are better promoted. On the other
hand, milk products from Australia are sold in higher-weight but less-
packaged units.

Furthermore, it is suggested that quality management in the packaging
of online products is important in cross-border e-business markets.

Figure 2. Islands of attributes in the complex network of online promotion for food items.
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Consumers are attracted by promotions with fewer packages but with
more units during online consumption of products with a higher cul-
tural distance. In addition, quality management of the packages with a
higher number of units is important to online consumption in cross-
border e-business markets. Moreover, online consumers are more likely
to be attracted by more substantial discounts associated with higher-
valued products. It is suggested that the quality management of higher-
valued items in online promotion is important to consumers in cross-
border e-business markets.

Table 1 shows the results of the Moran index and Geary index in tests
of the relationship between pre-ordering, performance, and item close-
ness. It is found that the autocorrelation between the closeness matrix of
items and the pre-ordering performance in the online promotion by the
Moran index test is 0.033, which is between 0 and 1, at a significance
level of p < 0.01. Therefore, the closeness of items, based on country of
origin, cultural distance, promotional strategy, and product attribute, has
a positive relationship with pre-ordering performance of online sales. It
is also found that the autocorrelation between closeness of items
involved in the online promotion and the pre-ordering performance by
the Geary index test is 0.958, which is between 0 and 1, at a significance
level of p < 0.05. This data further support that the closeness of items in
the network, which is constructed by country of origin, cultural distance,
promotional strategy, and product attribute in the online promotion, has
a positive relationship with pre-ordering performance.

V. Conclusion

The development of cross-border business has encouraged companies to become
more involved in global markets. The country-of-origin effect is important for
the further expansion of Chinese companies involved in cross-border e-business.
This research reveals the effect of country of origin in the online promotions of
cross-border e-business by studying the online promotion of retail food products
in cross-border e-business markets. The two-mode network of products involved
in online promotions in cross-border e-business markets is revealed, based on
country of origin, cultural distance, promotional strategy, and product attribute.
It is found that items from countries and districts with a higher cultural distance

Table 1. Moran index and Geary index in test of relationship between
pre-ordering sale performance and item closeness.
Method Moran Geary

Permutations 1000 1000
Random Seed 686 803
Autocorrelation 0.033 0.958
Significance 0.00 0.03
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are offered at lower prices and lower discounts, and it is possible for these
products to further improve their market entry through online promotion. It is
also found that items from countries and districts with a lower cultural distance
are primarily sauces and jams, which are sold by countries and districts with
similar cultures. It is further found from the islands of the attributes in the
network that food items with a higher cultural distance are offered in promo-
tions with fewer packages but with more units.

Furthermore, this research finds that snack foods, beverages, and fast foods
are sold in packages of lower weight, by countries with a culture in favor of
retailing foods. It is also found that milk powders are primarily sold in packages
of higher weight by countries with a culture of higher milk consumption and
production. In addition, items sold in higher-priced units are also offered in
conjunction with higher discounts or coupons for better promotions. It is
further found from the islands of the attributes in the network that lower pricing
is associated with a lower discount, while higher pricing is associated with a
higher discount. Thus, larger discounts in cross-border e-business promotions
are applied to higher-priced food items, addressing the concerns of price-
sensitive customers in cross-border e-business markets.

From the findings of this research, it is suggested that the qualitymanagement of
packaging in online promotions is important to consumers in cross-border e-busi-
ness markets. Furthermore, it is suggested that quality management of higher-
valued products with larger discounts is also important to online consumers in
cross-border e-business markets. This research further finds that the closeness of
items based on country of origin, cultural distance, promotion strategy, and
product attributes has a positive relationship with pre-ordering sales performance
based on the Moran index and Geary index. The findings of this research can be
helpful to global managers and decision makers in further understanding con-
sumer behavior in cross-border e-business markets and offers support for quality
management of cross-border e-business through consumer behavioral analysis.
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