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Organization of the Paper

This study comprises five chapters in total, witha@ter One being the introduction and
Chapter Five the conclusion. The three chaptetsfofiaw the introduction and precede the
conclusion constitute the literature review, theearch methodology, and the core analysis.
They are the chapters in which a wide and detgledentation of brand extensions along
with a framework that shows consumers’ attitudemiation toward brand extensions,
explanation of the research methods employed, tatidtgcal analysis of the data takes place.
The introductory chapter contains background of $hedy, statement of the problem,
research questions, objectives of the study, relea&wypotheses, definition of terms,
significance of the study, delimitations of thedstuand limitations of the study. The second
chapter takes us through review of pertinent litea on brand extension and consumers
evaluation of brand extensions. The third chapsecancerned with the research design,
method of data collection, sampling design, andyaisa The fourth is about the conclusion,

recommendation, managerial implications, and futasearch recommendations.



Abstract

In developing and introducing a new product to arkeg there is an evident possibility that
the new product may or may not be accepted. Thigtgdin has made many firms in the
world engaged in a struggle to overcome the unaatathrough brand extensions. In
Ethiopia, there are domestic firms involved in prothg products by means of this strategy
and again there are lots of firms that import extedh brands and sale in the domestic
market. Despite this, a lack of study around hoes¢hextensions are being evaluated by
consumers has been noticed. Again, researches ctawlso far around the world addressed
the issue with brands of all types of products Services, FMCG, & Durable Goods. This
study therefore is conducted to touch the untoueed of interest and makes a conclusion
of how Ethiopian consumers’ evaluate brand extarsitsom the perspective of durable
goods market. Five hypotheses were developed atetitto find out the relationship between
consumers attitude (dependent variable) and Pamrand Reputation, Perceived Fit
between the parent and the extended brand/produadtDifficulty of producing the extension
(independent variables). The subjects achieved btatstical formula (115) and used as a
sample for the study were undergraduate regulasisesstudents of Addis Ababa University
School of Commerce. The data collected from theougfh a questionnaire was analyzed via
correlations and multiple regressions by using IBMSS. V.21. Concerning the findings, all
independent variables were confirmed significantl gmmedictors of favorable consumers’
attitude except substitute that resulted with a atieg correlation coefficient that may

indicate the reverse.

Key words: Brand extension, attitude, parent bragputation, perceived fit, difficult,
correlations, multiple regression
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CHAPTER ONE: INTRODUCTION

1.1.Background

With the aim of reducing costs of introductory afallow-up marketing programs and
avoiding costs of developing a new brand as noteldller (2003), brand extensions have
become prevalent. According to him, brand extensimurs when the parent brand is used to
enter a different product category from that cullyeserved by the parent brand (Keller,
2003). The motivation behind brand extensions ssiia@ed that what a consumer knows and
prefers about a brand can be transferred to thepneduct consequently leading to favorable
associations, reduced perceived risk, and extemsioceptance. Some brands, Tauber (2014)
stated, are extended just to save money that woelldeeded to establish a new brand. In
other instances, companies want to stretch a dtaad many categories as possible in hopes
of just adding sales. So the rationale for an esttanis that the contribution of the brand

name to the extension will be positive.

A strong brand name that is used on new produdeases the probability of this new
product being accepted because it bears a namadwlreell-known and offers what
consumers expect. Brand extension makes the nadugrrotroduction less costly and easier
as consumers can easily recognize the brand. In4Aedition of their book Kotler and
Armstrong (2012) mentioned that brand extensioregi® new product instant recognition
and faster acceptance and saves the high advgrtissts usually required to build a new
brand name. In the marketing of products therdtena challenge faced by many producers.
Difficulty of obtaining distribution channels thaifll carry their brands is the one. Aaker and
Keller (1990) remarked that a new brand alwaysdsrisome risk in terms of the cost of
introducing a new brand in some consumer marketsvare extensive and aggressive use of
promotions by established firms. According to Ke([2003) again, brand extension is aimed
at increasing the probability of gaining distrilmuti and trial, reducing risk perceived by

customers, and increasing efficiency of promotiangdenditures.

In spite of what has been discussed, several uassitt extensions have been observed over
the past years in the world. This increase in the of already established brand names to

introduce a new product and the question of whmdirffail when using extended brands for

2014 1



CONSUMERS EVALUATION OF BRAND EXTENSIONS: DURABLE GOODS MARKET

growth has drawn a significant attention to sevezakarchers worldwide recently. Because
extension failure has a potential to create a megatciprocal effect to the original brand and
the company, many studies are being conducted ifigusn distinguishing consumers

evaluation of extensions. This is because, Aak&reder (1992) commented, the presence of
one unsuccessful extension from the high qualitye corand is enough to tarnish the

credibility image of the company to the detrimehswbsequent extension evaluations.

Consequently, Aaker and Keller (1990) conductedeaploratory study to find out how
consumers actually evaluate brand extensions whigghset in US. This study put forth an
attitude-based model. This model of Aaker & Kel{@®90) outlines how consumers form
attitudes that serve in the evaluation of extersmymposed of variables termed parent brand
quality, fit between the parent brand and the esitem and difficulty of making the
extension. Fit constitutes other three dimensiamfonents which are Transfer,
Complement, and Substitute. Consumers’ attituden fitwen on has been focused. Smith and
Park (1992) have also formulated parent brand atjout that serves in the evaluation of
consumers’ attitude but has received lesser attensio far. This variable has been
conceptualized as a combination of a) product gudl firm’s marketing activities and c)
acceptance in the market place (Jalees and Alg20arconi (2001) pointed out reputation

as a cumulative, taking into account how peopleetmregard an entity over time.

Services, durables and FMCG/ Fast Moving Consunu&xd& of real or hypothetical brands
have been considered together in many of the resesr Regarding the findings of the
original study by Aaker and Keller in the US (199B)ey did not find support for the first
variable parent brand quality hypothesized as [pwn relationship with consumers’
favorable attitude toward extended brands. Transfed Complement showed more
importance as predictors while Substitute was cowd to be less important. The last
variable Difficulty of making the extension was alsupported. Reputation was also
confirmed to have positive relationship with congush attitude.

Concerning brand extensions in Ethiopia, the maikdilled with several extended brands
both domestic and foreign by means of either linecategory extensions. Whether it be
manufactured within or outside and imported, botaysvconsumers attitude toward the
extension and the parent brand is undeniably as®oCiwith consumers’ extension

evaluation influencing their purchase intensionisTis emphasized by the Czellar (2003)
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statement that brand extension attitude leads tacrete consumers’ behavior in the
marketplace in terms of intentions, choice, anceagpurchase. The use of same brand on
existing product for a new product in a differeategory increases the rate of acceptance and
purchase intention of consumers (Utama, 2013).

To be successful in the marketing of these prodilnes, marketing/brand managers need to
have access whereby they can ascertain how of ocwrsuattitude toward their extensions
actually is. They need to have clear informationgluts to make decisions with regard to
developing or/and marketing of new products. Braryk and Alba (1994) stated that brand
extension is inherently a managerial topic. Niool{2001) also explained that brands have a
life of their own and yet always reflect the attiés, strengths, and skills of their managers.
So the more tangible information is available abbatv consumers may perceive new
products with established brand names, the moreagexs will adequately be equipped with
strengths and necessary skills. Then, through bextehsion strategies managers can save
cost and reduce risks associated with new prodietelopment. Despite this, it can be said
that how consumers in Ethiopia evaluate brand extes has not drawn attention to

researchers so far and is an area of interest wigieds a research.

With this in mind, the purpose of this study waterdependent on two perspectivasfind

out the extent to which positive attitude formatisrexplained and predicted by the variables
(parent brand reputation, perceived fit between tthe product classes, and difficulty in
designing and making of the extension) thereby andhe question of how extensions are
evaluated by Ethiopian consumers in the Durable dSomarket. This will provide
manufacturers and marketers with the knowledge tathmuvital conditions consumers tend
to accept about extended brands. As a result caegaran design strategies accordingly
and benefit from market opportunities. Regarding riirethodological techniques, correlation
and multiple regression analysis were applied. Emigbled to identify which variables are

significant in predicting a favorable consumersitadle.
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1.2. Statement of the Problem

There are a number of brand extensions widely abkilin the market in Ethiopia but then
again there is a deficiency of researches in tba &8 show how consumers evaluate them.
This becomes a problem since it is obvious thasdheonsumers are users of products
available in the market where a single brand cariobed on different products that are
whether produced domestically or a number of imgmbrproducts from abroad. Hence,
beyond financial capability to produce or importesmsions, a firm is expected to have a
knowledge acquired through a reasoned study ash@t whe consumers’ need and real
inclination is with respect to extensions. A de&iyethe company alone to grow sales volume
through extensions does not yield success as Bukd Zealley(2006) remarked in that
extensions shall be rooted in consumer needs. $hisvs thatthe understanding and
knowledge of how consumers evaluate extensionsshrajmagers to be conforming to what
consumers actually need before taking any stepthele firms are to success with their
extension building strategy or sales of new pragluatowing how these consumers evaluate
these extended brands matter. Kotler and Armstr(#@l2) stated that building and
managing brands are perhaps the marketer’'s mosiriem tasks. If it is so, brand extension
decision is crucial to the manager. This can furtleeemphasized by Aaker & Keller (1990)
statement that the brand extension decision isegfically critical to an organization and this
decision usually involves an important strategiowgh thrust. Brand extensions bring up
strategic questions such as its appropriatenessa toompany’s corporate structure,
applicability of capital resources, and ability pérsonnel in the new market as noted by
Boush and Loken (1991). But beyond that, successnanufacturing and marketing
extensions can further be associated with brandetiag managers knowledge with respect
to how possibly consumers will form mental reacsidn the new extension subjecting its

success to doubt. This mental reaction is thaidtiused to evaluate extensions.

So basically where there are no implications ahéopossible attitude consumers may have,
there is no a certain ground for marketers to ptedhether the extension they are to produce
or import and sell will be favorably evaluated abd a success. This is because brand
extension decision is a very critical decision sinas Aaker & Keller (1990) commented, if

the judgment about extensions is wrong, substatitr®d and resources are lost, and other

market opportunities may be missed.
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Regardless of this, except a research made orcedmvand extension by Demlie (2012), the
research area is deprived of the attention it shbale received. It is pointed out (Degu and
Yigzaw, 2006) that whether a problem requires mnetedepends on conditions such as a
perceived difference or discrepancy between whet &nd what it should be. For what it

should be, there should have been researches doiie @rea but as for what it is only one

related research is conducted.

The other issue is that of the studies made s@irfeluding Aaker and Keller, 1990) which
were done with FMCG, Durable Goods, and Servicasds/products together. That means
the findings obtained by a FMCG and Services expanisave been generalized to extensions
of durable goods. These are two different markétsrev different consumer perceptions may
exist since a good that does not quickly wear odtyelds utility over time and a good that
can completely be consumed in one or two uses raalfferent. The authors that formulated
the variables (Aaker & Keller, 1990) carried ougeithresearch in a comprehensive manner
with twenty different brands as stimuli (from FMCe&&rvices, and durables) and generalized
the findings to all. Researches that came out #fieem about brand extensions and consumers
evaluation were with the same nature. What theeotrstudy sought to find out was
consumers’ attitude measured from durable goodsppetive only to specifically be

generalized to durable goods only.

1.3. Research Questions

1. Can parent brand reputation be used to predinsumers’ attitude toward extended
brands?

2. Does the existence of fit between the two prodilasses help to predict consumers’

attitude toward extended brands?

3. Are brand extensions into categories that areepesd to be difficult to make the new

product useful in predicting consumers’ attitudedod extended brands?

4. Can useful managerial implications be offereth\his research?

2014 5
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1.4. Objectives of the Study
* General Objective

The researcher's overall objective in carrying dbis study is to establish a
comprehensive understanding of the way Ethiopiamsemers of the Durable Goods

evaluate brand extensions

» Specific objectives of the thesis are to:

v" Find out the extent to which parent brand reputatian be used to predict favorable
extension evaluation.

v" Find out the extent to which perceived fit can sedito predict favorable extension
evaluations.

v" Find out the extent to which the difficulty involdén producing the extension can be
used to predict favorable extension evaluations and

v' Come up with some significant managerial implicasio

1.5. Research Hypotheses

Five hypotheses were designed for a test withifidependent variables termed Parent Brand
Reputation, Complement, Substitute, Transferabiatyd Difficulty. The dependent variable
was Attitude. The researcher began with the idaattrere might be a positive relationship
between these variables and Ethiopian consumeitics toward extensions. The variables
except the parent brand reputation are developesbhkgr & Keller (1990). They formulated
three variables named Parent Brand Quality, PezdeRit, & Difficult. In a research they
conducted, they did not find support for the vdeaParent Brand Quality to have any
relationship with consumers’ evaluation of branteasions. The variable resulted to be non-
significant in their study. Perceived Fit and Ditflty were supported. Instead of parent brand
quality then, parent brand reputation is takertter purpose of this study. This is because in
addition to the point made, according to JaleesAdin(2008); Hem, Chernatony, and lversen
(2001), parent brand reputation is a result of éhcembinations; parent brand quality
perception, marketing activities of the firm ane tbarent brand’s acceptance in the market.
Tauber (2014) stated that having a great qualibyealis not enough for an extension. He
remarked that in addition to quality brands shelestended when they are well-known, have
high awareness and a good reputation. Naturalgodgeputation” is considered to be a core

2014 6
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issue (Branders Group, 2011). Brands with higheceeed reputation tend to provide
consumers with greater risk relief and so encouragee positive evaluations than brands of
lower reputation (Binh, 2010). Further, Marconi @29 pointed out reputation as a
cumulative, taking into account how people comeeggard an entity over time.

For the reason that parent brand reputation is etgtained by parent brand quality along
with other important perspectives that are brigflyicated above, the variable termed Parent
Brand Quality was omitted and replaced by a vagiagdimed Parent Brand Reputation.

Reputation of the Parent Brandthe tendency consumers accept extended brandsekas b
advanced to be based on the belief that a parandhperceived to have reputation for its
quality will lead to associations that the extendselw product will also own same
characteristics. Brand reputation has been statéerims of consumer perception of quality
associated with a brand (Aaker and Keller, 199@pWRation of the parent brand is important
since it appears that a firm is only as good ala#iistransaction or two according to Milewicz
and Herbig (1994). Perceived reputation is onehef ¢élements believed to be the means
consumers use to evaluate brand extensions bettasgeputation is not built overtime but
through a longer period of time that creates a tpesiattitude in consumers mind. A
product’s failing reputation can cause customerceams about the company and its other
products. So the reputation element (Heding, Krerdend Bjerre, 2009) requires more focus
on the long-term interaction between the brandtaecconsumer. When a parent brand has a
reputation, consumers are expected to favor thended brand. The following hypothesis is

SO proposed;

H1. The higher the parent brand is perceived to heamutation the more it is associated

with positive attitudes toward the extension.

The extent to which the two product classes aregeered to be fit:fit is consumers’
perception of similarity between the product catggd the extension and that of the parent
brand (Ramanathan, 2013). A particular interestbess devoted to the concept of perceived
fit or similarity of the original and extension jphact. This variable has been conceptualized
in many studies. As to Aaker & Keller (1990), peveel fit is defined in terms of three

dimensions which are transfer, complement and gutest
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Complement:is about the extent to which the parent and thensbed brand in the two
product classes can be used jointly in some usiawggtioens. This refers to whether the two
product classes have some product features tha s@awmehow a complementary nature.
From this the following hypothesis will be tested;

H2. Consumers’ attitude toward an extension is favi@athen the two product classes have

a complementary nature.

Substitute:refers to the extent to which the two product stgsare substitute in that the one
can replace the other in certain usage situatibis. is to say that the extension can be used

in place of the parent brand product and vice vérea hypothesis we have is;

H3. Consumers’ attitude toward an extension is fav@athen the two product classes have

a substitute nature.

Transfer: the extent to which skills, assets and faciliggd in making the original product
can be transferred in manufacturing the new produrensfer refers to the perceived ability
of any firm operating in the first product classmiake a product in the second product class.
The basic assumption with this is that extensiooeptance is higher when there is a
perceived fit in terms of transferability betwedre tparent brand and the extension. This is
about the extent to which common manufacturing oathand expertise is involved (Aaker
& Keller, 1992). So the hypothesis developed fis it

H4. When there is a relationship between the two prodiasses in terms of transfer,

consumers’ attitude toward the extension is pasitiv

The difficulty in designing and making the new pradt/extension: this implies the

assumption that an extremely easy-to-make extension average less likely to be accepted
than other extensions. Difficult refers to how aamers will evaluate brands with respect to
'the concept of not being extended into categoriesrevthe designing and making of the

extension is viewed as too easy. The following higesis is proposed from this;

H5. The relationship between the difficulty of makthg product class of the extension,
difficult, and the attitude toward the extensiopdsitive.

! H5: Adapted from Aaker & Keller (1990)

2014 8
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1.6. Definition of Terms:
Parent brand:an existing brand that gives birth to a brand resiten (Keller, 2003)
Extended branda new product introduced with an established doreame (Keller, 2003)

Brand extensionis when a current brand name is extended into mewaalified products in

a new category (Kotler and Armstrong, 2012)

Attitude: refers to a complex mental state involving beliafel feelings and values and
dispositions to act in certain ways. This is ogeratlized in this study as the perceived
overall quality of the extension and the likelihoafdtrying the extension (Aaker and Keller,
1990)

Reputationrefers tothe belief or opinions that are generally held dllbe brand. Reputation
is as a cumulative, taking into account how peamene to regard an entity over time
Marconi (2001).

Durable goods:durable goods or a hard good is a good that doeguiokly wear out, or
more specifically, one that yields utility over g#mather than being completely consumed in
one use. Durable products are products used ovextamded period of time and normally
survive for many uses (Kotler, Wong, Saunders, Amaistrong, 2005). Sikkim Manipal
University (2009) explained Durables as refrigerator, TV setshing machine, car, clothing
etc. Russel, (2010) again defined durable goodgoads that are purchased infrequently as
opposed to Non-durable goods which are consumelupts that are normally consumed in
one or a few uses and purchased frequently. Threseaamally used over and over again —
such as a car, a refrigerator, a camera, clothirfgpasehold tools such as a pair of scissors.
Dwivedi (2009) also classified durables goods asallle consumer goods and producer
durable goods where he stated durable consumersgaodlothes, shoes, house, furniture,

refrigerators, cars, cell phones, etc.

1.7. Significance of the Study

The theoretical significance offered by this reskas via the tested theory and model which
dealt with brand extension evaluations and attitdidlenation by combining a theory
developed by two scholars. So this research cane#bto the literature in the field by
examining the subject with two different theoriesa durable goods market only, and from
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Ethiopian consumers’ viewpoint. Beyond the theacsdticontribution, practical managerial
implications that will create opportunities forrfis are provided as well. This topic being
studied, as a result, benefits firms who are in@dlwith durable goods and are concerned
with building extensions or are engaged in impgrtend selling extensions. The study
attempted to cover the deficiency of studies indtea wherein it can serve as a reference and
paves the way for further studies. Overall, decdisiaking is the most risky aspect when it is
specifically about whether proceeding with an egiem concept or not. So this thesis
facilitates the decisions to be made and providedegjically vital points organizations can

refer.

1.8. Delimitations of the Study

This study is delimited to

First, subjects used as a sample are from Addis Ababeetsiily School of Commerce who
are regular undergraduate students. The reasamsiiog undergraduate students is primarily
their representativeness of the broad populatiah aotessibility to deal with the time and

cost constraints.

Second,actual parent brand with which consumers are famdnd have full information

about along with a hypothetical extension is comsd.

Third, the brand chosen for the research is from Dur@bleds only, i.e. Services and FMCG

brand extensions are not included.

1.9.Limitations of the Study

The first limitation of this study is that only angle parent brand and extension are
considered as stimuli which might lead subjectsdtely centralize their responses on the
stimuli. This may limit its generalizablity to othdurable goods brand extensions. Substitute
for instance, has been found relatively less ingyarthan the other three dimensions in many
of previous researches including Aaker and Kell&90) and even was not supported at all
in some others. But this may be, according to Bartge and Venkateswarlu (1999), due to

the limited number of brand extensions of substingture used as stimuli.
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Second, only three major variables (parent bramditegion, perceived fit, and difficulty)
were considered in the current study even thougrethre several other variables that can be
included. Despite the fact that these are the fnequiently addressed variables in previous
researches, generalizing consumers’ evaluation fieese perspectives only may also limit

the findings.

Third, hypothetical extensions were considered tetrKeller's (1990) criteria. This may
also be the limitation for this research since comars attitude may differ to extensions that
actually have existedvlao, Mariadoss, Echambadi, and Chennama(20il1) pointed out
that characteristic of the extension marketing pogplays a role in consumers’ attitude.
Furthermore, Keller and Aaker (1992) stated th&drmation that consumers have about the

extension may facilitate inference-making and poedonore favorable evaluations.

Fourth, the stimuli taken are a Suit with a hyptta extension Shoe. Whether such goods
are durable or not have been an issue about whifghesht scholars have made comments
that reflect different views. This initially seemsaking the findings less generalizable to
other durable goods. The researcher however, ieatgh available resources (some are
cited under the definition of terms, ch. 1) andrfdwut that the goods are not in fact FMCG
but rather as indicated by Dwivedi (2009) more emsdurables or durables, particularly
with respect to the stimuli. Because the Suit &ed3hoe by their very nature are expected to
last years and people don’t usually consider pwicigaa suit and the shoe that goes along
with it frequently. Many goods such as shoes amtholg classified as nondurables have
characteristics of durables (Engel and Wang, 20H)thermore, the items in the
guestionnaire (Q4, Q6, Q8, Q10, and Q12) could soamehelp to take respondents’
attention from the stimuli and guide to look at amamprehend the meaning from durable
goods perspective as a whole. Responses are ghireayh questions that particularly ask
about the stimuli and responses obtained througlstopns that ask about extensions as a
whole. This may help to deal with the first limitat as well and enhances the findings

generalizability to other durable goods.
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CHAPTER TwO: REVIEW OF RELATED LITERATURE

2.1 Brand Definition

The word ‘brand’ is used by firms around the waridbrder to identify their offer from the
offers of others. This ‘brand’ has been define@ alstinguishing name and/or symbol (such
as a logo, trademark, or package design) intenalédentify the goods or services of either
one seller or a group of sellers, and to differetithose goods or services from those of
competitors (Marconi, 2000). American Marketing éagtion in 1960 as referred by Keller
(2003), is a name, term, sign, symbol, or designa @ombination of them, intended to
identify the goods and services of one seller ouprof sellers and to differentiate them from
those of competition According to him, brand mafgrdéo a physical good, a service, a store,
a person, a place, an organization, or an ideand3ralifferentiate companies and products
from their competitors.

In the definition Heding et al. (2009) provide, theand is linked to the identification of a
product and the differentiation from its compettathrough the use of a certain name, logo,
design or other visual signs and symbols.

2.2. New Products, Brand Development, and Brand Eghsion

Table 2.1Asnoff’s four product-market strategies

Presproduct New puatl

Present market | Market Penetration Strategy| Product Development Strategy

New market Market Development StrategyDiversification Strategy

Source: Fundamentals and Practice of Marketingy Wgilmshurst & Adrian Macay (2002)

The above table shows the options/sources org@msatcan employ. According to

Wilmshurst and Mackay (2002) product developmerdtstyy is when a company develops
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new products or services (or ‘enhancements’), kedats existing products to serve new
markets. There is a risk with this strategy — neadpcts require investment and learning
new markets. Finding new distribution channels aéxpires investment. Overall, there is a

risk, i.e. the money involved.

Within the concept of new products, how buyers diean buying new products has been put

in a process of five stages (Kotler and Armstr@,2):

AwarenessThe consumer becomes aware of the new producabks information about it.
Interest:The consumer seeks information about the new ptoduc

Evaluation: The consumer considers whether trying the new pmiothakes sense.

Trial: The consumer tries the new product on a small goal@prove his or her estimate of

its value.
Adoption: The consumer decides to make full and regular titgeeacnew product

The concept pertinent to this study can then becdes at this point i.e. the new product
option where the firm develops a new product withvidhout the current brand that the firm
is known for. New product introductions are oftatalvto the long run success of the firm
(Keller, 2003). However, as Russell (2010) statedh a failure rate upwards of 80%,
managing new product development is both costlyreky. This is true especially when the
new product is totally new in terms of its brandnea According to him new products and
new brands are the growth engine of every sucdessitketer. So any firm that wants to
develop a new product may opt to implement Pro@stelopment Strategy from among the
four strategic options either creating a new brandising the existing brand for the newly
developed product. Using the existing brand referthe term to be discussed next which is
Brand Development. The point here is that a compaagufactures a product or a service
and gives a particular brand name in one of the$oof brands as defined by the American
Marketing Association with the aim of identifyingé differentiating it from other products.
When the brand becomes valuable in terms of uneggenstrength, and reputation, the
opportunity for growth of the brand through diffeteneans becomes apparent.

Tauber (1988) stated extension capitalizes on ¢inepany’s most valuable assets- its brand
names. He added that the company moves into a aggary from a position of strength.
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This strength can be of the immediate consumer eavesis and impressions communicated
by the brand. Brand development might be requirdetrwthe market and the general
environment require it. Heding et al. (2009) noaddut this by stating that extensions can be
used to underpin and develop the brand to meet ehatkanges. The consumers’ buying
decision in the five stages of new product adoptiba desire for information about the new
product in the awareness and interest stage magabsfied by the already available
information about the parent brand and also thailikod for trial may be influenced by the
presence of the parent brand name.

When taking the new product development strategy wkisting brand name, it is very
helpful to see Kotler and Armstrong’s (2012) bramelelopment matrix. In their 14th
edition, they pointed out four choices a company inadeveloping brands. It can introduce

line extensions, brand extensions, multibrand,eav hrands.

Table 2.2: Brand Development Strategy

Product category

Existing New

Brand name

Existing| Line Extension Brand extension

New MultiBrand New brands

Source: P. Kotler & G. Armstrong, Principles of Meting (2012)

Line extension®ccur when a company extends existing brand namasw forms, colors,
sizes, ingredients, or flavors of an existing piidiategory. A company might introduce line
extensions as law-cost, low-risk way to introduce new products. iODmight want to meet

consumer desires for variety, use excess capacigimply command more shelf space from
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resellers. This method can be used to deal witlasiins that evolve with changing needs.
Examples could be cited of soups coming into d#ferflavors, biscuits in different tastes

and packs, and detergents in powder and liquidgorm

Multibrandsarewhen companies market many different brands invargproduct category.
Multibranding offers a way to establish differeetfures that appeal to different customer

segments, lock up more reseller shelf space, goidreaa larger market share.

New Brandsa company might believe that the power of its taxgsbrand name is waning, so
a new brand name is needed. Or it may create @reavd name when it enters a new product
category for which none of its current brand naraes appropriate. For example, Toyota

created the separate Scion brand, targeted towidleshnial consumers.

Brand Extensionswhere growth is sought through brand extensionis itsaid that the
company extended a current brand name to new offisgroducts in a new category. A
brand extension gives a new product instant retiognand faster acceptance. It also saves
the high advertising costs usually required to dwl new brand name. When a brand
introduces a new product under their brand namis,ishreferred to as a brand extension
(Russell, 2010). This strategy can be used to w#hlsituations that offer an opportunity to
enter a new market altogether. E.g. manufacturepsiaes getting into milk and yogurt, tea
getting into soups, chocolate getting into ice orend cameras into photocopying machines
etc. brand-extension strategy offers many advastayevell-regarded brand name helps the
company enter new product categories more easilyt agves a new product instant
recognition and faster acceptance. Extending braadgake several forms in all are referred
to the brand extension (Kotler, Wong, Saunders,/Aanustrong, 2005).

Brand extensions are used for different reasonmeSbrands as Tauber (2014) stated are
extended just to save money that would be neededstablish a new brand. In other
instances, companies want to stretch a brand toaay categories as possible in hopes of
just adding sales. The rationale for an extensahat the contribution of the brand name to
the extension will be positive. The critical questihere is the extent to which the brand
name can provide a point of differentiation, inehgla quality association (Ducham, 2014).
Companies can also reduce risk through this styat®gnd extensions allow companies to
leverage the equity to in already established braathes, and thereby reducing risk

associated with launching new products (Phang, 2004is book 2003, Keller mentioned
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that brand extension is when a firm uses an estai brand name to introduce a new
product. According to him a brand extension capo &ks called sub-brand when a new brand
is combined with an existing brand. When the brghes birth to a brand extension it is
referred as parent brand. When the parent braasisigciated with multiple products through

brand extensions it is called a family brand.

Brand extension can be broadly classified into ¢@oeral categories (Keller, 2003):

* Line extension: the parent brand is used to branéva product that targets a new
market segment within a product category curresgilywed by the parent brand. A line
extension often involves a different flavor or iedrent form or size, or a different
application for the brand.

» Category extension: the parent brand is used ter entdifferent product category
from that currently served by the parent brand dginosirategies can be categorized
according to whether they involve existing or nemwstomers or markets a brand
extension gives a new product instant recognitiuch faster acceptance. It also saves

the high advertising costs usually required todaihew brand name.

The use of same brand on existing product (pareantd) for a new product in different
category (extension brand) increases rate of newephance and purchase intention to
consumer (Utama, 2013). According to him, the sgggtmaintains efficiencies on advertising

and promotion expenditures.

2.3. Types of Brand Extensions

Tauber (2014) classified seven types of brand sxtes firms can apply. Some of them
share the basic idea of the dimensions of fit dgyed by Aaker & Keller (1990) about how

consumers evaluate brand extensions:

1. Same products in a Different Forone of the simplest ways to leverage a productanto
different category is to change its form. If it$and, make it a beverage. If it's frozen, offer
it shelf stable. Similar products in a differentrfofrom the original parent product. An
example is (frozen) Snickers Ice Cream Bars. Thegira Snickers bar is a shelf stable
candy. The brand extension is a similar product, ibua different form. Jell-O Portable

Pudding and Pudding Cups is Jell-O pudding in fediht form and section of the store.
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2. Distinctive taste/Ingredient/Component in thevngem an alternative to offering a new
form of an existing product is to take an ingretliencomponent of the product a firm owns
and make it part of an item in a different categdhen a brand “owns” a flavor, ingredient
or component, there may be other categories whamsueners want that property. Peanut
butter is a characteristic ingredient in Reese’anBe Butter Cups candy. Chocolate is a
characteristic ingredient of Hershey. Brand ExtemsResearch identified Reese’s Peanut
Butter as a logical extension that capitalizes s association. Research also suggested
Hershey chocolate milk.

3. Component Product$Some brand extensions are a “natural” companiateéoproducts

the company already makes. Some products are ughdotihier products. These natural
companions lend themselves to leverage in the athtrgory. E.g. Coleman is primarily
known for its camping stoves and lanterns but ssgfadly moved in to tents and other

camping gear that go along with the stove.

4. Same Customer Franchisgtany brand extensions represent a marketer'stéffosell
“something else” to its customer base. In effdufs ts a strategy to leverage the consumer
franchise. This works particularly well when thatstomer base is large and to some extent

captive. VISA launched travelers checks directedistaredit card customers.

5. Expertise:over time, certain brands may gain a reputationhBving an expertise in a

given area. Offering extensions in a category whamesumers believe you have special
knowledge or experience. BIC was an expert in padigble plastics and offer disposable
lighters and razors. What brand comes to mind wherthink of baby products? — Gerber.
As a result of this acceptance of their expertieey successfully launched Gerber Baby
Powder, Gerber Baby Bottles, etc. Sara Lee is knfowrbaked desserts, so why not other

baked goods like bread.
6. Benefit/Attribute/Feature Ownehltany brands own a benefit, attribute, or featued tfan
be extended. E.g. Ivory is mild and people wantil shampoo when they use it daily-

hence ivory shampoo.

7. Designer Image/Statu€ertain brands convey status and hence create ageifior the
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user. Brands can offer status and hence creatmagei for the new item and its user. E.g.
Puke frozen desserts are fancy. Designer clothabglé have been extended to furniture,
jewelry, perfume, cosmetics, and a host of otteeng. Some brands promote a lifestyle and
can extend to items that people “wear,” as a baafg&lentifying themselves with that

lifestyle.

8. Vertical extensionssome brand extensions are vertical extensionshat whey currently

offer. A brand can use their “ingredient/compondmgtitage to launch products in a more (or
sometimes less) finished form. Nestlé’s Toll Hows®colate refrigerated cookies is an
example. Most Toll House chocolate chips are usetbokies, so why not make a brand of
Toll House chocolate chip cookies. Mrs. Fields Qeskwere ready-to-eat. They offered

frozen cookie dough, moving backwards as a verégtnsion. Rice Krispies has always

been used in kids' treats. Kellogg offered Ricespigs Treats ready-to-eat.

2.4. Why Extensions Are A Very Useful Strategic Opons:

Extensions as Aaker (April 5, 2012) are usefuldifferent reasons:

First, an extension can enhance the brand asswatither than detract from it

Second, an extension that is successful can previdegy, visibility, and momentum

Third, customers are capable of having brand péoep that are different in different
product contexts

Fourth, product relevance should not be affectedrbgxtension

Finally, if there is a perceived risk to the bramdsub brand can serve to provide some

distance

2.5. Advantages and Disadvantages of Brand Extensio

The other fundamental reason behind the usefulnfdssand extensions may also be to seize
the advantages the strategy is associated withselhdvantages have been described by
Keller (2003). They can broadly be categorized lassé¢ that facilitate new product

acceptance and those that provide feedback betefit® parent brand or company as whole.
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Advantages associated with facilitating new brand eeptance

Improve brand image

Reduce risk perceived by customers

Increase the probability of gaining and trial

Increase the promotional expenditures

Reduce costs of introductory and follow-up markgimograms
Avoid cost of developing a new brand

Allow for packaging and labeling efficiencies

Permit consumer variety-seeking

Advantages associated with providing feedback ben&f to the parent brand and

company

Clarify brand meaning

Enhance the parent brand image

Bring new customers into brand franchise and irszenarket coverage
Revitalize the brand

Permit subsequent extension

Advantages described by Tauber (2012):

Identify logical new product possibilities

Capitalize on the paid-for equity in establishedrna names

Enable a company to enter new categories at signifiy lower cost

Reduce the risk of failure given the already estakd awareness and trust

Create a positive synergistic effect with the afincies of umbrella branding and
advertising

Reinforce the consumers’ perceptions of the pareartd name

Bring news to existing brands when there is otisFwothing new to say about them

This strategy though is not without pitfalls at laicause brand extension has disadvantages
well (Keller, 2003).
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Disadvantages associated with brand extensions

Can confuse or frustrate consumers

Can encounter retailer resistance

Can fail and hurt parent brand image

Can succeed but cannibalize sales of parent brand

Can succeed but diminish identification with any @ategory
Can succeed but hurt the image of parent brand

Can dilute brand meaning

Can cause the company to forgo the chance to deeetew brand

2.6. Ten Principles of Good Brand Extensions

Tauber (2014) summarized brand extension researnteé$ias identified 10 principles that

characterize a GOOD brand extension. These prexi@tcording to him are useful in order

to increase the probability of extension success.

1.

Brand should not be extended unless they are welvk, have high awareness and a
good reputation among the new target market.

Brand extensions must be a logical fit with constgnexpectations.

Brand extensions must have leverage in the newgegte a transfer to the new
product of a distinctive property associated wite parent brand that gives the brand
extension an edge in the new category. The tesst knowing the brand name,
customers of the new category should be able tatifgenhy they might prefer the
new brand extension to existing competition.

Brand extensions that could create confusion oregative image for the parent
should not be undertaken.

Brands that consumers use synonymously with a eate@eneric) should not be
extended to other categories.

Brand should not be stretched to too many diveategories risking dilution in the
long run. (There are cases, however, where a bdominates a modest sized
category and has no room to grow. In these insgnttee upside potential of
extending is worth the risk of dilution — e.g., ABrHammer.)
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2.7.Brand Extension Success

Volckner and Sattler (2006) pointed out five essiieterminant factors for brand extension

success among the vast presence of potentiallyriarosuccess determinants which are Fit,

Marketing support, Retailer acceptance, Parent doraonviction, and Parent-brand

experience.

Fit between parent brand and extension prodégipropriate selection of the parent
brand and extension product category can direfibcifit. Extension advertisements
can also increase the salience of crucial brandcadsons that help consumers infer
extension features and benefits and thus undersiandan extension fits. Consumers
will likely infer judgments of fit and consistenayhen an advertisement illustrates

how parent-brand attributes improve the extensiahibty to provide benefits.

Parent-brand conviction and parent-brand experiendhough extension products
do not guarantee success on the basis of the bmantk alone, parent-brand
characteristics, such as consumers’ parent-brapdriexice and conviction, play an
important role in driving brand extension succeltnagers frequently cannot
influence these two factors in the short or medtarm, because both factors reflect
specific characteristics of the parent brand. Haweluilding customer based brand
equity and/or acquiring strong brands are favorabltegies because they represent a
prerequisite for the successful leveraging of aisteyg brand to reap some financial
benefit. Moreover, managers who have access tatéolm of parent brands might
consider influencing parent brand conviction andrepgbrand experience by

selecting an appropriate brand that performs fdgiia terms of these factors.

Retailer acceptance:There are various possible ways to influence legti

acceptance of a new product. Promotional allowaregsce retailers’ costs of telling
consumers that the extension product can be oltainea given store, thus
strengthening interstore competition. Consumer dsvweg also builds demand and

therefore should have a positive effect on retsiiléecisions to accept new listings.

Marketing supportThe marketing support that the extension prodetives plays a
critical role in determining the success of the maaduct. This factor is of specific

interest for managers because it is under a congalmgct control and, in general,
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can be influenced in the short term. However, tharcial well-being of the company
represents a boundary condition regarding the ®ipport that new introductions

may receive

The critical factor in a brand's extension suceesghether the distinctive property owned by
the brand is important in the new category and ides/a competitive edg@auber, 2012).
He said that parent brands considered for extensimst own some distinctive
properties. Brand extension success, Keller (2628&ed, can not only contribute to the
parent brand image but also enable a brand to teee@ed even farther.

Another interesting point to raise here is thataaept brand is not the only factor that is
associated with the success of the parent brareleXtension itself becomes associated with
the success of the parent brand. Keller (2003)nagainted out that when consumers do not
have strongly held attitudes, the successful inicidn of a brand extension improves

evaluation of a parent brand that was originallscpered to be of only average quality.

2.8. Key Things to Consider In Extending Brands

Brand extensions can be a big boost to a comp&woytem line, but only if the right category
is chosen (Tauber, 2014). According to him, wheaosing the right new category for the

brand a company is extending, it is vital to coasithe following three points:

> Is the market size big enough to bother? This & case where bigger is definitely
better. Look for a category that’s large enoughréate a sizable business even if you
only achieve a modest share of the total busingsg. brand extension enters an
existing category, where you’ll be competing for rked share owned by long
established competitors. The category’s customesbably already have a favorite
brand, and it isn’t yours. It's unlikely your braedtension, or new product entry, will
achieve a major market share in the early perider dhunch. In fact, order-entry
models show that late entry products typically aeptlimited market share unless
they offer a significant improvement over existipgpducts. Launching in a small
category dooms you to a small future. But launchmdprge categories gives even

late entrants a chance to survive and thrive.
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> |Is the category dominated by a handful of majoygig? That's probably bad news
for your brand extension prospects. Just imagigengrto compete in the soda
category against Coke and Pepsi. Attempting to $igadificant success when you're
up against these established giants is next to seiple. Fragmented categories, on
the other hand, are a brand extension’s best friglahy brands own a small market
share, so no brand is dominant and few are wellvkndrhese categories, such as

shampoo and deodorant, leave room for a new ptaygaim share.

» Is there room in the category to launch more thammroduct? When selecting a new
category, it's important to examine the potent@ éventually developing a line of
products. Launching one product into a categorydsahat product as an orphan
without the advantages of scale and advertisingtcld you get a foothold in a
category with room for line extensions, you'll beleto support the whole line of

new products more heavily.

2.9. Brand Extension Research and Brand Extensiont@tegy

Guneliun, (2014) has provided a noteworthy suggesthat focus on two major points
which, if appropriately implemented, help a lot.eBR two points are brand extension

research and brand extension strategy.

2.9.1.Brand Extension Research

There are a few things that need to be ensuredghainsumers need to believe about the
brand before it can be successfully extended, aedet are things that a firm can learn
through research. Brand extension research reqaicesnprehensive understanding of brand
fit. If consumers don’t perceive that a brand Miillin a new category, then the company
either has to invest in re-educating consumersrapdsitioning the brand or the company
needs to choose a different brand extension.

Therefore, during a research process, she commeh&tda firm asks consumers some

guestions that will reveal consumers’ answers tstjans like the following:
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What position (or word) does the parent brand onch\@hat makes it unique to you?
Parent brands have to be distinctive and own atiposin the markets where they
exist.

What does the parent brand’s promise provide aveleto you? Parent brands have
to have a solid brand promise that consumers utaihetsrecognize, and believe.
Does the parent brand elicit any negative feelifmgsyou? Parent brands must not
pass on any negative perceptions to extensions.

What do you need or want that existing brands amiycts are not providing?
Extensions have to fill a need, void, or consumeantw There must be consumer
demand for the extension.

What unique feature or benefit would a new proaudirand need to offer for you to
consider buying it? Extensions should bring sonmgthnew and different to the
category.

Does your existing perception of the parent branthé new category or market that
the brand plans to enter? Extensions have to bedinted in categories and markets

where consumers believe those brands will fit.

2.9.2.Brand Extension Strategy

As a brand extension strategy is developed, itaghy to look for the sweet spot in terms of

which extension best enables leveraging the egidinand equity in a manner that fits with

consumer expectations and perceptions. Howevere i@ opportunities to extend a brand

into areas that aren’t a natural fit for that braftierefore, it is good to understand the

difference between the two primary brand extensginategies — centralized or

decentralized.

» A centralized brand extension strategy is one wiestensions leverage the parent

brand name, reputation, and position to drive newemues for a business. These can
be both line and category extensions where all mgucts are introduced under the
same brand umbrella. This is a great strategydivats companies the cost savings
they want and can be very successful as long @ tteguirements mentioned above
related to fit and perception are in balance. Amaaod Google are great examples of

companies that use centralized brand extensiotegies.

» A decentralized brand extension strategy is one revhextensions leverage

manufacturing, distribution, and other economiesadle but they do not share the
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parent brand name. This is a good strategy for emmeg that want to protect their
parent brands while pursuing significant expansioio multiple categories and
markets. Automobile manufacturers use this strat®igly extensions into different
categories (e.g., Toyota has extended into theryjuxehicle market with Lexus and
into the youth-oriented market with Scion). JohnsbnJohnson and Procter &
Gamble are excellent examples of consumer prodocbpanies that follow a
decentralized brand extension strategy launchipgraegée brands to appeal to specific
markets.

> It's up to each company to determine how far ienlrextensions should be distanced
from one another, and this decision affects whettheicompany pursues a centralized
or decentralized strategy. However, even a dedegdabrand extension strategy can
vary in terms of brand distance. For example, itt# unusual to find multiple
American car brands sold in the same dealership siscDodge, Jeep, and Ram

vehicles on the same Chrysler dealership lot. iBhlisss likely for Toyota and Lexus.

2.10. Attitude Formation and Evaluation of Brand Exensions

Earlier a definition was given for attitude whictated it as a mental state that involves
beliefs, feelings, values, and dispositions toiactertain ways. So anyone exerting some
effort to know about a particular extended bramatdpct he is after before making a decision
to purchase it, has engaged himself in the prodgesised above whereby he tries to form an
outlook about the brand. In doing so, the attitutiéch might be positive or negative toward

that extension product influences the decision tlenvake whether to purchase it or not. It is

obvious here that the consumer/purchaser has heduaéng the brand through the attitude
he formed. The consumers’ decision bases on fiigd®t The question that rises at this point
is that what builds the positive attitude that nsakbe consumer favor that particular

extended brand. To answer this, the first studyAeker & Keller (1990) and many

subsequent other researchers developed and testallles they believe plays the role.

In January 1990, Aaker and Keller's study camewtit explored new findings about how
consumers evaluate brand extensions. Their findiogeluded that consumers’ evaluations
of brand extensions are based primarily on twoaldes. First, the extent to which there is a
perceived fit between the original and the extemgimduct categories. Second, the extent to
which consumers perceive creating the extensiomuymto category is difficult. For the
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perceived fit, they formed three dimensions: commgletarity (Complement) of the parent
and the extension being used together, substitity@b{Substitute) of the parent and the
extension categories being used replacing one anatid transferabilify(Transfer) of skills
from the parent brand to the extension. They fowugport for their hypothesized
relationships with respect perceived fit and diffiovhereas they did not find support parent

brand quality.

Their first hypothesis states that higher qualigrgeptions toward the original brand are
associated with more favorable attitudes toward ekiension. Parent brand quality alone
hypothesized as having association with consunexaiuation of brand extensions was not

supported.

The second deals with the transfer of a brand'seperd quality being enhanced when the
two product classes in some way fit together spe@f when the fit is weak, the transfer is
inhibited. In this hypothesis, the interaction etteof quality with the three fit variables were
statistically significant. Parent brand quality hwithe evaluation of a brand extension was

strong and significant only when there was a baisig between the two product classes.

The third is about the fit between the two involy@dduct classes having a direct positive
association with the attitude toward the extensis highlighted above they found support
for this hypothesis. Transfer and complement fih@sions were concluded as having more
influence while substitute dimension was less ingar They commented that a fit on either
Transfer or Complement may be adequate and a giood &ll is not necessary. The concept

of fit has been the focus in past research on beatehsion attitudes.

The final tests the relationship between the diffic of making the product class of the
extension, Difficult, and the attitude toward thdemsion. Aaker & Keller (1990) supported
this hypothesis with attitude formation that a pigsi relationship exists between positive
attitudes with evaluations of an extension conclgdan extremely easy-to-make extension,
on average, is less likely to be accepted. Aseo findings, consumers may attribute the act
of placing a quality brand into what is viewed asi@ally easy-to-make product class as a
blatant effort to capitalize on a brand name im@ageommand higher than justified prices or
they may feel it is incongruous to introduce a gydirand name in a trivial product class.
Kapferer (1994) stated that among the factors Hftdct the acceptability of a brand

extension is the perceived difficulty in manufaatgrthe extension.
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Concerning the Reputation variable taken underghidy, Smith and Park (1992) confirmed
reputation to have a relationship with consumecsifpve attitude toward brand extensions.
Jalees and Ali (2008) also found strong relationdbetween parent brand reputation and
consumers’ evaluation of extensions. They commermied consumers while evaluating

brands that have higher perceived reputation wteétithat purchasing the extension would
be comparatively less risky, thus their evaluatwould be more positive towards these
brands. According to Smith and Park (1992), reputadf the parent brand has a stronger
relationship with how consumers evaluate extensibltama (2013) again remarked that a
strong reputation of parent brand can minimize rigknew product launch by taking

advantages on consumers’ knowledge and experieftles established brand.

Summing up, according to the findings of previoasearches, consumers are predicted to
have a positive attitude toward brand extensioaditey to favorable evaluation when Parent
brand reputation is stronger. The perceived fit vedso confirmed to be predictor of
consumers’ positive attitude, primarily perceivedih terms of transfer and complement.
Czellar (2003) noted that the higher the perceiiteletween the two, the more positive the
consumer's attitude toward the extension. It i® @gssible to say from Aaker & Keller's
(1990) original study that positive extension ewadilons are also expected to take place when

the extension is believed to be difficult to beigeed and made.

2.11. Theoretical Framework of Attitude Formation

The foundation of this thesis is a conceptual madetaining variables as outlined by Aaker
& Keller (1990) and Smith and Park (1992). Thesealdes serve as the basis on which the
entire project relies. Jonker and Pennink (201Q@gdhahat the first function of a conceptual

model is relating the research to the existing bafditerature.
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The graphical representation of the variablesnmoael is as the following:

Parent Brand

Reputation Complement Substitute Transfer
H2 H3 H4C
H1 A B
A 4 A 4 A 4

Perceived Fit

Difficult

A 4
A

Attitude Toward Extension

Figure 2.1: a theoretical framework of attitudenfiation
Source: Aaker and Keller (1990) & Smith and Pargo@).

1 Shows Parent Brand Reputation relationship witituale toward brand extension

2 Shows the relationship Perceived Fit has withuatgttoward brand extension
a shows Transfer dimension relationship with Fit
b shows Complement dimension relationship with Fit
¢ shows Substitute dimension relationship interactiith Fit

3 Shows Difficulty’s relationship with attitude towdbrand extension

a, b, and c arrows are directed towards one boausecaccording to Aaker & Keller (1990) a

fit on either of the one is enough i.e. a goodafitall is not necessary.
The model tested way:(Att) = f0+B1 R +B,T + B3C +p4S +psD

Where; R= Reputation, T=Transfer, C=Complement, Bs8tute, and D=Difficult
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In this equation, Y Att) is the predicted attitude on the criterion varialite T, C, S, and D
are the predictor variables and the are the weights or coefficients associated whth t

predictors.

The framework shows the relationship the three nvainables Parent Brand Reputation,
Perceived Fit, and Difficult have with the variald#itude formation. The H’s associated
with the relationship lines in the framework arenfolated hypotheses. Such a framework
(Arya and Yeshpal, 2005) is a set of structurala¢ign designed to represent a system or
process in whole or in part, showing therein theermelationships between variables. This
thesis is structured essentially with the aboverdtcal model from which the five drawn
hypotheses were tested to find out whether theylmaverified statistically to have any
associations with consumers’ evaluation of braniresions. These variables were used to
formulate the questionnaire to collect the datanftbe selected samples. This data then was
dealt with quantitatively and how significantly ielvles are correlated was analyzed through

statistical techniques.

2.11.1. Discussion of Variables Constructing the Mzl

Attitude: attitude may be defined for this study as an oaitmh or specifically a belief by
which positive or negative feelings toward a brartension may be held by a person. Kotler
& Armstrong (2012) described attitude as a persaelstively consistent evaluations,
feelings, and tendencies toward an object or idé#udes put people into a frame of mind
of liking or disliking things, of moving toward @way from them. Khan (2011) explained

attitude as the overall value that a customer thatbout a brand.

Attitude in this study is the dependent variableiolvhhas been operationalized as the
perceived quality a consumers have of the hypathlebirand extension and their likelihood
of trial if they were planning to purchase a prddype of the extension category.

Parent Brand Reputationrefers toconsumers’ perception of the quality of a certaivdpict,

the marketing activities performed by the firm, dhd acceptance of the brand by consumers
(Jalees and Ali, 2008); Hem et al. (2001). Brandgmsup (2011) also pointed out the
ingredients of reputation such as Quality and Ilmatiovn. This means that the reputation of

the core brand that gives birth to the extensioa igctor that interacts with consumers’
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attitude formation in extensions evaluation. Whem sge what reputation means, the parent
brand has its own quality consumers appreciate likwed This quality is expected to be
associated with favorable feelings about the extanthat will eventually make it evaluated
positively. There are marketing activities also thrganization performs that makes the
parent brand well known and makes it possible pasiassociations to be created. This
includes (Keller, 2003) programs such as the prodesign, pricing policies, distribution
channels and communication campaigns. Becausediegdo him, in consumers exposed to
brand extension information parent brand associatiin memory are strengthened.
Eventually, the question of acceptance of the exbentakes place as a result of the two just
mentioned and other factors. The more the paremtcdbois accepted by consumers and it
satisfies what they need, the more the brand’'sta¢ipn becomes enhanced. So by definition
the more the parent brand is perceived as havigly t@putation, the more it serves as a cue
that forms consumers’ attitude for evaluation addurcts with extended brand names. The
extension attitude is positively related to thecpetions of reputation, prestige, and the

consumers’ affection for the brand (Martinez anclal?.994).

The product developed with the established brangelgeved to do good when the parent
brand is perceived as quality. According to AakeKé&ller (1990), an extension should be
benefited if the parent brand is associated witth lquality, and should be harmed if it is
associated with inferior quality. The more ass@datith high quality shows the more
reputation of the brand is developed. Reputatiorassumed to be key determinant of
consumers’ brand choice (Heding et al., 2009). Remn eases the effort consumers make
in evaluating extended brands while purchasing peaucts. As expressed by Milewicz and
Herbig (1994), reputation of the established braathe can facilitate the introduction of a
new product. There is a tendency afho, VaAzquez,and Iglesias(2001) that a positive
relation exists between brand reputation and theswmer's willingness to pay a price
premium and accept brand extensions. So the reépuiaitthe parent brand is a crucial factor
influencing the likelihood of a successful brandession. Building a favorable reputation for
a parent brand is an important contributor to thecess of brand extensions (Hem et al.,
2001).

Tauber (2014) remarked that in addition to qualibging widely known, having high
consumers’ awareness and a good reputation greelihg to create a favorable consumers

attitude toward the brand extension. Brands wiigjhér perceived reputation than brands
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with lower reputation tend to provide consumershvgteater risk relief encouraging a more
positive evaluation (Binh, 2010). This reputatigrai cumulative perception consumers have

taking into account how they come to regard thed@er time.

The basic idea of this theme is that the higheisoorers perceive the parent brand to have
good reputation, the more likely a positive asdommawith the extension exists so that its
acceptance becomes more evident. Aaker (1991)atetidhat the consumers will evaluate
brand extensions more favorably in the case ofitgaldrands that enjoy a good reputation

and that are purchased by many people.

Perceived Fit:when original brands are used to produce new ptedinat appear to be
somewhat similar, it is called fit. Fit has beerfied by Tauber (1988) as the extent to
which a consumer accepts the new product as adlogicd expected extension of the brand.
This fit is with other three components. Aaker dfaller (1990) indicated three measures
which are from a demand-side and supply side petisge The demand-side perspective
explains the economic notions of substitute andgtement in product use.

Perceived fit is all about how similar the two puoticlasses are particularly in their function
and demand satisfaction. Are the two products ptess$o be used together, one in place of
the other? Or is it possible to use what has besa o produce the first product in the
production of the second one? Perceived fit retierthe similarity between the original and
extension product categories, Nkwocha, Bao, Jhqgnaad Brotspies (2005). The three

dimensions of fit are discussed next.

Complement was defined as two product classes consumersdmras complementary. The
two product classes can be considered as complenvemén the two products can be
consumed jointly to satisfy some certain need. €ab998) put complement in a different
term when he identified the seven types of branérsions- ‘Component Products’. Even
though this term is derived to identify brand esien types, the core meaning can still be
shared. Consumption-based fit focuses on the pasg¢ansion relationship in usage and
includes both complementarity and substitutabdityensions which mirror the product class
distinction of complements and substitutes (Maal €2011). For instance, Duracell batteries
that offered Duracell flashlights might be consatkras complementary extensions.

Complement reflects the extent to which consumeiswy viwo product classes as
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complementary. Chowdhury (2006) noted that prodaces considered complementary if

they are consumed jointly to satisfy some partico&ed

Substitute:refers to the manner to which consumers considemptwduct classes as having a
similar application and use context such that oroglyct can be replaced by the other in
usage and satisfy the same needs (Aaker & Kell@90)l Tauber (1988) again used a
different term to point out a type of brand extensiwhich shares the basic idea of substitute
named- Same products in a different form/Distiretibaste/Ingredient. An example for the
common application and use context (substitutgbitan be what Aaker & Keller brought
up (1990) Rossignol, which makes downhill skis migioduce a substitute extension which
may be Rossignol cross-country skis or ice skdtethe case of the stimuli in this study, a
substitute extension for the outerwear Ambassaddrrgight be a jacket or just trousers or
clothes such as semiformal evening cloths as a dax@ substitute extension is an
alternative to the parent brand and hence possesaéar physical or functional properties
(Mao et al., 2011). What Tauber (1988) explainedhia types of brand extensions applies
here that owning a taste or ingredient allows owinigr of a distinctive new product in a
different category. The Substitute reflects thestoners’ view of two product classes as

alternatives to be used to perform the same fumctio

Transfer: refers to a situation where the firms’ skill aifities can be transferred from the
parent to the extension. This is the supply-sidespgesctive formulated by Aaker & Keller
(1990). This refers to the firm’s manufacturingligypiwhich is termed “Transfer”. This is to
mean that the companies’ manufacturing skill anerating ability to making of the original
product that could be transferred and employetieaniaking of the second/extended product
class. Perceived applicability of the skills andeds of a manufacturer in the original product
class for making the product extension can takeeplehere the two product classes are in a
similar category fit. According to Tauber (2014)istis termed as Expertise where offering
extensions in categories consumers believe the Hamspecial knowledge or experience is
important. When it is either complementary, subggit or transferable, the extension is said
to be a logical fit that the brand is extended wheshould be. Transfer reflects the perceived
ability of any firm operating in the first produclass to make a product in the second product
class. If consumers feel that the people, facdjtend skills a firm uses to make the original
product are helpful, the favorable attitude or asdmns about the original product may

transfer to the extension (Chowdhury, 2006).
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To sum up the concept with perceived fit, Taub€2812) statement is crucial. Brand can
successfully be extended to new categories ortlyeifconsumer believes that the brand is a
logical fit and conveys some benefit wanted in tiew category. So this to happen,
consumers need to perceive that the brand is eatiemdhere it actually can be extended.
Brand extensions are more likely to be favorablgleated by consumers if they see some
bases of fit or similarity between an extension e parent brand (Keller, 2003). He added

that a lack of fit may doom a potentially succekbfand extension to fail.

Difficulty: refers to the perception of not-easy. A produasglwhich consumers think is
very easy to design or make, they may feel thatbioimg the quality brand with a less
requiring product class as inconsistent. The terfiicalt shows a positive relationship
between the perception of the difficulty of makitfte extension and evaluation which
directly implies that an extremely easy-to-makeesagion is less likely to be accepted. Aaker
& Keller (1990) stated this with respect to the gibke association that can be created from
this. He said consumers may attribute the actadipy quality brand into what is considered
as an insignificant easy-to-make product classlasft effort in order to capitalize on a
brand name image to charge higher than a fair pnidbey may think it is inappropriate to
introduce a quality brand name in an inferior pridelass. Easy to make brand extensions
may be perceived either as incompatible with theeqtabrand or as attempts to exploit the
consumer by means of a premium pricing strategytt@dey and Doyle, 2001). When
consumers consider products as requiring greatigalysr mental effort to be accomplished,
the brand extension is to become more positiveBo@ated with positive attitudes that
results in positive evaluation. The difficulty ofaking the extension has a role in determining
consumers’ attitude toward the brand extension (@uo@nd Saunders, 2002).

Some seemingly appropriate extensions, accordingdtber's (2003) remark, may be

dismissed because of the nature of the extensimaupt involved. If the product is seen as
comparatively easy to make — such that brand éifiees are hard to come by — then a high
guality brand may be seen as incongruous; altemlgtconsumers may feel that the brand

extension will attempt to command an unreasonatite premium and be too expensive.

2014 33



CONSUMERS EVALUATION OF BRAND EXTENSIONS: DURABLE GOODS MARKET

2.12. Stimuli Selection

A number of products with extended brands are i niarket nowadays toward which
consumers might have differing perception and pasehexperience. It is as a result
inefficient to select brands by the researcher kaclv subjects were to be exposed. So Iin
order to select brands for consideration in theeassh that are relevant to the sample
subjects, thirty four post-graduate extension gitglewere involved in a pre-test
guestionnaire. The responses then were countedhancesult has been put in a frequency
table to determine which of the brands have gametk votes. The brands to be used in the
main questionnaire then were determined. Accorgingdimbassador Suit which was

established in 1980 has been selected.
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CHAPTER THREE: RESEARCH M ETHODOLOGY

3.1. Research Design

The research design used is quantitative that h@psker and Pennink, 2010) to know
whether something occurs or not and if it doeswtmt degree. Particularly co-relational
research design (Kumar, 1996) was employed sineedbearch aimed to find out whether
the existence of the independent variables canagxphe degree of a relationship existing
and (Clarke, 2005) whether the existence can helddigt a presence of a favorable attitude.
Both descriptive and inferential statistic halbeen utilized in this study through the
use of such statistical tools as descripttedistics, correlation and multiple regression
analysis, and reliability analysis using Crariba alpha to examine the state of

connectedness between attitude and parent braathtiem, perceived fit and difficult.

3.2. Sampling Methodology

3.2.1. Target Population

The interest of the researcher to which this retesr aimed to study and draw a conclusion
about is consumers in the durable goods market.pbpelation is the group the researcher

wants to generalize to (Bhattacherjee, 2012).

3.2.2. Sampling Frame

Because the population is so large, the reseaparmerot access all consumers. So a sample
frame is addressed first. The sample frame is tieessible section of the target population
from where the sample is drawn which is Addis Abahaversity School of Commerce
(Emory, 1980). 1128ndergraduate regular session students from alirttepnts constitute

the sample frame.

The use of students as a sampling frame in thsghmn be justified through the following

points:

1. It is hardly possible to access consumers in thieeeBthiopia and select the sample out

of that. But universities are places where it isgdole to access consumers/students that
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represent the total consumer since they come frdfereht regions with different
cultural, social, and economic backgrounds. Unitetudents are fairly representative
of the general population (Demlie, 2012). Moreoutiese students are students and

consumers at the same time.

2. As it has been noticed so far, various researchave used students as a sample. E.g.
Aaker and Keller (1990), Demile (2012), etc. The ofstudents has been assumed a way

of representing a very broad population of intesggt same goes with this research.

3. More to what has been said, using students as plsaemoves constraints of time and
cost to some extent faced by the researcher thaldwWwave otherwise be very consuming
and impractical.

3.2.3. Sample Size

The sample size (Adams, Khan, Raeside and WhitH))28 associated with time and cost.
With the point made under consideration, the sarsplection from the sampling frame is

carried out based on a formula by Israel (2013).

This formula is written aflg = Zzpq/ez);

WhereNyis the sample size,

Z? is the statistic that defines the level of conficeresired. The value f& is found in
statistical tables which contain the area undentirenal curve.
€is the desired level of precision (acceptable maofjerror for the estimate) or the amount

of precision or allowable error in the sample eat#nof the population to determine how

close to the actual rate the estimate should be,

P is the estimated proportion of an attribute thatressent in the population, and

g is the opposite point to the presence of the aiigilhe. P and is gained hyp.

This calculation is for populations that are veasgke.

Because the sample frame is small (less than 1088@@rding to Degu and Yigzaw, 2006)

sample size required is adjusted with the followgngen formula:
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No
n= 14(No—1)
N

Where n is the sample size, N is the populatioa siz

Thirty four pre-test questionnaires were delivenddch helped to determine the proportion
(One method to determine P is a result of a pitody Kothari, 2004) by gathering
information to a question that seeks the proporimaticating the percentage of consumers
actually evaluate extended brands. The question‘mag to evaluate a new product even
though it is called by the brand name of the fpsbduct | am familiar with’. The two
answering options for this question were ‘in mangtances’ and ‘in few instances’. Out of
the thirty four questionnaires, thirty one (31k.i91% questionnaires were marked at ‘In
many instances’. The proportions among the santhkgsevaluate extensions regardless of
their familiarity with the parent brand before puasing are (P) is 91%. So P is 0.91 where it
leaves 1-p) at 0.09.

Then, Z%=1.96 (for 95 percent confidence intervalp = 0.91, q = 0.09, and e = 0.05

(margin of error).

Substituting the numbers in the first formufys = Z%pg/e2:

(3.8416 of 1.9 (0.0819 of 0.91*0.096 (0.0025 of 5% precision)
0.31460.0025= 125.84 126

With the adjustment formula;
No
n= 1+ (No—1)
N

126

1+ (126-1) = 113.43~ 114

1128

The actual sample size was determined td béwhich according to the formula is a very

representative sample.
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3.2.4. Sampling Technique

The sampling technique used is a probability samgplpproach named sampling with
Probability Proportional to Size. This method isaternative design to the simple random

designs (Emory, 1980).

So with this technique, rather than taking all sealg in the sampling frame to participate in
the process individually, the sections they beltngill be considered. The students taken as
a sample will be from those selected sections byanmmesampling with probability
proportional to size (PPS). In situations where #eetions are all the same size, or
approximately so, there would no advantage to uBiR§ sampling (Turner, 2003). But the
sections here do not constitute equal number afestis and for that reason the selection was

carried out with a detailed procedure explained.nex

3.2.5. Sampling Procedure

Elaboration of how the method is worked out;

First, all the students were represented throughs#ttions they belong to. These sections
were given numbers which range from 1 up to 34 r@Vsections are 34 he numbers of
sections required was then determined to be fdus i required to have a sampling interval
which will be used in the selection process. Thguired number of sections is reached
simply by taking the sample size and dividing it thg number of sections i.e. 114/34 =
3.353.

Procedure for Sampling with Probability Proportidrta Size

The following were first met to apply PPS samplmgthod:

» Alist of all regular undergraduate students inrg\wection in the campus
* Then the population size or the number of studengsich section

* The number of sections wanted

Having those met, the process is as below:
First a table with four columns is prepared; then
In column (1) sections under their departmentdisired.
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In column (2) a sequential number to each sect@ssigned.

In column (3), the population of each sectionsteld.

In column (4): the cumulative populations of eaebt®n i.e. the sum of the population of the
first section plus the populations of all the swjusnt sections in the table is cumulated.

Order of departments has been made through a Kindndom selection where the nine
departments were written in a piece of paper aodlleague selected out one after the other.

The paper selected first has been put first, sadlestcond put second, and the like.

Table 3.1: sections selection for the glam

Sections Number of Population Size Cumulative
Sections
Departments Sequential No. of students it Total number of
numbers each section students
Marketing dep’t
R1sec1 1 32 32
R1 sec 2 2 31 63
R2secl 3 35 98 75)
R2 sec 2 4 28 126
R3sec1 5 38 164
R3 sec 2 6 43 207
Business Administration and Information Systemstd&AIS)
Rlsec1l 7 32 239
R1 sec 2 8 31 270
R1 sec 3 9 33 303
R2 sec 1 10 20 323
R2 sec 2 11 20 343
R2 sec 3 12 26 369 (357)
R3sec 1 13 43 412
R3 sec 2 14 42 454
R3 sec 3 15 42 496
R3 sec 3 16 14 510
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Economics dep’t

Rlsec1l 17 29 539
R2 sec 2 18 29 568
Management dep’t

Rlsec1l 19 20 588
R1 sec 2 20 23 611
Logistics dep't

Rlsec1l 21 14 625
R2 sec 2 22 9 634
Finance and Development Economics dep’t (FNDE)
R2secl 23 28 662 (639)
R3sec1l 24 61 723
Procurement & Supply mgmt dep’t

R3sec1 25 26 749
Administrative Service Management dep’t

R2 sec 1 26 21 770
R3 sec 2 27 43 813
Accounting & Finance dep’t

Rlsecl 28 39 852
R1 sec 2 29 39 891
R2 sec 1 30 33 924 921)
R2 sec 2 31 31 955
R2 sec 3 32 37 992
R3sec1 33 65 1057
R3 sec 2 34 71 1128

Source: AAUSC registrarPurple highlighted rows indicate the selected sections
After the table is filled the appropriate data asthe table above, the sampling interval
determination continues.
Sampling interval = cumulated total population + meuber of sections required

The sampling interval is 1128/4= 282
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A number between 1 up to 282 is selected randomisetve as a starting point. This was
done using a web site that generates random numbkis randomly (the Random Start

(R9) selected number turned out to be 75.

At the beginning of the method, this 75 is useddlect a point which determines the section
to be included. The section whose cumulative pdjmurigexceeds this random number (75) is
found first and then the first section/clusterasdted where the cumulative population is 98,
in section number 3 Marketing Management departniéamber of students in the section

are35

v The sampling interval is then added to the randommber which becomes
75+282=357

The section whose cumulative population just exsead equals this number i.e. 369 is
chosen. That makes the second cluster locateddtiosenumber 12- BAIS department.
Number of students in the section a6

v' The previous reached number is then added to tinelsa interval which becomes
357+282=639

The section whose cumulative population just exseed equals this number i.e. 662 is
chosen. That makes the third cluster located iigecumber 23- FNDE department.

Number of students in the section 26

v' And finally, the previous reached number is addedhe sampling interval which
becomes 639+282=921

The section whose cumulative population just exsead equals this number i.e. 924 is
chosen. That makes the third cluster located iiageaumber 30- Accounting and Finance
department. Number of students in the sectior8are

The total number of the sample constituting from fitur sections cumulated 122.
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3.3. Data Sources and Method of Collection
3.3.1. Sources of Data

Both primary and secondary data sources are usddiforesearch. Primary source refers to
the data the researcher collected from the studemeseas the secondary source refers to the

use of the compiled information by others.

3.3.2. Data Collection

As a primary data collection method, structured stjpanaires were used. These
guestionnaires are divided in to two sections. fitet deals with respondents profiles i.e.
gender and age. The second section has fourtems, isealed in five (1=strongly disagree &
5=strongly agree, 1=strongly unlikely & 5=strondiely, 1=very low &5=very high and,
1=too easy to make & 5=too difficult to make).

This questionnaire was distributed to 115 studante subjects by hand. The actual sample
size achieved through the previous formula is Th& four sections constitute 122 students
from which, at the time of the questionnaire disition, only 115 of them were found. 115

of them were considered for the research. As anslsry instrument, Journals, Books, and

URL's were used.

3.3.2.1. A pre-test questionnaire

This pre-test was necessary to be carried outwor \tery important points which are, to
identify a brand for the main questionnaire to Is®dias stimuli and to determine the

proportion to be used in the sample size calculatio

3.4. Methods of Data Analysis
The data gathered is analyzed by using methodsstatidtical techniques called descriptive
statistics and inferential.

3.4.1.Descriptive Analysis

Descriptive statistics has been used to deal vathafraphic variables of the respondents, to
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measure consumers’ familiarity with the selectadhsli, and their tendency to evaluate

extended brands.
3.4.2. Inferential Analysis

The inferential statistics such as correlation aegtession analysis were used because the
research objectives, questions, and hypotheseshstoignake inferences and predictions
with regard to consumers’ positive attitude basedhe data gathered. IBM SPSS V. 21 was

used to do this.

Specifically, the following measure of associatiamss employed during the data analysis
(Emory, 1980)

* Regression Analysisvas applied to be able use the result of the ystoidthe
independent variables to predict the dependen@abiai This method of analysis
helped to predict consumers’ attitude by the ush®independent variables.

» Correlation Analysiswas applied to point out the amount or degreessbeaation

between attitude and the independent variables.

For the correlation analysis a coefficient by tHeseness of association between the
independent variables and attitude was examineth YWe multiple regression analysis an

estimating equation were developed and subjecteskto

In doing the multiple regression analysis, predistand predicted variables were entered.

The Variable Being Predicted’ he variable that is the focus of the multiplgresssion design
in this study was consumer’s Attitude. This vargald known as theriterion variablebut is

referred as thdependenvariablein the analysis.
The Variables Used as Predictorthe variables used as predictors are Parent brand

reputation, Perceived fit, and Difficulty which ak@own aspredictor variablesand are

referred asndependentariablesin the analysis.
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3.5. Validity and Reliability

The construct validity of this research is checkgdhe theoretical model itself since validity
(Jonker & Pennink, 2010) is the degree to whichdiwceptual model accurately reflects the
specific theoretical concepts (Parent brand rejmutaPerceived Fit, and Difficulty) that the
researcher attempted to measure. The validity waseaconfirmed by the method brands
were chosen. Subjects that participated in theareBenvere familiar with the brand and know
what it was meant by the five variables after bdingfed. The items in the questionnaire so,
met the commonly called requirements (Jonker & RHenr2010) of ‘comprehensibility’,
‘traceability’ and, communicability that helps tamtain construct validity.

Reliability is the degree to which the measure afoastruct is consistent or dependable.
Bhattacherjee (2012) suggested that by simpliffirgwords and avoiding ambiguous items,
reliability can be improved. So the researcherdtéesmpted to boost reliability by avoiding
difficult words whose meanings subjects may notvkiso that the items in the questionnaire
could not be misinterpreted. Based on the commaisigd reliability scale (e.g. Cohen,
Manion, and Morrison, (2007) and Shukla (2008),bachs’ Alpha value that is between
0.60-0.69 is marginally reliable and a value thatbetween 0.70-0.79 is reliable. The
reliability for all items in questionnaire for th&gudy has been confirmed being reliable by

means of Cronbach’a Alpha which is greater than(&271).

Table 3.2: Cronbach’s Alpha showing items relidpili

Item-Total Statistics

Scale Mean if | Scale Variance iff Corrected Item-| Cronbach's Alphg

Item Deleted Item Deleted | Total Correlation| if ltem Deleted
Familiarity 47.74 41.142 .814 .764
Aptness 47.81 41.086 .822 .763
Attitude 44.36 49.495 478 811
Reputation 44.04 40.691 .651 .783
Complement 45.03 41.815 511 .808
Substitute 44.72 48.080 .293 .835
Transfer 44.56 45.302 437 .815
Difficult 44.29 45.891 .460 .811

Source: Survey Data
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CHAPTER FOUR: RESULTS AND DISCUSSION

This chapter presents results of the pre-testudysbne and the results of the main research

in study two.
4.1.Results of the Study

4.1.1. Study One

The qualitative analysis for the outcome of the-test conducted to identify a brand to be

used as stimuli in the research is summarizeddrahle below.

Table 4.1: List of brands obtained through a pe¢-te

No | Brands listed Count| % age No | Brands listed Count| % age
1. | Ambassador Gar. (Suil 12 21.43%| | 6. | Rainbow Foam 5 8.93%
Shoe 8 Blanket 8
Wallet 4 Bed Sheet 6
Luggage 2 Furniture (bed only) 4
Sports Wear 1
2. | Anbessa Shoe 10 17.86%)| | 7. | Dell Computer 5 8.93%
Wallet 6 Printer
Bags 5 Fax Machine
Belts 1
3. | WOW Fashion 7 12.50%| | 8. | DH Geda Corrugated Iro| 4 7.14%
Wallet 5 Roofing Nail 3
Belts 1 Screw 2
4. | Techno Mobile Phone | 6 10.71%| | 9. | Sketchers Shoe 2 3.57%
Camera 4 Sports Wear 2
Tablet Computer 1
Television 2
5. | Kangaroo Foam 5 8.93% Total (PB) 9
Blanket 1 (EX) 21

PB- Parent Brand EX- Extension
Source: Survey Data
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Thirty four questionnaires were distributed to 88.82%) male and 14 (41.18%) female post
graduate students who were accidently found in ¢hmpus. The above table shows
hypothetical extension associations for every acperent brand the sample subjects
mentioned. Accordingly, nine parent brands and tyweme extensions were able to be
obtained from the sample respondents. The questiewas designed to enable them write
any of two parent brands along with two potentitkasion products for each (see appendix
one). This could generate 68 times of parent bremmes mentioning (only 56 mentioning is
counted) and 136 times of extensions (only 73 meitg counted). Respondents were
offered a brief explanation as to the reputatiod gamiliarity with the brand they need to
have to mention it. As we can easily observe frampte frequency table above, the parent
brand name Ambassador Suit was mentioned 12 tiengadnthe large amount of percentage
(21.43%). So the main questionnaire was designéld iwiand its hypothetical extension
Ambassador Shoe which also received a large mengai8). Hypothetical extension has
been used because of a fear that pre-existing laugel bias may exist if a real extended
brand is chosen. Keller (2003) also suggestedithanalyzing potential consumer responses
to a brand extension, it is useful to start witlhaseline case in which it is assumed that
consumers are evaluating the brand extension b@dgdon what they already know about
the parent brand and the extension category. Rurdldeling, before any advertising,

promotion, or detailed extension product informati® made available.

The parent brand was selected based on the critdrieonsumer familiarity, positive
reputations, and not having been broadly extendeakdr and Keller, 1990). This was
asserted by the means the brands are chosen aaréhggnerated by consumers themselves.
This criterion has further been statistically camed (found in study two) after the collection

of the study that consumers’ familiarity is stilaitained.

4.1.2. Study Two
4.1.2.1. Demographic Profile of Respondents

Out of the 115 patrticipants, 72 of them were malelents constituting 62.61% of the total
respondents. The remaining 43 were women makinthe@37.39% of the total. Regarding
their age group, 101 (87.82%) of them are in thgeaof 18-24 while 14 (12.18%) of the
respondents are in the age range of 25-30. The su@ed gender and age group is available

next.
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Table 4.2: Gender and Age group of respondents

Gender | Freq. Percentage | Age Group Freq. Percentage
Male 72 62.61 18-24 101 87.82
Female | 43 37.39 25-30 14 12.18
Total 115 100 115 100

Source: Survey Data

4.1.2.2. Statistical Outcomes of the Study

Descriptive AnalysisBecause the research was intended to be carriedvitu sample
subjects who are familiar with the stimuli offeriedthe questionnaire, a single item question
that asks their familiarity with the parent brandsantroduced. This is because the researcher
wanted to make sure that the established workiitgrier (Aaker and Keller, 1990), the
original brand should be selected on the critefiaaing relevant, and familiar to subjects, is

met.

The Ambassador brand is selected based on theroetod a pre-test which is believed to
contribute to the fulfillment of the criteria sintlke respondents listed high quality brands
that are relevant to them and perceive as haviglg t@putation. In addition to that, check out
was necessary that the 115 subjects are famililr thie stimuli as well. The descriptive
statistics that shows the mean and standard dewias to the consumers’ familiarity with the

brand is as follows:

Table 4.3: Descriptive statistics indicating respmts’ familiarity with the stimuli

Descriptive Statistics

N Minimum Maximum Mean Std. Deviation

Familiarity 115 1 5 4.05 1.290
Valid N (listwise) 115
Source: Survey Data

There is pretty much a firm ground to say that ecisj are familiar with the brand offered as
stimuli. The statistics output above affirms thishaa Mean of 4.05 and a Standard deviation
of 1.290 indicating that the criterion of Aaker aikdller (1990) (stimuli should be relevant
and familiar to subjects) has been complied with. put in another way, the descriptive
statistics for frequency showed that 89 (77.4%)auhe 115 respondents are familiar with

the stimuli (see appendix).
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Respondents were also examined as to whether #nay dn inclination to evaluate a new
product that has been made available with a bramngenof which product they are familiar.
This item was brought forward to get a clear anebdaerception of the current state of actual

consumers’ beliefs and feelings. The descriptiaéistics below shows their responses.

Table 4.4: Descriptive statistics of consumersttncy for evaluation

Descriptive Statistics

N Minimum Maximum Mean Std. Deviation

Aptness to Evaluatq 115 1 5 3.98 1.284
Valid N (listwise) 115

Source: Survey Data

As seen in the table, the mean and the standaidtdevimplied that consumers are more
inclined to evaluate new products even if they fariliar with the parent brand (M=3.98,
SD=1.284). Put it another descriptive statisticayws6 (74.8%) of the respondents have the
tendency to actually evaluate brand extensionsdégss of their familiarity with the parent.
This output confirms the necessity of this resedrelng conducted having the consumers
propensity as explained above since very impoffiadings could be obtained that indicate

how these consumers tend to evaluate extensiomsgihthe use of the variables examined.

4.1.2.3. Correlation and Multiple Regressions

Correlation and multiple regression analyses wenedacted to examine the relationship
between attitude and various predictor variablegHe data collected through the remaining
items in the survey instrument. The items werendégl to measure the main five variables

and then collected responses of each item weragedrand put into SPSS.
Correlation Analysis:The SPSS correlation output that points out thewarnhor degree of

association between variables and calculated cisfts by which we measure the closeness

of associations among these variables and attitugieesented in the table below
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Table 4.5: Correlation between the dependent ashepiendent variables

Correlations

Attitude | Reputatior] Complemeny Substitutd Transfer| Difficult
Attitude 1.000 .522 .266 -.156 452 .352
Reputation .522 1.000 .318 .286 .335 .393
Complemen .266 .318 1.000 .359 .219 .332
Pearson Correlatio
Substitute -.156 .286 .359 1.000 .060 .195
Transfer 452 .335 .219 .060| 1.000 .187
Difficult .352 .393 .332 .195 .187| 1.000
Attitude .000 .002 .047 .000 .000
Reputation .000 .000 .001 .000 .000
Sig. (1-tailed) Complemen .002 .000 .000 .009 .000
Substitute .047 .001 .000 .261 .018
Transfer .000 .000 .009 .261 .023
Difficult .000 .000 .000 .018 .023
Attitude 115 115 115 115 115 115
Reputation 115 115 115 115 115 115
Complemen 115 115 115 115 115 115
N Substitute 115 115 115 115 115 115
Transfer 115 115 115 115 115 115
Difficult 115 115 115 115 115 115

Source: Survey Data

What we can see from the above outcome is théhealfive variables are correlated with the
criterion - and all correlations are positive excdpe perceived fit dimension ‘substitute’
which has a negative coefficient. These correlatioefficient for Reputation with Attitude is
522 (sig. =.000) which is positive and significa@omplement with Attitude= .266 (sig.
=.002) which is positive and significant, Subsgtutith Attitude=.-156 (sig. =.047) which is
negative but significant, Transfer with Attitude452 (sig. =.000) which is positive and
significant, and Difficult with Attitude= .352 (sig=.000) which again is positive and
significant. All are significant (a =.01 & =.05)qddictors of attitude. The correlation between
the independent and the dependent variables iediddiat changes in the five predictor
variables are correlated with changes in the aoitevariable- Attitude. The changes for the
four variables are positive in that as the indepahdariables increase in value, the variable
attitude toward the extension also increases imevaAnd similarly, as the independent
variables decrease in value, the variable attitoderd the extension also decreases in value.
For the variable substitute, since we have a negabefficient, as the independent variable
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increases in value, the variable attitude towaeddktension decreases in value. Concerning

the correlation among all variables, the corretatioefficient observed is positive for all.

Multiple Regression AnalysisThe following model has been subjected for a tesiugh
multiple regression. The model is Y (Att8+ 1R +B2C +B3S +B4T + BsD.

Where, as explained in the second chapter, Y) {&tthe predicted criterion variable attitude.
R (Reputation), T (Transfer), C (Complement), Sh@&iute), and D (Difficult) are the

predictor variables and tifis are the weights or coefficients associated iéisé predictors.

All the variables in the equation were entered BRSS and analyzed. The results obtained

are presented in the following tables.

Table 4.6: SPSS output of the model summary faZ R, and S, D

Model Summary”

Model R R Square Adjusted R Std. Error of the

Square Estimate

1 .709 .502 479 .642

a. Predictors: (Constant), Difficult, Transfer, Stitige, Complement,
Reputation

b. Dependent Variable: Attitude
Source: Survey Data

What the Model Summary table shows is the outcomnehfe five variables (Parent Brand
Reputation, Complement, Substitute, Transfer, aiffichit) entered into the SPSS. The
multiple correlation coefficients between all ofetlpredictor variables and the dependent
variable attitude is .709 indicating a strong relahip between attitude and the five

predictor variables in the equation.

The multiple regression also produced a coefficantnultiple determination (R?) = .502
showing the amount of variance explained by thélipter variables. This means that 50% of
the variance in the dependent variable attitudecunted for through the combined linear
effects of the five predictor variables (R, C, S&ID) in the model. However, which of the
predictors have contributed significantly to theiaace that occurs in the predicted outcome

-consumers’ attitude is not yet evident. Tablegh&s a detailed explanation of this.
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Table 4.7: SPSS output of ANOVA forR, C, T, S, D

ANOVA?
Model Sum of Squares df Mean Square F Sig.
Regression 45.310 5 9.062 21.974 .000°
1 Residual 44951 109 412
Total 90.261 114

a. Dependent Variable: Attitude
b. Predictors: (Constant), Difficult, Transfer, Stitute, Complement, Reputation

Source: Survey Data

The F-test in the ANOVA table confirmed that thedabdeveloped is statistically significant
(F=21.974, p<.01). This indicates the fact thatdherall regression model is a good fit of the
data and so the five predictor variables put inrtie@lel can predict the dependent variable

attitude toward the extension.

Table 4.8: SPSS output of variables showing indigldCoefficients

Coefficients
Model Unstandardized Coefficients Standardized T Sig.
Coefficients
B Std. Error Beta
(Constant) 4,719 471 10.023 .000
Reputation .243 .045 431 5.425 .000
Complement .080 .040 .156 2.016 .046
! Substitute -.230 .045 -.382 -5.156 .000
Transfer .160 .043 .267 3.680 .000
Difficult .101 .049 .155 2.049 .043

a. Dependent Variable: Attitude

In order to identify which predictors are signiintacontributors to the 50 percent of
explained variance in Attitude and which ones a the standardized coefficients shown in
the table above are important to look at. This asliresses the research hypotheses

substituted into the equation and the solutionetbier

As seen in the table, reputation, transfer, complmand difficult were the only
independent variables found to be positive andifsogmt predictors of consumers attitude
toward brand extensions (b=.431, p<.01), (b=.2670D), (b=.156, p<.05), and (b=.155,
p<.05) respectively. The other variable ‘substitineing statistically significant, turned out
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with a negative coefficient (b= -.382, p<.01). Tdewefficients indicate how much the
dependent variable varies with an independent bigiavhen all other independent variables
are held constant. The issue of multicollinearitgswexamined where all condition indexes
are below 30 (Lin, 2007) which indicates nonexiseemf multicollinearity problem (full

report is available in the appendix).

Consequently, the final model appears:
YAttitude =4.719 + (0243 Xeputation) + (0080 Xcomplemenb - (0230 Xsubstitute) +

(0160 Xtransfer) + (0101 XdiffiCUlt)

This means, controlling for other variables constany increase with respect to the four any
independent variables in the model makes consurfaarstable attitude toward the extension
increased by the amount of the given weight aststiaith it, i.e. favorable attitude will be
enhanced. Concerning substitute, even though thethgsis was not fully answered that an
increase in the substitute nature of the extensitmthe parent brand will predict a favorable
attitude, it may indicate that the increase mayagsociated with a decrease in consumers’

favor toward the extension.

4.1.2.4 Summary of Correlation and Multiple Regressn Outputs

Table 4.9: Summary of main statisticadlings

Variables Correlation Multiple regression
with attitude| Sig. | weights Sig.
B B
Parent Brang 522 .000 .243 431 .000
Reputation
Complement| .266 .002 .080 156 .046
Substitute -.156 .047 -.230 -.382 .000
Transfer 452 .000 .160 267 .000
Difficult .352 .000 101 155 .043
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The standardized coefficient of each independeriabig as seen in the table above varies
suggesting their comparative effects. Accordingbrent brand reputation analyzed via H1 is
the first best predictor of attitude i.e. having #xistence of a parent brand’s high reputation;
we can estimate whether consumers’ attitude towaréxtension is favorable or not. From
among the three fit dimensions, transfer that wasrened by means of H4 is the first best
predictor being the second from the overall vagatih the equation. The results revealed
make the variable complement third from the model second within perceived fit followed
by difficult. The variable substitute (H3) did nobntribute to predict a favorable attitude
(since it has a negative coefficient suggesting tpposite to the prediction of the
hypothesis). According to Aaker & Keller (1990)neagative relationship suggests that fit on
one of the variables is adequate. That is a pessiypport is found for H2 and H4 i.e. a fit on
the two dimensions of transfer and complementh8séecond research question with respect
to perceived fit is answered through these findingsficult addressed through H5, as
indicated above, is the fourth positive and sigaifit predictor of attitude answering the third

research question that difficult can serve to mteaifavorable consumers’ attitude.

In summary, consumers’ attitude of extended brdradsbeen statistically confirmed to have
a strong relationship with the variables summariakdve which can effectively be utilized

to predict how a given extension may be evaluated.

4.2.Discussion

Parent Brand Reputation

One of the most important predictor of a favoradugtude in this equation is parent brand
reputation. Reputation of a parent brand is conaist more influential in the process of
consumers’ attitude formation toward extended bsfprdducts. This result provided
sufficient statistical evidence that makes us actiepprediction that parent brand reputation
is associated with consumers’ attitude and so aaruded to determine how consumers
actually evaluate brand extensions. What is ansivdnme®ugh this statistical test is also the
research question the study begins with that asks;parent brand reputation be used to
predict consumers’ evaluation of extended brands$ing the reasoned outcome, the more
the parent brand is perceived to have a reputatie,more it is associated with positive

attitude which in turn indicates positive consurhewaluation of brand extensions.
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Reputation of the parent brand serves as an ew@iupbint from which consumers decide
whether a particular product they are up to is bbgpaf meeting their need. The 10 principles
for extension success described by Tauber (2014xhwis discussed in chapter two
commented that a brand should not be extendedauitleswell-known, has high awareness
and a good reputation among the new target mafketlucts new in the market but offered
with a brand name that has a high reputation falityy a brand that has been emphasized
through different marketing activities and a bradhat has widely been accepted, have more
opportunity to be accepted by consumers becautsee weputation opinion they have towards
the parent brand. Binh (2010), after conductingtuays also concluded that brands with

higher perceived reputation quality tend to haveose positive evaluation by consumers.

Coming into the marketplace with a good reputat®an advantage. The advantage is that
the product’s likelihood for acceptance in the nefjplace is great. Marconi (2002)
commented that the successful introduction of a eete@nsion of an established brand relies

totally on the public’s knowing the name and refiataof the core product.

Firms that have a reputable brand in the marketamaglanning to introduce a new product
through brand extension are advised to go for tfaeg)y after finding out how their products
are being viewed by consumers through their oweaieh. The way the strategy works well
and leads to extension acceptance is when consdestrihat the brand is long familiar and
reputable. Milewicz and Herbig (1994) stressed bying that for a firm expanding its

product line, a well-known brand name can be adgeuus in facilitating user acceptance of
the new product because of its existing brand egut. So at the very least, as Marconi

(2002) remarked, it is important to create a peroamf being the best.

This leads us to the subject matter that new prsdoearing a parent brand name are more
favorably evaluated by consumers when the pareamdoreputation can cast a positive
shadow far and wide. So, according to the resthis, variable is concluded to be greatly
associated with acceptance of a newly introduceehsion product.

Perceived Fit: (Complement, Substitute, Transfer)

Complement

The prediction that consumers’ attitude toward xeresion product is positive when there is
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a situation where the parent and the extensiorbeamsed together in some usage situations
is the other variable statistically and positivadgnfirmed to hold true via the test of
hypothesis two. What this explains is that two piicclasses’ nature of being complements
does contribute to the theory that defines perckifite When the parent brand and the
extension are perceived to be fitting, the expece=illt is a positive attitude toward the

extension.

According to Tauber (2014), some brand extensiams aa “natural” companion to the

products the company already makes. Meaning tlaagnp brands/products lend themselves
to leverage in the other category. Brand extensiesgecially those with features of making
the parent brand complete, are more favorably ewatu by consumers. E.g. Coleman is
primarily known for its camping stoves and lantebg successfully moved in to tents and
other camping gear. Camping stoves and lanternpraducts that go along with the tents
and camping gears. Consumers who need the campmugssand lanterns are those who
want to camp. By the time the extensions came irexstence, the original product

previously consisting of one entity became compléteat is those who purchase the tents
and the gears are more likely to purchase the gamgtioves and lanterns since they go
together. Taking the stimuli in this study, AmbaksaShoe is perceived to complete the Suit
in that the suit goes along with the shoe. Thearetequestion asks; Does the existence of fit

between the two products classes help to predigwoers’ evaluation of extended brands?

The study outcome has confirmed that this dimensiofit is useful means whereby firms
can determine how consumers are going to buildtnde and evaluate the new extension
they are to introduce. This leads us to the sulmjeadter that new products bearing a parent

brand name having a complement nature are moredbalyoevaluated by consumers.

Substitute

The other dimension of fit that has statisticalgeh verified to be significant is the variable
termed ‘substitute’ but unfortunately with a negaticoefficient. What the proposed
hypothesis stated was consumers’ attitude towarexéension is favorable when the parent
and the extension product classes have a substétiee, and can be used together in some
usage situations. The resulted significance (Pejalas .000. But the relationship indicated

through the beta coefficient has a negative sign-(882) indicating the opposite to the
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interpretation if it did result with a positive déeient. Therefore, the significance does not
mean that substitute does predict consumers’ fil@rattitude. The outcome may rather be
explained otherwise in that it may give the picttirat the variable can be used to explain the
less favorable attitude consumers may develop thwes extension. Bottomley and Holden
(2001) after their finding of such negative coeéfit outcome, commented that consumers
may find brand extensions launched in substitutelyet categories confusing. One of the
disadvantages of brand extensions pointed out dieiK@003) discussed in the literature
section also emphasizes this particular point tietiensions can confuse or frustrate

consumers.

Aidin and Akbar (2013) found a coefficient of cdatton that is negative for the variable

difficult but significant. They concluded that timaplication the negative coefficient has an
inverse correlation. That means consumers mayirfiegional to see an extension product
competing with the parent brand for which they havstrong ‘specific’ association and

preference. Brand extensions, basing the stafistigput, extended from more prominent
brands into product categories perceived to betgutes tend to be less favorably accepted
let alone linking and enhancing consumers’ attitualed positive evaluation for the

substitutability feature of the product. This mdgoamean that since this dimension is (Mao
et al., 2011) an alternative to the parent brand bBence possesses similar physical or
functional properties, consumers do not consideexansion with such a nature to be any

close to fit with the parent brand.

The research question goes asking ‘Does the egssi@ifit between the two products classes
help to predict consumers’ evaluation of extendehdis?’ Perceived fit from the dimension
of the research question, yes. Consumers’ attitomtard the extension is favorable when the
two product classes have a substitute nature veaBygothesis. Does it also comply with the
research hypothesis? No. The outcome suggestspihesite to the hypothesis but clearly
answers the question since the question addregssthav the variable can be used to predict
consumers attitude as a whole whereas the hypethddresses whether the variable can be
used to specifically predict consumers favorabtéudie. Assigning the result a meaning,
when the independent variable substitute increaseslue, the value attributed with the
dependent variable attitude decreases. That mehes wroducts tend to have a common
application and use context such that one prodawctreplace the other in usage and satisfy
the same need, consumers are expected to respandess favorable manner. Taking the

hypothetical extension brought up for Ambassadoamsxample, what may consumers’

2014 56



CONSUMERS EVALUATION OF BRAND EXTENSIONS: DURABLE GOODS MARKET

attitude toward the extension Sports Wear likely? bgut the variable hypothesized,
‘Consumers’ attitude toward the extension is pesitivhen the two product classes have a
substitute nature’ found to be not exactly conforgniThis finding, after all, shows how
consumers may evaluate indicating firms shall baravef consequences when producing or
importing extended brands with substitute naturegie market. This is because an extended

brand must be a logical fit with consumers’ exptote (Tauber, 2014).

Transfer

This variable analyzed via hypothesis four helpe@amswering whether a positive attitude
can be formed by consumers owing to companies’ fiaatwring capability transferability

which is addressed through a predictor variablenger ‘transfer’. This variable takes a
production-based view of extension fit and focusashow specific resources, skills, and
capabilities of the company can be utilized to middeenew extension product. And it proved
to be the second best predictor of attitude fronoragnall the variables entered in the
equation. That means when consumers perceive Higatfitm’s ability involved in the

production of the first product class can be passednd so is helpful in the production of
the second product class, consumers attitude towead extension product is favorably

influenced.

To put it another way, when consumers feel thaptwple, facilities and skills a firm uses to
make the original product is helpful, the favorahtetude and associations they have for the
original product will be transferred to the extemsi Tauber’s (2014) statement brought up
earlier in chapter one is useful to mention it hasewell. His concept which is similar with
the concept of Aaker & Keller's (1990) transfertesmed as Expertise where he states,
“Offering extensions in categories consumers belive firm has special knowledge or
experience is important”. The knowledge or the eigmee applied and developed in the
original product, according to him can be trangf@érto the extension. Consequently, when
consumers perceive that manufacturers can use twbgptuse in developing, refining, and
making the original parent product, their attitudeard the extension becomes positive. BIC
for instance, is known for stationary plastics t#fered lighters and razors made from
plastics. This answers the research question; Dlesexistence of fit between the two
products classes help to predict consumers’ evaluatf extended brands? From the

dimension of transfer perspective, it certainly sidelp. A firm can benefit from brand
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extensions into categories where possibilitiegarigfer of the performance in the making of
the original product are conveyed. Then consumellshave a positive evaluation of the
extended brand/product. This is because, as poimiedy Milewicz and Herbig (1994),
consumers’ perception of high quality performanae the first product can also be

transferred to the extension via the brand name.

This leads us to the subject matter that new prsdoearing a parent brand name are more
favorably evaluated by consumers where it is likédtat consumers will perceive the
company is capable of transferring what it has usegroduce the parent brand to the

production of the extension.

Difficult

Difficult in this study is a concept which refers the difficulty involved in producing any
given product. What it connotes is that brands red¢e into a category perceived to be
difficult or that require a particular effort andeasomehow regarded as not easy to work on
and accomplish the production of the extensiorgareerally viewed and evaluated positively
by consumers. This is associated with the extenttich consumers actually feel that the
parent brand name that they favorably consideenslihg its name to a product that is not
something easy to be manufactured or copied. Tinenaent for this given by Aaker & Keller
(1990) is that consumers may feel that it is ineangs to introduce a reputable brand name
in a trivial product class. And they added that #ssociation of a reputable name with an
easy-to-make product class may suggest to consutherdikelihood of an overpriced

product.

The idea really holds true in that the outcomehi$ study remains consistent with what
Aaker & Keller (1990) conceptualized and confirntacbugh their research. That means an
extension that creates a perception of being demausl positively associated and so can be
used to predict consumers’ attitude toward branteresions. According to the tested
hypothesis in this study, the difficulty of desiggiand making the extension product class is
found statistically significant suggesting difficplas a means to predict the dependent
variable attitude. Meaning that consumers do favarr easy to make extensions or have
positive attitudes toward extensions requiring mdnan usually expected or thought

production effort and skill. Guoqun & Saunders (2P@fter conducting a study concluded
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that new offerings are more likely to elicit suspits or negative associations when
evaluating extensions that are too easy to makeaditked that consumers feel a more
complex item as less likely to be a fake. So treeaech question that asks whether brand
extensions into categories that are perceived tdliffieult to make the new product are
useful in predicting how consumers evaluatdensions received an affirmation. When
producing new products with an already establisheahd name, making sure that the
category it is to be extended into is not regardedoo easy and not requiring an extended
effort is quite advisable. This strategy then, ade®d from the stand point of this variable,

becomes successful.
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CHAPTER FIVE : CONCLUSIONS, RECOMMENDATIONS , M ANAGERIAL

| MPLICATIONS , AND RECOMMENDATIONS FOR FURTHER RESEARCH

5.1. Conclusion

To recapitulate, four research questions concermregliction of consumers’ favorable
evaluation of brand extensions were set to be adddethrough five hypotheses in this paper.
The explanatory variables were parent brand reijpataperceived fit between the original
and the extended product (in terms of complemeiistiute, and transfer), and the difficulty
perceived to exist in the making of the extensinrarder to answer the research questions by
discovering the fundamental connection betweenethasiables and consumers attitude, the
five hypotheses were considered and subjected tcelabon and multiple regression
analysis. The dependent variable consumers’ agtituals operationalized by the average of
consumers’ perceived quality of the extension &ed fikelihood of trying it.

Accordingly, what variables are useful predictarsunderstanding how consumers actually
evaluate brand extensions of durable goods has besfred through this research. As a

result, parent brand reputation has been confirtodek the predominant aspect of a parent
brand useful to predict consumers’ favorable atgttoward an extension brand/product. The
perceived fit was also found statistically sigrafit and so defines favorable consumers’
attitude. Substitute from among the three dimerssiarms proved to be not useful in

predicting favorable consumers’ attitude, nevegbglmay become helpful in predicting the
reverse implying a due care. But a fit on eitherthad three is adequate (Aaker & Keller,

1990) since the dimensions, particularly complensend substitute are mutually exclusive

(Mao et al., 2011).

Positive attitude is also explained by the degffedifbiculty the extension requires. Meaning
that when the extension is perceived to be demgnmbnsumers’ attitude toward it becomes

favorable.

The special emphasis attached to the findingsas ¢cbnsumers form perceptions about an
extended brand based in part on the parent braadigation, the perceived fit between the
parent brand they already know and the new extenainod the perceived difficulty involved

in producing the extension product and they maksams accordingly.
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Despite what's been said, there is an importantidbat needs to be addressed here. Aaker
and Keller's (1990) comment points out the fact tt@sumers may not always accept an
extension of a high quality/reputable brand to @dpct class that is by comparison trivial or
very easy to make, even if fit is good. Meaningtthaen if the parent brand has the
reputation needed and the extension fits well éopgérent brand, if extended into too-easy-to
make categories, consumers may still perceiveappnopriate to see the reputable brand in a
small and of little importance product class. Arghia the extension may still suggest to

them the likelihood of being too costly for the wal

Hence, what is learned from the output produced disdussed so far is that the more the
extension is endowed with the variables proveddagtedictors in this study, the more the
likelihood for the brand to be a successful extamsirhis is essentially true for both who
exactly know what brand to buy and even those valo kither the motivation or ability to
judge extended brand related concerns. This isusec¢aas Keller (2003) pointed out,
consumers’ evaluation of the new product extenswnld be influenced by the extent to
which consumers held favorable association abaup#rent brand. To sum up, the high the
reputation of the parent brand, the more the lied that consumers associate it with the
extension leading to a favorable attitude. Agae, more the perceived fit exists, the more
consumers’ attitude become positive. The favoraltitude also results from the perception
consumers have in terms of the level of effort ¢hdended brand requires. It is then
appropriate to conclude that consumers evaluatensixins favorably by the presence of

these variables.

In a nutshell, the findings of this research preddery important and helpful points from
where consumers’ evaluation of brand extensiondl slhguart be viewed. Two entities,
domestic manufacturers who may be involved in pcody extended brands and firms
involved in importing foreign made extensions ftie tdomestic market, are those who
specifically can benefit from this study. The stadlyo paves the way for future researches in

the area and the findings it has come up with neayesthem as an input.
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5.2. Recommendation

Recalling the overall findings, parent brand repatg perceived fit (transfer & complement)
and difficult are crucial ingredients firms shoudd pursuing so that they can prevent their

new extended brands/products from the occurrentalofe.

Firms, before endowing their new products with atalelished brand name then, better give
care and check out whether the expected extensasnahy of the characteristics from
perceived fit.

It is again desirable to beforehand examine thatedjon the parent brand does have so as to
determine how consumers may react to the new agrteimgroduction. Existing brand names
can better be exploited when it has high reputatAdeo, furnishing the extension with a
complement feature that enables it go along wighp@rent brand leads to success. Firms can
further make an attempt to create a perceptionomsiemers mind that it can impart the
knowledge and materials used in the first well kndwand in the making of the extension.
This attempt may be by creating a marketing progtamsupport the extension. It is also
advisable to make sure that the category the bhsaexpected to be extended is not perceived
as too easy. Put differently, in influencing baping consumers’ likelihood of trial of their
new brand extension, it is better to create andeldpvthe favorable attitude-predicting
aspects proved significant in this study due carergnot to employ the strategy for a brand
extension that may possess a substitute type. TdR0&4) remarked that brand extensions
that could create confusion or a negative imagéfemparent should not be undertaken.

5.3. Managerial Implications

The results obtained and the conclusions offeredige several implications to marketing
practitioners that can create greater understarzbhgeen firms’ decision to introduce a new

product through brand extension and the succetbgesé extensions.

As Marconi (2002) put it, the public today, morartithe year he actually did comment in, is
exposed to a myriad of images and brand marketiessages every day. This same public is
the consumer firms produce and offer products Toey then, need to be aware of the fact

that what these consumers look for in the new ext@nare in part the variables discussed in
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this study. What the findings suggest is that catre¢éing on building and enhancing parent
brand reputation, perceived fit, and the percepbbmlifficulty involved in producing the

extension eventually pays off.

5.4. Recommendations for Future Research

Since this study has used only one brand, furteeearch is recommended to include
additional more variety of brands as stimuli towrasthe generalizability of findings across

different durable goods.

A research in the future shall also include adddiovariables, other than the variables put to
use in the current study, that are theoreticallidv@nd have been tested in several researches
such as the perceived fit component Brand ConceptsiStency by Park, Milberg, and
Lawson (1991) and Consumers Innovativeness by Mezri& Pina (2009).

All the four variables have been confirmed to pcedftivorable consumers’ attitude whereas
the variable substitute is confirmed to predict tleverse. Further research is then
recommended to testify this finding since as higitied in the limitation of the study, the

nature of the stimuli might have led to this.

Though the researcher is sure enough that the mekcoould be generalized to other durable
goods, it is advised that further research shatidr&lucted with a more certain durable goods

such as phones and refrigerators that could plovéridings of the current study.
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APPENDIX A: QUESTIONNAIRE (PRE-TEST)

Addis Ababa University School of Commerce
Post Graduate Program, Marketing Management - April 2014

| am a student at AAUSC currently conducting mystheas a partial fulfilment of the

requirements for the Master of Arts Degree in MéngManagement.
Please read the following summary of the concepfobe you go to the questions.

Brand extension is the use of an existing branden@na particular product category to name
a new product in another category. EYamahais a brand name used for the first product
Yamaha Musical Instruments (called Parent Brand)which has been used to introduce
Yamaha Motor Bikes (the extension) The two products are in battery category &

flashlights category.

The brands can be of domestic/imported/ both. didigisable you do not mention brands that
are part of services such ldstels andBanks and brands that are Non Durable (products that
are sold quickly and will be used few times) suslr@od items, cosmetics, soft drinks and
the like.

| honestly appreciate you are willing to particgpat this study and thank you in advance for
your genuine and valuable responses. | herebyeagsurthat all the answers you provide are
aimed to be used for the study purpose only andaodiadly confidential. Your anonymity is

guaranteed as well.

Please write your Gender here ------------------

E.g. Brand/Product Type (Parent) Brand/Product Type (Extension)
1. Yamaha Musical Instruments 1. Yamaha Motor Bikes
Brand /Product Type (parent) Brand/Product Type (extension)
OSSR ——— g S S——
e
2. e 1. e
2.
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3. Please truly indicate whether you will use yourgmarbrand knowledge to evaluate when

you purchase a new product (the extension) byrmguttimark only in one of the two for the
guestion;

| try to evaluate a new product even though itabed by the brand name of the first
product | am familiar with

In many instances [ | In few instances [ ]
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APPENDIX B: QUESTIONNAIRE (MAIN )

Addis Ababa University School of Commerce
Post Graduate Program, Marketing Management - May2014

| am a student at AAUSC currently conducting mystheas a partial fulfilment of the
requirements for the Master of Arts Degree in MarigeManagement.

The success of this thesis is obviously possilieutih your genuine, timely, and complete
answers. So | thank you so much in advance becausare contributing to its success. |
hereby assure you that your anonymity is complekejyt and also all the information you

provide will only be used for the purpose of thisdy.

My heartfelt appreciation goes to you as you atpihg me!

Section One:please put\/ mark to indicate your answer
1. Gender Male [ ] Female [ |

2. Age Under 14:| 18- 24 D 25-30 D Above 30 D

Section Two:

Ambassador Suit (Parent Brand) is to be used tdym® Ambassador Shoe (Hypothetical
Extension). Pleaskonestly put \ mark to indicate your answer for the following ftaen

guestions.
» (PB- Parent Brand & EXExtension)

1. | am familiar with the brand name Ambassador

Strongly Disagre| ] Disagr{ | tSore [ | Agree [ | Strongly Agree [ |

2. | have a tendency to evaluate a new product éveis called by a brand name of the first
product | am familiar with

Strongly Disagre{_| Disagre[ | otSure [ | Agree [ |Strongly Agree [ ]

3. How do you rate the parent brand (PB- Ambass&8dd) in terms of its positive

reputation?
[] []

Verylow [ ] Low Not Sur [ ] High Very High [ ]

4. Your attitude toward an extension product (EXh bdelis influenced by the reputation of
the parent product (PB).
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Strongly Disagrd |  Disagreq | tSore [ | Agree [ | Strongly Agree | |

5. The Suit and the Shoe are complements that Idvoel likely to use together in certain
situations.

Strongly Disagre | Disagre{ | Not Sure [ | Agree [ ]
Strongly Agreq |

6. How likely you become influenced positively whgyu can use an extension product (EX)
together with the parent product (PB) in some usdgations?

StronglyUnIikeID UnIikeI|:| Notuse |:|Likely D Strongly Likely D

7. The Suit and the Shoe are substitutes that Idvoei likely to use the Shoe in place of the
Suit in certain situations.

Strongly UnlikelyD Unlikey D Not Sure |:| Likel |:|
Strongly Likely[ ]

8. How likely you become influenced positively whgyu can use an extension product (EX)
in place of the parent product (PB) in some uségatsons?

Strongly Unlikely] | Unlikel{ ] Not Sur{ ]|  Likely | Strongly Likg |

9. How likely you think the people, facilities, amsttills used in developing, refining, and
making the original parent product (Suit) be helpfthen the manufacturer makes the
extension product (Shoe)?

Strongly Unlikel{ ]  Unlikely [ ] NotSure [ ]Likely [ |Strongly Likely [ ]

10. | have a favorable attitude toward an extensibare | think people, facilities, and skills
used to produce the parent brand can be helpfuiaducing the extension.

Strongly Disagre | Disad p NotSur{ |  Agr{ ] Strongbree| |

11. What do you think the Shoe is?
Too Easy to Makq | Easpake [ | Not Sure [ |
Difficult to Make [ ] Too Di€ult to Make [ |

12. When an extension (EX) is in a product catedopgrceive as too easy to make my
attitude toward the extension is unfavorable.

Strongly Disagre| | Disag[ | Not Surq | Agr{ | Strongtyreq |
13. Rate the overall perceived quality of the esi@m (Shoe)

Very Low[ ] Loy ] Not Surq ] Hid | yeétigh[ ]
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14. What is the likelihood (probability) of you tng this extension (Shoe) assuming you
have planned to purchase a product in this proclass, i.e. Shoe?

Strongly Unlikely | Unlikel[ ] Not Sure] |  Likel ] Stronglykely [ ]

Question 7, 9 and 12 are adapted frévaker, David A., & Keller, Kevin L(1990) and question 1 is adapted

from Mulusew Demile (2012), modified.
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APPENDIX C:

SPSSouTPUT

Appendix Table 1: Overall Reliability for the Avgrad Items

Reliability Statistics

Cronbach's Alphg N of Items

.821

8

Appendix Table 2: Reliability for individual itentsefore average

Item-Total Statistics

Scale Mean if | Scale Variance iff Corrected Item-| Cronbach's AIph:l

Item Deleted Item Deleted | Total Correlation| if ltem Deleted
Familiarity 47.74 41.142 .814 .763
Aptness to Evaluate 47.81 41.086 .822 762
Reputation of Ambasador 47.63 50.637 .380 .756
Reputation 48.20 46.039 .550 737
Complementarity of 48.43 49.055 .340 .760
Ambasador
Complement 48.38 48.712 410 752
Substitiutability of Ambasadof 48.26 54.633 .025 .788
Substitute 48.25 50.015 317 .761
Transferability of Ambasador 48.29 52.961 .153 775
Transfer 48.06 48.952 .337 .760
Difficulty of Ambasador 47.99 51.114 .294 .763
Difficult 48.09 51.238 .268 .765
Quality of the Extension 47.93 53.872 .229 767
Likelihood of Trial 48.22 51.926 .399 757
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Appendix Table 3: Frequency table showing subjeztponses as to their familiarity with the
stimuli

Familiarity
Frequency | Percent | Valid Percent Cumulative
Percent
Strongly Disagree 10 4.3 8.7 8.7
Disagree 8 3.5 7.0 15.7
Not Sure 8 3.5 7.0 22.6
Valid
Agree 29 12.6 25.2 47.8
Strongly Agree 60 26.0 52.2 100.0
Total 115 49.8 100.0
Missing  System 116 50.2
Total 231 100.0

Appendix Table 4: The degree of relationship betweniliarity and attitude

Correlations

Familiarity Attitude
Pearson Correlation 1 446"
Familiarity  Sig. (2-tailed) .000
N 115 115
Pearson Correlation 446" 1
Attitude Sig. (2-tailed) .000
N 115 115

**_Correlation is significant at the 0.01 level {@i{ed).
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Appendix Table 5: Frequency table showing consuntenslency to evaluate brand

extensions
Aptness to Evaluate
Frequency Percent Valid Percent Cumulative
Percent

Strongly Disagree 10 4.3 8.7 8.7
Disagree 8 3.5 7.0 15.7
Not Sure 11 4.8 9.6 25.2

Valid
Agree 31 134 27.0 52.2
Strongly Agree 55 23.8 47.8 100.0
Total 115 49.8 100.0

Missing  System 116 50.2

Total 231 100.0

Appendix Table 6: Correlation table showing relasbips between attitude and independent
variables, and among variables

Correlations

Attitude | Reputatior] Complemen{ Substitutg Transfer| Difficult
Pearson Correlatio 1 527" 266" -156 | .452"| .352°
Attitude Sig. (1-tailed) .000 .002 .047|  .000 .000
N 115 115 115 115 115 115
Pearson Correlatio] .527" 1 318" 286" | .3357| .393"
Reputation  Sig. (1-tailed) .000 .000 .001 .000 .000
N 115 115 115 115 115 115
Pearson Correlatio] .266" 318" 1 359" | 219" | .337°
Complement Sig. (1-tailed) .002 .000 .000 .009 .000
N 115 115 115 115 115 115
Pearson Correlatio] -.156 .286" .359" 1 .060| .195
Substitute  Sig. (1-tailed) .047 .001 .000 261 .018
N 115 115 115 115 115 115
Pearson Correlatio] .452 .335" 219" .060 1| 187
Transfer Sig. (1-tailed) .000 .000 .009 .261 .023
N 115 115 115 115 115 115
Pearson Correlatio] .352 .393" .337" 195 | 187 1

Difficult Sig. (1-tailed) .000 .000 .000 018  .023
N 115 115 115 115 115 115

**_Correlation is significant at the 0.01 level {died).

* Correlation is significant at the 0.05 level @iked).
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Appendix Table 7: A table showing confidence inggs\for B and VIF

Coefficients
Model Unstandardized Standardized t Sig. 95.0% Confidence Collinearity Statistics
Coefficients Coefficients Interval for B
B Std. Error Beta Lower Upper | Tolerance| VIF
Bound Bound
(Constant) 4,719 A71 10.023| .000 3.786 5.652
Reputation .243 .045 .431| 5.425(.000 .154 .332 722 1.384
Complemen .080 .040 .156| 2.016|.046 .001 .158 767 1.303
! Substitute -.230 .045 -.382| -5.156( .000 -.318 -.141 .832 1.201
Transfer .160 .043 .267| 3.680| .000 .074 .246 .867 1.154
Difficult 101 .049 .155| 2.049(.043 .003 .199 .796 1.256

a. Dependent Variable: Attitude

Appendix Table 8: A diagnostics table showing noolinearity’s nonexistence

Collinearity Diagnostics’

Model Dimension] Eigenvalug Condition Variance Proportions
Index (Constant)] Reputatior] Complemen] Substitutg Transfer| Difficult
1 5.859 1.000 .00 .00 .00 .00 .00 .00
2 .044 11.495 .01 .03 .52 .09 .24 .01
3 .035 13.008 .01 .01 46 .46 a7 .00
! 4 .027 14.633 .00 14 .00 .23 .35 .38
5 .022 16.156 .07 .82 .00 .00 .00 .28
6 .012 21.990 91 .01 .02 22 .23 .33

a. Dependent Variable: Attitude
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