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Abstract

Brand extension strategy which means using the current brand name when offering new products for the
market, has become a frequently used branding strategy for firms since 1980s. Brand extension strategy is
an appealing strategy for many firms since it helps reducing costs of creating a new brand and benefiting
from the parent brand's brand equity. Thus, it is crucial for companies to understand the antecedents of
brand extension success especially in athletic footwear segment that targets mostly young consumers.

The aim of this study is to explore the relationships among the antecedents of brand extension success from
the generation Y cohort’s perspective on an athletic footwear brand and to propose marketing strategies.
The proposed model aims to examine the relationships among success factors such as "parent brand's
perceived quality”, "perceived fit between parent brand and extension brand" and "perceived risk". For
testing the proposed model in this study, a brand existing in the athletic footwear sector was determined. It is
a very popular and favorable brand especially among the generation Y cohort. A hypothetical product was
chosen for those consumers and collected data is analyzed by means of structural equation modelling. The
sample is composed of university students in Bursa. This study is expected to make academic and practical
contributions to the existing branding literature and the companies in athletic footwear industry, Turkey in
particular.

Keywords: Brand Extension Success, Branding Strategies, Athletic Footwear Brand, Structural Equation
Modelling, Bursa.

1. INTRODUCTION

Branding became a key issue since it has become quite easy to imitate the products of other firms. To gain
competitive advantage against competitors in the market, branding became essential in the modern era of
marketing. It is well known that the cost of introducing new products in markets is very expensive compared
to past due to extreme increase in promotion activities such as advertising and the difficulty of creating active
and effective distribution channels. As a result, more and more firms started using brand extension
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strategies, which means using an established brand name when offering a new product into markets.

The main advantage of brand extension strategy is the leverage effect of using the parent brand name. It
helps reducing the promotion costs, faster access into markets and reducing the risks perceived by
consumers. Brand extension is a very critical strategic decision for a firm because if the extension fails,
wrong brand associations or cannibalism may occur and the most important asset of the firm, its brand
equity, may be damaged because of a wrong choice of the extension. However, a successful brand
extension strategy is expected to enhance the brand equity of the parent brand and reinforce its position in
the market.

The aim of this study is to explore the relationships among the antecedents of brand extension success from
the generation Y cohort’s perspective on an athletic footwear brand which is a very popular and favorable
brand especially among the generation Y cohort. A hypothetical product was chosen for those consumers
and collected data is analyzed by means of structural equation modelling. This study is expected to make
academic and practical contributions to the existing branding literature and the companies in athletic
footwear industry, Turkey in particular.

2. LITERATURE REVIEW

Brand extension has got intense interest from both marketers and academicians and many studies has been
conducted examining this topic. Aaker and Keller (1990) conducted two studies to obtain insights on how
consumers form attitudes toward brand extensions. In one of their studies, reactions to 20 brand extension
concepts involving six well known brand names were examined. In the second study, the effectiveness of
different positioning strategies for extensions were examined. Boush and Loken (1991) explored the
implications of considering a brand as representing a category consisting of its products. Keller and Aaker
(1992) examined the factors affecting evaluations of proposed extensions from a parent brand that has or
has not already been extended into other product categories. Specifically, the perceived quality of the parent
brand and the number, success and similarity of intervening brand extensions, by influencing perceptions of
company credibility and product fit were hypothesized to affect evaluations of proposed new extensions, as
well as evaluations of the parent brand itself.

Boush (1993) examined how advertising slogans effected the evaluations of brand extensions. Different
versions of a brand slogan were presented to each of three treatment groups before they evaluated six
potential extensions of a hypothetical brand. Broniarczyk and Alba (1994) performed three experiments to
explore the relative importance of brand associations. Dacin and Smith (1994) made two laboratory
experiments and a survey, examining the effects of several brand portfolio characteristics on consumers’
confidence in and favorability of their evaluations of subsequent brand extensions. Bottomley and Doyle
(1996) examined the attitudes towards brand extensions by testing and generalizing Aaker and Keller's
model. Bhat and Reddy (2001) investigated the impact of parent brand attribute associations and affect on
brand extension evaluation by a model specifying the role of parent brand attribute beliefs and affect in
consumer’s initial evaluation of a brand extension using hypothetical extensions of different brands.

Czellar (2003) proposed a model of the antecedents and consequences of brand extension attitude based
on the dominant cognitive paradigm. The model was consisted of four key processes, which were: The
perception of fit, the formation of primary attitudes toward the extension, the link between extension attitude
and marketplace behavior and the reciprocal effect of brand extension attitude on parent brand and the
extension category attitude. Hem et al (2003) investigated the impact of category similarity, brand reputation,
perceived risk and consumer innovativeness on the success of brand extension in fast moving consumer
goods, durable goods and service sectors. The hypotheses were developed and tested on 701 consumers.
Volckner and Sattler (2006) addressed the issue of the significance and relative importance of the
determinants of extension success by investigating ten success factors. Their empirical analysis considered
the direct relationships between success factors and extension success, the structural relationships among
investigated factors and moderating effects. Buil et al (2009) examined the impact of perceived fit, brand
type and country’s culture on the consumers’ attitude towards brand extensions and also on the parent brand
equity by collecting data in three European countries: Spain, UK and Norway. A series of analyses of
variance were conducted to test the hypotheses. Brown et al (2011) tried to determine the success drivers
for B2B product-to-service brand extensions by developing a conceptual model.

Delvecchio and Smith (2005) examined the effects of perceived fit and extension product category risk. They
argued that brand extension price premiums increase because of the ability of a well known brand to reduce
the perceived risk that customers face in making their purchase decisions. Dens and Pelsmacker (2010)
investigated how advertisements for brand extensions contribute to consumers’ attitudes towards new line
and brand extensions of highly familiar brands. They also investigated the relative importance of attitude
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toward the advertisement, parent brand quality and fit between the parent brand and the extension for brand
extension evaluations with a sample of 754 people in Belgium. Doust and Esfahlan (2012) proposed an
integrative model of the effect of brand extension on brand image. The four key processes of the model
were; the formation of initial brand image toward parent brand, the perception of fit, the formation of attitude
toward brand extension and the effect of brand extension attitude on parent brand image. Dwivedi and
Merrilees (2013) investigated the impact of brand extensions on parent brand equity within the Asian context
and they added brand trust as a new antecedent of brand extension feedback. They created a scenario of an
Indian product brand hypothetically entering the service sector and a cross sectional survey of 327
Generation Y respondents was conducted.

3. ANTECEDENTS OF BRAND EXTENSION SUCCESS
3.1. Perceived Quality

The major premise lies behind the use of brand extension strategy is that parent brands which consumers
perceive to have a high quality provide greater leverage for extension products than the parent brands which
have low quality (Volckner et al, 2010, p.382). Negative attributions for a proposed brand extension are less
likely to appear when the parent brand is perceived to be of high quality (Keller and Aaker, 1992, p.39).
Perceived quality can be defined as a global assessment of a consumer’s judgment about the superiority or
excellence of a product (Aaker and Keller, 1990, p.29). The perceived quality is expected to have a positive
impact on the attitude toward the brand extension. If a parent brand is perceived as a quality brand, the
brand extension should benefit from it, if parent brand is perceived as a low quality brand, the brand
extension should be affected negatively (Aaker and Keller, 1990, p.29). Consumers generally tend to try
brand extensions as long as the parent brand is perceived as a high quality brand (Abosag et al, 2012,
p.1238).

If a parent brand offers a low quality extension, consumers are more likely to infer that all other products with
the same brand name are also having a low quality, which threatens the profits from those other products of
the parent brand. In addition, it can be said that parent brands would like to extend their brands with high
quality products (Balachander and Ghose, 2003, p.5). High quality brands are usually priced higher than low
quality brands. This would create more opportunities for high quality brands to charge higher prices for their
extension products (Bao et al, 2010, p.341). Since brand extensions are new offerings for the markets, lack
of information exists since consumers can not evaluate the perceived quality of the extensions at once. As a
consequence, they perceive a risk in buying the brand extension. To reduce the risk, consumers usually rely
on the parent brand’s perceived quality. Perceived parent brand quality is an important information signal to
infer perceived extension quality (Sichtmann and Diamantopoulos, 2013, p.569). Higher perceived quality of
the parent brand leads to superior transfer benefits. Perceptions of consumers of the brand extension are
generally expected to be positive if the parent brand has a high quality (Doust and Esfahlan, 2012, pp.4238-
4239).

3.2. Perceived Fit

Reviewing the brand extension literature, the perceived fit has been found as a major factor which has a
positive effect on brand extension evaluation. Many researchers have confirmed that there is a positive
relationship between the perceived fit and brand extension evaluation. They also suggest that the firms
should choose extension products similar to the parent brand or apply their promotion activities such as
advertising to increase the perceived fit between the parent brand and the extension (Gierl and Huettl, 2011,
p.120). Perceived fit is a key factor when it comes to evaluating brand extension process, bridging the gap
between new product assessment and the beliefs of the parent brand (Salinas and Perez, 2009, p.52).
Perceived fit affects the opinion on extended category directly. Consumers generally think that extension
products which are non-related with the parent brand’s category are not very trustworthy, which usually
generates a negative thoughts about them. When categories of parent brand and the extension product are
similar, consumers tend to evaluate the extension more positively (Salinas and Perez, 2009, p.53).

The perceived fit between the parent brand and the extension products is considered as a significant
determinant of the success of brand extension. Even though there is a lack of an agreement on the definition
of this concept, the idea behind the perceived fit refers to the degree of similarity between the parent brand
and the extension that consumers perceive. This dimension reflects the degree of congruence between the
parent brand and the new product offered by the firm. When firms offer a new product consistent with the
parent brand, consumers perceive higher similarity between the other products of the parent brand and the
extension product. Therefore, consumers tend to regard the extension products as more credible, which
make them more willingness to buy the extension products. In addition to creating positive attitudes towards
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extensions, perceived fit may strengthen and also dilute the image of the parent brand. If there is a high
similarity between the parent brand and the extension product, consumers usually have more favorable and
positive evaluations of the parent brand, which helps avoiding the dilution. If there is a high similarity
between the extension and the parent brand, consumers transfer their perceptions of quality and the other
associations of the parent brand to the extension. This may lead to improving quality perceptions, brand
image and the brand associations as well (Doust and Esfahlan, 2012, p.4240).

3.3. Perceived Risk

Perceived risk is seen as a multi dimensional construct, implying that consumers experience pre-purchase
uncertainty regarding the type and degree of expected loss resulting from the purchase and the use of the
product. Well known brands are often considered by consumers as a way of dealing with perceived risks. A
parent brand which is extended into a new product category offers a new alternative to consumers and also
has an impact on the risk perceptions of consumers. Well established parent brands generally play an
important role as a risk reliever and increases the possibility of product trials. The risks perceived by
consumers tend to decline and positive effects are likely to occur as people gain familiarity with the brand
through the repeated experience (Hem et al, 2003, pp.788-789). Leveraging existing parent brand equity into
new product categories may be useful for avoiding the risks associated with offering a new brand, by
convincing consumers that the positive attributes related with the parent brand are also relevant to the new
extension and benefiting from the positive attributes and associations of the parent brand (Barrett et al, 1999,
p.3).

Consumers are more likely to transfer parent brand trust to products when consumers perceive the parent
brand as safe and consider it as trustworthy. Therefore, they perceive that purchasing that parent brand’s
products as less risky (Wu and Yen, 2007, p.335). There are three types of risks when it comes to purchase
decisions: Performance, financial and social risks. Each type of these risks are commonly viewed as being
composed of two dimensions. The first dimension contains the outcomes associated with the decision of
purchase. The second dimension of perceived risk is related with the certainty of outcomes. As potential
outcomes are seen to be more negative or uncertain, the perceived risk related with the purchase decision
increases. Well known brands provide a reliability that the outcomes of purchase will be consistent with the
expectations and beliefs that customers associate with the parent brand. As a result, it can be said that
consumers rely highly on well known parent brands to cope with risks (Delvecchio and Smith, 2005, pp.185-
186).

4. RESEARCH METHODOLOGY
4.1. Conceptual Model and Research Hypotheses

In this section, the conceptual model that examines the antecedents of brand extension success is
presented. Perceived quality, perceived fit and perceived risk were selected as possible determinants of the
brand extension success for the research. The conceptual model of the study is shown in Figure 1. In this
conceptual model; “Perqual’, “Perfit’, “Perrisk” and “Extension” variables represent perceived quality,
perceived fit, perceived risk and brand extension success respectively.
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H1
Figurel. Conceptual Model
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As seen from Figure 1, research hypotheses are:

H1: Perceived quality has a positive effect on brand extension success.
H2: Perceived fit has a positive effect on perceived risk.
H3: Perceived risk has a positive effect on brand extension success.

After the implementation of the consumer survey, the reliability of the scale was measured by Cronbach’s
alpha. Next, an exploratory factor analysis has been executed. After providing the necessary conditions, a
structural equation modeling analysis has been applied to test the conceptual model. The chosen athletic
footwear brand is in a product category that is preferred by the generation Y cohort mostly. The sample of
this research was chosen as the university students in Bursa.

4.2. Findings
4.2.1 Reliability Analysis

A scale used in social sciences is generally tested by Cronbach’s Alpha. The data gathered in the research
has been transferred into the IBM SPSS 22 program. Cronbach’s Alpha values are; 0,84, 0,93, 0,80 and
0,92 for perceived quality, perceived fit, perceived risk and brand extension success factors.

4.2.2 Testing the Basic Structural Model

In this section, the results of the structural model are given. The structural model and the standardized path
coefficients are shown in Figure 2.
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0. 72 = POl PE1 ~+0 .53
: L
[ FQ2 FEZ -t _Z0
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: L P
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Figure 2. Structural Model and Standardized Path Coefficients
All the paths were found to be statistically significant. Results of the hypotheses are given in Table 1.
Table 1: Hypotheses Results
Hypotheses Accepted/Rejected
H1 Accepted
H2 Accepted
H3 Accepted
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The paths of the model and the path coefficients are given in the Table 2.
Table 2: Paths and Coefficients

Paths Value
Perqual- Extension 0,17
Perfit- Perrisk 0,24
Perrisk- Success 0,90

As seen in Figure 2, perceived quality has a direct and positive effect on brand extension success. Perceived
fit has a positive and direct effect on perceived risk and perceived risk has a positive and direct effect on the
brand extension success. The path coefficient between perceived quality and the brand extension success is
0,17. The path coefficients between perceived fit and perceived risk and the perceived risk and the brand
extension success are 0,24 and 0,90 respectively. It shows that the perceived fit has an effect on the brand
extension success with the mediating affect of perceived risk and the perceived risk has a positive and direct
effect on brand extension success.

The reliability of the structural model can be measured by various statistics. These are called goodness of fit
statistics generally. Common used fit statistics are shown in Table 5. Goodness of fit statistics indicate that
the structural model is valid.

Table 3: Goodness of Fit Statistics

The Goodness of Fit Statistics Value
Chi Square/Degrees of Freedom 4,67
RMSEA 0,10
NFI 0,88
CFI 0,89
RMR 0,09
Standardized RMR 0,10
GFlI 0,87
AGFI 0,84

When controlling the goodness of fit statistics; the GFI, AGFI, CFl and NFI values are some important values
for checking the model. It can be seen in the statistics that these values are 0,87, 0.84, 0,89 and 0,88
respectively. These values show that the structural model has good values. The RMSEA, RMR and SRMR
values are also good for the model.

5. DISCUSSION AND IMPLICATIONS

Perceived quality is a very familiar and one of the most investigated determinants in the brand extension
literature. In Aaker and Keller's (1990) pioneer work of brand extension, they have found that perceived
quality of the parent brand was strong only if there was a basis of similarity between the two product classes.
Keller and Aaker (1992) came to a conclusion in their study of brand extension, that perceived quality is an
important determinant in brand extension success. They found that parent brands with high quality stretch
farther than average quality brands. They also emphasized that high quality brands lead to more favorable
extension evaluations than the brands with average quality.

Volckner et al (2010) investigated the role of parent brand quality for service brand extension success using
partial least squares modeling and they found that parent brand quality is the dominant success driver for
service brand extensions. Bao et al (2010) explained that when the perceived quality of the parent brand is
low, consumers tend to have lower expectations for the extensions. Parent brand with lower quality may
result in weak evaluations of extensions. Sichtmann and Diamantopoulos (2013) found that perceived quality
of the parent brand has a mediating role between the brand origin image and the success of brand extension
evaluations.
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Similar to previous findings, perceived quality was found to have an effect on brand extension success
directly in this study. It is not surprising that consumers look for quality products when they consider about
shopping. Quality has become a necessity, not a privilege in the modern era of marketing compared with old
fashioned marketing. Considering the generation Y cohort, it can be said that buying and consuming high
quality products, these young consumers feel themselves much comfortable as quality products often create
a show off effect for other consumers.

Perceived fit is seen as a very important determinant of brand extension success in the brand extension
literature. Gierl and Huettl (2012) tested three models to gain insights of understanding the effect of
perceived fit on brand extension success. Their findings show that brand attitude transfer model best
describes the role of perceived fit. They indicate parent brands can increase their success of extension
products by increasing the perceived fit between the core product and the extension product. Salinas and
Perez (2009) found that perceived fit between the new product and either the remaining products or the
brand image are able to strengthen consumer attitude. In addition, if the extension has a low fit, there will be
a negative effect on the attitude toward the brand, regardless of the attitude toward the extension. It is also
important to understand that the perceived fit may affect the attitudes not only toward the extension, but also
toward the parent brand as well.

Volckner and Sattler (2006) investigated the effect of possible ten success factors on brand extension
success. Their findings show that the perceived fit between the parent brand and the extension is the most
important driver of brand extension success. In their study of examining the role of the perceived fit between
a parent B2B brand and its extension product by applying Aaker and Keller's consumer evaluation model
with the residual-centering technique to empirically assess the fit extension, Tang et al. (2008) found that the
consistency of brand concepts between the parent B2B brand and the B2C extension product is the
dominant factor influencing consumer evaluations.

According to brand extension literature, consumers’ evaluations of brand extensions may be influenced by
their perceptions of the risk associated with new products or new categories. Hem et al (2003) found that
perceived risk is not as important in fast moving consumer goods as in other industries. When they
investigated the service sector, however, they found that the characteristics of services make it difficult for
consumers to evaluate the extensions; the impact of perceived risk may encourage consumers to prefer
brand extensions from well known parent brands since they help reducing the negative consequences from
making a wrong decision.

Delvecchio and Smith (2005) examined the effects of the perceived fit and extension product category risk in
their study. Their results show that fit with the extension category, social risk and financial risk affect brand
extension price premiums. As the degree to which brands with high extension category fit are rewarded in
terms of a price premium would be increased as each type of category risk increases. However, a positive fit-
price premium relationship holds only in product categories meeting a certain risk profile. Price premiums
differ as a function of fit only when the extension category is one with high financial and social risk.

In this study, perceived fit is found to have an effect on brand extension success through the perceived risk.
In most studies, perceived fit was found as a direct variable on brand extension success. Perceived fit is an
important variable when it comes to brand extension because consumers generally like to buy extension
products because it eases their purchase decision and helps consumers to transfer their associations into
the extension product easier and thus, it helps consumers to reduce the risk levels they perceive.
Appropriate selection of the parent brand and the extension product and its product category can affect the
fit consumers perceive. Consumers usually make their purchase decisions to lower the risks because of their
nature. So the results derived in this study can be interpreted as rational.

5. LIMITATIONS AND FURTHER RESEARCH

This study has a geographical limitation. The research was conducted only in Bursa. The data are based
solely on responses from the people who live in one city of Turkey. Therefore, conducting a study in a larger
geographical area can contribute to the literature. Another limitation of the study is that only one brand was
examined.

This research could add depth to brand extension literature. There are only few studies that have
investigated brand extension success through the point of view of generation Y cohort. The literature may be
improved by conducting a study in a larger geographical area. Brand extension strategy has taken a lot of
interest among the academicians and the managers of the companies in the private sector. This study
examines the apparel industry and it may be expanded into other industries as well.
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