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Abstract

Companies use different methods for extending their business &rediff markets and to
different segments. Regarding different methods, brand extension is dhe ofost popular
strategies for extension of business. However, brand extensiomadibbscome successful for
every brand, it is very risky. The purpose of this thesis isutdydtorizontal brand extension and
customer perception. We will discuss horizontal brand extension atwioitsiain types which
are franchise brand extension and line extension. Brand extensess isxipensive as compared
to a new product development in the market. Sometimes a faillmeuodl extension affects the
image of its parent brand. Consumer perception is very importanextension of market
because success or failure of an extended brand depend on the peafeq@isumers and their
attitudes toward the extended brand. We use three (3) different foougsgand eight (8)
individual interviews for to find out about the consumer perception, about h@lizmmnd

extension and its effect on parent brand.

Key words. Brand image, Brand extension, Horizontal brand extension, Consumer

per ception, L oyalty
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Horizontal Brand Extension and Customer Perception

Chapter 1 Introduction
1.1 Background

From start until the end of the day, people’s lifestyles areosnded by various brands of
products and services, but they do not notice in their daily routine. feapde perceive the
brand which they consume, whereas others do not pay any attentioA tvand that customers
are aware of and recognize can be a first step of succesarketing strategy. Due to the
competition in the market, products are quite similar to the corapgtdnes. While positioning

a brand in market and to customers, marketers need to make theirtproduservices

distinguishable from competitors’ ones. It is obvious that some bramdsuccessful while

others do not achieve their goals.

When we talk about “brand”, brand has a tangible value added to a corpagyodwill
associated with respect to brand name and through higher sales (JobbgrZ®&h The brand
itself has its own value. Some global brands such as Coco-Cola, dficrtBM, Toyota,
McDonald’s, IKEA, and further top global brands have an estimated viabwe &JS$ 10 billion.
For example, Coca-Cola’'s company brand is valued at US$67 billion, Busmess Week
(Kiley 2006). A brand can identify the product and service. A brand doeseedtto explain
itself in a long sentence. Some brands are associated so \stwotigh product or service that
customers know about their purpose or use from the brand names.afrgplexif somebody

talks about McDonald'’s, fast food will come into a customer’s mind.

Companies always search for new opportunities in various marketdén to expend their
business. They comes out with different new products in differgmesats and markets. They
always try to capture more market shares by using differearketing strategies. Brand

extension is one of these strategies.

Most of today’s companies use brand extension as a tool to expandrtuicts into different
dimensions. Some expand in the same category that they alreadigg@rwhereas others launch
new product lines (Merz et al. 2008). There are many definitonghe brand extension.
Referring to Jobber and Fahy (2006), brand extension is the use sthhhsbed brand name on
a new brand within the same broad market. Kotler (1991) defiaesl lextensions as “any effort

to extend established brand names to launch new or modified prodlicessoiThe importance
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in the establishment of brand extension to be success is the coressbrimeen brand name and

new product category”.

Brand extension is divided into two types. These are horizontalsateand vertical extension.
Horizontal brand extension is usually regarded as dissimilar éotetigat applies an available
brand name to enter in a new product category (Randall et al. 1998¢aVextension refers to
extending an existing brand to a product at a different price oityglarel (Kim et al. 2001,
Kirmani et al. 1999, Randall et al. 1998).

Horizontal extension is normally considered as the differencéeofptoduct categories from
parent brands or new product to same class. New product in sameésciasociated with line
extensions, while different product category is associated wdtitliise extension. Horizontal
brand extension expands the parent brand’s market coverage, providg,vand renew
consumer interest in the brand (Aaker 1996, Ambler & Styles 1997rKEIB8). According to
Milberg (1997), line extension can be divided into a sub-brand or a digewd.bh sub-brand is
obtained by the use of a new brand name, differentiating with n@sscahd new symbols, but
keeping the name of the parent brand discreetly on the tag irtiaghgeand product materials.
Direct branding strategy is defined as a new extension thstrasgly linked to the parent
brand’s name, colors, and/or symbols, which appear in a promineribpasithe brand name
(Milberg et al. 1997).

There are many factors along with the advantages and disad@mdgonducting brand
extension for current brand. For example some companies arsuwargssful after expanding
their product or service that is the result of understanding the radttireir brands. Referring to
Haig (2005), there are some examples of brands those are veegsut after extension in their
products, while others face a failure in the market. For instamd®82 Coca-Cola has launched
Diet Coke. Today this is the third most popular drink by Coca-Colahé&umbore, Gillette razors

and shaving cream are another example of a successful extension.

Companies having an existing brand are not always successful vayeimytho introduce a new
category within their brand. Even though brand extension may imecszds volume in short
term, on the other hand it can also devalue the brand’s identity indongIh the United States

for instance, 7-Up cut its share of the market in half, when they added brandrarsich as 7-
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Up Gold. As well as Pond’s, a well known brand of face cream, tlratlheady extended its
products before into soap products, but unfortunately it was not so popudar,itvvdpplied this

brand to toothpaste.

Therefore, companies should know and understand the nature, characpenipose, and use of
their brands and products. Accordingly, they should extend their brhlodgever, it is not
important to do this because they can also comes out with a negogatSince these two
strategies in horizontal extension are completely differentyrgpany needs a complete research

and good understanding of the market.

1.2 Problem discussion

Brand extension is one of the most popular strategies for busirmssdahe world in every
industry sector. When the brand is already well known after speadiragnount of money on
marketing in order to create a strong brand image, it isfomthe brand to give birth to future

profitable products and services.

New product launch is always a good strategy for growth of aéssi Brand extension can also
be defined as use of an established brand name for launching new poydestgaces, which is
a good strategy for the success of a new product or service. Ges\pae different methods for
extension of its brand. Either they go for vertical extension of boarfior horizontal extension.
Both methods are used by companies in different situations aasvealt different products and

markets.

“Most companies run in to brand extension seeing it as a cheap&santgsky way of launching
innovation than creating new brands. In reality the benefits areclgsand dried, with the

majority of extensions dying an early death” (Taylor 2004).

The success and failure of brand extension depend on the company reseketh, nature of
extension and consumer attitude toward extension. Brand extension ganylmiccessful as
compared to new product development. Many companies has done suldoessd extension,

but on the other hand they also have weak point as if the compaotyable to understand their
own brand before extending their product or service it can bringdosew extension. This is

the challenge which needs to be understood by a company. Therefoompany needs



Horizontal Brand Extension and Customer Perception

knowledge about how to extend its brand, how to perform proper marketcreséa this

context, a company also has to understand the positive and negative effects of bresnahexte

Many researches and studies about success and failure of btansi@x are available that can
guide managers regarding easy decision making (e.g. Aakall&r 1990, Bottomley & Doyle
1996, Dacin & Smith 1994, Swaminathan et al. 2001). Though, there is $aitkawhen
focusing on evaluation, specifically in the horizontal extension aloith the customer
perception in both positive and negative ways. Due to lack of researbbrizontal brand
extension and much advantage for company make this area more important for torgtedy fu

1.3 Purpose

Companies around the world have done extension for their brand to fildhest and introduce
products and services according to needs and wants of customers. Buishonvers perceive

them? The aim of our thesis is to find out this.

More precisely, the fundamental objective of our thesis is toifglesinsumer perception on
brand extension. When companies do extension of a brand, does it affecheopgrception?
Furthermore, we focus on factors on which companies can change esrsnception through

which they can attract them to extended brand.

In this context, we will focus on horizontal extension in which wi lghlight both line and
franchise brand extension. Through individual interviews as well@sfgroup interviews we
try to get result about how customers perceive these kinds of hotizxtension and,

consequently, try to understand customer perception.

1.4 Resear ch questions

Our two research questions are as follows:

» Does horizontal brand extension affect the companies in relation to customer
per ception?

» How do consumer s per ceive horizontal brand extension?
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Chapter 2 Literature Review

In this chapter we give a brief overview about research wishbeen conducted about brand

extension. We also link these studies with our research.

Dhananjay Bapat and J.S. Panwar (2009) had work on consumer evaluation of Branoistensi
They made the study in the Indian context with some famous bthagsexamine Lux and
Nirma in deodorant, Amul and Maggi brands in to potato chips, LIC andrnReliato banking
sector, TATA motors venturing into bikes and Bajaj Auto limited emgefrom bike to cars.
They examine the evaluation of brand extensions for real brands in hypotheticat peddgory

by using survey. As a whole they make their research in eiffarategories and they take cases
from the market. They identify the factor for successfanlrextension. their finding indicate
that successful extension of brand not only depend on strong parent biardt@assbut also on
extendable category borrowed brand extension. They conduct their resetwo main area of

India (Ahmedabad and Baroda). They made survey in these areas by theg. findi

Chung K.Kim, Anne M.Lavack and Margo Smith (1995) did their research inglaeofi another
type of brand extension. They wanted to know about the evaluation of consnnvartical
brand extension. it was a scientific research in which theyenhad experiments to measure
consumer evaluations on both core brands and vertical brand extensiomeatieeyesearch on
the effect of direction of brand extension (Step up Vs Step dawd)distancing techniques
(close, Medium and far). In their research they examinemipadt of product concept (function
oriented Vs prestige oriented brands). They made two studies in@tedihey use car (lexus,
Toyota) and in study 2 they use wrist watches (Rolex, Timexgy Tind out that any type of
vertical brand extension either step up or step down has a negafpaet on consumer
evaluation of the core brand. However increasing the perceived distatwoeen the core brand

and brand extension reduces this negative impact on the core brand.

Another study in this related field was carried out from Davidaker and Kevin Lane Keller
(1990). They make two studies to obtain insight on how consumer foritaslegttoward brand
extensions. In one study reaction to 20 brand extension concepts involvimgildtaown brand
names were examined. In this study they find out that attitwlard the extension was higher
when there was perception of “Fit” between extended brand and otgarad. In second study

examined the effectiveness of different positioning strategiegxXtension. They find out that

5
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potentially negative associations can e neutralized more efflgctibye elaborating on the
attributes of the brand extension than by reminding consumers of passdociations with the

original brand.

Mostly these study were done scientifically and experimeats wse to come to know that how
consumer evaluate brand extension. We employed qualitative methodsrfogsearch using
students as our target group. The data were collected through indivithraiews and focus
group interviews. The study ranges of these researches arevids either with over all
extension types or with samples in the market. We have targetgdsioinlents studying in
Karlstad University regarding one main type of brand extension, inas# lkorizontal brand
extension. We investigated about horizontal brand extension on consumer perception. We did not
make our study in any specific case but we discussed diffexamiples of expensive brand as
well as daily routine product brands.

Kim at al (1995) had study another type of brand extension and gw\taldy the impact of
function product which we use an example but not in the same field. stln@y vertical brand
extension while we are working on horizontal brand extension. Hartmaah @990) use
franchise extension, that how customer evaluates them, they useeaging model through and

categorization theory.

We study franchise extension as well as line extension amdidvweot make it specific to any
theory regarding extension but in general we study the horizoatad lextension and perception
of customer. These researchers worked on how consumer evaluaterated brand in any type
of brand extension while we are study how they perceive thadedeorand and what they think

about the effect of extended brand on parent brand.



Horizontal Brand Extension and Customer Perception

Chapter 3 Theoretical Framework

In the following section we focus on the theoretical framework, npreeisely on brand
extension and customer perception toward this extension. We introduce ithlated to brand
extension both vertical and horizontal, since this gives the redolettea understanding of the
wide picture of brand extensiohater, we give only attention to horizontal brand extension

which this thesis focuses on.

In this paper we focus on two main factors: the first one &s -already mentioned — brand
extension and the second one is customer perception. In this conteesenbdebrandingin the
first sub-section (3.1). Related to branding is the question why it is importanie@tand that

leads to and creates a strong position in the market, and to get a competitive advantage

In the first sub-section (3.1) we descriBeanding This includes the importance to create a

brand which leads to a strong position in the market,

Theory that is used in this paper from section (BrBnding,how it is important to have brand
that lead to create strong position in the market, get competdiiv@ntage and as well Bsand
image 8.2) that connected with the brand equity, which have direct effectamml l@xtension
section (3.4) explain about the creation of brand equity among custbigiercustomer base

brand equity make the image of company strong which is important for franchessiext

In chapter section 3.3 we discuss brand extension and two main tyijpelSrom sections 3.1 to
3.3 we also present theory about the topic brand as well as witti tekated topics that affect
the extension of a brand. In the end of this chapter (3.5), theory hbauto understand
customer perception is considered. Specific factors for percemteodiscussed because these
ones work together with extension of brand. These factors can changeertteption of

consumers and make extensions successful or unsuccessful in the market.

3.1 Branding and itsimportance

Branding is an activity that takes place in business marketsewdmmpanies try to separate
themselves from competitors. According to a phrase from Fortuegadihe published in the
book “Brand and Branding”, “in twenty first century branding ultimateily be the only unique

differentiator between companies, brand equity is now a key a@Sktfon et al. 2009).
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Companies spend a lot of money in order to build a strong brand imagasaomers’ mind.
However, companies use different advertisement channels foruttlisas electronic and print
media: for example, radio, TV, newspapers, magazines, and billbgaeddirsg millions of
dollars by sponsoring different events, musical festivals, and celelfkte€sracken 1989). They

attract consumer in one or another way.

Before a brand was used to make a product different from anothehahenables them to trace
the manufacturer for holding the brand and responsible for assuring thty god promises
attached to brands (Keller 2001). Today brands have become an assdirfioy \&@hich is
important to develop continuously further if a company wants to bessfot and to compete in
the market (Aaker 1991).

In this regard, today brands are a major player in our lifepanétrate in nearly all parts of our
life; we can observe this in our social, cultural, religious, sporting, and econciwities (Klein
1999).

Brands are becoming such an asset which plays an important toke snccess of companies.
By a famous brand premium prices can be realized in market. @@apavhich are able to
create a strong image in the customers’ mind, always takeetitive advantages in the market.
Creating a brand is important, since today’s companies sell prothuttsustomers buy brands.
According to Kapferer (1992), a brand is not just a symbol, logo wrenbdecause saliency,
differentiability, intensity, and trust make that symbol, logo on@#o a brand. In these modern
ages the customer has so many alternative choices for one prodactioe. Therefore, they do
not spend much time in differentiating between them. If they dbthsty are not sure about the
product or service, more risk and uncertainty is involved by purchasimgknown brand. That

is why they go for brands which have already created trust in the market.

If we observe today’s fast and modern life, there are a numbeardd from which consumers
have to select. Some brands are so effective and have createmhsutdge in the customers’
mind that when consumers think about a product or service, a particated dutomatically
comes into their mind or it takes place in priority list duringibg decision. Image of a brand is
made in a way that evens the name, logo, symbol tells all the story @ntipaigy; what it offers

and what it sells. Many brands have developed their sloganshnasway that consumers come
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to know what fundamental task is the product has (Kapferer 1992)x&ammpée, Microsoft has
developed a slogan “where do you want to go today” or “Life is goaeited by LG. There are
many further slogan examples like “Connecting people” communicgtétbkia in such a way,
that most of the consumer can recognize it. According to Kelgdl), there must be brand
salience in the brand which refers to the brand awareness. Brarehassameans to recall and
recognize a brand by customers. Brand awareness makes linksebetr brand and the
customers. High brand awareness mean that customer know aborgriiestegories, function
of brand and benefit that customer get. Consumer also know that hatvfaéll its desires and

needs.

Successful companies earn their profit rather from their brandftben their product (Keller
2001). Establishing a new brand in international markets requires oven$lliof investment
(Meyers-Levy et al. 1994). Beside investment, building a new bratite market is very hard.
As the time goes on, a company has to build trust, awarandsstatusAs we discussed above,
brand is also important because it defines a unique quality, function, chatactpromises, and
trust for the consumer which makes it distinguishable from other piodDboosing a name is
not difficult. However, choosing such a name which also defines the prodsetvice of the
company is a challenge. Therefore, a brand should always commeutiieacharacteristics of a

product or service.

3.2 Brand image

As we mentioned in the section before, a brand is an asset forpampnand creating a positive
image of a brand leads to a high brand equity in the market. Conseg@epthgitive brand
image is essential for companies. Brand image can be defirlee psrceptions about a brand as
reflected by the brand associations held in consumer memorye(K€B3). Brand image is
important for brand equity and high brand equity lead to successful bxsesien (Pitta &
Katsanis 1995). Brand image refers to the way in which groups crack all ofjtiaésstmanating
from the products, services and communication exposed by the brand @{a(86pR). Three
different aspects of brand image determine different consuespomses to a product. These
dimensions are favorability of association, strength, and uniquenessamd bissociations.
Furthermore, a positive brand image is crucial for the positi@pvbduct, its target market, and

measurement of market response (Pitta & Katsanis 1995).
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Favorability of brand association means that the consumers beleweand attributes and
benefits. They believe that a certain brand satisfies thepiiresments and desires in such a way
that a positive brand attitude is formed. Strength associationals® be considered as an
important aspect of brand image, which depends on how much informagardireg brand
comes into a consumer’'s mind and is being maintained. Strengttizdigsr mean number of
time consumer process information about the brand nature and qualitywalormanner he/she
encodes information send by the sender. More the information isspeateé mind of consumer
stronger will be the association in memory. Uniqueness of brand associatiahetekow much
the brand is unique in a consumer’s mind. A unique brand position also helps that consumers buy
the brand. The presence of favorability, evaluated association, $tetth@and uniqueness can
make a competitive advantage for a company (Keller 1993). Cremstrgng image in the mind
of consumers is essential for the firms on any possible techr@gqusumers are ‘kings’ in the
market. If a brand has a strong image, it can be preferred dmpsumer in his/her buying
process. Therefore, a company should fulfill all the promises hiage done to consumers
regarding the brand. It should fulfill their needs and wants. Orumergany have built a strong
image and can maintain that image, it can enjoy competitive advantage overitmompet

Mc Donald’s has made an image in such a way that wheneveeever hear it, fast food comes
into our minds. A brand name should give some information to customersxdople, when
we hear about Volvo, one thought comes into a customer’'s mind and thafetg. Shese
companies have worked on their brand names and have createddgrarntiage in the mind of

customers.

3.3 Brand extension

“Brand extension can either be taking product to market fastedutindithe parent brand.”
(Juda 2007). More than 80 percent of new products’ introduction is brand ertéB8ieinin
1998). However, only those brand extensions are considered successful wigchidia
perceived similarities between the extension and parent brandraradsa well known in the
market (Hem & Iversen 2009). To sum up, parent brand has an effectamsier either in a

negative or positive way.
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As mentioned before, new product launch is always a good strategyofnvth or expansion of
business. Companies use different methods for launching new products, \goicinciude
brand extension (Bapat & Panwar 2009). Companies try to take advantdger current well
established brands by extending them into new product categoriemerpsaduct categories
within the class andiith new prices and quality (Aaker & Keller 1990). A brand extensan
popular strategy for companies to enter a new market becaaseatrieady existing good brand
image and equity (Kapferer 2000). Brand extension can also beedefs using an established
brand name for launching new products or services. So, this cangbedastrategy for the
success of a new product. It also helps the companies because new |aaclcting is less
expensive by using the old brand name. This can be reasoned, smtguaer already knows
and can recognize it (Volckner & Sattler 2006). If the originahbdrhas a good image and status
in the market, this can enable a new product to start a good gnovitte market. When
companies are absent from one market or business and they entehta sew market or

business by sometime they are using the same name.

Companies always search for opportunities in different markets. Some e&q@ptslaiming that
brand extension should be avoided (Ries & Trout 1981, 2000). The realityah@ extension’s
success is low because new brands are not unique and innovative andntiayfdéll the
needs of consumers as a whole (Juda 2007). There are also mannvaked with the
extension of a brand. Brand extension leads a brand into a new and unknownwherieeit
competes with already stable local and international brands,rerttial risk is also involved. If
a product fails to survive in the market, it can also damage thel value and its image.
Moreover, there is a high risk that in such a case usershstat@another brand. A failed
extension could also dull the image and market share of existamgl.oA manager should be
aware of benefits and problems created by brand extension. Nesssthiefand extension is

necessary for each organization (Pitta & Katsanis 1995).

On the other side, brand extension is a need of strategic move eaaspatts of a brand'’s life.
Mostly, companies look forward to brand extension because they thgknt@éssential way for
sustained brand growth. It is also done for the innovation in brand bdataheeld be a core

issue related to a brand; this process is also known as brand stretchinggiKEp9e).
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A company’s planning plays an important role in the success of beatshsion. Brand

extension is also popular among managers because it redudesdtiectory expenses; it also
decreases the risk of complicated buying decisions and provide®eatditenefits to customers
due to their attachment with the core brand (Smith & Park 1992)aféms of companies should
determine those factors which play an important role in the suotessension and they should
plan and allocate resources on the importance of those factoraldb isbserved that consumer
feeling could diminish because of the core brand name, attaclmiheahsumer and image of
brand on a consumer’s mind (Loken & John 1993). Different companies usertiffeethods

for the extension of brand. Either they go for vertical extensiobrafd or for horizontal

extension (see figure 1). Both methods are used by companieseirenlifSituations as well as

for different products and markets.

Brand extension

Vertical Horizontal
extension extension
Up scale Down scale Line extension Franchise extension
Same brand Same brand Same brand Same brand
High Price & Quality Low Price& Quality New product, same category New product. new category

Figure 1. Adapted from Kim & Lavack, 2001, MartineZina 2003, Xie 2008, Pitta & Katsanis 1995)

Brand extension can be done in different ways, as we discussed aboepehds on the
company study and its policy. It can be done either in the same poadegory or in a different
category. So brand extension can be classified in either vestitalrizontal extension (Pitta &
Katsanis 1995).
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2.3.1 Horizontal extension

Horizontal brand extension can be defined as

Product Catagory extending a parent brand to a new product in the
New Existing

same product class or to a product which is
completely new for a company (Pitta & Katsanis

New Product Flanker Brand | New
1995). The definition given by Pitta and Katsanis
BrandName 1995) includes two aspects: one is a new product
pranchise Line Bxtension | Existing within the same product class and the other one is a

new product which belongs to different category for

the company or a new product to the company

without having any class. It can be understood

Figure 2Source: New opportunities from company better by the figure 2.
point of view: Tauber (2001)

According to Aaker and Keller (1990), horizontal brand extension canrtieer divided into

line extension and franchise extension.

3.3.1.1Lineextension

Line extension uses the current brand name or parent brand name ® eatemarket segment
in its product class. More precisely, it also includes the cabes a company comes out with
new features, such as new flavors, forms, colors, and packageasizentroduces it within the
same product category under the same brand name (Kotler 1997). Foplex®anone
Company offered several Danone yogurts like fat free, deffments etc. Coke and Pepsi also
offered Coke zero and Pepsi Max with the same brand name of Cokepsidbelonging to the
same class but they have targeted different segments. Madycts are introduced under the
line extension in grocery industry this ratio was 89 percents €Kd®®97). Sometimes line

extension can lead to losing of specific name meaning of the brand name.

For example, when a person asks for Coke, the retailer could askquestyons, like which
one: new classic, regular, diet, bottle or can and so on. Line extdreas also advantages for the
company to introduce new product. Due to its famous categories, custout@iperceive them
well in the market (Kotler 1997). A company parent brand’s imagesiig important for line

extension, because if a parent brand’s image is already damaged tharingteetension in the
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same category could lead them to failure. On the other sglescassful core brand can help in

becoming a line extension successful.

3.3.1.2 Franchise extension

Franchise extension can be defirexlwhen a company enters to a market by using the same
parent brand name thouglifferent category. Tauber (2001 p,37) defines franchise extension as
follows: “franchise extension takes brand name familiar to teswumer and applies it to
products that are in a category new to the parent firm. Véhilew entry employs a new brand
name and the product or service is in a category new to thpacgmthis is a traditional new
product”. Companies mostly take advantage of a brand name’s awargoessyill and
impression of its brand name to enter to different market witlerdifit product category or
product categories that are new to market (Tauber 2001).

Examples of franchise extension are the entry of Catermiiarithe shoe market. Before it only
produced heavy machinery. Therefore, the shoe market was compliffimient for Caterpillar
(Aaker & Keller 1990). Yamaha also entered in the motorbike masketh was also a
completely new category compared to musical instruments. An inmpgotant in franchise
extension is that a customer should have a positive perception aboatehelpand. Otherwise

its success is questionable for a company.

A company, when setting out in market with a new product and trgirguild a new brand,
needs many expenses. Yet, entering through franchise extensiomicamnize significant
expenses. Introduction of franchise brand extension can also maximizgales of the core
brand due to having almost the same brand name. Franchise extensitsodakeaadvantage
from the core brand, but sometimes a failure of franchise eatefeads to a negative consumer

perception which has ultimately a negative effect on the parent brand (R&0dgr

3.3.2 Vertical extension

Vertical extension is the second type of brand extension, in whictv &nmaed is introduced on
the basis of price and quality. It can be defined as introduzisgnilar brand to the same
product category while being different in prices and quality @&l Aaker 1992). Taking this

definition, so either the new brand should be of a higher price withhe@rmeggiality or it has a

lower price with a lower quality. Vertical extension is vegmnon in automobile industry,
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where companies comes out with new models that are differentes@nd quality like Toyota
Tercel, Corolla, and Camry. Since vertical brand extension hgsificant difference in quality
and prices from the core or parent brand, this leads consumer taluatevthe core brand
because of new brand in same categories with completely diffprieets. This, in turn, can
result in a negative perception, which destroys the core parent bmage in the market (Kim

Lavack & Smith 2001). Vertical brand extension additionally camlibiled into upscale and

downscale brand extension (Xie 2008).

3.3.2.1 Upscale vertical brand extension

Upscale or step up vertical brand extension is brand extension dothe drasis of a higher
qguality and higher price point as compared to the parent brand (Kirav&ck 1996). A high
price can affect consumers in such a way that consumers ekgesame quality or higher

guality of a remaining low price.

Companies go for upscale vertical extension very slowly becausseds innovation in the
existing product. High technological products like iPod or iPhone pgléAcan be called as
upscale vertical brand extension. High-tech product upscale extedmssoma great effect on

consumers because it enables new features and benefits for consumers.

Some researchers suggest that if a company comes with Haml prices and quality, even then
vertical extension damages the core brand. Kim, Lavack & S@if1) suggest that vertical
extension has a negative effect on core brand regardless difection and regardless of its
brand concept. Yet, Lei, de Ruyter and Wetzels (2008) indicate atgdadiheir research that
steps up or upscale brand extension may be perceived positive information that etheacces
brand beliefs

3.3.2.2 Down scale vertical brand extension

Down scale or step down vertical brand extension is extending a Wwrdntbwer quality and
price (Kim & Lavack 1996). There are a lot of discussions betwlezmnesearchers about down
scale vertical brand extension. Great risk is involved in introducioshown scale extension,
because it has sometimes a negative impact on a consumer’s minda ahmpany comes with
lower quality while using the same brand name. This can dathagcore brand or parent brand.
The difference between the parent brand and the extended brand can takeonsumer
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concern. Vertical extension has always a negative impact oruroensregarding the parent
brand (Dacin & Smith 1994).

If a consumer perceives the down scale extension with same dghalitgh with lower price,
then a company can benefit from this attitude, while if the quaifperceived as low, it can
harm the parent brand very badly (Reddy et al. 1994). Down scalesexi can have an effect
on prestige of the parent brand because it is natural that censuilnassociate the brand with
its parent brand and they will build the same image about the brand &liavack 1996).
Sometimes in searching for new clients, a company can lose gkisting customers. For
example, if a luxury brand comes with lower price and quality, woess can change to
competitors, when those consumers bought the expensive or luxury brand anlstatus or
symbol. Consequently, if quality or prices are reduced, it can dedfaygt dhe existing

consumers of the brand (Ries & Trout 1986).

3.4 Customer based brand equity

The differential affect of brand knowledge on consumer response rceting of a brand is
known as customer based brand equity (Keller 1993). The definition hasptimts: differential
affect, brand knowledge, and consumer response to marketing. Favorable erorsjponse and
positive customer based brand equity, in turn, can lead to increasemnues lower costs and
higher profit. Brand knowledge is an important aspect of the defindr, we can say, the vital
part of definition. Consumer knowledge has played an important rolestorner based brand
equity. According to Keller (2001)he power of brand lies in what customers have learned, felt,
seen, and heard about the brand over time, it means that how much knowlstigehbe taken
by experiencing the brand. Consumer knowledge can be increasedalgness of a brand. If
companies have created a high level of brand awareness and\eposige, it will lead to high
probability of brand choice, which directly takes consumer to lpyaitl decreases vulnerability
to competitive marketing actions. So both consumer awareness andveasitdge is necessary

for customer based brand equity (Keller 1993).

Keller (2001) has developed a customer based brand equity pyseeidigure 3) on the basis
that customer based equity can be developed. The model hasntiregoals. The first one is

that it is logical, well integrated and grounded which reflects the stéténking about the brand
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from both academic and industry point of view. Second, the model isalpielito all possible
kinds of brands and industry settings. Third, the model is much compnahemsicover

important branding topics as well as enough depth to provide useful insights and guidelines

4. Relationships Intense, Active
What about you and Relationships
me’:
A A
3. Responses Positive, Accessible
Responses

Conssmer | Consumer What about you?

jsdgments | Faslings |

2. Meaning Strong, favorable &
Unique Brand
Brand What are you Associatiol

Performance Brand Imagary |

1. Identity Deep, Broad Brand
Brand Salience Awareness
Who are you

Figure 3: Customer based brand equity by KelleO{20

Figure 3 is divided into four blocks which are important for thetmeaf customer based brand
equity (CBBE). But as Keller has explained there are two rbdtweks which are taken by
dividing second and third block into further blocks. The four blocks consist mtitgeneaning,

responses and relationships.

3.5 Under standing customer per ception

The world has become a global village. Some products and servicedegordyi companies can
be accessed by customers nearly everywhere and in each thertnadrid. This global economy
creates high competition among companies. Many companies facetitmmgeom substitutes
and new products in the market that approach with different ideagiféer@nt offering. Every

company tries to win as much customers and market shares as possible.

Choices for customers increase and, moreover, customers have @ss &x products and
services around the world. This has created a high competition amomgtheers and service
providers, which, in turn, has resulted in price sensitivity among cessoiBubstitute brands are
offered that can fulfill their needs and wants by low price ant bigality. Today’s customers
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are mostly well informed, and much aware of incidents in th&ehaand can easily compare

prices, which finally influences their purchase choice.

In this situation a strong relationship for companies is very itapbin order to create a positive
perception in the mind of customers. Relationship is not only limegrice and quality,
perceived experience plays also an important role in makingtyoylabyalty can only be
achieved if the customer is satisfied and has a positive attitude towards peodlstsvices of a
company. A customer always evaluates benefits he/she perceoradcoémpanies (Recklies
2006). There could be many customers which will buy the product/branlggbut will have
no special bond towards the brand of those companies. According to H§llB8Ej, 80 percent
of customers are not loyal to an already established brand. Compemerate sale from 10 to
15 percent of loyal customers in the market. 20 percent of cust@reaccounts for 80 percent
role, it is also known as pareto or 80/20 rules (Randall 2001). For example¢hird of the diet
Coke buyers are accounts for 85 percent of the total yearly sales.

Perception plays an important role in making strong loyalty of cus®mPerception of
customers can be influenced by different factors like experiesatesfaction, promises of the
company, offerings of competitors etc. Furthermore, customee@rns are dynamic. At the
beginning of a relationship with a brand it will be uncertain, dsittime passes perception
changes to be positive or negative. A change of perception giemdteon the circumstances
because a change in circumstances can lead to different needsfeneinges — like a change in
external environment, offerings of competitors, public opinions, etc. Gueypase different
strategies to improve customer perception by using various commonicdtannels. These
channels of communication create awareness in consumers; they aratgsiadblishing a good
relationship from which a company gets high competitive advantage, a&bpeni B2B,
improvement of their offerings, increase in quality, launching dédiht products and qualities.
Trust also plays an important role in customer perception. Compdmagl know the points
due to which they can increase the customer satisfaction andathisih lead tchigh perceived

value and strong customer relationship.

Aaker (1990, 1991) defines three criteria for a successful brand iexte(ly the brand should
have strong associations, (2) the customer’s perceived quality shauilghband (3) the level of

awareness must be high.
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Strong associations, a customer’s perceived quality and levelaoéa@ss are factors which play
a crucial role in the extension of a master or parent brandelisas for making a positive

perception of a customer toward a brand.

3.5.1 Awareness

Brand awareness refers to a customer’s ability to recalfenanize a brand. Brand awareness
is not only to evoke customers about a brand, but it also links a bratedname, logo and
symbol as well as promises given by the company or a firm.

Awareness represents the first step in building a brand thass$toength towards a customer’s
mind. After creating awareness with the help of repetitive comcation strategies, they will

create level of awareness among customers.

When a customer suddenly thinks about a particular product, the firgtwinich comes into
his/her mind is the brand. ‘Brand recognition’ deals with the tfzatt a customer can recognize
the product or brand name when he/se is stimulated. ‘Unawarenessdf isrthe situation that
a customer cannot recognize the brand. According to Keller (1998hd‘lvexcall’ and ‘brand
recognition’ that it can be used properly in different situationsgkample, when a customer
makes a decision before he/she goes to visit the store, braridvidédeve more influence on a
customer’s decision, but in some cases if a customer did not gdadé which brand he/she is
going to buy, then brand recognition becomes important. Brand awsiisrni&g main factor to
encourage a customer to purchase a new product in the market.awhmmess increases, it

will also have a positive relationship to the quantity of tgldria & Back 2004

3.5.2 Customer perceived quality

Perceived quality plays an important role in the success of ral.b@nce the company has
created brand awareness in consumers, they will purchase a praaumininuous purchase of
a product, the customer quality perception should be positive. A new piradube a good idea,
but if the product does not meet expectations, it will not be sold. dbnsumer goes for a
purchase trial but the product does not meet his/her expectatiamshéheontinuous process of

purchasing will stopApéria & Back 200
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Perception of quality differs from actual quality. The consumer loa affected by earlier
impressions made by poor quality. According to Aaker (1996), dedsiie protect the brand
from a bad image of shady quality. Otherwise it will be difior almost impossible to recover
the image and reputation of a brand in the market.

Perceived quality differs from objective quality. Making differerietween product attributes
and consumer perception in them is very important. In perceived qualitg and emotional
reward are seen on high level by customer. Perceived qualibyniescthe assessment through
which it creates the image of a product in a customer’s mindytvarns his/her attitude toward
a product. Perceived quality can be in the intrinsic or physical oqaKeste, color, consistency)
and extrinsic cues (price, brand name, publicity, warrantigsgria & Back 2004 Internal or
intrinsic is about the product quality, working duration and physicalposition of the product.
External or extrinsic dimension all which is not included in thesm® product. This can be
price, marketing or the brand itself. Therefore, brand should devedptdsassociate with the

guality in a customer’s mind both in internal cue and externalAperia & Back 2004

3.5.3 Brand association

Brand association plays an important role from basic level of nga&i functional features
relating to customers and their brands. Complex level is to serarbigonal bond that ties the
brand with customer. They can express self image by assgcatih meaning to connect the
brand and customer. Brand associate are gather directly and tigdirecn customer memory,
That link and create value to brand and customer by easily undéngiathe information,
differentiating brand from other, giving customer the reasdoutothe brand as well as create
positive attitude and feeling toward brand and support brand extedgiéna & Back 2004
Brand associations include appropriate usage situations, prodaegbigas, product attributes
and provision of customers’ benefits. The association can benthé&dim brand, product, and
user type as well (Broniarczyk & Alba 1994)

According to Keller (1998), brand association can increase a cu&adouging decision by an
increasing belief in brand, but awareness is creating the aomdifi purchasing trial and
positioning the product in a customer's memory. There are thregoarmnts on brand

associationApéria & Back 2004
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Attributes can be the characteristic of the product as well as spects related to
purchase and consumption.

Benefit is the value that attaches to the product.
Attitude is the overall value that a customer thioksbrand like favorable; strength and

uniqueness can affect the customer on brand association in different point of views.
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Chapter 4 Methodology

This chapter presents the methodology of our research. In the foll@egtgpns we introduce
the strategy for research and sample selection, which has ing@évyed in order to answer the
research questions. Furthermore, we give a description how ilgetedlthe data as well as how
we analyzed it. In this context, background information to the empldgtdcollection methods
is also given. Finally, as almost in every research, thera & limitations while conducting

this research. A brief discussion about these ones concludes this chapter.

4.1 Strategy for research

Strategy for research is an initial procedure, which shows #yetw achieve the objective or
goal of research. It tells about the selection of a samplectiolh of data from that sample, their
analysis and quality. Such as strategy helps in conceptualienggta, idea and finds a straight

way to achieve the goal.

The goal of our research is to find out how brand extension, with foth®rizontal extension,
influences customer perception. For this we have chosen a deductiveptordtese approach.
We used interviews as a qualitative method for the collectionatd. different articles and
books related to our topic were used as support for the analysis oftautJdang a qualitative

method will also give us the chance to get deeper information from a custperspective.

We have decided to take data by using focus group discussions amtbweaewith customers.
Both of them give deep information about the topic and will help t@ged results of analysis.
According to Morgan (1996), focus group interviews as a stratedybwitlifficult to employ.
Yet, if it is used sufficiently, it can give solid and depth infation. For our research qualitative

method is suitable, because it will give deep information about consumers’ p@rcepti

4.2 Sample selection

We selected international students between 20-30 years of adpotforindividual in-depth
interviews and focus group discussions. Participants selected hewealveady familiar with
interviewer that has contributed in creating the interview enumient more comfortable for

them at the time of interview. Furthermore, we chose these ssubenause they have the
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knowledge and experience of what we are trying to find out. Thishedip interviewees at the

time of interview to understand the background and questions easily.

4.3 Data collection methods

We employed two methods for data collection which are used in@uadiresearch studies. In
order to have reliable and a variety of ideas we decided to aisethan one qualitative method
to collect data. This has been done by using two qualitative techniques; one is indnvatkjath
interview and another method is focus group interview. We decided tontakeiews only at

Karlstad University because of the convenience as we do our research here.

In general, we employed structured interviews, where questiensall prepared before asking
for both individual interviews as well as focus group discussion. The questions vekdukface
to face in order to get quick response. Moreover, if something isainele can ask the
participants at once.

4.3.1 Individual in-depth interviews

In this research, we conducted eight (8) individual interviews wittiesits studying at Karlstad
University, whose age is around 20-30 years. Each interview hasdakaverage time about 30

minutes.

Interview questions are related to the field of horizontal exten@egarding the questions see
appendix), for which we wanted to find out the students’ opinions and attitutiés regard. As
first step we conducted a couple of sample interviews befatengtéhe actual interviews. This
helped us to estimate the quality of our designed questions, monsefpredf they are
understandable for the interviewees and if we get the requisedtsdrom them. After re-
designing the questions we started the actual individual intervidlitis this proceeding we got

mot detailed and related information needed for our research.

4.3.2 Focus group interviews

There are many advantages of taking focus group discussions iwhactelatively convenient
and efficient way to reach a large number of interviewees.hif& that it is a suitable method

to do in this research paper.
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The focus group discussions have also been conducted within Karlsteerdityj they have
been hold in one of the library’s study rooms. In every focus group &vérelO international
students participating at a time. We think that this is suitabée By asking the questions every
participant had a chance to give ideas and explanations regandingpdic we asked. We
conducted three (3) focus group interviews and each group had an awesgéabout one and

a half hour in order to get more responses as well as to have the chance to gd¢asore i

4.4. Background information regarding selected data collection methods

Regarding the two employed data collection methods, a brief tlw@brdescription of each

method is given in the following sections.

4.4.1 Individual interview

Individual interview is a qualitative research method that providesgpertunities for people to
talk. The major purpose is to learn and to see the world from diffeses of persons who are
being interviewed (Ely et al. 1991). Furthermore, an interviewniedito get some information
through a decisive conversation between two people, sometimes involvinghaioitevo people
(Bogdan & Biklen 1982).

4.4.2 Focus group interview

Morgan (1997) defines focus group as a research technique thatscoldgatthrough group
interaction on a topic determined by the researcher. In essaadbeatresearcher’s interest that

provides the focus, whereas the data themselves come from the group interaction.

Morgan draws attention to the distinction between the focus (in thésamncern about levels of
student satisfaction with a particular unit) and the group. Interagtobuld appear to provide a

good vehicle for exploring and elucidating the nature and causes of dissatnsfacti

It can provide another level of data gathering or perspective onetigarch problem not
available through individual interviews (Lincoln & Denzin 1994). Accordmdyiorgan (1996),
focus group is a way to reach and gather the information that isaeptte gather by other

gualitative methods.

24



Horizontal Brand Extension and Customer Perception

45 Limitations

In our thesis we have some limitations. During the interviewsoitld be possible that
interviewees give some biased or false information. It could ke @dssible, that in both
individual interviews and focus group interviews a participant doesnudrstand the question
properly and just wants to be part of discussion in focus group whicimibaence the results in
another direction. There is also a probability that answers to tlstiansewill be different as the
interviewees have interpreted the questions differently. Thatalgid have an impact on the
research results. We tried to reduce these types of dryoesking the same questions with
coating different examples to avoid errors and get as much cleaasligpossible. Especially at
the end of an interview we tried to give a summary of answeesvexl during the discussions to
make the answers more accurate and to make sure that wbhelsadaspects and information

which the interviewees wanted to say.

We tried to create such a focus group in which people are d&ampi to some extent with each
other because this helped them to discuss more openly. We wanted tanhafermal and

friendly discussion, that give us full thoughts and accurate informatiofocus group some
individuals were more familiar with each other, so it can besiples that they support each

others’ arguments during a discussion without given their own point of view.

We have tried to include the answers and views of all parti@pardur data presentation from
individual interviews and focus group. The reason was to include eeesgrps thoughts about
the topic and make data more realistic. We also took in our consitetfadt while conducting

focus group interviews some participants were not aware of tlstiopuewe asked, but they still
participated and tried to answer. Therefore, we tried our levetdetiminate those discussions

because they were not related to our topic and also information was considersel. as fal
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Chapter 5 Data presentation

In this chapter we present the data we got from both individualvietes and focus group
discussions. The results are divided on the basis of researclogsie€ur research questions
have two parts: one is related to brand extension and second palatésl i® customer
perception. We divided our focus group participants in two groups. Omrestlnese who have
some knowledge about marketing. They will be considered as marigeting. The others will

be considered as common consumer group.

Both groups have given different responses in discussions of both indivieraiews and
focus group discussions regarding brand extension. The marketing gouged too much on
image and value of a company, from which they think it can be \&rgtige in changing the
perceived value for a customer of extended brand. They also didatlsse extension to brand

and new category which is completely different to parent brand.

Before going to result of brand extension and customer perceptige ioiazompany was focus
point in discussion. Consumer group also gave results that show theéanggoof a company’s
image. We will explain all these result below in detail.

5.1 Brand image

As we mentioned before, brand image was the focus point for nmmagkgtoup and common
consumer group. When we asked the question regarding to IKEA, narttebyabmpany comes
out with clothing products, so their response was positive toward tidsigir As we asked the
reason why they would prefer its products as compared to other c@®plaat already exist in
the clothing market, they gave the reason that IKEA fulfills custoneeds and want. It has
created an image in consumers’ mind that they always keep dteiggs and, therefore,
consumers trust it. IKEA has already a very successfuhsixte in its restaurants. Due to which

they believe that they should comes out with more extension.

From our data, we collected from both individual interviews and focus group discySeooen

conclude that the image of a parent brand is very importarthéonew product launch. It is
obvious that when a company does not have a good image bringing outpaodiewt category
under the same brand, then consumers will have the same image aboutodaet as they

already have about the parent brand. Almost half of the persons, whaveenterviewed, have
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mentioned about brand image, that it has a direct effect from pharant toward product
extension. The question arose during the interviews about H&M wihelienage of this brand is
about reasonable price and good design. In case, if H&M comes thuhevhe furniture with
reasonable prices and good design, many interviewees considerasl ahigood chance. In their
opinion it is worth to launch new categories because H&M alréadyan image of reasonable
prices and good design for consumer products. But when they do not feng fdt between
existing brand and new extension, it will very difficult to convince aaress in this category. In

long term with good communication strategy such companies can be successfahankée

During individual interviews and focus group discussions we came to Kradveustomers take
the risk of buying extended brand only when the image of parent bratrdng in the market.
When the students were asked if Marks & Spencer and Esprit com@gloatmobile phone, so
without hesitation their answers were positive for Marks & Spermrause it has created an
image of status, quality, and high customer services compargdptit. They also gave the
arguments that, if the mobile phone has not a good quality, it wilagarthe parent brand. But
one person, who is loyal to Marks & Spencer, has stated that itavihffect it, because Mark &

Spencer is on top of the market in clothing, while mobile phone is a different category.

During the discussions the issue came that if a company ffiailsei market with an extended
product, it can be very harmful for the parent brand image in thikemmaiccording to focus
groups, it can be more harmful in line extension because of almadrscharacteristic and

close fit between the products as compared to franchise extension.

5.2 Brand extension

The discussion about brand extension in focus group and individual interviewskasnuch
time. Brand loyal students were very much supporting brand exteasithey said we would
purchase such brands because we have already experienced a gdgdmibathem. If they
comes out with a new extended product, we would buy it. When we dischsseoint that if a
company comes out with a new brand and the consumer has a badreegetth them, so does
it affect the parent brand, the answer was ‘no’. The studeatisdsthat one product cannot

change their point of view about the parent brand of a product.

27



Horizontal Brand Extension and Customer Perception

We further focused on horizontal brand extension. The intervieweediffer@nt thoughts and

discussions about brand extension. We present both kinds of it separately below.

5.2.1 Lineextension

As we discussed before, the questions and examples were reldtadchise brand extension

but we let the students also discuss about the line extension.

Discussions were related to the aspect if a company iggstmane brand, it would be good for
them to come out with different products in the same class. Téngy the example of juice if
one company is already in the market with one flavbey should produce different flavor and
different sizes to target different segments’ taste. Th&y discussed regarding Pepsi different
sizes and Diet Coke. According to marketing group discussion, a cgnspanld take it as
opportunity to bring out different products in the same line. Examplé€dfi was also given,
namely if it has already jeans and T-shirts, it could alsor affod types of shoes with
reasonable prices. It should concentrate on its price stratatyg imarket and launch its own

shops with shoes and different variety in them.

Furthermore, they discussed that sometimes line extension carylmamgerous to the image of
a company because if a product within the same class faileimarket, it will damage the
parent brand easily. It can also weak the parent brand, becaus¢akeaway the sale from the
parent brand. In focus group discussions another point arose, namely that line extensioreha
advantages as compared to franchise extension. The students discakeedn@ fashion
industry in this regard. But they also said that a failure colslol i@mke a greater damage to a
parent brand in line extension. There is also a chance of compéttimeen the two products
under the same brand.

The respondents also took into consideration that line extension of aibErehp as compared
to introduce a new product with a new brand. They reasoned this with hidletmg expenses
on a new brand because people are not so much aware of the new hr@uwngetnies will also

create association between a consumer and a new product in line xiemgion, they already
know the brand and they can attract and influence consumer easily.
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5.2.2 Franchise brand extension

The focus of discussions and our main concern was on franchise bramsi@xtéccording to
consumer group, they would go for any brand which satisfies thair S&@ene of them agreed
that, for example, they need a T-shirt and if they can buy ithep would take it from any
company because they did not have any particular brand in mind. Whehseussed the
students’ purchase decision in the case that Dell comes out gitlard -shirts, most of them
were confused. They stated that it is a bit difficult to buyTishirts of Dell because it is such a
company which is good in computer related field mean technology buin natdinary life
clothes. But when we asked the same question using a differentrogmpanely if IKEA offers
T-shirts, most of the persons in the group showed a positive motivatiordtbwging a T-shirt
from IKEA.

In common consumer group loyal people to Marks & Spencer had eediftatitude toward the
same question when we asked that if Marks & Spencer and ApmeahdP3 player, which one
they would prefer, they said we would buy that one from Apple, becaeisto not buy MP3

player regularly and we already know that Apple is the only goaddom MP3 player. We
asked this question in different ways that if such companies lixkk M Spencer and Marc
Jacobs sell MP3 player which do not operate in fikisl of technology, how would be their
response then. Their answer was quick and without any thinkingheéhatwould prefer the MP3
player of Marks & Spencer.

Marketing group discussion was a bit related to policies amagemof a company. The
interviewees said that if a company is already successfuhe product, it does not mean that
they will be successful with the same brand name while compldiferent category of
product. In their view, a successful company can comes out withhfsgnextension but it
should be at least a bit related to its main business which leaunthiam to successful extension.
They said Adidas, for example, operates in the sport businesgrdiduces such drinks which
focus only on sports player like energy drinks, it can be quite successful inlthibdieause it is
already at the peak in sportswear business. They further dtatezlstomer perception depends
on external environment but sometimes it takes much time to changpfien and to attract
consumers toward a different company. If a company has product{s® same field and has

good strategies, it can attract consumers more easily and quickly.
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Franchise extension was also a big risk in the point of viemarketing group because they
thought that a completely different product from the parent brand fiasilties to be successful
in the market. When the example of CAT comes out in the discussioe]yntirat it also deals
with shoes in the market as well as heavy machinery and s&iuccessful in the shoe segment
and has shares in the market, their thoughts were as followgsaltkin this different category
it is difficult to attract consumer toward the product. They giise the reason is line extension
is less expensive in communication with consumer. If company cemlesdifferent product
category it has to invest heavily in communication with consumetrecathem and it will take
time as compared to line extension. In their point of view itrie fiecause there is already an
established brand but the product is completely different. The confEnjo spend more on
advertisement to convince a consumer toward the brand. We also caheeré&sult from the
discussion that advertisement also plays an important role in thessuaf franchise extension.
If a company highlights the uniqueness and new feature of prodoat lbe very successful in
the market. They should show the benefits of product to consumer foe tof tiseir extended

brand and comes out with some emotional advertisement for the loyal consumer.

Most of the participants in the individual interviews as well infdeis groups, most of them
said that if a company’s image is good in the market and the cenquerception is positive
toward the company, it should go for line extension and in franchismsah. However, it

should take a bit care and patient to attract consumer quickly toward the extended brand.

5.3 Customer perception

Individual interviews and focus group discussions also showed thatrteppen of consumers
is not consistent. It can change from negative to positive or frontiyeoso negative. This
depends on product and service as well as personal attitude which ttenpiee, quality, and
value that every consumer perceives in different ways. Some resp®mwadeo considered the
price as priority will run into it without thinking of quality. Bsbme respondents stated that
price and quality should go together. During the interviews some oe#fp®ndents mentioned

that a brand can also affect customer perception.

We asked the respondents for giving a priority of factors from lwkhey think that they
influence a customer’s decision when purchasing a product. Factvislget by us were the
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following: quality, price, design and image, opinion of their friendd &mily. Therefore, we
divided the data that was presented during the interviews and foays djstussions toward
customer perception topic into three categories. These are (bmausperceived price, (2)

customer perceived quality, and (3) customer perceived value.

5.3.1 Perceived price

One respondent, from those who perceived price as a priority, mentloateldw price is not
always reflecting a low quality. When a company comes with goae at a brand extension,
customers will prefer to buy it as quality of the brand whglalready perceived good. But in
case a brand having a high professionalization on the category, ih thki do extension, and
make lower prices, it can attract a customer to purchase. Beitens® companies have expertise

in the field and when consumers buy their product, they perceive it as positive.

5.3.2 Perceived quality

Those customers, for who quality is important, are willing to payptice for a brand which has
high quality and can serve them better. One respondent said thathehernce is high, it will
express to high quality. The brands they already trial and itgbad quality, makes them
satisfied. So they will always go for those brands. During focaspgdiscussions respondents
came with the idea that if a parent brand has a good reputationgaconsumers and the
company makes brand extension, then consumers will experience d@hdt Bihey gave the

reason that a parent brand gives a high quality which will be the same éxtéheled brand.

5.3.3 Percelved value

The respondents, who do not consider the price or quality as pribiitk,that the status comes
first. They think value of the product, that they bought, will make theod looking and better

status in society. For those respondents value is the feedbackhdlyaget from external

environment; it can also be price, quality, durability or image. Spangcipants’ person stated
that if they buy an expensive product which has low quality, this makesinpleasant. They
consider this as non value for them and it will lead to negative impression to the brand

In focus group discussions different respondents came with diffémeking about a product

that is going to be extended. In the case of brand extension, whetome&ubuys a routine
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product, it will not have a big effect on customer perception and castaran also experience a
new product. Respondents have mentioned that they are willing to swéchrand if that
product is less expensive. But in the case of a product that ismotan in the market and they
do not buy it regularly, this can limit their decision. It isoatifficult to switch from the brand

which they buy very often and, therefore, which they are loyal to it.

5.4 Brand loyalty

During individual interviews and focus group discussions we found out, that lmyalty is one

of the most important factors during purchase decision. We have seen that inesvi@yatto a
brand will go for its extended brand. We gave the example on Mai®pefacer, namely if the
company launches new products which are completely different fienparent brand such as
juice, would they purchase it? One respondent danbuld definitely go for it, and | love to try
all the products of the brand | like'He further discuss that extended brand quality will be as
good as parent brand’s quality. Even though if the extended productveerceigative and it
does not his expectation, he will not think negative toward the parerd.brhais is a completely

different view from the non regular users of one brand.

Furthermore, during the interviews we also realized that maople are not brand conscious.
Those respondents go for price quality and styles. Status wasellsded by some respondents.
It depends on the brand offer that what aspect they want the mensy. felspondents mentioned
that they may switch to be loyal if the brand, they bought, continugigtythem on what it

promises.

5.5 Brand association

The results of the interviews do not show only the brand that has tsgbiaton to categories
extension can attach customer mind, but it is also the positioningocdna in a customer’s
mind. During focus group discussion one respondent, who has knowledge in nrisatid
regarding association of a brand and a customer that his dependsasttimer’s behavior. For
example, if those customers are not interested in music, the Hrandusic instrument will not
be associated with a customer’s mind. One can say that thetehates of the product are not
related to a customer’s behavior.
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Moreover, the association can be the benefit that customeivyesres well as attitude. During
the interviews one respondent mentioned regarding Marks & Spencan imake him feel
superior and better looking than any other brand as well as he carbgiér quality compared
to another brand. These are the associations between customers and brand thalocanegeha

other.

During focus group we have discussed about the association of a patextended brand. The
example of the Apple brand arose. If Apple launches a new producbategch as car,
television, camera, will it be successful? The majority spoadents said it will be successful,
because the existing product of Apple is related to the technologgemigh. The discussion
continued with another example, that if Apple comes out with candlyit @wiso be successful?
‘Yes’ and ‘no’ answers were given. The reason behind the positiveeangas that company
strong image is enough if they come out with an unrelated product. Ti@paats who were
not agree they give the reason that parent and extended brancléyaltiderent in nature and it
might lead to failure in the market. They also discuss thdinen extension association of
customer from parent brand can be shift quickly from to extended lvhihel it is difficult in

franchise extension.

5.6 External environment

External environment has a big effect on the perception of a cons@pmiions of people,
friends and family can change the perception of a brand for a partprrison either in positive

or negative way.

During individual interview discussion we found out that many people have changed their brands
due to financial problems. According to this, economic situationcilanges their brands. They
want to purchase a particular brand but due to their economic situhégrare not able to

continue buying it.

We also found out that consumer perception can be changed by fradd&mily’s opinion.

There were some students in the interviews who purchase prodpetspie talk positive about
them. When we asked in case of H&M why they buy its products, rdesoned this with the
lower prices. The question regarding quality was completely diffefrom that because they

said that compared to Jack & Jones and Esprit it is not so good. Eiowlesy have to fulfill
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their needs. In the focus groups it has been discussed that IKEéhbap and good quality

furniture and they have good experience with the brand IKEA.

Marketing related group discussed that it is not important,dbrapany is successful in one
product so all people will buy their products. They are only sutddsscause of weak strategy
from the competitors. In their point of view if another company launthessame product
having good quality and competitive price, then it can capture maHaes in an existing

market. It further means it can change customer perception if they hawd plgo and strategy.

In some markets new product development plays an important rolelistéessed about MP3
that if Dell comes with a MP3 player like Apple, will it becgessful in the market and can it
take market shares from Apple? The answer was if it com#s av(new idea) advanced

technology and continues improvement, it could take market shares of Apple.

34



Horizontal Brand Extension and Customer Perception

Chapter 6 Analysisof data

In this part of our thesis we analyze the data that we got iindimidual interviews and focus
group discussions based on the theory of horizontal brand extension amdesugerception.
We will analyze the effects of horizontal brand extension onntiagé of a company and on the

perception of consumers about horizontal brand extension.

6.1 Effect of brand image on horizontal brand extension

Keller (1993) defines brand image as perception about a brandedflecthe brand association
held in a consumer’s mind. Brand image refers to the way in whailpg of consumers crack
all the signals emanating from the product services and comrianiexposed by the brand
(Kapferer, 1992). When we asked the question about H&M, why this braguads the answers
were positive with its reasonable price and good design. H&Mctested this image with a
good pricing strategy. In consumers’ mind H&M has made an imad@woprices and good

design. Whenever consumers talk about H&M, low prices combined wdl design comes

into their mind. A positive brand image is very crucial for positiommhgroducts, target market

and market response. Similarly, Volvo’s image is reflected by its slogdetyscomes first”.

Brand extension strategy is sometimes risky. The extensigncarduse the image of a parent
brand and it can change consumers’ attitude toward other products caring thesaheaine if
an extended brand fails in the market (Kotler 2008). Accordingaxketing group’s point of
view, it is good to make an extension if a company has a stneagei in market. On the other
side, it can also affect the image of a brand if it does not besoieeessful in the market.
Students commented the point that in line extension a failure of andext product can damage

the image more as compared to franchise extension.

Brand image plays an important role in the extension of any bitret gertical or horizontal.
Companies create an image by fulfilling their promises tsemers. These promises can be
given regarding to price, quality or other properties. From the fgeosps and individual
interviews, it became clear that a positive brand image helgsrdastaconsumers easily toward
the extended brand. The reason is the consumers’ believe on a parehtwiich gives an

advantage to a new extended product with the same brand.
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6.1.1 Effect of brand image on franchise extension

According to Tauber (2001) “Franchise extensions take a brand faamigar to the consumer
and apply it to products that in a category new to the parent.firhére are many examples of
such a company which operates in different categories, like ®&fsche, and Apple. But
consumers’ thinking about them is different. The question if they woulB-¢hirts brought out
by Dell, was answered and discussed differently. According ta,tites not important that a
company has a good image in one category if it has the sange imather category. Since
computer and T-shirts are completely different from each otheurillitake time till Dell has

influenced consumers in the market.

If there is a brand fit between two categories of a compamani influence consumers easily.
For this we used the example of Marks & Spencer which offerslags®s. In this case the
students stated that consumers will accept sunglasses. d$mnres that Marks & Spencer
having the same fashion industry and has image in same industay ibfluence consumers
very easily as compared to completely different categorilesy Turther gave the example of
Honda which works in Lawnmowers, marine engines and motorcyclese Tére different

categories but all are related to engines which logically will leaditcess in the market

6.1.2 Effect of brand image on line extension

Randall (2001) explains line extension as introducing a new produtd wing the existing
brand name in the same or closely related field. Line extension is the emteh#ie same brand
in different product with in the same product line or class. Linenskdbn occurs, when a
company extends an existing brand name to, for example, new fooloss, sizes, ingredients
and flavors of an existing product categdkgcording to Kotler (1997), 89 percent of extensions
in the grocery industry are done through line extension. Line eatensre not riskier if a
company’s parent brand already has a good image in the marlaet. léaxl a company to profit
in long term. Coke is successful with Diet Coke and differergssiKit Kat has done line

extension with low-crab and ice cream.

Consumers are attracted very soon by line extension. Theyd#lie company has good image
in parent brand and they have expertise in the same line due to tycmight be having good

result in extended brand, mean same line if they come out with dlavosize. They said if a
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juice company already works in one flavor and they are quite ssfatethen they should comes
out with different flavors in order to target different segmentsnarket. According to them,

image plays an important role in this extension. But it cankssisky for a parent brand. It can
damage consumers’ believe in a parent brand and it will alsoetemyth the parent brand
which means that the same profit will be distributed amongst bottupts of companies, unless

the market shares cannot be increased.

Heavily extended brands can also cause confusion or frustrationadrttemer. Sometimes too
much extension loss it specific meaning in consumer mind whiahown as line extension trap
(Kotler et al. 2008). Like Coca-Cola has done many extensionex&nple, Classic Coke, Diet
Coke, Cherry Coke, caffeine-free Coke, and so one. According to Réz@@ll), it can confuse

consumers in future.

The discussion from individual interviews and focus groups resultedatigaibd image of a
parent brand can give more advantages in line extension as congpaestthise extension. The

participants have positive perception and attitude toward line extension.

6.2 Consumer perception on line extension

Line extension uses an existing brand or parent brand to enter mamdwt in different market
segments in its product class (Kotler 1997). Danone company brougtiffesént flavors in
yogurt like fat free, dessert flavors. In this context, one stodiyd out that almost nine of ten so

called new product introductions are come through line extension (Aaker 1991).

Companies use line extension because it is cheaper than lauadheegstand brand. Due to the
image of a parent brand, there are many chances of sucdbssnrarket. Coca-Cola has done
successful line extension with Diet Coke. Consumers are awaseand which leads to less
expense on promotion of product. Line extension is also important fog fihe gap in the line,

in which consumers are also interested. Cherry Coke was introducesgsiudly in Germany to

fill the gap within the same line. It h#se same brand name, only ingredients and flavor of the
new product is different and it got advantage of the parent brand. Acgdadihe focus groups,

if H&M can do business in garments, it can also comes out withietyaf shoes to the market.

It is already operating in the same fashion industry.
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6.2.1 Positive effects of line extension

Successful line extension can increase the value of the parentdsamell as the equity of
brand. A company can also fill the gap that in the same lirsgsexdue to which it can get a
competitive advantage over the competitors. A company takes adeawita positive image in a
consumer’s mind and cashes its brand image, which creates more value and egquotarol.

According to focus group, line extension is better than introducmgaproduct in the market,
since this is cheaper. It saves some expenses for the conpa@yl as the amount that spend
for making the brand strong in the market and creating valuédonéw product or new brand.
It has a close relation to the company’s parent brand, whichaealps the company to comes out
with successful introduction of new product under the same brand otllysmiall changes

which confirms Randall (2001) statements about the line extension of product.

Due to relevance with the class, consumer association alsofshiftgarent brand to extended
brand up to some extending. The transfer of consumers’ associatiodegsnds on the fit
between extended brand and parent brand. If it has a close fit anteisigquiar with the parent

brand that it can take more association from consumer.

6.2.2 Negatives effects of line extension

As line extension has so many positive aspects, it has also rsega¢ive impacts on both
consumer and company. As Kotler stated that in too much long exiesmne time the brand
lose its meaning in a consumer’s mind. It makes the consumerseahflf we take the example
of Coke, it offers Cherry Coke, Diet Coke, Classic Coke, Caffeme-Diet Coke and so on.

According to Randall, it can make consumer confuse in the future purchase

According to the data collected from consumers, it is mentionedf tihvad extension fails in the
market. It can seriously damage the parent brAsdine extension has advantages due to close
relation with the parent band, it is also risky for the pareahdhr Consumers will lose their
confidence on the parent brand. Discussion also took place that if congraag out with line
extension to fill the gap than it is better but it will alsketsome share from the existence brand
in the market and there will be competition between two products under the same brand.
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6.3 Per ception of consumer on franchise extension

Big companies do business in one category, and they try to extendéoukgiess in other
markets with different categories of products under the same bka G.E which does business
in domestic appliances, broadcasting, electric motors andafhiengine. This is known as
franchise extension. Tauber (2001) explains franchise extensiort &sahahise extension take
brand name familiar to the consumer and applies it to products ¢hett arcategory new to the

parent firm”.

CAT has done a very successful franchise extension from eaingnheavy machinery to
shoes industry. Similarly like Virgin has done in airline am@ficial services. Yamaha is going

on the same way which introduces motorbike while its core business was musicalemss.

The focus group discussions about brand extension were different. Aomeenbefore, the
respondents would buy that brand which satisfies their need. The quksteynwould consider
a T-Shirt by Dell in their buying decision when Dell comes\itih that, gave different results.
The students stated they would not purchase a T-shirt from Delubedt has expertise in
computers. But they do not have any expertise in clothes, sadiffizult for consumers to
estimate the new product. If such a company comes out witheaedif category which has at
least some fit between parent brand and extended franchise liraad, attract them easily.
However, it is very difficult to consider such a company in clothivigch is completely
different from that business. If such a company comes with aahffeategory which has at
least some fit between parent brand and extended franchise liraad, attract them easily.
However, it is very difficult to consider such a company clothingctving completely different

from that business.

In franchise extension loyalty and relation of a consumer wittaad plays an important role in
the success of franchise extension. Franchise extension depends autlo. gxs discussed in
data presentation that a consumer will not go for such product that cemisuynfor long period
like in iPod or laptop. It is very difficult that a consumer takessk. In franchise extension
consumers also look for new features and innovation in such products. But sdebtptike if

Adidas comes with energy drinks, consumers will experience thesh@sn above in data
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presentation. They consider an energy drink with sports and thegessoclose fit between two

products. Furthermore, in this category a company’s image plays an impoktant r

A company should also have expertise in the transformation of oneefda another product.
Like it is believed that if Sony comes out with any electr@appliances, then consumers will
believe on appliances easily (Randall 2001). Apple is successtulextension due to a fit
between the products. Consumers believe that it can transfertisxpgnd value to IPhone
easily. The image of an Apple laptop also helps the company to carhesth extension. A big
risk is involved that consumers will buy the extended brand in markaube it has different
categories. In this extension market also can be a reason fortheakeoduct successful, like
computers of Sony were not much successful in the beginning. abenrevas that a computer
was seen as high-tech product, but now many companies deal with cosysiéens. So now
Sony has get success in the market. A big gap for new product shost in the market for

successful extension. (Randall 2001).

6.3.1 Positive effect of franchise brand extension

The main effect of franchise extension on a brand is the incodasglue and equity for the
company’s parent brand, which is not possible by introducing a new torandrket. Moving to
franchise extension significantly decreases the new investmrean fextended brand. If there is
a close relation between the extended brand and a parent brandl, motwhave much
communication expenses because the consumer has already awabeuetke brand. When a
company’s image and a brand image are strong and have a posdye in a consumer’'s mind,
it can convey the message clearly. A fit between parent branexéented brand communicates
through the name and provides the same benefits and promises to conkik@ensange soda

promises the same orange taste, as consumers get from the Sunkist oranges.

In franchise extension if a consumer perceives consistent \itinest brand name, it will make
the extended franchise extension successful. This, in turn, wiltdead increase of brand image
for the company Tauber (2001). Focus group discussions claim tigahfit so much important
for extension, but the gap for the product and feature of the product are important. kéyethi
company can comes out with a better product than the competitorseatel groper awareness

between consumers, they can attract consumers easily. Aarotdinmarketing group,
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advertisement plays a crucial role in the success of franbhasel extension. If a company has
positive effects from the advertisement, it will also aftbet extended brand, because it carries

the same name.

6.3.2 Negative effects of franchise brand extension

Some researchers think that if a product is new or not unique and imegviatiannot fulfill the
need of consumers. The chances of success for extension arewgduta 2007). Focus of
discussion also remained on the competition because if a company wamdifferent products
and it has also no expertise in the field, it will be very difficult for the compacompete in the
new market. If there is a close fit between a parent and extémded and the last one fails in
the market, this will be harmful for the image and value of the parent brand amoongsheer.

They can switch from the brand to another brand.

Keller and Aaker (1992) have expressed concern that brand exteasiomlso create image
dilution or negative reciprocity affects, which are defined as gdhaém the consumer’s original
brand attitude and beliefs caused by brand extension. If a coropargs with such a category
that changes the image of consumers to a negative directiah,atse lead to a negative image

for the parent brand.

If franchise extension fails in the market, companies wik fadot of losses for the new category
and it can also demoralize the company from a future extensidoing an investment for

further categories.

6.4 Effect of brand association on horizontal extension

According to Aaker (1991), creating a strong association iobtlee essential criteria for brand
extension success. But the result of focus group discussions cléimaed strong brand

association can have both positive and negative effect on horizontal brand extension.

A product that has a strong association with its customers s ghances of success when it
comes to new extended product. It is then easy to create avgaanesg consumers. That is a
positive effect of horizontal brand extension. When a customer hastagassociation with

the brand, a new product launch will be perceived as accepted. During dooup discussions
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the respondents discussed the example of Apple. We assumed thpleifladpches a car as a
new product category and then observed the participants views. The owtdhie kind of
extension was accepted by the majority of participants, eslyewiab have a positive attitude
with the brand, as well as who have already experiencedigsngxproducts. The participants
were already using iPod, iPhone and laptop from Apple and they haerg atrong association
with their products. According to them, Apple is trustable and keéps giromises kept with
their customers. In this image of the company play an importanbemause we can see their no
fit between car and Apple product still consumer want to buy their products.

According to Broniarczyk and Alba (1994), the association is atd@di between the existing
products to a new product extension. If the extended product does ndhétparent brand or if
it is completely different from the parent brand, the chancesuofess are very few in the
market. In data presentation we also used the example thpplié Aaunches a ‘candy’ as new
product category, what will be the result. The association of Apple brand is atloublogy and

design, but candy is something far from the core value of Apple. Sesbk of the interviews

indicated that it might not become successful in the customensl. Brand association is the

relationship between brand, product and user (Broniarczyk & Alba 1994).

The association of a product has various types depending on ekigmdieict. Creating brand
knowledge toward the consumer for building consumer association is ajsemportant. A
company should link the benefit from a product that a consumer getsitfrthrough a good
strategy of communication. It can lead to strong association wattupt and positive attitude
toward a consumer’s mind. This association depends on customer pointvpbemause each
customer perceives the brand in different ways. The situation ofl @ssociation is known as
fit, which has various types. It can be manufacture fit, techndlggituation fit etc. The brand
which has a high quality can be extended further than the moderiéitg outhe market (Apéria
& Back 2004).

There are negative effects of brand association toward hotizwated extension. According to
Apéria and Back (2004), a too strong brand association can limit timel lesetension. As
customers have too strong association, it means the customegrh@mpnt knowledge on the
parent brand and it is hard to change the customer perception. Thizeneffact through the
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association on horizontal brand extension is the dilution of the brdrah austomers lose their
understanding of the perception mindset and the association of the brana,pteeluct will no

longer be associated.

One case came from the focus group discussions about JASPAL, an@tm@ad that originally
started from bed and bath linen 30 years ago. After some tlearsompany extended its
products to fashion industry like clothes. Now consumers perceive JAGRAdshion clothes
brand in the market and keep the bed and bath linen behind. Associatiobravithis also
effected through people’s lifestyle. For example, for consumed produsteasier to create
association among people than for a new product about it purchaseraerusés to decide. As
an example, JASPAL mostly considered as fashion cloth rather éoharial bath linen because
the association of customer and the brand are tied the knowledgehminfan majority of the
customers’ mind. Yamaha is also considered by most of the people abbtand that
manufactures motorcycles because the product is noticed in eveifgdaydl keeps the musical

instruments, electronics and power sports equipment far behind their thoughts.

Horizontal brand extension can affect the association of consuvitbrproducts. It depends on
how much the association is strong with the parent brand and fitsdmeexéended brand and
parent brand. If there is a fit between extended brand and the paaedt lircan change the
consumer’s association with a product easily as compared to aetelpglifferent product. For
example, Apple Company can create a strong association for iBe@oenpared to car, because

of fits with IPhone technology as compared to a car.

6.6 Effect of brand loyalty on horizontal extension

The core purpose of building brand equity is brand loyalty. It consistsvafeness, perceived
quality and association (Apéria & Back 2004). Customer loyalty is a goaaketers to achieve
the sustainable sale and profits for long term purpose. Light (b2@Bnentioned that quality of
product and service of pre and post purchase is important, this quadity na only the unique
benefit of a product and service, but also the brand must be supermitwoenes to filling its

promise.
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Keller (1998) mentions that a customer may feel that the atisnsiare positive in the original
product category and negative in extension category. The relapookloustomer perception
towards brand is independent from parent and extended brand. The outcomernaéws
shows, that loyalty is one of the factors driving brand extersidre successful. Customers are
loyal to a brand, because they perceive the product positimdhyhave belief on the promises

and benefits that brand give to consumers.

When it was discussed in focus groups that if a new extended brénoh fdie market, will it
affect customer perception toward parent brand or not? The respossdiffeaent by the
participants because according to them if a company fulfills it pronssesiated with a product
and still it fails in the market, it does not affect the loyalf consumers. Since they have given
all the promises and it will not affect their perception towanésparent brand. Furthermore, we
have also seen that if there is strong fit between parent seadexl brand like in line extension,
a failure can lead to a negative perceptiaiile there are very few chances in franchise
extension because the product is from a different category anddhéit between the parent
brand and the extended brand.

According to Juda (2007), he argues that “level of brand loyhttws by customer can switch
to radical degree for brand extension case. When loyalty anddet@miliarity with a parent
brand is high, a new product extension failure may greatly dimihsshrtist level to an entire
brand portfolio.” The data presentation further shows that, the loyalty be limited in
horizontal brand extension; especially the product that completegrgitfiom the parent brand
as well as nothing can connect with the nature of parent brand. bhecaoncluded that the
familiarity of the parent brand and new extended brand will have boitiveoand negative

effect to the brand.

However, customers can change their opinions, needs and behaviors o&utitrie.difficult to
stay with one brand without changing. Therefore, it is the markgterdevelops the strategy in

order to match it with a customer’s point of view.
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Chapter 7 Conclusion

Consumer perception has a big effect on the success or failuraraf bxtension. From our
research we can conclude that after horizontal extension thencenparception changes either
positively or negatively depending on the extended brand. The data ¢habllected from
consumers show that companies should always think about customer penaggogoing for

extension of brand.

The data shows that a company which deals with line extensiorbeamore successful
compared to franchise extension. The reason is that the im#ge pdrent brand can help more
in line extension because of company’s expertise. If companiesadohfse extension with
completely different category of product, brand image cannot gaymportant role, but the
image of the company can have some impacts on the extended braadclisi extension it is
important that there should be some fit between the extended branphi@md brand of the

company.

Image of a company can play an important role in the succesaraf bxtension. If a company
has expertise in one product or industry, it should extend its busmé#sat iline. It should not
always go for the line extension because it can also areafasion about the meaning of parent
brand or we can say that parent brand can lose its meaning witextégtsion. Brand conscious
consumers are very sensitive about their brand. If the image iofbtlamd is damaged from
anything, they do not remain more with the company. On one side,ateeraore chances for
line extension to be successful in the market, but on the other haadateemore chances for
damage of image of parent brand in line extension due to strobgtfifeen parent brand and
extended brand. Perception of consumers can be changed very quickly exténsion if an
extended product fills the gap between the lines. Line exterss also an advantage because
brand awareness already exists in the market and if a conggderyded its product in same

class, so it can attract consumers easily for the extended product.

However, for franchise extension it is different. Role of imaggetids on the fit between parent
brand and extended brand. If there is a fit between extended brdnmheent brand, image of
brand can play an important role in the success. Like Apple iPasl:successful because of
technology similarity between laptop and iPod. Innovation plays an iargadle in the success

of franchise extension. Consumers will not go for franchise extersinew product until he or
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she sees some benefits in a new product. If a company launchegpketely different category
in franchise extension, then the brand image has not so much part uctlesss but image of
company can have an important role in the success of product. Besidiife of product also
depend on the success of expended brand. If company comes with such d, prbdirc
consumers do not use regularly, consumers will feel hesitation to experietcarttieThey will
first gather information from external environment and then wjlkdrexperience the brand. In
franchise extension loyalty is an important factor for the ess@he more consumers are loyal
to a brand the more chances of success are for the extended brand in the market.
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Chapter 8 Further study

Our study shows the positive and negative impact of implementingohtalzorand extension
that shows consumer perception in this regard. It can be in a combemefit to expandhe
product into different class and category. Extension of businesases day by day, but there is
still a lack of research on the specification of all typegxiénsion. Here is the need of taking

decision by the managers of a company regarding research in extension ofsbusines

As per the purpose of our study about customer perception on horizomdléxtension, we
generally believe that brand extension can be studied frommehgrectives. Our study has less
focus on one specific brand or one type of business that uses exten$ierstaategy. The types
of horizontal brand extension are completely different from each .otbee is franchise
extension and another is line extension Therefore, in further cbseae type of extension can

be studied to have more precise results.

Furthermore, it is interesting to study the mature situatianoiinia company can extend its brand
successfully, when should a company extend its product or brand? Secondarhcan a
company implement horizontal extension (franchise extension) without affé@stioignd?

This research uses primary data collection from individual int@s/zi@nd focus group
discussion, the reflection come from international students, 20 to&0oiet and enrolled in
Karlstad University. Further study can be conducted with primesgarch form different age
range, so that it can gather more ideas from different perepe We believe that future
research in the same topic could contribute to a deeper understanding and are&ttomi@dge

that can strengthen our study.
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Appendix

Individual interview guide

>

>

Which brand do you use for a T-shirt and are you a regular user of that brand?
Two parts (related to question No.1)

o If regular: why do you use it regularly?

o If not: why do you change your brand for clothing?
What is important for you to select a brand? Quality, design, price, image oPbrand
Do you know about brand extension? (We will discuss with him/her)

If IKEA comes out with clothing having the same quality, price, designyaillswitch
to that?

During the shopping in a supermarket you see H&M food product in the shelf, will you
buy it?

o If not, then why?
o If yes, why?

If the same company comes out with makeup (for female) or shaving products(&)r

will you be willing to buy that?
Which products or services these companies are providing?
o0 IKEA, H&M, VIRGIN, YAMAHA, VOLVO, P&G,

Is it good to introduce a brand in a new category? For example............... what is your

opinion about extension?
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Focus group discussion guide

» What is important for a customer when buying a brand? (Qualityg,Abdesign, Image of
Brand)

» What do you think about extension of a brand? Can you give an exaipland
extension that comes to your mind? And what do you think about that brand?

> s it good to buy one brand regularly? Why?
» Does a company’s communication affect buying decision of customers?

> Is it a good idea if a company comes out with a new product undsanhe brand name?

Like Coke with Coke Zero, Diet Coke, Apple with laptop and iPhone.
» Which factor makes brand extension successful in your mind?
o If Adidas comes out with energy drinks, will it be successful? Why
» How can reputation and quality be transferred from a parent brand to a new egtension
> If an extended brand fails in market, will it affect the parent brand and why?

» Do you think that (Brand Image/Brand Loyalty/Brand Associatiométeed Quality)

will affect after a horizontal brand extension? How?
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