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Abstract: This study investigates how a country’s promotion of its culture affects another
country’s consumption patterns. We collected primary data from Malaysians about
their exposure to Korean drama and consumption of Korean cosmetics in order to test
whether the imaging of Korean cultural richness through the international marketing
strategy termed Hallyu (entailing the use of Korean TV drama to image South Korea as
a celebrated country) instigates conspicuous consumption in Malaysia. Respondents with
higher levels of education but lower income watched Korean drama more intensively, and
the intensity of watching Korean drama was positively associated with the consumption
of Korean cosmetics. Our results highlight the ability to affect trade between countries by
advertising through mass culture and exploiting the need for conspicuous consumption by
those individuals experiencing perceived relative deprivation

Keywords: Culture-Based Development, trade, Veblen, relative income

JEL Classification Codes: 710,712, D12, D91, R10

Conspicuous consumption could be a key motivating factor to demand imported goods.
When imports of entertainment manifest themselves as linchpins in everyday conversation
and when knowledge of the most up-to-date developments of that entertainment is crucial
in informing peers about an individual’s engagement with that entertainment, it becomes
necessary to be conspicuous about entertainment viewing habits and display cultural
engagement signals that positively affect an individual’s relative position in society. Veblen’s
(1899) argument that individuals need to actively display their wealth in order to gain
status applies equally well to physical and cultural wealth; the aim of this study is to explore
the intricate nature of this mechanism by examining the interaction between culture,
psychological mechanisms, and the decision to purchase an import.

Entertainment, cultural emulation, and consumption patterns are inextricably linked
(Veblen 1899; Scitovsky 1976; Bourdieu 1986), and capturing these interlinkages is crucial for
understanding the socio-economic environment. Culture is difficult to define, its economic
impact is difficult to measure (Pratt 1997), and no one conception of culture is likely to be
fully appropriate (Duncan and Duncan, 2004), even though culture does matter for all socio-
economic processes (Sahlins and Service 1960; Mayhew 1987; Tool 1990; Galbraith 1992;
Jennings and Waller 1995; Waller 2003; Guiso, Sapienza, and Zingales 2006; Fernandez
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2011; Alesina and Giuliano 2015).! We will use here the Culture-Based Development
paradigm and its definition for culture as: “the ruling group of attitudes belonging to a
critical mass of residents—typically the majority of the population in a locality” (Tubadiji
2012 and 2013).? From this vantage point, the current study investigates the effects of the
aggressive promotion of South Korean mass culture in Malaysia (Dator and Seo 2008; Huat
and Iwabuchi 2008) on Malaysians’ perceptions of the richness of Korean society and their
consumption patterns. Hallyu® (sometimes referred to as the “Korean Wave”) is a term used to
denote a complex marketing tool combining a range of cultural items that are communicated
by Korea in international markets (Segers 2000). Hallyu has maneuvered Korean drama and
mass culture (which Koreans themselves value higher than foreign culture, see Moon et al.
2015) into a fashionable brand of entertainment among the young generation in Malaysia.
Korean drama exports were worth $250 million in 2018, with most trade going to Asia
(70%) and the remaining going to the United States.* South Korean is among the top ten
global beauty markets and was worth more than US$13 billion in 2017 (Mintel 2017).
Malaysia is the second largest purchasing power territory in Asia with a population over 32.4
million, of which about 78% belong to the middle and upper classes (Cosmetic Observatory
of Malaysia 2021) who are also opulently concerned with their well-being and appearances.
Six percent (US$ 63.2m) of Malaysia’s imports of beauty and skin care products in 2015
came from South Korea and this has been increasing at a rate of 1 percent per annum since
2013 (U.S. International Trade Administration 2016), but this steady growth is puzzling
as there appears to be no product characteristics that directly justify its expansion. And
further puzzles accompany this claim. For instance, Japan, which is arguably a very affluent
country and a recognized world leader in cosmetics, does not enjoy the same success in the
Malaysian market as Korea (Malaysia Cosmetic Observatory 2021). This is surprising from
a trade theory perspective, as Japan is geographically proximate to Malaysia, and yet Japan
does not rank among the top three countries shipping cosmetics into Malaysia, while South
Korea does. South Korea’s history in cosmetics has been ahead of China and Japan, and
some advertisements of Korean cosmetics build on this cultural persistence and insist on
the qualitative differences between European (more aggressive) and South Korean (more
natural and youth highlighting) styles (see Menon 2019). This study assesses whether there
is an indirect association between the exposure to Korean drama and consumers’ tastes in
Malaysia which creates a conspicuous consumption mechanism through art-based marketing
intervention. If this is the case, this takes the link between marketing and conspicuous
consumption to a whole new level of an intentional instrumental relationship, previously
noted by David Hamilton (1989) as an unintended or neglected consequence. Moreover,
if there is credence in the intentional use of culture in marketing to create conspicuous
consumption and boost sales, it becomes paramount to understand which consumers are
exploited most by it. Our study answers these questions. Future comparisons between

! From an empirical standpoint, not including culture in an economic choice model will always lead to
under-specification of the model due to omitted variable bias (Tubadji 2014).

% Alternative definitions of culture with similar essence are available in Rose (2018) or for earlier compatible
evolutionary economics definitions by Ayres and Neale, see Tool (1988).

3 Hallyu began with the release of “Winter Sonata” by the Korean Broadcasting System in 2002 (Han and
Lee 2008) and expanded to include television drama, variety shows, Korean-pop music, movies, fashion, and trends
promoted by Korean celebrities. Ng and Chan (2019) also report an effect of Hallyu on tourism.

* Meanwhile, the exchange rate between 2013 and 2021 has fluctuated up and down, but if anything it
has fallen from 1:374 to 1:280 (Malaysia:South Korea) over the period 2013-2021. Despite this, our respondents
kept self-reportedly perceiving South Korea as a more affluent place. In our interpretation, this is an anecdotal
demonstration that social construction of value is not entirely driven by price and monetary factors.



Mass Culture, Imports and Conspicuous Consumption 137

the international effects of Japanese and Chinese traditional and current prestige and the
prestige of the Korean cosmetic industry on the Malaysian consumer merit future research.

Paola Manzini and Marco Mariotti (2016) show theoretically that prominent product
characteristics could lead consumers to choose inferior alternatives, especially when they
are associated with salient positive externalities. We build on Manzini and Mariotti’s (2016)
work by assuming that the positive externality could be a source of prestige that can be
displayed to others. Exports of entertainment that highlight Korean mass culture and project
an image of richness and superiority of the Korean lifestyle may strengthen the impression
that a positive spillover is bestowed on an individual’s prestige when they consume Korean
products. Our entire estimation strategy demonstrates that the Veblenian conspicuous
consumption mechanism can be identified as crucial for model specification, and therefore
standard neoclassical modelling leads to serious model under-specification.

Operationalizing an empirical investigation that ascertains whether watching Korean
drama enhances the likelihood of consuming Korean cosmetics for conspicuous consumption
motives is not without difficulties. In addition to parameterizing a model that assesses the
association between the propensity to watch Korean drama and the probability of purchasing
Korean cosmetic goods, we need to underpin this association with a selection model whereby
only an individual who is concerned with prestige-related conspicuous consumption is
more likely to watch Korean drama. An appropriate empirical modelling solution to this
estimation challenge is to combine standard regressions with a Heckman selection model,
and we operationalize the model using primary data collected specifically for this purpose.
We collected data on a sample of 252 (predominantly female) Malaysian consumers using
a survey that contained questions about their intensity of exposure to Korean drama,
preferences about Korean cosmetics, perceptions of Korean lifestyle, and self-perceptions
about their own life satisfaction, happiness, and relative socio-economic positioning.’

The results suggest that Malaysians perceive Korean lifestyle to be culturally richer than
in Malaysia, which encourages them to consume Korean goods as this conveys perceptions of
prestige. Respondents with higher levels of education and lower wages watched more Korean
drama, and their intensity of watching Korean drama was positively associated with their
consumption of Korean cosmetics. Although respondents generally did not view Korean
society as being culturally richer or more affluent than in Malaysia, they did view it as more
financially prosperous, and hence the consumption of Korean cosmetics is a conspicuous
consumption that is more likely to be motivated by relative income than the search for moral
prestige.

In addition to being the first academic study to illustrate the effect of Hallyu on
conspicuous consumption, this article emphasizes that the international transfer of tastes
and cultural norms can enhance foreign trade even when products do not have a quality
advantage and that the promotion of mass culture can create a positive spillover in the
form of additional social status. These findings corroborate the Culture-Based Development
(CBD) concept (Tubadji 2012 and 2013) which extends the understanding that culture
affects economic outcomes (a stand maintained by many institutional and evolutionary

> The sample was collected following a digital form of snowball sampling. The first five respondents were
contacted directly by the research team with the request to pass the link for the questionnaire to their friends,
with a similar request for the friends. Thus, we accumulated a sample influenced by networks shaped by proximity
and friendship, and therefore we expect some correlation in the error terms. However, we would not expect the
responses to these questions to be particularly sensitive to the data generation process. Although the sample is
not necessarily representative, the number of observations is sufficient for internal validity of the findings after
controlling for pre-selection bias.
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contributions, such as Sahlins and Service 1960; Mayhew 1987; Tool 1990; Galbraith 1992;
Jennings and Waller 1995; and Waller 2003). Yet, CBD brings the synthesis regarding the
impact of culture a step further by positing that culture is not only historically inherited (i.e.,
affected by cultural heritage) but is also endogenously man-made in the current moment (i.e.,
affected by living culture) and, in line with Pierre Bourdieu (1979), its valuation and impact
on social closure varies across these two types in an important manner (see Tubadji 2012 and
2013; and Tubadji et al. 2022).

The next section reviews the literature on consumption, value, and price through social
and cultural origins, and clarifies the CBD model linking mass culture with conspicuous
consumption. The following two sections describe respectively the primary dataset and the
estimation strategy. The pre-last section summarizes the results and analytical interpretations
and the paper ends with a concluding section.

Consumption and Value

The mainstream economics perception is that the price of a product reflects its market value
(Mankiw 2011) where this monetary value is determined by production costs, productive
efficiency, and objective product characteristics (Lancaster 1966). The classical paradigm
is that higher price signifies higher product quality and reflects its success in responding
to consumer needs (Chi, Yeh and Huang 2009 Tariq et al. 2013), but it does not illustrate
the variation in utility that each individual might receive from the good or the differences
across individuals’ willingness to pay for the product (Seton 1957). One way to explore the
consumer valuation of a product beyond the observable equilibrium price is to employ a
willingness-to-pay approach using survey data (see, for example, Throsby 1984 and Snowball
2008). The reliance on self-reported pricing data is increasing in traction as a valid research
approach.

The valuation of product characteristics differs according to the consumers’ needs and
their socio-economic and demographic characteristics, such as age (Abdu Gianie 2013) and
income (Chen and Seock 2014). Individual lifestyle also predicts buying behavior, with a
consumer who has a habit of using beauty products being more willing to purchase them at
a higher price or purchase more types of beauty products and being more demanding about
objective product characteristics (Abdu Gianie 2013). Lifestyles are products of a complex
social construction (Bourdieu 1979). Linda McDowell (1997) argues that the economy
and society has evolved such that the postindustrial middle class has cultural capital and
middleclass values of the established bourgeoisie but did not attend elite universities or read
established degree subjects. This new middleclass became the mass elite and formed mass
audiences for mutually recognized high cultural objects, including films and television (Lash
1990).

The literature reveals further intricacies of the pricing mechanism, such as the saliency
of branding as a factor for consumers’ emotional engagement (Erics et al. 2012; Gogoi
2013; Tih and Lee 2013; Dursun et al. 2011).” Branding is a link between the objective

¢ Economic psychology presents the anchoring effect, where setting first a high price and then moving to a
lower price for a product can lead to very different consumer behavior than if a pricing strategy moves from a low
to a high price (Sitzia and Zizzo 2012).

7 Another dimension of product characteristics, but this time entirely dependent on the subjective valuation
function, is known as the “perceived price,” which is the assessment of worth of the product by consumers (Hellier
et al. 2003). It does not reflect the price paid, cost, or ease of acquiring the product (Khare, Achtana, Khattar 2014)
but does reflect what consumers consider a reasonable price given the quality of the product. Rao and Monroe
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and subjective functions of consumer choice and plays a prominent role in creating loyal
consumers and retaining companies’ market share (Arslan and Altuna 2010; Irshad 2012).

Based on the above, it is clear that any analysis of product valuation should account
for both the relative importance of objective product characteristics and consumer-specific
subjective valuations after controlling for demographic market segmentation. Yet, subjective
valuations are intricate and strongly influenced by social factors that vary by location, culture,
and exposure to shaping factors such as advertisement.

Social Factors Governing Consumption

Social factors influence consumption patterns and are a vector of socially constructed
conditions that reflect subjective valuations of a product beyond its production cost. Classical
Veblenian scholars (Veblen 1899; Hamilton 1973; Trigg 2001) and various studies from
related disciplines (Thegersen and Zhou 2012; Wilkinson and Klaes 2012) find that people
seek social approval before purchasing a new product.

The study of social factors in pricing and choice has been advanced in the realms
of willingness-to-pay surveys (McFadden 1997), contingent valuation methods (Snowball
2008), and hedonic models (Palmquist 1984). Hedonic price models can reveal the impacts
of context and space within a classical econometric setting, since they focus on the empirical
exploration of consumers’ utility functions and their determinants rather than imposing a
fixed set of components. This more open exploration of consumer motivations sanctions
estimations of the prominence of social factors in determining choice (Orford 2000).

Individual perceptions of product value operate within powerful and multifaceted
social confines. Here we focus on one classic example of social influence suggested by Veblen
(1899), where the consumption and valuation of products are driven by social perceptions
of prestige and richness or relatedness to one’s reference group(s).® Veblen suggested that
conspicuous consumption is associated with higher product prices because the higher price
provides more salient markers of affluence (Veblen 1899), which unlocks the possibility that
a product’s market price is an endogenous consumption factor. In this sense, Veblenian
goods can be understood from Manzini and Mariotti’s (2016) perspective, as products that
yield utility both through their direct product characteristics and through their indirect
spillovers in the forms of social recognition and prestige.

Consumption of cultural goods is claimed to be a powerful illustration of social forces.
According to Pierre Bourdieu (1986), culture influences people’s thoughts and tastes and
people associate with the culture of the society to which they belong. Belonging to a society
or a group manifests itself through the consumption of its culturally valued goods, which
ensures the transmission of cultural capital across generations and determines how our
society perceives us.

Conspicuous consumption can be understood better when Veblen’s work is read
through the lens of Bourdieu’s notions of social construct and distinction (Trigg 2001).
Bourdieu interprets the consumption of certain goods as a source of distinction based on
cultural capital, such as valuing a particular language/dialect based on class belonging. Veblen

(1988) found that perceived price is one of the strongest indications of perceived product quality.

8 Hyman (1942) defines the term “reference group” as “a person or a group of persons [who] significantly
influences an individual’s behavior.” A reference group is the group that an individual aspires to belong to by
mimicking the consumption behavior of the individuals in that group. While many would agree about the relevance
of this term in its essence for the core of Veblen’s ideas regarding conspicuous consumption, this term has been
insufficiently used to link Veblen’s idea of reference group to the neoclassical application and improvement that it
implies (see Oh, Park, and Bowles 2012 for a rare exception).



740 Annie Tubadji, Ruxiang Wee, and Don J. Webber

adopted the same reasoning by claiming conspicuous consumption is driven by “knowledge”
(Veblen 1899, 45), whereas Bourdieu calls it “habitus” (i.e., the knowledge of a certain field
of social life that one has inherited as cultural capital from one’s parents’ experience in this
field of social life). According to both Veblen and Bourdieu, this “knowledge” embodies a
socially constructed value that is dissociated from direct objective merit and is bestowed
entirely based on social valuation of the culture and knowledge typical of a particular social
group (Trigg 2001).

Here we interpret Bourdieu’s (1986) cultural capital perspective from the viewpoint
of Veblen’s conspicuous consumption perspective, and do so through the CBD lens
(Tubadji 2012 and 2013). The CBD approach emphasizes the endogeneity and inequality
related implications of conspicuous consumption. Explicitly, Malaysians are interpreted as
economically consuming Korean mass culture as it nurtures a prestigious cultural capital
association with Korean lifestyle. A special class of socio-economically vulnerable people
are suggested as victims of this intentional endogenous cultural advertisement, though this
group is not the newly rising rich as with Veblen but quite another relatively deprived group:
the “Sour Grape” consumers.’

Sour Grapes

Building on Bourdieu’s classical theory of the leisure class, and following Trigg (2001),
the CBD approach suggests a general Sour Grape mechanism underpinning conspicuous
consumption that makes it empirically explicit why it is synonymous with different lifestyles
and is endogenous to advertisements. Daniel Gilbert et al. (1998) postulate that individuals
have a psychological immune system that enables them to adjust to problematic events
by attuning their subjective expectations towards existing conditions and depreciating
alternatives. Evidence confirms that such adaptation is typical behavior of ordinary, healthy
individuals who aim to limit emotional costs of negative circumstances and expand the
hedonic pleasure derived from consumption and experiences'® (Taylor and Brown 1988;
Lyubomirsky and Ross 1999).!!

Grounded on this type of economic and psychological evidence, Annie Tubadji and
Steve Pratt (2019) proposed a Sour Grape mechanism where conspicuous consumption
is triggered when an individual feels relatively worse off in a particular socio-economic
dimension (specifically when they perceive they have relative deprivation'?): individuals
conspicuously consume by trading off sorrow for objects with socially salient characteristics.
The Sour Grapes mechanism represents a group of evolutionary psychological processes
based on the tendency of the human mind to bring preferences in line with an individual’s
circumstances and is a defense mechanism that preserves people’s psychological and social
stability (Kay, Jimenez, and Jost 2002); hence, conspicuous consumption can be influenced
by a consumer’s exposure to mass culture and the wider social receptiveness towards a

° There are important aspects of social factors and cultural relativity that bear a Bourdieu-Veblen nexus; we
develop this in the Appendix as they are not the focus of our empirical test, which instead focuses on the main effect
between two specific countries

1© Numerous examples for this tendency exist in the literature. For instance, unemployed individuals will
focus on consuming entertainment activities not accessible for people whose time is employed at work (Gimenez-
Nadal and Molina 2014). People’s preferences are known to adapt fast to new conditions and create depletion of
the pleasure from a newly acquired status, good or service over the time of its possession—in a kind of amortization
of pleasure called a “hedonic treadmill” (see Mochon, Norton, and Ariely 2008).

) ! Relative deprivation operates between individuals and between groups (Zubielevitch, Sibley, and Osborne
2019).
12 See Birt and Dion (1987) and Zoogah (2010) for examples of studies into the theory of Relative Deprivation.
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product. We formalize the above theory into a system of equations built around the CBD
model, such that:
ConspCon = B.Income + B.SourGrape + [8;Exposure Mass Culture +e,  (1.1)

Cons = B.Product + 85Social + BsConspCon + e, (1.2)
Imports = B:5.Cons + BsPhysical distance + [8,Cultural distance + e; (1.3)

where ConspCon is the propensity to consume conspicuously, Income is a vector of socio-
economic variables reflecting the income of the person available for a type of product,
SourGrape is the psychological state of the individual’s feelings towards a disadvantaged
socio-economic position relative to their reference group, Exposure_Mass_Culture is

the degree of exposure to mass culture from the exporting country (which makes the
consumption economically endogenous to economically driven advertisements), Cons is
the individual’s level of consumption of a product, Product is a vector of objective product
characteristics, Social is a vector of social factors (such as the opinions by peers, family,
friends, etc. in the spirit of Veblen-Bourdieu’s cultural and social capital influences), Imports
is the aggregate quantity of imports of a particular good from different countries, and
Physical distance and Cultural distance are the geographical distance and the difference in
attitudes respectively between importing and exporting countries under analysis. Equations
(1.1) and (1.2) describe a micro mechanism that generates an aggregate effect expressed in
equation (1.3). Our empirical analysis focuses on the operationalization of individual level
mechanisms in the CBD model—equation (1.1) and (1.2)—because our data corresponds

to one recipient country, Malaysia, and one sending country, Korea; thus, in our empirical
model, physical and cultural distance in equation (1.3) are constant at the aggregate level.

Data

Quantitative data were collected in 2018 using a survey posted online via a Google Form
and the questionnaire link posted at relevant Malaysian Facebook pages. Specific Facebook
pages were targeted in order to ensure that the Malaysian sample had a sufficient number
of respondents with high levels of interest in Korean pop culture.”® We chose to adopt a
broad definition of Korean pop culture when establishing the data sample and chose not to
select Facebook pages that attracted Malaysians who had a specific interest in Korean drama
because of the potential lack of variation in the sample’s viewing habits of Korean drama. A
total of 252 respondents completed the questionnaire.

Using online survey data has its strengths and weaknesses. Although we do not claim
the data to be fully representative of the Malaysian population, there are obvious benefits
of employing this methodological approach including that the ability of respondents to
contribute to the study is open to all internet-connected Malaysians and therefore there
is the potential to gain scale and reach while maintaining anonymity. Participation by the
respondent is flexible, at their convenience, time efficient and cost effective. The data maybe
more valid than data collected via interview and in-person surveys because inherent anonymity
should eliminate interviewer bias and enhance objectivity in responses. Inevitably, there will
be self-selection due to voluntarily responding to and answering questionnaires per se and

B These pages were www.facebook.com/malaysiakpopfans/, www.facebook.com/GoKpopMalaysia/ and
www.facebook.com/MyKpopHuntress/. Each page on these websites contain at least 10,000 likes, so these are not
obscure minority Facebook groups and may accurately reflect Malaysian interest in Korean pop culture.
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self-selection into accessing the website initially. We account for potential self-selection bias
by utilizing a Heckman selection model.

The survey contained thirty-two questions and focused on gathering information on
the type of Malaysians who purchase Korean cosmetic products (buy_fromK), their willingness
to pay for an objectively top quality product (price_criteria_all), product country of origin,
and their watching habits of Korean drama (watch_K_drama). The main dependent variable,
buy_fromK, reflects the propensity to buy a cosmetic product from Korea while the main
explanatory variable, watch_K_drama, captures the frequency of watching Korean drama;
both are captured on Likert scales. The other main explanatory variable is the price that the
respondents were willing to pay for a cosmetic product that fulfills a list of objective product
quality characteristics typically relevant for the Malaysian market, such as anti-acne, anti-
aging, moisturizing, oil control, pore care, and face whitening; this price question was open
ended, and answers ranged from RM 18 to RM1000.'* Details of all variables included in the
analysis are provided in the appendix.

Another set of important variables for our analysis are Veblenian_consumer and Non_
Veblenian_consumer, which are dummy variables reflecting whether the respondent thought
they would be esteemed if they purchased a product that was in a Korean drama. We
have control variables such as the perception of Korean style (style_ K_better and style_ K_
NOT _better) that reflect whether the respondent thinks Korean style is relatively better
than Malaysian style, and we use controls for objective product characteristics, interviewee
demographics, and happiness.”

An important issue is whether Veblenian consumers are strictly the people who buy
cosmetic products from Korea. There is a correlation between these variables of 0.3196
suggesting some Veblenian consumers do buy cosmetic products from Korea, but this value
is not particularly high and pairwise ttests reveal that these two variables are reflecting
significantly different things.

We have data from one country (Malaysia) and are unable to identify cross-country
differences in tastes, but the findings are relevant for improving understanding of the
mechanisms through which an exporting country’s mass culture can influence an importing
country’s consumers’ perceptions of cultural proximity, shape their consumption habits in
favor of exported products, and trigger conspicuous consumption towards these products.
This case study is particularly pertinent because the cultural effect may be creating abnormally
high sales, not because of superior product characteristics but because the product may be
perceived as a Veblen-type prestige good simply because of its country of origin.

Hypotheses and Estimation Method

Given the underlying literature and primary data, we have four working hypotheses.
e HOI: The propensity to buy Korean cosmetics depends on watching Korean drama
Hypothesis 1 is operationalized as:

Buy fromK = B8 IWatchiKidmma + B zX+ e, 2)
where the likelihood of buying a cosmetic product from Korea (Buy_fromK) is
determined by the frequency of watching Korean drama (Watch_K_drama) and a vector of
demographic and control variables, X.

¥ RM is the abbreviation for the currency Malaysian Ringgit.
1> This variable identifies the propensity to consume conspicuously, ConspCon, in the micro-economic
mechanism in model (1.1).
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e HO2 (willingness to pay): People are willing to pay more for higher quality cosmetic products

if they come from Korea.

Hypothesis 2 captures the impact of the objective product characteristics on the
consumption of Korean products. The operational model for testing HO2 compares the
results of two independent OLS estimations of models (3.1) and (3.2):

Price_Korean = 8  Price_criteria_all + B JYte, (3.1

Price_Korean = 3 A+ 5 JYte,, (3.2)

In equation (3.1), the price that the respondent is willing to pay for a Korean cosmetic
product (Price_Korean) is determined by the price that the individual would pay for a cosmetic
product that fulfils all of their attribute needs (Price_criteria_all). In equation (3.2), the
same dependent variable is determined by A, which is a vector of objective quality product
attributes (such as treatment for acne, anti-aging, moisturizing, pore care, oil control, and
skin whitening). Demographic controls, Y, are present in both cases. If the valuation of
Korean cosmetics is objective, then Price_criteria_all and A should not differ significantly in
terms of their effects on the price that the consumer is willing to pay for Korean cosmetics.

e HO03 (Conspicuous Consumption): People are more likely to buy Korean cosmetic products

when they perceive Korea as a more affluent country.

Hypothesis 3 reflects the impact of conspicuous consumption on the consumption of
Korean cosmetics in the CBD model, which is operationalized as:

Buy_fromK = B K_Richer + B,Affluent+ B.D + e, 4)

The model in equation (4) relates the likelihood of buying a Korean product (Buy_fromK)
to the perception of Korea as a richer country (K_Richer), a vector of perceptions of Korea as
an affluent society (Affluent) including perceptions regarding the skill level, professionalism,
and lifestyle of Koreans. We control for a vector of individual factors, D, which include the
sensitivity of consumer preferences to fashion, advertisement exposure and preferences of
the respondent’s family members.

e HO04 (Sour Grapes—relative deprivation): People watch more Korean drama when

they are underpaid for their educational level

Hypothesis 4 captures the impact of relative deprivation (i.e. the Sour Grape effect) in
equation 1.1 of our model, and is operationalized as:

Watch_K_drama = ,Income + B,Edu + 2+ e, (5)

In equation (5), the likelihood of watching Korean drama (Watch_K_drama) is predicted
by the respondent’s income and education as well as demographic controls, Z. Equation (5)
presents the test of the direct association between watching Korean drama and conspicuous
consumption of Korean cosmetics, and this allows us to explore indirect implications of
the Sour Grape effect by examining dependencies between income, education, and life
satisfaction.
Finally, we estimate HOI and HO4 simultaneously by employing a Heckman selection
model described in equations (6.1) and (6.2), such that:
Buy_fromK_dummy = 8 X + B, Veblenian_consumer + ¢, 6.1)

Buy _fromK = B Y+ e , Watch_K_drama + e, 6.2)

where being vulnerable to conspicuous consumption (Veblenian_consumer) in equation
(6.1) pre-selects those who buy Korean cosmetics after watching more frequently Korean
drama (buy_fromK_dummy). In equation (6.2), product characteristics, Y, and the intensity
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of watching Korean drama, Watch_K_drama (cleaned from pre-selection through the use of
equation 6.1), are posed as objective and emotive factors for purchasing Korean cosmetics. If
there is evidence for such pre-selection, then the estimation of Heckman’s selection model
will reveal significance in the pre-selection equation (6.1) and eliminate this effect in the
model that tests whether the intensity of watching Korean drama affects the purchasing of
Korean cosmetics (equation 6.2).

Results

An inspection of the data reveals that most respondents were female higher education
students in their early to mid-twenties. Data for the main dependent variable, buy_fromK,
indicates that the sample includes individuals with a high propensity to buy a cosmetic
product from South Korea. The second dependent variable, Price_criteria_all, has an average
value of RM96.44, which is in line with the International Trade Administration’s (2016)
observation that the average price of cosmetic products of this kind in Malaysia is around
RMS55 (mass market) and RM145 (premium). The first main independent variable, watch_K_
drama, reveals that the average respondent watches Korean drama quite frequently.

The variables Veblenian_consumer and Non_Veblenian_consumer show that 22 percent of
respondents are not motivated by conspicuous consumption motives, while 37 percent are.
Sixty-five percent of respondents stated that Korean style is better than the local Malaysian
style, with only 3 percent stating that Korean style was inferior for them. Thus, the descriptive
statistics indicate a high propensity to buy Korean products and a high willingness to pay for
them, and yet there remains the critical question whether there is a relationship between the
objective qualities of Korean cosmetic products and the price the consumer is willing to pay
for that product, or whether this relationship is merely a function of the exposure to Korean
drama and the advertisement of Korean products which trigger conspicuous consumption.

The Effect of Watching Korean Drama on the Propensity to Buy Korean Cosmetics

HO1 suggests an association between watching Korean drama and the propensity to buy
Korean cosmetics. Table 1 presents the results of a test of the direct association between our
dependent and main independent variable with and without additional control variables.
The results show a statistically significant association between watching Korean drama and
the likelihood of buying Korean cosmetics. Consumer behavior seems dependent on lower
income and higher education, and people who receive lower pay relative to their education
category are likely to watch Korean drama more often. People who are better educated but
paid less are the ones who seek to consume Korean cosmetic products, which corroborates
our relative deprivation hypothesis.

Willingness-to-Pay for Korean Cosmetics and Watching Korean Drama

Table 2 presents the results of tests associated with HO2, which corresponds to the
importance of price and product attributes on the willingness to pay for Korean cosmetics.
Respondents are generally willing to pay equal amounts for a Korean product and a product
that responds to their demands for all product characteristics, suggesting that people perceive
Korean cosmetics to be genuinely higher quality. The anti-aging attribute seems to be the
most important factor that enhances the willingness to pay for Korean cosmetics. However,
the willingness to pay a higher price for Korean cosmetics is associated with professional
occupations and office workers, while students are willing to pay more than any other
categories of buyers for high quality products. This could mean that higher educated people
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value Korean cosmetics more, as our previous findings suggest, especially when these people

do not have high incomes.

Table 1. Basic Hypothesis

Dep. var. buy_fromK watch_K_drama
Column number 1 2 3 4 5 6
N 252 252 252 252 252 252
watch_K_drama  0.475 *** 0.434 *** 0.330 *** 0.335 *** - -
income - -0.359 ** - -0.215 -0.393 *** 0.155
edu - - - - 0.307 * 0.137
female - - 1.300 *** 1.203 *** - 2.212 ***
age_category - - -0.380 ** -0.246 - -0.597 **
occup_gov_office - - 0.326 0.551 - 0.000
occup_homemaker - - 0.227 0.415 - 0.516
occup_officew - - 0.055 0.236 - -0.252
occup_professional - - 0.389 0.714 - -0.358
occup_selfempl - - 0.693 0.913 - -0.180
occup_student - - 0.286 0.359 - -0.197
unemployed - - 0.000 0.000 - -0.757
Constant 4.646 *** 5454 *** 4.657 *** 4.683 ***| 4.295 *** 3251 ***
F 56.30 ***37.50 *** 16.35 *** 14.84 ***| 8.08 *** 12.38 ***
R-squared 0.20 0.23 0.27 0.27 0.07 0.24

Note: Ordinary least squares regressions results with robust standard errors. Standard errors:

*p<0.1
Source: authors’ calculations.

Table 2. Willingness to Pay for Korean Products

% 120,01, ** p<0.05,

Dep. var. price_Korean price_criteria_all
Column number 1 2 3 4 5

N 236 236 236 252 252
price_criteria_all 0.416 *** - - - -
important_features_acne2 - 9.542 14.067 6.540 5.855
important_features_aging2 - 49.336 *** 40.780 ** 42.664 * 37916 *
important_features_moist2 - 12.150 10.171 9.083 0.682
important_features_pores2 - 5.429 4.790 16.835 12.546
important_features_oil2 - 5.651 9.591 4.322 7.016
important_features_white2 - 17.059 14.737 -9.617 -12.845
female - - 22222 % - 30.015 *
age_category - - 7.842 - 16.392 *
occup_gov_office - - 28.249 - 12.935
occup_homemaker - - 29916 - 4.184
occup_officew - - 39.510 * - 36.066 *
occup_professional - - 52.401 ** - 48.625 **
occup_selfempl - - 37.391 * - 41.970 *
occup_student - - 33.690 * - 53.173 **
Constant 66.94 ***| 63.381 *** -4.714 62.836 ** -30.879
F 13.11 ***| 571 *** 424 ** 312 ** 465 ***
R-squared 0.27 0.16 0.19 0.05 0.08

Note: Ordinary least square regressions estimated with robust standard errors. Standard errors: *** p<0.01, **

p<0.05, * p<0.1

Source: authors’ calculations.

Inspection of the correlation table (not shown for brevity - but included in the supplementary
material for the editor and referees) reveals that age is associated with higher pay but not with
higher education, and females in our dataset are predominantly young, which suggests that
young females have lower incomes than other respondents. As the gender pay gap is a known
phenomenon in Malaysia (Arshad and Ghani 2015), these correlations demonstrate that our



746 Annie Tubadji, Ruxiang Wee, and Don J. Webber

results are intuitively appealing and valid. The result confirms the relevance of our use of
demographic controls for gender and age, and gives an insight into the income disadvantage
of young females.

Conspicuous Consumption of Korean Cosmetics

Social factors may influence the decision to consume Korean cosmetics, and social
factors may be sensitive to the frequency of watching Korean drama. We capture alternative
attitudes towards Korean cosmetics, such as Korea being perceived as a richer country, the
respondent having a Veblenian predisposition, as well as perceptions of Korean quality of
life, expertise, and style. Further, we test whether advertisements and fashion influence the
decision to consume Korean cosmetics.

Our findings reveal that a Malaysian’s perception of the richness of Korean society, its
fashion, style, and advertisement are all statistically significant predictors of an individual’s
consumption of Korean cosmetics. However, views about Korean expertise and quality
of social life are not important for this type of consumption. These results corroborate
the view that the consumption of Korean cosmetics in Malaysia is an act of conspicuous
consumption, and the results remain stable even after introducing demographic controls.
The results imply that inserting advertisements and details of mass culture into Korean
drama, either embedded within programs or in advertisement breaks, could strongly affect
people with a propensity to consume conspicuously. An individual’s perception of Korean
social affluence seems to affect their Korean cosmetics consumption decision more than
do their family members’ consumption patterns. This suggests again that buying Korean
cosmetics is associated with the need to create relations with a higher social circle and is
not governed by herding behavior through immediate peer effects or stable friendships. See

tables 3a and 3b below.

Table 3a. Conspicuous Consumption

Dep. var. buy_fromK
Column number 1 2 3 4 5 6 7 8 9 10
N 234 252 252 252 252 252 252 252 252 252
K _richer 0;6*93
not_Veblenian_customer _1,'3*6 I
social_indiff K -0.024
social_| K -0.014
K_better 0.308
K _not_better -0.384
style_K_better 1;1}7
effect_ads 0;3,39
effect_fashion 0;392
sc_family 0;145
C 2,633 7.101 6.712 6.713 6.555 6.763 5.268 4.812 5.585 5.809
onstant *k sxs Sk . *x . *ax *ax *kx *wx
F 8701 2434 q01 0 161 101 2622 2268 314 54
R-squared 0.27 0.1 0 0 0.01 _0.01 0.11 0.12 0.06___0.03

Note: Ordinary least square regressions estimated with robust standard errors. Standard errors: *** p<0.01, **
p<0.05, * p<0.1

Source: authors’ calculations.
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Table 3b. Conspicuous Consumption with Controls
Dep. var. buy_fromK
Column number 1 2 3 4 5 6 7 8 9 10
N 234 252 252 252 252 252 252 252 252 252
K_richer O;Zf7 - - - - - _ _ _
not_Veblenian_customer N 1;(297 - - - - - - -
social_indiff K - - -0.151 - - - - - - -
social | K - - - 0174 - - - - - -
K_better - - - - 0;635 - - - - -
K not_better - - - - - -0.523 - - - -
style_K_better - - - - - - 1;0*55 - - -
effect_ads i} ) _ . ) ) o030 )
effect_fashion - _ _ _ _ _ B ~ 0;%(38 _
sc_family - - - - - - - - - 0;189
1.735 1.789 2.007 2.087 2.149 2.047 1.680 1.960 1973 2.065
female xx xx e xx e xx e xx e e
-0.319 -0.484 -0.535 -0.540 -0.571 -0.548 -0.450 -0.534 -0.592 -0.601
age_category * k% e *Hk e *Hk *x *Hk e e
occup_gov_office 0.000 0.748 0.652 0.649 0.871 0.722 0951 0.524 0915 -0.081
occup_homemaker -0.503 0.412 0.527 0.531 0.382 0.477 0.502 0.795 0.768 0.117
occup_officew -0.553 0.109 0.182 0.191 0.096 0.103 0.190 0.400 0.348 -0.179
occup_professional -0.200 0.643 0.534 0.520 0.447 0.548 0.594 0.848 0.780  0.201
occup_selfempl 0105 0769 0881 0878 0874 0785 0923 1172 2% o541
occup_student -0.113 0364 0.407 0.412 0.383 0.351 0.463 0.673 0.607 0.074
unemployed -0.647 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000
I 2,403 6.090 5.633 5.509 5.338 5.780 4.837 3.610 4.449 4913
onstant - . *x sxs *k sxs *k . *kk *k
F 24.24 14.63 1029 10.35 1438 10.92 12.64 15.84 14.07 13.93
R-squared 0.42 0.26 0.2 0.2 0.22 0.2 0.23 0.31 0.26 0.25

Note: Ordinary least squares regressions estimated with robust standard errors. Standard errors: *** p<0.01, **
p<0.05, * p<0.1

Source: authors’ calculations.
Sour Grape Effects

We are interested in understanding in more depth the direct and indirect motivations
to watch Korean drama and wish to understand which people conspicuously consume
Korean cosmetics. Consuming Korean drama could be a compensatory mechanism for
deriving the pleasure in life that is missing in some important aspect of life, such as income,
education, the meritocratic match between education and income, or general life satisfaction.
The illusionary narrative of the Korean drama helps an individual alleviate the pain of the
immediate reality in which they live. The Sour Grape effect occurs when an individual
conspicuously consumes a source of pleasure that alleviates the pain from an alternative
unattainable reality, and make it part of their life physically. In this case, the consumption
of Korean cosmetics is a type of conspicuous consumption geared towards alleviating the
dissatisfaction from being an underpaid, highly educated individual, where the dissatisfaction
associated with lower wages is offset by the consumption of Korean cosmetics.
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The direct effects from income, education, and life satisfaction on the propensity to

watch Korean drama are explored in table 4, which illustrates that watching Korean drama is

strongly negatively associated with income and strongly positively associated with education,

which are consistent with our results above. However, when we introduce the controls for

gender and age the statistical significance disappears for income and education, suggesting

that the females in our dataset are younger and receive lower pay.

Table 4. “Sour Grape” Effect-Direct

Dep. var. watch_K_drama
Column number 1 2 3 4 5 6 7 8
N 252 252 252 252 252 252 252 252
income 030 o167 - - - - 0 s
life_satisfaction - - -0.039 0.001 - - - -
edu . - 0302 oaas 90T ou3
2.348 2.280 2.143 2.212
female *okok - okt - *o%5k - okt
-0.567 -0.465 -0.503 -0.597
age_category . . ot - ot
occup_gov_office - 0.746 - 0.924 - 0.000 - 0.000
occup_homemaker - 0.930 - 1.080 - 0.507 - 0.516
occup_officew - 0.378 - 0.520 - -0.297 - -0.252
occup_professional - 0.340 - 0.594 - -0.285 - -0.358
occup_selfempl - 0.467 - 0.640 - -0.179 - -0.180
occup_student - 0.465 - 0.523 - -0.303 - -0.197
unemployed - 0.000 - 0.000 - -0.922 - -0.797
5.026 2730 4.612 2154 3.616 3431 4295 3.251
ConStan[ 4% *% 4% *% 4% 4% %% %%
10.550  12.090 10.880  5.950 12980 9.170 12.380
F K% %% 0'230 %% %t 0% %% %%
R-squared 0.045 0.240 _ 0.001 0.238  0.023 0.241 _ 0.069 _ 0.244

Note: Ordinary least squares regressions estimated with robust standard errors. Standard errors:

p<0.05, * p<0.1

Source: authors’ calculations. N=252

Table 5. “Sour Grape” Effect-Indirect

e 50,01, **

Dep. var. life_satisfaction income
Column number 1 2 3 4 5 6
N 252 252 252 252 252 252

income 0.468*** 0.807*** - - - -

edu - - 0.216* 0.192* 0.013 0.044
female - 0.271 - -0.238 - -0.445**
age_category - -0.022 - 0.422** - 0.602***
occup_gov_office - -1.079 - 0.000 - 0.000
occup_homemaker - -1.149* - 0.261 - -0.062
occup_officew - -1.396* - -0.321 - -0.173
occup_professional - -1.190 - 0.318 - 0.471
occup_selfempl - -1.837 - -0.641 - 0.004
occup_student - -0.548 - 0.086 - -0.683*
unemployed - 0.000 - 0.225 - -0.061**
Constant 6.051*** 6.189*** 6.354*** 5.773*** 1.728*** 1.160**
F 38.46*** 10.74*** 4.72% 3.50%** 0.03 85.43***
R-squared 0.10 0.18 0.02 0.10 0.00 0.69

Note: Ordinary least squares regressions estimated with robust standard errors. Standard errors: *** p<0.01, **

p<0.05, * p<0.1

Source: authors’ calculations. N=252

Table 5 reveals that both income and education positively affect life satisfaction.

However, in our dataset there is little correlation between education and income (0.03).
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Given that our respondents are mostly women, and that most of our occupation controls
have negative signs, we interpret these findings as evidence consistent with the literature of
the gender pay gap in Malaysia (Arshad and Ghani 2015). Underpaid young women watch
more Korean drama and buy more Korean cosmetics, which corroborates the compensatory
effect for perceived relative deprivation, as suggested by the Sour Grape effect.!®

Sour Grape Pre-Selection into Conspicuous Consumption

Malaysian individuals who are sensitive to social opinion and prone to conspicuous
consumption (whom we already found to watch more Korean drama) may select into
consuming more Korean cosmetics. We examine this proposition using Heckman’s selection
model and the results are shown in table 6. Specification 1 reveals that buying Korean
products is a function of objective product characteristics and watching Korean drama,
with the effect of Korean mass culture having the most prominent statistically significant
effect. However, specification 2, where we control for the pre-selection of people sensitive
to conspicuous consumption, removes the effect of watching Korean drama on the sales
of Korean cosmetics. We interpret this result as evidence that conspicuous consumption
is triggered by individuals who already suffer the Sour Grape effect and are in need of an
illusionary substitution for their reduced set of capabilities, such that they consume more
goods with positive spillovers on their own social image. Korean exporters benefit from
conspicuous consumption tendencies in the Malaysian market.

Table 6. Heckman Selection Model—"Sour Grape” Pre-selection

Method OLS Heckman
Dep. var. buy_fromK buy_fromK_dummy
Column number 1 2 3
N 252 252 252

age_category - -0.538 * -
Veblenian_customer - 0.435 *** -
important_features_acne2 0.528 * - 0.238
important_features_aging2 0.022 - -0.007
important_features_moist2 0.457 * - -0.270
important_features_pores2 0.266 * - 0.032
important_features_oil2 0.325 - -0.104
important_features_white2 0.777 ** - 0.228
price_criteria_all -0.001 - 0.000
watch_K_drama 0.404 *** - 0.025
Constant 3.959 0.426 8.715
F 16.56  ***
R-squared 0.28
Censored 85
Uncensored 167
Prob > chi2 = 0.6392
Mill's lambda coef. = (-0.04), t = (-0.11)
tho -0.048
sigma 0.816

Note: The table presents two specifications. Specification 1 is an OLS regression featuring a hedonic model where consumption of
Korean cosmetics is determined by objective product characteristics and emotive reaction to watching Korean drama; results with
robust standard errors are presented. Specification 2 represents a Heckman Selection Model where the pre-selection in the first
step is determined by the demographic variables (parsimonious specification presented here) and the vulnerability to Veblenian
consumption, and the second step represents the hedonic valuation of the product based on objective characteristics and emotive
reaction to watching Korean drama. Standard errors: *** p<0.01, ** p<0.05, * p<0.1

Source: Authors’ calculations

1 In this specific case it represents relative deprivation on the labor market with regard to gender pay
inequality.
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The above analysis reveals that the category of people who respond to the marketing
brand appeal of conspicuous consumption are a group whose identification is rooted in
deprived socio-economic positioning and represent a victimization of the weak among
the consumers, even in a straightforward Benthamian pleasure and pain setting (i.e.,
a setting where the consumer is assumed to operate for maximizing one’s own pleasure).
This finding demonstrates that the existence of the market for conspicuous consumption
does get marketeers an “F” for their social function, when profitmaximizing with regard to
conspicuous consumption, as stated by Hamilton (1989). Furthermore, it shows that this
is not just a difficult to detect side-effect, but a clearly testable and documentable empirical
observation.

Conclusion

This article presented the results of research designed specifically to investigate the
influence of mass culture on conspicuous consumption and the decision to purchase
imports. It explored a conspicuous consumption microeconomic mechanism underpinning
international trade and set within a Culture-Based Development model. This mechanism
allows for the aggregate market level tendency for exporters to use culture-based approaches
to exploit foreign markets. We show that exporters can exploit individual consumers in
foreign markets who are in psychologically vulnerable positions due to a mismatch between
their aspirations and their achievements. Specifically, the aims of this study were to explore
the interaction between culture and psychological factors and to assess whether mass culture
drove the conspicuous consumption of Korean cosmetics in Malaysia.

We collected primary data to enable a focus on the effects of South Korea’s mass
culture policy in the Malaysian market, often referred to as Hallyu, or the Korean Wave,
on the demand for Korean cosmetic imports. We adapted Veblen’s (1899) argument that
individuals need to actively display their financial wealth (in order to gain status): our
adaptation suggests that Veblen’s theory applies equally to the needs of individuals to
display their cultural wealth in order to gain status. Consumers do this by demonstrating
their knowledge and association with products that are purchased from a wealthier foreign
country that is deemed to have a lifestyle that is of a higher quality (an effect that is termed
in behavior economics as the “magical contagion effect” [Fernandez and Lastovicka 2011]).

Our analysis devoted separate attention to different facets of the relationship between
consumption patterns of Korean cosmetics, their valuation from objective and emotive
viewpoints, and the complexity of the link between these variables. We placed specific
attention on consumers’ psychological needs and estimated the importance of the pre-
selection of individuals into a particular lifestyle pattern. Our empirical results revealed
that the importance of mass culture entertainment on the cosmetic purchasing decision was
higher for people with high social aspirations but lower income. Consumption of Korean
cosmetics were greater for individuals who watched Korean drama more frequently, and these
individuals are the ones who were most vulnerable to the need for conspicuous consumption
according to their self-reported responsiveness to Veblenian goods.

Our respondents generally viewed Korean society as richer though not necessarily
more affluent than Malaysia, which means that the consumption of Korean cosmetics is
the result of conspicuous consumption forces that are more likely to be driven by relative
income motivations than the search for prestige. These results are generalizable under the
Culture-Based Development notion of the Sour Grape effect, which posits that conspicuous
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consumption is heterogeneous in nature since it is more prominent for those individuals
who are facing a mismatch between their aspirations and achievements.

More broadly, our results suggest that if an exporting country combines its export
strategy with the promotion of a favorable lifestyle, then this may positively affect its
outgoing trade flows. The success of this promotional strategy will be driven not only by
social proximity and the similarity of cultures but also by the exploitation of a Sour Grape
effect that gives rise to the conspicuous consumption of normal goods that are made salient
through positive spillovers associated with richness, affluence, and/or prestige. Individual-
specific mismatches between aspirations for higher income, higher affluence, and/or higher
prestige drive the need for the individual to gain compensation through conspicuous
consumption. The impact of South Korea’s mass culture policy on the Malaysian market
is an illustration of a more general tendency where exporters use existing culture-based
mechanisms to exploit consumers in foreign markets who have a mismatch between their
aspirations and their achievements.

A strength of this article is in the novel approach and its operationalization using
primary data, but future research should seek to establish whether these relations hold for
other pairs of countries using a larger sample of respondents that is generalizable to whole
populations. Naturally, alternative potential explanations may lie behind our empirically
illustrated associations. Future research could explore the standard cultural gravity model
augmenting its home bias component with a correction for the Sour Grape effect on the
dynamics of trade flows.

Our contribution provides empirical evidence, using the very language of hedonic
valuation, that consumers’ preferences are strongly dependent on cultural shaping and
exploit the social vulnerability of people. Specifically, we demonstrated that the intentional
marketing use of art (such as, in the case of the marketing tool Hallyu, the use of Korean
TV drama) could be and is de facto used to instigate conspicuous consumption and does
so among the most vulnerable people who feel already socio-economically deprived. These
findings reinforce both the claim of Hamilton (1973) that institutional and evolutionary
economics add to neoclassical economics, and demonstrates that a classical hedonic model
will be underspecified if the cultural factor is not accounted for, as maintained by Tubadji

(2014) and elsewhere by the CBD paradigm.
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Appendix: Main Variables and Definitions (continued)

. e . Number of Standard

Variable Question Coding Observations Mean Deviation
female Gender 1 = female; 0 = male 252 0.87 0.33
agecategory Age 1=1620; 2 =21-30; 3 = 31-40; 4 = 41-50; 5 = 51 152 2.08 0.85

and above
1 = secondary school/PMR/SPM; 2 = Pre-U/A-levels/
edu Educational level SAM/Diploma/Foundation; 3 = Bachelor's Degree; 4 252 2.4 0.92
= Master's Degree; 5 = Doctor of Philosophy

occup_gov_office Occupation 1 = government officer; 0 = not government officer 252 0.02 0.15
occup_homemaker Occupation 1 = homemaker; 0 = not homemaker 252 0.05 0.21
occup_officew Occupation 1 = office worker; 0 = not office worker 252 0.21 0.41
occup_professional Occupation 1 = professional field; 0 = not professional field 252 0.1 0.29
occup_selfempl Occupation 1 = selfemployed; 0 = not selfemployed 252 0.09 0.28
occup_student Occupation 1 = student; 0 = not student 252 0.5 0.5
unemployed Occupation 1 = unemployed; 0 = not unemployed 252 0.04 0.19
1 = below RM1500; 2 = RM 1501 - RM3000; 3 =
income Monthly income RM3001 - RM4500; 4 = RM4501 - RM6000; 5 = 252 1.76 0.99
above RM6000
life_satisfaction How satisfied af'e you with Likert scale where 1 = lgaa:t satisfied and 10 = very 252 6.87 1.46
your life? satisfied
Happy How good was your day today?  Likert scale where 1 = least good and 10 = very good 252 6.58 1.66
conswmer._cosmetics Do you bLl)’ or use beauty and 1 = do not use cosmetic products; 0 = use cosmetic 252 0.98 013
skincare products? products
1 = Foreign beauty and skincare beauty products; 0 =
brefer_foreign IDlo o it Local beauty and skincare beauty products 22 0 023
sevendivie month 1 H“t“f"‘ici.d”“’” Spei‘dt‘f“ 1 = Below RM50; 2 = RM51 - RM150; 3 = RM151 - 152 11 0o
LX[]LTL 1ture_mondt beauty and skincare pr.(x ucts on RM}OO; 4 - RM301 _ RM450; 5 - RM451 . RMéOO . .
a monthly basis?
I will purchase a beauty/ . _ . _
buy_if_available_locally ~skincare product if it is available it seloaige 1 =gl dingeeand (0 252 7.16 1.97
strongly agree
locally
I will purchase a beauty/ . N _ : -
buy_online skincare product if it is not Likert scale where 1 = strongly disagree and 10 251 6.4 2.38
. strongly agree
available locally
I will purchase a beauty/ p _ . _
buy_perfect skincare product if it fulfils all it sl wthare 1 = sy dhmgreeand 19 249 7.45 2.02
. N strongly agree
the characteristics that [ require.
I will purchase a beauty/ . _. . o _
sc_family skincare product if my family Likert scale where 1 = strongly disagree and 10 252 6.18 2.35
Lo strongly agree
members/peers are using it..
I will purchase a beauty/ q _ . _
effect_fashion skincare product if it is e cealle it 1 = ammdl dhpresamd 1T 252 5.54 2.39
. strongly agree
fashionable.
I will purchase a beauty/ . T . e i _
effect_ads skincare product if it was Likert scale where 1 = strongly disagree and 10 252 5.58 2.01
. strongly agree
advertised.

1 = Never; 2 = Once a month; 3 = Twice a month; 4
= Once a week; 5 = 1-2 times a week; 6 = 3-4 times 252 4.34 1.82
a week

How often do you watch Korean

watch_K_drama p
soap-opera’
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Appendix: Main Variables and Definitions (continued)

Variable

Question

Coding

Number of
Observations

Standard
Deviation

watch_KSO

buy_fromK

buy_if K_celebrity

buy_5years_ago

buy_no_ads

K_richer

not_Veblen_consumer

Veblen_consumer

social_I_K

social_indiff K

K_better

K_not_better

style_K_better

style_K_NOT _better

price_criteria_all

price_criteria_local

price_criteria_import

price_Korean

important_features_acne

important_features_
aging2

Dummy variable indicating
whether the respondednt
watches Korean soap-opera
1 will purchase a beauty/
skincare product if it is from
South Korea
I will purchase a beauty/
skincare product if it is
endorsed by my favourite South
Korea star
How likely were you to buy this
product 5 years ago?

How likely are you to buy this
beauty/skincare product if it is
not advertised in Korean series?
How much richer is the Korean

society than yours?

Do you think you would be
ESteelne({ lf you own Or use a
product that was in Korean
soap opera’

Do you think you would be
esteemed if you own or use a
product that was in Korean
soap operal
Does your society think
that Korean society is more
prestigious’

Does your society think
that Korean society is more
prestigious?

Are Korean professionals (eg.
Doctor/ engineer) better than
local professionals?

Are Korean professionals (eg.
Doctor/ engineer) better than
local professionals?

Is Korean style (eg: fashion/
lifestyle/ entretainment) better
than local style?

Is Korean style (eg: fashion/
lifestyle/ entretainment) better
than local style?

How much would you pay if
that beauty/ skincare product
(eg: day or night cream) fulfills
all the feautures that you need,
what would be its average price?
How much would you pay if
that beauty/ skincare product
(eg: day or night cream) is
produced locally?

How much would you pay if
that beauty/ skincare product
(eg: day or night cream) is
imported from other countries?
How much would you pay if
that beauty/ skincare product
(eg: day or night cream)if it was
shown on Korean soap-opera or
endorsed by a Korean celebrity?
What feautures must beauty
and skincare products have for
you to choose them? (you can
choose more than one choice)
What feautures must beauty
and skincare products have for
you to choose them? (you can
choose more than one choice)

=1 if watch_K_soap > 4; = 0 otherwise

Likert scale where 1 = strongly disagree and 10 =
strongly agree

Likert scale where 1 = strongly disagree and 10 =
strongly agree

Likert scale where 1 = very unlikely and 10 = very
likely

Likert scale where 1 = very unlikely and 10 = very
likely

Likert scale where 1 = very unlikely and 10 = very
likely

1=no; 0 =yes

0=no; 1 =yes

0=no; 1 =yes

1=n0;0 = yes

0=no; 1 =yes

1 =no; 0 = yes

0=no; 1 = yes

1=no; 0 = yes

Open-ended question

Open-ended question

Open-ended question

Open-ended question

1 = anti-acne is important; 0 = anti-acne is important

1 = anti-aging is important; 0 = anti-aging is not
important

252

252

252

247

249

234

252

252

252

252

252

252

252

252

252

247

236

252

252

0.64

6.71

6.45

4.46

4.51

6.78

0.29

0.48

0.49

0.24

0.49

0.15

0.84

0.04

96.44

59.21

119.88

105.84

0.49

0.38

0.48

1.94

2.44

1.82

1.89

1.66

0.45

0.5

0.5

0.43

0.5

0.35

0.37

0.2

98.71

96.82

152.24

65.08

0.5

0.49
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Appendix: Main Variables and Definitions (continued)

Number of Standard
Variable uestion Codin; . ean L
Q s Observations Deviation

What feautures must beauty

important_features_ and skincare products have for 1 = moisturing is important; 0 = moisturing is not 252 072 0.45
moist2 you to choose them? (you can important ’ :
choose more than one choice)
What feautures must beauty
X and skincare products have for 1 = pore care is important; O = pore care is not
important_features_pores2 P P p P 252 0.46 0.5
you to choose them? (you can important
choose more than one choice)
‘What feautures must beauty
. . and skincare products have for 1 = oil control is important; 0 = oil-control is not - .
important_features_oil2 P ‘p 252 0.56 0.5
you to choose them? (you can important
choose more than one choice)
What feautures must beauty
important_features_ and skincare products have for 1 = whitening of the skin is important; 0 = whitening 252 025 043
white2 you to choose them? (you can of the skin is not important : :

choose more than one choice)

Note: This is a descriptive table of all the variables coded from the survey.
Source: authors’ calculations

Appendix: Cultural Variation of Social Factors

Adam Smith (1759) notes the importance of cultural proximity for evoking mutual sympathy.
An individual’s knowledge, experience and exposure to context-, location-, and culturally-
specific inclinations nurture this cultural effect (Abraham and Patro 2014) and underpins
Geert Hofstede’s (1991, 5) definition of culture as “the collective programming of the mind
which distinguishes the members of one group or category of people from another”.!"!

Tibor Scitovsky (1976) emphasizes the vast income differences that exist across societies
and how group culture affects economic choices. In affluent societies consumption is
driven not by basic subsistence needs (as it is the case in poor societies) but by the need for
entertainment to alleviate boredom (Galbraith 1958 and 1967). Scitovsky’s distinction was
refined by Jose Edwards and Sophie Pelle (2011) to incorporate Sen’s capabilities approach
(Sen 1979, 1983, and 1992) and the economics of happiness. Utility functions of poor
and rich consumers are sufficiently distinct due to their different abilities to access socio-
economic alternatives and hence an individual’s relative socio-economic status affects their
perception of value.

A product’s country of origin is a factor affecting its consumption.'® This cultural-
relativity approach, is one of the most developed streams of literature in international
marketing (Schooler 1965; Dinnie 2004; Laroche et al. 2005). Country of origin influences
consumers’ assessments of product quality, their purchase intention (Parkvithee and Miranda
2012), and their willingness to pay for it (Thanasuta et al. 2009). Ingrid Martin and Sevgin

17 Culturally shaped preferences evolve with exposure to new cultures albeit with grounding on the culture
that was initially present, which is a phenomenon known as cultural path dependence (Zhang and Weng 2017).

'8 An alternative definition, strongly consistent with this one but with evolutionary economics origins was
suggested by Clarence Ayres: “Culture, the organized corpus of behavior of which economic activity is but a part,
is a phenomenon sui generis. It is not an epiphenomenon, a result of something else, explicable in other and
non-cultural terms, it is the stuff of social behavior, the universe of discourse of the social sciences, the aspect
which the data of observation assume at that level of generalization.” See Tool (1988) for more clarifications on the
evolutionary interpretation of this definition.

19 Analyses of macro effects linked with cultural factors are more numerous and relate to attracting migration,
FDI and trade flows. In these studies, the cultural effect is called ‘home bias’ (Tadesse and Shukralla 2013) and
described as the power of cultural proximity between localities to influence economic choices. Cultural relativity
gives rise to a cultural gravity mechanism (Tubadji and Nijkamp 2015) which is the phenomenon of mutual
attraction between two entities due to the relatively small cultural difference between them.
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Eroglu (1993) proposed that consumers’ knowledge of a product’s country of origin serves as
a psychological shortcut when they do not have other product information, with this country
image effect being a source of cultural bias affecting individual choice. A country image
effect is the impression created out of beliefs shaped by knowledge of that country. Although
these beliefs are descriptive, inferential, and informational in affecting consumers’ subjective
utilities, empirical evidence confirms the decisive importance of the country image effect.
For instance, evidence suggests a disconnection between the actual quality and the perceived
subjective valuation of products produced by less developed countries (Chao 1993).

Using his original terminology, Veblen describes the same by acknowledging the
matter of conspicuous consumption as a subject of space and time dependent “branches
of knowledge” (Veblen 1899 and 1915; Trigg 2001), such as speaking a dead language,
occult sciences, or correct spellings, to name a few of Veblen’s original examples. Country of
origin effects influence a product’s image and a positive country image increases consumers’
willingness to buy that country’s products (Souiden, Pons, and Mayrand 2011). Some claim
that consumer choice is more culturally motivated than it is brand motivated (Teimouri et
al. 2016).

Attitudes have a crucial role in moderating the specificity and strength of purchase
intentions (Tonglet, Phillips, and Read 2004), which in turn determine the probability
of purchase. Attitudes towards cultural goods are a subject of social construction and
inherited through local cultural capital and traditions (Bourdieu 1986 and 1990). Cultural
moderations of the social factor operate by evoking change in individuals’ thoughts, feelings,
and/or behaviours in response to their society and surroundings (Turner 1991), and people
control their own thoughts and actions in order to conform to groups or society (Chen-Yu
and Seock 2002) in order to gain social belonging to a particular reference group (Veblen
1899).%°

Detectable in Veblen with regard to qualifiers such as relative barbarism of race (Veblen
[1915] 1968) and extending back to Strabo’s roots?! (Billet 2007; Madsen 2017), the notion
of cultural relativity is upheld here by the Culture-Based Development (CBD) approach
(Tubadji 2012 and 2013; Tubadji and Pratt 2019), which deals with the geographical and
historic roots of variations in attitudes exhibited in individuals’ choices and behavior. CBD
is a hybrid approach between micro and social behavior, which augments the individual
behavior model with its crucial Veblen-Bourdieu component and shows the role of social
value for the human choice. We choose to demonstrate this through a standard hedonic
model that uses pain and pleasure by using the Benthamian language to translate the role
of social construction of value (as with Veblen and Bourdieu) and demonstrate how its
importance is detectable in the consumer choice in a standard hedonic model framework.

Demonstrating that the Veblenian impact through marketing can be illustrated through
a standard hedonic model framework, we highlight that evolutionary and institutional
economics add to the understanding of working of consumer behavior in its classical form
(as underscored by Hamilton 1973). In this sense, what is perceived locally (or within a

20 A prominent and well-studied form of social influence is the peer effect—the effect exerted by the taste of
the group one belongs to on the individual’s preference and behavior. Zhu et al. (2016) show that peer-influence on
social media platforms affects online purchasing behavior of consumers. Studies conducted in developed countries
with an individualistic culture propose that social influence fundamentally affects the purchase of green products
(Costa, Zepeda, and Sirieix 2014; Salazar, Oerlemans, and van Stroe-Biezen 2013). Similar results were found in
studies on collectivist cultures and consumption behavior (Bagozzi et al. 2000).

21 The basic idea of cultural relativity is summarized in the need of people to accept certain set of culturally
established definitions of what is good and bad according to a group in order to belong to it and share its identity.
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group) as prestigious and fashionable evolves over time, varies across space, and progresses
unevenly across groups due to asymmetries in culturally-driven path dependence (Denzau
and North 1994, de Groot 2011, Hauser, Tappeiner and Walde 2015).22 This article assesses
one particular case as an example of the workings of cultural relativity: whether consumers
in Malaysia have strong preferences for Korean cosmetics because Korean cosmetics became
socially-perceived in Malaysia as a marker of prestige and/or affluence due to the Hallyu
wave.

22 From a cultural perspective, a primary mechanism driving consumption is homophily (Smith 1759; Ryan
and Patrick 2001), which is a source of sympathy towards others shown through emulation.



