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Abstract

Today it is undisputed that aﬁ established brand not only reflects a significant
monetary value, but also is one of a company’s most impo&ant assets. With an ever-
increasing number of ﬁrms‘realizing that leveraging their existing brand equity can be the -
basis of competitive advantage and long-term profitability, it is not surprising that the topic
brand-driven growth has recently received a considerable amount of attention.

However, to the apprehension of growth-oriented managers, previous research has

suggested that a brand’s ability to successfully stretch might be subject to tight boundaries.
Driven by consumer learning theory, the most common recommendation of b_rglnd extension
research for the field has so far been to focus on new products that are considcre_d as close to
the parent brand’s product category. The underlying theoretical reasoning has hereby been
that consumers’ affective responses to brand extensions are primarily determined by
knowledge transfers between the parent brand and the extension pfoduct which finally depend
on the extension’s identification as a member of the parent brand’s category.

Radical innovations, however, either revolutionize existing product categories or
create new product categories and hence are by deﬁnition “non-fitting” in the classic sense.
| Consequently, the current brand management theory has suggested that brand extensions into
this form of innovation might not be promising grow!th opportunities. Since they tend to defy
straightforward classification in existing product catégories, they are assumed to not support
affect transfer from the parent brand to the extension because. Yet, the very fact that there are
several examples of very successfully introduced RNP extensions in the field reveals that the
present brand management thcbry might not be a reliable predictor of brand extension success
in the present case and hence unnecessarily lead to a disregard of radical innovations as

potential sources of brand-driven growth.



Being the first to reconcile this apparent conFradiction between the success of radical
innovations in the marketplace and brand management theory, this dissenation assesses
today’s dominant brand-driven growth strategies aqd their underlying learning paradigms,
introduces latest findings in analogical learning the:ory to the field of brand research, and
finally reveals that today’s conventional brand maﬁagement wisdom may stop short of
adequately addressing the complete spectrum of brand-driven growth opportunities.

The results of three empirical studies are presented. Study 1 analy_zes previous
research’s general assumption that brand extensions into radical innovations are evaluated
less favorably than brand extensions into incremental innovations as well as scrutinizes, the
underlying learning processes of these evaluations. Moreover the question of what kind of
role a brand’s positioning may play in determining its éxtensibility .into radical innovations is
assessed. Study 2 then introduces co-branding as a strategic alternative to brand extensions

' - ‘
and examines the potential of leveraging a brand into radical innovations based on a brand
alliance -approach. Study 3 investigates the impact of a company’s Brancl portfolio on its
| extensibility into radical innovations as well as broadens the analysis to also include radical
new services.

Theoretical and practical implications are highl;li ghted by identifying how the preseﬂted
findings expand the scope of current brand extension research, how it differs from other

conceptual frameworks such as categorization theory, and how it improves upon previous

conceptual treatments in the brand extension area.
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Chapter I: Introductory Section

L.1 Preface

After a decade of downsizing, divesting and cost cutting being at the top of nearly every
company’s agenda, a resurgence of interest in growth related topics caﬁ be witnessed in
theory and practice. Clearly, today across industries and research streams, awareness has
spread that growth might be the life blood of companies in the present business environment
and that hence the drive for growth should be-back at the center of companies’ and
researchers’ attention (Hamel and Getz 2004; Robert 2000; Zook 2004).

Yet despite this regained consciousness for the importance of growth, these days most
companies are in fact struggling to grow. With only 10% of all publicly traded companies in
the US capable of realizing eight or more years of dodble-digi[ top-line increases in the 1990s,
organizations are becoming aware that in times of augmented competition, market maturation,
and commodization, achieving sustainable growth is getting more and more difficult (Gulati
2004, Slywotzki and Wise 2002). And with several of the traditional growth drivers. of the last
decades in decline, the situation is even more challenging. Take international expansion as
one example: it has been a reliable engine of growth for companies such as McDoenald’s and
Coke for decades, yet today the richest international opportunities are already exploited or
have proven themselves not as promising as they first appeared (Barkema and Verheulen
1998). Mergers and acquisitions are another example. One of the primary drivers of the
booming 1990s, boosting companies such as Vivendi, DaimlerChrysler and Vodafone into a
decade of double-digit growth, M&A activities have been suffering from dropping stock
valuations, numerous reports about acquisitions failures and fading investor enthusiasm
(Slywotzki and Wise 2002).

With some of the dominant growth tactics of the last decades running out of steam,
companies searching for sustainable growth are increasingly turning to new potential sources.

Among them one in particular hag raised significant interest in theory and practice: leveraging



intangible assets (Slywotzki and Wise 2002). With options that include extending customer
relationships, utilizing dynamic capabilities as well as exploiting existing networks,
completed with contributions spanning such divgrse research streams as organization (Knott,
Bryce, and Posen 2003), strategy (Hatch and Schultz 2001), and marketing (Rust, Lemon, and
Zeithaml 2004), exploring a company’s oppbrtunities through intangible assets has received a
tremendous increase in attention during the last decade.

Along this development one focal point of attention has unquestionably been brands. It
is therefore not surprising that with research issues ranging from rather simple brand naming
s issues (Keller, Heckler, and Houston 1998; Klink 2001) to complex inter-branq collaborations
(Rao, Qu, and Rueckert 1999; Simonin and Ruth 1998), research in branding has not only

: , :

. been constantly among t_hc top research fssucs of tt}e Marketing Sciencc 'Institﬁte and the
American Marketing Association, but also become one of the dominant topics in the
marketing field during the last decade. Clearly, awareness has spread that brands are one of
the firm’s more valuable intangible assets, and that hence brand management has the potential
to be one of the primary growth drivers of the future (Aaker 2004; Keller 1997). As a result,
the latest research in branding has focused especially on the question of how to leverage a
company’s existing brand equity (Bottomley and Holden. 2001; Keller 1993; Lane 2000;
Meyvis and Janiszewski 2004; Pitta and Katsaflis 1995).

However, despite this increased interest in rescarch in branding and the apparent
potential of leveraging brands, these days the majority of brand-driven growi:h strategies have
so far revealed mixed results at best. Take brand extensions as the currently most dominant
brand-driven growth strategy for example. Defined as the use of an established brand name to
enter new product categories, brand extension strategies have been responsible for over % of
all newly introduced products in the 1990s (Aaker 2004). Interestingly, however, assessments
of the outcomes of this strategic approach show a discrepancy between its popularity and its

success in growing the top line. Despite the fact that every year the most popular new product
SR T g
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introductions ten(i to be brand extensions, the latest findings have revealed that overall more
than 80% of all brand extensions fail to grow successfﬁ]ly in the market place and most of the
succeeding ones are merely capable of replacing shri1.1king proﬁlts rather than representing a
platform for driving sustainable growth in the future (Ernst & Young and Nielsen 1999; Kim
and Maugorgne 2004; Slywotzky and Wise 2003).

In addition, latest revenue drops and income warnings of companies such as Unilever
and Kraft, who possess portfolios of world-class brands rangir;g from the former’s Knorr, .
Dove and Persil to the latter’s Oscar Mayer, Philadelphia and Jacobs, indicate that owning a
world-class brand portfolio does not automatically lead to world-class results. Evidently, -
today even the best brands in the world ‘have a hard time to successfully leverage their
existing brand equity (MarketWatch 2004a; MarketWatch 2004b).

So, where does this leave us? Is a company’s brand portfolio now a potential driver of

'

growth in today’s times, or should managers and researchers focus their efforts on more
promising approaches? Might branding be just another growth driver running out of steam,
loosing its magic over the coming years? Put short, the answer appéars to be “no”. Déspite
some discouraging results, branding has most likely not lost its magic. Rather, there are
several examples that highlight the unbroken potential and attractiveness of brand-driven
growth strategies today, indicating that'an unbroken and decisive interest in brands in both
theory and practice should be maintained.

Take Apple for example. Revolutiopizing classic product categories such as portable
music players and the music industry with its iPod MP3 device and the iTunes music
download platform, the company has repeatedly énd succgssfully leveraged its brand equity.
Over the last 3 years the company has generated a double digit revenue increase, with the
iPod being responsible for almost 23% of the total revenues in 2004 .(Yofﬁe and Freier 2004).
Dyson is another example. With its radically new cléaning products the company has

significantly shaken the European market for vacuum cleaners, becoming the market leader in

3
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the continent’s key markets within 2 or 3 years after its market introduction. In 2003, the
company leveraged its brand equity into the US marlfet and has sold over 900.000 units in
2004, making it the No.2 in this $2.2 billion upright market in its second year (Cuneo 2004).
Another success story emphasizing the potential of brand-driven growth strategies is Actimel
by Danone. By creating a new product category with its probiotic dairy drinks, the company
has not only acieved one of the most successful brand extensions in the food market in recent
years, but also created a whole new market with a volume of for instance £ 75m in the UK in
2002 (Doonar 2003). Sony in the 80s should not be forgotten, who extended its product
portfolio into portable music players with the Walkman and helped create a whole new
. product category. Sold over 250 million times between 1979 and 1994, .the Sony Walkman
boosted the company to one of the leading technolog;}_ companies in the world and made it a
synonym for innovativeness (Cooper 1994). Last bﬁt not least, think off Virgin. Initially
founded as a discount music retailer (Virgin Music). in 1971, the company has since then
. leveraged. its brand equity into several industries worldwide. Today the “Virgin Empire”
employs 25.000 employees in over 200 companies worldwide and includes a wide variety of
industries such as the airline business (Virgin Atlantic), financial services (Virgin Direct),
mobile phone services (Virgin Mobile), books (Virgin Books), and even bridal needs (Virgin
Bride; Frei, Rodriguez-Farrar, and Hajim 2002). Evidently, these examples-indicate that
brand-driven growth strategies are as attractive as ever. Still, the question remains what the
potential reasons might be for the apparently high failure rates among brand-driven growth
strategies in recent times.

In the last decade academic literature has assessed a considerable number of potential
rationales to answer this question raﬁging from environmental phenomena such as the
information overload (Davenport and Beck 2002; Jacoby 1984) to organizational
inefficiencies (Grandori 2001; Verona and Ravasi 2003) and management’s reluctance to take

risks (Christensen 1997; Hamel and Getz 2004). Yet, what has so far been widely neglected is

4



the question of what role cumrent brand management practice (and especially its attitude
towards innovations) may play in this context.

Recent studies have revealed that 89% of all new products introduced under an
existing brand name are incremental, i.c. innovations'. that are at most a modest change to
existing products in the marketplace. Radical new products on the other hand, which are so
new that they tend to defy straightforward classification in any existing product category, are
rarely found in brand-driven growth strategies (Aaker 2004; Keller 2003; Reddy, Holak, and
Bhat 1994). This suggests that a majority of today’s brand leveraging approaches show a
tendency to focus on retreads, updates, and add-ons rather than real innovations. Yet, given
that ever since Schumpeter’s (1942) seminal work the potential of innovations for companies’
performance and growth is well-known (Dougherty 1992; Kleinschmidt and Cooper 1991;
Lynn, Morone, and Paulson 1996), such a focus on incrementalism appears to be hazardous
for extension’s success. It not only forces companies and their products to contend on similar -
dimensions as their opponents, putting them into a competition based largely on incremental
improvement in cost andfor quality, but also ignores the augmented importance of innovations
for achieving sustainable growth in today’s ever-accelerating environment (Danneels 2002).

Consequently, this dissertation proposes that one important reason for the rather mixed
results of today’s brand-driven growth strategies might simply be brand management’s
tendency towards incrementalism, which leads to a neglect of vital growth opportunities along
the innovation continuum. The main aim of this work is thus to analyze and CX[CI;d current
brand management theory regarding the question of how far a company’s existing brand
equity can be successfully leveraged. A focal point of attention will be on answering the
question of why, given that the importance of innovation for growth is a well-known fact and
successful examples are apparent in the marketplace, there are not more companies leveraging
their brands over the complete innovation continuum. Why do companies with a potential to

innovate still search for growth in all the wrong places instead of unleashing the full hidden
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growth potential of their brands? Why don’t they follow the example of ;ompanies such as
Apple, Danone, or Dyson by leveraging their brands over the complete innovation continuum,
with incremental innovations such as the G4 Powerbook or the 5-liter Volvic Fountain on the
one side and radical innovations such as the iPod or the Actimel line on the other side?

Addressing these questions by empirically analyzing the extensibility of brands into
radical innovations, this work will first assess today’s dominant brand-driven growth
strategies and their underlying learning paradigm. Then, in a second step, the author will
introduce the latest findings from consumer leéming theory, showing that today’s
conventional brand management wisdom may stop short of addressing the complete spectrum
of brand-driven growth opportunities by relying on incremental innovations rather than using
the full available continuum of innovations.

This dissertation is, to the best knowledge of tﬁe author, the first approach to show (a)
why today’s brand management wisdom may stop short of adequately addressing the
complete innovation continoum of growth opportunities, hence spurring a culture of
incrementalism, and (b) what marketers have to do to remedy thisAimportant problem. In order
to do so, the here presented solution will extensively draw on th.e latest developments in
consumer learning theory.

It will be shown how the results of this dissertation impact marketers’ key areas of
responsibilities and accountability in that they underline the need for marketers to change
their thinking and approach in terms of when and how a brand can be successfully leveraged
into radical innovations. By this means, this research will uncover the not_ion that if
companies want to substantially grow with their brands, they not only need to depart from the
today’s dominating short-term tactics of branding towards long-term strategies and proactive
brand leadership, but also to adjust their current brand management wisciom to the specifics of

the ever-accelerating environment in order to understand and adapt to radical innovations.



The importance of this change cannot be underestimated. This work 1s long overdue in
strategy, marketing, and innovation. The experience of two of the leading consumer goods
manufacturers underlines the relevancel of this topic. Unilever has recently announced its
“path for growth” initiative that includes selling off ar;y brands and businesses which are not
part of its core. As a result, its number of brands was reduced from 1600 in 2000 to around
400 in 2003 (MarketWatch 2004b). Its main competitor Kraft has also reacted, announcing its
“fewer, bigger, better” strategy for new-product inno'vatio,n, postulating that marketing and
R&D ‘spending should be focused on fewer but bigger, i.e., more innovative products .
(MarketWatch 2004a). Both companies have indisputably pursued an up-to-date strategic
approach, focusing their efforts on fewer brands with more powerful innovations rather than -
creating a broad array of smaller b'rar;d's; many. of which cannot be funded appropriatgly. :
However, with disappointing numbcrs,-proﬁt warnings, and declining earnings surfacing
these days, it has become apparent for both companies that reducing a brand portfolio is eas;y,
but that growing the remaining master brands is tough given existing guidelines from theory
and practice (Thompson 2004).

Since this work highlights the shortcomings of existing theory and explains how to-
leverage brands beyond existing theory and practice, it can help companies to look
methodologically across the present boundaries to find unoccupied territory that represents
real value innovation and hence convert their brand management into more than just a matter

of putting the right “spin” on products;

1.2 Introduction

Today it is undisputed that an established brand not only reflects a significant monetary value,
but also is one of a company’s most important assets. With an ever-increasing number of
firms réalizing that leveraging their existing brand équity can be the basis of competitive

advantage and long-term profitability, it is not surprising that the topic brand-driven growth



has recently received a considerable amount of __ attention (Aaker 2004; Aaker and
Joachimsthaler 2000; Kapferer 2004; Keller 2003j. |

In so doing, particularly the potential of growth through launching new products based
on an existing brand portfolio, has not only been subject ofI various e.mpirical examinations in
academic literature (Aaker and Keller.1990; Dacin and Smith 1994; Keller and Aaker 1992),
- but also substantially entered daily management practice (Aaker and Joachimsthaler 2000).
The strategic approaches within this field can be broadly classified into two major categories
(Aaker 1996). First, that of brand leveraging strategies based on an individual brand. In this
case, the brand is leveraged by introducing a new version of a product within the same
product category and/or to enter another product category (Aaker and Keller 1990; Bottomley
and Holden 2001). One example is how Apple extended the iPod Mini product line with a 10
GB device or how BMW launched the new 1 series. Second, we can consider leveraging
- strategies based on a co-branding approach. In this case, the individual brand is coupled with
another brand to build a synergistic alliance in order to introduce a product within the same
product category and/or to enter another product category (Rao and Rueckert 1994; Rao, Qu,
and Rueckert 1999; Simonin and Ruth 1998). One cx"ample here is Ford introducing a-Ford
Explorer special edition co-branded by Eddie Bauer or Jack Daniel’s §00perating with Coca-
Cola to launch a whiskey-cola drink in cans. |

Within these two different approaches towards leveraging brand équity, it is
particularly one strategy of the first category that has raised much attention in theory and
practice over the past decade: brand extensions. Defined as the usé of an established brand
name to enter new product categories and responsible for 81% of all newly introduced
products in the 1990s, brand extensions are nowadays acknowledged as being by far the most
popuiar brand leveraging strategy (Keller 1997).

The underlying premise of brand extension strategies is that customers use their

already existing beliefs about the b,ffﬂ?i to make inferences about a new product that bears the



same brand name. As a result they are widely associated with decreased marketing spending
and a minimized failure rate of new product introduction by providing consumers the
familiarity of a well-known brand name (Aaker and Keller 1990; Klink and Smith 2001). This
assumption' arrives from categorization theory, which suggests that people use categories to
store, structure and transfer information on the :basis of perceived similarities and
resemblances to respond to the overwhelming amount and variety of information in their
environment (Fiske 1982; Ozanne, Brucks, and Grewal 1992; Rosch and Mervis 1975; Rosch,
Simpson, and Miller 1976). Accordingly, in the case of brand extensions, it has been proposed
that consumers, when confronted with a new extension, primarily evaluate it in terms of
whether it can be. classified as a member of the category that is spanned by the brand and its
product portfolio (Aaker and Keller 1990; Bottomley and Holden 2001; Boush and Loken
1991; Keller and Aaker 1992; Park, Milberg, and Laws_pn 1991). If a classification is possible,
information of the brand will be transferred to the novel product {(Rosch and Mervis 1975).
Take BMW as an example. Wh;n the company introduced the new 1 series in June
2004, the management emphasized that it i.s of utmost importance for the success of this new
product that consumers perceive it as belonging to the category defined by the BMW brand
and its existing product portfolio. The éompany realized that only if the new car is perceived
as a “real” BMW, consumers are willing to transfer their existing knowledge about BMW to
the new product. This means that finally consumers’ perception of similarity and
resemblances between thé new 1 series and the rest of BMW’s products determined the
degree of image and association spill-over between the BMW brand and this new product.
Put succinctly, today’s brand mahagement theory postulates that consumers’ affective
responses to brand extensions and hence brand extensions’ success are primarily determined
by knowledge transfers between the parent brand and the extension product. These knowledge
transfers are assumed to be driven by categorization effects, which depend on the extension’s

identification as a member of the parent brand’s category and hence the level of congruity
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between the extension product and the pérent brand (Aa-ker and Keller 1990; Bottomley and
Holden 2001; Boush and Loken 1991; Keller and Aaker 1992; Park, Milberg, and Lawson
1991). As a result, the most éommon recommendation of brand.extensio.n research for the
field has been to focus on new products that are cons:idercd to be perceptually close to the
parent brand’s product category, i.e., conventional brand management wisdom has implicitly
and explicitly suggested that congruent brz-md e.xtensions are successful, while incongruent
ones are usually not (Aaker and Keller-1990; Bottomley and Holden 2001; Boush and Loken
1991; Chakravarti, MacInnis, and Nakamoto 1990; Cohen and Basu 1987; Keller and Aaker
1992; Meyers-Levy and Tybout 1989; Park, Milberg, and Lawson 1994).

Clearly, to the apprehension of growth-oriented managers, this reasoning suggests that
a brand’s ability to successfully stretch might b.e‘ subjeét to tight boundaries. If the success of.
a brand leveraging strategy indeed solely depends on tﬁe similarity between the parent brand
and the extension,.cvery non-incremental extension would be cursed to fail. And this would
make congruent innovations the only realistic alternative when it comes to brand-driven
growth strategies. The previously mentioned radical innovadons, on the other hand, would be
unattractive options for creating growth, because they cannot, by definition, be categorized in
close proximity'tb the parent brand (Hoeffler 2003; Moreau, Markmann, and Lehmann 2001,
ieran, Weinberg, and Hauser 1996). Thus, today’s theory implicitly suggests that brand
extensions into .this form of innovation should not be regarded z;s prospective growth
opportunities for companies (Smith and Andrews 1995).

Given this conventional wisdom of brand management, it is not surprising that a
tendency towards incrementalism has so far dominated brand-driven grthh approaches. It
has obviously put stringen? restrictions on the companies’ growth ambitions by preventing
companies from exploiting the full continuum of growth opportunities with incremental
innovations representing one end of the continuum, and radical innovations the other (Lane

2000; Smith and Andrews 1995).
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However, as mentioned earlier, high failure rates of above 80% of primarily
incremental brand extensions (Emnst & Young and Nielsen_ 1999) and highly successful
introduced radical innovations such as Apple’s iPod, -Danonc’s Actimel, Bang & Olufson’s
Insulin Pen and 3M’s Post-It stickérs reveal that conventional wisdom’s focus on incremental
innovations might not necessarily be a reliable indicatéur of succ;ess. Contrastingly, it appears
as if today’s dominant brand theory seduces companies to focus its efforts on introducing
dismal incremental innovations that should not be introduced, and to neglect promising
radical innovations that indeed should have been introduced. In doing so, they help create a
hostile environment for innovations that are highly acknowledged drivers of companies’
- performance.

Clearly, this raises doubts about the appropriateness of common brand management
practice in today’s everlaccelcrating environment and emphasizes the importance of the
present reasoning (Danneels 2002; Kleinschmidt and Cooper 1991; O’Connor ét al. 2000;
Schumpeter 1942). Accordingly, the question remains what to do? Should brand management
be banned from corporate strategy and companies return to the time when engineers
determined what would be introduced. to the market? Certainly not! The main problem is not
brand management per se, but rather the fact that companies and researchers still stick to rules
and strategies that were created 30 years ago in times when the technological pace and
business environments supported rather incremental pgoduct extensions. Today, however, the
situation has changed and companies have to face the ever-accelerating pace of technological
change and hence the need to be capable of coping with Icverz;ging existing brand equity into
incremental as well as highly innovative new products (O'Connor et. al. 2000; Slywotzki and
Wise 2002; Smith and Andrews 1995).-

Since leveraging brands into radical innovations poses a unique set of challenges for
existing theory and practice in brand management., a better understanding of the dominant

brand leveraging strategies and their relation to innovations is of utmost importance.
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Therefore, the present dissertation is the first empirical examination of brand-driven growth
strategies and radical innovations. The initial focus and hence the starting point of this work
will be on brand extensions as the most cbminant ap;i_roach in theory and'in the field. This
will be followed by co-branding approaches that will be added to the analysis to create a
holistic picture and hence better understanding of the relationship between brand-driven

growth strategies and radical innovations.

1.3 Research Qliestions and Objectives

As indicated in the introduction, this dissertation aims (a) to assess today’s conventional

brand managcﬁént practice regarding the -extens‘ibility of existing brands into products with

different levels of innovativeness, and (b) to identify new strategies and conditions with
k

which brands can be successfully leveraged beyond C(I)nventional wisdom. By doing so, this

research scrve;v; to advance both existing theory as well as practice.

From a theoretical ﬁoint of view, the present dissertation represents the first approach
to examine the imbact of the latest ﬁﬁdings in consumer learning theory on coﬁventional
wisdom in brand driven-growth strategies. It first analyzes the current conceptualization of
consumer evaluations of brand extensions in the light of the defining characteristics of radical
innovations. It then introduces with ainalogical learning tﬁeory_a new consumer learning
paradigm to the field that might be capable of explaining consumer evaluations of brand
extensions across the complete prbduct innovativeness continuum. By .lhis meaﬂs, it is the
first approach to reconcile the apbarent contradiction between the success of radical
innovations in the marketplace and today’s brand management.theory.

Second, the present dissertation analyzc§ how companies may influence the success
potential of their b.rand leveraging strategies inté radical innovations through nurturing
relevant brand associations as well as engaging in co-branding approaches. This study will

thus highlight on the one hand, what kind of brand associations may increase the success
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potential of these brand extensions into radical innovations, and on the other, how.a coupling
Iwith another brand may help to positively influence consumer evaluations.

Finally, following the Ilatest developments in brand theory, this dissertation
acknowledées that brand extensions are often not stand-alone entities but embedded into a
portfolio of products (Aaker 2004; DélVecchio 2001; Kelier and Aaker 1992; Meyvis and
Janiszewski 2004; Smith and Park 1994). It will hence also analyze the impact of different
brand portfolio constellations on consumer evaluations of brand extensions into radical
innovations. Building on the latest findings in the area of brand portfolios and analogical
learning theory, a possible moderating impact of the leveraged brand’s ﬁortfolio on
consumers’ p;rocessing behavior will be analyzed.

From a practical point of view, examining the apparent contradiction between the
succcssl of radical innovations in the marketplace and brand extension research is of utmost
relevance. It will help brand managers to improve their understanding of this form of
innovation and extend their practice to iﬁcll-1de the whole spectrum of innovations.
Understanding the opportunity space of potential éxtensions as a continnum of innovations
with- incremental innovations on the one end and radical innovations on the other, brand
managers have long been advised to focus their extensipn efforts only on incremental
innovations, and thereby neglected potentially attractive opportunities in the latter end of the
continuum. One of the driving forces of this neglect has been the current brand management
theory which proposes that congruent extensions are successful, while discongruent are not. If
the present dissertation is now capable of revealing that brands can be successfully exténded
into radical innovations, it will have the potential to attract companies’ awareness that the
effective range of new product opportunities. may be greater than what is popularly
recommended. Therefore, one of the primary aims of this work from a practical point of view

is to raise brand management’s awareness that the common practice neglects in radical
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innovations a potentially very important driver of sustainable growth and hence hinders

companies in fully exploiting their brand’s growth potential.

I.4 Research Overview

Following' this introductory chapter, Chapter 2 reviews literature in the fields of brand-driven
growth strategies, consumer learning theory, and innovation providing the theoretical support
for the develoément of the hypotheses. Drawing on this body of work and particularly
merging literature on analogical learning, ra.dical innovations, and brand-driven growth
stralltegies, Chapter 3 then outlines the hypotheses of the present-conceptualization.

Following the conceptual part of the dissertation, Chapter 4 through 6 empirically
analyze the relationship between brand-driven growth strategies and radical innovations in
three different studies. Chapter 4 first examines previous research’s general assumption that
brand extcnsidns into radical innovatioﬁs are evaluated less favorably than brand extensions
into incremental innovations and that the reason for these differences in evaluation can be
explained with the underlying learning processes. Second, it reveals that categorization theory
with its literal siﬁ1ilarity matching approach does not support brand extensions into radical
inno;lations. ﬂird, it analyze; the impact of different brand associations in this context and
hence assesses the question whether and what kiﬁd of brand associations may allow
companies to successfully extend their brands into radical innovations. Chapter 5 builds on
the results of the study in Chapter 4 and examines the potential of coupling a brand with
another brand to extend the resulting alliance into radical innovations. By doing so, the impact
of co-branding strategies on processing mechanism is assessed. Chapter 6 examines the
potential impact a company's brand portfolio on a brand’s extensibility into radical
innovations.

Finally, Chapter 7 summarizes and discusses the results of the empirical investigation.

Theoretical and practical implications of the presented results are highlighted by identifying
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how the findings expand the scope of current brand extension research, how it differs from
other conceptual- frameworks such as categorization theory, and how it improves upon
previous conceptual treatments in the brand extension area. Moreover, potential limitations

are discussed and future research areas identified.
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Chapter II: Literature Review

The following literature review is divided into three major parts, reflecting the
theoretical underpinnings of the present disseﬁation. First, the literature on brand leveraging
strategies is reviewed. The focal point of attention is 'hcreby oﬁ consumers’ evaluations of
these approaches, which are ackrllowledged as one of the primary success determinants in this
context. In doing so, the following paragraphs will review research on consumers’ attitude
formation in the two predominant brand-driven growth strategies, namely (a) brand extension
strategies, which deal with levex;aging individual brands and represent the most heavily
researched strategy within theory and practice, and (b) brand alliance strategies, which deal
with inter-brand collaborations and represent a strongI)-{ emerging brand strategy, in which an
individual brand is coupled with another brand to build a synergistic alliance. Eiamp]es for
the former range from Coca Cola’s recently introduced Vanilla Coke to BMW’s new 1 series.
Examples. for the latter can be found across industries such as HP notebooks with Intel
microprocessors and Puma Sneakers co-branded by Jil Sander. This review moreover
provides a closer look on the previously mentioned notion of “fit”, which is commonly
assumed to determine the outcome of consumer evaluations in brand leveraging strategies
{Aaker and Keller 1990; Bottomley and Holden 2001).'In sum, the overall aim of the first part
‘of this review is to evaluate the most relevant studies on brand-driven. growth strategies as
well as to give a better insight into today’s conventional wisdom regarding consumer
cval-uations of braﬁd leveraging strategies.

In the second part of this chapter the general procéss of consumer learning is reviewed
to give the reader a better insight into the underlying processes of consumer evaluations in
brand leveraging strategies. To do so, this review will first introduce general findings
regarding the process of consumer learning per se, and highlight the different phases of
learning as well as explain the underlying mechanism in these phases. Next, research on the
dominant learning paradigm in brand leveraging research, categorization theory, is reviewed
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to explain the latest theoretical thinking in this field, before last, the ﬁri:di_ngs in the strongly
emerging analogical learning theory are discussed, which point to a possible alternative to the
categorization theory as learning paradigm.

In the third part, literature on radical i‘nnovatioﬁs is reviewed.- The focus is hereby on
the analysis of whether and how their specific characteristics may impact consumer
evaluations of brand extensions, given that categorization theory denies a transfer between

disparate knowledge structures.

I1.1 Brand Leveraging Stfategies

In general, all brand leveraging strategies finally de_al with a company’s potential of grm;ving
through launching new products based on it§ existing ;brand equity (Aaker 2004; Aaker and
Joachimsthaler 2000; Keller 2003). The potential ofjb_rands is hereby usually seen in the
positive effect that existing brand knowledge has on consumer response to the marketing mix
of a product or service. This means that it is generally assumed that consumers’ (positive)
associations and awareness for a brand will lead to more favorable reactions to the marketing
mix for a product compared to a fictitiously named or unnamed version of the product (Aaker
2004; Keller 2003; Keller 1993).

As mentioned earlier, brand leveraging strategies have developed to one of top
priorities in marketing during the last decade. They occupy a very promine_nt role among
today’s most popular managerial approaches (Aaker and Joachimsthaler 2000; Keller 2003)
as well as have raised a lot of interest in academic literature (Aaker and Keller 1990;
Bottomley and Holden 2001; Dacin and Smith 1994; Keller and Aaker 1992; Levin and Levin
2000; Simonin and Ruth 1998; Rao and Rueckert 1994; Rao, Qu, and Rueckert 1999). The
following review focuses on consumer reactions to these strategies anq is organized around

the two dominant brand leveraging strategies, brand extensions and brand alliances.
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I1.1.1 Brand Extensions

Brand extension strategies are defined as the use of an established brand name to introduce a
new product to enter the same andfor novel product categories and today generally
acknowledged as one of the most promising ways to profit from a company’s existing brand
equity (Aaker 2004). Thus not surprisingly, they have developed to become the most
frequently employed branél leveraging strategies in the field as well as risen to one of the most
heavily researched areas in marketing (Aaker 1996; Bottomley and Holden 2001; Reddy,
Holak, and Bhat 1994). Up to today, they havé attracted an extensive body of academic
literature with research topics ranging from market performance aspects (Lane and Jacobsen
1995; Slﬁith and Park 1992) to0 cons.umer evaluations of brand extensions (Aaker and Keller
1990; Bottomiey and Holden 2001; Keller and Aak_cr 1992) and brand equity issues (Keller
and .Aaker 1992), with the interest in the topic culminating in special issues of both the
Journal of Mérket_ing Research (Shocker, Srivastava; and Rueckert 1994) as well as the
International Journal of Research in Marketing (Barwise 1993).

The main reasons for this augmented attention in theory and field are generally
attributed to multiple benefits associated with brand extensions. Following latest findings in
brand research, using a brand extension strategy can significantly enhance the success
probabilities of a product by providigg consumers with the familiarity of an established brand
which results in imﬁe&ate consumer awareness, diminished consumer uncertainty and
increased advertising efficiency (Aaker and Keller 1950; Bottomley and Holden 2001; Boush
and Loken 1991; Keller and Aaker 1992; Park, Milberg, and Lawson 1991; Smith and Park
1992).

Take again the new BMW 1 series as an example. Introduced to the market as a
downstream extension to the highly profiled product portfolio of BMW in 2004, marketing
for this product could already rely on a rich network of association§ in consumers’ minds.

People already knew that BMW products are the ultimate dgwng machines, a joy to ride, and
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reflect excellency in German craftsmanship. All of these associations were already in
consumers’ minds. The essential task for the market introduction team of the new 1 series
hence was less to establish these associations in consumers’ minds, but rather to convince
potential buyers that the new product belongs to the BMW category.

However, besides these apparent benefits, extending a brand also has been shown to
bear some considerable risks. Early on, studies have highlighted potential hazards for the
parent brand’s equity if the brand is not leveraged in a consider.able manner, pointing to the
fact that ill-fitting extensions may have a necgative imbact on parent brand’s attitudes and
associations. Clearly, mismanaged extension strategies such as Porsche’s attempt to enter the
segment. of medium priced cars with the 914 in the 80s can cause an irreparable damage to the
- brand associations of the extended brand and hence a significant loss in brand equity for the
company (Aaker and Keller 1990; Boush and Loken 1994; Giirham-Canli and Maheswaran
1998; Loken and Roedder John 1993; Morrin 1999; Romeo 1991). In the case of Porsche, the
model 914 was not only a considerable flaw in terms of soid units, but its negative impact on
Porsche’s image as a world class sport car manufacturer also endangered the entire company
survival.

Given these potential benefits and risks, and based on the awareness that the success
of a brand extension primarily depends on how consumers are likely to respond to the
extension, a majority of studies have focused on the question of how consumers may form
evaluations of brand extensions based on their knowledge of the parent brand and its product
portfolio. In these efforts, the focus of attention has primarily been on the impact of the
perceived fit or cohesiveness between the parent brand and the extension on consumer
evaluations. Reasoning behind this strategy was that it has been assumed that this fit finally
determines the amount of brand associations that will be transferred from the parent brand to
the brand extension and hence influence consumer’s favorability evaluations of this extension

(Aaker and Keller 1990, Park, M;ggggg, and Lawson 1991)_.
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In more detail, the-pattem of results of several empirical studies have revealed that
affect and associations of the parent brand will be transferred to the extension if the similarity
between the extension and the brand is high. This mcar;s that beliefs and affect associated
with the parent brand may transfer to an extension when consumers perceive the extension as
fitting with the parent brand (Aaker and Keller 1990; Boush and Loken 199.1; Cohen and
Basu 1987, iVIeyers-Levy and Tybout 1989; Park, Milberg, and Lawson 1991).

The underlying dimenéions of fit héve been most commonly defined in line with
findings of the seminal Aaker and Keller (1990) study, which has argued that consumer
evaluations of brand extensions are primarily determined by consumers’ similarity judgments
based on three dimensions of perceived fit between. the parent brand and the extension, -
namely complementarity, substitutabilitj.(, and trans_:ferability (;Aaker apd Keller 1990;
Bottomley;am_:l Holden 2001; Boush and Loken 1991; Keller and Aaker 1992). The study
examined consumer reactions to 20 proposed extensions of six well-known brands and
revealed results that identified fit as a construct consisting of (a) the perceived transferability |
of skills and assets from the parent brand’s product category to the extension, (b) the
perceived product class complementarity, and (c) the perceived product class subsﬁtutability
(Aaker and Keller 1990; Keller and Aaker 1992; Bottomley and H(;lden 2001). Until today,
tt;is understanding of fit has been acknowledged as the dominant paradigm in brand research
dealing with consumer evaluations (Bottomley and Holden 2001).

The theoretical underpinnings behind this understanding of fit arrive from consumer
learning theory, more precisely categorization effects. As méntioned earlier, in this theory it is
suggested that individuals organize objects and information around them in categories to
increase their processing efficiency. This' means that categorization theory suggests that
whenever-an individual is confronted with zi.new object, she-will first assess the potential
similarity between this object and existing categories in her mind ana then transfer her

existing category knowledge to th% new object dependent on the extent to which this object is
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perceived as a member of this category (Cohen and. Basu 1987; Klink and Smith 2001;
Meyers-Levy and Tybout 1989).

Translated to the brand extension context, this means thgt consumers are assumed to
conceptualize brands and their portfolio as categories in their minds with the brand name
serving as the category label (B;)ush and Loken 1991). If it then comes to the evaluation of a
new Iproduct i.n form of a brand extension, consumers are supposed to transfer associations
from the parent brand’s categoryi to the extension with the match or perceived fit between the
brand and tﬁe extension mddcrating the extent of the trz:_msfer process (Aaker and Keller 1990;
Meyers-Levy and Tybout 1989). Consequently, it “is assumed that the parent brand’s
associations and attitudes will impact thé evaluation é)f a brand extension, if the consumer
classifies the extension as a member of the parent bi';md’s category, i.e., given a reputable
brand, a higher level of fit will lead to more; positive c;(tcnsion cva,l_l;J.ations (Aaker and Keller
1990; Cohen and Basu 1987).

Accordingly, it has been proposed that because 6f these categorization effects the
evaluation of a brand extension primarily depends on (a) whether consumers like the parent
brand, and (b) whether the extension product fits the parent brand’s product category (Boush
and Loken 1991). As a result, catcgorization theory hés indicated that affective responses to
brand leveraging strategies might be often derived‘ from the product’s identification as a
member of the parent brand’s category instead of its individual characteristics {Aaker and
Keller 1990; Hutchinson and Alba 1987.; Ozanne, Brucks, and. Grewal 1992; Rosch and
Mervis 1975; Rosch, Simpson, and Miller 1976).

An example: following categorization theory, when consﬁmers are confronted with a
new Apple product, they analyze how this product fits into the existing product portfolio of
Apple. Based on this fit assessment, they Fhen implicitlly decide how much of their knowledge
of Apple they wént to spill over to the new product. This means for example, when Apple

introduced the iPod Shuffle éa.rli%g this yéar, consumers aqalyzed the product regarding its fit
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with Apple’s existing product portfolio. Since the new product was close to already existing
products such as the iPod or the iPod Mini, the perceived fit was evaluated high and hence the
knowledge spill-over from the parent brand substéntial.

Apparently, these findings have been bad news for growth-oriented marketers. They
emphasize the limits to the extensibility of parent brands and hence put a hold on ambitions of
marketers, who are frequently motiv;a_ted to leverage their brand names far a field from the
brand’s current product portfolio (Lane 2000). Clearly, with categorization theory being
accepted as the dominant consumer leamning paradigm in brand extension research, the
category fit-has been acknowledged as the primary determinant of success and failure of
brand extensions. As a result, conventional brand management wisdom vha's suggested that a
‘brand’s ability to stretch may be subject to tight boundaries and hence recommended to focus
efforts on .incremental innovations, because following categorization theory congruent:
extensions will be successful, but incongruent usually will not (Lane 2000; Smith and
Andrews 1993).

Yet, recently, several researchers have argued that too much emphasis has been put on
this classic fit dimension (Brozniarzyk and Alba 1994; Klink and Smith 1997; Park, Milberg,
and Lawson 1991; Smith and Anﬂrcws 1995; Tauber 1988). It has been suggested that the
dominant fit paradigm certainly has its importance but. may stop short in providing an
explanation for all existing circumstances and.that hence a brand might be extended into more
product categories than researchers previously. thought. Among others, Tauber (1988) has
argued that a brand’s leverage, understood as the delivered benefits, might be more important
for consumers than fit. Klink and Smith (1997) have revealed evidence supporting that as an
extension’s attribute information increased, the effect of perceived fit on evaluation of an
extension disappeared. Moreover, following a similar direction, Smith and Andrews {1995)

have shown that the direct effect of fit may disappear when the effect of customer certainty is
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considered. Finally, Park, Milberg, and Lawson (1991) ,gyg suggested that consumers may
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evaluate a brand extension’s fit not only on the classic product dimensions but also on its
brand concept consistency with the parent brand.

Partially reflecting the concerns and findings of these studies, it is paﬁicu]mly one
study that has moved beyond a pure fécus on ﬁt as an indicator of consumer evaluations of
brand extensions. In this study, Broniarczyk and Alba (1994) have argued that there might be
multiple determinants of brand extension evaluations and hence success, of which product
feature similarity might be only éne aspect. They have emphasized the importance of brand-
related determinants of  evaluations of brand extensions, namely brand associations
(Broniarczyk and Alba 1994). Following their line of reasoning, these associations,
understood as attributes and benefits that differentiate a brand from competing brands, might
be capable of dominating the effects of product category similarity, particularly when
consurner knowledge is high (Broniarczyk and Alba.1994; Maclnnis and Nakamoto 1990).
This means that consumer evaluations of brand extensions are not a simple matter of similar
product features but that consumers may assess fhe ability of the; extensions to satisfy their
needs and that such assessments are driven primarily by the specific associations of the brand
(Broniarczyk and Alba 1994). Consequently, they have criticized today’s understanding of
brand extension evaluations, which pﬁrely depends on a product-feature driven fit because of
its incapability to account for brand associations l:hat. might be capable of tying a parent brand
and an otherwise dissimilar product categ;)ry together (FBroniarciyk and Alba 1954).

In sum, however, it has to be émphasized thalt despite these emerging concerns the
classic fit paradigm still dominates researchers’ and marketers’ understanding of how
consumers may evaluate brand extensions, strongly influencing which brand extenstons are
introduced and which not (Bottomley and Holden .2001; Lane 2000). Yet, as the previous
paragraphs have shown, researchers have recently started to highlight factors that may
override the effectiveness of the classic fit paradigm. Thus, it can be assumed that non-fitting

extensions are not necessarily cursed to market failure as often proposed by conventional
g : ™ SE
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brand management wisdom. However, what is still missing is a model capable of addressing

congruent as well as incongruent extensions in the brand leveraging context.

.12 Co'-Branding

Understood as all circurnstances in which two or more brands are presented jointly to the
consumer (Rao, Qu, and Rueckert 1999), co-branding approaches can take different forms
ranging from loosely coupled advertising alliances (Samu, Krishnan, and Smith 1999) to fully
integrated inter-ﬁrrﬁ collaborations (Bucklin and Sengﬁpta 1993). Nowadays, they have not
only entered consumer’s daily lives with prominent examples spanning such diverse
industrie.s as airlines (e.g., Star Alliance, One World), toys (Ferrari anﬁ I;ego), high
technoldgy (c.g.,:- IBM PCs with Intel microprocessors, Sony Ericsson mobile phones), and
“kitchen utiliﬁés ke.g., Alessi and Philips), but also raised considerablre interest. in the research
community (Levin and Levin 2000; Rao, Qu, and Rueckert 1999; Simonin énd Ruth 1998;
Venkatesch énd Mahajan 1997).

Lastly reflecting a classic search for synergy, 1:easons for the emerging popularity of
this particularl brand leveraging strategy are widespread and mainly based on corporations’
new awarenéss that these forms of strategic alliances can be attractive vehicles through which
companies cz;n grow and expand their scope. Especially the potential to exploit the obtainable
possibilitic§ such as tapping the partner’s customer base (Sherman 1992; Venkatesch,
Mahajan, and Muller 2000) as well as influencing consumer evaluations of the product
(Bucklin and Sengupta 1993; Keller 1997; Simonin and Ruth 1998) have raised considerable
interest in research and practice. To date, research on brand alliances has mainly focused on
three areas, namely (a) signaling aspects in situations when product quality is or is not
observable, (b) spill-over effects between the partners in the alliance, and (c) consumer

evaluations of brand alliances in general.
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The first stream of research looks into the potential of brand alliances to signal
unobservable product quality in the case when a brand is new to the market place and
therefore not able to signal product ciua]ity on its own (Rao and Monroe 1989; Wemerfelt
1988). Take NutraSweet as an example. When the company entered the market of sweeteners
in the beginning of the 80s, it struggled with rumors that its p-roducts might cause cancer.
Clearly, its own brand was new to the market and hence lacked the reputation necessary to
assure the disturbed consumers. Considerable marketing efforts and even independent
research studies were not capable of distracting consumers’ health concerns. However, when
Coca-Cola and Pepsi Cola announced their cooperation with NutraSweet, these concerns
almost totaily disappeared. Apparently, by building- an alliance with NutraSweet, these
companies gave their own brands’ equity as a bond for NutraSweet’s quality (Brandenburger
1993; Rao and Rueckert 1994).

-Empirical _é:xaminations have supported this reasoning by revealing that the presence
of a second brand name on a product can result in a signal that helps unknown partner brands
in a brand allianpe to signal uncbservable product quality (Rao and Rueckert 1954; Rao, Qu,
and Rueckert 1999; Washburn, Till, and Priluck 2000). The brand equity of the partner bljand
can hereby be seen as a bond for the unobservable product quality of the jointly offered
product (Rao and Rueckert 1994). Brand alliances are hence regarded as an especially
appropriate instrument to signal unobservable product quality for brands that cannot
successfully signal this quality on their own (Rao, Qu, and Rueckert 1999).

The main aim of the second major stream in brand alliance research has been to
examine possible knowledge and attitude spill-over effects between partner brands in a brand
alliance (Levin and Levin 2000; Simonin and Ruth 1998). The question was whether and how
consumers use their knowlédge of one brand in their assessment of the other brand in a
alliance (Levin and Levin 2000; Park, Jun, and Shocker, 1996; Simonin and Ruth 1998). For

example, if Apple and Intel now engage in an interbrand cog?aboration and will brand all new
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products jointly with the Apple and the Inte] brand starting iq 2006, it raises the central
question how this will affect consumers’ overall evaluation of the individual brands.

Empirical evidence has pointed to .the fact that there are spill-over effects between the
partners of a brand alliance. Specifically, it has been revealed that consumers, who have
developed some associations with one brand in an interbrand collaboration, tend to extend this
knowledge. to the partner brand (Levin and Levin 2000; Simonin and Ruth 1998). The reason
for this effect is seen in consumers’ tendency to make inferences regarding an unknown
object or brand by examining cues in close proximity of this object, a phenoﬁlenon often
referred to as. context effects (Meyers-Levy and Tybout 1981). In _the case of brand alliances,
one of these context cues is the partner brand and hence consumers are assumed to spill-over
their knowledge from one brand to the other (Simonin and Ruth 1998). The magnitude of
these spill-over effects hereby appears to increase liliearly to the strength of collaboration
between the brands, reflected in product category congruity and shared attributes (Levin and
Levin 2000; Simonin and Ruth 1998). |

Finally, special attention has been devoted to the third research track, which examines.
consumers’ evaluations of brand alliance research. While the examination of attitudes towards
an individual brand is straightforward and mainly focuses on the aspect of category fit (Aaker
1991), the same topic has considerably more facets in the context of brand alliances with their
more cdmplex cooperation structure (Levin 2002; Levin and Levin 2000; Simonin and Ruth
1998).

Similar to findings in brand extqnsion research, the first factors that have been
identified to have a-'major imi)act on consumer evaluation of brand alliances are the pre-
existing attitudes towards.the_partner‘ brands in the brand alliance. Several studies have
revealed that consumers’ prior attitudes towards the involved individual brands significantly
influence the overall evaluation of the alliance (Levin 2002; Levin and Levin 2000; Park, Jun,

and Shocker 1996; Simonin and Ruth 1998). Drawing on findings of brand extension
aomE p =
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literature (Aaker and Keller 1990), rescaréh on multi-product bundles (Gaeth et. al. 1990), and
insights from information integration and attitude accessibility theory (Hampton 1987), it has
been revealed that prior impressions of the involved brands were aﬁtomatically retrieved if the
subjects’ memory stored a sufficiently strong brand alliance cue (Levin 2002; Simonin and
Ruth 1998).

The second important variable in the process of brand alli.ance evaluation that has been
identified is consumer’s perception of the degree of complementarity between the images of
the involved brands, most commonly referred to as brand fit (Park, Jun, and Shocker 1996;
Simonin and Ruth -1998). An interbrand collaboration involves the brand images of multiple
partners and consumers do not perceive these images independently from each other.

Following the findings of several empirical studies, consumers’ evaluations of brand
alliances are significantly influenced by their perception of fit between the partners’ images
(Simonin and Ruth 1998; Varadarajan 1986). For example, if a consumer evaluates a
Lagerfeld - Hennes & Mauritz shirt, she not only assesses the product per se, but also devotes
- considerable thoughts to the question of how good the two brands Lagerfeld and Hennes &
Mauritz fit together.

Empirical studies have supported this reasoning and revealed that the impact of the
perception of brand fit is related to the fact that relations between the brands are highly visible
in brand alliances, seducing consumers to strongly rely on this relation when evaluating a
brand alliance (Park, Jun, and Shocker 1996). Moreover, findings in information integration
psychology indicate that brand alliances, consisting of two somehow inconsistent brand
images, are likely to force consumers into engaging in a causal or attributional search, which
often results in questioning the connection of these brands triggering adverse beliefs and
opinions (Hampton 1987;1 Park, Jun, and Shocker 1996; Simonin and Ruth 1998). Following
this line of reasoning, this dissertation proposes that the perception of fit between the involved

brand images of the partner brandg is positively related to the brand alliance evaluation.
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The third relevant factor'under_lying brand alliance evaluations is the perceived fit
between the involved product categories. This construct of product fit is quite similar to the
previously discussed brand fit. It deals with the extent to which consumers perceive the
product categories in the alliances to be compatible (Samu, Krishnan, and Smith 1999). The
basic idea is derived from the previously discussed findings in research on brand extensions,
which has emphasized the importance of the product fit to ensure the transportation of the
brand attitudes from the parent brand to the brand extension (Aaker and Keller 1990; Boush
and Loken 1991; Dacin and Smith 1994; Keller and Aaker 1992; Park, Milberg, and Lawson
1991).

However, researchers’ understanding of the _ﬁtlidea 1s different in ic two fields (for
more details please see I1.1.3 The Notion of “Fit”). Brand extension research emphasizes the
importance of the transferability of skills from the cn_)r§ to the extension product category as
the key determinant of consumer evaluations. Brand alliance research, in contrast, suggests
that consumers simply evaluate whether the product categories of the partner brands are
compatible on a abstract, conceptual level (Park, Jun, and Shocker 1996; Samu, Krishnan, and
Smith 1999; Simonin and Ruth). The reason for this difference is tha_t in brand alliances an
examination of the transferability of skills is most of the times superfluous because the
partners contribute to the alliance with their core skills so that' no problems with
transferability are expected (Simonin and Ruth 1998). For example, if IBM and Intel engage
in a brand alliance to offer a jdint PC, IBM briﬁgs its hardware knowledge and Intel its
competence in building microprocessors to the alliance (Rukstad and Casadesus-Masanell
2001). |

Figure 1 summarizes the main determinants of consumer evaluations of brand

alliances.
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Figure 1: Consumer Evaluations of Brand Alliances

Brand Fit

! > Consumer Evaluations
Product Fit of Brand Alliances

Pre-Attitudes
towards Brands

Research, however, has not only focused on potential benefits of brand alliances but
also started to examine potential pitfalls of these inter-brand collabdrations, highlighting -that
coupling two or more brands might not always be without risks and should be handled with
utmost care. Among others, Farquhar (1994) has shown that brand alliances can create
asymunetries caused by consumers attributing a potentially negative experience with one
brand in the brand alliance to the partner brand. As such, brands’in a brand alliance run the
risk that their positioning might be undermined when consumers blame the wrong brand for
their dissatisfaction. Janiszewski and van Osselaer {2000) found empirical support for this
reasoning in a study which revealed that a brand alliance may or may not be beneficial to the
partnering brands, depending on when consumers are first exposed to the individual brand
versus the alliance.

Despite these apparent risks and potential pitfalls, brand alliances have developed to
an often chosen alternative to brand extensidn strategies. Therefore, it is not surprising that
researchers have recently started to compare the effectiveness of this strategic approach
versus other brand leveraging strategies (Brownell 1994; Desai and Keller 2002; Park, Jun,

and Shocker 1996). Brownell (1994) early on demonstrated the competitiveness of brand
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alliance strategies, revealing that a branded (compared to a non-branded) ingredient strategy
can enhance consumers’ attitudes and overall qﬁality perceptions of a brand extension.
Supporting these findings, Park, Jun, and Shocker (1996) have found a pattern of results
indicating that a consumer may react more favorably to an extension product following a
composite branding strategy thanl'followingl the classic; dir;ect extension approach. Desai and
Keller (2002), in contrast, have revealed that a co-branded ingredient may only facilitate
initial expansion. acceptance, while self-branded ingedents may lead to ‘moré favorable
subscque;nt category extension ‘cvaluations. Moreover, Simonin and Ruth (1998) have shown
that only a brand alliance with high product and brar‘l_d fit ratings is well perceived by the
consumers. A lack of fit or a wrong partner choice leads to a considerable damage to the
-involved brands. Clearly, there is no general answer to the qli:cstion of what might be the
better brand leveraging strategy because both approaches have their strengths and

weaknesses.

I1.1.3 The Notion of “Fit“

As the literature review has revealed, the notion of peréeived ‘_‘ﬁt” appears to be a critical
component a'c;oss brand-driven growth strategies (Aaker and Keller 1990; Bottomley and
Holden 2001; Levin and Levin 2000; Simonin and Ruth 1998). Therefore, it is important to
get a better insight of sinlilaritics and differences between the notions of fit employed in
brand extension and brand éiliance strategies.

As seen earlier, in brand extension research one of the most robust findings across
studies has been the emphasis of the importance of the similarity or cohesiveness between the
parent brand and the extension catergory in determining branf:l extension evaluations (Aaker
and Keller 1990; Bottomley and Holden 2001; Boush and Loken 1991; Keller and Aaker
1992). Acc.ording to the conventioﬁal wisdom in brand extension research, the favorability of

brand extension evaluations primarily depends on consumers’ perception of the fit between
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the parent brand and the product category to whic;h the brand has been extended. If the
extension is evaluated to be perceptually close to the parent brand, consumers provide more
favorable evaluations compared 0 th_e rca;qe when the extension categbry is perceived to be
distant (Aaker and Keller 1990; Boush and Loken 1991; Keller and Aaker i992; Loken and
John 1993). |
Similarly, research on consumer evaluations ‘?f; brand alliances has also emphasized
the role of “fit”, however, as indicated earlier, the concept of fit employed in brand alliance
research is different from the concept of fit in brand extension research. While research in the
latter has prirﬁarily focused on a fit idea that reflects the transferability of skills from the core
" to the extension product category and hence categorization learning considerations, this
- conceptualization of fit is assumed to play no role,.in the evaluation of brand alliances
(Simonin and Ruth 1998). ‘

The fit construct that significantly influences consumer evaluations of brand alliances
consists of two main parts, namely (a) consurﬁer’s perception of the degre¢ of
complementarity between the images of. the involved brands, often referred to as brand fit
(Park, Jun, and Shocker 1996; Simonin and Ruth 1998), and. (b) the extent to which
consumers perceive the product categories involved ip the alliance to be compatible, most
‘commonly c;alled product fit (Samu, Krishnan, and Smith 1999; Simonin and Ruth 1998).
Alpparently, it is particularly the construct of brand fit that reveals a significant difference
between the two research streams and essentially reflects the fact that brand alliances involve
the brand images of more than one brand (Simonin and Ruth 1998). The results of these
studies have shown that the impact of the perception of brand fit i‘s related to the fact that in
b;and alliances relations between the brands are highly visible, seducing consumers to
strongly rely on this relation when evaluating a brand alliance (Park, Jun, and Shocker 1996).

Taken all together, this basically means that brand extension research has primarily

focused on a construct of fit that describes similarity betw?_en the extension product and the
#4q o e ] r""t
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parent brand’s product category, while brand alliance research’s focus .of attention is on a
more abstract fit dimension that deals with the appropriateness or logical connectedness of
product as well as image dimensions (Maclnnis and Nakamoto 1991). Thus, it can be
concluded that despite the fact that both research streams have described consumer
evaluations as an inferential process involving several cognit.ive operations, the underlying
assessments are different. In brand extension research it is merely a category similarity
assessment, and in brand alliance rese_arch. itisa logiéal connectedness approach (Maclnnis

and Nakamoto 1991; Simonin and Ruth 1998).

IL2 Theoﬁes of Consumer L'earning

In this section, two models of consumer learning are reviewed. Besides today’s dominant
model of consumer learning in brand leveraging reSearch, categorization theory, the ﬁresent
dissertation will also réview the strongly emerging analogical leaming theory, which has
proven its éfﬁcicncy especially in explaining consumer learning in the context of radical
innovaﬁons (Gregan-Paxton and Roe.ddcr John 1997; Hocfﬂer 2003). Pregcding these efforts,
an overvié\;' of the general process of consumer learning is provided that facilitates an overall
'understanding of consumer learning. Following the review of the two learning paradigms is a
comparison between the two highlights differences as well as similaritieé. Taken as a whole,
the aim of this part is to lay the theoretical groundwork for a better understanding of how

consumers may assess strategies that leverage brands into radical innovations.

I1.2.1 The Process of Consumer Learning

Latest research on consumer learning has suggested that learning processes in which
consumers use existing knowledge from a familiar domain (the base) to understand something
novel (the target) generally follow a three step process (see Figure 2), in which the knowledge
from the familiar base is first accessed, then mapped, and finally transferred to the target

object (Falkenhainer, Forbus, and Gentner 1989; Gentner ang Markman 1997; Gregan-Paxton
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and Moreau 2003; Gregan-Paxton and Roedder John 1997; Markman and Wisniewski 1997;

Medin, Goldstone, and Markman 1995; Novick 1988).

Figure 2: The Process of Consumer Learning

Access Mapping Transfer
Stage Stage Stage
* Activation of the mental .= Similarity comparisons = Realization of the relevance
representation of the base between the base and of existing knowledge for
domain, i.e., already stored target, the target.
information is accessed.
= Establishment of = Acwal transfer of
correspondences between information from the base
the two entities. to the target

Think off the Apple iPod Shuffle as an example. Theory suggests that when
- consumers learn about this new prodpct, they try to associate it with something they already
know. In the case of the iPod Shuffle the familiar base is the brand, Apple, and its existing
product portfolio. Thus, the first step of consumers is to assess their knowledge about Apple
and its products. Then in the ﬁext step, when they have assessed this knowledge, they start to
compare the iPod Shuffle with Apple’s existing products, for example the iPod Mini, and try
to find similarities that can facilitate their unders}anding of the new product. When these
stmilarities are finally identified, in the present case both products are MP3 players with
similar functions, functional knowledge about how to handle the new product as well as
relational knowledge about how an Apple product .can change consumers’ lives is transferred
from the familiar base to the new product. |
In detail, from a theoretical perspective it has been proposed that in the first stage,
commonly referred to as access stage, consumers activate their mental representation of the

base domain. This means they access the information stored in their memories, so that it can
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be considered as a basis of information for the target (Falkenhainer, Forbus, and Gentner
1989; Gentner 1989; Gregan-Paxton and Roedder John 1997). This access can occur
spontaneously or via a prompt from an external source such as an advertisement (Gregan-
Paxton, Hibbard, Brunel, and Azar 2002). In the case of the iPod Shuffle, the confrontation
with the Apple brand on the p_roduct would aétivate consumer’s mental representation of
Apple’s existing product portfolio.

In the second stage, most commonly referred to as mapping stage, the question is
whether or not the knowledge that has been accessed in the access stage can be transferred
from the familiar base to the target (Gregan-Paxton and Roedder John 1997). This means that

“this stage finally is responsible for establishing (mz;pping) the relevant .correspondences
~ between the base and target that serve later as the basis for consumer léarning and hence
determiné how much information will be transferred (Clement and Gentner 1991; Grcgan-
i’axton 2001). Clearly, the fact that the Apple brand is able to serve as a cue to activate
COI‘lSl.ll"Illel"S previous knowledge does not necessarily mean that the activated knowledge is
also helpful to learn about the new productflf for e—xample the iPod Shuffle would be an
innovativé toothbrush, consumel;s’ existing functional knowledge of Apple’s product portfolio
lwould not be of much help. Thus, in the mapping stage it is determined if the stored
knowledgé is helpful in the present context. And this usefulness is most commonly
determiﬁcd by the similarity of £he base and the target, i.e., in the case of the iPod Shuffle the
mapping stage would determine if there are similar products in Apple’s existing product
portfolio.

Therefore, the central mechanism in the second stage is a mapping procedure that is
aimed at aligning the base and the target such that knowledge from the former can be
transferred to the latter. By this means, consumers try to establish one-to-one
correspondences, which will later be used as knowledge transportation paths between the

knowledge of the base and the target (Gentner 1989, G;%_gan-Paxton and Moreau 2003;
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Gregan-Paxton and Roedder John 1997). To establish these one-to-one correspondences
consumers can engage in three different similarity comparison processes (Gregan-Paxton and
Roedder John 1997). Firgt, a literal similarity comparison, in which base and target are
mapped in terms of both attributes and relations. Second, a relational comparison, in which
base and target are solely rﬁappcd in terms of relations. And finally, a mere appearance

comparison, in which base and target are exclusively‘mapped in terms of attributes. The

. choice of the adequate comparison process depends on the characteristics of the information

to be transferred and the leamning process. used. The il;formation that is transferred from the
base to the target can be roughlsr_ categorized into attributes and relations with attributes
referring to both abstract and concrete properties of an object, and relations referring to the
interconnected system between the object and its environment (Gregan-Paxton and Moreau
2003).

Finally in the last .stage, the trgnsfcr, stage, the actual transfer of information and hence
the learning takes place. It is assumed that consumers, realizing the relevance of their stored
knowledge for a novel situation and having performed a mapping of the elements, will
transfer their inférmatioh from the base to the target. They hereby follow the logic that
- domains known to be similar in certa_jn respects, are likely to be similar in other respects as
well (Gentner and Roedder John 1997). In the case of the iPod Shuffle this means that
consumers realize that the new product is close to already existing products of Apple such as
the iPod Mini and identify'similarities between the new product and the already existing ones.
Based on these similarities, they then transfer their already stored knowledge_about the iPod
Mini to learn about the iPod Shuffle.

Analogical learning theory and categorization theory resemble each other regarding
the general process of consumer learning. Howeyer, these similarities are reduced to the very
process. Within the single stages of the process several significant differences can be

identified. Starting with the access stage, the main difference between them is that access is
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normally not considered a difficulty in categorizationj- theory, while in analog?cal learning
theory the acc;:ss stage is ﬁftcn crucial. In the case of the former, the target (e.g., the branded
extension product) is very often directly associated with the base (e.g., the parent Brand), and
hence activation of previous knowledge of the latter is seen as an automatic event (Cohen and
Basu 1987; Ozanne, Brucks, and Grewal 1992). In the case of the latter, the relation between
the base and the target is often not that obvious,-so that, consumers often tend to fail to notice
vital relations between the two (Gick and Holyak 1980; Gregan-Paxton and Roedder John
1997, Weisberg, DiCamilio, and Phillips 1978).

The theoretical underpinnings behind this r_easoning come from general learning
theory which has revealed that automatic access isl'. primarily driven. by the nature of
correspondence between the base and the target, i.e., it'has been suggested that the degree to
which the two share common attributes determines the probability of access (Gick and
Holyak 1980; Gregan-Paxton and Roedder John 1997; Nisbett and Ross 1980). Since most of
the research on categorization effecfs has primarily focused on bases and targets that were
quite similar, problems with access farcly appeared (Bottomley and Holden 2001). In studies
on analogical learning theory, however, the focus has often been on situations with little
attribute overlap between the two entities, which makes access less intﬁitive and hence a
crucial determinant of success (Gregan-P;lxton and Roedder John 1997; Holyak and Koh
1987).

Also in the mapping stage some .signiﬁcant differences between analogical learning
theory and categorization theory can be identified. Categorization theory primarily focuses on
a rather restrictive approach relying on a literal similarity cqmparison and hence a mapping of
relations and attributes. Analogical learning theory, on thcf, other. hand, relies on a mapping
solely based on relations. This basically means that both approaches considerably diffef in
their treatment of attributes and relations in the inapping stage: categorization theory relies on

a more restraining approach in wh_i,gp both the attributes and relations have to be appropriately
a5 - B |
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mapped betwceﬁ the target_ object and the base domain. Analogical learning theory, in
contrast, suggests a mapping process with a strong focus on relations (Grggan-Paxton and
Moreau 2003). As a result, it is widely assum_ed that anélogicél-leamiﬁg allows for knowledge
transfer between seemingly disparate catep;ories, while categorization theory focuses on a
more narrow interpretation of similarity and hence cannot explain learning in these
circumstances.

Finally, the last stage of the learning process, which deals with the transfer of
information between base and target, also.reveals significant differences between the two
approaches. It has been proposed that, since the two approaches differ in their mapping
approaches that are the basis for knowledge transfer, they also differ in the type of knowledge
transferred. Consumers who learn based on analogical learning theory transfer significantly
more relational information from the base domain to the target object. Consumers who learn

- based on categorization effects transfe;' signiﬁcantly more attribute information (Gregan-

Paxton and Moreau 2003).

11.2.2 Categoﬁzaﬁor: Theory

As mentionea earlier, categorization theory has so far been one of the most popular learning
paradigms in marketing research and by far the most prominent when it comes to dealing with
consumer evaluations of brand leveraging strategies (Aaker and Keller 1990; Bo_ttomlcy and
Holden 2001; Boush and Loken 1991; Cohen and Basu 1987; Keller and Aaker 1992; Park,
Miiberg, and Lawson 1991).

The starting point of reasoning in categorization theory is the general assumption that
consumers have limited cognitive capacities and hence are overwhelmed and troubled to deal
with today’s information overload (Davenport and Beck 2000; Rosch 1975). To cope with
this situation, they are assumed to group objects and events into categories on the basis of

perceived similarities and resemblances that subsequently help them to structure and simplify
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the information load, hence facilitating thém to function in complex environments (Ozanne,
Brucks, and Grewal 1992, Rosch 1975). Take again the Apple iPod Shuffle as an example. If
consumers nowadays try to buy a MP3 player, they will not only be confronted by a
overwhelming variety of offefs, but also falce an irgtimidating amount of functions and
attributes they have | never dealt with before. To cope with this information overload,
consumers try to organize the information intolalready existing cateéories. In the case of the
iPod Shuffle this category is Apple aﬁd its existing proi:luct portfolio, i.e., they will try to use
their knowledge of the latter to learn and evaluate the former.

Underlying theoretical réckoning is that consumers, following this categorization
approach, can significantly enhance their processing efficiency as well as cognitive stability.
Based on categorizing novel items into well-known categories, they are capable of responding
to these items in terms of their category membership rather than engaging in effortful
processing of all the details (Cohen and Basu 1987; Ozanne, Brucks, and Grewal 1992). This
means that consumers are assumed to follow a cléar-cut strategy:- they start with an access
stage, in which they evaluate whether an item can be classified as a member of previously
defined categories (Keller 1997). Then, -w'hen the \i_nformation about a new product is
consistent with c.ategory in their memories, they map the information in the category with the
new iterh. Finally, r.hey will make inferences about the‘new product based on the information
available in the category. Put succinctly, whenever a new product is categorized as belonging
to a category, the knowledge from the category will be transferred to it (Sujan and Dekleva
1987). Membership in the category mi.ght hereby not be determined as an in-or-out decision,
but rather as a matter of degree (Barsalou 1985; Medin and Smith 1984; Mervis and Rosch
1981). |

Given the apparent imp(-)rtance of new products to be classified as belonging to an
existing category, one focal point of attention in categorization theory has so far been on the

question of how people and/or consumers may create the_sn_? categories. As a result of these
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efforts, research has generally agreed that people may build categories by somehow grouping
" objects being similar in important respects. However, what is still rather controversially
. discussed is the question of what may finaily dctermine;this similarity in categorization theory
(Bruner, Goodnow, and Austin 1956; Lingle, Altom, and Medin 1984). As seen earlier, today
it is widely assumed that consumers’ assessment of similarity can take place on three different
abstraction levels. First, consumers can analyze the similarity between the category and the
target object based on both attributes and relations, most commonly referred to as literal
similarity comparison. Second, it is assumed that consumers can élso focus their similarity
judgments solely on relational aspects, hence neglecting surface similarity. And finally, it has
been also proposed that consumers can also judge similarity based solely on appearance,
hence neglecting reiational aspects.

So far; the focus of previous research has been on the more restrictive categories.
Among others, Fiske (1982), investigating person perception tasks, has suggested that people
will transfer attitudes associated with a category of persons when the person is perceived to fit
the category on a surface basis. Similarly, results of a study of Srull and Wyer (1989) have
shown that people attempt to form general impressions of other people and subsequently will
use those impressions both to assess new information and to make succeeding judgments.
Again, the underlying mechanism has been hypothesized to be a categorization process based
on an attribute comparison.

A study by Sujan (1985) has revealed similar pattern of results, also supportin;g the
reasoning that categorization theory focuses on attributes or literal similarity comparisons. In
her research dealing with information processing aspects of experts and novices, subjects
were confronted with products that matched or mismatched a categbry label and reactions to
these products were assessed. The results have revealed that for experts, when the category

label matched the camera descriptions based on a literal similarity comparison, the evaluation
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process appeared to be more category based, resulting in faster evaluations and evoking more
verbalizations related to the product category.

Finally, Cohen and Basu (1987), reviewing alternative formulations of how people
may. categorize new objects, have shown that identification and evaluﬁtion are fundamentally
intertwined and outcomes of a process designed -both to provide meaning and to facilitate a .
readiness to respond. By doing so, they have dcvelopea a contingent pro_cess.ing formulation,
emphasizing the flexibility of the information processing system in it$ response to important
contextual fact;)rs and also essentially pointing to a literal similarity éémparison mechanism
at its very core (Cohen and Basﬁ 1987).

Exceptions from this focus on attribute and literia]. similarity comparison processes are
still sparse and for the most:part argué_that previous literature’s focus .on these taxonomic -
categories might bla too close neglecting the faét that many impoﬁént categories used by
consumers are rather non-taxonomic and more relational and/or goal-derived categories
(Barsalou 1985; Srivastava, Alpert, and Shgckér 1984). Examples of such categories include
- for instance modes of transportation, things to do at the weekend, and food to eat on special
occasions (Barsalou 1985). Sdill, it has to be emphasized that the rr-lajority of research on
categorization theory on brand leveraging strategies still‘post_ulates that people use a literal
" similarity comparison when analyzing the classifiability of an item to a category (Bottomley

and Holden 2001). *

Al]-told, one can summarize that in categorization theory learning takes place based on
a categor;zation process, in which the identification as a member of a particular category is
assumed to significantly impact subsequent affective responses (Cohen 1982; Hutchinson and
Alba 19877;' éujén 1985). Across fields, this identification process is most commonly
described as a literal sjmil_arjty comparison, in which base and target are matched on attributes
and relations (Cohen and Basu 1987; Loken and Ward 1990; Ozanne, Brucks, and Grewal

L3

1999). For brand leveraging strategies this reasoning impli§§ that the success of a new product
o n s g mmpues ¥
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primarily depends on (a) the favorability of existing attitudes towards the parent brand, and
(b) the degree to which the new product is perceived as a member of the parent brand’s
category. Consequently, it can be concluded that categorization theory suggests that brand
leveraging strategies should focus on new products that are perceived as perceptually close to

the parent brand’s existing product portfolio.

H.2.3 Analogical Learning Theory

As mentioned earlier,_similar to categorization theory, analogical learning theory deals with
the transfer of knowledge from one domain to another as a function of the correspondence
between the two. It hence also follows the ﬁndmental assumption that a familiar situation
may help conéumers to make inferences about an unfamiliar situation (Gregan-Paxton and
Moreau 2003). However, in contrast to categorization tileory, analogical learning theory takes
a broadér perspective on this knowledgc;transfer issue, because it too allows knowledge
-transfer between seemingly disparate knowledge S[I'lI_CtI;I'CS (Gentner 1989; Gentner and
Holyoak 1997; Gregan-Paxton, Hibba:d; Brunel, and Azar iOOZ; Gregan-Paxton and Roedder
John 1997). "

The focus of attention again is on consumers using information from a base domain to
understand a target object. Underlying assumptions are that (a) existing knowledgé structures
are capable of facilitating the achievement of specific learning objectives (Gentner 1989), (b)
domains related in some respects are very likely to be related in other respects as well
(Gentner 1989; Gregan-Paxton and Moreau .2003;1 Gregan-Paxton and Roedder John 1997),
and (c) consumers, when faced with something unfamiliar, attempt to understand it by
relating it to something familiar (Gregan-Paxton and Roedder John “1997)..

Also similar to categorization theo?y, the transfer of knowledge in analogical learning
theory depends on a three step process with an access and a mapping stage paving the way for

the generation of knowledge pertaining to the target in a transfer stage (Gregan-Paxton and
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Roedder John 1997; Halford 1987; Keane, Ledgeway and Duff 1994; Ross 1989). The big
difference between the two learning paradigms however is tﬁat analogical learning theory
does not restrict itself to situatim:ls wher;e the base al;d target object are similar on surface
features (as suggested by categorization theory’s notion bf fit) but proposes that learning may
also occur between seemingly disparate knowledge structures that share only relations in
common.

Specifically, in contrast to categorization theolry which generally focuses solely on
situations; 'whcn there is a close similarity between the target and the base on an attribute or
literal sirﬁilarity basis, analogical learning theory is characterized By a preference for relation-
baséd m#pping (Clement and Gentner 1991; Spellman and Holycak 1992 Gregan-Paxton,
Hibbard, Brunel, and Azar 2002). This basically means that while categorization theory
rejects a knowledge transfer if an obvious lack of surface similarity between target and base is
apparent, analogical learning theory still allows it by focusing on the identification of
structural similarities rather than surface attribute driven similarities between these two
domain; (Gentner 1983; Gregan-Paxton, Hibbard, Brunel, and Azar 2002).

Take Virgin's extension into airlines as an example. Following categorization theory
there cannot be any kind of learning effects between the. Virgin brand and its new service,
becaus? there is no product fit between Virgin’s core business and airline services. Thus,
categorlization theory would suggest that this move 1s likely to become a failure. However,
Virgin Atlantic éucceeded and what is more important profited from the already existing
brand equity of Virgin. How could this happen? The answer lies in consumers’ associations
with Virgin. Empirical examinations have shown that if you ask consumers to describe their
associations with Virgin, you will rarety find any attributes or product related comments as
answers (Frei, Rodriguez-Farrar, and Hajim 2001). Most commonly, people’s answers refer to

relattonal aspects such as brings me fun, offers me the best value for my money, is young,
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and/or an underdog. With this positioning based on relational aspects, Virgin is capable of
extending its brand beyond classic categories.

Analogical learning hereby takes place in the same three step process as categorization
theory. In both cases, consumers are assumed to first access their knowledge from a relevant
base before they subsequently map it with the target, ;md then transfer the knowledge frorﬁ
the base to the target. Yet, the main difference betweén the two learning theories is that
analogical learning theory prop;)ses that this process can also take place between seemingly
disparate entities. The reason for this difference is.embedded in the different mapping
approaches of these theories. While categorization theory relies on a literal similarity
comparison, analogical learning theory also accepts a mapping that can equally take place
based solely on relational similarities between base and target. Specifically, foHowing the-
dominant structural model in analogical learning theory, the structure mapping theory
(Gentner 1983; Gentner 1989), analogical transfer involves a mapping procedure, in which
relations between elements within the base are retrieved and then applied to the target. By
doing so, the attributes of the base domain and the target object are of lesser importance,
because mapping is more dependent on the relational communalities between the two rather
than on the similarity between them.

Analogical learning theory has lately attracted a considerable increase of interest
outside of its primary field. While initially it focused primarily on analogical reasoning
problems of the sort of intelligence tests (e.g., “leg is to foot as arm is to what?”’), a number of
studies have recently appeared that link analogical learniﬁg theory to consumer behavior
topics (Gregan-Paxton, Hibbard, Brunel, and Azar 2002; Gregan-Paxton and Moreau 1997;
Gregan-Paxton and Roedder John 1997; Hoeffler 2003).

Among the first to adapt analogical learning theory to the consumer behavior area has
been Gregan-Paxton and Moreau (1997), who have emphasized the usefulness of analogical

learning theory to explain the inggz;n_al knowledge transfer in consumer learning. They have
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developed a conceptual model to explain how previously acquired knowledge might be
transferred in the consumer learning process. In their empirical tests of the model, they have
found a pattern of results which indicated that knowledge transfer is not necessarily limited to
a narrow set of circumstances, but may also occur between seemingly disparate knowledge
structures that share only relations in common. Sucrcessfully replicating these findings in
several consumer behavior contexts, they have demonstrated that analogical learning theory
might not only be capable of providing a broader perspective on the knowledge transfer issue
‘compared to categorization theory, but also that analogical learning theory might be a tool for
enhancing today’s understanding of knowledge transfer in general. |

Adapting this reasoning, Gregan-Paxton and Moreau (2003) have made the next step
and directly compared analogical learrﬁng theory with categorization theory. A special focus
of their empirical analysis has been on the suggested potential differences between the
mapping mechanisms of these two learning paradiérqs. Based on the results of three
experiments, which compared consumers’ responses to analogy and categorization cues, they
have shown that knowledge transfer via analogy and ca;tegorization may result in significantly
different outcomes despite the fact that they use the same basic process. By this means, they
have revealed some evidence for the differences between the mapping mechanism in the two
theories.

Apart from these two more general approaches towards analogical learning theory,
research has also started to apply it to specific contexts. In the focus of attention have mainly
been radical innovations (Gregan-Paxton, Hibbard, Brunel, and Azar 2002; Hoeffler 2003).
Given analogical learning theory’s apparent advantage in dealing with knowledge transfer
between disparate structures, Hoeffler (2003) analyzed how analogies may help to improve
preference measurement for really new products. The basic idea has been that consumers have
greater uncertainty when estimating the usefulness of really new products than they have with

incremental new products and that analogues may help Lh%rn to cope with this uncertainty.
g W B RIS
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Results supported this reasoning showing that an incorporation of analogical techniques into
existing preference measurement technique has the potential to significantly enhance the
predictive accuracy of classic measures (Hoeffler 2003). |

Finally, Gregan-Paxton, Hibbard, Bruncl, and Azar (2002) have examined whether
and to what extent prior knowledge may play a role in the comprehension of radical
innovations. Applying analogical learning theory to address tﬁis question, their assessment
has shown that analogical reasoning may provide an effective link to the structural knowledge
negdcd for consumers to lcé.m about tfuly novci innovations. It has been revealed that subjects
who engaged in analogical processing of new product information have been more focused in -
their processing than subjects who processed the same iﬁformation in the absence of analogy.
Moreover; it has been shown that benefits of these rf;dical innovations may be easier learned
through analogies to othgr products that provide similar bénefits in another domain. This
indicates that the knowledge about the oﬁer products might sometirr—les be used as a surrogate
experiende, which enables consumers to learn about the opportunities and benefits associated
" with a radical innovation (Roehm and Sternthal 2001).

In sum, analogical learning theory has recently faced an augmented interest in
consumer behavior contexts and proven itself to be _an: appealing alternative to categorization
theory. Especially its ability to explain consumer jleamjng between seemingly disparate
knowledge structures appears to offer an advantage 6vcr classic categorization theory. In
today’s environment that sees an accelerating pace of technological change and an increasing
number of radical innovations that defy straightforward classification, knowledge about how
CONSumers may use their existing knowledge to learn about seemingly incongruent
innovations is, indisputably, of utmost interest (Gregan-Paxton, Hibbarcll, Brunel, and Azar

2002; Hoeffler 2003; Stringer 2000; Urban, Weinberg, and Hauser 1996).
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I1.2.4 Categorization vs. Analogical Learning Theory

Despite the significant contributions made by categorization literature to today’s
understanding of consumer learning, researchers’ heavy reliance on the categorization
paradigm may have become a’.liability especially in today’s context of rapid technological
pace (Gregan-Paxton and Roedder John 1997). Without doubt, much of the existing work on
consumer knowledge transfer has been adequately described by the categorization literature,
with its theory providing an appealing conceptual basis for many of today’s researched
problems. However, as the previous paragraphs on categorization and analogical icarning
theory have shown, categorization theory’s ability to serve as a comprehensive framework,
capable of addressing consumer learning along the whole innovation continuum, might be
limited especially compared to analogical leaming_'-theory. But what exactly are the main
differences between these two learning paradigms?

As mentioned earlier, both theories start y\:fith the same basic idea that existing
knowledge structures are capable of _facilifating the achievement of specific learning
objectives (Cohen and Basu 1987; Gregan-Paxton and Roedder John 1997). Moreover, both
of them share the same basic process of knowledge transfer with consﬁmers going through an
access, mapping, and transfer stage. However, in:contrast t;) the categorization theory,
analogical learning theory also allows for knowledgé transfer between seemingly disparate
knowledg.c structures that share only relations in ¢ommon which means that knowledge
transfer need not to be limited to a narrow set of circumstances such as fit in categorization
theory {Gregan-Paxton and Roedder John 1997).

The reason for this fundamental difference can be attributed to a different mapping
process in analogical learning theory ,thch significantly impacts the different possibilities of
learning that the two theories offer. While categorization theory has suggested that consumers
use a literal similarity comparison in the mapping phase, analogical learning theory has

-

proposed that consumers engage in a relational comparison process (Gregan-Paxton and
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Morean 2003). This means that while categorization theory relies on a process, in which
target and base are mapped in terms of both atiributes and relations, analogical learning
theory emphasizes the possibility that conéumers may engage in a mapping process in which
base and target are primarily mapped in terms of relations and hence gt&ibute dissimilarities
are neglected (Gregan-Paxton and Moreau 2003).

Given that disparate entities that differ on surface features can show some similarities
on a relational level, the present reasoning has far reaching consequences. It indicates that
prior research on consumer knowledge transfer, driven by categorization theory, may have
relied on a rather limited focus-on knoiv]edge transfer that only occurrs in the contexts of
literal similarity comparisons, even though knowledée .transfer might be capable in far more
contexts (Gregan-Paxton and Moreau 2003). This means that it is reasonable to propose that
aﬁalogical learning Lhebry is capable of addressing consumer learning in a broader context
than categorization theory and hence to deal with learning situations along the whole
innovation continuum. This is because it has been shqwn that consumers might be capable of
successfully mapping base and target solely based on relations and not on relations and
attributes as proposed by categorization theory.

In sum, this indicates on the one hand that research on knowledge transfer faces with
"analogical learning theory a new learning paradigﬁl that might be capable of explaining
.knowlcdge transfer between seemingly disparate knowledge structures that share only
relations in common (Gregan-Paxton and Moreau 2.003; Gregan-Paxton and Roedder John
1997). And on the other hand that today’s research, guided by dominant categorization theory,
has so far suggested a too narrow view on the knowledge transfer issue. A view that has
greatly underestimateﬁ the extent to which priorrknowledge' can be harnessed to facilitate
current learning across a wide variety of corisumel; contexts. In doing so, it has widely

overlooked situations where a category, other than the one serving as the primary means of
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organizing a novel stimulus, serves as a valuable source of information about it (Gregan

Paxton and Roedder John 1997). Table 1 summarizes the essential differences.

Table 1: Categorization vs. Analogical Learning Theory

Categorization Analogical Learning
Theory Theory
Automatic access of a .réle.van:t ' Access of a relevant base domain
base domain based on the face has to be activated by a cue.
Access Stage similarity between base and target.
Base and target are mapped in Base and target are primarily
s terms of both attribute and - | mapped in terms of relations.
Mapping Stage relations. ‘ \
Information transfer limited to Also allows for knowledge
congruent knowledge structures. | transfer between disparate
Transfer Stage knowledge structures.

IL.3 Radical Innovations

The concept of radical innovations, often also referrf:d to as really new products (RNPs) or.
discontinuous and/or disruptive innovations, is of fairly recent origin (Aggrawal, Cha, and
Wilemon 1998). Having so far been the exception rather than the rule in the field, radical
innovations have been neglected in research compared to incremental innovations. However,
given the ever-accelerating technological pace of today’s environment and the fact that
prominent examples of these innovations can increafsingly be found throughout consumers’
daily lives - spamiing such diverse fields as high téchnology (e.g., Apple’s iPod, Bang &
Olufson Insulin Pen, IBM’s PC, Sony’s Walkman, JVC’s VHS), the automotive industry
(e.g., BMW’s C1, Toyota Prius Hybrid), services (e.g:, TiVo, deinsurances), and the Internet

(e.g., Ebay’s auction platform, Yahoo's search engine) - it is not surprising that awareness for
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radical innovations has recently spread (Lynn, Morone, and Paulson 1996). This amplified
awareness has finally resulted in an increase of research on measuring preferences for these
products (Hocfﬂef 2003} as well as studies on consumer learning in their context (Moreau,
Markman, and Lehmann 2001).

One of the main reasons for the augmented interest is that today’s firms have realized
that staying conipetitive not only requires them to maintain a stream of profitable new
products, but also the right mixture of new products with incremental innovations, reflecting
merely new variants of existing products on the one side, and radical innovations, reflecting
products revolutionizing or creating new categories on the other. Only in following this
strategy, will conipanies be able to contend on dissimilar dimensions than their opponents and
hence escape today's face-to-face competition that is based largely on cost and/or quality.
Thus, it can be assumed that a neglect of radical innovations as a vital growth opportunity is
likely to result in major shortcomings. And this indicates that a better understanding of these
forms of innovations is urgently needed (Danneel$ 2002; Urban, Weinberg, and Hauser
1996). So, what are radical innovations, and what makes them so special?

Several defining characteristics of radical iJ;novations have been identified across
research streams., reflecting the special character of radical innovations and indicating
possible challenges of companies planning to introduce these products. First and foremost,
several researchers have proposed that radical inn‘ovations revolutionize existing or define
new product cﬁtegorics. This means that these products are no retreads and no incremental
improvements of existing products but radically new and by definition different from what the
cohsumers may have so far seen before (Aggrawal, Cha, and Wilemon 1998; Hoeffler 2003;
Moreau, Markman, and Lehmann 2001; Urban, Weinberg, and Hauser 1996; Veryzer 1998).'
Second, some researchers have defined radical innovations as either being manufactured by
using new technologies or being offered through new technologies to the consumer

(Aggrawal, Cha, and Wilemon 1998; Song and Montoya-Weiss 1998). Third, it has been
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proposed that radical innovations shift market structures, because their realization requires
new strategic alliances in the market place as well as the development of a complementary
infrastructure to support.the adoption and use of RNPs (Schmidt and Calantone 1998). Fourth,
it has been suggested that radical innovaltions are so new that they frequently require a
considerable amount of a_ctive learning and cognitive investment on the part of consumers
(Veryier 1998). And finally fifth, since radical innovations are like nothing consumers have
seen and hence frequently serve functions that have not been served before, they are assumed
to require significant modifications in consumer behavior (Aggrawal, Cha, and Wilemon
1998; Hoeffler 2003; Moreau, Markman, and Lehmann 2001). For the herein tackled issues of -

. consumer learning, it is particularly the characteristic identified by the first track that is of
utmost interest because it directly relates to today’s dominant lean;ing paradigm:
categorization theory. It is for this reason that it has been selected as the main defining
characteristic in the present study.

.Clearly, all of these characteristics pbint to some challenges for companies when it
comes to launching radical innovations. The requir;ad modiﬁcatioﬁs in consumer behavior
indicate the necessity to convince consumers that the:sg: radical iﬁn_cgvations and their benefits
are worth the effort, outweighing the discomfort .';lsso__ciated with p({st-purchase modifications
in behavior (Aggrawal, Cha, and Wilemon 1998). Tﬁe fact that radical innovations are often
manufactured based on new technologies poses th¢ problem of incompatibility as well as a
high perceived risk on the consumer side that often leads consumers to hesitate in buying the
product (Shimp and Bearden 1982). Moreover, given radical innovation’s degree of

~ innovativeness, potential consumers have, by definition, limited knowledge on them and
hence are often initially reluctant to adopt them, especially if information pertaining to the

* radical innovation is also sparse or difficult to comprehend (Hoeffler 2003; Mahajan, Muller,

and Bass 1990).
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However, as mentioned earlier, the strongest impact is expected to be caused by the
fact that radical innovations tend to defy straightforward. classification in terms of already
existing product categories. It 1s this characteristic‘ which indicates that today’s dominant
consumer learning paradigm, categorization theory, migﬁt not be capable to explain consumer
learning in the present context (Gregan-Paxton, Hibbard, Brunel, and Azar 2002).

The;sc days conventional wisdom suggests that consumers i)rimax;ily learn on the basis
of categorization effects about new products. This means that consumers are assumed to
categorize new products into existing categories in their minds and afterwards transfer
knowledge from the category to the product (Cohen and Basu 1989). However, if radical
innovations are now really different to everything cor;sumers may have seen before and hence
tend to defy straighiforward classification in any existing product categories, then it is likely
that today’s dominant learning paradigms rni‘ght not be capable of adequately predicting how
consumers f.orm preferences about these kind of innovations (Aggrawal, Cha, and Wilemon
1998; Fiske 1982; Gregan-Paxton and Roedder John 1997; Hoeffler 2003; Moreau, Markman,
and Lehmann 2001; Sujan 1985).

Take JVC’s video recorders for example. When they entered the market, nobody had
seen anything comparable. They clearly created a new product category. So categorization
theory woﬁld have suggested th.at a market success is unlikely, beé:ause this innovation was
different to anything a consumer might have seen before gnd hence ;by definition incongruent
(Aaker and Keller 1990). Still, they became an astonishing success. So, how did consumers
learn about them? Apparently, categorization effects did not apply as an explanation, because
if the category was totally new, how could it be simi]ar 1o any existing product category and
hence allow for knowledge spill:pver? And if consumer evaluations of radical innovations
really follow the same pattern of consumer learning as incremental innovations suggested by
previous research, how can they possibly overcome their inherent disadvantage, since

categorization theory postulate§ that there is no learning between disruptive knowledge
! R .

- 51



structures (Cohen and Basu 1989). Clearly, there appears to be more to consumer learning of
radical innovations than previous research suggests. Thus, it is a foremost research priority to
completely understand how consumérs may evaluate these products given that they tend to
defy straightforward classification or revolutionize ‘existing product categories (Hoeffler
2003).

Given this apparent importance to adapt today’s consumer leamihg to the
characteristics of radical innovatioﬁs, it is not surprising that radical innovations have recently
attracted a lot of interest in the marketing research community. Among the first realizing the
importance of this emerging topic were Urban, Weinberg, and Hauser (1996), who have
examined companies’ challenges of forecasting consumer reactions towards radical
innovations. Examining the case of an electric vehicle, they have pointed to the importance’
for companies to face the challenge of forecasting consumer reactions for a radical innovation
and highlighted how a company has to combine managerial judgment and latest marketing
measurement tools to assess the o:pportunity a radical innovation may offer. E’;ased on their
results, they have developed a new market measurement system that combines existing
methods with a multimedia virtual buying environment.

Several others studies have followed Urban, Weinberg, gnd Hauser’s (1996) more
company-focused approach, touching topics ranging from the sheer challenges of innovating
(Song and Montoya-Weiss 1998) to strategic management issues in the product development
process (McDermott and O’Connor 2002). Yet, up to the end of the last decade what has been
fairly neglected is the perspective of the consuher, which resulted in a lack of answers to
questions regarding consumer perceptions, evaluations, and information processing
(Aggrawal, Cha, and Wilemon 1998).

Hoeffler (2003) has been among the first to cast some light into this rather deserted
field of research by examining the impact of radical innovations on preference formation of

consumers. Being concerned with the question of how existing preference measurement tools
B P ;;3;-;;'1
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# .
could be improved to enhance their predictive accuracy for radical innovations, Hoeffler

(2003) has suggested the use of inferential techniques to improve the accuracy of existing
research tools for radical innovations. Starting point of his reasoning was the assumption that
consumers face a higher degree of uncertainty when csti_matin'g“ fhc usefulness of radical
innovations compared to incremental innovations. He assumed that .this higher uncertainty
induces instability to consumers’ preferences when evaluating design features of radical
innovations. Following the results of his study, consumers can cope with this uncertainty by
using inferential techniques such as analogies and mg:ntal simulation, which are not captured
by today’s research techniques. Consequently, it hzl%s been suggested that these inferential
techniques should be incorporated in existing preference measurement techniques.

* Support for Hoeffler's (2003) reasoning about the elevated impor.tance of analogies in
the context of radical innovations has come from an earlier study examining consumers’
knowledge development for radical innovations (Gregan-Paxton, Hibbard; Brunel, and Azar
2002). Dealing _with the question of what role prior knowledge may play in consumer
evaluations of these products and applying the latest findings in analogical learning theory,
the authors demonstrated that consumers’ learning processes were impacted by the presence
of zmalogiés.‘ It has been revealed that subjects who,engaged in analogical processing were
more focused in their processing than subjects who 'proccssed Lh; same information in the
absence of analogies (Grcgan-Pﬁxton, Hibba:d, Brunci, and Azar 2002).

Besides these two approaches that rely dn analogical learning theory, another study
tried to explain consumers’ responses to these products from a categorization theory
perspective (Moreau, Markman, and Lehmann 2001). In their study, Morean, Markman, and
Lehmann (2001) have examined how consumers may learn about and develop preferences for
products that do not fit into existing categories. They have énalyzed how and when consumers

+ use knowledge from multiple categories to develop preferences for radical innovations. By

doing so, they relied on raqjgg_] innovations that did not fully defy straightforward
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categorization, but shared properties with members of multiple existing product categories.
The findings revealed that consumer evaluations of this special form of radical innovations
were significantly influenced by the first plausible category label provided to them (Moreau,
Markman, and Lehmann 2001}.

Clearly, the emerging body of research on radical innovations indicates that the special
characteristics of radical innovations require adjustments and changes in existing research
techniques and management strategies. Especially the fact that radical innovations tend to
defy straightforward classification iﬁ terms of accessible, clqsely related knowledge
structures, points to the fact that existing research in eonsumer learning is not likely to be of
much help to researchers in this area (Gregan-Paxton and Roedder John 1997). Rather the fact
that today’s dominant consumer learning paradigm denies knowledge transfer between
seemingly disparate knowledge structures, indicates that continued research efforts are
necessary to adopt a broader theoretical perspective on the knowledge transfer issue. One that
is capable of explaining all the ways in which prior knowledge contributes to current learning

for incremental as well radical innovations.
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Chapter III: Hypotheses Development

L

In summary, with research interests ranging’ from consufner evaluations of brand
extensions (Aaker and Keller 1990; Bottomley and Holden 2001‘; bacin and Smith 1994) to
context effects of brand alliances (Levin and Levin 2000; Simonin and Ruth 1998) as well as
the assessment of potentially harmful effects of Ieﬁeraging strategies on parent brands
(Giirham-Cancli anq Maheswaran 1998; Loken and Roedder John 1993; Rao, Qu, and
Rueckert 1999) brand driven growth strategies havcla. experienced a resurgence in interest in
recent years. |

Yet, surprisingly, as the literature review has revealed, whiic academic research has
particularly developed an extensive body of research dealing with consumer evaluations of
brand-driven growth strategies ‘rcﬂ'ecting incremental changes, herein referred to as
Incremental New Products or INPs (Aaker. and Keller 1990; Levin and Levin 2000; Reddy,
Holak, and Bhut 1991; Simonin and Ruth 1998), little attention has been devoted to the
question of how consumers may react to brand-driven growth strategies into radical
innovations, herein referred to as Radical New Products or RNPs (Klink and Smith 2001,
Smith and Andrews 1995). However, given the ever—acceleratiﬁg pace of technological
change and the increased awareness of the importance of innovative products for a company’s
success (Lynn, Morone, and Paulson 1996; O'Connor et. al. iOOO),, these radical innovations
have emerged with a growing percenﬁge among the total amount of new product
introductions. So that a neglect may result in considerable shortcomings in theory and practice
(Aggrawal, Ché, and Wilemon 1998; Gregan-Paxton, Hibbard, Brunel, and Azar 2002).

As seen earlier, prior research examining consumer perceptions of brand leveraging
strategies indicates that the notion of perceived “fit” is a critical component in brand
 extension as well as brand alliance strategies, determining the transfer of beliefs and hence
significantly impaclingr the consumer’s evaluation (Aaker and Keller 1990; Bottomley and
Hotden 2001; Boush and Loken ;991, Chakravarti, ch_lgmg, and Nakamoto 1990; Levin and
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Levin 2000; Park, Milberg, and Lawson 1991; Simqhin and Ruth 1998). Consequently, the
main recommendations of research for brand managc;ment practiée have so far been to focus
on innovations in perceptually close new product areas. Radical innovations, in contrast, have
been fairly neglected, because they tend to defy straightforward classification in existing
product categories and hence are assumed not to support the essential affect transfer from the
leveraged brand (Aaker and Keller 1990, Bottomléy and Holden 2001; Simonin and Ruth

1998).

Apparent}y, radical innovations ;lo not fit today’s brand management wisdom of how a '
successful brand leveraging strategy has to look like and Hencc there is no clear understanding
of how a proper brand strategy for launching radical innovations under existing brand names
" should look. Following today’s reasoqing in theory :and practice, a brand extension into a
radiéal innovation is very likely.to become a ‘marl-éct failure, because by revolutionizing
existing product categories or creating new product clategories, RNPs make a fit assessment
based on the classic fit dimensions difficult if not impossible (Hoeffler 2003; Moreau,
Markmann, and Lﬁhmanq 2001; Urban, Weinberg, and Hauser 1996). Yet, the very fact that
there are several examples of very suC(.:essfully introduced “non-fitting” RNPs such as
Apple’s iPod, Bang & Olufson’s Insulin Pen, Virgin Space Travels, or Danone’s Actimel
dairjr drinks reveals that today’s brand extension research might not always be a reliable
predictor of brand extension success into radical innovations. As a resuli, they might
unnecessarily lead to a disregard of these inno;/ajtions as potential sources of brand-driven
growth.

Consequently, the first aim. of the present dissertation is to analyze today’s brand
management theory regarding its usefuiness in the context of radical innovations. The main
question herein lies in whether and how companies can successfully leverage their brands into

RNPs, given that the classic fit between these innovations and their parent brands is, by
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definition, low. To answer this question a better understanding of brand leveraging strategies
into RNPs is necessary.

This hypotheses development section is structured in three parts. First, a <;,loser look at
brand extension strategies into RNPs is taken, reflecting the most popular brand leveraging
strategy. Second, introducing RNPs with a brand alliance is assessed as a possible alternative.
And third, the potential impact of a company’s product portfolio on consumer evaluations of

brand extensions into RNPs is discussed.

I11.1 Brand Extensions and Radical Innovations

.As seen ea'rlie.r, the key to understand consumer evaluations of brand extensions lies in the
underlying coﬂsumer learning processes. To recall, up to now, researchers have primarily
relied on categorization theory as the dominant learning paradigm to explain how consumers
learn about br;axl.d extensions. In doing so, researchers have assumed that Eonsumers group
brands and their products into categories, in which the brand name serves as ;1 category label
and its existing products as defining characteristics of this category (Boush and Loken 1994).
Whenever 'a cbmpany now introduces a new product in tjorm of a brand extension, consumers’
¢valuation are assumed to be driven by the question whether the extension can be classified as
a member of a parent brand’s category (Cohen and Basu 1999; Keller 1997). If consumers are
able to classify the extension as a member of this category, then a category-based evaluation
process is triégered in which attributes and relations associated with the category are
transferred to the brand extension (Gregan-Paxton and Roedder John 1997).

Given this hypothesized importance of categorization effects in brand extension
cvaluatioﬁ, it is not surprising that brand extension research has put a high emphasis on
analyzing consumers’ classification processes in these evaluation tasks (Aaker and Keller
1990; Gregan-Paxton and Roedder John 1997). The main result of these examinations is that

today it is widely assumed that congruent extensions are successful while incongruent ones
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are not (Lane 2000). The underlying information processing perspective has been that
consumers evaluate the appropriateness of a brand extension based on a literal similarity
comparison process in which both attributes and rclat.ions are assessed regarding their
similarity (Cohen and Basu 1989; Gregan-Paxton and Moreau" 2003; Gregan-Paxton and
Roedder John 1997). If the extension product and thf: parent brand are finally evaluated as
similar on these dimensions, categorization effects and hencé an affect t-ransfer will take place
(Barsalou 1983; Boush and Loken 1994; Dacin and Srﬁith 1994; Mervis and Rosch 1981):

As mentioned earlier, the crux with RNPs is that they are unlikely to fit on these
classic fit dimensions because they tend to defy straightforward classification in existing
product categories. Consequently, given that comm(in'brand management wisdom postulates
tﬁat consumer evaluations of brand extensions primarily depend on the outcome of this

comparison process, today’s brand theory hypothesizes that, considering all things being

equal,

Hypothesis 1a: Brand extensions into RNPs will be evalvated less favorably than

brand extensions into INPs.

The reason for these significantly less favorable consumer evaluations of brand
extensions into RNPs is seen in the comparably lower fit, that undermines consumers’
learhing process and hence the positive affect spill-over from the parent brand. As mentioned
earlier, RNPs revolutionize or create new éétegories and hence tend to defy straightforward
classification (Urban, Weinberg, and Hauser 1996). In doing so, their defining characteristics
are.assumed to suppress any kind of categorization effects, because as the literature review on
categorization theory has shown, categon‘zatioﬁ effects are primarily determined by the extent
to which category similarity exists between the two entities: Consequently, if a RNP is, by
definition, not close to any existing category, then it is obvious that consumer’s fit evaluations

of these extensions should be comparably low. As a result, and in line with conventional
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brand management wisdom and categorization theory (Bottomley and Holden 2001; Cobhen

and Basu 1989), it is proposed that

Hypothesis 1b: Brand extensions into RNPs will have significantly lower scores in

consumers’ fit evaluation than brand extensions into INPs.

As seen earlier, the dominant comparison mechanism in brand extension evalu_ations is
assumed to be the literal similarity corﬁpariéon, in which both attributes and relations are
llAnappe'd against each other and finally determine how much and what information will be
transferred from the parent band to the extension (Gentner 1989; Gégan-Paxton and Roedder
John 1997). In this comparison process, i.t has been proﬁosed that co.nsumers first analyze the
base (i.e., the parent brand) and the target (i.e., extension product) regarding their similarity
on attributes and relations, and then determine (based on this assessment) what kind of
information will be transferred from the base to the target to evaluate brand extensions. This
means for instance, that if BMW introduces a.new car, then consumers will first evaluate if
this car has a lot of matching attﬁbutes and relations wi.th the rest of BMW’s pfoduct
portfolio, and then (based on this assessment) implicitly decide how much and which
knowledge they will transfer from the parent brand BMW to the new product.

In the case of RNPs, however, it has been shown that consumers particularly have
problems understanding what attributes tl-1ese innovations may include, which apparently
makes a comparison and mapping based on attributes more difficult compared to INPs. With
relations though, these problems may not exist, because previous research has revealed that
consumers are often well aware of how RNPs will relate to them in their daily lives (Gregan-
Paxton and Roedder John 1997; Hoeffler 2003; Urban, Weinberg, and Hauser 1996).
Consequently, while it is likely that consumers will be able to match parent brand and
extension product based on relations and hence transfer relational kno;vlédge between these

two entities, it is unlikely that they are capable of matching the two entities based on
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i
attributes. It can be therefore assumed that the results of the mapping between the two entities
4
on their attributes should be rather poor and hence it can be further deduced that attributional
‘knowledge transfer will be rather sparse between them. As a result, this dissertation proposes

that

Hypothesis 1c: Brand extensions into RNPs will result in significantly less attribute

transfer than brand extensions into INPs.

In the light of theserpropositions, which reflect conventional wisdom of brand
'managcment theory and practice, one may feel intrigued to agree with brand extension
research’s main recommendations not to extend brands into incongruent categories and hence
RNPs. However, as mentioned earlier, these recommendations stand in sharp contrast to
several success stories in the field such as Sony’s Walkman, Bang & Olufson’s Insulin Pen,
Apple’s iPod, and Danone’s Actimel and thus may have the potential to undermine a very
lucrative source of brand-driven g_r-owth, namely brand extensions into RNPs. Thus, the
question appears what might be possible reasons for the fact that brand extensions into RNPs
afc often highly successful while dominant theory predicts that thejr should ﬁot.

Clearly, prior research has coﬁcentrated its efforts on knowledge tfa}lsfer between
parent brands and extensions that share both attributes and relations. In doing so, it has been
influenced by categorization theory as its dominant leéu’ning paradigm (Gregan-Paxton and
M01:eau 2003), implicitly assuming that categorization theory is the only learning theory
capable of explaining consumer learning in a brand leveraging context. It has thus neglected
to consider alternative consu,mer- leafning paradigms that have revealed that knowledge
transfer needs not to be ‘limjted to a narrow set of ctrcumstances as suggested by
categorization theory.

However, especiallyithe previously reviewed and recent strongly en_lefging analogical

learning theory appears to offer a rich alternative and corresponding explanation, because one
g i
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of its key propositions is particularly that knowledge transfer may also occur between
seemingly disparate knowledge structures that share only relations in common. Given that
research on RNPs has exactly postulated that consumers often are well aware of how these
radical innovations will relate to them in their daily. lives, it is only intuitive to consider a
combinatio'n of these two. research areas és fruitful (Gregan-Paxton, Hibbard, Brunel, and
Azar 2002; Gregan-Paxton and Roedder John 1997; Novick 1988). | |

Foliowing analogical learning tﬁeory, the similarity comparisoﬁ in the mapping phase
of the léaming process need not necessarily be built on a literal similarity match as proposed
by categorization theory, but may also rely on a less restrictive relational match between base
and target (Clement and Gentner 1991; Gregan-Paxton and Roedder John 1997). For growth-
oriented brand managers this is good news, because it indicates that brands might be
leveraged further than currently assumed. If a knowlecige transfer is indeed possible between
seemingly disparate knowledge structures, consumers might be also well capable of
transferring knowledge from a parcﬁt brand to a disruptive extension product.

For potential brand extensions into RNPs these differences in matching mechanism
between analogical learning and categorization theory appear to contain some interesting
impiications for the present reasoning. They basically suggest that consumers, in trying to -
learn about radical innovations, might be capable of focusing their efforts on structural
relations and hence positively evaluate these incongruent extensions despite their lack of
attribute similarity (Roehm and Sternthal 2001). One of the central propositions of this
dissertation therefore is that analogical learning theory might be capable of explaining
consumer learning between RNPs and their parent brands, and hence to solve the apparent
contradiction between conventional brand management wisdom and successful RNP
examples in the field (Gregan-Paxton and Roedder John 1997; Roehm and Sternthal 2001;

Urban, Weinberg, and Hauser 1996).



However, as mentioned earlier, the dilemma with analogical learning processes is that
ihey need to be activated. Consumers intuitively rely on cafcgorization effects and rarely use
analogical learning processes to learn about new products if they are not stimulated to do so
(Gick and Holyak 1980; Gregan-Paxton and Moreau 2003; Gregan-Paxton and Roedder John
1997). The reason is straightforward. In cases when target and base are similar, the use of
categorization processes is an obvious solution. Yet, in cases when target and base are not
visibly similar, consumers have been observed to fail to -noticc potentially valuable
relationships between a new target object (e.g., extension product) and a base domain (e.g.,
parent brand). Since observing these relationships is crucial for analogical learning,
consumers often fail to learn about new products, even though analogical leaming would offer
them the plotential to do so (Gentner, Ratterman, and Forbus 1993; Gick and Holyoak 1980).
One of the central question of this dissertation is thus lwhether and how consumers can be
“seduced” to engage in analogical learning processing in their evaluations of br.and leveraging
strategies.

Evidently, there are two points of interest when it comes to answer the question of
how to induce analogical learning processes in brand extension evaluations of RNPs: the
extension product and the parent brand (Gick and Holyoak 1980). Regarding the former,
previous research on analogical learning theory has suggested that highlighting attributes. of
the target object, which are shared with the base domain, may trigger analogical learning
processes (Gregan-Paxton and Roedder John 1997). However, since attn'b.utes of RNPs are,
by definition, different from the attributes of their parent brands and rﬁoreover most of the
time unfamiliar to the ‘consumers, triggering analogical learning processes by highlighting
attributes of the extension product does not appear to be a promising approach in the brand
extension context.

Regarding the latter, prior research on incongruent brand extensions has revealed some

interesting findings. Several studies have shown that brand associations might be capable of
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making incongruent brand extensions work, despite their low fit on classic literal similarity fit
dimensions (Brozniarzyk and Alba 1994; Meyvis and Janiszewski 2004). In detail, it has been
proposed that if a brand has an image and positioning that support the incongruent extension,
it can be successfully extended even into disparate catégories. 'fhe question therefore appears
what kind of brand images, understood as consumers’ perceptions about a brand reflected by
associations held in their memory (Aaker 1995; Keller 1993), can generally be distinguished
and which of them might be capable of inducing analogical learning processes?

In general, brands are most commonly categorized regarding the type of associations
they include: on the one side there are the benefit brands, which include mainly benefit-driven
_associations. They reflect a bran(j positioning in which primarily relational aspects of the
brand such as benefit promises are highlighted. On the other side there are the functional
brands including functional-driven associations. They reflect a brand positioning that merely
emphasizes attributes of the brand and its product portfolic (Aaker 1995; Keller 1993; Meyvis
and Janiszewski 2004).

Following a study of Pf;\rk, Milberg, and Lawson (1989), brands belonging to the
former type ‘are often organized according to the characteristics of their underlying product,
while brands belonging to the latter category are often organized in terms of how they relate
to consumers’ everyday lives. The brand image of functional brands is hence mainly formed
by the product image, while the brand image of bg:ncfit brands also often reflects the users’
image as well as the context of brand usage (Olson and Jacoby 1972; Zeithaml 1988).
Moreover, it has been shown that consumers most often associate benefit brands with
psychosocial goals and personal value. Fum':tioﬁal brands in contrast, are mainly associated
with functional goals (Claeys, Swinnen, and Abeele 1995; Ratchford 1987).

Table 2 summarizes these differences.
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Table 2: Functional Brands vs. Benefit Brands

Functional
Brand

Benefit
Brand

Consumers’ Associations
(Aaker 1995; Keller 1993,
Meyvis and Janiszewski 2004)

Associations with functional
aspects such as product
attributes, ‘

Associations with relational
aspects such as consumers’
everyday life.

| Level of Abstraction
(Park, Milberg, and Lawson
1989)

Related to lower levels {(e.g.,
product characteristics).

Related to more abstract levels
(e.g., consumer’s everyday
lives).

Brand Image
(Olson and Jacoby 1972;

Mainly. reflects the image of the
underlying product.

Includes product image as well
as how the brand relates to the

Zeithaml 1988) consumer.

Goﬂs Related to psycho-social goals.
(Claeys, Swinnen, and Abeele
1995; Ratchford 1987)

Related to functional goals.

Since the present dissertation proposes that the effectiveness of brand associations will
primarily depend on their ability to induce an analogical learning process, the question now is
which ‘type of brand image might favor aqalogical learning pro;:cssing? As seen earlier,
following analogical learning theory, to trigger analogical learning processes it is necessary to
make the relational structures salient. Thus, it can be assumed that the main driver of a
brand’s effectiveness in inducing analogical learning processes should be the association’s
ability to make valuable relational structures salient. Consequently, it is likely that especially
benefit brands with their benefit-driven positioﬁing are capable of overriding a low fit on the
classic dimensions because cbnsumer associations with these sort of brands exactly reflect
what the brand represent to the consumer. Functional brands, in contrast, with their more

7 product-driven associations may stop short of making the critical relational fit salient because
consumers primarily associate functional attributes with themn. Thus, given the fact that it 1s

assumed that analogical learning processes increase the probability that the consumer will be
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enabled to transfer knowledge from the parent brand to the extension' (Gregan-Paxton,

Hibbard, Brunel, and Azar 2002), this dissertation proposes that

Hypothesis 2a: If the parent brand is a benefit brand, brand extensions into RNPs will
be evaluated significantly more favorable than if the parent brand.is a

functional brand.

To prove the present dissertation’s proposition that the reason for these proposed
outcomes lies in the brand association’s ability to encourage consumers into analogical
learning processing, it is promising to take again a closer look at the t;ansfefred information
(Gregan-Paxton and Moreau 2003). A key difference between the outcome of analogical
knowledge transfer and knowledge transfer based on categorization effects is. the transferred
information (Gregan-Paxton and Morean 2003). It has been r_evealed that consumers using a
categorization process in their evaluations &ansfer a c.omparably high;ar amount of attribute
information, while consumers using an analogical knowledge transfer process transfer
comparably more relational information (Gregan-Paxton and Moreau 2003). Consequently, it
is proposed that consumers, evaluating bfand extensions into RNPs from a benefit brand,
- transfer significantly less attribute information from the parent brand to the extension than
consumers who evaluate brand éxtensions into RNPs based on a functional brand (Gregan-

Paxton and Moreau 2003). Therefore, this dissertation hypothesizes

Hypothesis 2b: If the pareht brand is a benefit brand, brand extensions into RNPs will
result in significantly less attribute transfer than brand extensions than

if the parent brand is a functional brand.

This dissertation moreover proposes that the positive effects of having a benefit brand
should be more elaborate for brand extensions into RNPs than INPs.-Since knowledge transfer

between parent brands and exteisions into INPs can' successfully be performed with
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categorization effects, having a benefit brand- that can induce an analogical knowledge
transfer process should not necessarily be as beneficial compared to extensions into RNPs.
This is because in the latter case, the extension product tends to defy learning by

*

categorization effects and should hence more heavily profit from a benefit brand that can

induce an alternative knowledge transfer process. Consequently, this dissertation proposes

that

.Hypothesis 2c: The effect of using a benefit brand over a functional brand as the
parent brand on consumer evaluations is. significantly more positive

for brand extensions into RNPs than for brand extensions into INPs.

IT1.2 Brand Alliances and Radical Innovations
Hypot_hcscs 2a through ¢ have dealt with the potentiaily positive imi)act of the use of benefit
vs. functional parent brands on consumer evaluations of brand extepsioné into RNPs. By this
means, this dissertation has highlighted one possible reason of why some brand extensions
into RNPs are successful in the field, while dominant theory has pred_icted they should not be.
Yet, the problem is that not every company which’is willing to extend its brand into a RNP
might have a benefit brand (i.e., possess the relevant relational brand associations) and
establishing these brand association requires huge investments in brand building programs
and a considerable amount of time (Aaker and Joachimsthaler 2000). Therefore, the present
dissertation also highlights an alternative to having a benefit brand that may have the potential
to make brand extensions into RNPs a success, even if they are low on the classic fit
dimensions and lack the relevant brand assoc;iations.

Starting point c.>f considerations is the previously discussed literature on brand
alliances and signaling theory. It has been revealed that the pres?:nce of a second brand name
on a product may result in a signal that can help a previously unknown partner brand to signal

unobservable product quality (Rao and Rueckert 1994; Rao, Qu, and Rueckert 1999;
i L
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Washburn, Till, and Priluck 2000). For the present reasoning these findings indicate that, if a
second brand is capable?of assisting the partner brand in signaling unobservable product
quality, it might be also capable of adding relational as;ociations to the collaboration and
hence help to induce consumers into analogjcal. processing. {t is therefore proposed that
engaging in a brand alliance may help a parent brand to signal relational brand associations
and hence to trigger analogical learning processing.

Considered in more detail, consumers confronled with a particular brand have likely
dcveloped a sérics of assoc;iations around that brand. However, these associations are often
not relationé] but rather functional, hence preventiné the brand from successfully extending
its ponfollio into radical innovations. Yet, if this brand is now paired with another brand
which possesses relational associations, it is likely that consumers extend their knowledge of
the latter to the first and hence add relational associations to their initial perception.

Empirical support for such a transfer of associations arrives from classical
conditioning research, context theory, and information integration research (Washburn, Till,
and Priluck 2004). Studies m the first area have successfully developed associations for an
unfamiliar brand when it was paired with favorable visual stimuli using classical conditioning
procedures (Grossman and Till 1998; Stuart, Shimp, and Engle 1987). Research on context
effects has supported this reasoning by revealing that judgments of a product or service are
inﬂusnc;cd ‘by the perceptual or ev_aluative characteristics of material in close proximity,
which points to the fact that in a brand alliance in which one brand is presented in the context
of the other, consumers’ associations with the alliance are likely to be affected by prior
associations towards each brand (Lynch, Chakravarti, and Mitra 1991; Simonin and Ruth
1998). Finally, information integration theory has revealed that attitudes or beliefs are formed
and modified as people receive, interpret, evaluate, and then integrate stimulus information
with existing beliefs or attitudes (Anderson 1981). In the case of brand alliances this means

that when consumers create associations with the alliance, they are likely to be the result of an
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inferential process by which consumers must formulate their associations on the basis of what
they already know about the brand and the associations of the partner brand (Bridges, Keller,
and Sood 1999).

Consequently, it is proposed that adding a second brand name, which has relational
associations, to a brand lacking these associations may help in inducing analogfcal learning
processes in the consumer mind and hence prompt more favorable evaluations about RNPs. It

is thus proposed that

Hypothesis 3a: If a brand alliance consists of a functional brand and a benefit brand,
brand extensions into RNPs ;will be evaluated significantly more

favorable than if the brand alliapc_e consists of two functional brands.

Clearly, underlying this reasoning are again consumers’ procéssing preferences. While
it is assumed that a brand alliance with at least one benefit brandl will help to trigger
analogical learning processes in consumers’ minds, it is assumed that a comparable brand
alliance consisting of two functional brands will result in learning based on categorization
effects. To again underline this reasonjng, a closer look at the transferred information is
helpful. Assuming that analogical learning and categorization effects result in the transfer of

different information (Gregan-Paxton and Moreau 2003), this dissertation proposes that

Hypothesis 3b: If a brand alliance consists of a functional brand and a benefit brand,
brand extensions into RNPs will result in significantly less attribute

transfer than if the brand alliance consists of two functional brands.

Since the main reason for the positive impact of the use of brand alliances in the
present context lies in their ability to induce analogical learning processes, their effectiveness

should be more elaborate for brand extensions into RNPs than for brand extensions into INPs,

i
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which can be also successfully evaluated based on categorization effects. Therefore, the

present research proposes that

Hypothesis 3c: The impact of adding a benefit partner brand to a functional parent
brand is significantly more - positive for brand extensions into RNPs

than INPs.

Similarly, the effectiveness of adding a benef’nt partner brand to the parent brand
should be more elaborate for brand extensions from functional brands than for brand

extensions from benefit brands. This research therefore proposes that

Hypothesis 3d: The impact of adding a benefit partner brand to a parent brand on
consumer evaluations is significantly more positive for functional

parent brands than compared to benefit parent brands.

II1.3 Brand Portfolio Breadth
Having analyzed the relationship between the two dominant brand leveraging strategies and
'RNPs as well as having introduced a new learning paradigm to the field of branding, this
~ dissertation has highlighted how brand management’s theory and practice might be capable of
dealing with the specifics of RNPs and hence successfully introduce RNPs into the market
place. As discussed earlier, the key to success for both brand leveraging approaches is
assumed to lie in a company’s ability to highlight matching relational structures in the parent
brand and the extension and thus to encourage consumers to engage in analogical learning
processing.

The final part of this hypotheses development section is devoted to an area that has
recently been among the most discussed research topics in brand management, brand

portfolios. The next paragraphs are hence devoted to the question of how the parent brand’s
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product portfolio characteristics may moderate consumer’s use of analogical learning
processes in brand extensions.

The starting point of research on brand portfolios is the idea that today the majority of
brands are no longer stand alone entities but most often affiliated with a portfolio of diverse
products. For example, Virgin is éssociated with music stores, an airiine, mobile phones, and
even bridal needs. Consequently, one of the central question of this research is now whether
and how a broad product portfolio may impact a parent brand’s extensibility (Dacin and
Smith 1994; DelVecchio 2000; Keller and Aaker 1992).

of special interest for the present reasoning are recent findings in studies dealing with
the question of how a broad product portfolio may impact consumers’ perception of the brand
and hence their processing preferences when it comes to the evaluation of a new extension
product. It has ,bee;l revealed that, in contrast to tﬁe prédictions of conventional brand
management wisdom, mul_tiplé extensions might not always be harmful, but rather capable of
making a brand assbciation more: abétract ‘and thus more extendable (Dacin and Smith 1994).
It has been'theréfore suggeste& thgt the dominant notion of fit and hence categorization theory
might be less suitable for multi{)roduct contexts than for silngle product brands, because the
‘importance of fit is likely to diminish once a brand has been successfully extended into
multiple product cafego;ies, particularly if these produ_ct categories are not highly related to
each other (Dacin and Smith 1994; DelVecchio 2000).

Underlying reasoning in this research stream has been that brand associations may

.
become abstracted when a brand can be associated with multiple produc_:t categories, because
it then obviously no longer staﬁds for a single product category. Consequently, it has been
suggested that ca.tegorization theory is no more capable of egplaining learning effects in this
context, because if the brand loses its distinctiveneés it clearly becomes difficult to use
categorization theory to explain learning effects since there is no real basis for categorizing

future extensions (Cohen and Baég 1987; Fiske and Pave!_él_a_gk 1986).
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Analogical learning theory may offer a rich alternative in this context, because, as seen
earlier, it can explain consumer learning between Iseeming_ly disparate structures by relying on
structural relations between base and target (Gentner 1983). Interestingly, barent brands with
a broad portfolio have been associated with distinct meaning for their brand that reflects an
abstract dimension and not product driven associations (Dacin and Smith 1994). Take again
Virgin as an example. The brand is not associated with its shops, or its service in airplanes,
nor do consumers think about mobile phones when they have to evaluate Virgin. Most
commonly, people think (;f Vifgin as a brand that brings them fun, offers the best value for
money, is young, and an underdog. And with this positioning based on relational aspects
Virgin is known to move into areas in which the customer has traditionally received a poor
deal and the company thinks it can offer something better, .fresher and more valuable to the
consumer.

Therefore, since consumers are assumed to evaluate extensions of brand with a broad
product portfolio primarily based'qn structural relations and disregard a lack of surface
similarities, it is hypothesized that the number of brands affiliated with a brand moderate
consumer evaluations of brand extensions into RNPs. Consequently, this ‘dissertation proposes

that
Hypothesis 4: ‘Consumer evaluations of brand extensions into RNPs will be

moderated by the parent brand’s product portfolio.

Table 3 summarizes all hypotheses of this dissertation.
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Table 3: Summary of Research Hypotheses

Hypotheses

H l1a

Brand extensions into RNPs will be evaluated less favorably than
brand extensions into INPs.

H1b

Brand extensions into RNPs will have significantly lower scores in
consumers’ fit evaluation than brand extensions into INPs.

Hlce

Brand extensions into RNPs will result in significantly less attribute
transfer than brand extensions into INPs.

H 2a

If the parent brand is a benefit brand, brand extensions into RNPs will
be evaluated significantly more favorable than if the parent brand is a
functional brand.

H 2b

If the parent brand is a benefit brand, brand extensions into RNPs will
result in significantly less attribute transfer than brand extensions than
if the parent brand is a functional brand.

H2c¢

The effect of using a benefit brand over a functional brand as the
parent brand on consumer evaluations is significantly more positive
for brand extensions into RNPs than for brand extensions into INPs.

H 3a

If a brand alliance consists of a functional brand and a benefit brand,
brand extensions into RNPs will be evaluated significantly more
favorable than if the brand alliance consists of two functional brands.

H3b

If a brand alliance consists of a functional brand and a benefit brand,
brand extensions into RNPs will result in significantly less attribute
transfer than if the brand alliance consists of two functional brands.

H 3c

The impact of adding a benefit partner brand to a functional parent

 brand is significantly more positive for brand extensions into RNPs

than INPs.

H3d

The impact of adding a benefit partner brand to a parent brand on
consumer evaluations is significantly more positive for functional
parent brands compared to benefit parent brands.

H4

Consumer evaluations of brand extensions into RNPs will be
moderated by the parent brand’s product portfolio.
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Chapter IV: Study 1

The primary objective of Study 1 was to empirically analyze brand theory’s
proposition that brand extensions into radical innovations are evaluated less favorably than
brand extensions into incremental innovations (Hypothesis 1a), am:i that these differences in
evaluation are accompanied by consumers’ perception of a lack of fit between the parent
‘brand and the extension product (Hypothesis 1b). Moreover, the type and amount of
transferred information was traced te reach a better undcrstanding of the underlying learning
processes (Hypotheses 1c}). |
In addition, Study 1 also took a closer look at the question whether certain brand associations
may enable companies to extend their brands bcyondlconvcntional_ wisdom and hence allow
them to consider radical innovations as valuable growth opportunities. To do so, the present
study analyzed the impact of divergent parcnt’brand associations on the outcomes of
consumers’ evaluations of radical innovations (I{jrpothesis 2a) as well as on their learning

preferences (Hypothesis 2b-c).

IV.1 Method
Subjects were asked (o evalvate a series of six potential brand extensions in three different
consumption areas (high involvement products, commodity goods, and high technology

products) that varied systématically in their degree of innovativeness (RNPs vs. INPs).

IV.1.1 Subjects

109 graduate students (35 females and 74 males), enrolled in a large German university, took
part in this study on a voluntary basis and were randomly assigned to one of the experimental
conditions. In doing so, the present dissertation acknowledged that the use of student subjects
may cause limitations regarding the external v_ﬁlidity of the study by only capturing the
behavior of parts of the whole population. However, extensive reviews of previous research

on potential differences between samples of student subjects and random samples have not
LA . VR
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revealed pattern of results that would indicate major shortcomings through the use of student
subjects in the present research context (Bernstein, Hakel, and Harlan 1975; McGovern,
Jones, and Morris 1979; Olian, Schwab, and Haberfeld 1988; for more details see ‘VIIL.4

- Limitations and Future Research’).

IV.1.2 Design

'fhe design of Study 1 was a 2 (RNP vs. INP) x 2 (Benefit Brand vs. Functional Brand)
mixed factorial design. The manipulation of experimental conditions was based on extensive
pretesting.

In more detail, for the manipulation of the extension 7 product’s degree of
innovativeness three different INP vs. RNP pairs had to be identified that on the one hand,
significantly differed in their degree of innovativeness, and on the other, showed similar
rratings in consumers’ attitudinal predispésition (Pretest 1). Pretesting finally led to the
" identification of the three following product pairs: (a) a state-of-thé-art mobile phone vs. a
highly inventive PDA/mobile phone watch, representing commodity goods, (b) an innovative
sports car vs. a futuristic mobility concept, representing high involvement products, and (c) a
state-of-the-art mini laptop vs. a fevolutionary wrist computer, representing high technology
_ products. The selection of these product areas was based on recent findings in prior research
on RNPs which have revealed encouraging results with these categories, as well as latest
empirical figures which have shown a high percentage of radical innovations within these
categories (Aggrawal, Cha, and Wilemon 1998; Gregan-Paxton and Moreau 2003; Hoeffler
2003; Urban, Weinberg, and Hauser 1996).

Regarding the selection of the parent brands, it was decided to rely on existing brands
instead of creating fictitious ones, because previous research has revealed that fictitious brand
names might not carry the well-formed associations and feelings that are considered a

requisite for brand extensions (Brozniarzyk and Alba 1994; Martin and Stewart 2001; Park,
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Milberg, and Lawson 1994). Based on ihe results of Pretest 2, six real world brand names
were selected with Apple, Nokia and Mercedes representing the benefit brands, and IBM,
Siemens Mobile and BMW representing the functional brands. Pretesting ensured that these
brands were comparable concerning consurners’ attitudinal predisposition but significantly
differed regarding their positioning.

The selected stimuli were then arranged folloWing a Latin sqhare design. This means
that it was assured that each subject onlylevaluated .'whether the RNP or the INP of one
catcgor);, never both of them. This practice minimized the danger of carry-over effects
between the productsl (Hoeffler 2003). Ultimately, each subject rated three products, reflecting
one member from each of the three pairs in the three product catcgorie’s.'

Altogether this procedure resulted in four different versiéns of the questionnaire, since
there were two different types of brands used (benefit brands vs. functional brands) as well as
two different degrees of product innovativeness (RNPs vé. INPs). To reduce the risk of
incorrectly aﬁsﬁered questionnaires and to mirllimize‘potential order of presentation effects,
the order of the brands and the anchoring of the used scales were randomly changed within

the questiqnnajzres (Greénwald 1976; Judd, Smith, and Kidder 1991).

1V.1.3 Stimulus Selection
In general, the stimulus selection had to fulfill two Imain goals. First, it was aimed at
identifying product. pairs, which were comparable in terms of consumers’ overall evaluation
b;.l[ significantly variled in their level of innovativeness. Second, it was necessary to select real
world brand names with different positioning strategies (Benefit Brand vs. Functional Brand)
that were highly comparable regarding participants’ evaluations of familiarity and favorability
(Aronson, Ellsworth, Carlsmith, and Gonzales 1990).

In total, three stages of pretesting were c;onducted. Pretest. 1 focusedr on identifying

appropriate products for the manipulation of the RNP vs. INP condition. Pretest 2 was aimed
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at finding suitable brands for the benefit brand vs. functional brand manipulation. Pretest 3
examined potential problems with the variables, procedures, hypotheses and the like before
applying it to a greater audience. All conducted pretests had moreover the purpose to test the
measures for the independent and dependent variables of the ma:in study.

Having returned the pretests’ questionnaires, the participants were debrig:fed and

informed about the real aim of the pretests. Moreover, it was ensured that the subjects that had

taken part in the pretests did not participate in the main study.

IV.1.3.1 Pretest 1

Pretest | started with the identification of a large set of products under development that were
comparable regarding consumers’ perceptions of quality and favorability, but significantly
differed concerning their degree of innovativeness. Several magazines (BusinessWeek, The
Economist, Popular Science, PC Magazine, Futurist, Auto, Motor und Sport, and Car &
Driver) as Wcll as several websites (Consumer Reports, Stiftung Warentest, Whynot.net) were
- scanned for products under develoﬁmcnt to ensure an akin level of chronological newness
(Hoeffler 2003).

As a result, 33 products were identified that appeared to be appropriate for further
consideration ranging from 3D TVs to battery-powered diagnosis pills and combined
highlighter/memory stick writing tools. Five student subjects, who were unfamiliar with the
real aim of the study, then evaluated these products regarding their degree of innovativeness,
quality and favorability as well as classified them concerning their general similarity. Finally,
if possible,‘ these products were matched up in pairs of INPs and RNPs. Products that could
‘not be paired or did not meet the quality and favorability requirements were excluded from
further testing.

This procedure resulted in a list of six INP vs. RNP product pairs (a state-of-the-art

mobile phone vs. a highly inventive PDA/mobile phone watch, an innovative sports car vs. a
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futuristic mobility concept, a.state-of-the-art mini laptop vs. a wrist computer, an advanced
plasma TV vs. a progressive 3D TV projector, an up-to-date LCD flat screen display vs. a roll
up display, and an innovative new toothbrush vs. a radically new toothbrush replacement).

In the next step, standardized ads fo; these pfbducts were developed. The aim of this
effort was to preveﬁt any kind of potential bias caused by ads or product descriptions in the
main study. Each ad included a brief paragraph listing two signiﬁcaht attributes of the product
and the corresponding benefit provided by each attribute as well as a picture, which was
selected following guidelines from advertising research (sece Appendix I / Anand and
Sternthal 1990; Hoeffler 2003). The number of times the product itself was mentioned was
kept constant across ads.

The ads were then pre.sented to students (N = 20), who were asked to rate the
advertised products regarding their degree of innovativeness and to indicate their attitudinal
predisposition towards them on several dimensions. Specifically, participants were first asked
to rate fhe products.’ degree of innovativeness on a scale from 1-100. The employed scale
resembled the Hoeffler Newness Scale and was anc.hored at the upper end by the newest
option in each category as revealed by the pretests (e.g., “100 = automatic car” / Hoeffler
2004). Afterwards, subjects were asked to indicate their overall evaluation of the products
{from 1 = “unfavorable” to‘7 = "favorable™), their likelihood to try these products (from 1 =
“not at all hikely” to 7 = “very likely”), and their perceﬁtign of quality for the products (from 1
= “low” to 7 = “high” / Hoefﬂef 2003). Morcover; because of findings in previous research,
which have revealed a moderating impact of uncertainty on consumer evaluations of radical
innovations (Hoeffler 2003), p;':lrticipanls were also asked fo indicate their perceived
uncertainty in evaluating the products (from 1 = *“very uncertain” to 7 = “abso.lutely certain”).

Next, subjects were asked to assess the presel}fed advertisements including the product
| descriptions and a picture of the product regarding their favorability towards the ad (from | =

"unfavorable” to 7 = "favorable”), their overall evaluation of the product description (from 1
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= “dislike” to 7 = “like™), the difficulty to comprehend the ad (from 1 = "very difficult” to 7 =
“very easy”), the realism of the ad (from 1 = "very unrealistic” to 7 = very realistic™), and the
.difﬁculty to evaluate the product based on the ad (from 1 = "very difficult” to 7 = "very easy”
/ Hoeffler 2003; Moreau, Markman, and Lehmann 2001).
Based on the results of this pretest, three pairs of INP and RNP products were
- identified that showed strong differences in their degree of innovativeness and a high
comparability on the other dimensions. Representing the high involvement product pa.ir, an
~ innovative sports car (Ispons ca= 45.00) was paired with a futuristic mobility concept (Ivobitiry
Concept= 87.00 / t = 6.332; p < .001), in the commbdityg product pair a state-of-the-art mobile
phone (IMobite Phone= 43.00) was pitted against a PDA/mobile phone watch (ipm waeh= 72.00/t
= 3.168; p = .011), and in the high-technology prodgct pair an ultra small laptop (Iripip=
39.60) was paired with a wriét computer (Twrs cgmpum; 73.00 / t = 3.465; p = .007). Overall,
the difference in the average innovativeness ratings between RNPs (Irnp= 73.17) and INPs
(Ivps= 48.20) of the three product pairs was significant (t = 3.046; p = .014).
The pretesting of consumers’ attitudinal predisposition towards the ads and the
. product descriptions showed no significant differences_in the ratings between RNPs and INPs
for the high involvement pair (t = -1.316; p = .204), the high-technology products (t = -1.115;
p =.279), as well as the commodity product pair (t = .940; p = .359). Similarly, participants’
differences in their evaluations of the difficulty to comprehend the ad (high involvement
category: t = 788, p = .440; high-technology category: t = .533; p = .600; commodity
category: t = .233; p = 818), realis:m of the ad (high involvement category: t = -.139; p =
.891; high-technology category: t = 1.044; p = .310; commodity category: t = 1.837; p =
.082), and difficulty to evaluate the product based on the ad were not significant (high

-.637; p = .532; high-technology category: t = -.645; p = .527;

involvement category: t
commodity category: t = -1.824; p = .084). By this means, the tests emphasized the

appropriateness of the developed %ggpgli. Table 4 summarizes the results of Pretest 1.

78

i



Table 4: Summary Pretest |
Measures INP RNP Significance
High Involvement Innovativeness 45.00 87.00 t=6.332, p < .001.
Product Pair | Attitudes 530 . 5.60 t=-1.316,p = .204
Difficulty to comprehend 5.30 513 1=.788,p =440 .
Sports Gar vs. Perceived Realism 5.30 5.33 =-.139, p = .891
Mobility Concept Difficulty to evaluate 5.30 5.50 t=-637,p=.532
Corhmodity Innovativeness 43.00 72.00 t=23.168, p=.011
Product Pair Attitudes 5.30 5.03 t=.940, p=.359
Difficulty to comprehend 5.30 5.23 t=.233,p=.818
Mobile Phone vs. Perceived Realism 5.60 5.13 t=1.837.p=.082
PDA Watch Difficulty to evaluate 5.60 6.10 {=-1.824, p = 084
High Technology Innovativeness. 39.60 73.00 t=3.465p=.007
Product Pair Attitudes 513 5.50 =-1.115p=.279
Difficulty to comprehend 5.60 5.50 t=.533, p=.600
UPC vs. Wrist Perceived Realism 5.60 5.33 t=1.044,p=.310
Computer Difficulty to evaluate 5.13 533 = -.645, p = .527

IV.1.3.2 Pretest 2

Based on the results of Pretest 1, the aim of Pretést 2 was to identify appropriate brands for
the selected products. Thus, it was neicessary to discover pairs of brands that (a) were
perceived equally familiar and favorable, and (b) had significantly djfferenp associations. This
means, for instance, for the ultra small laptop and the wrist computer two brands were needed
that were evaluated comparably favorable but significantly differed in their positioning. Take
IBM and Apple as an example. Both brands are equally liked and familiar among consumers.
However, IBM is .primarily associated with functiona] attributes such as state-of-the-art
engineering and sheer performance aspects. Apple, in contrast, is often perceived as a lifestyle
brand that is associated wi;h relational beneﬁ.ts rather than its functional value.

Moreover, it had to be ensured that the selected brands had comparable product

portfolios, because previous research has shown that the characteristics of a brand’s product
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portfolio can have a strong impact on its extensibility (Keller and Aaker 1992; Meyvis and
Janiszewski 2004),

To fulfill these requirements, t.wo steps were 'necessary. First, a list of potentially
" suitable brand names for the previously selected product pairs had to be identified and tested
regarding their adequateness for further testiné. Second, the selected bfands had to be
anallyzed and ordered regarding their positioning strategies as well as possible pairs identified.

In more detail, in the first step in-depth interviews with 3 academics as well as two
focus groups (including 8 business school gradl.lates)iwerc.conducted. In these interviews,
participants.. were confronted with the previously identified product pairs and asked to
generate lists of 5 equally favorable and familiar brands that come to their m.ind when they
think about these products. The resulting lists showed an agreement of 72% regarding the
selected brands between the groups. Brands were then chosen for further pretesting if at least
50% of the j-udges agreed on them as being appropriate. As a result, 12 brands were retained
for further pretesting (high involvement category: Audi, BMW, Lexus, Mercedes; commodity
category: Nokia, Samsung, Siemens Mobile, Sony Ericsson; high-technology category:
Apple, Dell, Hewlett Packard, IBM).

In the second step, these brands were scrutinized regarding their .suitability for further
testing and subsequently ordered concerning their different pos{tjom'ng strategies. 20 -
undergraduate stpdenté were therefore asked to indicate their perception of famil_iarity (from 1
= “not' at all familiar” to 7 = *very familiar”), favorability (fro.m.l = “unfavorable” to 7 =
“favorable™), quality (from 1 = “low” to 7 = “high™), and prestige (from 1 = “not at all” to 7 =
“very much’) with these brands (Aaker a_nd Keller 1990; Bottomley and Holden 2001; Park,
Milberg, and Lawson 1991). |

To scrutinize participants‘associations with the presented brands, a free association
task was used wherein subjects were given 30 seconds to provide associations that came to

their minds upon presentation of a particular brand name (Brozniarzyk and Alba 1994).
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Afterwards two cdder, who were unaware of the real purpose of the study, were asked to
classify these thought statements aboﬁt the brands ngimcs' into more functional- and more
benefit-driven associations. A compf.irison t;etWeen these- coders revealed an agreement of
75% regarding the classifications of the associations. Finally, three brand management
_experts,, who were unfamiliar to the real purpose of the study, -were asked to evaluate the
comparability of the product portfolios of the selected brands. The results were highly
comparable across éxperts and revealed no significant product portfolio differences between
the chosen brands (Dacin and Smith 1994; Meyvis and‘Janiszcwski 2004).

As a result of Pretest 2, three pairs of brands were identiﬁec'l( to be especially suitable
for further testing. For the high involvement product ijair, represented by the innovative sports
car and the futuristic mobility concept, Mercedes and BMW were selected to represent the
benefit and the functional brand. For the commodity product pair, consisting of Fhe state-of-
the-art - mobile phone and the PDA/mobile phone watch, Nokia and S.iemens_ Mobile were
selected to represent the benefit and the functional brand. And finally for the high-technology
product pair, consisting of the ulﬁa émall laptop and the wrist computer, Apple was chosen to
represent the benefit brand and IBM to embedy the funcFional brand.

To control for subjects’ attitudinal predisposition towards the presented brands, a
three-itern measure was cmploy-cd, including measures assessing consumers’ perception of
familiarity, favorability, and quality. As shown in Table 5, the results revealed no significant
differences and hence a high degree of comparabilﬁy between the selecte;d brand pairs (high
involvement category: t = 516, p = .612; high-technology category: t = 1.068, p = .299;
commodity category: t = 1.744, p = .097). |

Moreover, participants’ perception of the brand’s status was analyzed and also
revealed no significant differences between Mercedes and BMW (t = .331, p = .744), Nokia

and Siemens Mobile (t = 1.361, p = .189), as well as Apple and IBM (1 = 2.015, p = .058).
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Table 5: Summary Pretest 2
. Benefit  Functional N
Measures Brand Brand Significance
High Involvement Attitudes 5.50 533 | 1=.516,p=.612
) Brand Palr
Mercedes VS, BMW StaiUS 533 . 523 1= .331, p =.744
" Commodity ' Attitudes 5.33 503 | t=1744,p=.097
Brand Pair . . — —
High Technology _ Attitudes 533 | 503 t=1068, p=.299
Brand Pair - -
Apple vs. IBM Status 560" 5.10 1=2.015,p=.058

IV.1.3.3 Pretest 3

Based on the results of Pretest 1 and 2, the stimulus material for the present study was
selected. Now, the aim of Pretest 3 was to test the chosen stimulus material before applying it
to a larger audience and hence to identify possible shortcomings of the pretests. Moreover, to
prevent demand artifacts, participants were asked to indicate their opinion of the real purpose
of the study (Darley and Lim 1993; Shimp, Hyatt, and Snyder 1991).

16 subjeéts (4 academics and 12 students) were recruited to test the appropriateness of
the .sclected stimuli. The interviews were carried out face-to-face, based on the designated
-questionnaire of the main study. The informal feedback of these interviews showed that
questions and scales were easily understood. Only the numeric anchoring of the scales was
sometimes (N = 3) confused with the German grade system (from.1 = “excellent” to 6 =
“fail”). Thus, it was changed from *1” to “7” to “-3” to “+3”. The examination of
participants’ responses to the question about the true purpose of the study revealed that no
subject gucsscd‘the hypotheses.

The following product categories and brands met the criteria for hypotheses testing in
Study 1. for the RNP / Benefit Brand condition, the futuristic mobility concept was coupled
with Mercedes, the PDA / cell phone wa‘tch with Nokia, and the wrist computer with Apple.

In the RNP / Functional Brand condition the same products were combined with BMW,
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Siemens Mobile, and IBM. In t_hc INP / Benefit Brgnd condition, the innovative sports car
was combined with Mercedes, the state-of-the-art cell'phone with Nokia, and the ultra small
laptop with Apple. In the INP / Functional Brand condition, the same products were
accompanied by BMW, Siemens Mobile, and IBM.

In the end, the used questionnaires consisted of 47 seven-point bipolar scales, two
opcn"questions, and three innovativeness scales. The selection of the metrics was based on the
highest correlation in the prefests and resembled app:,roaches in prior research (Aaker and

Keller 1990; Aronson, Ellsworth, Carlsmith, and Gonzales 199_0; Hoeffler 2003).

1V.1.4 Procedure

Subjects were asked to complete questionnaires, which:jncluded a brief cover story explaining
. them that they are participating in an international branding study (see Appendix II). Overall
the questionnaire consisted of three parts (see Appendix IIT). The aim of the first part was to
examine the previously discussed comparability of the. selected brands. Therefore,
respondents. had to indicate their ratings of familiarity, prior at-titudes, quality judgments,
innovativeness, kand status as well as thcir associations with the presented six brands.

In the second part, subjects were confronted with an announcement that three of the
presented brands want to introduc‘e a new product into the market place. Subjects were asked
to evaluate these extensions regarding their innovaﬁvéﬁcss and appeal on the following pages.
The potential extension products were then presented in form of the standardized ads, each of
them on an own page and accompanied by one innovativeness scale and 14 question. The
~ innovativeness scale resembled the scale used in the pretests (Hoeffler 2003). The questions
included five questions rega-rding the product, five questions regarding the ad, and four
questions regarding the appropriateness of the product as a potential extension product for the

presented brand as well as subjects’. overall attitudes towards the extension.
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In the third part, participants were asked to explain the presented products to a friend
and hence to reveal the information they have learned about them (Gregan-Paxton and
Moreau 2003). A brief section dealing with demographics concluded the questionnaires. The

entire procedure to fill in the questionnaire took about 20 minutes.

V.15 Measurés

All employed measures in this study, summarized in Table 7, were selected based on the
promising rcsuitls» in previous research as well as on the approving outcomes in the pretests.
However, it has to be emphasized that they are not intended to be exhaustive of all measures
that have been employed in prior research on brand extensions and radical innovations, but

rather to represent the mostly agreed on question types that have appeared in the literature.

| Table 6: Reliability Checks of the Employed Multi-Ttem Measures

Measure/ltems ' Reliability (Cronbach’s Alpha)

Attitudes towards the Extensien (7-point bipolar scales) a= .8629
Overall Evaluation
Likelihood to try
Perceived Quality

Perceived Fit (7-point bipolar scales) . a= .B238
Similarity
Complementarity
Logic
Skills

Attitudes towards the Brands (7-point bipolar scales) a= .7965
Overall Evaluation '
Quality Perception
Status

As Table 6 reveals, most of the employed measures were multi-item constructs that
have already proven their adequateness in previous research (Aaker and Keller 1990;
Aronson, Ellsworth, Carlsmith, and Gonzales 1990; Bottomley and Holden 2001;

Brozniarzyk and Alba 1994; Hoeffler 2003; Park, Milberg, and Lawson 1991). Cronbach’s
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alpha tests were employed to test the reliability of the measures (Cronbach 1951; Peter 1979).

The outcomes of these tests revealed a high reliability of the employed metrics.

IV.1.5.1 Stimuli - Measures

The measurement of the independent variables in this study focused on three main areas.
First, the selected brands, second, the chosen products, and third, the crafted ads for the
products. To assess these variables, the following measures were includéd.

To test the adequateness of the selected brands, a four item scale was used assessing
subjects’ attitudes. towards the pfesentcd brands. To do so, measures employed in previous
research on consumer atLituders toward;s brands were employed (Aakér. and Keller 1990;
Brozniarzyk and Alba 1994; Keller and Aaker 1992; Park, Milberg, and Lawson 1991).
Specifically, participants were asked to answer four 7-point bipolar scales asking them to
indicate (a) their overall evaluation of the presented brands (from 1 = “unfavorable” to 7 =
“favorable™), (b) their quality perception of these brands (from 1 =.“low” to 7 = “high”), (c)
their familiarity with Ehesc brands (from 1 = “unfamiliar” to 7 = “familiar”), as well as (d)
their perception of the brands’ status (from 1 = “low” to 7 = “high™).

Subsequently, subjects were asked to perform an open thought listing by writing down
their associations with the presented brands (“When you think about the following brands,
which associations come ﬁrs'; to your mind?” / Brozni:;tfzyk and Alba 1994). The result of this
question were coded by two students, who were blind to the real purpose of the study.
Moreover, based on findings in previous research that have revealed that consumers’
perception of innovativeness of a brand may impact its extendibility (Srrﬁth and Andrews
1995), it was decided to add a 7-point bipolar scale asking pa_lrticipants to indicate their
perception of the brand’s innovativeness (from 1 = “not innovative at all” to 7 = “highly

innovative™),
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Second, to test the adequateness of the selected products, participants were asked to
indicate their perception of the degree of innc;vativenéss of these products on the previously
discussed Hoeffler scale, the difﬁculty to evaluate the presented product tfrom 1 = “difficult”
to 7 = “easy”), as well as the perceived uncertainty while evaluating the produc; (from 1 =
“uncertain” to 7 = “sure” f Moreau, Markman, and Lehmann 2001, i—Ioefﬂer 2003). -

Third, fo_ examine the used alds, participants were asked to ‘evaluate the product
description per se (from 1 = “unfavorable” to 7 = “favorable”™), the difficulty to understand the
produlct description (from 1 = “confusing” to 7 = “understandable’), the perceived complexity
of the ad (from 1 = “complex” to 7 = *simple”), the difficulty to Corhprehend the ad (from 1 =
“difficult” to 7 = “easy”), and the degree of realism of the ad (from | = “unrealistic” to7 =

“realistic” f Hoeffler 2003).

IV.1.5.2 Dependent Vanables - Measures

To test the hypothesized effects, this study used measures that (a) assessed consumers’
perceptions of the presented brand extension, (b) scrutinized participants’ perception of fit
between the presented extension products and their parent brands, and (c) traced the
transferred information.

To start with the first, in accordance with previous resgarch on brand extension
evaluations (Aaker and Keller 1990; Bottomley and Holden 200i; Brozniarzyk ahd Alba
1994), participants’ attitudes towards the brand extensions were measured on a three item
scale consisting of 7-point bipolar scales that asked participants to indicate their overall
attitudes towards the extension (from 1 = “unfavorable” to 7 = “favorable”), their likelihood
to try the presented product (from 1 = “not at all likely” to 7 = “very likely”), and their

perception of the product’s quality (from 1 = “low” to 7 = “high™).
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Table 7: Employed Measures Study 1

Brands:
Aaker and Keller 1990; Brozniarzyk and Alba 1994; Keller and Aaker 1992; Park,
Mllberg, and Lawson 1991
«  Qverall Evaluation- (from 1 = "unfavorable” to 7 = "favorable")
v Quality Perception (from 1 = "low" to 7 = "high")
v Familiarity (from 1 = "unfamiliar” to 7 = "familiar™)
v Status (from 1 = "low” to 7= "high") .
s Innovativeness (from 1 = "not innovative at all” to 7 = "highly innovative")
v Associations {open question)

Products:
Moreau Markman, and Lehmann 2001; Hoeffler 2003

a  Innovativeness (Hoeffler Newness Scale)
o Perceived Difficulty (from 1 = "easy" to 7 = "difficult")
o Perceived Uncertainty (from 1 = "uncertain" to 7 = "sure")

Ads & Descriptions:
Hoeffler 2003

@ QOverall Evaluation (from 1 = "unfavorable” to 7 = "favorable™)

»  Understandability (from 1 = "confusing" to 7 = "understandable")
»  Complexity (from 1 = "complex” to 7 = "easy")

s Comprehensibility (from 1 = "difficult” to 7 = "easy")

*  Realism (from 1 = "unrealistic” to 7 = "realistic")

Attitudes towards Brand Extension:
Aaker and Keller 1990; Bottomley and Holden 2001; Bronzniarzyk and Alba 1994
“ & QOverall Evaluation (from 1 = "unfavorable" to 7 = "favorable")

= Likelihood to Try (from 1 = "not at all likely" to 7 = "very likely")
- = Perceived Quality (from 1 = low” to 7 = "high")

Fit:
Aaker and Keller 1990; Bottomley and Holden 2001; Boush and Loken 1991
» Complementarity (from 1 =not complementary at all" to 7 = "very
complementary")
*=  Similarity (from I = "dissimilar” to 7 = "similar")
» Logic (from 1 = "illogical” to 7 = "logical")
s  Skills (from 1 = "unhelpful” to 7 = "helpful ")

Transferred Information:
Moreau, Markman, and Lehmann 2001

» Open question

87

Is




Consumers’ perception of fit between the extension product and its parent brand was
assessed based on a four item scale. First, participants were ‘asked to.cvaluate the degree of
complementarity between the brand andl the extension (from 1 = “not complementary at all”
to 7 = “very complementary”). Second, they had to indicate their perception of similarity
between the presented extensions to the parent brand’s existing product portfolio (from 1 =
“dissimilar” to 7 = “similar”). Third, they were asked to express their opinion if the extension
is 16gical for the parent brand (from 1 = “illogical” to 7 = *logical”). And fourth, they had to
estimate if the extensions allows the parent brand to use .its previous knowledge for the
success of the extension (from 1 = “unhelpful” to 7 = “helpful” / Aaker and Keller 1990,
Bottomley and Holden 2001; Boush and Loken 1991).

Last, the transferred information was analyzed with an open ﬁuestion asking
participants to describe the presented products in their own words as if they were speaking to
a confused friend (“A friend of yours has just come to you and said ‘Hey, I just heard about
this new product, but I don’t underst#nd what it is. Can you explain it to me?"” / Gregan-
Paxton and Moreau 2003). The answers to this question were then coded by two graduate
students, who were unfamiliar to the real purpose of the study, using a coding scheme that

" was based on previous research (Gregan-Paxton and Moreau 2003).

1V.2 Results
t-Tests and analyses of variance (ANOVAs) were used to assess the adequateness of the

selected stimuli as well as to test for the hypothesized effects.

. IV.2.1 Manipulations Checks

The manipulation checks of the selected products showed results across the three brand names
that were highly consistent with those found in the pretest. Table 8 summarizes the results.
Regarding the innovativeness’ judgments, the results revealed that participants evaluated the

futuristic mobility concept (Imobitity Concep= 83.83) significantly more innovative (F = 68.942, p
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< .001) than the innovative sports car (Ispons car= 47.98__), the PDA/mobile phone watch (Ippa
wach= 08.82) significantly more innovative (F .= 33.387, p < .001) than the state-of-the-art
mobile phone (IMobite Phone= 39.52) and the wrist computer (Iwris Compuer= 70.67) significantly
more innovative (F = 40.564, p < .001) than the ultra small laﬁtop (Traprop= 49.24).

Regarding their perceived difficulty to evaluate the presented products, no significant
differences were found within the high involvement product pair (F = .649; p = .423), the
commodity product pair (F = 2.688; p = .104), as well as the high technology product pair (F
= 1.506; p = .222). Similarly, differences in their evaluations of the perceived uncertainty
during evaluation were not significant over the three different product pairs (high involvement
product pair: F = .184, p = .669; commodity product pair: F = .345, p = .558; high technology
product pair: F = 3.541, p = .063).

. Regarding the selected product descriptions, subjects were asked to rate their overall
evaluation of the product description as well as to indicate potential problems in
uncicrstanding them. The results revealed that the differences in subjects’ ratings of the
selected product descriptions were not significant (high involvement category: F = 249, p =
.619; commodity category: F = .235, p = .629; high technology category: F = 2.283, p=.134).
Moreover, there were no significant differences in their perceptions of the understandability
of the descriptions (high involvement category: F = .194, p = .661, commodity category: F =
.146, p = .703; high technology category: F = 2.800, p = .097).

Regarding the chosen ads, participants were asked to indicate their perception of the
ad’s complexity, possible difﬁcultics to comprehend the ad, as well as to evaluate the degree
of realism of the ad. The results confirmed the adequateness of the selected ads for hypothesis
testing. Subjects’ perception of the ad’s complexity (high involvement category: F = .004, p =
950; commodity category: F = 2.594, p = .110; high technology category: F = 1.700, p =
-193), as well as their judgments of the difficulty to comprehend the ad (high involvement

category: F = .194, p = .661; commodity category: F = 2,116, p = .149; high technology
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category: F = .190, p = .664) revealed no significant differences within the different product
pairs. Moreover, it was revealed that their evaluations of the degree of realism of the
presented ads were also compafab]e within the differen} product categories (high involvement
category: F = 1.199, p = .276; commeodity category: F = 1.402, p = .239; high technology
category: F = 458, p = .500) ‘ | )

Regarding the selected brands, participants’ ratings revealed no si_gniﬁcant differences
regarding their overall evaluation (high involvement catlegory: t=1.399, p = .165; commodity
category: t =-.048, p = .962; high technology category: t = -1.599, p = .113), their quality
perception (high involvement category: t = -.537, p = 593; commodity category: t = -.967, p
=.336; high technology category: t = .679, p = .499), as well as their perception of the brands’
status (high involvement category: t = -1.392, p = 167, commodity category: t = -.564, p =
.574; high technology category: t = -210, p = .834). An analysis of participants’ brand
familiarity also rcveal::d no significant differences (high involvement category: t = -.298, p =
.766; commodity category: t = -.192, p = .848; high technology catcgbry: t=-1.048, p =
.162). The analysis of subjects’ evaluations of the brands’ innovativeness revealed no
significant djffc;cnces in the high involvement (t = 1.400, p = 1.46), the commodity (t = -
1.159, p = .249), and the high technology category (t =-1.616, p = .109).

Last, the selected brands had to be analyzed regarding the question if the manipulation
of the different brand associations had been successful. To do so, the previously discussed
open thought listings of the participants were assessed. Two gfaduatc student, who were blind
to the real purpose of the study, were asked to code independently from each other the results
of this thought listing task regarding the amount of beﬁcﬁt aqd/or functional associations that
were reflected in participants’ thoughts. As a result of this analysis, it was revealed that
participants had comparably more benefit-driven assoc.iations with Mercedes compared to

BMW (t = 2.032, p = .045), Nokia compared to Siemens Mobile (t = 4.734, p < .001), and

Apple compared to IBM (1 = -2.3@4, p =.021).
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Table 8: Summary Manipulation Checks

INP/ RNP/
Measures Functional Benefit  Signiticance
Innovativeness 47.98 83.83 F = 68.942, p <.001
Attitudes 4.89 4.69 F = 565, p = .455
Product e -
Difficuity to Evaluate 3:10 3.38 . F=.649, p=.423
Perceived Uncertainty 3.57 391 F=.012, p="911
Qverali Evaluation 3i92 4.09 F==.249,p = 619
High Involvement Understandability 5.05 5.20 F=.194, p =.661-
~ Product Pair Dest‘r’;ﬁ‘ons Complexity 3.85 3.87 F =004, p = 950
Sports Car vs. Comprehensibility _5.05 5.20 F=.184, p = .661
Mobility Concept Realism 3.77 3.34 F=1.199,p=.276
Evaluation 5.86 5.66 t=1.399, p=.165
CQuality 6.06 6.3 | 1=-537,p=.593
Brand Status 6i32 B.45 1=-1.392, p=.167
Famitiarity 5.19 5.25 1=-298,p=.766 -
Innovativeness 5.43 5.23 1=1.400,p=.146
5 1 - - .
Innovativeness 39.52 68.82 F=33.387, p< .00
Product _ Attitudes 4.45 4,62 F =.205, p = .589
Difficulty to Evaluate 4.37 4.95 F=2668p=.104
Perceived Uncertainty 5.29 571 F = .345,p=.558
Overall Evaluation 3.62 3.78 F =.235, p =.629
:or:mogi\lf Ads & Understandability 5.60 5.71 F=.146,p=.703
roduct Pair Descriptions Complexity 5.05 5.56 F=2594,p=.110
Mobile Phone vs. Comprehensibility 4.50 4.98 _F =2.116,p=.149
PDA Watch Realism 4.92 5.30 F=1.402p=.239
Evaluation 4.83 484 | t=-.048,p=.962
Quality 5.12 4.95 t=-0967, p=.336
Brand Status 5.08 4.5 t=-.564, p=.574
Familiarity 5.08 513 | t=-192,p=.848
Innovativeness 467 484 | t=-1.159, p=.249
Inngvativeness 49.24 70.67 F = 40.564, p < .001
Aftitudes 5.18 541 F=.228,p=.636
Product —
Difficulty to Evaluate 547 5.18 F = 1.5086, p =.222
Perceived Uncertainty 5.29 5.7 F =3.541,p = .063
¢ | Overall Evaluation 3.10 3,55 F=2.283 p=.134
High Technology Understandability 5.77 525 | F=2800,p=.097
Praduct Palr De st‘r’ispg'on . Complexity 5.41 502 | F=1700,p=.19
UPC vs. Wrist ‘Comprehensibility 3.80 3.95 F =.190, p = .664
Computer Realism 3.95 K¥A! F = 458, p = 500
Evaluation 4.91 5.13 t=-1599,p=.113
Quality 5.33 5.24 t=.679, p=.499
Brand Status 497 5.00 t=-.210,p=.834
: Familiarity" 38 3.54 t=-1.048, p=.162
Innovativeness 4.86 5.16 t=-1.616,p=.109
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1V.2.2 Test of Hypotheses

In line with previous brand research, Hypothesis 1a predicted that brand extensions into RNPs
will be evaluated less favorably than brand extensions into INPs. In order to test this
hypothesis, an ANOVA was run on the evaluations of the group of participants evaluating the
INP extension of a product pair and the group of participants assessing the RNP extension of
this product-pair. The results of this analysis, summarized in Figure 3, revealed that the
differences between the two groups were significant across all three tested categories (high
involvement, commodity, high-technology), indicating that brand extensicns into RNPs were

in general evaluated less favorably than brand extensions into INPs.

Figure 3: Results Hypothesis 1a — Attitudes towards the Extensions

Attitudes
0 1 ——— High Involvement

===~ High Technology

5.5 4
—-— Commodity

5.0

4.5 -

4.0

3549 . Innovativeness

NP ‘  RNP !

* Significant difference at p < .05
** Significant difference at p < .01

In detail, the participants, which assessed the extensions presented in the high
involvement category, evaluated the extension into the innovative sports car significantly
more favorably than the extension into the mobility concept (Espons ca= 3.23 vs. Emoility
Concep= 4.11; F = 14.579, p < .001). The participants, évaluating the extensions in the
commodity category, rated the extension into a state-of-the-art cell phone more positively
than the extenéion into the PDA / mobile phone watch (Emobile phone= 4.39 Vs. Eppa waeh= 3.73;
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F = 3.994, p = .048). And the participants, evaluating the extensions in the high technology
category, evaluated the ultra small laptop significantly better than the wrist PC (Ejpapi0p= 4.81
vS. Ewsist compuer= 4.31; F = 5.114, p = .026). Thus, it can be concluded that the results of
Study 1 supported Hypothesi-s la.

In Hypothesis 1b it -was proposed that RNP extensions will have significantly lower
scores on the classic fit' evaluation comp_ared to INP _.extensions. An ANOVA pitted
participants’ fit evaluations of the presented INP extensions against their fit evaluations of the
presented RNP extensions. As highlighted in Figure 4, the results supported Hypothesis 1b.
People in the former group evaluated the presented INP extensions as significantly better
fitting than the presented RNP extensions (high involvement category: F = 4.125, p = .045;

commodity category: F = 8.933, p = .004; high technology category: F = 4.410, p=.038).

Figure 4: Results Hypothesis 1b — Fit Judgments across the Extensions

6.0 Fit — High Involvement

' = === High Technology
565 ~.__

55 e : == Commodity

5.0

4.5

4.0 -

3.5 C . Innovativeness

INP ' RNP . '

* Significant difference at p < .05
** Significant difference at p < .01

Hypothesis 1c, which was aimed at tracing the underlying learning processes in
participants’ evaluations, postulated that brand extensions into RNPs will result in
significantly less attribute transfer than brand extensions into INPs. ANOVAs confirmed the

significance of the difference across the different extension product pairs. As Table 9 reveals,
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it was shown that subjects recalled significantly more attributes of the sports car compared to
the mobility concept (F = 12.527; p = .001), significantly more attributes of the laptop
compared to the wrist computer (F = 10.331; p = .002), and significantly more attributes of
the mobile phone compared to the PDA watch (F = 5».304; p = .024). Consequently, the results
supported the reasoning of Hypothesis lc. Thus, it can be concluded that a first

undifferentiated analysis has supported conventional brand management wisdom.

Table 9: ANOVA Results — Hypotheses la-c
H1a ::J::s dt S“:ﬁ:’:e F | significance
E Between Groups 2!_3.303 1 28.303 14.579 .000
E:’g:::::: . Within Groups 176.660 91 1.941
Total 204.963 92
Errante Phons ve Between Groupg 10.654 1. 10.654 3.994 .048
Epoa watch . Within Groups 266.758 100 2.668
Total 277.412 101
Between Groups 6.272 1 6.272 5114 026
Evopiop va. Within G 121.409 99 1.226
Ewmu Computer frin areubs ’ ’ ’
Total 127.681 100
H | ssq”:':;; dt s“:ﬁ:':e ¢ | significance
F“sm’ coree Between Groups 7.546 1 7.546 . 4125 .045
Fi tllnhlllty COHclﬁpt Within Groups 173.761 95 1.829
Total 181.307 96
F“"m;"u - Between Groups 1 4.1_61 1 14.161 8.933 004
Fitooa watch - Within Groups 153.770 97 1.585
Total 167.932 a8
) Betwsan Groups 6.614 1 6.614 4.410 .038
Fitioptop v. Within G 145.497 97 1,500
Fltwﬂsl Compuler i Srotps i I
Total 152111 98
H 1c ssq ul::l‘:fs dt sl':::':e F | Significance
Transferspm . Betlwe‘en Groups 2.002 1 2.002 1.527 .001
Transfermbmw Concept Within Groups 10.869 68 .160
Total 12.871 69
Trans{erupio phon v Between Groups 1.680 1 1.680 10.311 .002
| Transterpps waien Within Groups 12.057 74 163
' Total 13.737 75
Transferupmp v’ Bet‘wel!en Groups .678 1 .678 5.304 024
Transteryyy, Computer Within Groups 8.568 67 128
Total 9.246 68
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Hypothesis 2a further differentiated the analysis by hypothesizing an interaction
between the parent brand’s positioning‘and consumers’ evaluations of brand extensions into
RNPs. It argued thalz if the parent brand is a benefit brand, then brand extensions will be
evaluated significantly more favorably than if the parené brand is a functional brand.

An ANOVA was employed to test the hypothesized effect between the group of
participants evaluating'a RNP extension based on a benefit parent brand and the group.of
subjects assessing the same extension based on a functional parent brand. The pattern of

results supported Hypothesis 2a across the different categories.

Figure 5: Results Hypothesis 2a — Attitudes towards RNP Extensions Across Brands

. Attitudes
5 j—
- 5.21*
50
‘ 4.69*
45 - 4.53*
—— High Involvement
4.0 -
==== High Technology
35 == Commodity.
' 3.0 1 Brand Associations

Benefit Brand I

Functional Brand
* Significant difference at p < .05
*# Significant difference at p < .01

@

As Figure 5 reveals, the extension into the mobility concept was evaluated
significantly more favorable (F = 4.400, p = .041) when the parentlbrand was Mercédcs
(EMercedes= 4.53) than when Lhe parent brand was BMW (Egmw= 3.71). The same pattern of
results was observed in the two other categories. The extension into the PDA / mobile phone
watch was perceived significantly more favorable (F = 7.195, p = .011) with Nokia (Enckix=

5.21) as the parent brand than with Siemens Mobile (Egiemens Mobite= 3.34) as the parent brand.
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And the wrist PC was assessed significantly more favorably (F = 6.343, p = .015) with Apple
(Eappic= 4.69) as the parent brand-than with IBM (Ejpy= 4.01) as the parent brand. Therefore,

Hypothesis 2a was supported (Table 10 summarizes the results).

Table 10: ANOVA Results — Hypotheses 2a
Sum of Mean .
H 2a Squares df Square F Significance
£ Between Groups | 9.361 | 1 9.361 4.400 041
Sports Car ve. Within Groups | 114.885 54 2.128
Eﬁlob[lity Concapt .
Total 124.246 55 .
E, Between Groups 22.100 1 : 22.100 7.195 .01
obllePhone¥s. | within Groups | 113,649 37 3.072
Eroa watch i
Total 135.749 38 !
Balween Groups 6.863 1 g 6.863 6.343 015
Elzpinpv:.. S 3
E Within Groups 62.757 58 1.082
Wrist Computer
Total 69.620 59

Hypothesis 2b then examined the impact of a parent brand’s positioning on the used
lcaﬁing processes by analyzing the transferred information. In more detail, Hypothesis 2b
proposed that if the 'parent brand is a benefit brand, participants will engage in an analogical
learning process and hence transfer significantly less-attribute transfer than if the parent brand
is a functional brand. An ANOVA supported this reasoning (see Table 11). Pitting again the
group of participants evaluating a RNP extension with a benefit parent brand and the group of
subjects assessing the same RNP with a functional parent brand against each other, it was
revealed that participants transferred significantly less attribute information if the parent brand
was a benefit brand.

Specifically, in the high involvement category it was observed that subjects transferred
significantly less attributes (F = 4.329, p = .044) if the parent brand was Mercedes than if the
parent brand was BMW. In the commodity category, a similar pattern of results was observed
with participants recalling significantly less attributes (F = 11.914, p = .002) if the parent

brand was Nokia than if the parent brand was Siemens Mobile. And in the high technology
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category subjects also recalled significantly less attributes (F = 4.425, p = .041) if the parent

brand was Apple than if the parent brand was IBM. Thus, Hypothesis 2b was supported.

Table 11: ANOVA Results — Hypotheses 2b
H2b Sum of d Mean F | significance
uares , Square
Betwaan Groups 967 1 967 4.329 044
Transfergpona car va.
Within Groups 8.938 40 223
Transferyopiiy concept
Total 9905 - 41
Transt Bstween Groups 1.774 1 L1774 11.914 002
ransielugio Phone vs. .
Transteraa worn Within Groups 4.019 . 27 148
g Total 5793 28
‘ Between Groups 970 1 .970 [ 4425 | 041
Transter_,pop vs. . )
Within Groups 9.211 42 .219
Transferys computer )
Total 10482 | 43

Finally, Hypothesis 2c proposed that the in Hypothesis éa tested impact of using a
benefit brand as a parent brand in brand extensions is significantly more positive for brand
extensions into RNPs than for brand extensions. into INPs.

Underlying reasoning hereby is that while in the ladder group a knowledge transfer
between parent brands and extensions into. INPs can successfully be performed with
categorization effects, it has been shown th;?lt the characteristics of RNPs defy this form of
leanﬁng between the extension aﬁd the parent brand. Therefore, it is likely that the benefit of
having a benefit brand that-can induce anaiogical learning is comparably higher for extensions
into RNPs. Bccauéc while RNP exteﬁsions tend to defy learning by categorization effects and
hence rely on analogical learning for knowledge transfers, extensions into INPs support
learning based on categorization effects and hence do not profit from the stimulation of an
alternative learning process.

Figure 6 visualizes the results. As proposed by Hypothesis 2c, the impact of having a

benefit brand was indeed significantly higher when the extensions was a RNP.

97

[



Figure 6: Results Hypothesis 2¢ — Impact of Brand Associations Across Categories
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In detail, it was shown that, on the one hand, there were no significant differences in
participants’ evaluations of the éxtensions into INPs independent of the used parent brand
over all three used categories (high involvement category: F = 228, p= .636; commodity
category: F = 1.997, p=.163; high technology category: F = .584, p= .449), and on the other,
participants evaluated brand extensions into RNPs significantly more favorable if the parent
brand was a benefit brand (high involvement category: F = 4.400, p= .041; commodity
category: F =7.195, p= .011; high technology category: F = 6.343, p= .015). Thus, the pattern

of results supported Hypothesis 2¢ by revealing that the proposed impact of using a benefit
bl;and is indeed more elaborated for brand extensions into RNPs compared to INPs: Table 12

summarizes testing for Hypothesis 2c.

Table 12: ANOVA Results - Hypothesis 2c
H2c | Sumot |y | Mean | o lgigniticance
Squares Square
Batwaen Groups .340 1 .340 228 636
Migh | \p [ BMWYs. | G 52075 | 35 | 1.488
Involvement Mercedes Hitin faroups ’ ’
Category : Total 5241 4 36
S c BMW ‘ Betweon Groups 9.361 1 9.361 4.400 .041
ports Car vs, V5. -
| Mobility Concept RNP Mercedes | ‘ithin Groups 114.885 54 2128
Total 124.246 55 .
Nokia vs. | Between Groups 4,154 1 4,154 1.997 163
Commodity INP Siem(_ens Within Groups 126.855 61 2.080
Category Mobile Total 131,009 | B2
MDbiIB F'hone vs. Nokia Vs, ) Betwean GTDUDS 22-100 1 22.100 71 95 048
PDA Watch RNP Siemgns Within Groups 113.64% 37 3.072
Mobile Total 135749 | 38
Hiah iBM Batween Groups .764 1 764 584 449
gl Vs, - |
Technology INP Apple Within Groups 51.024 39 | 1.308
Category Totat 51.789 40
. BM Betwaen Groups 6.863 1 6.863 6.343 015
aplop vs. RNP V5. -
Wrist Computer Apple Within Groups 62.757 58 1.082
Total 6§9.620 59
1V.3 Discussion

The in Study 1 presented results have revealed that brand extensions into RNPs are in general

evaluated less favorably than brand extensions into INPs (Hypothesis 1a) and that one of the
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main reasons for this situation is a significantly worse fit between the parent brand and the
extension product (Hypothesis 1b). Moreover, it has been shown that categorization effects
have been the obligatory learning mechanism (Hypotbesis lc). Thus, at a first
(undifferentiated) glance, the results of Study 1 have supported conventional brand
management wisdom’s proposition that brand extensions should be positioned perceptually
close to the parent brand to ensure a high fit and hence favorable evaluations of the
consumers. By this means, they have supported the view that RNPs’ inherited distance to their
parent brand may l.ead to unfavorable outcomes in copsumers’ evaluations and hence to an
disadvantage of these products in brand extens.ion stratc:gies.

However, a more differentiated look at the outcomes revealed that perceptually distant
brand extensions into RNPs may not necessarily be evaluated less favorably compared to
extensions into INPs, but might well be successful regarding consumer evaluations dependent

y
on the parent brand’s positioning.

As mentioned earlier, the assessment of participants’ evaluations of brand extensions
across ali presented extension products and parent brands has revealed that INPs were
evaluated more favorably compared to RNPs as proposed by conventional wisdom and
Hypothesis la. However, this analysis treated all parent braﬁds as equal and hence did not
acknowledge the impact (;f different parent brand’s positioning strategies. Yet, a closer look
-at the outcorﬂes of participants’ extension evaluations (differentiated based on the underlying
positioning strategies) revealed significant differences in results. Specifically, the results
supported the herein proposed positive impact of relational,.associations on cvaluations of
brand extensions into RNPs. They revealed that while participants generally evaluated brand
extensions into RNPs based on functional brands less favorably than brand extensions into
INPs, such a behavior was not found when the RNPs were presented as extensions of the

benefit brands. In this case, no significant differences between the outcomes of subjects’

evaluations between INP and RNP extensions were found. This outcome hence supported the
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herein proposed beneficial impact of relational associations when it comes to extending a
brand into RNPs (Hypothesis 2a).’

Clearly, these outcomes stand in sharp contrast to previous research in this field. They
reveal that participants do not have to necessarily evaluate perceptually distant brand
extensions into RNPs unfavorable as suggested by today’s brand management thecry. Since
extensive pretesting as well as the present manipulation checks ensured a high comparability
of participants’ attitudinal predisposition towards the employed brands, these outcomes.could
not be explained by divergent perceptions regarding the underlying brands. Therefore, the
central question was, where did the differences arrive from?

The answer was found in the analysis of consumers’ learning processes. The results
révea]ed that participants, who evaluated a brand extension into a RNP with a benefit brand as
the parent brand, engaged in analégical processing. Whiie participants, Qho evaluated the
same brand extension with a functional brand as the parent brand, learnt based on
categorization effects (Hypothesis-2b and c). By tracing the transferred information from the
parent brand to the extension, it was shown that benefit brands were capable of refocusing
participants’ attention from a rather attribute dominated similarity comparison to a
comparison,‘ which was merely based on fhe relational associations of the brand. The benefit
brands were hence capable of overriding tile lack of fit on the classic fit dimensions by
inducing analogical learning processes into consumers’ minds (Hypothesis 2b). These results
were observed across the different categories, confirming the impact of RNPs’ characteristics
on consumer evaluati;)n..% across contexts.

In sum, the results of Study | supported the hypotheses of this disscr_tation regarding a
brand’s extensibility into RNPs. It was shown that brand extensions iﬁlo RNPs are not
nccessari.ly equipped with an inherited disadvantage reg&ding consumer evaluations because
of their perceptual distance. Thus, it was revealed that today’s conventional wisdom in brand

management theory may stop short in adequately addressing brand extensions into RNPs.
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Chapter V: Study 2

Study 1 has revealed three key findings: first, in an undifferentiated analysis it indeed
appears as if consumers would generally evaluate brand extensions into radical innovations
less favorably than brand extensions into incremental innovations. Second, the dominant
learning mechanism in brand extension evaluations are categorization effects. Third and
probably most important for the present reasoning, it was shown th.at participants’
associations with the underlying parent brands can have a significant impact on participants’
evaluations as well as their learning preferences. One of the central suggestions of Study 1 has
hence been that relational associations are capable of"overriding the (by previous research)
assumed inherent disadvantage of RNPs, thus al]o“;ir_ilgl companies to consider this type of
innovations as valuable growth opportunities.

Yet, the pitfall of these findings is that not every company willing to extend its product
portfolio with a RNP may initially have a brand with these sort of assc_)ci:;ltions. However,
establishing these associations requires huge investments in brand building programs as well
as a considerable amount of t_ime, which often means time and money a lot of companies do
not have {Aaker and Joachimsthaler 2000). Thus, the ideptiﬁcalién and assessment of
alternative approaches to growing a benefit branq has to be considered a research priority in
the context of brand-driven growth strategies.

Consequently, it has been decided to devote Study 2 to an alternative brand-driven
growth strategy, brand alliances. The central question of this study has hence been if the
presence of a second benefit brand as part of a brand alliance effort might be capabie of
adding relational associations to .a functional parent brand, which initially lacks these
associations. The main purpose of Study 2 hence is to analyze if a brand alliance strategy may
offer an alte;’native to having a benefit brand in making brand extensions into RNPs a success

- in consumers’ evaluations.
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To test this reasoning, Study 1 first aqalyzes if adding a benefit brand to an individual
functional brand may help to increase consumers’ favorlability ratings of brand extension; into
RNPs (Hypothesis 3a). Second, the transferred information is analyzed regarding the question
whether the hypothesized beneficial effect is caused by the second brand’s a_biiity to seduce
consumers into analogical learning processing (Hypothesis 3b). Third, it is tested if the impact
of adding a benefit brand is more elaborate for brand extensions into RNPs than for brand
extensions into INPs (Hypothesis 3c). And finally fourth, the effectiveness of adding a bepeﬁt

brand to a parent brand is scrutinized for different sorts of parent brands (Hypothesis 3d).

V.1 Method
Similar to Study 1, subjects were asked to evaluate two extension pairs from two different
consumption areas (one pair from a high involvement category and one pair from a high
technology category) that varied systematically in their degree of innovativeness (RNP vs.
INP). Yet, in contrast to Study 1, this study not only tested individual brands as potential
parent brands of these extensions, but also brand alliances.

The employed measures as well as the sampling and pretesting procedures resembled
the ones used in Study 1. The only difference was that the present study also included

additional measures and pretests for the brand alliance issue.

V.1.1 Subjects
115 graduate students (39 females and 76 males), enrolled in a large German university,
participated on a voluntarily basis in this study. It was ensured that these subjects had not

participated in the previous study.

V.1.2 Design
The design of Study 2 was a 2 (RNP vs. INP) x 2 (Benefit Brand vs. Functional Brand) x 3
(Functional Brand/ Benefit Brand — Brand Alliance vs. Functional Brand/Functional Brand ~

Brand Alliance vs. Benefit Brandeenefit Brand - Brand Alliance) rﬁixed fac[bria.l design.
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The manipulation of the extension product’s degree of innovativeness primarily relied
on the results of the stimulus selection section of Study 1. The innovative sports car vs. the
futuristic mobility concept incorporated the extension pair in the high involvement category,
the state-of-the-art mini laptop vs. the revolutionary wrist computer was used as the extension
~ pair in the high technology condition.

Regarding the selection of the individual brands, the present study relied on 3 brand
names that were already used in Study 1, as well as identified 5 new brand names that were
primarily aimed at fulfilling the requirements of the brand alliance manipulation. In the end,
the study pitted Sony, Mercedes, Apple, and Jaguar as more benefit driven brands vs. IBM,
Audi, Dell, and Lexus as more functional driven brands.

For thle; brand alliance manipulation, interbrand collaborations had to be identified that
wérc evaluated equally favorable by consumers independent of their associations. with the
iﬁdividua] brands. Moreover, to ensure a high comparability between the results of the
selected braﬁd alliances and the erﬁployed individual brands, it was decided to build the
alliances based on combinations of the previously selected individual brands. Finally, IBM-
Dell and Audi-Lexus were selected to represent the functional brand/functional brand - brand
alliances, IBM-Sony and Audi-Mercedes to embody tﬁe benefit brand/functional brand -
brand alliances, and Sony-Apple and Mercedes-Jaguar to incorporate the benefit brand/benefit
brand ~ brand alliance.

The stimuli in the questionnaires were once again arranged following a Latin square
design, miﬁimizing the danger of carry-over effects between the presented innovations. Each
subject has only rated two extensions, reflecting one member from each category. In the end,
6 different types of brand alliances as well as 4 different individuai parent brands were tested
for their extensibility into two different degrees of product innovativeness (RNPs vs. INPs)
with every questionnaire including two braﬁd/product cormnbinations, finally resulting in 10

different versions of the questionnaire.
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Following the same procedure as in Study ‘1 and aimed at reducing the risk of

incorrectly answered questionnaires, the order of the brands as well as the anchoring of the
1)

used scales were randomly changed within the questionnaires (Judd, -Smith, and Kidder

1991). Moreover, once again the extensions’ order was counterbalanced to minimize

presentation-order effects (Greenwald 1976).

V.i.3 Stimulus Sefection

The majority of the herein employed pfoducts and individual brands were ideﬁtical with the
ones used in Study 1. Thus, the primary goal of this stimulus selection section wa; to identify
brand alliances that showed a comparable level in consumers’ attitudinal predisposition and
matched the requirements of the experimental mMpuiations. Since the literature review has
revealed that consumers’ evaluations of brand alliances primarily depend on (a) their pre-
.atﬁtudes towards the involved individual brands, (b) their perception of fit between the
involved product categories, and (c) their evaluation of the degree of complementarity
between the images of the selected brands, the stimulus selection for the brand alliances
focused on these three dimensions.

Three stages of pretesting were conducted: Pretest 1 focused on the selection of
individual brands for the brand alliances, which had to be evaluated comparably favorable and
positioned in the same product categories. Pretest 2 then tested logical combinations of these
brands regarding the complementarity of their brand images and product categories. Pretest 3
tested the selectéd stimuli and measures for potential problems before applying them to a

.

broader audience.

V.1.3.1 Pretest 1

The aim of Pretest 1 was to identify individual brands with significantly different brand
associations (benefit vs. functional). These brands had to be positioned in the same product

categories (car manufacturer and/or PC producer), as well as evaluated equally favorable by
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consumers. To achieve this objective, 8 student subjects were asked to generate a list of
brands that come to their mind when they think about car manufacturers and PC producers.
The resulting lists were then compared and analyzed regarding their cohesiveness. Every
brand that was mentioned by at least 62% of the participants was considered for further
testing. 7 brands of car manufacturer (Mercedesr,‘:BMW, Audi, Lexus, Jaguar, VW, and
Porsche) as well as 5 brands of PC producers (IBM, Apple, Hewlett-Packard, Dell, and Sony)
met this criterion and hence entered the next stage of pretesting. |

Next, it was necessary to analyze consumers’ pre_-attitudes and assoc;iations with these
brands. ]I2 sfudents were asked to evaluate thé presented brands on four seven-point bipolar
scales fegarding their perception of familiarity (from 1 = “not at all familiar” to 7 = “very
familiar™), fqvorability (from 1 = “unfavorable” to 7 = “favorable”), quality (from | = “low”
to7= “high”), and prestige (from | = “not at all’; to 7 = “very much”; Aaker and Ke]ler 1990;
Bottomley anci Holden 2001; Park, Milberg, and Lawson 1991). Subsequently, they were
asked to wﬁtﬁ down all associations that came to their minds upon presentation of these brand
names. Thcée associations were then categorized by two coclefs into more functional- and
more benefit-driven associations. A comparison between the two coders revealed an
agreement of 75 % regarding the classifications of the associations into these two categories.

As a result of this examination and the assessment of participants’ attitudinal
}‘)redi_splosition towards the presented brands (for det.ails see Table 13), the following brands
vsl/erc identified as adequate for further testing: in the high technology category, Sony,
Hewlett-Packard, and Apple were selected as benefits brands (AsSpenefit Brangs= 1.81) and pitted
against IBM, Dell, and Toshiba which were chosen as functional brands (AsSfunctional Brands=
1.47; t = 3.633, p = .004). In the high involvement category,: Mercedes, Porsche, and Jaguar
were chosen as benefit brands (AsSpenesii Brangs= 1.73), while Audi, VW, and Lexus were

selected to embody Ithe functional brands (AsSrunctional Brands= 1.42; t = 4.062, p = .002).
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V.1.3.2 Pretest 2

In Pretest 2 these brands were then coxﬁbined in plausible brand alliance constellations and
subsequently presented to student subjects to analyze the brand fit within these alliances. 10
participants were confronted with 6 fictive brand alliances, including IBM-Dell and Audi-
Lexus representing the functional brand/functional brand - brand alliances, IBM-Sony and
Audi-Mercedes em’t;odying the functional brand/benefit brand — brand alliances, and Apple-
Sony and Mercedes-Jaguar reflecting the benefit brand/benefit brand — brand alliances.

Participants were asked to indicate on three scvn::n-p::)int bipolar scales their evaluation
of the brand images’ consistency within the presented brand alliances (from 1 = “not at all
consistent” to 7 = “very consistent”), their overall b;:rception of the brand fit within the
alliance (from 1 = “low fit” to 7 = *high fit”), and their evaluation of the complementarity
between the presented brands in the brand alliances-(from 1 = “not at all complementary” to 7
= “very complementary” / Simonin and Ruth 1998). In accordance with findings in previous
research (Simonin and Ruth 1998) and a reliability analysis (Cronbach’s Alpha = .8260), the
outcomes of these measures were averaged to provide a single measure of brand fit.

Based on the results in the high involvement category, Audt and Lexus were identified
to embody the functional brand/functional brand — brand alliance (BFa. = 5.17), Audi and
Mercedes to embody the functional brand/benefit branicl — brand alliance (BF A= 5.31), and
Mercedes and Jaguar to represent the benefit I_Jrandfbeneﬁt brand - brand alliance (BFy.=
5.40). In the high technology category, IBM and Dell were selected to embody the functional
brand/functional brand — brand alliance (BFip= 5.29), IBM and Sony chosen to incorporate
the functional brand/benefit brand — brand alliance (BF.s= 5.19), and Apple and Sony
selected to be the benefit bran%eneﬁt brand — brand alliance (BFsg= 5.60). Table 13
summarizes the results.

After having examined the presented brand alliances regarding the brand fit, the next

aspect that had to be analyzed was consumers’ perception of cohesiveness between the

107



involved product categories within the selected brand alliances, the so called product fit.
Participants- had thus to answer three question regarding their perception of the degree of
consistency betwe;en the product categories in the presented brand alliances (from 1 = “not
consistent at all” to 7 = “very consistent”), their assessment of the complementarity of the
involved product categories (from 1 = “not complementary at all” to 7 = “very
complementary”), and finally their evaluation of the necessity of the brands for each other
(from 1 = not necessary at all to 7 = very necessary / Simonin and Ruth 1998).

Taking again the overall mean of the three different questions (Cronbach’s Alpha =
.8240), the results revealed that in the high involvement category Audi and Lexus (PFa =
5.38) as well as Audi and Mercedes (PFam = 5.33)2 and Mercedes and Jaguar (PFM.;= 5.12)
were equally good fitting on these dimensions. For the high technology category, the analysis
of participants’ evaluations of the product fit revealed that IBM and Dell (PF..p= 5.26), IBM

and Sony (PFrs= 5.45), as well as Apple and Sony (PFss= 5.26) showed no significant

differences on the tested dimensions (for details see Table 13).

Table 13: Summary Pretest 1 and 2

Mercedes Porsche Jaguar Audi . vw Lexus Significance
Evaluation| 5.25 535 5.22 5.29 508 | 519 |F=.100,p=.768
High Quality 5.08 5.25 500 | 533 525 508 |F=.372,p=.575 |
Involvement | Brands == | 508 | 452 | 500 | 508 |Fo.750,p 435
Product Palr - - - —
: Familiarity] 5.33 517 5.25 4.92 542 497 |F=.862,p=.406
Sports Car ' .
vs. Mobility Audi/Lexus _AudllMarcedes Mercedes!.laggar Significance
Concept Brangd | Brand Fit 517 5.31 5.40 F=.143,p=.721
Alllances| praduct Fit 5.38 ' 5.33 5.12 . [F=.103,p=.761
Sony Apple HP 1BM Dell Toshiba Significance
Evaluation]- 5.31 5.35 508 | &28 514 508 [F=.205,p=.675
High Quality 5.58 5.33 525 533 529 492 |F=1.455p=.294
Technology | Brands
: Status 5.25 517 533 5.08 5.00 5.00 |F=.400,p=.561
Product Pair '
Familiarity| 5.00 4.97 533 5.08 5.33 517 |F=.284,p=.622

UPC vs.

Wrist IBM/Dell IBM/Sony Sony/Apple Significance
Computer Brand | Brand Fit 5.2¢ . 518 5.60 F=.377,p=.562
Alliances | praduct Fit 5.28 - 5.45 5.26 F=.125p=.739
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V.1.3.3 Pretest 3

Pretest 3 finally tested the selected stimuli regarding Fheir appropriateness for the maip study.
- 8 student subjects were asked to participate in informal face-to-face interviews, which were
again based on the designated questionnaire of the main study. The feedback of these
interviews confirmed that questions and scales were easily understood. Moreover, the
examination of participants’ responses to the question asking for the true purpose of the study
indicated that no subject guessed the hypotheses. As a result, it was conclfuded that ‘the
selected stimulus materials and measurements were appropriate for hypotheses testing.
In the end, the following brand alliances met the criteria for the present analysis: Audi
. and Lexus as well as IBM and Dell embodying the functional brand/functional brand — brand
alliances, Audi and Mercedes as well as IBM and Sony representing the functional
brand/benefit brand — brand alliances, and Mercedes and Jaguar as well as Sony and Apple
reflecting the benefit brand/benefit brand — brand alliances.
All of these brand alliances were combined with extension products that had already
proven their adequateness in Study 1. In the high involvement category, the futuristic mobility
concept {RNP) was pitted against the innovative sports car (INP). In the high technology

category, the hand wrist computer (RNP) was pitted against the ultra small laptop (INP).

V.1.4 Procedure

Subjects were again told that they were ﬁa:ticipating in an international branding study and
asked to complete a questionnaire. Within this questionnaire, they faced 38 questions
regarding their attitudes towards the presented brands, brand alliances and the proposed
extension products. These questions had to be answered on seven-point bipolar scales and
were accompanied by two open thought listings and two innovativeness scales, which
examined subjects’ associations with the brands as well as the transferréd information from

the brands and/or brand alliances to the extensions (see Appendix V).
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Specifically, subjects were first asked to indicate their pex.’ception of favorability,
quality, familiarity, status and innovativeness of the presented brands. Subsequently, they had
to write down their associations with these brands in a open thought listing task.

Afterwards, subjects were confronted with an announcement that two pairs of these
brands are planning to engage in a brand alliance to introduce a new product into the market
place (“Brand A and Brand B have decided to expand their existing product portfolios. by
introducing new innovations. Therefore, they are planning to engage in a brand alliance.
Specifically, ...” / Simonin and Ruth 1998). Following this brief procl_amation, subjects had to
indicate on four seven-point Bipplar scales their perception of the complementarity between
the two involved brand images as well as their attitudes towards the brand alliance.

Similar to Sn:dy 1, subjects were then exposed to the extension products in the
previously crafted ads. Each extension was presented on an own page and accompanied by
one innovativeness scale and 15 question. Finally, to trace the transferred .information,
participants were ;sked to explain‘the presented products to a friend and hence to reveal their
learned information about them. The questionnaire again ended with a brief section dealing

with demographics. The entire procedure to fill in the questionnaire took about 25 minutes.

V.1.5 Measures

The set of questions used in the present study was almost identical to the one used in Study 1.
Specifically, Study 2 applied the same constructs- for- the measurement of consumers’
attitudinal predispogiﬁon towards the used brands, for assessing the adequateness of the
stimulus selection, as well as the battery of questions analyzing consumers’ perception of the
presented brand extension. Alongside these measures, subjects in Study 2 had to additionally
indicate their perception of fit between the brands in the presented brand alliances as well as

their attitudes towards the presented brand alliances on two seven-point scales.
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In detail, in the former case participants were asked to indicate their perception of the
complementarity olf the images of the presented br'anlds (from 1 = “not at all complementary”
to7= ;‘very complementary”), as well as their overall perception of brand fit in the presented
brand alliances (from 1 = “low fit” to 7 = “high fit7; Stmonin and Ruth 1998). In the latter

case, they were asked to indicate their overall evaluation (from 1 = “unfavorable” to 7 =

“favorable™) as well as their quality perception of the presented brand alliances (from 1
“low” to 7 = “high”; Simonin and Ruth 1998). |

Table 14 summarizes these additional measures as well as highlights the Cronbach’s
alphas for the different measurement constructs, which were again sufficiently high,

indicating a sufficiently high reliability of the selected measurement tools.

Table 14: Reliability Checks of the Employed Multi-Item Measures

Measure/ltems o Reliability (Cronbach’s Alpha)

Attitudes towards the Extension (7-point bipolar scales) a= .8155

Overall Evaluation
Likelihood to try
Perceived Quality

Attitudes towards the Brand Alliances (7-point bipolar scales) a= .8071
Overall Evaluation
Quality Perception

Attitudes towards the Brands (7-point bipolar scales) - a= .8360

Overall Evaluation
Quality Perception
Status

Brand Fit (7-point bipolar scales) a= .8382

Consistency of the brand images
Complementarity/fit of the brands

V.2 Results
Analyses of variance (ANOVAs) were used to assess the adequateness of the selected stimuli

as well as to test for the hypothesized effects.
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V.2.1 Manipulations Checks

The anélysis of the appropriateness of the selected products, summarized in Table 15, yielded
results that were highly consistent with those found in Study 1. Participants rated the futuristic
mobi!ity concept (Imabitity Concepe= 86.23) significantly more innovative (F =139.145, p < .001)
than the innovative sports car (Ispons ca= 48.98), and the wrist computer (iuwm Computer= 74.11)
significantly more innovative (F = 42.716, p < .001) than the ultra small laptop (Irapiop=
48.05).

The assessment of t_hc question if participants may have had difficulties in evaluating
the selected products revealed no significant differences within the different product pairs
(high involvement product pair: F = 1.551, p = .216; high technology product pair: F = 969, p
= 327). And the examination of potential diff;:rences in participants’ perception of
uncertainty. also showed no significant differences (high involvement product pair: F = 1.598,
p= .269 / high technoldgy product pair: F = .059, p = .809).

Regarding the appropriateness of the employed ads, the results revealed comparable
favorability ratings across the different broduct pai;s {(high involvement product pair: F =
725, p = .396; high technology product pair: F = 3.126, p = .080), and no significant
differences in participénts’ understanding of the product descriptions (high involvement
product pair: F = .840, p = .362; high technology product pair: F = .095, p = .758). Moreover,
participants’ perception of the ad’s complexity (high involvement product pair: F = 438, p =
.509; high technology product pair: F = 1.210, p = .274), as well as possible difficulties to
comprehehd the ad were analyzed and no significant differences found (high involvement
product pair: F = 3.089, p = .082; high technology product- pair: F = .152, p = .697). Last,
subjects were asked to indicate their perception of the degree of realism of the presented ads.
Once again no signiﬁcant differences were observed (high involvement product pair: F =
.699, p = .455 / high technology product pair: F = .108, p = .743). Table 15 summanzes the

outcomes of the manipulation checks of the employed products, ads, and descriptions.
- FeT g

112



Table 15: Manipulation Checks - Products, Ads, and Descriptions
INP/ RNP/
Measures Functional Benefit Significance
Innovativeness 48.98 86.23 F = 139.145, p < .001

Product Difficutty to Evaluate 3.88 350 | F=1.551p=.216

High involvement Perceived Uncertainty 4.57 417 F=1598,p=.209
Product Pair . Overall Evaluation 4.87 - 4.62 F=.725,p=.396
Sports Car vs. Ads & Understandability . 537 5.11 F = 840, p = .362

HR H 1 - =

Mobility Concept Descriptions Complexity J 4.00 4.20 F=.438 p=.509

Comprehensibility | 4.56 4.00 F = 3.089, p=.082"
Realism {349 319 | F-.699,p=.455

Innovativeness . 48.05 7411 F=42716, p < .001
Product Difficulty to Evaluate { . 2.89 3.03 - F = .969, p = .327
High Technology Perceived Uncertainty | | 4.09 4.02 F=.05%, p=.809
Pal

Product Palr Overall Evaluation . 5.09 4,63 © F=3.126, p= .080

UPC vs. Wrist Ads & Understandability 5.30 5.23 F=.095p=.758
[ - - ‘ -

Computer Descriptions Complexity : 3.30 3.59 F=1210,p=.274
Comprehensibilty | . 4.00 4.47 F=.152, p=.697
Realism . 3.61 371 | F=.108,p=.743.

The assessment of subjects’ ratings of the selected brands, summarized in Table 16,
revealed a comparable attitudinél. predisposition towards the brands (high involvement
category: F = .735, p = .676; high technology .caﬁegory: F = 961, p = 477), and no
significant differences in the familiarity ratings with these brands (high involvement category:
F = .758, p = .655; high technology category: F = 1.350, p = .221).

Regarding participants’ perception of the brands’ innovativeness as well as their
associations with the selected brands, the results revealed the desired outcomes. Regarding the

L
former, it was shown that participants perceived the different brands as equally innovative
within the different categories dﬁgh involvement category: F = 990, p = .453; high
technology category: F = 1.243, p = .277). Regarding the latter, open thought listings were
employed in which participants had t(-) write down their associations with the presented
brands. Two graduate student, who were blind to the real purpose of the study, then coded

independently from each other the results regarding the amount of benefit and/or functional

associations that were reflected in participants thoughts. The results showed that participants
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had significant more benefit-driven associations with Mercedes (AsSmercedes= !.82) and Jaguar
(AsSaguar= 1.73) cbmpared to Audi (Assaugi= 1.25) and Lexus (AsSpexus= 1.23; F =5.053, p =
.004) in the high involvement category, and comparably more benefit associations with Apple
(Assagpie= 1.80) and Sony (Assseny= 1.67) compared to IBM (Assem= 1.13) and Dell (Asspay=
1.10; F = 8.862, p <.001) in the high technology category.

Finally, participants’ aftitudinal predisposition towards the presented brand alliances
had to bé assessed as well as participants’ fit perception of the brand images in these
alliances. The results revealed that participants’ evaluations of the éllianccs were comparable
_ within the different categories (high involvement category: F = 579, p = .716; high
technology category: F = 105, p = .991), and that their ratings of the brand fit showed no
signiﬁcantmdiffercnces (high involvement category: F = .298, p = 912; high technology

category: F = 137, p = .983).

Table 16: Manipulation Checks - Brands and Brand Alliances
1BM Sony Apple  Dell Significance
Evaluation 5.15 531 524 505 | F=.961,p=.477
. Quality 532 5.52 5.50 5.41 F =550, p = .650
High Brands Status 5.24 513 4.96 515 F=.802,p= .409
Technology | Familiarity 4.53 4,80 4.18 4.08 F=1.350,p=.221
Product Pair Innovativeness | 5.26 5.71 561 | 528 | Fa1.243,p=.277
. UPC vs. Wrist . IBM/ IBM/  Sony/
Gomputer Dell Sony Apple Significance
Brand [Overall Evaluation 4.74 4.90 4,92 F=.105, p=.991
Alliances Brand Fit 473 4.82 4.98 F=,137,p=.983
Mercedes  Audi Jaguar Lexus Significance
Evaluation 5.93 5.81 57 5.60 F=.735p= 676
- Quality 5.26 .5.15 5.60 5.16 F =.502, p = .683
High Brands Status 6.35 6.06 6.35 5.89 " F=.417,p=.742
Involvement Fariliarity 5.00 475 4.64 4.39 F =.758, p = .655
Product Palr } Innovativeness 5.26 5.25 4,91 491 F =.890,p = .453
Sports Car vs. Audl/ Audif  Mercedes/ - -—
Mobility Concept Lexus Mercedes Jaguar Significance
Brand | Overall Evalualion 515 5.31 5.24 F=.961,p=.477
Alliances Brand Fit 498 ° 5.21 5.00 F=.298p=.912
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V.2.2 Test of Hypotheses

This. studjlf focused its attention on the analysis of consumer evaluations of brand extensions
into RNPs :vhen the parent brand is a brand alliance.

-Hypothesis 3a proposed that an extension into a RNP will be evaluated Signiﬁcantly
more favorably if the parent brand alliance consists of a functional brand and a benefit brand
than if it consists of two functional brands (Hypothesis 3a). In order to test this hypothesis, an
ANOVA was run oin participants’ evaluations of theﬂ presented RNP brand extensions. It
analyzed participants’ favorability ratings when the brand alliance consisted of a-functional

.brand and a benefit brand compared to the case when the brand alliance consisted of t;vo

functional brands. As Figure 7 visualizes, the results of this analysis revealed that RNP brand

- extensions were indeed evaluated more favorably in the former case.

Figure 7: Results Hypothesis 3a — Attitudes towards RNP Extensions Across Alliances

Attitudes
5.5
5.24*
5.0
4 84*
4.5
- ——— High Involvement
4.0 - - === High Technology
3.5 , ‘ . Brand Alliances
Functional Brand / ' l Functional Brand / , !

Functional Brand ) Benefit Brand

* Significant difference at p < .05 .
** Significant difference atp < .01 -

Specifically, participants who evaluated the futuristic mobility concept in the high
involvement category revealed significantly higher favorably ratings when the Mercedes-
Audi brand alliance was the basis of thg extension (Ea.m= 5.24)‘compared to the case when
the basis was the Lexus-Audi brgmd alliancé (Ear= 4.00; F = 5.343, p = .022). Similarly, in
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the high technology category subjects evaluated the hand wrist computer more favorably
when the Sony-IBM alliance (Ersh= 4.84) was the extension basis compared to the case when
the Dell-IBM alliance was the basis (EI:D= 3.96; F = 5.686, p = .024). Thus, the results of

Study 2 supported Hypothesis 3a (for details see Table 17).

Table 17: ANOVA Results — Hypothesis 3a
H3a ~ Sum of dt - Mean F ]Significance
Squares 1 Square
E Between Groups 11.615 1 11.615 5.843 022
EAudiIMeroedeB i Within Groups 55.659 28 1.988
AudiLexus Total 67.274 29 |
Between Graups 6.222 1 | 6222 | 5686 024
ESony.'lEM vs. " '
. Within Groups 32.833 30 1.094
Epeiiem :
Total 39.056 31

Similar to Hypothesis 1b, Hypothesis 3b analyzed the transferred information in order
to assess the underlying learning processes. It predicted that if a brand alliance contains at
least one béneﬁt brand, participants will engage in analogical learning and hence transfer
significantly less attribute information than if the brand alliance consists of two functional
brands. The results, summarized in Table 18, supported this reasoning and hence Hypothesis .
3b. The participz.mts indeed transferring significantly less attribute information to the
extensioﬁ product .if one of the partner brands was a benefit brand.

In detail, in the high involvement category subjects recalled significantly less
attributes when the brand extensions was based on the Mercedes-Audi brand alliance
compared to the case when the product was presented as an extension based on the Lexus-
Audi brand alliance (F = 9.211; p = .009). And in the high technology category a similar
pattern of results was found with participants recalling significantly less attributes of the PDA
watch when the'extension was attributed to IBM and Sony then when the extension was
attributed to IBM and Dell (F = §,200; p = .040).
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Table 18: ANOVA Results — Hypothesis 3b
H 3 squL::r:L df S’:z:?e F Significance'

EAudi/Mercedes vs. Be@een Groups 1'5_63 17 1-563 9211 |  .009
EAudULexus ) Within Groups 2,375 . 14 170

Totat 3.938 15
Esonyiemvs Between Groups 686 1 686 5200 | .040
[— ' Within Groups 1.714 13 132

Total 2.400 14

Finally, the aim of I-iypothesis 3c and Hypothesis 3d was to combine the findings of
Study 1 with the present reasoning about brand alli'anc;:s. Hypothesis 3¢ hence argued that the -
impact of addiﬁg a benefit partner brand to a functional braﬂd is significantly more positive
for brand cxtensior;s into RNPs than INPs. And Hypothesis 3d dealt with the question if the
impact of adding a benefit brand to a parent brand on consumer evaluations is significantly
more positive for brand extensions from benefit brénds than from functional brands.
| A§ figﬁre 8 shows, both hypothescs were supported by the results. The starting point
| of analysis for Hypothesis 3¢ were participants’ evaluations of the extension products based
on the individual brands. In line with Hypothesis 1a, sﬁbjects evaluated the extensions of a
functional pareﬁt brand into INPs significantly more favorably compared to eﬁ:tensions into
RNPs (Audi: INP = 5.43 vs. RNP = 3.93; F = 4.586, p = .049 | IBM: INP = 4.95 vs. RNP =
3.56; F = 4917, p = .044). Now it was hypothesized that if these functional brands engage in
an interbrand collaboration with benefit brands (in this study represented by Mercedes and
Sony), the resulting impact is ﬁigniﬁcantly more elaborate for brand extensions into RNPs
than INPs.
As Figure 8 reveals, the ﬁndinés supported this proposition. While adding a benefit
brand to a functional brand did not signific‘antly impact evaluations when the proposed

extension was a INP (high involvement category: Audine= 5.43 vs. Audi/Mercedesmp= 4.89;
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F = 426, p = .527 | high technology category: IBMpp= 4.95 vs. IBM/Sonymp= 4.60; F = .565,

p = .469), it had a significant impact when the extension product was a RNP.

Figure 8: Results Hypothesis 3¢ — Impact of Brand Constellations Across Categories

Attitudes High Invelvement Category

6.0 1
Sportscar vs. Mobility Concept
55 1 543
) - 5.24%
5.0 7 —”
P 4.89
45 P
40 393 -~
—— INP
35 — ---- RNP Brand Constellations
Functional Brand I Functional Brand /
| Benefit Brand
5 Attitudes High Technology Category
‘ Laptop vs. Wrist PC
5.0 T 495
\4 4. 84*
- 4.60
4.5 e
4.0 JPvTant
3.5 3.56 <7
— INP
3.0 : --=-- RNP Brand Constellations
Functional Brand . ! Functional Brand /

Benefit Brand

* Significant difference atp < .05 / o Significant difference at p < .01

- In detail, it was observed that consumers’ evaluations of the proposed extensions into
RNPs significantly increased when a benefit brand was added to the functional parent brand
(high involvement category: Audirne= 3.93 vs. Audi/Mercedesgnp= 5.24; F = 5.793, p = .025 |

high technology category: IBMgnp= 3.56 vs. IBM/Sonyrnp= 4.84; F = 5.787, p = .025). This

118




outcome supported the in Hypothesis 3¢ proposed impact of adding a benefit brand to a

functional brand in the context of consumer evaluations of RNP extensions (see Table 19).

Table 19: ANOVA Results — Hypothesis 3c
H3c Ss:ur:rzfs df S“:ﬁ::‘e F !Signiﬁcancel
Between Groups | . .941 1 941 426 | 527
INP | Within Groups | 24.307 | 11 2210
Epvdivs: Total 25.248 12 | ‘
E pudiMercedes Between Groups | 10.314 1 10.314 | 5.793 .025
RNP | within Groups | 40.948 23 1.780
Total 51.262 24
‘Between Groups | .362 1 .362 565 469
INP | within Groups 6.406 10 .B41
Egptvs. Total 6.769 11
Eiswsony Between Groups | 9.344 1 9.344 5.787 025
RNP | - within Groups 35.526 22 1.615
Total 44870 | 23

Last, Hypothesis 3d stated that the impact of adding a benefit brand to a parent brand
in the RNP condition is significantly more pronounced for parent brands with functional
‘associations compared to parent brands with benefit associations. To test this hypothesis
potential differences in the outcomes of subjects’ evaluations of brand extensions into RNPs
based on parent brands with divergent brand associations had to be assessed. As seen earlier,
the pattern of results has revealed that adding a benefit brand to a functional brand had a
beneficial impact on consumer evaluations of brand extensions into RNPs in the high
involvement as well in the high technology category. However, in both cases the underlying
individual parent brands were functional brands. Thus, the question remained what happens if
the parent brand already is a benefit brand. To answer this question differences in
participants’ evaluations of the RNP brand extensions were analyzed, yet, this time the
underlying parent brands were with Jaguar and Apple benefit brands. As Figure 9 visualizes,
the results supported the reasonigg of Hypothesis 3d.
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Figure 9: Results Hypothesis 3d - Attitudes towards RNP Extensions

Brand Constellations

*. Significant difference at p < .05
** Significant difference at p < .01

Attitudes
5.5
5.41
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=——=— High Involvement
40 1 . s - --- High Technology
3.5 1 . :
' Benefit Brand ' Benefit Brand / ) !
Benefit Brand

In detail, starting point of the analysis this time were participants’ evaluations of the

proposed RNP extensions based on benefit brands (Jaguargnp= 5.14; Applernp= 4.58). It was

now tested if adding a benefit brand to these brands bad the same beneficial impact like the
previously observed impact when functional brands were the starting point. In line with

Hypothesis 3d, such a beneficial effect was not observed. Even though participants’ rated the

extensions slightly more favorable (high involvement category: 5.14 vs. 541 | high

technology category 4.58 vs. 4.80), these differences were no significant (high involvement

category: F = .303, p = .588 | high technology category: F = 434, p = 517).

Table 20: ANOVA Results — Hypothesis 3d

Sum ot Mean .

H3d Squares dt Square F |Signiticance

Between Groups .383 1 .383 303 .588
Euaguar vs. RNP| wihinGroups | 26.554 | 21 1.264
EdaguarIMercedes Total 26.937 29

Between Groups | 296 1 296 | 434 517
Eﬁpple Vs, L
Egpme,uscny BNP Within Groups 15.704 23 .683

Total 16.000 24
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V.3 Discussion

As mentioned earlier, in brand management research a significant body of literature has
developed around the issue of how consumers may assess brand extensions. A key insight to
arise Ifrom this research is that consumers’ perception of fit between the parent brand and the
extension product appears to be the critical compdncnt when it comes to the formation of
consumers’ reactions to brand extensions. Consequently, it has been assumed that if an
extensionr ig perceived as close to a parent brand, consumers provide more favorable
evaluations coxr;pared to the case when the extension is perceived to be distant (Keller and
Aaker 1992). Study 1 has looked into this central Iidga of brand extension rgseafch in the
context of RNPs. The outcome of this analysis has shown that these form of extension, which
are by definition incongruent, are indeed evaluated less favorably than brand extensions into
incremental innovations. However, the results have also revealed that relational brand
associations were capable of overriding this disadvantage of radical innovations, hence
making favorably evaluated brand extensions into radical innovations possible.

Starting point of Study 2 has now been the question of wha‘l a company can do if it
wants to introduce a RNP into the market place but lacks relational associations. Since
establishing these brand associations requires huge investments in brand building programs as
well as a considerable amount of time, this study focused its efforts on the assessment of an
alternative approach to growing a parent brand with relational associations. Namely to gain
these associations through coupling the existing parent brand with a benefit brand through a
brand alliance effort. Accordingly,‘thé main purpose of Study 2 was to analyze whether and
how co-branding strategies might be capable of impacting brand extensions into radical
innovations.

The present study tested the same RNP extensions as Study 1. However, this time the
extension basis were not individual brands, but brand alliances representing all plausible

combinations of benefit and functional brands. The central question was whether and how
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these different combinations of brand associations may impact consumer evaluations of the
proposed extension products.

The results showed that the .associations of the involved brands had the proposed
significant impact on consumer evaluations of these brand extensions. Specifically, it .was
revealed. that brand extensions into RNPs were generally evaluated more favorably if they
were based on a brand alliance, which included at least one benefit brand (Hypothesis 3a).

To assess the réasons of tlns phenomenon, once agéin the tfansferrcd information was
analyzed. The péttem of results resembled the one observed in Study 1. Subjects transferred
signiﬁcantly less attribute information when the extensions was introduced by a brand
alliance - that contained at least one benefit brand (i.e., it was shown that participants
transferred significantly less attributes when they evaluated a RNP based on a parent brand
alliance consisting of a fﬁnctional and a benefit brand compared to a brand alliance consisting
of two functional brands). These results again indicated that participants engaged in different
information processing procedures dep-cndent on the underlying brand alliance type
(Hypothesis 3b).

Study 2 moreover directly analyzed the ﬁypothesized beneficial influence of co-
branding approaches by examining the effect of adding a benefit brand to a parent brand with
functional associations compared to adding a benefit brand to a parent brand with relational
associations (Hypothésis 3d). To do so, this work analyzed the difference between
“participants’ evaluations of a RNP extension based on an individual brand versus participants’
evaluations of the same extension based on different brand alliance constellations involving
this brand. In line with the findings of Study 1, the impact in the former case was bigger,
because in this case the brand was éapable of inducing consumers in analogical processing,
while in the latter case consumers already processed information in this way.

Once again, the transferred information was asse.ssed to scrutinize the reasons for this

phenomenon. Last, the present s;pgly also found results, rcvggling that this impact of adding a
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benefit brand to a functional brand compared is significantly more positive for brand
extensions into RNPs ;:ompared to INPs (Hypothesis 3c). Once again, the findings supported
the notion that the main reason for the beneficial impacf of co-branding strategies lies in the
ability to add relational associations t6 a parent brand that lacks these associations, because in
this case only the RNPs strongly rely on relational associations.

In sum, the results of Study 2 supported the herein presented;hypotheses and hence
demonstrated for the first time that adding a second brand to an individual parent brand can

have a beneficial impact in the context of brand-driven growth strategies into RNPs.
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Chapter VI: Study 3

The focus of this dissertation has so far been on the analysis of the adequateness of
two of the most popular brand-driven growth strategies, brand extensions (Study 1) and brand
alliances (Study 2), for launching RNPs into the markletplace. In doing so, the present work
has not only introduced with analogical learning theory a new learning paradigm to the field
of brand research, but also revealed ways of how brand management’s theory and practice
mighi be capable of dealing with the specifics of RNPs.

So far this dissertation, has treated brands as stand alone entities, neglecting the fact
that brands often possess multi-product portfolios. However, following latest findings in
brand portfolio research, the characteristics of these po&folios might be capable of influencing
a brand’s extensibility (Aaker 2004; Dacin and Smith 1994; DelVecchio 2000; Meyvis and
Janiszewski 2004). Therefore, it has _becn decided that it is necessary to devote some efforts to
this issue in the present dissertation.

Consequently, Study 3 is primarily devoted to :the question of how the parent brand’s
product portfolio characteristics may impact consumers’ use of analogical learning processes
in brand extensions and hence influence a brand’s ability to extend into RNPs. The following
paragraphs hence analyze if consumer cv.alt_lations of brand extensions into RNPs are affected
by the broadness of the parent brand’s product portfolio (Hypothesis 4). Moreover, this study
is also aimed at replicating the results of Study | with different brands and new extensions,

enhancing the external validity of the herein presented findings.

VI.1 Method

Subjects were asked to evaluate four extensions, representing one product pair and one
service pair from changing parent brands. The product pair was the from Study 1 and 2
already known state-of-the-art mini laptop vs. the revolutionary wrist computer. The service

pair was new to the analysis. The study pitted a new digital Pay-TV service vs. a highly
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innovative digital home entertainment service. Both extension pairs systematically varied in
their degree of innovativeness (INPs vs. RNPs) and were associated with divergent parent
brands. In contrast to the two previous studies, this time the breadth of the parent brands’

product portfolios was systematically varied (Narrow Product Portfolio vs. Broad Product

Portfolio).

VI.1.1 Subjects

124 graduate students (38 females and 86 males), enrolled in a large German university, took
part in Study 3 on a voluntary basis and were randomly assigned to one of the experimental
conditions. Subjects, who had already participated in one of the previous studies, were

excluded from the analysis.

VI.1 2 Des;’gn
Study 3 incorpora;es a2 (RNP vs. INP) x 2 (Benefit Brand vs. Functional Brand) x 2
(Narrow Progiﬁct Portfolio vs. Broad Product Portfolio) mixed factorial design. The
manipulation of the experimental conditions was mainly based on pretesting and the findings
in Study 1 and 2. |

. .For the maﬁipulaliou of the extension, two pairs were necessary: a product pair that
was already employed i‘n both earlier studies and hence ensured a high comparability between
the results of this study and the two previous studies. And a service pair that was new to the
analysis and primarily aimed at broadening the external validity of the present reasoning. For
the former, the state-of-the-art mini laptop vs. the revolutionary wrist computer were chosen
based on the promising results in the two earlier studies,. For the latter, a new digital Pay-TV
service vs.l a. highly innovative digital home entertainment service \;vere selected.

"The manipulation of the parent brand’s associations as well as their underlying product

portfolios resulted in the selection of 8 brands,-rcﬂecting two different levels of brand

_ associations (benefit vs. rational) as well as two different levels of product portfolio broadness
P : :
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.(narrow vs. broad) in two different categories. Pretesting ensured comparable levels of
attimdinal predisposition and finally resulted in the selection of Apple (benefit/narrow),
Samsung (benefit/broad), Intel (functional/narrow), and IBM (functional/broad) in the high
technology category. And AOL (benefit/narrow), Sony (benefit/broad), Microsoft
(functional/narrow), and Siemens (functional/broad) in the eﬁtertainment servicés category..

The stimuli in the questionnaires were again arrgnged following a Latin square design.
Altogether the present efforts resulted in 8 different versions of the questionnaire, since there
were th diffcr‘cnt types of brahd associations (benefit brands vs. functiohal brands), two
different sorts of product portfolios (narrow product portfolio vs. broad product portfolio), -
and two different degrees of product innovativeness ;(RNPs vs. INPs). Similar to the two
previous studies, the order of the brands and the presenlied extensioﬁs as well as the anchoring
of the used scales were randomly changed within the questionnaires (Greenwald 1976; Judd, .

Smith, and Kidder 1991).

VI.1.3 Stimulus Selection

The; stimulus selection procedure for the third study was similar to .the procedure used in the
first study, with two exceptions: first, this time one of the extensions had to be a service rather
thén a product. Second, for the portfolio manipulation brands had to be identified that differed
regarding consumers’ associations with them and also revealed signiﬂcant differences in the
broadness of their underlying product portfolios.

Three stages of pretesting were hence conducted with the first pretest focusing on
identifying appropriate extensions for the manipulation of the RNP vs. INP condition in the
serﬁce category. The second pretest was then aimed at identifying appropriate brands for the
selected extensions serving the experimental manipulations regarding the brands’ product

portfolios as well as being comparable regarding participants attitudinal predisposition.
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Finally, Pretest 3 was again targeted at examining potential problems with the selected stimuli

before applying them to a greater audience.

VL 1.3.’.1 Pretest 1
Three academic experts in th;: field of services were asked to generate a list of services under
development that matched the previously discussed criteria. The three resulting lists were then
compared between Sl;bjCCtS. Services that appeared on at least two of the lists were considered
for further Eeéting. These services were tﬁen examined to ensure an .akin level of chronological
newness and‘ services that were already introduced into the marketplace such as laser-
supported eye surgery, supermarket home delivery services, ring-tone provider, and Botox
treatments éxcluded from further testing (Hoeffler 2003). Servicesrthat could not be coupled
in INP Vs. RNP pairs were als6 dropped from the list. As a result, only two pairs of services

were identified as appropriate for further testing: a new digital Pay-TV service vs. a highly

innovative digital home entertainment service, and a progressive life insurance vs. a radically

a

new deinsurance service.

Standardized ads for these services were dev_eloped, capable of preventing any kind of
potential bias in the study caused by the ads. The concept remained the same as in the
previous studies with the descriptions consisting of a brief paragraph listing two significant

attributes of the service and the corresponding benefit, as well as keeping constant the number

5
by

of times the service itself was mentioned. .Thjs déscription was accompanied by a picture,
which was, given the immaterial status of services, a decoder box for the entertainment
services and a contract for the deinsurance representing key elements of these services.

10 student subjects were recruited and asked to indicate their perceptions of these ads
regarding their overall evaluation (ffbm 1 = “dislike” to 7 = “like”), their favorability towards
the ad (from 1 = "unfavorable” to 7 = “favorable”), their difficulty to evaluate the service

based on the ad (from | = "very difficult” to 7 = “very easy”), their difficulty to generally
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comprehénd the ad (frorﬁ 1 = "very difficult” to 7 = "very easy’), and the realism of the ad
(from 1 = "very unrealistic” to 7 = very realistic™). |

The results revealed no significant differences b'etwccn the created advertisements for
the entertainment service pair (Favorability: ¢t = 937 p = .3_73; Evaluation: t = -1.406, p =
.193; Difficulty to comprehend: t = .818, p = .434; Realism: t = 1.103, p = .299; Difficulty to
evaluate: t = -1.868, p = .095) as well as for the insurance/deinsurance pair (Favorability: t = -
1.152, p = .279; Evaluation: t = -.514, p = .619; Difﬁcu‘ity to comprehend: t = 1.922, p = .087;
Realism: t = .612, p = .555; Difﬁcuity to evaluate: t = .176, p = .864). Hence the adequateness
of tlhe adverti.scment development was confirmed.

After having revealed the appropﬁateness of the ads, 15 rsubjects were asked to
indicate thei; attitudinal predisposition towards the presented seryices on three seven-point
bip(.JlﬂI‘ scales, including overall evaluation, likelihoo& to try, and per;:eption of quality. The
results, summarized in Table 21, revealed no signiﬁcanf differences between the presented
entertainment services (Favorability: =774 p = .452; Likelihood to try: t = -1.468, p = .164;
Quality: t = -1.193, p = .253) as well as between the pfoposed insurance/deinsurance services
(Favbrability: t =-.155 p = .879; Likelihood to try: t = .315, p = .758; Quality: t =-.180, p =
.860). Finally, participants were also asked to rate these services regarding their degree of
innovativeness. The results revealed that the new digital Pay-TV service (Ipay.Tv = 43.67) was
cvaiuatcd as significantly less innovative (t' = 3.839, p = .002) than the digiml home
entertainment service (Ipjgia Home = 71.00), and the progressive life. insurance (Irite Insurance=
42.33) was perceived as significantly less innovative (t'= 5.846, p = .000) compared to the
radically new deinsurance (Inginsurance = 70.67).

Last, it had to be ensured that participants had the same levels of uncertainty in their
evaluation of the presented services (Hoeffler 2003). Participants were therefore asked to
indicate how certain they were while evaluating these services (from 1 = “very uncertain” to 7

= “absolutely certain™). Only the new digital Pay-TV service vs. the highly innovative digital

¥
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home entertainment service passed this final test, because participants were equally certain in
their evaluation of the members of this pair (Uncertaintygrne = 4.13. vs. Uncertaintype= 4.07; t
= -.151, p = .882), while being significantly more confident in their evaluations of the
progressive life insurance compared to the radically new deinsurance (Uncertaintyrnp = 5.26
vs. Uncertaintypp= 4.27;t = 2.236, p = .042).

As a result, a new digital Pay-TV service vs. a highly innovative digital home
entertainment service were selected to serve as new extension cat.egory in the present study.

Table 21 summarizes the results of Pretest 1.

Table 21: Summary Pretest 1
Measures ' INP RNP Significance
] ' Innovativeness 43.67 71.00 t=13.839, p=.002
Service Pair | - .
Attitudes 5.13 4.87 t=.774,p=.452
‘Entertainment Difficulty to comprehend 4.90 4.60 t=.818,p=.434
Service vs. Perceived Realism 4.40 3.90 t=1.103,p =.299
D'TE‘;:ZL::;':E Difficulty to evaluate | 4.20 . | 510 | t--1.868,p=-.095
Uncertainty 4.07 413 t=-.155 p=.879
Innovativeness 42.33 70.67 t=5846,p < .001
Service Pair Il Attitudes 4.07 413 =-.155, p = .879
L Difficulty to comprehend 5.10 4.30 t=1.822,p=.087
Progressive Life - - -
Insurance vs. - Perceived Realism 4.30. 3.90 t=.612, p=.555
Desurance Service Difficulty to evaluate 4.20 410 t=.176, p = .864
Uncertainty 5.26 4.27 t=2.236,p=.042

VI1.1.3.2 Pretest 2

The aim of Pretest 2 was to identify appropriate brands for the selected extensions fitting the
experimental manipulations by (a) showing no significant differences in consumers’
attitudinal predisposition, (b) embedding significantly different associations, and (c) revealing
significant differences in the broadness of their underlying product portfolios.

To do so, a three-step procedure was necessary. First, a general list of suitable brand

names for the previously selected p_roduct!service pairs had to be identified. Second, these
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brands had to be ordered regarding their underlying brand portfolios. Third, they had to be
analyzed regarding subjects’ attitudinal preclispos.ition as well as, if possible, ordered and
paired following their different positioning stratcéies. | |

In the first step, 4 academics were interviewed as well as one focus group (N = 4)
employed to generate a list of 8 equally favorable and familiar brands that come to their mind
- when they think about these products and/or services. The results revealed an agreement of
61% between academics and the focus group. 16 brands were finﬁlly identified for further
pretesting (high technology category: Apple, IBM, HP, Sony, Intel, Dell, Toshiba, Fujitsu;
service category: Time Warner, AOL, Microsoft, Siemfl;ns, Saﬁsung, Sony, Yahoo, Google).

In the second step, 7 brand experts (4 marketing academics and 3. marketing
professionals) were asked to analyze and group these brands based on two dimensions (Aaker
2004; Dacin and Smith 1994; Meyvis and Janiszewski 2004), namely (a) the number of
products associated with the brand (from 1 = “1 product” to 5 = *> 20 produéts”), and (b) the
similarity between the products in the portfolio (frofn 1 = “very dissimilar” to 7 = “very
similar™). |

,.‘Based on the results of this assessment, Siemens, Sony, IBM, HP, Toshiba, and
Samsung were categorized.as brands with a broad product portfolio, and Apple, Intel, Time
Warner, AOL, Microsoft, Fujitsu, Yahoo, Google, and Dell wer..e chosen to embody the
brands with a narrow pro-duct portfolio. Statistical tests provided support for the significance
of the differences between these two groups (NIgroad Portiotio = 449 VS. NI'Namow Portfolio = 3.12; t =
112.364, p < 001 | Sitisoad portotio = 2.95 V5. SiffiNaro Portai ='5.23-, t =.18.427, p < .001).

In the third step, a éa:npie of 20 students was employed to test the selected brands
regarding consumers’ attitudinal predisposition, and to assess consumers’ associations with
these brands. Specifically, particii)ants wc;re asked to indicate their perception of familiarity
(from | = “not at all familiar” to 7 = “very familiar™), favorab'ilityr (from 1 = “unfavorable” to

7 = “favorable”), quality (from 1 = “low” to 7 = “high™), and prestige (from 1 = “not at all” to
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7 = “very much”) with these brands (Aaker and Keller 1990; Bottormley and Holden 2001;
Park, Milberg, and Lawson 1991).

Then, once again a free association task was used to scrutinize paﬁicipants’
associations with the presented brands (Brozniarzyk.and Alba 1994). Two coder, who were
unaware of the real purpose of the study, were asked to classify the outcomes into more
functional- or more benefit-driven associations. A comparison between the two coders
revealed an agreement of 69% regarding the classiﬁqat?ons of the associations.

4 pairs of brands were identified to be cspccieilly suitable fo_.r further testing. In the
high technology category, Apple (benefit brandy and Iﬁtel (functional brand} were selected to
incorporate the brands with a narrow product portfolio, while Samsung (benefit brand) and-
IBM (functional brand) were selected to embody the brands with a broad product portfolio.
The ratings, summarized in ‘Table 22, showed that subjcct_s held comparable attitudinal
predisposition towards these brands (F = 1.696, p = .208) and were equally familiar with them
(F = .729, p = .549), but significantly differed regardi_ng their associations with them (Assappic
— 1.60 and ASsamsung = 1.50 V5. ASSi = 115 and Asspy = 125/t = 3.036, p = 007).

In the servicc-s category, AOL (benefit brahd) and Microsoft (functional brand) were
chosen 1o incorporate the brands with a narrow product portfolio, while Sony (benefit brand)
and Siemens (functional brand) were chbsen to embody the brands with a broad product
portfolio. The results revealed the desired patterns.

Subjects’ attitudinal predispositions towards these brands (F = .995, p = 422) and
their familiarity with them were comparable (F = .750, p = .538), while their associations
showed significant differences (Asssoy = 1.50 and Assaor = 1.50 vs. AsSsiemens = 1.25 and
ASSMicrosort = 1.15 /t = -2.689, p = .014),

The results of Pretest 2 are summarized in Table 22.
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Table 22: Summary Pretest 2
Measures Apple Intel Samsuhg IBM Significance
Favorability || 5.33 4.87 4.60. 527 | F=.545,p=.481
High Quality | 4.35 4.75 4.35 4.50 F = 562, p = .648
- Technology
Brands | Stalus 4.65 4.70 4.80 4,55 F =.048, p = .833
Familiarity 4.20 480 - 4.00 440 F=1.800,p=.217
Measures AOL Microsoft Sony Siemens Significance
| Favorability | 3.83 4.07 460 | 4.27 F=1.280, p =.291
Service Qualty | 425 | 435 | 505 4.90 F = 1.455, p = .262
Brands Status 4.35 425 | 490 485 | F=.615p=.455
Familiarity 4.20 4.80 4.60 4.20 F=.900,p=.371

VL.1.3.3 Pretest 3

Once again a third pretest was conducted to test the chosen stimulus material before applying
it to a larger audience. 10 subjects (4 academics and 6 rstudents) were asked to test the
ai;;propriatcness of the selected stimu!i. The interviews were carried out face-to-face, based on
the designated questionnaire of the main study, including the selected stimulus material. The
informal feedback of thése interviews showed that questions and scales were easily

understood and that the true purpose of the study remained undetected.

~ VI.1.4 Procedure

The general procedure in this study resembled the orie employed in Study 1. Once again
participants were asked to complete a questionnaire as part of an intemational branding study.
by marking their answers on seven-point bipolar scales as well as by writing down their
thoughts in two thought listing tasks (for the complete questionnaire see Appendix V). The
main difference was that subjects in Study 3 were moreover asked to indicate their perception
of the broadness of the brands’ product portfolios by answering three questions regarding the
product portfolios (Dacin and Smith 1994). In average, participants needed about 25 minutes

to complete the questionnatre.
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VI.1.5 Measures
The set of questions was similar to the one used in Stu:_dy 1. Yet, the present study moreover
i.héluded a bat.tcry of questions dealing with the parént brands’ product portfolios.
Speciﬁcﬁ]ly,‘ alongside with the from Study 1 well-known constructs for the measurement of
consumers’ attitudinal predisposition, the measures assqssing the adequateness‘ of the stimulus
selection, as well as the constructs analyzing consumers’ perception of the presented brand
extension, participants had to answer three questions regarding the brands’ product portfolios.
They were asked to indicate (a) on a five-point scale their estimation of the number of
é_r(;ducts ir; the parent brand’s product portfolio (from 1 = “1 product™ to 5 = “>20 products”),
(b) on a seven-point scale (from 1 = “low variance” to 7 = *high variance™} their perception of
quality variance between the offered products of the p:;:ent brand, and finally (c) on a seven-
point semantic differential scale (from 1 = “dissimilar’; to 7 = “similar’”’) the similarity of these
products (Da_cin .and Smith 1994).

As Table 23 shows, Cronbach’s alphas of the .mu]ti-item measures were sufficiently

high; revealing the high reliability of the selected measurement tools.

Table 23: Reliability Checks of the Employed Multi-Item Measures

Measure/ltems : Reliability (Cronbach's Alpha)

Attitudes towards the Extension (7-point bipolar scales) a= .8499
Overall Evaluation ‘
Likelihood to try
Perceived Quality

Perceived Fit (7-point bipolar scales) a= .8049
Similarity
Complementarity
Logic
Skills

Attitudes towards the Brands (7-point bipolar séales) a= .8635

Overall Evaluation
Quality Perception
Status
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V1.2 Results

Analyses of variance (ANOV As) were used to assess the adequateness of the selected stimuli
as well as to test for the hypothesized effects. Moreover, a linear model was employed to
scrutinize the impact of a parent brand’s product portfolio on consumer evaluations of brand

extensions into RNPs.

VI.2.1 Mani’pﬁlations Checks

The manipulation checks, summarized in Tab]e'24 and 235, revealed results that were in line
with the findings of the earlier studies as well as l'he pretests. Regarding the degree of
innovativenesls of the chosen extensions, the outt,;omes of participants’ innovativeness ratings
showed that the subjects evaluated the wrist computer (Iwst compuer= 77.11) significantly more
innovative (F = 80.503; p < .001) than the ultra small laptop (Irspwp= 49.61), and the
entertainment service (jEntataiment: 75.17) significantly more innovative (F = 84.276; p <
.001) than the new djgita]. home TV service (Ipigia tv= 44.88).

'fhe test for the adequatenes; of the selected extension pairs concerning consumers’
perception of the difficulty to evaluate these extensions (from 1 = “difficult” to 7 = “easy”)
revealed no significant differences between the INP and the RNP within the high technology
pair (F = 2.246, p = .137), as well as no significant differences between the services within the
service pair (F = .160, p = .690). Similarly, subjects showed no significant differences
regarding their judgments of how uncertain they felt while evaluating the presented
extensions (high technology pair: F = .463, p = .497; service pair: F = .090, p = .765).

Regarding the appropriateness of the developed product descriptions and ads, the
results revealed no significant differences on the previously discussed dimensions between
the extensions in the high téchnology category (overall evaluation of the product description:
F = 822, p = .366; potential problems in understanding the product description: F = .159, p =

.691; perception of the ad’s complexity: F = .197, p = .658; difficulty to comprehend the ad: F
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=1.610, p = .207; evaluation of the degree of realism of the ad: F = 1.490, p = .225) as well as
no sfgniﬁcant differences for the scrvic.cs within the service category (overall evaluation of
the service description: F = 2.347, p = .128; potential problerns in understanding the service
description: F = 2,025, p. = .157; perception of the ad’s complexity: F = .046, p = .831;
difficulty to comprehend the ad: F = .874, p =.352; evaluation of the degree of realism of the

ad: F = .325, p = .570). Table 24 summarizes these outcomes.

Table 24: Summary Manipulation Checks - Products, Ads, and Descriptions
INP/ RNP/
Measures . Functional Beneflt Significance
Innovativeness 49,61 7711 | F=80.503, p <.001
e e mp
High Technology . |c!.1 ty to Eva ua.ne s . =2.246,p=.
- Product Pair Perceived Uncertainty |  4.06 3.87 F = .463, p =.497
PC Overall Evaluation 5.15 4.93 F=.822 p=.366
UPC vs. ™ — —
Wrist Computer  Ads& Understandjab:hty . 3.38 7 3.27 ‘ F= 159, p = 891
Descriptions Com_plexﬂy 3.62 . 3.75 F=.197,p=.658
Comprehensibility . 5.38 5.03 F=1610,p=.207
Realism 4.13 3.76 F=1.490,p=.225
Innovativeness " 44.88 75.17 F = 84.276, p < .001
Attitudes 4.59 . 470 F=.121,p=.720
Product .
Service Pair | Difficulty to Evaluate 425, 4,36 F =.160, p= 690
o " | Perceived Uncgertainty | 4.27 4,36 F=.090,p=.765
Entertainment "

Service vs. ) Overall Evaluation 5.18 555 F=2347,p=.128 .
Digita! Home Ads'& Understandability 3.56 3.97 F=2.025,p=.157
Television Descriptions Complexity 4.50 457 F =.046, p = .831
Comprehensibility | 5.24 5.46 F =.874,p=.352

Realism 4.36 4.52 F =.325, p=.570

Regarding the adequateness of the selected brands, the manipulation checks showed
no significant differences in participants’ favorability ratings in the high technology category
(F = .583, p = .447) as well as in the service category (F = 1.581, p = .262). Similarly,
participants evaluations of the brands’ quality (hiéh technology category: F = 2.056, p = .154;
service category: F = 1.300, p = .256) as well as their perception of the brands’ status (high
technology category: F = 1.387, p = .241; service category: F = 272, p = .603) revealed no

significant differences between the chosen brands. Finally, an analysis of participants’
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familiarity showed that participants were equally familiar with these brands (high technology
category: F = .158, p = .692; service category: F = 538, p = .465).

Next, participants had to indicate how innovative the presented brands are and what
they associate with these brands. Regarding the former, the results again revealed no
significant differences for the high technology brands (F = .838, p = .362) as wéll as for the
service brands (F = .148, p = .701). Regarding the latter, the outcomes also revealed the
desired pattern of results. In detail, the analysis of the previously discussed open thought
listings revealed that subjects had significantly more benefit associations (F = 27585, p <
.001) with Apple (Assappe= 1.40) and Samsung (Asssamsung= 1.38) compared to Intel (Asspyei=
1.18) and._Il.3M (Asspm= 1.02}, as well as significantly more benefit associations (F=6.125,p
= .015) with Sony (Asssey= 1.35) and Microsoft (Assmiceosor= 1.47) compared to Siemens
(ASSsiomens= 1.07) and AOL (Assaor= 1.14). ” |

Finally, it had to be ensured that the manipulation of the brands’ portfolio perception
was successful. Therefore, participants were asked to first estimate the number of products in
the portfolios of the presented parent brands, and then to indicate their opinion regarding the
quality variance as well as the similarity of the products .in these portfolios. The results
revealed the desired patterns. On the previously discussed 7-point scale, participants
estimated that the portfolios of Sony, Samsung, IBM, and Siemens include significantly more
products than the poﬁfolios of Apple, AOL, Intel, and Microsoft (F = 11.724, p = .001).
Regarding the quality variance between the product in the portfolios, the analysis revealed
that subjects evaluated th.e portfolios as having an comparable variance in the quality of the
included products (QVappe= 4.90, QVaoL= 4.64, QViue= 4.87, QVM;cmson-: 4.50, QVsony=
4.85, QVsamuung= 4.68, QVeM= 4.69 QVsiemens= 4.63; F = 1.086, p = .300).

Regarding the similarity between the products in the portfolio, it was revealed that
participants evaluated the similarity between the products in the portfolios of Sony (Simseny=

3.82), Samsung (SimSamsuné= 3.7?‘)3 IBM (Simpm= 3.88) agq Siemens (SiMsjemens= 3.60) as
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significantly lower (F = 6.948, p = .010) compared to the products in the portfolios of Apple

(Simapple= 4.75), AOL (Simaor= 4.87), Intel (Simpe= 4.74), and Microsoft (Simpicrosor=

4.72),
Table 25: Summary Manipulation Checks - Brands
. Apple Samsung Intel IBM Significance
Evaluation 4.58 503 | 485 | 4a0 F =2.090, p=.158
High Technology Quality "5.48 523 |- 520 507 | F=.791,p=.382
Product Palr Brands |_Sus | 529 | 515 | s 487 | F=1.180,p= 286
UPC vs. Wrist Familial’ity 4.16 4.82 447 4.26 F=1 487, P= .232
Computer Innovativeness]  5.37 5.24 ‘5.14 5.37 F=.185, p = 670
Portfolia 3.56 4.28 3.24 433 | .F=20.204,p <.001
AOL Sony Microsoft Siemens Significance
Service Pair Evaluation 4.83 5.00 ' 4.66 4.88 F = .409, p= 528
Quality 485 5.13 482 5.11 F = .325,p=.573
Entertainment | g, ds Status 490 | 514 5.03 5.00 F =.272, p=.603
Service vs. Familiarity 4.75 4.97 4.92 467 | F=.304,p=.585
D%:Iv::;?e Innovativeness| _ 4.47 4.62 466 | 456 | F=.158p=.692
Portiolio | 3.19 4.63 347 | 467 F = 52.942, p < .001
V1.2.2 Test of Hypotheses

This study had two major aims: first, it analyzed the possible impact of .a parent brand’s
product portfolio on consumer evaluatipﬁ_s of brand extensions into RNPs. Second, it was
aimed at reﬁlicating the results of Study 1. Regarding the latter, the outcomes showed that
participants’ responses indeed followed the same pattern of behavior as the one observed in
Study 1 as long as the proposed extension was a product. However, when the extension was a
service almost none of the effects observed in Study 1 were replicated.

As Figure 10 reveals, regarding Hypothesis la it was obsérved that participants in both
categories evaluated the extension into a RNP less favorably than the extensions into a INP
(high technology category: Ewrist compuer= 4.27 V5. Epapiop= 4.76; service category: Egneertainment

service= 4.36 vs. Epigial Tv= 4.66). Yet, only the difference in the high technology category was
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significant (F= 5.591, p = .020), while the difference in the service category was not (F =
1.269, p = .262). Thus, Hypothesis 1a was only supported in the high technology category.
‘The analysis of subjects’ fit evaluations revealed similar outcomes. Again the results
of Study 1 were replicated in the high involvement cat:egory, with participants evaluating the
RNP extensioh (Fitrnp= 4.69) as significantly less ﬁtt;ng (F = 5.893, p = .017) compared to
the INP extensi.on (Fitmp='_ 5.13). However, in the service category no significant differences

in subjects” fit evaluations of the INP (Fitpyp= 4.22) and the RNP (Fitgnp= 4.52) was found (F

=1.342,p= .24§). Hypothesié 1b was hence (;nly supported in the high technology category.

Figure 10: Results Hypothesis 1a and 1b across Categories
Attitudes Hypothesis la
Attitudes towards the
55 - . Extension
——-== High Technology
5.0 - ---~ Service
4.5
4.0
3.5 . Innovativeness
INP ! RNP ]
60 Fit Hypothesis 1b .~
. Fit Judgment
55 — High Technology
5.13 ====- Service
5.0 1 \
4.69*
4549 L aaeee- - 452
422 ======"TTTTT
4.0
35 Innovativeness
INP ' RNP !
"' *Significant differenée atp < .05 _I ok Signi—ﬁcant difference at p < .01
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As Table 26 shows, only the analysis of the transferred information revealed similar
results in the different categories. In the high technology category, subjects recalled
significantly more attributes when they had evaluatéd the laptop compared to the wrist
computer. (F = 10.261, p = .002). And in the servir;e category, subjects also transferred
significantly more attribute information from the parent brand to the extension if the
extension was a‘INf (F = 12,518, p = .001). Consequently, Hypothesis 1c was Supported in
both categories and hence the results of Study 1 regarding participants’ transfer of

information replicated.

Table 26: ANOVA Results — Hypotheses la-c

H1a Sum ot Mean

squares| % | square | F |Sionificance
Product | E Betwesen Groups | 7.248 " | 1 7.248 |5.501 .020
v within Groups | 158,153 | 122 | 1.298
Palr | Eunstcompuar Totat 165.401 | 123

Betwzen Groups |  2.569 1 2.569 |1.269 262

Servi Er vy |
. service | SPayTvvs. within Groups | 236.948 | 117.| 2.025

Pair Ecentartainment Total | 530,505 | 118
Sum of Mean .
Ht
b Squares dt Square F ]Significance

Betwean Groups | 5.846 1 5846 |5.893 017
within Groups | 118.033 | 119 992
Total 123.878 | 120
Between Groups | 2.577 1 2577 |1.342 249
Within Groups | 215.177 | 112 | 1.921

Product F"Laplnp vs.
Pair F"Wrisl Computer

Service | Fitpayrvus,
Pair FitEnlaﬂahmsnt

Total . 217.754 | 113
Hic Sumof |y | Mean | £ Igignificance
Squares Square

Between Groups |  1.684 1 1.684 }10.261 002
Within Groups 12.803 78 164
Totat 14487 | 79
Betwaen Groups | 2.191 1 2.191 |12.514 001
Within Groups 12.253 70 175
Total 14444 | 7

Product TranSferLAptop vs.
Palr Transfery, Computer

Service | Transferpy vy,
Pair Transfercyenanmen

These divergent outcomes found their continuation in the testing of the in Hypotheses
2a-d proposed effects. In the high technology category subjects evaluated the extension into
the wrist computer significantly more favorable when the parent brand was a benefit brand
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(EBcacri= 4'.89) compared -to a functional brand (Epuncionai= 3.81), hence supporting Hypothesis
2a (f‘ = 14.756, p < .001). Yét, if the extension was from a service category, no significant
differences in participants” evaluations were found (F = 452, p = .504). They evaluated the
proposed revolutionary entertainment service only slightly more favorable if the parent brand
- was a benefit brand (Egeqern= 4.53) compareci to the case when the parent brand was a

functional brand (Erunaiona= 4.28). Figure 11 visualizes the different outcomes.

L

Figure 11: Results Hypothesis 2a — Attitudes towards RNP Extensions Across Brands

Attitudes
— High Technology

55 4 - === Service
5.0 o

4.89**
4.5 -
4.0
3.5 - ) Brand Associations

Functional Brand . b Benefit Brand l

* Significant difference at p < .05
#* Significant difference at p < .01

Hypothesis 2b, whi:ch hypothesized that if the parent brand is a benefit brand, brand
extensions into RNPs will result in significantly less attribute transfer, was also only
Supportcd in the high technology category (F = 6.808, p = .013). In the service category,
participants’ transfer of attribute jinformation was not significantly affected by the parent
brand’s positioning (F = .062, p =-.805). |

Finally, Hypothesis 2c was tested. Since no support for the effects proposed in
Hypothesis 2a were found in the service category, testing for Hypothesis 2c, which postulated

that the in Hypothesis 2a proposed positive effect of using a benefit brand over a functional

140

i



brand as the parent brand on consumer evaluations is significantly moré positive for brand
extensions into RNPs than for brand extensions into INPs, was superfluous. In the high
technology category, the findings replicated the results of Study 1. The outcomes shov-v'ed that
participants evaluated extensions into INPs significantly more favorably (F = 4.866, p = .033)
when the used parent brand was a functional brand (Erunciona= 4.96) compared to a benefit
brand (Epeneie= 4.32). If the parent brand was a benefit brand (Epen.r= 4.89), participants
evaluated brand extensions into RNPs significantly more faV;orable (F = 14.756, p < .001)
compared to a functional brand (Epynciiona= 3.81). Thus, Hypothesis 2¢ was supported in the
high technology category. Table 27 summarizes the results of testing for Hypotheses 2a

through c.

Table 27: ANOVA Results - Hypotheses 2a-c

H 2a Sum of Mean

Squares df | square F |Significance
Between Groups { 19.115 1 19.115 |14.756 .000
E
Prgd."':t Laptop vs. Within Groups | 84.202 | 65 | 1.295
air | Buwnstcompter Total 103.317 | 66
Service E : Between Groups |  1.148 1 1.148 | .452 .504
h PayTVvs. Within Groups | 159.940 | 63 | 2.539
Pair EEnterta_inment Total 161.087 64
Sum of Mean oy
H 2b Squares dr Square F [Signiticance

Between Groups | 1.459 1 1.459 16.808 .013

Product | Transfer
oduc Laptop vs. Within Groups - | - 8.141 38 214

Pail’ Tl‘ansferwﬁst Computer

Total 9.600 | 39
Service | Transterca,tv.s, B:::’;:"G(::g;:s ‘5{1;464 311 (21; g 062 805
Pair Transfercoenanm . .
Enterlainment, Total 8.061 30
H2c Sum of df Mean F |Significance
Squares Square ,

Between Groups |  3.836 1 3.836 |[4.866 .033
Within Groups 30.744 39 .788
Total 34.580 40

Product EFuncﬁonal Brand va.
Pair EBenefn Brand

The second major aim of Study 3 was the analysis of the impact of the parent brands’
product portfolios on consumer evaluations of extensions intg RNPs. Since the analysis of this
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sort of extensions into services has revealed no effects, it was decided to focus the analysis on
the high technology category. Hypothesis 4 proposed that the favorability of consumer
evaluations of RNP brand extensions will be positively related to the breadth of the parent

brands’ product portfolios. As Figure 12 reveals, the results supported this reasoning.

Figure 12: Results Hypothesis 4 — Attitudes towards RNPs across Brand Portfolios

Attitudes High‘Technnlogy Category
Laptop vs. Wrist PC
5.5 - 5.50*
5.0
4.5 .
- - 438*
4,16 T
40 4 P
. P - Benefit Brand
35 + e - - === Functional Brand
37 -°7
‘ ’ Portfolio Breadth
Narrow Portfolio ‘ ! Broad Portfolio :

* Significant difference at p < .05
** Significant difference at p < .01

In detail; pafticipants evaluated the proposed extension into a wrist PC significantly
more favorable (F = 26.218, p < .001) when the parent brand was Samsung (EpcncfivBroad=
5.50), representing a benefit brand with a broad portfolio, compared to Apple (EgenerivNarrow=
4.16), embodying a benefit brand with a narrow portfolio. Similar outcomes were observed
with functional brands as parent brands. Specifically, subjects’ ratings of the wrist PC were
significantly more favorable (F = 12.447, p = .001), if the parent brand was IBM
{Erunctionu/Bread= 4.38), incorporating a functional brand with a broad portfolio, compared to
Intel (ErpncionaNarow= 3.17), represent.ing a functional brand witﬁ a narrow portfolio. Table 28

reveals the details.
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Table 28: ANOVA Results — Hypothesis 4

Sum of

Mean
H4 Squares df Square F Sig.
Soneit Narrowvs. | Between Groups | “14.869 | 1 | 14.869 [26.218( .000
Brand Eqwnist Gomputer - Broad Within Groups | 17.582 | 31 | .567
Portfolio Total 32451 | a2 |
Functional| Narrowvs. | BetweenGroups | 14.024 | 1 | 14.024 |12.447( 001
Brand Evist Computer Broad Within Groups 40,561 36 | 1.127
Partfolio Total *54.585 | 37 |-

Moreover, a linear model supported this reasoning. It revealed that only the parent
brand’s associations (F = 6:133, p = .013) as well as the parent brand’s portfolic broadness (F .

= 6.909, p = .017) had a significant impact on consumer evaluations of the wrist PC, while

classic favorability indicators such as the fit between the extension and the parent brand

stopped short of explaining participants’ evaluations (F = 1.327, p = .268). Interestingly, the

analysis also revealed an only slightly insignificant positive interaction between the parent

brand’s portfolio broadness and its associations (F = 3.313, p = .085), supporting the present

argumentation that a broad portfolio might be helpfu] in abstracting a brand’s associations.

Table 29: Linear Model — Hypothesis 4

Dependent Variable: Consumer Evaluations

[

Source Type Ill Sum of Squares df | Mean Square F Sig.
Corrected Mode! 83,587 © 44,000 | - 1,900 2178 | 034
Intercept 729,986 . 1,000 729,986 836,907 | .000
ASSOC * PORTFCL 2,890 1,000 | 2,890 3,313 .085
ASSOC * FIT_HT 7,965 8000 | 0,99 1,141 | 382
PORTFOL * FIT_HT 5,930 8,000 0,741 0,850 572
ASS0OC ) . 5,3.‘_39 1,000 5,349 6,133 .023
PORTFOL 6,026 1,000 6,026 6,909 017
FIT_HT " 25471 22,000 1,158 1,327 .268
Error 16,573 19,000 0,872
Total 1284,667 64,000
Corrected Total 100,160 63,000
R'= 835
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VL3 Discussion

Study 3 had two major aims. On the one hand, it was aimed at answering the question of how
a parent brand’s product portfolio characteristics may moderate consumers’ use of analogical
learning processes in brand extensions and hence influence a brand’s ability to extend into
RNPs. On the other, it was aimed at replicating the results of Study 1 with different brands as
~ well as with services as a new extension category, hence enhancing the external validity of the
present dissertation’s findings. |

Regarding the former, the present analysis was intended at extending the findings of
Study 1, which has focused itself on testing brands with comparable product portfolio. By this
means, it has neglected the potential _impact of differences in the broadness of the brands’
product portfolios on the herein examiﬁed extensibility into RNPs. However, since today’s
brands are most often affiliated with a portfolio of diverse products or services, the influence
of a parent brand’s product portfolio on its. extensibility into RNPs deserved some further
_ -elaboration in Study 3.

The results of the present analysis supported this reasoning. They revealed that
participants indeed rated extensions into RNPs more favorably if the underlying parent brand
had a broad brand portfolio compafed to the case when the parent brand had a narrow product
portfolio. It was also shown that participants cvaiuating an extension from a parent brand with
~a broad portfolio transferred significantly less attribute information than their counterparts
evaluating the same extension from a parent brand with a narrow portfolio.

Regarding the latter, however, the findings were mixed. While the results in the high
technology category resembled the results of Study, the results in the service.category did not.
In more detail, for the high technology category the results basically replicated the findings of
Study 1: participants evaluated brand extensions across all presented extensions -more
favorable for INPs compared to RNPs. The analyses of participants’ perception of fit between

the extension products and the parent brands showed that RI\IPS were indeed evaluated as less
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fitting than INPs. And the analysis of the ﬁansferrcd information revealed that one of the
main reasons for this outcome was a lack of at;ributc- similariiy between the two entities.
Regarding the potential impact of brand associations it was shown thag partic'ipants evaluated
brand extensions into RNPs as well as the underlying fit between the extension product and
the brand more positive if the parent brand was a benefit brand rather than a functional brand.
And the an_alysis of participants’ processing behavior revealed -that participants, who
evaluated a brand extension ilnto a RNP with a bcncﬁg brand as the parent brand, engaged in
significantly more aﬁalogical processing compared to part;icipftmts, who evaluated the same
brand extension with a functional brand as the parent brand (Hypothesis 2c}. In doing s0, the
benefit brands were agafn capable of overriding the lack of fit on the classic fit dimensions by
inducing analogical learning processes into consumers’ minds.

In the service category, however, the pattern of results revealed a different picture:
first, subjects’ evaluations of brand extensions in this category were equally favorable for
INPs and RNPs and hence stood in contrast to the previously postulated view that RNPs’
inherent distance to thei;' parent brand may lead to unfavorable outcomes in consumers’
evaluations. Second, the differences of participants’ judgments of the extensions’ fit were not
significant between the INS and RNS, contradicting previous research’s proposition that INS
will have significantly lower fit scores. And third, the analysis of the transferred information
aiso revealed a high similarity regarding the transferred information. Consequently, the
question appeared, what is so special about service cxtensions? |

The analys;is of the tran;sferred informatton points to a possible answer to this question.
As seen in the literature review of analogical learning _theory, one¢ of the characteristics of
analogical learning is that it needs to be activated, because consumers intuitively rely on
categorization effects when they learn about new products (Gick and Holyack 1980; Gregan-
Paxton and Moreau 2003). In the present study, as long as the extensions had been products,

participants followed this pattern of behavior and indeed relied on cate gbrization effects when
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they evaluated the herein présentcd extensions. However, in the case the extensions were
services, a different pattern of behavior was observed. Participants suddenly evaluated radical
. service innovations equally favorable than their incremental counterparts. They percetved
both groups as equally good fitting. And they transferred the same information, i.e., despite
. theory’s predictions, analogical learning has taken place withou‘t the specific activation-by a
benefit brand.

Therefore, the central question in the present context has become what happens if the
object of interest activates the analogical learning processes without the help of a benefit
‘brand or the like. This means what happens if the objet;t has a stimulating character per se and
invites the subject to pay attention to its relational aspects. Appafently in the present context,
the activation was necessary if the extension was a product and unnecessary if the extension
was a service, So, what could be the essential difference between these two groups?

Taking a closer look at the most common chéracteristics of these two groups of
extensions gives a hint of the underlying processes that may have caused these differences. It
appears that the product has a more functional, material character while the service has a more
relational, immaterial character. And this exactly means that consumers, when analyzing an
extension into a service, cannot rely on a material object but have to think about what this
-immaterial good does for them, i.e., how it relates- to them. And this may have automatically
activated the analogical learning processes in the present case, which would explain the non-
significant differences between RNPs and INPs in this category.

The data supports this reasoning. As mentioned earliér, one of the most effective ways
to analyzé consumers’ learning preferences is to scrutinize the processed information. In this
study, it was revealed that in the case if the extension was a product, people transferred more
functional information and neglected the relational aspects. However, in the case if the
extension was a service, this difference was not detected, pointiﬁg to the fact that there were

no significant differences in subjects’ learning mechanism for the INP and the RNP, hence
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supboﬁing the present reasoning. Similarly, while participants evaluating the fit between the
parent brand and a product extension showed sign_iﬁcant differences in their evaluations of the
RNP compared to the INP, such a difference was not found when the extension as a service.
In sum, the outcomes of Study 3 revealed'[hre; key findings: first, the findings of the
present - dissertation hold across different brands and extensions categories if the extension
object is a product. Second, they do not hold for extensions into services. Finally third, the
broadness of a parent brand’s product portfolio has a significant positive impact on

participants’ evaluations of brand extensions into RNPs and hence can be indeed a key factor

when it comes to the success potential of these extensions.
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Chapter VII: Conéluding Section

As mentioned in the introduction to this work, today the importance of brands is
undisputed in companies as well as in academic literature, Ever since Aaker (1996) and
several other researchers in the ficld of branding have unveiled the real value of a brand to a
broader audience, then;. is an ever-increasing awareness that an established brand can be one
of a company’s most valuable assets (Buchanan, Simmons, and Bickart 1999; Keller 1993;
Park and Srinivasan 1994). Consequently, a signi%lcant body of research has developed
around the issue of how a company can fully leverag,e the potential of this asset. A key focus
has been on the queétion of how fz.xr a brand can be stretched (Bottomley and Holden 2001).

The fundamental insﬁght to arise from these past efforts is that consumer’s perception
of similarity and resemblance bet_wecn the parent b;and and the extension product is the
crucial determinant for thé success of brand leveraging strategies. This is because, following
previous research, it is finally the product’s classification as a member of the parent brand’s
category that determines the essential Lranéfer of knowledge between the two entities, which
then significantly impacts consumers’ ‘reactions to the extension (Aaker and Keller 1990;
Keller and Aaker 1992; Park, Milberg, and Lawson 1991).

Influencing brand theory and the field over the past decades? this central proposition of
brand research has been bad news for growth-on'entedg managers, because it has suggested that
only extensions that are close to the parent brand are fruitful growth opportunities. The herein
discussed radical innovations, in contrast, have been assumed to be rejected by brand-driven
growth approaches, because they are by definition like not_hihg consumers may have seen
before and hence c.an.not be categorized as being close in proximity to the parent brand’s
product category. Thus, following previous research, this makes them unlikely to benefit from

any affect spill-over from the parent brand and hence unattractive growth opportunities

(Aaker and Keller 1990).
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The question yet remains, if this insight from brand research is really accurate how
could one possibly explain the previously mentioned highly successful examples of RNP
extensions? How can an iPod introduced by Apple become the market leader in portable
music devices, even though the company is ultimately knou}n to be a computer maker? How
-can a consumer electronics producer like Bang & Olufson be so successful with a medical
innovation like the Insulin pen? And why is Virgin, a company that originated from the music
industry, conquering space with a travel service that does not even exist yet?

Clearly, there appears to be a discrepancy between theory and field regarding the
question of how far a brand can be extended. All of the herein presented examples have
indicated that brand extensions into RNPs can be m(t)re rewarding as brand theory has so far
suggested. As a result, more research on a brand’ls‘ extensibility into RNPs was needed.
Consequently, the primary aim of this disseﬁaﬁon has been to cast new light into this
impending question by analyzing Qrand-dﬂveﬁ growth strategies into RNPs. Starting from a
_comprehensive analysis of existing literature on brand leveraging strategies as well as extant
theory on RNPs, this work started with an assessmen;_: éaf the current status quo. Based on this
analysis several hypotheses were generated as well as a new learning paradigm introduced.
Three studies were conducted, representing the first empirical examinations of brand-driven
,grow;}} strategies into radical innovations.

The purpose of this concluding section now lies in summariziné the results of these
efforts. The following paragraphs will thus sum up the outcome of the theoretical discussion
as well as present the results of the empirical part of this work. Theoretical and practical
implications will be highlighted before possible limitations and future areas of study will be

discussed. Finally, a brief conclusion will recapitulate the findings.
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VII.1 Overall Discussion

The findings of this dissertation arise, broédlymspeaking, from two areas: first, a
comprehensive discussion of theofy, which assessed today’s accepted pracﬁces of brand
leveraging strategies in the light of radicai innovatlions and reviewed latest developments in

consumer learning theory. Second, the results of -three empirical studies, in which the

theoretical assumptions and hypotheses of this work were tested.

VII1.1.1 The Theoretical Analysis

As the literat_lir.e review has revealed, a considerable amount of research has been conducted
around the issue of how far a company can successfully leverage its brand. One of this work’s
opening tasks was therefore to examine whether the outcome of those fesearch efforts are
capable of dealing with RNPs. '

Certainly on the positive side of this ana]ysis, lies the fact that research on brand-
driven growth s&ategies as well as radical innovatiqns is today regarded as one .of- the top
priorities in ‘marketing academia. This means that these ﬁcld-s do not only offer rich guidelines
for the present analysis, -but also allow this argumente_nﬁon to be built on an exceptional solid
theoretical foundation. ' ’

With research interests ranging from consumerl_qvaluations of brand extensions (Aaker
and Keller 1990; Brozniarzyk and Alba 1994; Dacin and Smith 1994; Keller and Aaker 1992;
Park, Milberg and Lawson 1991) to context effects of brand alliances (Levin and Levin 2000;
Simonin and Ruth 1998) as well as the assessment of potentially haﬁnﬁl éffects of leveraging
strategies on parent brands (Gﬁrham-Canli' and Maheswaran 1998; Loken and Roedder John
1993; Rao, Qu,land Rueckert 1999), the examination of brand-driven gr.owth strategies has

been one of the most dominant streams in marketing research for the last decade (Bottomley

and Holden 2001; Klink and Smith 2001; Lane 2000; Meyvis and Janiszewski 2004). As a
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result, today’s brand theory offers rich insights {nto cognitive as well as emotional aspects of
consumers’ reactions to brand leveraging strategies.

Research on radical innovations on the other hand, has recently occupied top positions
in the annual research priority lists of the leading marketing research institutes. With the ever-
accelerating pace of technological change pushing an increasing number of highly innovative
product introductions into the inarket, awareness about the importance of research on these
type of innovations in marketing,‘issues has t}remendously increased over the last years
(Gregan-Paxton, Hibbard, Brunel, and Azar 2002; Hoeffler 2004)..T0day, topics span such
diverse issues as consumer reluctance towards adaptation (Aggrawal, Cha, z.mdl Wilemon
1998; Mahajan, Muller, and Bass 1990), difﬁcultiés in pre-market forecasﬁng {(Hoeffler
2004), as well as consumer knowledge developmen.t ébout these prodﬁcts (Gregén-Paxton,
Hibbard, Brunel, and Azar 2002; Urban, Weinberg, and Hauser 1996). Clearly, even though
research on radical innovations has: only started to pick up, .the already existing studies with
their findings regarding cons;lmers’ reactions to RNPs offer a sufficient basis for the present
analysis.

With both underlying fields being regarded as top research priorities and subject to
numerous empirical examinations, this dissertationjcould build its argumentation on an
exceptionally solid theoretical foundation. From 1inf01:31;1aﬂon processing aspects (Anand and
Sternthal 1990; Cohen and Basu 1988; Reddy, Hjo]ak, and Bhut 1951) to information
selection issues (Alba and Hutchinson 1987; McGill and Anand 1989), from cognitive
elaboration (Petty and Cacioppo 1986, Nisbett and Ross 1988) to emotional impact (Bagozzi,
‘Gopinath, and Nyer 2004; Holbrook and Hirschman 1982), from high involvément buying
decisions to impulsive buying behavior (Furse, Punj, and Stewart 1984), the present reasoning
could rely on rich methods and guidelines in two extensively rescarchéd fields in marketing.

However, on the negative side, it has to be stressed that despite the large amount of

research on brand leveraging strategies and the classit_“%%ation of RNPs as top research
i B ‘ Tee ‘*".‘.\’-' .
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priorities, no attempts have so far been made to bring these two research streams together. In
doing so, it has been implicitly suggested that the existing brand theory can be adapted one by
one td the RNP field and that hence no tatlored -propositions of how to handle radical
innovations in the context of brénd-dr_iven growth strategies are needed.
To recall, the central idea behind le\;eraging an existing brand into a 'new product has
‘been that consumers learn about an extension by using their existing knowledge of the parent
brand. By doing so, they are assumed to transfer their associations and affect with the brand to
the extension based on the belief that the latter is a member of the brand’s category. The
underlying lgaming paradigm to explain this behavior has been categorization theory, which
proposes that the knowledge transfer between the pérent brand and the extension primarily
| depends on the level of product fit between these two entities: i.e., if an extensions is regarded
as fitting, it wili be categorized in the parent braﬂd’s category. And onlyA if it is categorized in
the parent brand’s category, can kx_mwledge.be transferred between the two entities (Aaker
and Keller 1990; Cohen and Basu 1§87).
Radical innovations are by definition non-ﬁtéing in this classic sense, because. they
~tend to defy straightforward classification in existingf[:mduct categories (Gregan-Paxton and
Mofeau 2003). As a result, today’s theory has‘suggésted to neglect this type of innovation
when it comes to brand-driven growth strategies aqd to:focus efforts on incremental and
hence fitting extensions (Aaker and Kcller 1990; Smith and Andr_cws 1995). However, by
doing so, brand theory has nurtured a strong tendency towards incrementalism in the field,
putting stringent restrictions on companies’ growth ambitions by preventing them from
exploiting the full continuum of growth opportunities (Lane 2001; Smith and Andrews 1995).
In general, there is nothing wrong about launching incremental new products under an
existing brand name into the markgﬁ)}ace. Modest improvements of existing products and
services have often generéted solid revenues (Reddy, Holak, and Bhut 1991). Yet, it is the

exclusive focus on this side of the innovativeness continuum paired with the complete neglect
- < T TR .
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of the other side that has to be questioned. Given that recent studies have indicated that it
might be radical innovations which can give companies a competitive advantage and hence
the opportunity to stay healthy and grow throughout the years, to ignore this sort of
innovations in brand-driven growth strategies is likely to result in shortcomings and lead to an
environment in which the biggest innovations will be rejected for an existing brand despite
the company’s need for innovation (Christensen 2002; Hamel and Getz 2004; Nalebuff and
Ayres 2063; Slywotzki and Wise 2002).

So, why.not simply overcome this deficiency of brand theory by adapting today’s
branding guidelines to Fhe réquirement‘s of .r'adicalz innovations? Why not simply modify
existing brand theory, so that it can cope with all alternatives along the innovativeness
continuum? Put succinctly: it is not possible based on.the ex{sting theoretical ﬁnderpinnings.

In detail, as mentioned earlier, at the very core;: of today’s brand leveraging theory is a
learning paradigm that explains learning as a by-préduct of the way consumers categorize
information: categorization theory (.Cohen and Basu 1987). It suggests that consumers cope
with the daily information load by categorizing _the incoming information in existing
categories in their minds, using their obtainable knowledge to facilitate learning about the
new stirr;uli. Thus, the central prércquisite' for categorizatioﬁal leamihg is that the new stimuli
are perceived as similar to an existing category in a consumer’s mind. This similarity is
determined in the mapping stage of the Icarning process, in which it is decided whether
already existing knowledge can be transferred from t;he famiiiar base to the target (Gregan-
Paxton and Roedder John 1997). And here lies one o;i:' the main problems of existing theory:
with its focus on a literal similarity comparison at this stage, today’s theory is unable to
expl‘ain learning bet;vegn disparate knowledge stmcturcs‘ and hence to deal with RNPs.

Considered in more detail, cétegorization theory proposes a consumer learning that
maximizes within category similarity and minimizes between category similarity based on

attributes and relations. As a resgl%, categorization theory fgyors knowledge transfer between
KL - e TRT
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categories that are close to each other and rejects consumer learning between categories that
are rather distant to each other. RNPs, however, are by definition distant, because they are
like nothing consumers may have seen before and hence tend to defy straightforward
classification in any existing category (Aaker and Keller 1990; Gregan-Paxton and Roedder
John 1997; Keller and Aaker 1992; Park, Milberg, and Lawson 1991). Consequently, despite
several contradicting examples in the field, categorization theory denies any significant

learning effects between brands and this type of extensions, because it simply cannot explain

" them. Brand practice has hence relied on a learning paradigm that is, by definition, not

capable of dealing with them. Therefore, it is likely that today’s theory stops short in
providing an adequate theoretical framework to explain these type of innovations.

In sum, this work has reviewed the dominant theoretical guidelines of how a
successful extension should look like. On the positive side of this analysis, it has been
revealed that the present dissertation can build on literature in one of the richest research
streams in brand management and addresses with RNPs one of the current research priorities
in the marketing field. On the negative side, however, it has been shown that, despite the
considerable amount of research on brand leveraging strategies, no attempts have so far been
made to analyze RNPs in this context. Moreover, it has been revealed that today’s brand
guidelines have been developed based on a learning paradigm that is incapable of explaining
knowledge transfers between disparate structures. Thus, previous research has not only left
this dissertation .without any customized suggestions of how to handle radica]‘innovations in
the context of brand-driven growth strategies, but also with a.learning paradigm that is, by

definition, unable to explain brand leveraging strategies into RNPs.

VII.1.2 The Empirical Results
This dissertation has presented the results of three studies. Study 1 tested today’s conventional

brand management wisdom in the context of radical innovations and examined the impact of
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certain brand asso_ciatiops on a ‘brand’s extensibility into RNPs. Study 2 broadened the
empirical analysis to also include co-branding strategies, hence_ analyzing the potential of
coupling a brand with another brand in the context of RNPs. Study 3 replicated the results of
Study 1, extended the field of study to radical servicc.s, and moreover examined the impact of
product portfolio breadth on brand-driven growth stra'tegies-into radical innovations.

Considered more closely, the aim of Study 1 was first to empirically analyze current
brand management’s proposition that brand ex_tensioﬂ_s into RNPs will generally be evaluated
less favorably than extensions into INPs. Second, the study scrutinized if differences in
evaluation can be explained by a perceived lack of fit as well as a significantly lower transfer
of attribute information between the parent brand and the extension as suggested by previous
| research (Aaker and Keller 1990; Cohen and Basu 1987). Third, the impact of different brand
associations on the outcomes was assessed. And fourth, participants’ information processing
behavior and learnil;g preferences were scrutinized.

Six extensions ranging from incremental innovations incltiding a state-of-the-art
mobile phone, an innovative sports car and an ultra small laptop to radical innovations
including a PDA/mobile phone watch, a futuristic mobility concepts and a revolutionary wrist
PCs were analyzed for .six different parent brands with Apple, Nokia, and Mercedes
incorporating the benefit brands and IBM, Siemens Mobile and BMW incorporating the
functional brands. ’ ’

At a first glance, the results appeared to support previous research’s central
propositions: participants indeed evaluated RNP extensions less favorably éompared to their
INP counterparts, th1e underlying fit perception was worse for the former compared to the
latter, and subjects also transferred significantly less attribute information for the RNP
extensions compared to the INP extensions.

Yet, a more differentiated analysis of the outcomes, that acknowledged differences in

participants’ associations with the parent brands, showed that previous research’s propositions
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may have been too rudimentary to reflect all facets of brand-driven growth and RNPs. This is
because after the outcomes were divided into two groups based on participants’ associations
with the underlying parent brands (benefit brands vs. functional brands), the analysis revealed
a different picture. The pattern of results now showed tﬁat the previously discussed
differences between RNP extensions and their INP counterparts disappeared if the parent
brand was a benefit brand. Clearly, these divergent oﬁtcomes in the two groups indicated that
the parent brand’s positioning may play a so far neglected yet decisive role in the present
context.

To further investigate this phenomenon, a closer look at consumers’ learning
preferences as the main determinant in consumer evaluations of brand extensions was
necessary.. Two of the most important indicators of consumers’ learning preferences were
analyzed, the transferred information and participants’ fit perceptions (Gregan-Paxton and
Moreau 2003). The results of this analysis revealed that participants’ learning preferences
indeed changed dependent on the parent brand’sporsitioning. It was observed that subjects
who evaluated a RNP extension based on a benefit parent brand transferred significantly less
attribute information between the two entities, compared to the case when the parent brand
was a functional brand. Moreover, participants also evaluated the presented RNP extensions
as significantly better fitting if the underlying parent brand was a benefit brand. Both
outcomes indicated that participants no‘morc evaluated the similarity between the two entities
based on attributes and relations as proposed by cﬁtegorization theory, but rather solely basc&
on relations as proposed by analogical learning theory (Gregan-Paxton 2001).

- These findings stood in contrast to existing research which has suggested that
extensions into RNPs are very likely to be evaluated less favorably than their INP
counterparts (Aaker and Keller 1990). Moreover, they challenged the supremacy of
catggurization effects as the predominant learning paradigm in brand extension research

(Bottomley and Holden 2001) and hence indicated that the similarity between an extension
~': . oL ji:f )
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and its parent brand might not always be a sufficient predictor of consumer reactions to a
RNP extension. The parent brand’s positioning mhy play an equally crucial role in this
context.

Study 2 was devoted to the assessment of a second, strongly emerging brand
. leveraging strategy: co-branding. Starting point of reasoning in this studj' were the findings of
Study 1 regarding the beneficial impact of felational associations. The main purpose of Study
2 was to analyze the question whethér the presence of a second. brand might be capable of
adding relational associations to a parent brand, whic}h initially lacks these associations. The
. motivation herein was to understand whether and-i: how different combinations of brand
associations within a co-branding effort may impact consumer evaluations. of brand
extensions into RNPs.

The results showed that participants’ associations with the brands in the alliance
indeed had a significant impact on consumer evaluaiions of the presented RNP extensions.
Specifically, it was revealed that brand extensions into RNPs were evaluated more favorably
if the underlying brand alliance included at least one benefit brand. In addition, the concrete
impact of adding a benefit brand to a functional parént brand compared to adding a benefit
brand to a benefit parent brand wés analyzed. The rcsuilts showed that the effect for the former
case was significantly more elaborate than for the latter.

To examine the underlying reasons, Study 2 _égain analyzed participants’ transfer of
information. The results of this assessment rcsembled. the pattern of results of Study 1 when
subjects transferred significantly less attribute information if the parent brand was a benefit
bra-nd. This time, hbwevcr, it was not a benefit brand being resporisiblé for these effects, but
rather a brand alliance containing a benefit brand. The outcomes indicated that the main
reason for this beneficial impact of co-branding strategies lay in their ability to add relational

associations to a parent brand which lacks these associations.
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Study 3 then replicated the results of Study 1 andr assessed whether and how a parent
“brand’s product portfolio characteristics may impact consumers’ use of analogical learning in
brand extension evaluvations and hence influence a brand’s ability to extend into RNPs. The
central research question was whether consumer evz'_ilua.tions of brand extensions intoc RNPs
will be affecte;i by the breadth of the parent brand’s product portfolio.

The. results of the analysis supported this idea. It has been shown that participants
rated extensions into RNPs more favorably if the underlying parent brand had a brdad brand
portfolio such as Siemens or Sony compared to the case when the parent brand had a narrow -
product portfolio such as Intel or Dell. Moreover, it was revealed that subjects, who evaluated
an extension from a parent brand with a broad portfolio, transferred significantly less attribute
information than subjects, who evaluated the samc.cxt_ensionr from a parent brand with a
narrow portfolio.

Besides the replication of the results of Study 1 and the examination of the impact of
the breadth of a parent brand’s prodilct portfolio on the herein obSeweﬂ results, Study 3 also
analyzed brand extensions into rad.ical service innovations (RNSj, which was incorporated by
a highly innovative entertainment service. Interestingly, the pattern of results revealed
significant differences between RNSs and their RNP counterparts. In contrast to the results in
the RNP group, subjects’ evaluations of brand extensig)ps into services were equally favorable
independent of the services’ degree of innova_tiveness'. Moreover, the analysis of participants’
evaluations of the extensions’ fit revealed no -signiﬁcél}t diffcrenccs.bctween RNSs and INSs
and a high resemblance regarding the transferred information.

The reason for these divergent results bet\nf;een RNPs and RNSs in brand extension
strategies appeared to be that the latter are capable of automatically activating an analogical
learning process independent of the underlying parent brand. The pattern of results suggested

that in the instance when the extension was a service, participants did not reveal the

previously observed tendency to initially focus on categorization effects in their learning
oo A
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preferences. In contrast, the finding actually ind;cated that participants learnt about RNSs by
engaging in analogical reasoning independent from the fact if the parent brands had relational
or functional associations. This proposition was supported by the analysis of participants’ fit
.evaluations that revealed no significant differences between the RNP services and their INP
counterparts.

In sum, the empirical analysis of the present dissertation has led to several key
findings: first, it has been revealed that the often proposed positive relationship between the
. perceived fit and consumer evaluations of brand extensions as one of the most cited findings
.. in brand extension research is not_neccssarily- an adequate predictor of consumer evaluations
when it comes to extensions into RNPs. Second, the results have indicated that the key to a
. successful introduction of a RNP extension into the market place lays in consumers’
associations with the parent brand. Third, it has been revealed that there is another learning
paradigm besides categorization theory that is better suited to explain consumer learning in
the context of RNPs. Fourth, it has been shown that co-branding can be an attractive strategic
option for brand extensions into RNPs, because adding a brand witl_; relational associations
can significantly influence consumers’ learning preferenc;as. Fifth, the importance of the
breadth of a product portfolio on a brand’s extensibility has been emphasized by revealing
that parent brands with broader portfolios were better suited for extensions into RNPs. And
finally sixth, it has been revealed that the success of exiensions into RNS does not rely on the
parent brand’s associations, because this form of extensions is capable of inducing analogical |
learning processes without the help of relational brand associations.

All in all, the empirical results of this dissertation have not only challenged today’s
conventional wisdom of how a ﬁttiflg extension has to look like, but also provided one of the
first empirical proofs that a knowledge transfer between seemingly distant parent brands and

extensions is possible.
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VIL.2 Theoretical Implications

This dissertation represents the first empirical analysis of brand-driven growth strategies and
radical innovations. It has examined consumer reactions to these form of innovations as well
as introduced with analogical learning theory a new lé_arning paradigm to the field of branding
that is capable of expiaining knowledge transfer bth;een disparate knowledge structures. It is
strongly believed that the herein preséflted results will significantly impact today’s brand
theory. They will not only change today’s thcoreticz;l understanding of branding and RNPs,
but also push consumer learning beyond catégorigzation theory and offer researchers a

radically new understanding of the elasticity of brands.

VII1.2.1 Branding and RNPs | | _ | [

As mentioneci previously, earlier research on brand leveraging sirategies has almost

exclusively focused it;s efforts on examining growth s.trategiés into incremental new products

(Aaker and Keller 1990; Bottomley and Holden 2001;; Park, 'Milberg, and Lawson 1991). In

contrast, RNPs as potentially valuable extensions oil the other side of the innovativeness

continnum have been widely neglected, because c_‘;ategqrization theory as the dominant

learning paradigm in branding has categorized them? as incongruent and hence unattractive
3

growth opportu‘nities (J;Xa_lker and Keller 1990; Smith a\nd Andrews 1994).

Yet, the results of this dissertation have shovgn that today’s brand theory may need
some overhauling regarding its attitude Eowarc!u RNPs The herein presented results have
revealed that extensions into PRNPs do not necessarily fail to support kno_v‘vledge transfer from
the parent brand as suggested by categorization theory, but may aciually benefit from
consumer learning if only some prerequisites afe fulfilled. 'I"he critical component to make
these learning processes possible appear_éd to be participant’s associations with the parent

brand. Whenever participants had relational associations with the parent brand, learning

between a RNP extension and the parent brand took place.

L]
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But how could learning take place if previous; research has explicitly denied consumer
learning between disparate learning structures in Athc context of brand-driven growth strategies
(Aaker and Keller 1990; Bottomley and Holden 2001)? Clearly, while being of undisputed
value for explaining consumer learning for incremental innovations, today’s dominant
learning paradigm, ca[egorization'_theory,r apparently stopped short of providing an adequate

- explanation for the herein observed phenomena. Thils, to understand learning in context of
brand-driven growth and RNPs, it was.indispensable to introduce with analogical learning a
new learning paradigm to the field that does not stop short in explaining knowledge transfer
between disparate structures. With this new learning theory in place, it was thus for the first
time possible to explain learning between a parent brand and a RNP extension. By this means,
the herein presented pattern of results showed that the main reason for previous research’s
-denial of brand extensions into RNPs has not been the special characltcristics of these
innovations, but rai:her the incapability of the predominant learning paradigm to explain
learning between disparate knowledge structures.

For brand theory these findings have far reaching implications: first, they suggest that
RNPs can offer attractive opportunities when it comes to brand-driven growth strategies.
Second, they emphasize that cétegoﬂza&on theor} is ',not the oniy learning paradigm capable
of explaining learning in brand-driven growth strategiés. Third, tﬂey reveal that fit between an
extension and a parent brand’s product category - as the main prerequisite of consumer
learning following categorization theory - is not necessarily an adequate predictor of learning
when it comes to extensions into RNPs. And finally fourth, with the herein presented results
and espccialiy with the newly introduced learning paradigm, brand theory is for the first time
able to explain learning between disparate knowledge and hence consumer learning between a

parent brand and an incongruent extension.
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VI1.2.2 Consumer Learning Beyond Categorization Theory

This dissertation has shown that brands can support extension into RNPs if only some
prerequisites are fulfilled. Unfortunately, it has also suggested that existing theory and
guidelines are of not much help to identify these prérequisites. The key to understand when
exactly RNPs might be valuable growth opportunities consequently lies in the herein newly
introduced learning paradigm: analogical learning theb,ory.

As mentioned earlier, research on brand-driven growth strategies has so far primarily
relied on categorization theory to explain consumer:learning in the context of brand-driven
growth. Categorization theory however, only supports learning between similar structures and
hence suggests that incongruéni extensions should not be undertaken. Following
categorization theory a knowledge transfer l?etwe;c? two disparate entities such as an
incongruent extension and a parent brand is not feasible (Cohen and Basu 1987).

This work has now suggested that this‘hitherto dominant learning paradigm may
provide a rather limited direction about consumer learning between parent brands and their
extensions throughoﬁt the whole innovativeness contxinuum. It contradicts several successful

~examples of brands that have extended into RNPs, and stands in clear contrast to the herein
observed empirical results. The main reason for the i_ﬁability of categorization theory to deal
with RNPs. appears to be its focus on literal similarity comparisons when it comes to the
“mapping phase in‘ consumer learning: by proposing a consumer learning that maximizes
within category similarity and minimizes between category similarity based on attributes and
relations, categorization theory favors knowledgé transfer between entities that are close to
each othcr and rejects consumer learning between entities that are rather distant to each other
{Cohen and Basu 1987).

However, in this dissertation results were observed which indicate that learning
between a parent brand and a RNP extension can take place despite the disparate knowledge

structures of the two entities. Categorization theory rejected such a knowledge transfer,
BN e i"”‘li,"’.lf-
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because the closely related knowledge structures as the critical catalyst were missing, and
hence stopped short in explaining the observed knowledge transfer in the empirical studies of
“this dissertation. Consequently, one of the main ajms of this thesis was to identify and
establish a new learning theory that is capable of explaining consumer learning beyond
- categorization theory.
A review of the literature on consumer learning revealed that there actually is a

-powerful consumer learning paradigm that appears to be especially suitable to explain
..knowledge transfer between disparate structures. Silmilar to categorization theory, this so
- called analogical learning theory deals with knowled’gc transfer from one domain to another
as a function of the correspondence between the two. However, in contrast to categorization
“theory,. it also allows for knowledge transfer between seemingly disparate knowledge
. structures, because it_ relies on a similarity comparison based on relations (Gentner 1989;
Gentner and Holyoak 1997; Gregan-Paxton, Hibbard,‘ Brunel, and Azar 2002; Gregan-Paxton
and Roedder John 1997). It thus can explain knowledge transfer in situations when there is
quasi no fape similarity between the base domain and the target object.

The empirical results in this dissertation supported the adequateness of analogical
- learning theory to elucidate learning in the context éf brand-driven growth and RNPs. The
analysis of the open thought listings revealed a knowledge traﬁsfcr between some of the
parent brands and the RNP extensions, even thougil categorization theory suggested that
learning bet‘ween these two entities is imﬁossi’ble. A closer analysis of the transferred
information as well as participants’ fit perceptions clearly showed that sﬁbjects transferred
information from the parent brand to the extension based on aﬁalogiéal learning rather than
learning by catego;ization effects.

The central question was now, what finally detcrmi-nes participants’ learning

preferences? The answer to this question was found in the analysis of the impact of the parent

brands’ associations. The results indicated that consumers changed their learning behavior
IR ST YRR
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dependent on their association with the pa‘rent brand. If the parent brand was a functional

brand, they relied on categorization effects to learn about the RNP extension, i.e., they asked

themselves what is this and to what is it comparable. If the parent brand was a benefit brand,

they engaged in analogical learning, i.e., they asked themselves how does this extension relate

to me and my life. This essentially means that based on the parent brand’s associations

participants appeared to change their similarity comparison procedure from a classic
similarity matching approach, as proposed by categorization theory, to an inference process,

ﬁs proposed by analogical learning theory. In this inference process, consumers then focused

their attention less on the face similarity between the parent brand and the extensions, but

rather assessed the parent brand’s ability to deliver the desired benefits in the extended .
category.

This means that consumers’ perception of the extension basically changed from a
rather abstract bundle of attributes to being a means to fulfill an end. And the matching
mechanism changed from a literal similarity comparison to the simple question whether the
parent brand is capable of delivering the pLomised benefit of the extension product
(Broniarczyk and Alba 1994; Cohen and Basu 1987).

Taken as a whole, the results of this work showed that consumers do not always rely
on categorization effects to learn about brand extensions. They are also capable to learn about
them with analogical reasoning. These results however, do not imply that categorization
theory will become obsolete in brand extension research in the future. On the opposite, it is
still a reliable predictor of brand extensions’ success for incremental new products. However,
what has to be criticized is today’s overstated focus on this theory and hence the restrictions
introduced to the field (Broniarczyk and Alba 1994; Dacin and Smith 1994; Smith and
Andrews 1994). Following the herein observed pattern of results, brand managers have to
acknowledge both learning theorzes if they want to leverage their brands beyond conventional
wisdom.

164



VIL.2.3 Towards a New Typology of Fit

Clearly, if consumérs ar_e‘capable- of learning about brand extensions into RNPs, as suggested
by the empirical results of this study, then it is likely that the current definition of what
characterizes a fitting extén-sion has to be reconsidered. Specifically, it is recommended that
the emphasis placed today on product-level similarity as the central predictor of learning
effects between an extension and its parent brand, has to be revised to incorporate the
possibility of a fit that is solely based on relational similarities.

Until today, the starting point of reasoning about brand extension evaluations has been
the classic.product fit construct, which has been developed based on the assumption that
categorization effects are the only relevant learning mechanism in brand research (Aaker and”
Keller 1990; Bottomley and Holden 2001). Following this classic learning paradigm, which
emphasi.zes the ncceséity of a cohesiveness begwacn the parent brand and its extensions
regarding attributes and relations, a knowledge transfer between RNP extensions and their
parent brands is impossible. This is because RNPs teﬁc! to defy straightfbrward classification
in any existing product category which makes it unlikely that they are perceived as members
of the parent brands’ categories.

-However, thclherein reported empirical results have shown that consumers can transfer
information from a parent brand to a RNP extension, even though these two entities do not fit
on the classic product fit dimensions. The cruéiai determinant of this transfer of information
has here been the identification of a relational fit between the presented extensions and their
parent brands. If participants -perccived the two entities as fitting 0_n-1a relational basis, they
transferred their knowledge from the parent brand to the extension. The outcomes of this
study have therefore indicated that past research may have ignored a dimension of fit and thus
may stop short of offering a sufficient explanation for the leaming effects in the present case.
But if participants could not learn about the presented extensions based on categorization

effects, how could knowl;adge transfers take place? |
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As seen earlier, the answer to this question arrives from analogical learning theory
which proposes a learning based on a matching prO?edurc that primarily relies on relational
aspects. This means that instead of a similarity comparison that looks at attributes and
relations as postulated by the classic fit paradigm, analogical learning theory suggests that it is
also possible that an extension only fits on a purely relational basis (Grégan-Paxton and
Moreau 2003). The results of this dissertation have supported this reasoning by revealing that
relational associations can indeed override aspects of low fit on functional attributes.

Consequently, this work suggests that it is firﬁc to move today’s un&crstanding_ of
fitting brand extensions beyond existing theory. In‘this new understanding both dimensions
have to be respected, functional as well as relational :}spec'ts. This is because different kind of
fits are of concern in that they are dependent on the underlying learning mechanism. In the.
case of incremental extensions, when categorization effects determine learning and consumers
evaluate the cohesiveness of the extension based on a_iiteral similarity comparison, extensions
have to fit on attributes and relations. In the case of radical innovations, when analogical
‘learning theory explains learning and consumers’ - cohesiveness perception is primarily
determined by the similarity between the relations of the two entities, the focus :is on

relational aspects.

VIL3 Lessons for the Field

Besides these theoretical implications, the results of this dissertation impact very impiortant
areas of marketers’ responsibilities and decision making. They not only imply that marketers
have to change their thinking in terms of how far a brand caﬁ be extended, but also reveal
insights to the question of what kind of prerequisites need to be fuIﬁlled to make RNP
extensions work. The significance of this study for the ﬁel(i is thus that it redefines a brand’s

extensibility into RNPs, emphasizes the importance of benefit brands, explains whether and
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how interbrand collaborations may offer a strategic option, and reveals how the broadness of

a brand’s portfolic may impact its extensibility into radical innovations.

VIL3.1 Lleveraging Brands Along the Whole Innavﬁtiveness Continuum

When companies consider introducihg a new product or service they can, generally speaking,
‘choose ffom a poc;l' of opportunities along an. innovativeness continuum ranging from
increﬁentai innovations on the one side to radical innovations on the other;

Yet, folloWing today’s brand theory and practice not every opportunity along this
continuurﬁ has the same prospects to become a success. The main suggestion has so far been
that compranjesrshould primarily focus on incremental innovations when they consider growth
based on'tﬁeir existing brands. And the underlyihg logic has been that a brand’s ability to
stretch is assumed to be limited by the fit or consistchcy between the brand and the extension,
which has béen proposed to ﬁnally determine the essential knowledge transfer between these
two entities ;ma hence dictate consumers’ reactions to the extcnsion (Aaker and Keller 1990).

Acc;ﬁ'dingly, these days brand managers have often forgotten about the other, the
more innovative end of the continsum when they consider their growth opportunities (Smith
and Andrewsr 1994). And as a result, brand management has since been dominated by
strategies that merely focused on keeping the status quo by introducing incremental new
products (Reddy, Holak, and Bhut 1991).

However, companies are in constant need for organizational innovation and renewal if
they are to survive and prosper in today’s cver-acgelerating environment with its fast changes
in consumers, technologies, and competition (Danneels 2002; Schumpeter 1942). And radical
innovations have been recognized as one primary means of corporate innovation aﬁd renewal
(Bowen 1994; Dougherty 1992)7. This indicates that brand management has not only neglected
a very important potential source of growth, but may have also ignored a crucial means to

ensure corporate survival in the current fast-changing business settings.
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Yet, this work offers uplifting news for the in'r;ovation- and growth-oriented company.
It has presented results which strongly suggest that brand management’s self-induced focus
on incremental innovations is misleading and that leveraging a brand into RNPs can be a
feasible option. It hence provides CEOs and brand managers with the first theoretical
justification ﬁs well as a practical tool kit to successfully extend their brands into RNPs. By
doing so, the pl;esent thesis goes far beyond solely adding another facet to brand extension
research. It not.only indicates that brands may have more inherent s;tre[ch than prior research
would suggest, but also t;,xplains the most relevant prerequisites to make these stretches
possible. In doing so, it opens the door to a space full qf new growth opportunities.

This research thus suggests a - refocus of B_rand management’s attention towards
innovation and growth that has implications reaching beyong pure brand management.
E'vidcntly, companies will only be capable of lstaying cornbetitive in today’s environment of
ever—acce]eratir;g technological pace if they maintain a stream of innovative, profitable
products or services (Urban, Weinberg, and Hauself 1996). One prerequisite to introduce these
innovations is a brand management capable of handling them. This dissertation has shown
tllxat leveraging brands iﬁto RNPs is possible and thus suppdrted é reorientation of brand
theory towards innovation and growth. Now it is Brand practice’s turn to change its mindset

and accept RNPs as sources to generate large scale, long term growth.

V11.3.2 Brand Positioning: The Importance of Relational Associations

Regarding the positioning of their bfands, c‘ompanies have to make a host of decisions
including amongst others, the choice of an adequate value proposition (Kotler 1994), the
selection of relevant points of difference and similarity (Keller 1997), and the creation of a
holistic communication campaign (Aaker and Joachimsthaler 2000). Following the herein
presented results, the key to successful brand-driven growth strategies and hence the most

important positioning decision lies in the choice of the right brand associations. The central
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question hereby is whether the brand’s associations should finally reflect what a brand does
for the consumer (functional associations) or how a brand relates to a consumer in her
everyday life (relational associations).

During the last years, this question has been the subject of a controversial discussion
in branding literature (Aaker 1991; Broniarczyk and Alba 1994; Cardona 2004; Kapferer
1997; Light 2005; Loken and Roedder John 1993). On the one side there have been the
Positionistas, who reflect the traditional brand management system and today’s practice
(Aaker 1991; Keller and Aaker 1992; Loken and Roedder John 1993). They emphasize the
importance of functional associations when it comes to the positioning of a brand. Following
their reasoning, only associations between a brand and-a functional attribute will directly
translate into reasons to buy the brand and hence provide a significant sustainable competitive
advantage (Aaker 1991). Thus, the primary objectivc for brand managers is to differentiate the
brand by positioning it as supérior to competitors on one or two functional attributes (Aaker
1991; Loken and Roedder John 1993; Sujan and Bettman 1989).

The brand journalism approacﬁ, on the other side, is part of a recently emerging, more
progressive movement in brand management that follows a more strategic, growth-oriented
philosophy (Brozniarzyk and Alba 1994; Cardona 2004; Kapferer 1997; Light 2005).
Following its reasoning the Positionistas’ approach falls short, because it unnecessarily limits
a brand’s growth opportunities by putting a box in form of functional associations around it.
They argue that a strong association with a product attribute narrows a company’s brand-
driven growth opportunities, because it merely associates the brand with a product category
rather than all potential g-rowth opportunities. In their opinion, a brands means different things
to different people and hcnce'can'no.t be positioned with only one functional association. They
propose that a brand needs to be positioned broader based on what the brand does for the

consumer and hence relational associations.
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Which approéch to apply? Clearlg.(, back in the 80s and early 90s the choice between
tlhe two approaches was easy. Finding a product attribute that was important in a product
category and not already claimed by a competitor was still possible, and most of the new -
product introductions were incremcntgl and hence cle;rly associated with a product category.
At that time, the app£oach of the Positionistas was suitable for most of tﬁc extensions. Today,
however, times have changed. With every product attrib_ute being occupied by one or more
competitors, detecting a unique prodict association is' comparable with finding a needle in a
hay stack. And the ever-accelerating pace of inn;nvation pushes a considerable amount of
highly innovative and hence disruptive products into the market, so that the question of what
approach might be better suited is more difficult to answer.

This dissertation is one of the first empirical studies capable of casting some light into
this controversial .discussion from a_growth perspective. With their emphasis on functional
attributes, the Positionistas reflect whét this wc_n'k has referred to és cenventional brand
maﬁagement wisﬂom. Their reasoning is clearly based on categorization theory. The
underlying idea has been that if a company associates its brand with a functional attribute, it
will facilitate consumers literal similarity comparison between the brand and the extension.
This will enhance their fit judgments kand hence lead to more favorable consumer reactions
toward the extension. The reasoning in‘lhe brand journalism approach, on the other hand, is
implicitly driven by. analogical leamiﬁg theory. Here the underlying idea has been that if a
company associates its brand with relational associations, it will seduce consumers into
analogical learning and hence similaﬁty comparisons that are solely basea on relations. This
will enable favorable fit judgments even between disruptive knowledge structures, which will
finally positively impaE:t consumers’ favorability judgments of incongruent extensions.

So, what is the more relevant approach today? The outcomes of this dissertation

suggest that the answer depends on the strategic approach that the underlying company is

pursuing. If it pursues a rather conservative growih strategy that primarily focuses on
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incremental innovations, the Positionistas’ approach sﬁould better fit its needs. In this context,
categorization theory is the dominant learning paradigm and hence a positioning strategy that
supports literal similarity comparisons between extensions and product categories should be
the first choice. If the company, however, pursues a more progressive, growth-oriented
approach and wants to introduce a considerable number of RNPs into the market place, then
the brand journalism approach is the better choice. In this context, categorization theory stops
short of explaining learning. Consequently, a positioning strategy is needed that highlights
relation aspecis and hence helps consumers to engage in analogical learning.

‘What are the implications for brand positioning practice? Put succinctly, it has to
acknowledge the value of positioning a brand based on relational associations. Far too often
brand managers still solely focus on the Positionistas” approach and hence their efforts on
establishing functional associations. However, as scen earlier, if the company is also
interested in extending its brands into disruptive exten:sio_n such as RNPs, positioning a brand
based on a product attribute is counterproductive. Knowledge transfer between disparate
knowledge structures calls for analogical learning. Analogical learning, however, needs to be
triggered. One primary means oi; doing this is to .positi,on the parent brand based on relational
associations. In this way, growth-oriented companies have to reconsider their branding
strategies and position their brands based on what the brand does for the consumer (relational
associations) and not on what thé brand is for the consumer (functional associations).

VII.3.3 Opportunities Through Interbrand Collaborations

The previous paragraphs have empl';asized the importance of positioning a brand as a benefit
brand based on relational associations. Unfortunately, previous research has shown that
establishing relevant brand associations requires hpgc investments in brand building programs
and a considerable amount of time (Aaker and Joachimsthaler 2000). This means time and

money that a lot of companies do not have. The results of this dissertation, however, have
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revealed an option for companies which do not have a benefit brand in their portfolio, but still
want to extend their portfolios into RNPs: inter-brand collaborations with benefit brands.

It has been shown that a brand alliance approacl; can be capable of assisting functional
brands to signal relational associations only due to the presence of a benefit partner brand. In
the case presented herein, a co-branding strategy enabled the functional brands IBM and Audi
to extend into RNP; by using participants’ associations with the benefit brands Sony and
Mercedes. Specifically, the pattern of results revealed that brand extensions into RNPs were
in general evaluated more favorably if they were based on a brand alliance that included at

- least one benefit brand.

The practical implications of these findings are straightforward. The results have
conclusively shown that extending a brand into a RNP does not necessarily require that a
functional brand image undergoes prior change. In fact, the brand image need not to change at

. all before the introduction of a RNP extension. Instead, this study has shown that coupling the
brand with a partner brand, which already possesses the relevant associations is sufficient to
significantly impact consumers’ learning preferences and hence to positively impact their
evaluations. This is again good news for growth-orien;ed companies, because it indicates that
‘their growth ambitions might not necessarily be limited by the associations of their brands. If
their brands lack the relevant relational associatjoﬁs, they can simply ‘borrow’ them from a

partner brand in a joint brand extension approach.

VIL3.4 The Role of Product Portfolios’ Breadth |

As a consequence of marketers’ tendency to leverage brands into multiple categories, we are
facing a considerable amount of brands that are affiliated with a portfolio of diverse products.
Just recall the Virgin example. Initially founded as a discount music retailer (Virgin Music),
the company has leveraged its brand equity into several industries worldwide, iqcluding the

airline business (Virigin Atlantic), financial services (Virgin Direct), mobile phone services

172



(Virgin Mobile), books (Virgin Books), and even bridal needs (Virgin Bride). Or think off
Yamaha. Starting as a pure organ manufacturer in 1887, the company has today extended its
activities into manufacturing semiconductors, distributing ring tones, producing hifi, and even
building motorbikes. Indisputably, today’s companies are revealing a tendency towards
broadening their product portfolios.

.Hoﬁevc,r, what is still unclear is whether and how a broad portfolio may impact a
brand’s extensibility (Dacin and Smith '19'94). Several authofs have raised the concern that
broadening a product portfolio with repeated extensions into loosely related product
categories may weaken the parent brand by diluting its core associations and diminishing the
fit between the brand and potential extensions (Aaker 1991; Keller 1997‘; Keller and Aaker
1992). Other researchers however, have emphasized that multiple extensions might not
always be harh1ful, but rather capable of making a brand association more abstract and hence
more extendable (Dacin and Smith 1994; Milberg, Park, and McCarthy 1997).

. Meyvis and Janiszewski (2004) were the first to find a unifying pattern behind these
divergcnt outcomes. They have argued that the impact éf a portfolio’s broadness depends on
the process that consumers employ during their evaluation of a brand extension. If consumers
use an inference process based on a similarity comparison as suggested by categorization
theory, broad brands will indeed be at a disa;dvantage for incremental extensions. However, if
consumers focus on the most accessible and diagnostic associations to infer the benefits
offered by the extension, broad brands may havg' an advantage over narrow brands (Meyvis
and Jariszewski 2004).

In the context of brand-driven gr‘owth and radical innovations, this reasoning implies
that broad portfolios should be especially beneficial if consumers assess the extension based
on a relational similarity comparison-as in the case of analogical learning theory. If, however,
they engage in a literal similarity comparison as in the case of categorization effects, the

impact of having a broad portfolio should diminish. The results support this reasoning. They
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reveal that broader product portfolios indeed hzive a positive impact on consumer evaluations
of INP and RNP extensions, and that this impact was more elaborated in the latter case.

For practitioners, this reasoning has far-reaching implications. It reveals that they have
to ackhowledge that today’s brands are rarely stand-alone entities but have to be managed as
part of a portfolio. The here presented results have shown that broad portfolios can help-to
abstract the brand’s association and hence enhance its extensibility. In doing so, this
dissertation ha-s clearly contradicted the often heard notion, that progressively éxtending a
product portfolio automatically harms the brand by weakening consumers’ functional
associations with the brand which diminishes their fit judgments (Keller and Aaker 1992).
The results found in this work have shown that despite the fact that the number of brands

- indeed often weakens consumers’ fit judgments on the classic dimensions, this does not
.always translate into unfavorable outcomes. In contrast, the outcomes have suggested that the
number of products aséociated with a brand can in fact impro,ve consumers’ favorability

.-judgments and hence enhance the extensibility of the brand.

The herein presented results have conclusively emphasized the importance. of carefully
managing brand extension strategiesl, because it has been revealed that a brand can be
strengthened through systematic extension. A series of bra.\nd extensions into gradually
differing product categories can help to abstract brand associations and hence broaden a

brand’s oppdrtunity space. This means that a strategy of gradual extensions can make a brand

_more extendable in the future (Dacin and Smith 1994).

VIL4 Limitations and Future Research

Although this dissertation is based on a broad literature review and extensive pretesting, some
important limitations have to be pointed out. Foremost, it has to be stressed that the herein
presented results are based on experiments rather than real life data. Thus, the interpretation

of the outcomes must be tempered by an understanding of how well the experimental task
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represented the real issues investigated (Boush and Loken 1991; Cook and Campbell 1979;
Dipboye 1990; Greenberg and Folger 1988). Apart from this more general limitation, the
following paragraphs outline sdlﬁe'speciﬁc art;as of potehfi‘ail limit;dtions for this dissertation,
which may also point to some prospective areas of future research.

First, this work employed brands that were equally familiar to participants. This means -
that it cannot be guaranteed that the :he;rein observed results can be extended to brands with .
divergent familiarity ratings. Previous research has sliown that familiarity with a base may
facilitate the analogical leafning process by helping subjects to recognize common structural
relations in the abse;lce of surface attribute cues (Novick 1988). Consequently, it is possible -
that heavy brand users and/or experts may have advantages in activating their knowledge to
access and understand available structural rclﬁtioﬁs bétween a base and a target (Alba and
Hutchinson 1987; Chi, Feltovich, and Glaser 1981). Since the activation of existing
knowledge is one of the critical moments in analogical learning processes (Gregan-Paxton
and Roedder John 1997), it cannot be ruled out that different familiarity ratings may impact
the herein pbscrved use of analogical learning -and hénce lead to different outcomes. Thus,
more research with brands that vary in participants’ familiarity judgments could be helpful to
further extend the external validity of the herein presented results.

Second, all of the employed brand alliances were constructed. Thus, it is hitherto not
possible to predict the impact of using well-known brand alliances on the hel"ein observed
effects (Park, Jun, and Shocker 1996; Samu, Krishnan, and Smith 1999; Simonin and Ruth
1998). Espccia]iy the fact that previous findings revealed a moderating impdct of familiarity
on consumers’ weighting of brand and product information in evaluations of brand alliances
points té potentia.l interactions between éonsumeré’ familiarity with brand alliances and their
information. processing preferences (Simonin and‘Ruth 1998). As a result, shortcomings or

uné)ipected_ modifications of the effects observed in this study cannot be completely ruled out
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in real life settings. A replication of the present study with genuine brand alliances may
therefore further contribute to this research. |

Third, the presented INPs and RNPs were all Ihypothetical. While the use of
hypothetical INPs and RNPs provided the benefit of focusing attention on the variables of
interest, it may have also impacted the external validity of this work by limiting the ability to
generalize the outcomes beyond initial reactions to'extension concepts (Hoeffler 2003).
‘Especially given the fact that participants had a restricted supply of information about the
products in the studies, while consumcfs in real life sit.uation have almost unrestricted ar.:gess
to a larger amount of information may have lead to shortcomings. Since previous research has
shown that as the amount of information iﬁcreases, the weight given to any single piece may
decrease, it thus cannot be guaranteed that the herein observed magnitude of effects may not
b'e greater than ones existing 1n i'eality (Alba and ﬁutcﬁinson 1987; Dacin and Smith 1994;
Slovic and McPhillamy 1974). More research on consumer reactions to RNPs in real life .
situations is therefore needed.

Fourth, this work has regarded consistenC)} as a fixed property and hence treated the
topic of brand-—driveh growth from a static perspective. However, it has to be acknowledged
that recent examinations of the impact of advertising on consumer perccption.s of incongruent
extensions has revealed that consistency might not neée;sari]y be a fixed property, but rather
a subjective perception that can change under the influence of advertising (Lane 2000).
Clearly, research on brand-driven growth strétcgies has. so far not adequately addressed the
possibility that advertising may influence consumer perceptions of these incongruent
extensions. Thus, what is needed is more research handling brand extensions into RNPs from
a dynamic pérspective.

Fifth, the use of college students, representing oniy parts of the whole population, may
hold some limitations with fegard to the generalizability of some of the herein presented

results. Several researchers have emphasized that such non-randomized samples might merely
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1 i
be a convenient way of doing research, that in the end cause shortcomings regarding a study’s

external validity. Common concerns rahge from éample—driven differences in the choice of
selection models (Barr and Hitt 1986; Ferber 1977; Kruglanski 1975) to divergent information
selection and processing behavior caused by demographic differences (Singer and Sewell
1989). However, extensive reviews of research on consumer behavior ranging from
participants’ processing of information and impressions of content to judgments and accuracy
of perception have failed to rev.eal convincing results that would justify the assumption that
studies containing student‘samples will necessarily lead to outcomes with a troubling external
validity (Bernstein; Hakel, and'Ha.rlan 1975; Dipboyi 1990; McGovern, Jones, and Morris
1979; Olian, Schwab, and Haberfeld 1988; Peterson 2001). Nevertheless, differences in
outcomes cannot completely be ruled out. Consequently, more research on brand-driven
growth and RNPs with random samples appears desiralj)lc. |

.Finally, sixth, it ﬁas to bé acknowledged. that while scrutinizing consumer decision
making in terms of consumer learning and informaﬁbn processing has attracted numerous
- researchers over the last decades, there is also a considerable number of researchers who warn
of a too strong emphasis of cognitive approachés in consumer behaxlrior {Holbrook and
Hirschman 1982; Holbrook and Batra 1987). Consumers do not engage in cognitive
processing for every single purchase and hence focusing all attention on consumers’ cognition
might lead to shortcomings (Bagozzi, Gopinath, Nyer 2004). Therefore, it might be fruitful to
also analyze the herein presented issues from a less cognitive driven perspective,

acknowledging the potential impact of emotions in the present context.

VILS5 Conclusion
Given the herein presented resulis and the ever-accelerating contemporary environment with
“breakthrough innovations” hiding behind almost every comer, it is upon time for brand

management to face a considerable make-over to prepare it for the challenges of the 21%
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century. Today, consumers see an cver-largér array of new products: with a growing
percentage of these introductions representing innovations that create entirely new categories
and markets, so called “really new products™ or radical innovations (Urban, Weinberg, and
Hauser 1996). As this work has revealed, the ad\;'ent and the success of these innovations,
have not only shaken today’s business environment, but particularly caught curreﬁt brand
management’s practice on the wrong foot. With categorization theory as its dominant learning
paradigm, brand theory has so falr been unable to acknowledge coﬁsumer learning between
disparate knowledge structures and hence incapable of explaining the success of RNPs in
brand-driven growth strategies.

This work has started with the qﬁcstion .to what ‘extent extensions into RNPs can be
potentially. fruitful growth opportunities. It has revealed results that have contradicted current
brand research’s predictions regarding lliNPs and introduced with analogical learﬁing theory a
new learning paradigm to the field of branding capable of explaining learning effects between
incongruent entities. Brand leveraging strategies into RNPs can be fruitful growth
opportunities, if only the right prerequisjtes are fulfilled. The problem are not RNPs as
incongruent extensions per se, but rather curreﬁt brand management’s learning paradigm that
cannot explain learning between disparate structures.

Yet, despité these findings, this dissertation does not suggest that today’s brand
management is necessarily wrong. Quite the opposite, it acknowledges that the classic brand
management system may have worked well for many decades for P&G and a host of
imitators. It is certainly very capable of predicting the success of incremental extensions and
providing guidelines for incremental growth. However, when it comes to dealing with all
growth opportunities along the innovativenes.s continuum, the herein presented findings
suggest that the existing guidelines fall short. |

Thus, in drawing to a final conclusion, the present dissertation suggests that if brand

management wants to become more than a conservative platform for incremental growth, and
I . . Peopor ’x
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more than a strategy to introduce incremental imfovations, if it wants to go beyond being
merely a tactical tool of the marketing departments, i‘t has to be subject to a considerable
overhaul. As Larry Light, CMO of McDonald’s, put it once: “if yoﬁ believe in small is
'
beautiful, then adopt the view of one brand, one product, one position” (Light 2004). If
however, branding is understood as one primary means of growth in a company, brand
management has to change in order to understand consumer learning beyond categorization
theory and finally to include all grow.th opportunities along the innovativeness continuum.

Only by doing so, will brand management be able to face the challenges of today’s dynamic

environment and become more than a sheer source of incremental growth,
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Stimuli Descriptions

All product descriptio'ns were accorhpaniec_i by a picture and designed following findings in
previous research (Hoeffler 2003). They contained one sentence that provided a general
description of the products:

The here presented product ...(one sentence general description)

This general description was then followed by two attributes describing the specifics of the
product and two corresponding benefits:

It incorporatesfuses ... (Autribute 1). This allows/enables users to ...
(Benefit 1). In addition, this product possesses ... (Antribute 2). This
allows/enables ... (Benefit 2).

Employed Déscﬁptjons

1. High Technoldgy Category

a) RNP

This product is a lightweight portable computer with voice recognition software strapped to
the wrist and linked to a head mounted display. It incorporates a strap mounted LCD display
that will be set into a flexible display in.one lens of an ordinary pair of eye glasses. This
enables users to enjoy an augmented visual display with information of their choice. In
addition, this product includes a voice recognition software which can manipulate text
material via spoken instructions. This allows the entire document creation task to be
-accomplished with spoken language. '

b) INP

This product is an innovative mini laptop that offers the performance of a state-of-the-art
laptop in the size of a palm. It incorporates a display with sensors underneath for digital
encoding. This enables users to capture notes with a digital pen on the display in a natural
format while the notes are automatically converted to text computer code. In addition, it has a
light emissive display. This allows not only a viewing angle of 180 degrees, but also an
unrestricted use in synlight.

2. Service Category
a) RNP

This service is a highly innovative digital entertainment service that is based on transmissions
of digital information by satellite at 560 k. It incorporates a newly developed decoder that can
handle a variety of applications simultaneously. This allows users to customize their TV
programs to their individual needs and to eliminate advertising from their daily TV program.
In addition, this service allows a camera to be included into the sporting environment. This
~ allows users to view the action from the perspective of players on the field.



b) INP

This service is an improved Pay-TV service that uses a digital signal that significantly
improves the resolution of current TV broadcasts. It uses a technology that transmits a full
525 lines of screen image every sixtieth of a second which is twice as many images as current
TV broadcasts. This allows the service to offer twice the resolution of current TV broadcasts
on the existing TV sets. In addition, this service incorporates a full scale email software stored
on the decoder. This will allow for both sending and receiving of email messages on the TV
set.

3. High Involvement Category

a) RNP

This product is a mobility concept that almost does not require a driver. It incorporates a radar
guidance system that can-identify neighboring vehicles as well as other obstructions in the
road. This allows the product to adjust to traffic and to facilitate the driver’s life. In addition,
the product incorporates a technology that can generate electricity from the chemical
breakdown of gasoline, with the chief by-product being water vapor. This allows the product
to use conventional gasoline at existing gas stations to create clean energy.

b) INP

“This product is a sports car that represents the latest technology in the automotive industry. It
incorporates an innovative V10 bi-turbo engine with a special titanium coating. This allows to
get twice the miles per galloon as conventional cars. In addition, this product possesses a
newly developed adaptive alloy chassis. This enables it to combine comfort and performance
in a unique way.

4. Commodity Category:
a) RNP

The here presented product is a high-tech mobile communication and PDA device which
integrates a variety of applications ‘in one product. The product uses continuous speech
recognition software to convert spoken words into concrete actions. This enables users to dial,
arrange their agenda, and compose e-mails just through the use of their voice. In addition, the
product possesses kinetic motion generators and hence retrieves power through natural body
motion. This allows users to forget about charging batteries because it is obsolete.

b) INP

The here presented product is a mobile phone that combines state-of-the-art technology with
elegant design. The product incorporates a MP3 player and 2GB data storage for MP3 tracks
supporting all popular music files. This enables users to play their favorite songs whenever
they want with their cell phone. In addition, the product has a newly developed lithium battery
and an energy saving mode. This allows users to use.the product 10 days in a row without

charging its battery. :
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Cover Stbry

This study is conducted as part of a doctoral thesis in the area of marketing. The aim
of this questionnaire is to examine consumer attitudes towards product innovations in several
product categories. If you agree to take part in this research, you will be asked to answer some

questions regarding your attitudinal predisposition towards some brands as well as to indicate

your perception of three innovations that will be presented as potential extension products. -

Most of the questions can be answered on 7-point scales (except of the open
questions). To answer these questions please choose the most appropriate field of the scale
and mark it with an “x”. Please be aware that the order of the scales and the brand names may

change within the questionnaire.

The participation in this research is voluntary and will take approximately 20 minutes.
All of your answers will be treated with absolute confidentiality and evaluated on an
anonymous, purely statistical basis.. Only the researcher and his committee will have access to
the data. After you have finished the questionnaire you will receive a more detailed

explanation of the study.

If you have any questions conceming the study or the questionnaire please do not

hesitate to contact Christoph Koestring (jan.kostring@uni-bocconi.it).
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" Questionnaire Study 1 (translated)

I. Please indicate your favorability toward the following brands.

unfavorable ‘ favorable
-3 2+ 4 0 . +2 +3
Apple )] ] ] @
BMW o O 4 3 O O
Nokia N W [
IBM 3 1 ]
Mercedes [ W @ @ Ig]
Siemens Mobile LI ] ] [ |
IL. Do you think the following brands stand for a high or a low quality?
High Low
Quality . Quality
+3 +2 +1 0 1 2 3
Nokia ] (b O O np
Mercedes '
IBM 3 o o o
Apple 3 ) , @ L -
BMW B O o o O
Siemens Mabile  [J J O g '
III. How familiar are you with these brands?
familiar unfamiliar
+3 2 « 0 1 2 3
Mercedes Q @ Q] B @ .
Siemens Mobile o o O O
Apple o o m) o o
BMW 3
Nokia _} CJ] ] I:Il
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IV. Do you think the following brands stand for a high or a low status?

a
'

tow ) high -

-3 .2 5] 1] +1 +2 +3
.Apple . |} [ ]
BMW 0 o O o G
'Siemens Mobile 0 O O O Q
‘Mercedes i [ [ | _
IBM D O o 0 g
Nokia ) L

V. When you think about the following brands, which associations come first to your mind?

Mercedes
Nokia
IBM

BMW

Siemens Mobile

Apple

VI. How innovative are the following companies/brands?

not innavative highly

at al! innovative
3 2 -1 ] +1 +2 +3
Apple O O o O
BMW 0 O O O o o O
. Siemens Mobile @ ’ @ ] Q _§
Mercedes ' Q ) @
IBM | g a 0O a
Nokia . N G

Apple, Mercedes and Nokia have decided to expand their existing product
portfolios by 'introducing new innovations. On the following pages you will
be confronted with three potential product extensions. Please read the
presented descriptions carefully and evaluate the products on the provided
scales.




Apple plans to extend its current product portfolio with the fdllowing innovation.

This product is an innovative mini laptop that offers the
performance of a state-of-the-art laptop in the size of a palm. It
incorporates a display with sensors underneath for digital
encoding. This enables users to capture notes with a digital pen
on the display in a natural format while the notes are
automatically converted to text computer code. In addition, it
has a light emissive display. This allows not only a viewing
angle of 180 degrees, but also an unrestricted use in sunlight.

Enter a number between 0 and 99 that reflects the relative newness of the product described above?

Not innovative I lmplaﬁted
atall 0 body PC
-3 2 21 0 +1 +2 +3
Please indicate your favorability toward wivemsle [] [J O O D O [0 favorable
this Apple product.
Is it likel ill try thi ? otat .

s it likely that you will try this product " lnikely El O O 0O O O O iikey
Do you think the presented product low high
stands for a high or a low quality? uoooooao
How difficult was it for you to evaluate gicat [] [ O O O O O easy
this product? )

How certain are you about your wneertasin [] [J O .0 D 00 [0 sure
evaluation of the product?
Please indicate your favorability toward unfavorable O O 00O00gg favorable
the presented product description.
Please evaluate thci understandability of confusing [] [J [0 O [O [0 [O understandable
the presented description?
How realistic is the presented ad? uneealisic [ [] [ [1 [0 [0 [ reatistic
How complex is the presented ad? eomplex ] ] O O O O O e
How difficult was it for you to giient [ [J O O O O O easy
comprehend the presented ad?
How complementary is the presented not
product with Apple’s existing product complementary O 000000

X . complementary
portfolio? " atall
How simil-a.,r .is the presented prolduct to gissimier [] O] [0 O O O O similar
Apple’s existing product portfolio?
Is the —].:vresejnted product a logical .  illogical D O 0O 0O 0O O O tegial
extension of Apple’s product portfolio? '
Can Apple use its existing knowledge for whepid ] 0 O O O O ’ ] helpful

the presented product?




Mercedes plans to extend its current product portfolio with the follorwing innovation.

This product is a sports car that represents the latest
technology in the automotive industry. It incorporates an
innovative V10 bi-turbo engine with a special titanium coating.
This allows to get twice the miles per galloon as conventional
cars. In addition, this product possesses a newly developed
adaptive alloy chassis. This enables it to combine comfort and
performance in a unique way.

Enter a number between 0 and 99 that reflects the relative newness of the product described above?

Not innovative I Fully automatic
atall 100 car
3 2 a1 0 41 2 43
Please indicate your favorability toward unfavorable D ’ N O O O O O tavomsble
this Mercedes product.
Is it likely that you will try this product? not at very
all likely O _ [ 5 [ BN R 1 R 0 R likely
Do you think the presented product ow [ high
- stands for a high or a low quality? ooodoibao
H?w difficult was it for you to evaluate gt ] [ O 0O 0O O O eosy
this product? .
How certain are you about your ancertain ™ ; sure
evaluation of the product? 0DoooDooaio
Please indicate your favorability toward unfavorable OO0 0O00O0n0O0 favorable
the presented product description. .
Please evaluate the understandability of confusing [1 '] [0 O D 0 D anderstandable
the presented description? :
How realistic is the presented ad? unrealistic D 0O 0O O O O O reatistic
How compiex is the presented ad? complex D OO 00 0O 0O o
How difficult was it for you to giieat [1 [ [0 O O O O easy
comprehend the presented ad?
How complementary is the presented not very
product with Mercedes’ existing product complementary O OO0 daiot . complementary
" portfolio? at all
How similar is t.he preseflted prodl.lct to gissimilar [1 [0 O O O O [O simitar
Mercedes’ existing product portfolio? : i
Is the presented product a logical N .
1l 1 ‘ I |
extension of Mercedes’ product portfolio? gt [ L O D O U D g
Can Mercedes use its existing knowledge whepit (1 00 [ 0O O O helpful

- for the presented product?

I




Nokia plans to extend its current product portfolio with the following innovation.

The here presented product' is a high-tech mobile
communication and PDA device which integrates a variety of
applications in one product. The product uses continuous
speech recognition software to convert spoken words into
concrete actions. This enables users to dial, arrange their
agendas, and compose e-mails just through the power of their
voices. In addition, the product possesses kinetic motion
generators and hence retrieves power through natural body
motion, This allows users to forget about charging batteries,
because it is obsolete. '

Enter a number between 0 and 99 that reflects the relative newness of the product described above?

Not innovative I ! Cell phone integrated

atall into an ear piece
100

Please indicate your favorability toward unfavorable | favorable
this Nokia product. ooooood :
Is it likely that you will try this product? not at very

: all likely D l:l D D E] D‘ EI likely
Do you think the presented product low hich
stands for a high or a low quality? D Oo0D00D .
How difficult was it for you to evaluate difficalt cas
this product? ooooobdd Y
How certain are you about your ancertain |1 " sur
evaluation of the product? D I W R R
Please indicate your favorability toward unfavorable favorable
the presented product description. 0D oooobd
Please eval@ate the understandability of confusin ' derstandable
the presented description? 8 D OO 0O 0 0O O understanda
How realistic is the presented ad? wnrealistic [] [1 [ 0 [0 [J [ reatistic
How complex is the presented ad? complex OO 0O 0O 0O O 0O e
How difficult was it for you to difficalt
comprehend the presented ad? 0 doad EI O O ey
How complementary is the presented not
product with Nokia’s existing product omplementaryat [ 0 O O O O O ::Z lementa
portfolio? alt P ry
How similar is the presented product to gissimitr [J O O [ 0O O O similar

Nokia’s existing product portfolio?

Is the presented product a logical
extension of Nokia’s product portfolio?

megical ] O O O O O O tegical

Can Nokia use itsexistin_gknowledgefor whetpit [1 O 0 O O O O helptu
the presented product?




A friend of yours has just come to you and said ‘Hey, I just heard about this new product, but I don’t
understand what it is. Can you explain it to me?”

a) Apple’s computeﬁ

b) Mercedes’ sports car:

¢) Nokia’'s wrist PDA: Lo

Demographics:
Please indicate your gender:
' Male Female _

What is your profession?

Administrative Ll Student
Own company m Government

Unemployed
Other

mymy
guys

How old are you?

~20 [ 26-30
31-35 40-...
What is your marital status?

Single [} Married M| Divorced

Thank you very much for your cooperation!

If you have any questions concerning the study or the questionnaire, please contact Christoph Koestring (jan.kostring@uni-bocconi.it).
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Questiohnaire Study 2 (translated)

I. Please indicate your favorability toward the following brands.

unfavorable ) favorable
-3 -2 1 0 +1 +2 +3
Apple ) J [ f
Audi J :
Sony W . g] ]
IBM ] o o O O
Mercedes , ) [ 3 [ W

II. Do you think the following brands stand for a high or a low quality?

High Low
Quality Quality
+3 +2 51 0 1 2 3
Sony O O o o o
Mercedes @ I;]I @ IJ ' IQ
IBM g o
Apple O O o O o
Audi O o o o |
III. How familiar are you with these brands?
familiar - T unfamiliar
+3 2 1 0 1 2 3
Mercedles 3 W L | | Ml L
IBM u o o 2
Apple @ W L3
Audi o O o O O
Sony a u} o o

IV. Do you think the following brands stand for a high or a low status?

low : high

-3 2 -1 0 +1 +2 +3
Apple O O & &
Audi o
Sony [ M @
Mercedes ' @
TBM d O O O O




V. When you think about the following brands, which associations come first to your mind?

IBM
AOL
Sony

Samsung

IBM and Audi have decided to expand their existing product portfolios by introducing new innovations.
Therefore, IBM as well as Audi are planning to engage in a brand alliance. Specifically, IBM wants to introduce
the new product together with Sony as IBM-Sony, and Audi wants to intreduce the new product together with
Mercedes as Audi-Mercedes. On the following pages you will be confronted with two potential extensions. Please
read the presented descriptions carefully and evaluate the products on the provided scales.

VL. Please evaluate the consistency of the images of the following brands in a potential brand alliance?

naot at all very
consistent consistent
3 2 -1 o +1 +2 +3
IBM-Sony O o o O

3

Audi-Mercedes L

VIIL. How innovative are the following companies/brands?

L
o O O

not innovative highly
atall innovative
-3 -2 -1 +1 +2 +3

Samsung 3
AOL
Sony ' (] |
Apple O O O

g O
O O
|
Ll

Doo0-
(M

L

VIIL. Please indicate your overall perception of fit between the following brands in the proposed brand alliances?

high low

+3 +2 +1 0 .1 -2 3
IBM-Sony W) g b uj
Audi-Mercedes @ E [} _} @

IX. Please indicate your favorability toward the proposed brand alliances?

low high

3 2 1 0 +1 +2 +3
IBM-Sony @ I;l] ' QI l [3
Audi-Mercedes ] a [ |

X. Do you think the following brand alliances stand for a high or a low quality?

high low
+3 +2 +1 0 -1 -2 -3
IBM-Sony ]

J O O '@:@

Audi-Mercedes




IBM-Sony plans to extend its current portfolio with the following innovation.

This product is an innovative mini laptop that offers the
performance of a state-of-the-art laptop in the size of a palm. It
. incorporates a display with sensors underneath for digital
encoding. This enables users to capture notes with a digital pen
on the display in a natural format while the notes are
automatically converted to text computer code. In addition, it -
has a light emissive display. This allows not only a viewing
angle of 180 degrees, but also an unrestricted use in sunlight.

‘Enter a number between 0 and 99 that reflects the relative newness of the product described above?

Not innovative [
at all

Implanted
0 body PC

Please indicate your favorability toward unfavomble [ [0 [ [0 [0 [0 [ favorable

this IBM-Sony product.

Is it likely that you will try this product? not at ' .
a0 00000 D0

Do you think the presented product low i high

stands for a high or a low quality? D OD D00 O e

How difficult was it for you to evaluate difficult eas

this product? I:] b oodbod Y

How certain are you about your uncertain [ [ O O O O O sue

evaluation of the product?

Please indicate your favorability toward unfavorable : favorable

the presented product description. b oobbbd

Please evaluate the understandability of confusin : understandable

the presented description? s U OO D O oo

How realistic is the presented ad? wnrealistic [] [1 [0 [0 [0 [0 [ realistic

How complex is the presented ad? complex D 0O 00 0O 0O 0 =

How difficult was it for you to difficult

comprehend the presented ad? w0 000000 e

How complementary is the presented not

product with the companies” existing complementary 0O 0O000 040y 1

atall complementary

product portfolios?

How similar is the presented product to

the companies’ existing product portfolio?

gssimiar (] O O O O O O similar

Is the presented product a logical
extension of the companies’ product
portfolios?

illogical OoCcoO0o00oan logical

Can the companies use their existing
knowledge for the presented product?

unhelpfl [ [ .[_:l O 0O 0O 0O heli:ful

|




Audi-Mercedes plans to extend its current portfolio with the following innovation.

T
This product is a mobility concept that almost does not require
a driver. It incorporates a radar guidance system that can
identify neighboring vehicles as well as ather obstructions in
the road. This allows the product to adjust to traffic and to
facilitate the driver’s life. In addition, the product incorporates

. atechnology that can generate electricity from the chemical
breakdown of gasoline, with the chief by-product being water
vapor. This allows the product to use conventional gasoline at

existing gas stations to create clean energy.

Enter a number between 0 and 99 that reflects the relative newness of the product described above?

Not innovative I

I Fully automatic

atall 100 car
-3 | 0 +1 +2 43
Please indicate your favorability toward unfavorable 00O 0 . . favorable
this Audi-Mercedes product. ' D . . 0 o :
Is it likely that you will try this product? not at I _ very
_ all likely l.:] 0o 0o D D o o likely
Do you think the presented product low high
stands for 2 high or a low quality? 0o D oD ooo
How difficult was it for you to evaluate difficult D O 00O 0O 0O O easy
this product?
How certain are you about your weerain [1 (0 [0 O O O O sue
evaluation of the product? j
Please indicate your favorability toward unfavorable O D0OD0O0OO0OO0OoQg favorable
the presented product description.
Please evaluate the understandability of confusing [] [0 [3 [0 [0 [0 [J understandable
the presented description? :
How realistic is the presented ad? wnrealisic [1 [1 [T [0 [0 0 [ reatistic
How complex is the presented ad? complex O D00 0OOQ O 0O e
How difficult was it for you to difficult I:I O 00O O O O esy
comprehend the presented ad? ‘
How complementary is the presented not very
product with the companies’ existing complementary O O0O0o00nm. complementary
product pottfolio? : atail .
How similar is the presented product to N .
dissimilar il

the companies’ existing product portfolio? ’ O oo D O O O simia
Is the presented product a logical I ]
extension of the companies’ product illogical bobobood logical
portfolios?
Can the companies’ use their existing whelprl [1 [0 [ 0O O [0 O helptul

knowledge for the presented product?




A friend of yours has just come to you and said ‘Hey, I just heard about this new product, but I don’t
understand what it is. Can you explain it to me?”

a) IBM-Sony’'s computer:

b) Audi-Mercedes’ mobility concept:

Demographics:
Please indicate your gender:
Male @ Female @
What is your profession?
Administrative - Student L} _ Unemployed B
Own company o} Government B Other Ch
How old are you?
b
w20 [ 21-25 [ 26-30
3135 36-40 40-...
What is your marital status?
Single [} Married T Divorced u

Thank you very much for your cooperation!

If you have any questions concerning the study or the questionnaire, please contact Christoph Koestring (jan_kostring@uni-bocconi.it).

.
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Questionnaire Study 3 (translated)

I. Please indicate your favorability toward the following brands.

unfavorable N favorable

3 2 1 0 +1 +2 +

Apple @ N 3 [ l;]]
Samsung I;I & O
Nokia ‘
IBM O O | [
Mercedes o W H

I1. Do you think the following brands stand for a high or a low quality?
High Low
" Quality : Quality

+3 +2 +1 0 -1 -2 -3

Nokia Q | Q o
Mercedes @ @ : @
1BM W 3 O O o O
Apple : b O
Samsung Ch ) | ] [}

II. How familiar are you with these brands?
familiar - unfamiliar

+3 +2 +1 0 -1 -2 3

Mercedes Ch N | h O C
1BM O o o 0o 0 Q
Apple O Q G & O
Samsung T TR R T T
Nokia 0 0 O O O g O

IV. Do you think_me following brands stand for a high or a low status?

g
£

Apple
Samsung
Nokia
Mercedes

IBM

Coooo -

OO0C0O00 -
mf sl ulsfuk
Coooo s

Doudo -
DOLO0O0
Coooo

ww.

——-_
..




)

V. When you think about the following brands, which associations come first to your mind?

Apple
AOL
Sony

Samsung

VI. Please estimate how many products belong to the product portfolios of the following brands?

1 2-5 6-10 11-20 >20

Sony o o oo o
Samsung ]
AOL N o 3 O
Apple ] Q]

VII. How would you evaluate the quality variance in the product portfolios of the following brands?

High ' Low
Variance Variance
+3 . 2 +1 0 -1 -2 -3
AOL | 3 O W]
Apple Q
Samsung |
sy . O O O @ O O O
VIII. How similar are the products in the product portfolios of the following brands?
very
dissimilar similar
-3 -2 -1 0 +1 +2 +3
Samsung & 3 2
Sony o O
AOL Q- O
Apple 3 o o o O
IX. How innovative are the following companies/brands?
not innovative } very
at all innovative
-3 -2 -1 0 +1 +2 +3
Samsung O QO O o a
AOL o o o o O o
Sony ’
Apple a o ] ]

Apple and Microsoft have decided to expand their existing product portfolios by introducing
new innovations. On the following pages you will be confronted with two potential
extensions. Please read the presented descriptions carefully and evaluate the products on the
provided scales. '




Apple plans to extend its current portfolio with the following product innovation.

This product is an innovative mini laptop that offers the
" performance of a state-of-the-art laptop in the size of a palm. It
incorporates a display with sensors underneath for digital
encoding. This énables users to capture notes with a digital pen
on the display in "a natural format while the notes are
automatically converted to text computer code. In addition, it
has a light emissive display. This allows not only a viewing
angle of 180 degrees, but also an unrestricted use in sunlight.

Enter a number between 0 and 99 that reflects the relative newness of the product described above?

Not innovative [
atall

JI Implanted
0 bodv PC

Please indicate your favorability toward

portfolio?

: wfavorable [ [ [ O O [O [O favorable
this Apple product.

it 1i il i duct? tat .
Is it likely that you will try this produc " l];.ll:elay |:| OO g | O O O iikey
Do you think the presented product low : ‘ high
stands for a high or a low quality? oooooao . .
How difficult was it for you to evaluate difficalt eas
this product? boobooao 4
How certain are you about your uncertzin ‘ sure
evaluation of the product? O od ) b oo
Please indicate your favorability toward unfavorable favorzble
the presented product description. D oOooooDoao
Please evaluate the understandability of confusing [ [ [ [J [1 [0 [J understandable
the presented description? i
How realistic is the presented ad? wreatistic [] [ [0 [0 [ D [ realistic
How complex is the presented ad? omplex M ] O O O D O ey
How difficult was it for you to gitficat 1 - eas
comprehend the presented ad? = : b obbooDbd Y
How complementary is the presented not
product with Apple’s existing product complementary O 0000400 ::;lyplementary

. atall :

How similar is the presented product to
Apple’s existing product portfolio?

dgssimier [] [ O O O O O simitar

Is the presented product a logical
extension of Apple’s product portfolio?

iegical [J O OO O B8 O 1ogieal

Can Apple use its existing knowledge for
the presented product?

whelprl [ [ [0 [0 O O O helpfu

ls




Microsoft plans to extend its current portfolio with the following service innovation.

This service is a highly innovative digital entertainment service
that is based on transmisstons of digital information by satellite
at 560 k. It incorporates a newly developed decoder that can
handle a variety of applications simultaneously. This allows
users to customnize their TV programs to their individual needs
and to eliminate advertising from their daily TV program. In
addition, this service allows a camera to be included into the
sporting environment. This allows users to view the action
from the perspective of players on the field.

Enter a number between 0 and 99 that reflects the relative newness of the product described above?

Not innovative }
atall

l Imaginative TV

100

Please indicate your favorability toward unfaverable [ ] [ [0 [ [0 [0 [J favorable
this Microsoft product. '
Is it likely that you will try this product? not at very
all likely D boooaan likely
Do you think the presented product low high
stands for a high or a low quality? bcoboobdod .
How difficult was it for you to evaluate aicet (] O O 0O 0O O [O easy
this product?
How certain are you about your uncertain | sure
evaluation of the product? boooodod
Please indicate your favorability toward unfaverable 1 ] [ [0 [O [OQ [J faversble
the presented product description.
Please evaluate the understandability of éonfusin
g understandable
the presented description? D D oooobd
How realistic is the presented ad? wnrealistic [] [3 [0 O O [OJ [ realistic
How complex is the presented ad? complex D O 0O 0O 0O O g e
How difficult was it for you to difficult [ eas
comprehend the presented ad? oooobood Y
How complementary is the presented not very
product with Microsoft’ existing product omplemenary (] [1 O O O O O complementary
portfolio? atall
How similar is the presented product to Lo -
d la ! | 1
Microsoft's existing product portfolio? wimie [0 O O O O O simitar
Is the presented product a logical
extension of Microsoft's product illogical bdobood logical
portfolio?
Can Microsoft use its existing knowledge wnhetpral (1 [0 O 0O O 0 [0 helprul

for the presented product?

v .




A friend of yours has just come to you and said ‘Hey, I just heard about this new product, but I don't
understand what it is. Can you explain it to me?”

a) Apple’s computer:

b) Microsoft's entertainment service:

Demographics: ’
Please indicate your gender:
Male Female |
What is your profession?
Administrative Student L, Unemployed 2
Own company Government Oy Other

How old are you?

.20 [ 21-25 [ 26-30 [
3135 b 36-40 a0-.. J

What is your marital status?

Single [} Married ' Divorced

Thank you very much for your cooperation! .

If you have any questions conceming the study or the questionnaire, please contact Christoph Koestring (jan kostring@uni-bocconi.it).




