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Abstract

This paper examines the impact of the government practices to brand the country as a
destination for foreign direct investment, in terms of the legal, the human development
and the financial practices. The research validates the influence of the Government
practices on the country brand image as well as the influence of the country brand image
on the intentions of the investor to invest. A qualitative, exploratory approach is adopted
among the multi stakeholders involved in the process; government officials, foreign
investors and Egyptian decision makers. A combination of interviews, participant
observations, content analysis and professional reflection are utilized to enrich the
study. Following the qualitative approach, a survey is distributed to collect and gather
the feedback of the foreign investors and their representative management. Quantitative
analysis is then performed afterwards to analyze and conclude the survey results. The
research indicates and proves the effect of the government practices’ influence (in terms
of Legal, financialand Human Development) on the country brand image as a construct
with its both components, the cognitive and the affective. Analytical Interpretation
verifies that both components affect the intentions of the Investor to invest.
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1. Introduction

This research addresses the impact of the government practices to brand the country
as a destination for foreign direct investments (FDIs) on the intentions of the investor to
invest in the country. The study targets the Egyptian market, the Egyptian government-
provided practices, and the intentions of the foreign investor toinvest in Egypt. The study
aims to develop a reliable and valid model, which relates the government-provided
practices to brand the country as a destination for FDIs to the Investors’ intentions to
Invest in that specific country.

The proposed model describes the relationship between the government-provided
practices (in terms of legal, human development and finance) and the investors’ intentions.
Hence, proves the mediation effect of the country brand image. The result of the statistical
analysis of the data proves the existence of the Country Brand Image, as a variable in the
relation, explains the existing variation in the Investors’ Intentions, due to the change
happening in the Government-provided practices (the existence of the mediation effect).

Several studies have discussed the same topic from subjective standpoint. Few
studies however, approached the topic with the objective of measuring the impact of
Government practices on investor’s intention via the country brand image. None of the
published literature, to the best of our knowledge, has discussed the current proposed
model in a similar manner. Therefore, we believe that the proposed model is a
contribution to the field on both theoretical and practical grounds.

Moreover, this study proposes a unigue scale to measure three popular government-
provided practices (based on the investors’ feedback) in the field of investment. Besides,
it introducesa comprehensive conceptual model for the, government-provided, practices
that influence the investors’ intentions.

2. Literature Review

The literature on place branding is clear— in an environment as diverse and ever-
changing as a nation, no singular agency, organization, institution or team of professionals
can adequately undertake a brand exercise in a bubble (Dinnie, 2016). Due to the
globalization and the openness of all information resources available today, the ‘Country
Brand Image’ , as a variable, can have a large influence on the consumer evaluation
process, and consequently influences all associated phases of the decision-making process
and buying decision as well. Researches for more than twenty years have shown that
consumers’ reactions and feedback towards consumption of products and/or services form
country brand image influence their beliefs (Erickson, Johansson, and Chao, 1984),
evaluations (Loeffler, 2001), and willingness to purchase products made in these countries
(Knightand Calantone, 2000).
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To our knowledge, there is no one common agreed-upon objective measurement,
which assesses the strength of a country brand. The existence of such a benchmark would
greatly help countries to recognize their competitive positions. There hasbeen some work
relevant to the subject of assessment and measurement of the brand image of countries,
trying to contribute to the country branding literature. This tool would support countries
to identify their position among others, detect their weaknesses and capitalize on their
strengths. Accordingly, it would support developing their branding strategy. This is an
Important issue, because countries like companies need to build, manage, and protect their
brand.

2.1. The Dimensions of the Country Brand Image

Lala (2009) developed a robust scale for country image. This scale is
a multidimensional scale. It operationalizes the construct as a second-order factor with
seven dimensions. The research includesthe following dimensions; economic conditions;
conflict; political structure; vocational training; work culture; environment; and labor. As
illustrated in the figure below, Lala proposed a model, where the country image has
a direct effect on the willingness to purchase.
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Note. Construct items are not explicitly represented; the broken line indicates the non-significant
path that is not modeled here; superscript “C" indicates path coefficients for Computers while
superscriot “R" indicates path coefficients for Refrigerators.

Fig (1) Multidimensional Country Brand Image Components
Source: Lala (2009), “A multidimensional scale for measuring country image”.

80



AJCCR, Vol. 2, No. 2, 2022

Anothermodel that providesexplanation of the dimensions of the CBI is the Nation-
Based Brand Investment Promotion Model (NBBIPM) introduced by (Oni and Matiza in
2013).

The model includes several concepts and perceptual understandings, that were
discussed through the Nation Branding literature as well as the Investment theories and
Branding principles. The NBBIPM would support the national agencies to define and plan
their promotion campaigns to brand their countries as a destination for FDIs or Tourism.

Perhaps the greatest potential contribution of thismodel, is the development of a new
methodology to promote investment, and strength the basis for a new discourse in FDI-
related nation image building practice. The nation brand in the NBBIPM adopts the
responsibility of a positioning tool that communicates the country combination of all the
mentioned dimensions considered by investors or visitors during the decision-making
process.

Discussed below, are four models introduced by (K, P. Roth and Diamantopoulos
(2009)). As shown, depending on the situational context, models illustrate the causal
relations between the country cognitions/beliefs, country affective, country conations, and
countrynorms. Each componenthas an effect on the others as depicted in fig (1) below.

A. Two-Component View C. Low-nvolvement Hierarchy
| Country Image | Country | Country Image | Country
! I Norms ! : Norms
! Caountry : i Country i
| cognitions \,h“'\ ¢ ' | Cognitions ‘T"‘\ v
| 4 | !
i ! Country ' ) Country
! ' Conaticns ! : Conations
1 ! 1 !
i Country ,E," X Country :
i Affect 1 \ Affect i
B e e .
B. High-Involvement Hierarchy D. Experiential Hierarchy
coumry | | oy imags | Country
MNorms | Coumry || poums
R e T i "
: Country Image ' L : Cognitions : v
i, . 1 : I Country
! Country e Coun - i Conations
' | Cognitions Affect i Conations i i -l
: | ' I | 1 Country /’
1

| Affect !
! 1

Fig (2) Country Brand Image components
Source: Roth and Diamantopoulos (2009), “Advancing the country image construct”

Mackie & Hamilton (1993) and Verlegh & Steenkamp (1999) clarified that the three-
component view of attitudes has one serious concern, where all three components are
mutually dependent. The relation here is more of a causal nature. If we take an example a
person who we like (affective) because we trust how he or she thinks (cognitive), then this
would be the main reason why we would decide to work with him/her (conation).
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Accordingly, we conclude that thereis a lack of consensus among all conceptual,
structural, and item levels;
e Conceptual (halo ora summary construct (Han, 1989)
e Structural differences arise from the numberand dimensions identified
e Item level differencesexist because of differences in the way country image is
conceptualized and the literature from which items is drawn

2.2. Foreign Direct Investment on National Economic Impact

Concerning the Investment decision of the governments’ perception of whether
foreign direct investments are beneficial tothe country. Literature has provided the extent
towhich governments should exert efforts in order to attract investments and compete to
get its global amount share. Thereare multiple theories which discuss the subject, namely,
the Classical Theory, the Modern Theory and the Comparative Advantage Theory.
(Revised)

While the Classical Theory and its supporters believe that FDI entails various
benefits, which come back to the Multinational Organizations as a retum. Where,
organizations are the only beneficiary of the investment. The Modern Theory is based on
a principal assumption, which is: “All parties of investment (Multinational Companies
and the host country) are linked by common interest. Where, each one of the parties
benefitsfrom the other toattain an objective or a group of specific objectives. Finally, the
Comparative Advantage theory came out to bring both theories to a compromise.
Ricardo’s comparative theory (1817) is one of the important theories that represent
anotherschool of thoughtconcerning the subject and is consideredan intermediate level
between two extremes. It provides the fundamental explanation for international trade.
According to Ricardo, international trade takes place, because of countries’ different
comparative advantages, which are attributable to international differences. These
differences causethe need for such trade and commerce deals. Differences couldbe like
variations in labor costs, level of technology adoption, flexible laws and regulations
concerning doing business, low taxes and transportation rates, qualified calibers, and
availability of raw material.

2.3. Implications on Policy-makers

Investigation of the dimensional structure of country image has an interesting
implication for policy-makers. The country image developed scale does not only provide
a quantitative explanation for the construct, but also it provides a comprehensive
explanation according to the dimensions covered throughout the construct.

Accordingly, we can track down the cause of why a country brand image is
considered good or bad, thiswould be interpreted according to several dimensions. Policy-
makerswho are in the process of the decision-making would then trace back the cause of
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the strength or weakness of a country brand image through tracking down the seven
dimensions. In effect, this would lead to narrowing down both, efforts and practices that
should be focusedupon, in the short term, to enhance the country brand image.

3. Research Methodology

This paper contributes to the body of the available knowledge that discusses nation
branding. This contribution covers the following areas; exploring the government
practices that have a positive significant impact on the country brand image. Investigating
the government practices in terms of, legal human development, and financial practices
impact on country brand image; Identifyinga scale to be used to measure the govermment
practices in the legal context, human development context and the financial context, and
accordingly; Identifying a benchmark for the government-provided practices; Testing
the influence of the country brand image as a destination for FDIs on the investor
intentions to invest in Egypt; Examiningthe mediating effect of country brand image on
the influence of the government-provided practiceson the investor intentionsto invest in

Egypt

The paper is a contribution to the academic literature on nation branding and
destination management. It helps bridging the gap between theory and practice, as well as
open new research avenues on identifying a valid and reliable scale to measure the
government practices. In addition, it paves the way for research to assess this scale in
different sectors, cultures, industries and countries. Moreover, the proposed model and
hence the statistical analysis considered the mediation effect of the Country Brand Image
(CBI) as a construct within the investment context. On the other hand, the paper suggests
three new constructs:

1. Legal Government Practices - LP
2. Human Development Government Practices - HDP
3. Financial Government Practices - FP

This study provides three main contributions to the theoretical literature of nation
branding and destination management in the investment context:

- Introduces three constructs; Legal Government Practices; Human Development
GovernmentPractices; Financial Government Practices

- Developsareliable and valid scale for measuring the constructs; Legal Government
Practices; Human Development Government Practices; Financial Government
Practices

- Supports the argument of the mediation effect of the CBI as a mediator construct
(in terms of the cognitive and affective components) between the govemment
practices to brand the country as a destination for FDIs and the investor intentions
toinvest in that country.
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Anothermain purpose of this paper is to guide the practitioners working in the ‘Nation
Branding’ field. The results and recommendations concluded out of this study will help
practitioners to carry out their jobs more professionally and make substantial advantage
out of this study’s findings.

The recommendations of the study will provide the decision makers, working in the
field, with the necessary highlights and experience that is required to do their jobin a
better way. Competition between nations to attract FDIs is a fact, and is getting harder
and fierce day after day. This study will provide the policy-makers in Egypt and the
government consultants and public sector, in general, with feasible procedures that need
to be considered by the investors’ to brand Egypt as a destination for FDIs. Egypt is going
through a critical stage of economic reform, and attracting FDIs is one of the key drivers,
needed today, to achieve the sustainable development.

3.1. Research Hypothesis

H1: There is a significant positive effect of “Legal Government Practices” on the
“Country Brand Image Cognitive component”

H2: There is a significant positive effect of “Legal Government Practices” on the
“Country Brand Image Affective component”

H3: There is asignificant positive effect of “Human Development Government Practices”
on the “Country “Brand Image Cognitive component”

H4: There is asignificant positive effect of “Human Development Government Practices”
on the “Country Brand Image Affective component”

H5: There is a significant positive effect of “Financial Government Practices” on the
“Country Brand Image Cognitive component”

H6: There is a significant positive effect of “Financial Government Practices” on the
“Country Brand Image Affective component”

H7: Thereisasignificant positive effect of “Country Brand Image Cognitive component”
on the “Country Brand Image Affective component”

H8: There isasignificant positive effect of “Country Brand Image Cognitive component”
on the “Investor Intentions”

H9: There is a significant positive effect of “Country Brand Image Affective component™
on the “Investor Intentions”
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The following figure illustrates the proposed model that is argued throughoutthis;

Legal Practices
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Fig (3): The Proposed Conceptual Model

3.2. Statistical Data Analysis and the Verification of Hypotheses

A survey study was designed andadministered via a structured questionnaire to test
the impact of the government practices (to brand the country as a destination for FDIs) on
investor’s intentionsto invest in the country.

The survey includes three sections:

e The first section consists of the items (observed constructs = 17) that measure
the three government-provided practices (the Legal, the Human development
and the Financial). Those items were selected and acknowledged through
several sessions and one-to-one interviews with experts from the government,
investment and specific sectors.

e Thesecondsection consists of the items (observed constructs = 15) that measure
the Country Brand Image (the cognitive and the affective). Those items were
selected from the literature (Martin and Eroglu,1993; Wang and lamb,1983;
Heslop et al.,2004; Oberecker & Diamantopoulos, 2011; Fouad, A., 2015)
discussing the same subject.

e The third section consists of the items (observed constructs = 6) that measure
the investor intentions (Latent Construct). Those items were selected from the
literature (Leong et al.’s., 2008; Sanjay and Lord, 1994; Fouad, A., 2015) in
analogy with the purchasing intentions, and after discussing it with experts
through focus group sessions.
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3.3. Factor Analysis for Data Reduction

The main objective of the factor analysis statistical technique is to reduce
dimensionality of constructs if possible, remove redundancy between measurements items
(instruments) in each construct, reveal patterns between set of measurements, in the case
of exploratory data analysis, and to determine what features are most important when
classifying a group of items. Beside some other feature of data screening and classification
problems. The following Table (1) presents the most reliable and valid items that measure
each construct the most, which includes factorloadings, Cronbach’s reliability coefficient
a, the explained variance, the average of each construct measured on 5 Likert scale, its
standarderror and the p-value of testing the mean rating of each construct to be 3.

Table (1): Factor Analysis for Data Reduction

Factor .o | Explained Average on 5 | Standard P-
Constructs Loadings Reliability Variance LikertScale Error value
Gov. provided Legal Practices (LP) 79.5% 71.092% 3.20 .084 .018*
Guaranteea Convenient
. 895
Currency Transfer policy
Providesa strong Property 895
Intellectual Protection law '
Providesa Low Taxpolicy 728
Gov. provided Human Development
practices (HDP) 92.5% 81.612% 3.46 0.000*
Provide soft skillsand 901
interpersonal skills '
Sponsortraining programs 906
Provide Vocational training is 896
available '
Provide Technical education 910
Gov. provided Financial practices (FP) 81% 72.680% 3.11 079 141
Tax exemption 911
Low personaltaxrates 844
Sector specific taxincentives 799
Cognitive Country Brand Image (CBIC) 83.8% 75.749% 2.96 074 0.611
The country iseconomically 894
stable '
The country provides high 899
quality products/services '
The country hasa high 815
Technology adaptation level '
Affective Country Brand Image (CBIA) 85.7% 77.862% 3.25 075 0.001*
I feelconfidentinvestingin 895
thiscountry '
I like to invest in this country 908
| feeloptimistic aboutthis
country 843
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Investing Intentions (1) 87.1% 80.139% 3.34 076 0.000*

Whenever possible, I consider
investingin Egypt
I would alwaysinvestin the
Egyptianproducts/services
I think it is time to investin 865
Egypt '
Over all Reliability 95.2%

e Meansthatthe difference betweenthe mean and 3 issignificantat @ < 0.05.

913

906

Presented in the above Table (1) are the most reliable and valid items to measure
each construct. The reliability of constructs range between 79.5% and 92.5 %, while the
overall Cronbach reliability coefficient a is 95.2%, which indicates strong case of intermnal
consistency between research items. The extracted (explained) variances range between
71.092% and 81.612%, which reflects an acceptable level of explained variances. Factor
loadings are the correlations between research items and the constructs, the lowest factor
loading is 72.8%, which shows strong correlations between items and the constructs they
represent.

3.4.The Fitted Model Analysis

Having reached the most reliable and valid items (instruments) to measure certain
construct as illustrated in Table (1), for each construct, we utilize LISREL software and
the structure equation modeling procedure to select the best fitted model against several
alternative accordingto several goodness of fit criteria. Including, the Normed Fit Index
(NFI)=0.94, Non-Normed Fit Index (NNFI) = 0.94. Parsimony Normed Fit Index (PNFI)
= 0.77, Comparative Fit Index (CFI) = 0.95, Incremental Fit Index (IFI) = 0.95, Relative
Fit Index (RFI) = 0.92, Critical N (CN) = 64.27. Root Mean Square Residual (RMR) =
0.077 (supposedly less than 6% but generally acceptable), Standardized RMR = 0.077,
Goodness of Fit Index (GFI) = 0.87 (supposedly 85% and above), Adjusted Goodness of
Fit Index (AGFI) = 0.81(supposedly 80% or above). Parsimony Goodness of Fit Index
(PGFI) = 0.58(see Hair et al. (2010), for details).
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Fig (4): The fitted Model

Considering the indirect effects, that exist within the proposed model; the following
could be noticed from the table above; CBIC has 37% significant positive effect on Il
(Intention to Invest) with p-value=0.000, which supports the direct relation stated in the
hypothesis H8. FP (and HDP has 15% and 16.8% significant positive effect on Il with p-
value = 0.022 and 0.020 respectively. On the other hand, conceming the LP, the analysis
reflectsa 10% insignificant effect of LP on Il (p-value =0.021) which asserts hypothesis
H1. FP has 15% significant positive effect on CBIA with P-value = 0.007, which supports
the direct effect of FP on CBIA hypothesized in H6. Along the same line, LP and HDP
has 14% and 12.5% significant positive effect on CBIA with p-value = 0.031 and 0.022
respectively. These results also support the direct effect of LP and HDP hypothesized in
both H2and H4. For more details see the path-analysis presented in Table (2).
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Table (2): The Path Analysis - Direct, Indirect and Total effect

Standard

T-

Ser. B value | Mean Deviation | statistics P-values | Significant
Direct 0.633 | 0.635 0.081 7.794 0.000 Significant

1. Indirect | CBIA -> || - - - - - -

Total 0.633 | 0.635 0.081 7.794 0.000 Significant
Direct 0.589 | 0.586 0.06 9.873 0.000 Significant

2 Indirect Sg’gle - - - - - -
Total 0.589 | 0.586 0.06 9.873 0.000 Significant
Direct 0.061 | 0.061 0.086 0.711 0.477 Insignificant

3. Indirect | CBIC -> 1l | 0.373 | 0.371 0.059 6.351 0.000 Significant
Total 0.434 | 0.432 0.065 6.65 0.000 Significant
Direct P> 0.082 | 0.088 0.084 0.974 0.33 Insignificant

4. Indirect CBIA 0.149 | 0.147 0.055 2.706 0.007 Significant
Total 0.232 | 0.235 0.104 2.222 0.027 Significant
Direct 0.254 | 0.253 0.093 2.717 0.007 Significant

5. Indirect EPBIE - - - - - -
Total 0.254 | 0.253 0.093 2.717 0.007 Significant
Direct - - - - - -

6. Indirect | FP -> 11 0.162 | 0.164 0.071 2.293 0.022 Significant
Total 0.162 | 0.164 0.071 2.293 0.022 Significant
Direct 0.119 | 0.115 0.082 1.451 0.147 Insignificant

7. [ndirect 25|PA-> 0.125 | 0.123 | 0.055 2.294 0.022 Significant
Total 0.244 | 0.238 0.102 2.835 0.017 Significant
Direct 0.213 | 0.212 0.093 2.290 0.022 Significant

8. Indirect EBDIFZ:_> - - - - - -
Total 0.213 | 0.212 0.093 2.290 0.022 Significant
Direct - - - - - -

9. Indirect | HDP -> 11 0.168 | 0.168 0.072 2.341 0.020 Significant
Total 0.168 | 0.168 0.072 2.341 0.020 Significant
Direct Lp.> -0.004 | -0.004 0.078 0.045 0.964 Insignificant

10. | Indirect CBIA 0.14 | 0.145 0.065 2.162 0.031 Significant
Total 0.136 | 0.141 0.109 1.255 0.210 Insignificant
Direct 0.238 | 0.245 0.103 2.317 0.021 Significant

- LP->

11. | Indirect CBIC - - - - - -
Total 0.238 | 0.245 0.103 2.317 0.021 Significant
Direct - - - - - -

12 Indirect | LP -> 11 0.101 | 0.104 0.074 1.359 0.175 Insignificant
Total 0.101 | 0.104 0.074 1.359 0.175 Insignificant

Means the effect is significantat a < 0.05
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4. Conclusion

The research proposes a conceptual model that contributes to the marketing literature
in general, and to the nation branding and destination management literature, in particular.
The model subject to the study investigates and acknowledges the link between the
‘government-provided practices in the legal, human development and financial aspects’
to ‘brand the country as a destination for FDIs’ with the ‘Intentions of the Investor’ to
invest in the country.

This influence is argued through the proposed conceptual model and is subject to
assessment through statistical analysis of the collected data and verifications of 11
proposed hypotheses. The argument subject to discussion throughout the research study
is the influence of the government-provided practices to brand the country as a destination
for FDIs on the investors’ intentions to invest in the country via the mediation effect of
the cognitive and affective country brand image.

The study also presents a reliable instrument for measuring the strength of the
government-provided legal practices; government provided human development practices
and the government-provided financial practicesto brand the countryas a destination for
FDls.

From atheoretical view point, the proposed model introduces three new constructs
to the marketing literature, the government-provided legal practices (LP), the government-
provided human development practices (HDP) and the government-provided financial
practices (FP). Thegovernment role and the government-provided practices were usually
discussed within literature in a qualitative aspect, but not measured and assessed
quantitatively. Therefore, this study is a contribution to the literature as the research
provides a standardized reliable and valid scale to measure the government-provided
practices to brandthe country as a destination for FDIs.

From a practical stand point, governments and policy-makers can use thisto assess
and measure the government provided practices among their countries and among various
industries in the same country, enable researchers and practitioners to compare the
government-provided practices and eventually benchmark these practices.

The practitioners will also set their priorities concerning distributing the allocated
resources on developing government-provided practicesand enhancing the cognitive and
affective country brand image per the figures showing the strengthand significance of the
relations hypothesized between all those variables. In real life, resources are scarce, and
decision-makers are always subject to optimization and setting priorities through their day
to day decision-making process. Hence, the research study provides an important
contribution to the existing country brandingand government practices.

This study provided evidence that the country brand image as both cognitive and
affective dimensions do affect significantly the investors’ intentions to invest in the

country. This result hasbeen acknowledged in many research studies, and was confirmed
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per the statistical analysis results concluded by the researcher in the Egyptian market as
well.
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