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Abstract:

A company makes a corporate brand extension when it relies on its corporate name to launch a new product. A
corporate brand extension clearly identifies an organization with the product, and so evokes different reactions
from consumers than a product brand extension. A corporate brand may create associations in consumers' minds
that reflect the values, programs, and activities of the firm. (Aaker & Keller 1998). Companies are increasingly
taking their corporate brand into new and unrelated business areas in order to capitalize on their brand equity.
This paper makes an effort to applies the model of Aaker & Keller (1990) of attitude towards brand extension to
corporate brands and taking Haier as a case, studies whether this consumer electronics manufacturer can stretch
itself to unrelated product categories. A primary research in the form of survey has been conducted amongst the
SEC A Homemakers and & Working class women in the region of Mumbai and the ATBE scores for Haier is
measured. This research would benefit the organisations in taking corporate strategic decisions with respect
which product in an unknown category should they invest and which ones should they not.
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I.  Introduction & Background

Companies are increasingly taking their corporate brand into new and unrelated business areas in order
to capitalize on their brand equity. Wally Olins points to one of the most essential strategic issues concerning
branding strategy: Brand Extension. With the increasing focus on optimization of brand value, one of the main
strategic brand issues for companies to consider is how the brand equity can create value across more activities,
markets, and product categories (Balmer & Grey, 2003; Aaker, 2004). Many companies therefore work at
stretching or extending their brand into business areas that are not related to the business in which the brand
originated.

Extensions always carry the risk of diluting what the original brand name means to consumers, especially
in the case of extensions that are inconsistent with the brand’s existing image. The dilution has also been
investigated through empirical research and there are results showing that under certain conditions, a brand
extension can diminish consumer feelings and beliefs about a brand name. The risk of diluting the parent brand is
also a concern (Keller, 2000). The conclusion in most research on brand extensions is that the brand needs to be
a strong brand with a very precise meaning- a solid brand identity- in order to cover a broad range of unrelated
products. The more a brand covers different categories, the more it stretches and weakens, losing its force like an
elastic band (Kapferer, 1992).

Aaker and Keller’s (1990) study on how consumers evaluate brand extensions is principle study in the
field of brand extensions. The authors hypothesize that “evaluations of brand extensions are based on the quality
of the original brand, the fit between the parent and extension categories and the interaction between the two”
(Bottomley & H olden, 2001, p. 494). They hypothesized that “the consumer’s attitude towards the brand
extension is a positive function of the quality of parent brand, the fit between the parent’s brand category and the
extension category (measured in terms of the transferability of skills and expertise from one category to the other
and the complementarity and substitutability of one category and the other), the interactions of quality with three
fit variables, and the degree of difficulty in designing and making a product in the extension category” (Bottomley
& Holden, 2001, p. 495).Bottomley and Holden (2001) suggested that the quality of the parent brand and the fir
between the parent brand and the extension are the key determinants for consumers evaluation. Consumer’s brand
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extension evaluation is also determined by the dimension of the fit.

The factors influencing the success of the extension in Aaker and Keller (1990) model were the: ...
attitude toward the original brand”, labelled QUALITY (p. 29); “fit between the original and extension product
classes” (p. 29); and, the “perceived difficulty of making the extension”, labelled as DIFFICULTY.

The three dimensions of ‘fit’ were:

COMPLEMENT - “...the extent to which consumers view two product classes as complements” (p. 30);
SUBSTITUTE - “...the extent to which consumers view two product classes as substitutes” (p. 30); and,
TRANSFER - “... how consumers view relationships (design or making) in product manufacture” (p. 30).

Y=o +p1lQ+p2T+B3C+P4S+B5QT+B6QC+B7QS+B8D+¢

The dependent variable(Y) was “... attitude toward the extension, operationalized by the average of the
perceived quality of the extension and the likelihood of trying the extension measures” (p. 34). Four hypotheses
were proposed and tested: “H1: Higher quality perceptions toward the original brand (ie. higher QUALITY) are
associated with more favorable attitudes toward the extension.” (p. 29). “H2: The transfer of a brand’s perceived
quality is enhanced when the two product classes in some way fit together. When the fit is weak, the transfer is
inhibited.” (p. 30) “H3: The fit between the two involved product classes has a direct positive association with the
attitude toward the extension” (p. 30). “H4: The relationship between the difficulty of making the product class
of the extension, DIFFICULT, and the attitude toward the extension is positive.” (p. 30)

Aaker & Keller’s exploratory study utilized qualitative, correlational and experimental research methods
using data from consumer (student) evaluations of brand extensions. The correlational aspect of the study has
been replicated by Sunde& Brodie (1993) in New Zealand, Nijssen& Hartman (1994) in Netherlands and
Bottomley & Doyle (1996) in UK.

Il.  Objective Of The Study:
[1To evaluate the Attitude towards Brand Extension (ATBE) score for the new product categories (hypothetical
extensions) for Haier.
[1To suggest the extent to which Haier can stretch itself based on the ATBE scores.

I11.  Research Methodology:

A primary research in the form of survey and has been conducted taking Haier as a Corporate Brand into
consideration. To evaluate the attitude towards the brand as well as the extension parameters, the methodology
adopted is quantitative for which an exhaustive Questionnaire is prepared and utilized as a data collection tool.

An effort has been done to analyze quantitatively, how far the Corporate Brand (CB) can stretch itself,
making use of new product categories in the form of hypothetical extensions which the CB has never manufactured
or marketed in the past. These hypothetical extensions have been decided based on a Focus Group Discussion
among the target group dealing with these extensions.

Housewives & Working class women in the metro are taken into consideration as the target population.
Considering the hypothetical extension to be Home appliances and largely kitchen domain, such a target
population is taken into consideration. With the kind of lifestyle which an average Indian women dwells, she is
heavily exposed to numerous brands and their respective promotions through various media channels.

For the study, a significant sample size of 287 respondents in total is taken into consideration across the
region of Mumbai. The sampling technique used for the survey is a Multi stage sampling Technique, where in at
the first stage the metro is divided into four zones — Suburbs, SOBO, Navi Mumbai & Thane and further on
Convenience sampling technique is used within the zones. The later technique is used since the respondents are
readily available and not much effort or filtration is required to choose respondents.

An equal distribution of respondents is taken for each income bracket, as with the kind of purchasing
power significantly increasing amongst the youth with better education and lifestyle, and more importantly the
price range of consumer electronics products in market with year round promotions and discount offers there is
hardly any significant difference one may find within the income bracket. The income bracket has an categorical
option starting from 2.5 L, since for purchase of a brand like Haier expects a minimum income of atleast 2.5 L
and above.

The Parent Brand Evaluation consists of evaluating Haier on the basis of parameters like Parent Brand
Knowledge, Parent Brand Quality, Innovativeness, Concern for the environment and Corporate ethics and
responsibility, whereas, Corporate Brand Awareness, Perceived Quality of the Corporate Brand, Corporate Brand
Identity, and Corporate Brand Positioning, helps us to understand the Corporate Brand Strength. Evaluation of
parent brand extensions to hypothetical product categories consists of evaluating variables such as Transfer, Brand
Concept Consistency, and Difficulty to produce. All the item scales for the respective variables are scaled on a 7
point Likert scale. A significant reliability is achieved for their respective item scales.

The questionnaire for product attitude measurement is with respect to parameters such as overall
perception of the brand extension, competency, difficulty, consistency, association fit, capability.
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A pilot study has been conducted prior to the survey with a sample size of 50 respondents to check out
the quality of the questionnaire. A significant reliability was achieved at the analysis of the pilot test.

IV. Data Findings & Analysis:
Extension characteristics evaluation of the Parent Brand
Evaluation of parent brand (Haier) extensions to new product categories (hypothetical extensions)
consists of evaluating its extension characteristics variables such as Transfer, Brand Concept Consistency, and
Difficulty to produce. The items scales for which are tested and have been found to have a high level of reliability.
Following are the item scales for each of the independent brand extension variable, with an average reliability
(Cronbach o)) of 0.835, 0.815 and 0.789 respectively.

Parent Brand Characteristics Score:

Parent Brand Characteristics Mean Scores
Parent Brand Quality 5.98

Table 1. Parent Brand Characteristics Scores

It has been observed that the Parent Brand Quality has a high rating on a 7 point Likert scale most likely
due to the strong position of brand Haier as market leader in consumer electronics and home appliances in India.

Summary of Brand Extension Characteristics Scores:

Brand Extension Transfer Difficulty Complement Substitute
Dishwasher 5.84 2.12 5.31 3.56
Water Purifier 5.32 2.81 4.92 3.15
Cookware 2.10 6.08 2.02 2.78

Table 2. Brand Extension Characteristics Scores

As far as the brand extension characteristics is concerned of the parent brand (Haier),it is observed that
hypothetical extensions such as Dishwasher, and Water purifier has relatively higher scores on their Compliment
and Transfer variable, most probably because they are strongly associated to the electronics arena and are closely
related to the existing Haier home appliances such as Haier Refrigerator, Microwave oven respectively, whereas
products which are beyond electronics sphere has shown a higher score for Difficulty to produce.

Attitude Towards Brand Extension (ATBE) Score for new product categories (hypothetical extensions)

Hypothetical Extensions ATBE scores
Dishwasher 5.12
Water purifier 4.78
Cookware 4.41

Table 3. ATBE scores for Hypothetical extensions

As seen from the tables below the Attitude Towards Brand Extension Scores is highest for the
Dishwasher hypothetical extension followed by Haier as a Water Purifier. The hypothetical extension into
unrelated product category such as Stationary has the least attitude towards brand extension score. The mean
scores indicates the likelihood of the hypothetical product extension by the consumers.

V.  Conclusion:

Brand extensions allow consumers to draw conclusions and form expectations about the potential
performance of a new product (i.e. the brand extension) based on their existing knowledge about the brand. The
set of associations for which the parent corporate stands in the market, for what it is known for in the market, is
of prime importance, as it has seen from the ATBE scores. It is been observed by measuring the Attitude towards
the Brand Extension scores of the new product categories for Haier, the further it goes away from its related
product categories, the less acceptance it has from the consumers. Considering Haier having a strong foothold in
the Consumer electronics domain this research suggests organisation like Haier to extend its brand to related
product categories.

This research would thus benefit organisations who adopt Umbrella branding strategies at corporate
level, with respect to how far can it stretch its corporate presence without the parent brand getting diluted This
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would in turn benefit the organisations in taking Corporate strategic decisions with respect which product in an
unknown category should they invest and which ones should they not.
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