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Introduction

Since February 2022, the Russian goods market has been in collapse: numerous
international brands and manufacturers opting to withdraw from the Russian market
due to economic sanctions (Skorobogatykh et al., 2023). According to various estimates,
more than 500 businesses and brands from a variety of industries have reportedly made
the decision to exit the Russian market and halt operations (Minikhanova, 2022).

In the context of choosing the fashion industry in Russia, as an example, it is indisputable
that the fashion sector plays a significant role in the country’s economy. However, due to the
political and economic climate as well as the sanctions imposed, it presents some dangers for
already-existing foreign businesses in Russia (Korhonen, 2019). According to researchers,
given that it manufactures necessities the textile sector might be the most exposed (Loizou,
2019). Additionally, we decided to consider a representative of food and drinks industry.
This case is different, but it would allow us to analyze all the aspects from different angles.

We want to make a deeper research and find out whether it is better now or the
«original» product can never be replaced.

The originality of this research is that it addresses a rapidly developing area of research
that has received very little qualitative and quantitative attention to date, but which is
receiving a lot of media attention. Starbucks and LPP Group were chosen as examples —
one of the most famous brands of drinks and fashionable clothing.

The objectives of the study are to investigate and assess how the brands adapted to the
changes on the market due to the sanctions, and how the customers respond to such transition
and what is their attitude to the substitutes, using the example of FES Retail and Stars Coffee.
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The research question is formulated as follows: How has the perception of consumers
changed after the substitution of original brands to alternative ones?

This question suggests a study that examines firms that departed Russia and the
companies that took their place. To answer this question we have to investigate the
positions of both «original» and «alternative» brands on the market before and after the
special military operation, customers satisfaction and perception. We have to find out
whether the customers see a significant change in quality and price, as well as the overall
difference between brands.

Appropriate methodology will be employed to address these research topics, such as
a customer survey, case study and additional analysis of the findings using descriptive
statistics. The choice of qualitative and quantitative analysis allows us to conduct an
extensive study, considering both internal and external brand positioning.

By examining how these alternative brands navigate challenges in a post-sanction
environment, valuable insights can be gleaned for businesses operating in similar contexts.
This study contributes to the existing literature on international business, strategic
management by offering practical insights and actionable recommendations for companies
seeking to thrive in volatile markets affected by external factors such as sanctions.

In exploring the behavior of alternative brands on the Russian market and their
customers post-international sanctions, it is important to delineate the boundaries of this
study. The study will focus specifically on two key players in the market: FES Retail and
Stars Coffee. The study will not encompass a broad overview of all alternative brands in
the market, but instead, will delve deep into the two specific cases.

Literature Review

This paper is based on the three main topics: sanctions and corporate responses to the
Russian special military operation, brand awareness and consumer behavior.

Before the theoretical part of our work, we want to define the concept that we will talk
about throughout the work — alternative brands. By alternative brands we mean brands
that, due to sanctions, replaced brands that left the Russian market. The beginning of the
Russian—Ukrainian conflict led to the introduction of many sanctions towards Russia.
Many brands have decided to exit the market and sell their assets to other companies.
These companies still operate under the same principles as the brands that came before
them, that is why we decided to call them alternatives in our work.

Sanctions and Corporate Responses to the special military operation in Ukraine

Numerous scholarly works examining the aftermath of the Russia special military
operation (SVO) have been published since the conflict’s inception. Some research looks
at the business management, social, and environmental aspects of enterprises (Deng et al.,
2022), other investigations examined the response of the domestic stock market. In our work,
we will study the impact of conflict on the fashion and food industries and its consumers.

Geopolitical risk usually rises significantly when an armed war breaks out. Consequently,
there is a decrease in global financial flows, especially for nations that are actively embroiled
in conflict (Feng et al., 2023). Depending on whether a corporation is domestic or
international, there are significant differences in how they respond to the conflict.
If the company is from a nation where there has been an armed conflict, then these
businesses typically carry on despite economic uncertainty (Schneider, Troeger, 2006).
The management of international businesses has three primary strategic alternatives.
Firstly, a foreign business can carry on with business as usual without altering its approach
(Glambosky, Peterburgsky, 2022). Secondly, the management might choose to stop the
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business’s operations in Russia. However, this choice can have detrimental long-term
effects. Thirdly, managers may choose to wait to make a final choice in order to see how
the geopolitical and economic landscape evolves.

Brand Awareness

Our work is directly related to marketing and brand awareness. The study of brand
awareness dates back to the twentieth century. Scientists at that time understood this term
to refer to a particular corporation’s name, logo, and design (Kotler, 2000; Shoker, 1994;
Thakor, 1996). Nowadays, a brand is defined as an organization’s promise to a customer
to provide what the brand represents in addition to its name and logo (Aaker, 2014). More
specifically, brand awareness has become a big science, studying concepts such as brand
image, brand trust, brand loyalty, brand perception and much more. Brand image refers
to the symbolic meaning associated with particular brand qualities. According to Aaker
(1996), a positive brand image helps with brand positioning and defends companies from
competition. Brand trust is defined as the confident expectations of a brand’s dependability
and objectives (Delgado et al., 003). There is a similar concept with brand trust which is
called brand loyalty. Oliver R. L. (1999) identified brand loyalty as a deep-rooted desire
to continuously acquire or reuse a chosen product or service in the future.

Brand awareness benefits a firm in two ways: externally (towards consumers) and internally
(towards employees). Regarding the external side of advantages, Keller (1993) emphasized
that brand awareness may lead to favorable brand sentiment, and higher chance of brand
selection. According to Hoyer (1990), a customer may choose a brand they are familiar
with for the first time because they believe it is probably the best. Then, if the buyer likes
the brand’s product, he will continue to buy it, since consumers will have little incentive
to explore different brands. Creating loyal clients is a key feature of a good brand, which
can distinguish a brand from competitors if they behave strategically (Heskett, 2002). The
culmination of a customer’s emotions, encounters, and ideas regarding a good or service
is brand perception. Instead of what a brand claims to represent, it’s what consumers think
abrand stands for. To assess the perception of the brand by consumers, the company needs to
study three components of brand awareness: brand loyalty, brand recognition and brand trust.

There are various views on how brand awareness develops. Kevin Keller (1993) introduced
the initial theory, known as the network memory model. According to this theory, brand
awareness is determined by the strength of brand connections in the consumer’s memory.
Any characteristics, attributes, advantages, or impressions that consumers associate with
a brand might be considered associations (Keller, 1993).

In a highly competitive world, it is critical to invest in developing a strong brand. In
his theory of the Brand Equity Model (1993), Keller established that customers choose
select items connected with strong brands more because they regard them to be of greater
quality and dependable. One of the representatives of such spheres is fashion. According
to Kotler (2001), the factors affecting a consumer’s garment purchasing behavior can
be classified as personal, psychological, or cultural. Thus, brand awareness affects the
general awareness of consumers about the clothing brand, but the purchase of goods of
this brand depends only on the personal characteristics of a person.

Consumer Behavior

Consumer behavior refers to the selection, acquisition, and utilization of goods and
services by consumers to fulfill their desires. According to theory of buyer behavior
(Howard, Sheth, 1969), there are several steps that consumers go through when making
a purchase, including problem recognition, information search, evaluation of alternatives,
and purchase decisions. Food and personal hygiene goods are among the many other
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categories for which there is a short purchase cycle and frequent purchases. When a customer
begins buying a new product class, they lack experience and seek information to form
their opinions. Based on this information, they choose a brand that seems most likely to
meet their needs. If satisfied, they continue to select that brand, eventually establishing
a routine decision-making process after several positive purchases. Frequent shopping
suggests that the consumer has strong brand preferences. The main conclusion of the
Theory of buyer behavior (Howard, Sheth, 1969) is: «Much buying behavior is more
or less repetitive, and the buyer establishes purchase cycles for various products which
determine how often he will buy».

Scientists from various nations are studying how consumer and producer behavior
changed throughout the crisis. In line with (Nademi, Hassanvand, 2019), tightening
economic sanctions significantly lowers consumers’ purchasing power in the nation. The
image and just desirable items (for example, clothing and accessories) take a backseat as
the anxiety of making a purchase takes precedence. Academics in Russia claim that the exit
of foreign corporations has created a new market reality that allows for the employment of
creative marketing strategies, especially collaborations (Ochkovskaya, Terteryan, 2019).

As a result, the examination of literary sources demonstrates that, in the nations
experiencing challenging economic times, consumers are altering their buying habits,
forcing producers to modify their promotional tactics. Due to the fact that foreign brands
have chosen to halt operations, logistical and foreign trade opportunities are restricted
or terminated as a result of economic sanctions, Russian consumers’ purchasing power
is decreasing, or customers are unhappy that their preferred foreign brands have left, the
situation can be described as turbulent. This concept highlights the importance of studying
fashion consumer behavior and determining how well-suited it is to replace goods from
foreign brands that have decided to leave the Russian market.

Hypotheses formulation

The creation of hypotheses is predicated on the idea that an alternative brand’s favorable
attributes may positively impact consumers’ perceptions of the former brand. This research
aims to provide insight into the role of the previous brand in shaping the perception of an
alternative brand and to contribute to understanding consumer behavior in the context of
brand perception. Thus, three hypotheses were formulated to see the relationship between
examined variables and get a comprehensive overview to answer the research questions.

H1: Consumer loyalty to the previous brand has a positive effect on the perception
of an alternative brand.

H2: Brand recognition of the previous brand has a positive effect on the perception
of an alternative brand.

H3: Brand trust to the previous brand has a positive effect on the perception of an
alternative brand.

Methods and Data

Research design

To achieve the purpose of the study, namely hypothesis testing, we chose the quantitative
method of analysis as the main method. In order to identify the relationships and trends between
variables, this method is the most appropriate because it can be used to investigate a specific
problem based on the sample under study using statistical procedures (Creswell, 2014).

As an additional research method, we used a qualitative analysis method. In our case,
the qualitative analysis includes a case study that sheds light on strategic decisions and the
process of adapting brands to changes during sanctions (Schramm, 1971). To analyze the
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specifics of the situation that led LPP Group and Starbucks to decide to sell their assets,
as well as their strategies, we used a case study method using one type of case study. The
purpose of using case study is to provide a detailed and thorough study of each individual
case of the above-mentioned companies, which will allow us to compare these cases.

Sampling design

During the research, a survey was conducted to test hypotheses. There are two main
types of survey: questioning and interviewing (conversation). In our research, we use
questionnaires to interview as many respondents as possible. The main focus of the
questionnaire is not on one question, but on a sequence of surveys that correspond
to the overall goals of the study. There are many types of issues, including direct and
indirect, closed and open, short-term and many others. In our survey, we used all of the
above types of questions so that respondents would not get tired of answering questions
during participation and could provide more meaningful information, as well as for
a more complete interpretation of the results in the future. In our case, the survey is
used to collect data on consumer attitudes towards old and alternative brands for further
quantitative analysis of this data. The main purpose of our research is to ascertain how
much Russian consumers’ brand recognition, loyalty, and trust in new companies have
evolved from the country’s original offerings; how and to what extent (and whether at all)
the attitude towards the new brand depends on the attitude towards the original brand.
For this purpose, a questionnaire of 34 questions and seven blocks was developed. The
target audience of this survey is Russian citizens, but the gender and age restrictions of
the respondents are not specified. We did not impose any restrictions on participation, as
our goal was to study the general market conditions among consumers of all categories.

Data collection

The data collection process involved self-completion of questionnaires. The questionnaire
was pretested for validity and reliability. In order to do this, a small group of respondents
who are comparable to our study’s target population participated in a test. The pre-test
comments were taken into consideration when making the required modifications to the
questionnaire to guarantee its accuracy, clarity, and applicability.

The survey was distributed via Google online forms to sources who were Starbucks
and LPP Group customers without age restriction. The questionnaire was conducted in
the respondents’ native language (Russian). The sample was collected between March
and April 2024 and includes 108 respondents, after excluding incomplete answers and
respondents who do not meet the target characteristics. We provided our survey of
respondents via direct messages via various social platforms such as Telegram, VK and
Whatsapp, and the survey was also distributed in university course conversations.

In terms of ethical considerations, the researchers conducted their research according
to ethical guidelines. Prior to participation, survey respondents were told of the study’s goal
and their agreement was acquired. Anonymity and confidentiality were upheld at every
stage of the study to protect the participants’ privacy.

Questionnaire Development

As per the content, our survey is divided into seven sections: general questions,
questions about Starbucks, questions about Stars Coffee, questions about LPP Group,
questions about FES Retail, closing questions and demographic information. At the
beginning of the survey, it was necessary to get respondents interested in participating in
the study. To do this, we have developed a number of quick and easy questions about the
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research topic. Next are the parts specifically about the brands under study: Starbucks,
Stars Coffee, LPP Group and FES Retail. In these parts, we asked the respondents about
using these brands, enjoying their products, and other things. Each section included
five to ten questions, which provided us with a comprehensive view of the attitudes of
customers towards these brands. The final questions were created in order to relieve
tension among respondents after completing the survey and summarize the results. It
presented generalizing questions on both brands. The last part of the survey is called the
passport and includes basic information about the respondents. The questions are based
on scales adopted from previous research (Royo-Vela, 2022). A table including sample
questions from each section of the survey can be seen below (Table 1).

Table 1
Example of the questions used in the questionnaire
Part Example of questions
General How often do you visit coffee shops?
questions Is the brand important to you when buying clothes, shoes, and accessories?
Questions about Have you ever visited Starbucks in Russia before? Did you like Starbucks products?
Starbucks Did you know that Starbucks is currently represented in Russia under the Stars Coffee brand?
Questions about Have you already visited the new Stars Coffee cafe?
Stars Coffee What do you think has changed in Stars Coffee after the brand change? Do you recommend
Stars Coffee to your friends/relatives?
Questions about Have you visited Reserved, Cropp, House, Mohito, Sinsay brands before the sanctions were

LPP Group imposed?
Were you confident in the quality of LPP Group products?

Questions about Did you like RE, Cr, M, XC and Sin products if you have already visited these brands?
FES Retail When choosing clothes, would you prefer to go to the brands RE, Cr, M, XC and Sin or visit
other stores?

Closing questions | How did you react to the change of the Starbucks and LPP Group brands to Stars Coffee and
FES Retail?

What do you see as the main advantage of the old brands (Starbucks and LPP Group)
compared to the new ones?

Demographic Your gender Your age
information

The table shows the use of different types of questions to obtain more accurate data.
Brand awareness was assessed using multiple choice questions and yes/no answers. Most
of the survey was devoted to determining loyalty, trust and recognition, which used
questions with predefined answer options, as well as answers on the Likert scale.

Descriptive Analysis

Our survey collected responses from 108 respondents. As for the analysis, we used
the Stata program. At the beginning of the analysis, we analyze and summarize the data
obtained.

To conduct descriptive statistics, correlation analysis and regression analysis, variables
were used that reflected the concepts under study (brand loyalty, brand recognition
and brand trust) and their status relative to the Russian market (old brands that left the
market, new-alternative brands). These variables are based on relevant questions from
the constructed survey (Table 2). We attributed the questions that are reflected in the
«Questionnaire development» part to these concepts based on their definitions outlined
in the «Literature Review» part. The table below shows all the variables used and the
questions for which they were received, distributed in the appropriate cells.
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Table 2
Variables used in the analysis
Indicator Status Question Variable
Loyalty Old Are you ready to return to Starbucks and LPP Group if the LO 1
opportunity arose in the future?
How often did you consume Starbucks products before the LO 2
company left?
Did you like Starbucks products? LO 3
New If you have already visited Stars Coffee, did you like the products LN 1
of this cafe?
Choosing from the following cafes, which one are you most likely | LN_Stars, LN_Surf,
to go to? LN_Shokoladnitsa,
LN_Cofix, LN_other
Did you like the products RE, Cr, M, XC and Sin? LN 2
When choosing clothes, would you prefer to go to the brands RE, LN 3
Cr, M, XC and Sin or visit other stores?
Recognition | Old Which of the following cafes are familiar to you? RO_1
Did you know earlier that all the brands from the previous RO 2
question belong to one company called LPP Group?
New Did you know that Starbucks is currently represented in Russia RN _1
under the Stars Coffee brand?
Did you know that LPP Group stores (Reserved, Cropp, House, RN 2
Mohito & Sinsay) are currently represented in Russia under the
brands RE, Cr, M, XC and Sin (FES Retail company)?
Trust Old Were you confident in the quality of Starbucks products? TO 1
Were you confident in the quality of LPP Group products? T0 2
New Do you recommend Stars Coffee to your acquaintances/friends/ TN 1
relatives?
Are you sure about the quality of Stars Coffee products? TN 2
Do you recommend FES Retail brands to your friends/relatives? TN 3
Are you sure about the quality of FES Retail products? TN 4

The first step in the descriptive statistics is examining the respondents’ demographic

information.

1. Gender (Pict. 1). Our respondents were mostly women — 83,3%, men —

16,7%.

Done in Stata

Your |
gender (1- |
female, 0|
- male) | Freq. Percent Cum.
0 | 18 16.67 16.67
1] 90 83.33 100.00
Total | 108 100.00

Pict. 1. Data output on Gender
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2. Age (Pict. 2). Most of our respondents are represented in the second age
group, namely between the ages of 21 and 30 (63,9%).

Yourl
age | Freq. Percent Cum.
1| 25 23.15 23.15
Z2 1 69 63.89 87.04
3 ] 14 12.96 100.00
Total | 108 100.00

Pict. 2. Data output on Age
Done in Stata

Comparing age and gender, most of our respondents are women between the ages of
21 and 30 — 57 respondents. The second age category (21—30 years old) is also the most
popular among men — 12 respondents (Pict. 3).

Iout|
gender (1-|
female, 0| Your age
-male) | a | 2 3 | Total
0 | 4 12 2 | 18
1| 21 57 12 | 920
Total | 25 69 14 | 108

Pict. 3. Data output on comparing age and gender

Done in Stata

3. Income. Due to ethics, we did not ask the quantitative values of the
respondents’ income and used a scale in which the minimum value was 1 —
a difficult financial situation, and the maximum value was 5 — a very good
financial situation (Pict. 4, 5, 6).

How
would
you
rate}
your
financi
al
situati
on? | Freq. Percent Cum.
1 1 0.93 9.93
2 7 6.48 7.41
3 42 38.89 46.30
4 | 48 44,44 90.74
5 9 8.33 99.07
6 | 1 0.93 100.00
Total | 108 100.00

Pict. 4. Data output on Income

Done in Stata
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Your |

gender (1- | How would you rate your financial
female, 0 | situation?
-male) | 1 2 3 4 5 6 | Total
e | ] 2 9 - 2 0 | 18
1] 1 5 33 43 7 1] 90
Total | 1 7 42 48 9 E ) | 108

Pict. 5. Data output on comparing gender and income

Done in Stata

How would you rate your financial
Your

|
I
I situation?

age | 1 3 5 6 | Total
1 | 0 2 13 8 2 | 25
2 | 0 5 26 3 6 1] 69
3 1 0 3 9 1 Q| 14
Total | p ! 7 42 48 9 | 108

Pict. 6. Data output on comparing age and income

Done in Stata

4. Residence. Almost all the participants (Pict. 7) in our survey live in a
megalopolis — 97,2%.

Where |
do you I
live |
now? | Freq. Percent Cum.
1| 2 1.85 1.85
2 | 5 ) 0.93 2.78
3| 105 97.22 100.00
Total | 108 100.00

Pict. 7. Data output on Residence
Done in Stata

Summing up, on average, our respondent is a woman aged 21—30 years old, with
an above-average income and living in a megalopolis. As a result, our research is most
relevant for this category of Russian citizens.

Data analysis

We use logistic regression. Logistic regression is a type of regression in which we
evaluate the existence of a relationship between a binary dependent variable and several
independent variables. We use this particular method because we want to evaluate and
verify the relationship between a binary dependent variable and several independent
variables. In our work, we used ordinal logistic regression models, which are a type
of logistic regression in which a response variable can belong to one of three or more
categories, and there is a natural order between the categories.

Analyzing the data involved using a quantitative approach that involved the use of
descriptive statistics. To get an overall picture of how alternative brands are perceived,
we have developed six regression models (three models for each of the two brands Stars
Coffee and FES Retail). These regression models will allow us to either accept or reject
the hypothesis of the study. Logistic regression coefficients, however, are challenging to
interpret, as the effect is different in every point of the curve.
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Case Studies

This section is devoted to the first method of the research — case studies. This
method’s primary goal is to gather qualitative data regarding brand histories, activity in
the Russian market, and their responses to sanctions imposed as a result of the special
military operation in Ukraine. An important part of this section is the analysis of how
alternative brands were formed instead of the original ones (LPP Group and Starbucks),
and what their effectiveness is at the moment. To conduct the research, the following
methods will be used: official reports and documents containing economic data, firm
websites, news sources, journal articles, and scholarly study.

Case selection

Two cases will be analyzed during the case study: Starbucks Coffee Company and
LPP Group (clothes stores House, Reserved, Cropp, Mohito and Sinsay). To begin with,
we are considering the food and clothing retail industry in Russia, since these industries
are the most dependent on consumer demand and very sensitive to sanctions and other
restrictions (Collins, Burt, 2003).

LPP Group

In 2022, LPP Group announced its withdrawal from the Russian market. Due to the
Russian-social conflict, the retailer LPP decided to sell the Russian company. Previously,
LPP Group had great success in the Russian market, with 553 stores across the country.

LPP Group is a Polish company founded in 1991. The company creates, produces,
and markets apparel all over the world: the LPP retail network has more than 2,000 stores
in 26 countries.

The LPP Group started doing business in Russia in 2002. At the time of 2022, the
Russian market was an important part of the LPP Group and accounted for about 19%
of the company’s revenue ($3,4 billion).

The company declared on March 4, 2022, that it was withdrawing from the Russian
market as a result of more stringent sanctions imposed on Russia. Later it became known
that LPP sold its Russian assets for about $382 million to the Chinese consortium Far
East Services-FZCO (FES Retail), based in Dubai, with the possibility of repurchase by
the end of 2026. The parties to the agreement decided that instead of getting the right to
utilize the names and trademarks of LPP apparel brands, the buyer would buy the rights
to sell all goods owned by the Russian company.

Under new management, the LPP Group’s former outlets in Russia reopened by the
end of May 2022. Under the names RE, Cr, M, XC, and Sin, LPP Group stores can
now be found in Russian shopping malls, in compliance with the ban on the use of logos,
brand names, and trademarks.

LPPs’ overall revenue rose by 13% during the 2022—2023 fiscal year. Revenue in all
markets, with the exception of Russia, increased by 40,5% year-on-year. The market was
surprised by the success of LPP for its high revenue growth, which is due to the fact that
commodity prices have returned to historical highs. However, LPP Group’s successor,
Far East Services-FZCO, is not doing so well. According to estimates for 2023, the
company’s revenue fell compared to LPP Group in 2022 (before leaving Russia).

This shows that for large companies, leaving the market may not lead to a decrease
in financial performance, but on the contrary can be very beneficial. By leaving one
market, the company can fully concentrate on its other markets or even enter new ones
(LPP Group has stated that it plans to expand in Europe). This can lead to increased
profitability and growth.
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LPP’s approach to using the adopted liquidation strategy in Russia is in line with
their plans to focus on the European market, as confirmed by statements released by the
company in April 2022. However, the success of this strategy implemented in Russia and
its impact on the company’s future will be subject to further reflection.

Starbucks

Following the start of a special military operation in 2022, Starbucks Corporation
first declared that it had halted operations within the Russian Federation’s borders and
subsequently declared that it was finally leaving the Russian market.

The Starbucks chain was founded in 1971 in Seattle, Washington. The business was
started with a store selling coffee beans. In an effort to offer high-quality coffee, the partners
initially sold roasted Starbucks beans even before the iconic drink itself was brewed.

The first Starbucks restaurant appeared in Russia. In 2021, there were more than 100
Starbucks coffee shops in Russia, located in various cities. The Russian division accounts
for less than 1% of the company’s annual revenue.

On May 23, 2022, Starbucks came to the conclusion that it would fully leave the
Russian market due to a special military operation. As well as the obligation to rebrand.
Russian businessmen have changed the name from Starbucks to Stars Cafe, and the
company’s logo has also changed. Instead of a mermaid, you can now see a Russian
beauty in a kokoshnik. If we talk about gastronomy, Russian businessmen decided not
to focus only on coffee, but to add food and desserts of the restaurant level. Today, Stars
Coffee sells 28% of food — Starbucks sold only 18%. One of the co-owners of Stars
Coftee revealed the transaction price, which is 500 million rubles. According to him, in
January 2023, the indicators of Starbucks and Stars Cafe were equal, and in February
Stars completely overtook the «original brand».

In conclusion, even with the numerous evident distinctions and the significant,
occasionally unfavorable buzz around the new brand, the marketing strategy of the new
brand «Stars Coffee» corresponds to the development of the Starbucks brand in Russia,
which indicates the continuity of old and new brands.

Results

Correlation Analysis

Correlation analysis was the next stage of data analysis for the survey. We have
created two correlation matrices: the first one for old brands, and the second one for
new brands. This will allow us to assess the impact of variables on each other within the
same brand category (previous and alternative). Then we will compare the coefficients
of the two correlation matrices and identify the relationship between the old and new
brands.

The first correlation matrix is dedicated to old brands. We used variables for it:
LO I, LO 2, LO 3, TO 1, TO 2, RO_1, RO_2. Significant coefficients are marked
with stars, there were 3 of them in this matrix. The correlation between LO_2 and
LO_3 products is 0.4424, which indicates a moderate positive correlation. Also
with the LO_2, there is a weak positive relationship with the 70O 1 and is 0,1960.
A moderate correlation with a coefficient 0f 0,2739 exists between the LO ITand 70 1.
This suggests that the frequency of Starbucks visits is more related to whether the
consumer liked the products than to consumer confidence in the products. However,
in the case of the LPP Group, brand confidence has a greater impact on consumer
visits to stores (Pict. 8).
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101 1o-2 10.3 TO-1 TO-2 RO_1 RO_2

I
10-1 | 1.0000
0.2 | 0.1114 1.0000
L0_3 | 0.0684 0.4424x 1.0000
TO-1 | ©.1104 0.1960x 0.1293 1.0000
TO-2 | ©0.2739% -0.1701 -0.0875 ©.1892 1.0000
RO_1 | -0.0373 -0.0900 -0.0600 -0.0861 -0.1174 1.0000
RO_2 | -0.1280 -0.0682 ©.0121 -0.0351 0.0458 ©.0698 1.0000

Pict. 8. Correlation matrix for old brands

Done in Stata

For the second correlation matrix, variables LN I, LN Stars, LN _Surf, LN _
Shokoladnitsa, LN Cofix, LN other, LN 2, LN 3, TN I, TN 2, TN 3, TN 4, RN 1,
RN _2were chosen. There are a lot of significant coefficients in this correlation matrix,
we will analyze the most relevant ones for our study. The variables LN [ and LN _Stars
(0,4486), and LN _ 1w TN 2 (0,3277) have a moderate correlation, which means that
if a person likes Stars products, then he will go to this cafe and he is confident in the
products of this institution, and vice versa. At the same time, there is a connection between
which cafe he will go to. Correlation between LN _Stars u LN _Surfs — 0,3525, and the
correlation between LN _Stars and LN _Cofix is — 0,2169. This means that if a person
chooses Stars Coffee among the chain cafes, then he will not go to another chain cafe.
There are many correlations in the correlation matrix in terms of consumer loyalty, brand
trust and recognition with regard to the FES Retail (Pict. 9).

| LN_1 LN_Stars LN_SurfLN_Sh~a LN_Co~x LN_other LN_2 LN_3 TN.1  TN.2 TN TN_4 RN_1 RN_2

LN_1 1.0000
LN_Stars 0.4486% 1.0000
LN Surf | -0.8469 -0.3525% 1.0000
LN_Sh-a | -0.1251 -.1188 -9.2399= 1.0000
LN_Co~x | —0.8744 -0.2169% —0.4396+ —0.1471 1.0000
LN_other | -0.2055+ —8.1739 -8.3525« -0.1180 -0.2169+ 1.0000
LN_2 | -0.1505 ©.0325 -0.2279% —0.1482 ©.2311% 0.1267 1.0000
LN_3 | -0.8374 ©.0585 -0.1780 ©.0397 ©.2587+ —9.1390 ©.4326+ 1.0000
N1 0.4122+« 0.6925 -0.2915% —0.0612 -0.8431 -0.1556 0.0318 0.0120 1.0000
™ 2 ©.3277% ©.3801% -0.1727 8.1218 -9.1085 -8.1888 -8.8963 -0.8050 ©.5877x 1.8008
TN3 | -0.8753 ©.0965 -0.1215 -0.1366 ©.1938 -0.0499 ©.5297: ©.5702+« 0.1588 ©.0370 1.0000
TN 4 | -0.8327 -0.0276 -8.1707 ©.1030 ©.1710 -6.0120 0.3187: ©.5004% 0.0198 ©.1120 0.4861% 1.0000
RN_1 | ©.1740 —8.0629 ©.2548« —0.1706 -9.0068 -8.1572 —-0.1042 —8.1905% -0.1155 -0.1668 -0.2176% —0.1616  1.0000
RN_2 | -0.8976 ©.0888 -0.0143 -9.1554 ©.0497 ©0.8683 0.487%: 0.0771 ©.0490 -0.8839 0.2071s -0.0715 -0.0255 1.0000

Pict. 9. Correlation matrix for alternative brands
Done in Stata

The previous and alternative brands have the same moderate correlation between
whether they liked the products and the frequency of visits (LO_2and LO 3 — correlation
0,4424, LN 1and LN _Stars — correlation 0,4486, LN _2and LN 3 correlation 0,4326).
However, in the case of previous brands, there is either a weak connection or even no
connection at all with variables of brand trust and recognition. While alternative brands
have all the indicators interconnected. This leads us to the conclusion that people are
used to previous brands and their attitude towards them was formed only from their own
experience of interacting with these brands (they were not influenced by advertising and
they did not think about the quality of goods). As for alternative brands, people are only
beginning to research them, and therefore the influence of all factors, such as confidence
in product quality, brand marketing, on consumer perception can be traced.

Regression analysis

The brand perception consists of three components of brand awareness: brand loyalty,
brand recognition and brand trust. In order to get a broad conclusion on how alternative
brands are perceived, we developed six regression models (three models for each of the
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two brands Stars Coffee and FES Retail). In the first model, we study the influence of
variables on loyalty to an alternative brand, in the second model, the influence of variables
on brand trust is studied, and in the third model, the influence on brand recognition is
investigated. Detailed results of the regression models are given in the Appendix section.

We took the indicator P > |z = 0,1 as the significance level. If the coefficient is P > ||
is greater than 0,1, then this coefficient is not significant when confirming or rejecting
the hypothesis.

Brand loyalty of alternative brands

The first regression model was created to investigate Stars Coffee loyalty. We selected
the variable LN 1 as the dependent variable y since it is the most important indicator of
customer loyalty. The final model includes the following variables: LO_2, LO_3, TO 1
(see Pict. 10 for details). In this model the LO_3 variable turned out to be insignificant
in it, since P> |7l = 0,113, the other two coefficients are significant.

. ologit LN_1 LO_2 LO_3 TO_1

Iteration @: log likelihood = -45.337322
Iteration 1: log likelihood = -41.543428
Iteration 2: log likelihood = -41.480385
Iteration 3: log likelihood = -41.480263
Iteration 4: log likelihood = -41.480263

Ordered logistic regression Number of obs = 46
LR chi2(3) = 7.1
Prob > chi2 = 0.0523
Log likelihood = -41,480263 Pseudo R2 = 9.0851
LN_1 | Coef. Std. Err. iz P>|z| [95% Conf. Intervall
L0O_2 | -.7616522 .34087884 -2.23  0.025 -1.429585 —,0937191
L0O_3 | 1.818225 1.147174 1.58 0.113 -.4301945 4.066644
TO_1 | 1.13613 .6407896 1.77 0.076 -.1197948 2.392054
/cutl | -1.721145 1.318173 -4,304718 .8624268
/cut2 | .046796  1.289633 -1.580838 3.47443

Pict. 10. Regression model for Stars Coffee loyalty

The next stage of the regression analysis was odds ratio logistic regression (see Pict. 11
for details). Here, the 70O_ 1 variable has an odds ratio of 3,11, which means that if
a person is confident in the quality of Starbucks products, then the chance that he will like
Stars Coffee increases by 3,11 times. The final stage is the quantitative interpretation of
regression (see Pict. 12 for details). The LO_2variable is significant and has the following
coefficients: 1 (do not like Stars) indicator — dy/dx = 0,0750519, 2 indicator (like Stars
on average) — dy/dx = 0,0872093, 3 indicator (like Stars) — dy/dx=—0,1622611. From
this, it is possible to draw the following conclusions: an increase in the number of visits
to Starbucks by 1 visit leads to an increase in the probability that Stars = 1 = don’t be
liked by 7,5%; an increase in the number of visits to Starbucks leads to an increase in
the probability that Stars = 2 = be liked on average of 8,7%; an increase in the number
of visits to Starbucks leads to a decrease in the probability that Stars = 3 = will be liked
by 16,22%. Only one indicator is significant for the LO_3: 3 — dy/dx = 0,3873516. This
means that if a person liked Starbucks products, then this leads to an increase in the
probability that Stars = 3 = will be liked by 38,7%. The TO _1 variable is significant and
has the following coefficients: 1 indicator — dy/dx = —0,11195229, 2 indicator — dy/dx
= —0,130087, 3 indicator — dy/dx = 0,2420392. From this, the following conclusions
can be drawn: an increase in confidence in Starbucks products leads to a decrease in
the probability that Stars = 1 = will be not liked by 11,1%; an increase in confidence in
Starbucks products leads to a decrease in the probability that Stars = 2 = will be liked on
average of 13%; an increase in confidence in Starbucks products leads to an increase in
the probability the fact that Stars = 3 = will be liked by 24%.
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. ologit LN_1 LO_2 LO_3 TO_1, or

Iteration O: log likelihood = -45.337322
Iteration 1: log likelihood = -41.543428
Iteration 2: log likelihood = -41,480385
Iteration 3: log likelihood = -41,480263
Iteration 4: log likelihood = -41.480263
Ordered logistic regression Number of obs = 46
LR chi2(3) = 7.71
Prob > chi2 = 0.0523
Log likelihood = -41.480263 Pseudo R2 = 0.0851
LN_1 | Odds Ratio Std. Err. z P>|z| [95% Conf. Intervall
Lo_2 | . 4668944 .1591122 -2.23 0.025 .2394082 .9105385
L0_3 | 6.160911 7.867636 1.58 0.113 6503826 58.36077
TO_1 | 3.11469  1.995861 1.77 e.@76 .8871024 10.93593
fcutl | -1.721145 1.318173 -4,304718 .8624268
/cut2 | .946796  1.289633 -1.580838 3.47443

Pict. 11. Odds ratio logistic regression model for Stars Coffee loyalty

. margin,dydx(*)

Average marginal effects Number of obs = 46
Model VCE : 0IM

dy/dx w.r.t. : LO_2 LO_3 TO_1

1._predict : Pr(LN_1==1), predict(pr outcome(1))
2._predict : Pr(LN_1==2), predict(pr outcome(2))
3._predict : Pr(LN_1==3), predict(pr outcome(3))

| Delta-method
| dy/dx  Std. Err. z P>|z| [95% Conf. Intervall

Lo_2
_predict
il .8750519 .0366279 2.05 0.040 .0032625 .1468412
2 .0872093  .0420511 2.07 0.038 .0047906 .169628
3 -.1622611 .063541 -2.55 0.011 -.2867993 -.037723
Lo_3
_predict
1 -.1791646 .1167574 -1.53 0.125 -.4080049 .0496756
2 -.208187  .1394022 -1.49 0.135 -.4814104 .0650363
3 .3873516  .2309965 1.68 0.094 -.0653932 .8400965
To_1 |
_predict
1 -.1119522 .0660894 -1.69 0.090 -.2414851 .0175807
2 -.130087 .0772823 -1.68 0.092 -.2815575 .0213834
3 .2420392  .1255578 1.93 0.054 -.0040495 .4881279

Pict. 12. Quantitative interpretation of regression model for Stars Coffee loyalty

The next regression model was a model for studying loyalty to FES Retail. The
dependent variable y in this model has become the /n_contraditional FES variable, as
it is more significant for understanding consumer loyalty. As in the previous model,
the inclusion of all variables related to the LPP Group was not significant (there were
non-influencing variables and Prob > chi2 was greater than 0,10), therefore, in the final
model, the independent variablesare: LO I, TO 2, RO 2 (see Pict. 13 for details). In
this model, the LO 1 variable turned out to be insignificant, since P > |z] = 0,580, the
other two variables are significant. According to odds ratio logistic regression (see Pict.
14), the likelihood that someone would prefer FES Retail improves by 2,8 times if they
had prior knowledge of the LPP Group (RO 2 Odds Ratio = 2,868063). Additionally,
this analysis demonstrated that the likelihood that someone would prefer FES Retail
increased by 3,5 times if they had confidence in the quality of LPP Group products
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(TO_20dds Ratio = 3,486597). When interpreting regression quantitatively (see Pict.
15), the following findings are noted. For the variable RO _3uaau_npo LPPGroup, the
coefficient 2 (like FES Retail on average) is insignificant, the coefficient 1 (dislike
FES Retail): dy/dx = —0,216705; coefficient 3 (like FES Retail): dy/dx = 0,1955888.
This indicates that: (1) the probability that FES Retail will be not liked by consumers
decreases by 21,7% if they are aware of the LPP Group; and (2) the probability that
FES Retail will be liked by consumers increases by 19,55% if they are aware of the
LPP Group.

. ologit LN_2 LO_1 RO_2 TO_2

Iteration @: log likelihood = -113.84945
Iteration 1: log likelihood = -104.149
Iteration 2: log likelihood = -104.06785
Iteration 3: log likelihood = -104.06764
Iteration 4: log likelihood = -104.06764
Ordered logistic regression Number of obs = 104
LR chi2(3) = 19.56
Prob > chi2 = 0.0002
Log likelihood = -104.06764 Pseudo R2 = 0.0859
LN_2 | Coef. Std. Err. z P>|z| [95% Conf. Intervall
LO_1 | .3204821 .5784003 0.55 0.580 -.8131616 1.454126
RO_2 | 1.853637 .3998011 2.64 0.008 .2700412 1.837233
TO_2 | 1.248926 .4094816 3.05 0.902 .446357 2.051495
/cutl | .5735089 .5562259 -.5166738 1.663692
/cut2 | 2.06823  .5914081 .9090915 3.227369
Pict. 13. Logistic regression model for FES Retail loyalty
. ologit LN_2 LO_1 RO_2 TO_2, or
Iteration @: log likelihood = -113.84945
Iteration 1: log likelihood = -184.149
Iteration 2: log likelihood = -104.06785
Iteration 3: log likelihood = -184.06764
Iteration 4: log likelihood = -104.06764
Ordered logistic regression Number of obs = 104
LR chi2(3) = 19.56
Prob > chi2 = 0.0002
Log likelihood = -104.06764 Pseudo R2 = 0.0859
LN_2 | Odds Ratio Std. Err. z P>|z| [95% Conf. Intervall
L0 1 | 1.377792 .7969152 .55 0.580 .4434538 4.28074
RO_2 | 2.868063 1.146655 2.64 0.008 1.310018 6.279137
TO_2 | 3.486597  1.427697 3.5 0.602 1.562609 7.779526
/cutl | .5735089 .56622569 -.5166738 1.663692
/eut2 | 2.06823 .5914081 .9090915 3.227369

Pict. 14. Odds ratio logistic regression model for FES Retail loyalty

The final variable 70 2 also has only two significant indicators (Pict. 15), the average
indicator (2 — average like FES Retail) is not significant (P > |z| = 0,267). Analyzing
the results with this variable, it can be concluded that a person’s confidence in the
LPP Group’s quality results in a decrease in the likelihood that FES Retail will be not
liked = 1 = by 25,68% (dy/dx = —0,2568709); conversely, a person’s confidence in
the LPP Group’s quality results in an increase in the likelihood that FES Retail will be
liked = 3 =by 23,2% (dy/dx = 0,2318407).
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. margin,dydx(x)

Average marginal effects Number of obs = 104
Model VCE : OIM
dy/dx w.r.t. : LO_1 RO_2 TO_2
1._predict : Pr(LN_2==0), predict(pr outcome(®))
2._predict : Pr(LN_2==1), predict(pr outcome(l))
3._predict : Pr(LN_2==2), predict(pr outcome(2))
| Delta-method
| dy/dx Std. Err. z P>|z| [95% Conf. Intervall
Lo_1
_predict
o i -.0659146 .1187367 -0.56 0.579 —-.2986344 .1668051
2 .0064229 .0130488 9.49 0.623 -.0191523 .031998
3 .0594917 .1069805 0.56 0.578 -.1501862 .2691697
RO_2
_predict
4. -.2167051 .076849 -2.82 0.ees -.3673263 -.0660838
2 | .0211163 .020518 1.83 0.363 —-.0190982 .0613308
3 | .1955888 .0681514 2.87 0.004 .0620145 .329163
TO_2
_predict
-.2568709 .074161 -3.46 8.001 -.4022237 -.111518
2 .0250301 .0225677 1.11 0.267 -.0192018 .0692621
3 .2318407 .0690068 3.36 @.001 .0965899 .3670916

Pict. 15. Quantitative interpretation of regression model for FES Retail loyalty

Brand trust of alternative brands

The next step in analyzing the perception of alternative brands is to examine brand
credibility. For the first regression model in this field, dedicated to Stars Coffee, we took
the variable TN as the dependent variable I advise you to wait for Star Coffee. After
checking for the significance of the model, its final independent variables became LO_2,
TO 1, Your gender, How would you_rate your financial situation, TN 2 (Pict. 16).
The state of the model is estimated to be good (Prob > chi2 = 0,0000), but the variables
LO 2, TO_1, Your gender do not affect y (P > |¢| greater than 0,10). This indicates that
the attitude of consumers towards the previous brand does not affect the brand trust of
the alternative brand (in the case of Starbucks and Stars Coffee).

. logit TN_1 LO_2 TO_1 Your_gender How_would_you_rate_your_financial_situation TN_2, or
Iteration @: log likelihood = -51.861874
Iteration 1: log likelihood = -35.15693
Iteration 2: log likelihood = -32.444228
Iteration 3: log likelihood = -32.343088
Iteration 4: log likelihood = -32.342783
Iteration 5 log likelihood = -32.342783
Logistic regression Number of obs = 102
LR chi2(5) = 39.04
Prob > chi2 = 0.0000
Log likelihood = -32,342703 Pseudo R2 = 0.3764
TN_1 | Odds Ratio  Std. Err. z P>|z| [95% Conf. Intervall
Lo_2 | 1.379743 .4213637 1.05 0.292 .7583112 2.510436
TO_1 | 1.153153 .9093167 9.18 0.857 . 245852 5.408792
Your_gender | 1.843394  1.666063 0.68 0.499 .3135454 10.83767
How_would_you_rate_your_finan | 2.555359 1.21565 1.97 0.049 1.005804 6.492178
T™_2 | 28.089067 21.30351 4.40 0.000 6.353674 124.1937
_cons | 0004447 .0009933 -3.46 0.001 5.58e-06 .0354251

Pict. 16. Logistic regression model for Stars Coffee brand trust

To investigate the brand trust of FES Retail, the variable TN _4 was taken as y, as
independent variables were selected the following variables: LO 1, RO _2, TO 2 (see Pict. 17
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for details). The model is rated as good (Prob > chi2 = 0,0000), but LO 1, RO _2 do not
have a statistically significant relationship with the response variable in the model (LO_1
P >|z]=0,741, RO_2 P > |z| = 0,166). The TO_2 variable has a moderate effect on trust
in FES Retail, since P > |z| = 0,000. Odds Ratio coefficient of variable 7O_2 equals to
11,5561 (Pict. 18), which means that if people were confident in the quality of LPP Group
products, then the probability that they will be confident in the quality of FES Retail increases
11,5 times. The variable 7O 2 has a coefficient dy/dx = 0,3354949 (see Pict. 19), which
symbolizes the strong influence of confidence in LPP Group on confidence in FES Retail.

. logit TN_4 LO_1 RO_2 TO_2
Iteration O: log likelihood = -53.927634
Iteration 1: log likelihood = -43.382933
Iteration 2: log likelihood = -42.405193
Iteration 3: log likelihood = -42.39234
Iteration 4: log likelihood = -42.392323
Iteration 5: log likelihood = -42.392323
Logistic regression Number of obs - 100
LR chi2 (3) = 23.07
Prob > chi2 = 0.0000
Log likelihood = -42.392323 Pseudo R2 = 0.2139
TN_4 Coef. Std. Err. z P>z [95% Conf. Interxrval])
Lo_1 .3945076  1.195334 0.33 0.741 -1.948304 2.737319
RO_2 -.8217251 .5937262 -1.38 0.166 -1.985407 .3419568
To_2 2.447214 .6346487 3.86 0.000 1.203325 3.691102
_cons -2.720102 1.1512 -2.36 0.018 -4.976412 -.4637925
Pict. 17. Logistic regression model for FES Retail brand trust
. logit TN_4 LO_1R0_2 TO_2, or
Iteration @: log likelihood = -53.927634
Iteration 1: log likelihood = -43.382933
Iteration 2: log likelihood = -42.405193
Iteration 3: log likelihood = =42.39234
Iteration 4: log likelihood = -42.392323
Iteration 5: log likelihood = -42.392323
Logistic regression Number of obs = 100
LR chi2(3) = 23.07
Prob > chi2 = 0.0000
Log likelihood = -42.392323 Pseudo R2 = 0.2139
TN_4 | Odds Ratio  Std. Err. z P>|z| [95% Conf. Intervall]
LO_1 | 1.483653 1.773461 0.33 0.741 .1425156 15. 44552
RO_2 | . 4396725 .2610451 -1.38 0.166 .1373247 1.407699
TO_2 | 11.5561 7.334066 3.86 @.0e0e0 3.331176 49.08901
_cons | .065868 .0758272 -2.36 8.e18 .0068988 .628894
Pict. 18. Odds ratio logistic regression model for FES Retail brand trust
. margin,dydx(x)
Average marginal effects Number of obs = 100
Model VCE : OIM
Expression : Pr(TN_4), predict()
dy/dx w.r.t. : LO_1 RO_2 TO 2
| Delta-method
| dy/dx  Std. Err. z P>|z| [95% Conf. Intervall
Lo 1 | .0540841  .1638289 0.33 0.741 -.2670147 .3751829
RO_2 | -.1126524 .0779668 -1.44 0.148 —.2654646 .0401598
T0_2 | .3354949 .0627294 5.35 0.000 .2125475 4584424

Pict. 19. Quantitative interpretation of regression model for FES Retail brand trust
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Brand recognition of alternative brands

The last two regression models focus on brand recognition. In the first model studying
Starbucks and Stars Coffee, as the dependent variable was selected RN_ 1, as the independent
variables LO 2, LO 3, TO I were selected (see Pic. 20 for details).

. logit RN_1 LO_2 LO_3 TO_1

Iteration @: log likelihood = -28.203695
Iteration 1: log likelihood = -25.368497
Iteration 2: log likelihood = -24.722577
Iteration 3: log likelihood = -24.717197
Iteration 4: log likelihood = -24.717196
Logistic regression Number of obs = 104
LR chi2(3) = 6.97
Prob > chi2 = 0.8728
Log likelihood = -24.717196 Pseudo R2 = 0.1236
RN_1 | Coef. Std. Err. 2 P>|z| [95% Conf. Intervall
0_2 | 1.515366 .6970521 2+17 0.0830 .1491688 2.881563
0_3 | -1.21912 .9314375 -1.31 0.191 -3.044704 . 6064639
0_1 | -.4002486 7921842 -0.51 0.613 -1.952901 1.152404
s | 1.0883779 1.122282 0.97 0.334 -1.115853 3.28341

Pict. 20. Logistic regression model for Stars Coffee brand recognition

The variables related to the brand recognition of old brands were not included in
the final model due to the fact that they spoiled the quality of the model. The model is
significant because Prob > chi 2 =0,0728, however, the significant variable isonly LO 2
(P >|z| = 0,030). The other variables have a P > |z| coefficient greater than 0,10 (LO_3
P>z =0,191; TO_1P > |z=0,613). Odds ratio coefficient of variable LO 2 equals to
4,551086, which means visiting Starbucks earlier increases the chances of Stars Coffee
recognition by 4,55 times (Pict. 21). In quantitative interpretation (Pict. 22), this variable
has a coefficient dy/dx = 0,0993017, which indicates that an increase in the number of
visits to Starbucks by 1 unit leads to an increase in the probability of knowing about Stars
and Starbucks by 9,93%.

. margin,dydx(x*)

Average marginal effects Number of obs = 104
Model VCE ¢ OIM
Expression : Pr(RN_1), predict()

dy/dx w.r.t. : LO_2 LO_3 TO_1

Delta-method

|

| dy/dx  Std. Err. - P>|z] [95% Conf. Intervall
Lo_2 | .0993017  .0485148 2.85 0.041 .0042144 .194389
LO_3 | -.0798888 .0618194 -1.29 0.196 -.2010526 .041275
TO_1 | -.0262282 .0519737 -0.50 0.614 -.1280949 .0756384

Pict. 21. Odds ratio logistic regression model for Stars Coffee brand recognition
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. logit RN_1 LO_2 L0_3 TO_1, or

Iteration @: log likelihood = -28.203695
Iteration 1: log likelihood = -25.368497
Iteration 2: log likelihood = -24.722577
Iteration 3: log likelihood = -24.717197
Iteration 4: log likelihood = -24.717196
Logistic regression Number of obs = 184
LR chi2(3) = 6.97
Prob > chi2 = 0.0728
Log likelihood = -24.717196 Pseudo R2 = 0.1236
RN_1 | Odds Ratio Std. Err. z P>|z| [95% Conf. Intervall
Lo_2 | 4.551086 3.172344 2.17 0.030 1.160869 17.84214
Lo_3 | .2954901 .2752305 -1.31 0.191 .0476104 1.833935
TO_1 | .6701534 .5308849 -0.51 0.613 .1418619 3.165794
cons | 2.955827 3.31727 8.97 0.334 «32763567 26.66655

Pict. 22. Quantitative interpretation of regression model for Stars Coffee brand recognition

The latest regression model examines the brand recognition of FES Retail. The
variable y in the model is RN 2, the independent variables after the validity tests of the
modelbecame LO 1, RO_2, TO 2, How_would you rate your financial_situation (see
Pict. 23 for details). The model is significant and has good quality (Prob > chi2 = 0,0064).
The only variable affecting the dependent variable is RO_2 (P > |z| = 0,005), the other
variables are not valid: LO_1(P >|z]=0,226), TO_2 (P >|z|=0,134), How_would you
rate_your financial_situation (P > |z| = 0,333). Odds Ratio coefficient of RO 2 equals
to 7,254354 (Pict. 24), which symbolizes that consumer awareness of the LPP Group
increases the chances that the consumer will know about FES Retail by 7,25 times.
The coefficient dy/dx of the variable RO 2 equals to 0,3249102 (Pict. 25), which also
confirms the importance of the recognition of the previous brand on the perception of
the alternative one.

. logit RN_2 LO_1 RO_2 TO_2 How_would_you_rate_your_financial_situation

Iteration 9: log likelihood = -58.482855
Iteration 1: log likelihood = -51.817455
Iteration 2: log likelihood = -51.32738
Iteration 3: log likelihood = -51.324958
Iteration 4: log likelihood = -51.324957
Logistic regression Number of obs = 104
LR chi2(4) = 14.32
Prob > chi2 = 0.0064
Log likelihood = -51.324957 Pseudo R2 = 0.1224
RN_2 | Coef. Std. Err. z P>|z]| [95% Conf. Intervall
LO_1 | .8509375 .7028743 1.21  0.226 -.526670@8 2.228546
RO_2 | 1.981662 .7889139 2.80 0.8e5 .5921562 3.371048
TO_ 2 | .814682 .5434845 1.50 0.134 -.2505281 1.879892
How_would_you_rate_your_finan | . 3033695 .3136116 0.97 09.333 -.3112979 .918037
|

_cons -1.464406  1.393696 -1.65 0.293 -4.196001 1.267188

Pict. 23. Logistic regression model for FES Retail brand recognition
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. logit RN_2 LO_1 RO_2 TO_2 How_would_you_rate_your_financial_situation, or

Iteration @: log likelihood = -58.482855
Iteration 1: log likelihood = -51.817455
Iteration 2: log likelihood = -51.32738
Iteration 3: log likelihood = -51.324958
Iteration 4: log likelihood = -51.324957
Logistic regression Number of obs = 104
LR chi2(4) = 14,32
Prob > chi2 = 0.0064
Log likelihood = -51.324957 Pseudo R2 = 0.1224
RN_2 | Odds Ratio  Std. Err. z P>|z| [95% Conf. Intervall
Lo_1 | 2.341841 1.64602 1.21 0.226 .5905678 9.286353
RO_2 | 7.254354 5.142713 2.80 0.005 1.807882 29.109
TO_2 | 2.258457 1.227437 1.50 0.134 .7783896 6.552798
How_would_you_rate_your_finan | 1.354415 4247603 0.97 0.333 . 7324956 2.50437
_cons | .2312152  .3222438 -1.805 0.293 0150557 3.550855

Pict. 24. Odds ratio logistic regression model for FES Retail brand recognition

. margin,dydx(x*)

Average marginal effects Number of obs = 104
Model VCE : OIM
Expression : Pr(RN_2), predict()

dy/dx w.r.t. : LO_1 RO_2 TO_2 How_would_you_rate_your_financial_situation

| Delta-method
| dy/dx  Std. Err. z P>|z| [95% Conf. Intervall

Lo_1 | .1395226 .1125796 1.24 0.215 -.0811294 .3601746
RO_2 | .3249102 .10408548 3.12 9.ee2 .1209665 .528854
TO_ 2 | .1335781 .0859345 1.55 @.120 —-.08348505 .3020066
How_would_you_rate_your_finan | . 0497415 .0507466 0.98 0.327 -.04972 .149203

Pict. 25. Quantitative interpretation of regression model for FES Retail brand recognition

Results of hypothesis tests

Based on the obtained regression models, we are able to make inferences regarding
our hypotheses. For hypothesis testing, we took that variables that have the indicator
—0,2 < dy/dx < 0,2. This is due to the fact that we have many indicators and we take
those that have a greater impact on y.

Hypothesis 1 held that Consumer loyalty to the previous brand has a positive effect
on the perception of an alternative brand. Only one variable is statistically significant in
this case% LO_3 (3) dy/dx = 0,3873516. This result confirms the hypothesis and suggests
that if a consumer liked Starbucks product, then the probability that they will be loyal to
Stars Coffee increases by 38,7%.

Hypothesis 2 predicted that Brand recognition of the previous brand has a positive
effect on the perception of an alternative brand. This hypothesis would be supported by
a significant effect of variables RO _1and RO_2on the perception of Stars Coffee and FES
Retail. This indicates that the likelihood that the person will not be loyal to FES Retail
decreases by 21,67% and the likelihood that they will be aware of FES Retail increases
by 32,49% if they have prior knowledge of the LPP Group.

Hypothesis 3 suggests that Brand trust to the previous brand has a positive effect on
the perception of an alternative brand. The findings show that a person’s likelihood of
remaining loyal to Stars Coffee rises by 24,2% if he was previously confident in the quality
of Starbucks products. Furthermore, the likelihood that an individual will remain faithful
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to FES Retail rises by 23% and the likelihood that he would trust FES Retail rises by
33,5% if the consumer previously trusted LPP Group.

Conclusion

In this study, an analysis of perception of alternative brands by Russian consumers
after the imposition of sanctions, using the example of two cases: Starbucks Corporation
(and the Stars Coffee brand) and LPP Group (and FES Retail) was made. However,
alternative brand did not radically change the positioning or product line, but became
the «continuing» of the original brands. The main goal was to find out how the departure
of the original companies affected the perception of new brands: Stars Coffee, Re, Cr,
M, Sin and XC among consumers. In order to receive complete and coherent results the
most suitable tool of survey was chosen. We took into consideration the sample size of
108 respondents living in Russia and analyzed their responses using regression model.

Based on the results received, we arrived at the conclusion on how factors such as
brand loyalty, brand trust and brand recognition to the original brand affect the perception
of alternative brands. All three factors are found to have a positive relationship with the
brand perception.

Through a brand perception survey and subsequent analysis of its results, it was revealed
that despite the idea of succession promoted by new companies, brand loyalty and trust
has become lower than that of the original brands. Despite lower level of customer
satisfaction in some aspects, people are still more likely to react to the alternative brand
positively, because of the great reputation and positioning as a strong company of their
predecessors. In case of Re, Cr, M, Sin and XC brands, the likelihood that an individual
will remain faithful and that he would trust FES Retail rises, if the consumer previously
had positive associations and experience with LPP Group. The same can be concluded
about Stars Coffee: positive attitude towards Starbucks Coffee results in the fact, that
customers are more likely to have a positive perception of its alternative.

The results of this study have great importance for both domestic and foreign companies
operating in the Russian fashion and food industry. As foreign companies leave the Russian
market, local companies have the opportunity to gain market share and increase their
brand awareness. However, for foreign companies that remain in the Russian market,
it is extremely important to adapt their branding strategies to the conditions of the local
market in order to maintain brand awareness and loyalty to it.
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