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The Effects of the Type of Brand Extensions on Evaluations of
Target Extension Product in Dissimilar Extensions:
Focusing on the Moderating Role of Brand Concept and the Price of
Target Extension Product®
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The Effects of the Type of Brand Extensions on Evaluations of

Target Extension Product in Dissimilar Extensions:
Focusing on the Moderating Role of Brand Concept and the Price of
Target Extension Product
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Abstract

In this study, we investigate the relative effectiveness of the two types of brand extensions
(sequential extensions vs. direct extensions) in dissimilar extensions and examine the moderating role
of two key variables - brand concept(functional brand vs. symbolic brand) and price of target
extension product(low vs. high).

The results from two experiments show that consumers evaluate the target extension product
more favorably when brand is extended sequentially to dissimilar categories than when it is
extended directly. However, the difference of target extension product evaluation between sequential
extensions and direct extensions decrease when brand is symbolic and price of target extension
product is high. Theoretical and managerial implications of the finding are discussed and inplications

for future research are suggested.
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I. Introduction

In investigating the effects of the parent
product category on brand extension evaluations,
past research has shown that some degree of
similarity between the parent and the extension
product categories is necessary for the desirable
properties of the parent brand to transfer to an
extension product(Aaker and Keller 1990:
Boush and Loken 1991). This means that
brand extensions should be limited to simular
categories.

However, academic researchers and marketing
practitioners alike have recognized that marketer
are often motivated to either extend brand to
seemingly dissimilar categories to take advantage
of additional marketplace growth opportunities
(Dawar and Anderson 1994; Klink and Smith
2001: Roedder-John, Loken, and Joiner 1998).
This suggests that marketers can proactively
manage the introduction of dissimilar brand
extensions to enhance consumer acceptance.

As these reasons, we investigate the relative
effectiveness of the two types of brand
extensions(sequential extensions wvs. direct
extensions) in dissimilar extensions and examine
the moderating role of two key variables-brand
concept (functional brand vs. symbolic brand)
and price of target extension product(low vs.
high).

yal
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. Theoretical Background &
Hypothesis

Researchers have traditionally classified brand
concepts into two broad categories: functional
and symbolic(Park, Milberg, and Lawson 1991).
A functional brand stresses the performance of
the product in terms of the functional needs of
a consumer. On the other hand, a symbolic
brand emphasizes social and hedonic aspects of
a product and is understood primarily in terms
of consumers expressions of self concept or
image.

According to Johnson(1984) or Susan and
Dekleva(1987) study, symbolic brand is more
abstract than functional brand and it is able to
accommodate a more diverse set of objects
that share fewer feafures. These studies
represent the potential for greater extendibility
across different product categories for the
symbolic brand even though less similar
categories. For these reasons, we propose the
following hypothesis 1.

H1: The difference of target extension product
evaluations between sequential extensions
and direct extensions will be more
decreased for symbolc brand than for

functional brand.

Generally, when consumers evaluate new

products, they have limited experience or
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knowledge about the new offering. The extant
price-perceived quality research shows that in
such situations when objective information
avaliable about the new product is low, price is
likely to be used as a cue to quality{Bearden
and Shimp 1982: Rao and Monroe 1983: Tellis
and Wernerfelt 1987).

In the context of brand extensions, when an
extension is judged to be conceptually similar
to the parent brand, perceptions and associations
about parent brand have a high degree of
relevance to the extension and therefore should
be perceived as diagnostic of the extension
offer. Thus, when a similar extension is con-
sidered, additional extrinsic quality cue infor-
mation, such as price, is less likely to affect
perceived quality extension evaluations. Conversly,
when faced with an extension that is judged to
be dissimilar to the parent brand, parent brand
associations have less relevance to the ex-
tension and, therefore, should be perceived as
less diagnostic of extension quality. Since parent
brand associations are perceived to be less
diagnostic, additional quality cues, such as price,
are more likely to be perceived as diagnostic
and enter info the qualily judgement. Thus,
the high price information of target extension
product have a larger positive Impact on
perceived quality evaluation of direct extensions
than for sequential extensions, On the basis of
this reasoning, we formally offer the following

hypothesis 2.
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H?2: The difference of target extension
product evaluations between sequential
extensions and direct extensions will be
more decreased when the price of
target extension product is high than

when it is low.

M. Experiment and Results

In order to do an empirical testing of the
hypothesis presented above, a 2(type of brand
extensions: sequential extensions vs. direct
extensions) X 2(brand concept: functional
brand vs. symbolic brand) X 2(price of target
extension product: low vs. high) between-
subjects factorial design is employed. Before
conducting the main experiment, four pretests
are carried out to identify an appropriate
product category and brand for the experiment,
and to develop appropriate manipulation for the
price level of target extension product. Especially,
the present study conducts two experiments
with the same experimental design to enhance
external validity of results: one with fictitious
parent brand(experiment 1) and the other
with real parent brand(experiment 2).

In experiment 1, the results indicate that
participants evaluate the target extension
product more favorably when brand is extended
sequentially(M=393) than when it is extended
directly(M=338) to dissimilar categories(F



(Table 1) ANOVA Results(Experiment 1)
Dependent Variable: Evaluation of Target Extension Product

Source Mean df. MS F-value
A. Type of Brand Extensions
. - %k k
S(équentml Ex'tenswns 303 1 30422 18.632
Direct Extensions 338
B. Brand Concept ’
i 8.190***
Functlopal Brand 349 1 13503
Symbolic Brand 382
C. Price of Target Extension 1 35,08
Product 333 21.250***
Low 394
High )
AXB 1 7542 4.574%*
AXC 1 5945 3.605*
BXC 1 2651 1.608
AXBXC 1 07 043
Error 236 606

* p<1, *¥* p<05, *** p<01

(1,236) =18.632, p<01: see (Table 1)).
However, the difference of target extension
product evaluations between sequential extensions
and direct extensions decrease for symbolic
brand than for functional brand. That is,
consumer evaluation of target extension product
for functional brand is 386 and 3.09, res-
pectively, for the sequential extensions and
direct extensions, for a net difference of
0.77(LSD, p<.05). On the other hand, consumer
evaluation of target extension product for
symbolic brand is 398 and 3.66, for the
sequential extensions and direct extensions,
respectively, for a net difference of 0.32(LSD,
p=ns.). The interaction effect between the

type of brand extensions and brand concept is
significant (F(1,236) = 4.574, p<05: see (Table
1>), thereby supporting HI as well.

Also there is a significant interaction effect
between the type of brand extensions and price
of target extension product(F(1,236)=3.605,
p<l: see (Table 1)). Specifically, when the
price of target extension product is low, the
difference of target extension product evaluation
between sequential extensions(M=375) and
direct extensions(M=2.98) is 0.77(LSD, p<1).
However, when it is high, the difference of
target extension product evaluation between
sequential extensions and direct extensions is
much smaller(4.11-3.76=0.35: LSD, p=ns.).
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(Table 2> ANOVA Results(Experiment 2)
Dependent Variable: Evaluation of Target Extension Product

Source Mean df. MS F-value
A. Type of Brand Extensions
S tial i **
équen 1al Ex.tenswns 350 1 4309 6.336
Direct Extensions 390
B. Brand Concept '
F t Sekok
unc 1o§al Brand 314 1 8477 12.463
Symbolic Brand 356
C. price of Target Extension ’
1 17612
Product 25.896%**
3.05
Low 365
High )
AXB 1 3.066 4 508**
AXC 1 2.075 3.051*
BXC 1 010 015
AXBXC 1 1.976 2.905*
Error 186 680

* p<1, ¥ p<05, *** p< 01

Therefore, there is marginally support for H2,

Saving that experiment 2 is conducted with
real parent brand instead of fictitious parent
brand, it is identical to experiment 1. The
results show that participants, like experiment
1, evaluate the target extension product more
favorably when brand is extended sequentially
(M=350) than when it is extended directly
(M=320) to dissimilar categories (F(1,186=
6.336, p<.05: see (Table 2)).

However, the difference of target extension
product evaluations between sequential extensions
and direct extensions decrease for symbolic
brand than for functional brand. That is, the
interaction effect between the type of brand
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extensions and brand concept is once again
significant(F(1,186) =4.508, p<.05; see (Table
27). Specifically, consumer evaluation of target
extension product for functional brand is 3.42
and 288, respectively, for the sequential
extensions and direct extensions, for a net
difference of 0.54(LSD, p<01). On the other
hand, consumer evaluation of target extension
product for symbolic brand is 3.58 and 353, for
the sequential extensions and direct extensions,
respectively, for a net difference of 0.05(LSD,
p=ns.), thereby supporting HI.

Like experiment 1, there is a significant
interaction effect between the type of brand

extensions and the price of target extension



product (F(1.186) =3.051, p<.1: see (Table 2)).
Specifically, when the price of target extension
product is low, the difference of target extension
product evaluation between sequential extensions
(M=330) and direct extensions(M=281) is
049(LSD, p<.01). However, when it is high,
the difference of target extension product
evaluation between sequential extensions and
direct extensions is much smaller(3.70-3.60=
0.10; LSD, p=n.s.). Thus, we also find support
for H2 in experiment 2.

IV. Summary and Discussion

The results from two experiments show that
consurmers evaluate the target extension product
more favorably when brand is extended
sequentially to dissimilar categories than when
it is extended directly. However, the difference
of target extension product evaluation between
sequential extensions and direct extensions
decrease when brand is symbolic and price of
target extension product is high.

Implications of this study are like these. First,
unlike functional brand, it is more effective
that symbolic brand are extended directly to
dissimilar categories, considering resource and
time or expensive opportunity cost required in
the sequential extensions. Second, a high-price
introductory strategy will likely be more effective

In enhancing perceived quality evaluations

when brand is exfended directly to the
dissimilar categories than when it is extended
sequentially. Finally, limitations of this study
and implications for future research are

suggested.
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