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Product-harm crisis is a well-publicized event where a product is defective. Building on shifting standards theory and research on

consumer perceptions of global and local brands, we investigate how consumers’ evaluations of product-harm crises or product

failures for global and local brands differ following company responses to the crisis.
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ExTENDED ABSTRACT
Consumers have subjective judgment standards, beliefs, and ex-

pectations as they evaluate different product groups. Their judgment 
standards determine the expected performance level of a product, 
and hence affect evaluations. In this paper, we investigate the effect 
of shifting standards on consumer evaluations of local and global 
brands, specifically when there is a product-harm crisis. 

A product-harm crisis can be defined as “a well-publicized 
event where a product is defective or even dangerous” (Dawar and 
Pillutla, 2000). It has been shown to affect the long-run quality per-
ceptions of a company, and can tarnish a company’s reputation, cause 
market share and revenue loss, and eventually destroy brand equity 
(Heerde et al., 2007). Corporate response is a crucial determinant 
of the impact of a product crisis on consumer beliefs that constitute 
brand equity. A product-harm crisis need not inevitably be detrimen-
tal to the company. A company may emerge stronger after a crisis if 
it responds quickly and effectively to maintain consumer confidence 
in the brand (Dawar and Pillutla, 2000). Building on shifting stan-
dards theory from the social psychology literature, we hypothesize 
that effective response strategies differ for local and global brands 
and investigate the most effective strategies for both. 

Literature on global and local brands suggests that consumers 
may prefer global brands to otherwise equivalent local brands since 
global (as opposed to local) brands are associated with higher lev-
els of quality, prestige and status (Steenkamp et al., 2003). On the 
other hand, there is evidence documenting a home country bias for 
local brands based on ethnocentric desires to boost local economies 
or better customization (Papadoupolos et al., 1990). Local brands 
have also been associated with feelings of tradition, nationalism and 
patriotism. Such disparate prior belief structures may result in the 
shifting of standards with which consumers evaluate global versus 
local brands. Prior expectations work as a decision heuristic in the 
interpretation of a product-harm crisis (Darley and Gross, 1983). 
Selective information processing occurs and consumer expectations 
provide a buffer for brand equity against the firm’s failure to respond 
effectively and consumers interpret new information in line with 
their prior beliefs (Dawar, 1998). Using a series of two laboratory 
experiments, we demonstrate that different consumer perceptions 
regarding global and local brands lead to different expectations and 
shifting standards of evaluations for these global and local brands. 

Study 1 focuses on the context of single incident product fail-
ures to test our underlying contention that consumers may be subject 
to shifting standards when evaluating global versus local brands. A 
laboratory experiment demonstrates that consumers have higher ex-
pectations of product performance for global brands and that their 
negative reaction after a product failure would be stronger for global 
brands compared to local brands. It also shows that consumer evalu-
ations after a product failure would be mediated by consumer expec-
tations and that the mediating effect of the expectations would be 
moderated by cosmopolitanism (consumer identification with global 
or local culture). We find that higher expectations for global brands 
have possible negative effects on brand preference, and that this 
negative effect is less for individuals with higher cosmopolitanism, 
compared to those with lower cosmopolitanism.

Study 2 focuses on the context of a major product-harm crisis 
and explores different consumer reactions toward global and local 
brands based on how the firms respond to the crisis. How a com-
pany responds (whether it takes the responsibility or whether it of-
fers compensation) in case of a product failure is a critical modera-
tor regarding the damage to customer evaluations. Our second study 
demonstrates that consumers have different evaluations for (global 
vs. local) brands in terms of taking responsibility and compensating. 
When a global company declares no responsibility and does not pro-
vide compensation after a product-harm crisis, consumer evaluations 
are impacted less in comparison to local brands. As consumers have 
higher quality associations with global brands, they have a tendency 
to trust global brands and attribute the responsibility to third parties 
when the global brand declares no responsibility. However, when a 
global brand declares full responsibility and compensates, it is not as 
positively evaluated as a local brand, especially by consumers with 
low cosmopolitanism. When consumers identify themselves with 
the local culture, they feel more attached to the local brands and the 
compensation offered by the local brand has more positive effect on 
evaluations, when compared to global brands.

Accordingly, our combined set of results demonstrate that con-
sumers have different expectations and hence shifting standards 
when evaluating global versus local brands, specifically when there 
is a product failure or a more massive product-harm crisis. We fur-
ther show that their evaluations are affected differently following 
the specific responses of the firms to the crisis and in line with their 
level of identification with global or local consumer culture. As such, 
building on the shifting standards theory from social psychology, our 
research contributes to the work on product-harm crisis and global 
and local brand preference within consumer behavior, and have im-
portant implications for managers.
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