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ABSTRACT 
Not all brand extensions are successful and for every brand extension there is a risk of 

harming the corporate brand. Therefore the purpose of this thesis was to study how the 

consumer attitude changes on the corporate brand after vertical and horizontal brand 

extensions. We used two different focus groups and compared the results with theory. In 

upscale vertical brand extension the companies need to create credibility in a higher 

price, while downscale vertical brand extension are easier for companies to develop. The 

study indicates that a new brand name for the brand extension should be used in order 

to avoid damaging the quality and price on the corporate brand. In horizontal brand 

extension it is important to keep a main thread between the corporate brand and the 

extension to avoid losing credibility in the brands’ niche on the market. Further the 

study is a contribution for brand extensions and for further research in this subject.  
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SAMMANFATTNING 
Inte alla märkes utvidgningar är framgångsrika och i alla märkesutvidgningar finns risk 
att skada huvudmärket. Därigenom blev syftet på denna studie att se hur konsumenters 
attityd förändras på huvudmärket efter företags vertikala eller horisontella märkes 
utvidgningar. Vi använde två olika fokusgrupper och kombinerade detta med aktuell 
teori. I exklusivare vertikal märkesutvidgning visar studien att det är viktigt för 
företagen att skapa trovärdighet om det nya märkets kvalitet och pris, medan 
neråtgående utvidgningar i pris och kvalitet är lättare för ett företag att skapa genom 
dess befintliga produkter men kan drabba företaget desto värre genom att dess 
huvudmärke kan sjunka i värde från konsumenternas synvinkel. I horisontell 
märkesutvidgning är det viktigt att behålla en röd tråd i märkets nisch från 
huvudmärket till det nya märket för att inte förlora trovärdighet om deras nisch på 
marknaden. Fortsättningsvis är studien ett bidrag till märkesutvidgning och fortsatt 
forskning inom ämnesområdet.  
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1 INTRODUCTION 
 

In this section we will introduce a background of the chosen area, further this leads to a 

problem discussion of the situation. Additionally, the problem discussion will create a 

foundation to our overall purpose with this study. Finally we will in this chapter introduce 

the research questions for this thesis.  

 

1.1 BACKGROUND 
 

Today the brand name is important when launching new merchandise or a new product 

category (Blomquist and Holm 2004). According to Blomquist and Holm (2004) there is 

often difficult competition for organizations today within most every industry due to the 

fact that an increasing number of products become more similar to one and other. They 

continue to claim that when the margin decreases, the brand name importance increases 

for the consumer.  

A greater position for the brand and an increasing influence on the perceived value from 

the brand has made extensions a popular strategy for expansion, especially in fast-

moving lines of business (Ambler and Styles 1997). Massive costs and risks are 

associated with creating a new brand and product lines whereby many attempts fail, 

extending an existing brand is then seen as a cost efficient method with lower risks 

(ibid.). Extensions can be described as a strategy to launch new products within a 

current product-class or outside a product-class, with or without the corporate brand of 

the company (Chen and Liu 2004). 

Marketers with multiple and diverse product-lines have the opportunity to use 

extension as an expanding-strategy. When expanding there is according to Tauber 

(1981) different expansion methods where two methods are extension-strategies, brand 

extension and line extension. Line extension is a minor addition within the same product 

category and within the corporate brand, such as introducing a new taste for a food 

product (Tauber 1981). Instead, brand extension aids in generating consumer 

acceptance for a new product by connecting the new product with a known brand or 

company name, but it also risks diluting the corporative brand image by reducing or 

harming the equity which has been built up within the corporate brand name (Aaker, 

1990).  

By investing on the reputation of established brands, companies can save high costs of 

launching new extensions instead of new brands (Xie, 2008). Aaker and Keller (1990) 

states that the chance of success for an extension is increased because an extension has 

an established brand positioning to use. Brand extensions should not be considered as 
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guarantees for product success but a model to be able to get a greater starting point, 

extensions has been increasingly adopted in consumers view on the goods (ibid.).  

 

 

 

 

 

 

 

 

Figure 1.1: Brand Extensions  

Source: Adapted from Kim and Lavack, 2001; Martínez and Pina, 2003; and Xie, 

2008. 

As seen in figure 1, we have focused on brand extensions and just as a number of authors 

(e.g. Xie 2008; Kim and Lavack 2001; and Martínez and Pina 2003) we are going to use 

the term vertical and horizontal brand extension. According to Kim and Lavack (2001) 

horizontal brand extension is dealing with factors when an existing brand is an 

application on a new product in a new category for the organisation. An example is Ivory 

soap introducing a horizontal brand extension in the form of Ivory dishwashing liquid. 

Vertical brand extension is instead involved with introducing a similar brand to the 

same product category but then at a different quality and price level (Kim and Lavack, 

2001). Examples for vertical extensions can be found in, among others, the automobile 

industry where it is frequently used. An example Kim and Lavack states is when Toyota 

made a launch of the models Corolla and Camry which can be seen as a vertical brand 

extension due to the fact that they are similar but the product names are different. 

Taking vertical brand extension in consideration, it can be seen as either a step down or 

a step up in quality and price from the corporate brand and product (Kim and Lavack, 

2001).  

The last couple of years extensions have been used as a strategy and then the search for 

the most profitable and most providential strategies have been conducted (Martínez and 

Pina 2003). According to Martínez and Pina (2003) a successful extension has to have a 

strong corporate brand as a foundation due to the fact that the brand image before the 

extension will influence the supposed picture after the extension. The authors 

emphasize that negative impact on the corporate brand in an extension is hard not to 

eliminate, because there can be influence on many different levels (ibid.). 
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1.2 PROBLEM DISCUSSION  
 

According to Kim, Lavack and Smith (2001), any inconsistent attribute information 

about a new brand extension results in a modification of the corresponding belief about 

the corporate brand. 

With expansion strategies there is often a risk for negative outcome and brand extension 

is not an exception. According to Martínez and Pina (2003) the greatest risks with brand 

extension is cannibalism of sales and deterioration of the corporate brand. Further they 

mean that it will have greater probability to increase these risks when extensions are 

inconsistent with the brand image or that fail with regard to consumer expectations 

(ibid.). According to Chen and Liu (2004) negative effects can occur when the extensions 

similarity to the corporate brand is extremely small. On the other hand, this can also 

occur when extensions are equal to the corporate brand, but not on an obvious level for 

the customer (ibid.). 

Horizontal brand extension involves an organization creating new products under the 

corporate brand (Chung, Kim and Lavack, 1996). According to Martínez and Pina (2003) 

there are risks of losing credibility when using too many product lines for the same 

corporate brand. Furthermore, we want to study customers’ perception of changes in 

the corporate brand after a horizontal brand extension, and how customers’ new 

perception affects the corporate brand.  

In our opinion an example of problems in vertical brand extension could be a “low-price-

brand” creating an extended product line in an upper price or quality range; the 

credibility can decrease from the customer view when the brand is associated with low 

quality products. We believe this can make the consumer feel doubt about the credibility 

of the corporate brand, which the companies need to overcome. “Fit” of a product is 

described by Park, Milberg, and Lawson (1991) as a result in brand extensions, 

depending on the adaption of new products in relation to the existing brand. This “fit” is 

depended on two factors which are product characteristic similarity and brand concept 

consistency (ibid.).  

According to Xie (2008), consumer willingness to test new products appears to be more 

positively related to acceptance of new brands than to that of brand extensions, 

although consumers can be positively related to both. When extension distance is 

considered, consumers with willingness to test new products are more likely to choose 

far brand extensions than close extensions (Xie, 2008). These types of consumers are 

more likely to choose horizontal brand extension than vertical brand extension (ibid.). 

Therefore, we want to study how these extensions differ from the customers’ point of 

view. We believe that the company needs to convince the costumers of the extended 

brands price and quality’s place on the market without affecting the corporate brand 

negatively. Furthermore, we want to investigate risks that firms take if the perspective 

of customers changes after this type of brand extensions. How customers’ will perceive 
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value change after introducing a brand extension? According to Sexton (2008), 

“Perceived value is the maximum your customers will pay. All of marketing is the 

management of perceived value.” (p. 48) He continues to explain that perceived value is 

created by (1) benefits, (2) relative performance, and (3) the relative importance of 

benefits for the customer. Sexton (2008) emphasize that the stronger a brand is - the 

higher the perceived value is. The perceived value will have high influence on many 

strategic decisions for an organization (ibid). Therefore, we have chosen to investigate 

how the perceived value changes when an organization develops a brand extension.  

A large number of studies and research has been done in the field of extensions (e.g., 

Tauber 1981, Kim et al. 2001, Martínez and Pina 2003) but in the area of comparing 

vertical and horizontal extensions there is still a lack of evaluated information that gives 

a clear and comprehensible image of the situation. Therefore it is important to continue 

conducting research in this area and this essay is a contribution to this research.  

 

1.3 OVERALL PURPOSE 
 

Based on the problem discussion in the section above, the purpose of this research is 

defined to increase the knowledge of brand extensions effect on the customer perceived 

value.  

In addition to this, we want to gain deeper understanding in change of customer 

perception of corporation brand after a brand extension, in either a vertical or 

horizontal approach. Additionally, this research will increase the knowledge about the 

risks of dilution and reduction in credibility when expanding a company through brand 

extension. Through the risks, the intention of the study is to gain understanding if the 

distance between the corporate brand and the extended brand is too far or if the “fit” is 

acceptable, or if the main importance rest on how far the extended product in price or 

quality are extended.  

 

1.3.1 RESEARCH QUESTIONS 

 

RQ 1: How does customers perceived value of the corporate brand change, after developing 

a vertical brand extension?  

RQ 2: How does customers perceived value of the corporate brand change, after developing 

a horizontal brand extension?  
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2 THEORETICAL FRAMEWORK  
 

In this theory section we focus on both vertical and horizontal brand extension, and what 

positive and negative effects this could have on a company from the perspective of the 

customer. The section 2.1 concerns research question one and 2.2 is theory connected to 

research question two, the parts 2.3 until 2.5 is then connected to both research questions.  

Brand extension can be defined in a holistic approach to be able to include extensions of 

brand names, modified products or product lines in the extension (Xie 2008). 

Classifications and definitions of extensions are quite clear in a theoretical view but from 

practical experience the boundaries are much less clear (Ambler & Styles 1997). 

Brand extensions are the practice of using current established brand names to enter 

new product categories (Aaker and Keller, 1990). This defines brand extensions as an 

attempt to extend established brand names to launch new or modified products or lines 

for a company (ibid.).  

 

 

2.1 VERTICAL BRAND EXTENSION 

 
Vertical brand extension can be divided into upscale and downscale, according to Xie 

(2008). Upscale brand extension is when a firm creates a new product line with a higher 

price and quality. Meanwhile, downscale brand extension is when a company creates a 

product with lower quality and price than the product lines that already exist (ibid.). Xie 

(2008) claims that a “step-up” or “step-down” in quality and/or price cannot just 

influence the way the product is launched and marketed, but also how the awareness 

and reputation influence the core brand.  

 

2.1.1 POSITIVE EFFECTS OF VERTICAL BRAND EXTENSION 

 2.1.1.1 Upscale Vertical Brand Extension 

Upscale extensions are more likely to be adopted than downscale extensions for 

reputation brands because of the association with new product development and high 

quality (Pitta and Katsanis, 1995). Xie (2008, p. 240) states: 

 

“The upscale and downscale directions of vertical extensions also affect the relationship 

between consumer innovativeness and consumers’ acceptance of vertical brand extensions, 

as consumer innovativeness appears more positively related to upscale vertical extensions.” 

 

The consumer willingness to explore new products emerges more positively related to 

upscale vertical extensions (Xie, 2008). This type of consumers are more likely to be 
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attracted by new product features that are normally associated with upscale vertical 

extension, and also more likely to accept this type of vertical brand extensions (ibid.). 

Kim and Lavack (1996) argue that it is more favorable to distance the upscale extension 

from the corporate brand in order to avoid being associated with the corporate brand’s 

lower level of quality. 

 

2.1.1.2 Downscale Vertical Brand Extension 

According to Kim and Lavack (1996) a downscale vertical brand extension of a function 

orientated corporate brand is usually perceived more similar to the corporate brand 

than for a prestige oriented company. The function orientated organization is often 

associated with credibility in the quality of their products instead of social status and 

prestige on the prestige oriented companies, and lead to less damage on the corporate 

brands image. The authors further state that there is great potential for a highly 

successful downscale vertical brand extension on prestige orientated products through 

accessing the middle class customer segment that does not afford the more expensive 

prestige products, but can afford the products of the downscale extensions. The profit 

from the extension can be much larger than the corporate brands profit from the new 

market segment. (ibid.) 

2.1.1.3 Co-branding  

According to Horton (1998), alliances between companies can allow companies to 

market a full range of products to customers without investing as much financial and 

time wise as if the firm would create the new products alone. Further the author states 

that firms in their effort to increase their profits are being pushed to create new 

strategies to meet the changes in the global business. Co-branding create a lot of 

advantages as they can expand their field and also minimize risks, share fixed cost for 

the firms, and greater ability to meet consumer needs (ibid.). According to Sexton 

(2008) the perceived value can increase when dealing with co-branding due to the fact 

that two brands will increase the perceived quality and customers will have greater 

liability for the product.  

 

2.1.2 NEGATIVE EFFECTS OF VERTICAL BRAND EXTENSION  

Dacin and Smith (1994), claims that launching a vertical brand extension almost always 

has a negative effect on consumer perceptions of the firm’s core brand. Further the 

authors state that studies indicate that even if the extension is an upscale or downscale 

vertical brand extension, the impact on the core brand is negative (ibid.).  
 

2.1.2.1 Upscale Vertical Brand Extension 

According to Kim and Lavack (1996) the customer can experience confusion in an 

upscale vertical brand extension through questioning why the upscale improved quality 

was not build into the corporate brand instead of separating into an extension. 

Supplementary, the customer can question if the corporate brand already had good 
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quality why an upscale brand extension was necessary and experience the corporate 

brand less favorable (ibid.).  

 

2.1.2.2 Downscale Vertical Brand Extension 

Downscale vertical brand extension can use the awareness and reputation of the core 

brand in the marketplace to enable the new extended line (Xie, 2008). Further on, when 

companies extend through downscale vertical brand extensions, the brand has product 

information from the core brand to borrow to reach low price and quality to offer to 

their potential customers (ibid.). According to Xie (2008), unsuccessful downscale brand 

extension may damage the reputation of the corporate brand. According to Kim and 

Lavack (1996) the research made in their study showed that prestige oriented corporate 

brands were much more damaged by downscale brand extension than the function 

oriented downscale vertical brand extension was. Further on, another reason why 

prestige oriented corporate brands can be harmed by a downscale vertical brand 

extension is that it can reduce the credibility and quality which are the main focus of a 

prestige orientated corporate brand (ibid.). 

 

 

2.2 THEORY OF HORIZONTAL BRAND EXTENSION 
 

2.2.1 POSITIVE EFFECTS ON HORIZONTAL BRAND EXTENSION  

2.2.1.1 Reciprocal Effects on Horizontal Brand Extension 

Positive reciprocal effect from an extension can be explained as an influence from the 

extended brand to the parent brand when creating an extension and vice versa (Chen 

and Liu, 2004). Positive reciprocal or mutual positive effects on extensions exist, 

according to Chen and Liu (2004), only when it is dealing with an average-quality parent 

brand introducing and creating a successful brand extension. They emphasize that 

parent brands that previously and already have established a well regarded position will 

not have the same change when creating an extension. Furthermore the authors claim 

that effects exist for brand extensions when the extension has common associations 

with the parent brand.  

Dealing with mutual positive effects from extensions and corporate brand, two 

conditions have to be fulfilled for the transfer to occur (Chen and Liu, 2004). First, the 

information from the extension has to be relevant in aspect to the parent company, this 

requires similarity between extension and the parenting company and second, that the 

beliefs about the corporate brand have to undergo a change (Chen and Liu, 2004). 

Chen and Liu (2004) emphasize that positive reciprocal change can increase the market 

share for an organization for both the extension and the parent brand.  
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2.2.2 NEGATIVE EFFECTS OF HORIZONTAL BRAND EXTENSIONS 

Uggla (2002) claim that an aspect often neglected is the fact that an extension is entering 

a sector that is already connected with perceptions and associations. If the entry is too 

massive and in too many different categories the view of the brand can initially be 

changed (ibid.). When the brand has a solid foundation on the products at the existing 

markets those types of negative aspects usually decline (Uggla 2002). Uggla (2002) 

continues to emphasize that if an organization enters a new market with the belief that 

it is similar and has the same foundation as the ground market; the extension is more 

likely to fail than if the organization starts with a clear and “unpainted” view.  

2.2.2.1 Reciprocal Effects on Horizontal Brand Extension 

There are negative reciprocal effects, those effects occurs when the similarity between 

the parent brand and the extension is extremely low (Chen and Liu, 2004). However 

Chen and Liu (2004) argue that the negative reciprocal effects can also happen when the 

similarity is too large when; the similarity is extremely high and the resemblance 

between the parent brand and the extension is too large and clear dividends cannot be 

drawn. 

2.2.2.2 Cannibalization 

Cannibalization can be defined according to Srinivasan, Ramakrishnan and Grasman 

(2005) as a process when a new product in an extension is launched in an all too close 

function or with similar attributes and it therefore competes with an existing product in 

the same segment and range. This is an underlying premise for all different categories 

and types of cannibalization but it is important to remember that this phenomenon only 

occurs if the product competes in a common market and compete for market shares 

(Srinivasan et al. 2005). According to Srinivasan et al. (2005) there are four different 

types of cannibalization: Multiproduct pack cannibalization, combo-product 

cannibalization, intra-product cannibalization and inter-product cannibalization.   

In difference to the theory of cannibalization which means that a near connection 

between the corporate brand and the extended brand can hurt the extension and then 

create cannibalization, the theory of “fit” instead explains the importance of closeness 

when creating an extended brand (Xie, 2008).   

2.2.2.3 Deterioration of Brand Image on a Horizontal Brand Extension 

Martínez and Pina (2003) claims that if an image is not a static concept the deterioration 

of brand image may occur due to the fact that new information provided by the 

extension may confuse the initial associations about the brand. But they continue to 

emphasize that the deterioration and disorientation generated from these kinds of 

information do not tend to damage attitudes instead they tend to damage specific beliefs 

associated to the extension and the parent brand (ibid.).  

Uggla (2002) claims that a risk with massive horizontal brand extension is that the 

brand can be disoriented and deteriorated when having started many different 

extensions in multiple markets. The perception of the brand can initially have 
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characteristics of a failure but it is on the other hand the first step of, according to Uggla 

(2002), degeneration of the brand.  

Martínez and Pina (2003) state that the lesser the perceived “fit” between an extension 

and the parent brand, the more probable it is that the brand image will deteriorate. They 

state that in general the lesser the fit between the extension and the parent brand is, the 

greater the negative consequence on the perceived image is going to be (Martínez and 

Pina, 2003). The authors also claim that negative associations with the horizontal brand 

extension it is going to deteriorate the corporate brand due to the fact that they are 

closely connected to each other. In conclusion Martínez and Pina (2003) argue that the 

greater the “fit” or the connection between the extension and the parent brand is, the 

less negative it is for the extension and a solid foundation can then be established.  

 

2.2.3 EFFECTS ON THE MARKETING MIX 

In a horizontal brand extension a small providence of information about an attribute 

that an extension can offer can increase the profit from a horizontal brand extension and 

create a more favorable evaluation of the brand extension (Chen and Liu 2004). But on 

the other hand the authors also claim that providing too much information about a 

horizontal brand extension can potentially create negative associations and effects on 

the marketing mix. The marketing mix is often explained as the factors that are used 

when marketing a product to customers; it consists of product, price, place and 

promotion (Chen and Liu, 2004). Chen and Liu (2004) mean that information given to 

the consumers and customers will have an impact on sales, they mean that information 

that is contributed has to be of a clarifying and explaining character not to diffuse the 

customers and therefore change a positive value to a negative value 

Advertising as a part of the marketing mix has a special role of presenting the brand 

extensions, creating values and selling the extended product (Chen and Liu 2004). 

According to Chen and Liu (2004) advertising and promotion of extensions is to make 

the costumers aware of the existence of the extended products. Also to show that the 

horizontally extended product has similar values as the initial product-category, so that 

costumers do not get confused and negative values are created (Chen and Liu 2004). 

 

2.3 CONSUMER INNOVATIVENESS TO BRAND EXTENSIONS 
 

When using vertical or horizontal brand extension, consumer innovativeness can make 

an impact of the effectiveness of using either a vertical or horizontal strategy for the 

extension (Xie, 2008). According to Xie (2008) many authors define consumer 

innovativeness as a level of adopting an innovation early and a degree of how 

individuals are receptive to the latest innovations. Thereby consumer innovativeness 
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can help and facilitate for marketers and managements to identify early adopters of a 

product and therefore adapt products to those customers (ibid.). That information will 

also help in creating an extension and choosing a most successful strategy for extension 

(Xie, 2008). Consumer innovativeness can thus be seen as a level of innovative 

customers and consumers (ibid.).  

In comparison to Xie (2008), Roehrich (2004) states that consumer innovativeness has 

no roots or consensus and therefore measurement of consumer innovativeness is hard. 

Roehrich (2004) continues to emphasize that due to the fact that consumer 

innovativeness lacks a solid foundation measurement and that facts will differ in many 

dimensions, implementations of innovativeness can therefore reflect a wrong picture if a 

clear measurement strategy is used.  

Regarding consumer innovativeness, Xie (2008) argues that since the horizontal brand 

extensions to a higher extent have associations with new and inventive products; 

innovative consumers often choose horizontal extensions before vertical extensions.  

“Consumer innovativeness is more positively related to acceptance of horizontal extensions 

than to that of a vertical extension.” (Xie, 2008, p. 240) 

 

2.4 QUALITY AND FIT BETWEEN THE CORPORATE BRAND AND EXTENDED PRODUCT 
 

According to Xie (2008), the studies by Aaker and Keller (1990) and Park et al. (1991) 

imply that acceptance of brand extensions increases when consumers perceive core 

brands as being of high quality and when a perceived “fit” between the new product 

categories and the brands exists. However, Xie (2008) states that quality can be more 

important than the perceived “fit” for the brand, and therefore not always dependent on  

the “fit” between the corporate brand and the extended brand. Aaker and Keller (1990) 

state that the consumer evaluations of brand extensions are based on the quality of the 

parent brand, the fit between the core brand and the extended brands products, and the 

relation of the core brand and the extended brand has with each other.  

 

Bhat and Zimmer (2004) emphasize that the strength of the extended brand is related to 

which extent the associations of the extended brand fits with the corporate brand. This 

even though the authors’ also state that in their research weak “fits” in brand extensions 

does not have to have a negative impact on the parent brand (ibid.).  

 

2.5 CONSUMER PERCEPTION ON BRAND EXTENSIONS 
 

According to Bhat and Zimmer (2004) poor quality extension does not harm the 

corporate brand. In their article one theory was, the assumption that if a poorer quality 
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product carries the same brand it will influence consumers’ attitudes to the corporate 

brand (ibid.). This theory is not supported by their study; Bhat and Zimmer (2004) claim 

that perceptions of quality for extended brand do not influence perceptions of quality 

for the corporate brand. When the corporate brand had high quality associations then 

these had an important influence on the consumer’s perceptions of quality for the brand 

extension (ibid.). Furthermore Bhat and Zimmer’s (2004), research showed that the 

level to which the corporate brand is stronger in its category affects the performance of 

extensions. The more leading the brand is, the more likely the extension is to receive 

benefits from association with the corporate brand than a brand extension made by a 

weaker brand (ibid.).  

Kim and Lavack (1996) claims in their study that it was positive in both upscale and 

downscale vertical brand extensions to keep distance in the name between the 

corporate brand and the extended brand to reduce risk of damaging the corporate 

brand. Additionally, the distance between the brands was of greater importance in the 

prestige oriented brands than the function orientated brands to separate the risk of 

harming the prestige brand (ibid.).  
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3 METHODOLOGY 
 

In this chapter we will present the methodological framework that we have used in 

collecting and analyzing the data in order to answer our research questions. We are going 

to start with the research strategy and sample selection, and continue with how we 

collected and analyzed the data. In the end of this chapter we present how we secured the 

quality and method problems taken to consideration.  

 

3.1 RESEARCH STRATEGY 
 

The purpose of this research was to investigate how perceived value may or may not 

change for an organization or a brand when creating a vertical or horizontal brand 

extension. Therefore we chose to conduct this deductive and explorative research to be 

able to spread new knowledge upon vertical and horizontal brand extensions. Further 

on we chose to use a qualitative approach for this research to reach a deeper 

understanding of customers view on brand extensions.  

For this research we chose to use the strategy of focus groups. Focus groups can be seen 

as a strategy with characteristics and associations from a survey, but instead of 

searching for quantitative data, the studies are establishing qualitative data (Morgan 

1996). According to Morgan (1996) focus groups can be difficult to use as a strategy but 

a correct used focus group can give the research a depth and solid ground for academic 

conclusions, but that requires a matching with the goals of the research so that the focus 

group is not going in a different direction. We have chosen to conduct a focus group as a 

research strategy due to the fact that the customer’s value of the brand can be shown 

from their point of view.  

 

3.2 SAMPLE SELECTION 
 

We decided to make the research in Luleå, Sweden because of the convenience since we 

as authors of this thesis are located in this area. Further we chose to divide our study 

into two different focus groups, the first group with individuals with some basic 

marketing knowledge (as a marketing course et cetera), and the second group was 

individuals without any basic marketing knowledge. We selected the two groups to see if 

consumers with knowledge in marketing could express themselves and analyze 

different, compared to the group without any taken courses in marketing. The 

individuals in our study were all between the age 20 and 26 years old, which we 

believed created trust from the group because we are also in that age range. Further on, 
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we chose individuals that were familiar with each other to create an environment where 

the participants felt comfortable to discuss and have different point of views. The group 

with marketing knowledge consisted of five people while the group without marketing 

knowledge consisted of six people. We thought these groups were of good sizes because 

it was an amount that was not too big that people would not get there voice heard, but 

still not too small to gain different views, and discussion from the groups.  

 

3.3 DATA COLLECTION METHOD 
 

As method for collecting the data in this research we have chosen to use case study in 

form of focus groups. We believe that focus groups will establish a better way for us to 

collect data for this case study; it gives a deeper understanding of what the costumers’ 

perception of brand extensions are. Focus groups are according to Morgan (1996) a way 

of reaching information and data that is not easily obtained in other qualitative methods. 

The focus group was informed that the interview was recorded and notes were taken, 

and the interviews took approximately one and a half hour each.  We started to inform 

the two groups of the subject to make them understand the area of discussion, this 

followed with some introduction questions to make it easy for them to start the dialogue 

between the people in the study. The introduction question made it easy for the focus 

groups to continue the conversation into the deeper questions later asked. The 

interviews ended by encourage them to speak further if they had questions or discuss 

additional thoughts we missed to talk about. 

 

3.4 DATA ANALYSIS 
 

In our research we compared the individuals’ answers from the two focus groups to see 

different changes in the perception of brands after brand extensions; we also needed to 

see if there were changes in the result if the extension was vertical or horizontal.  In our 

research we looked for the main reaction and if it was positive or negative in different 

extensions, further on we compared the results to understand what they thought about 

whether this strengthens or weakens the brand-view as a consumer. Afterwards we 

translated the data from the Swedish interview into English to be able to analyze it in 

our study. Further on, we were able to analyze the data collected between the different 

focus groups to see if their perception of brand extensions differed from one another or 

if both the focus group had the same perception. In our study we also received valuable 

information of co-branding which we later on included in our study because it became 

an important discussion from both of our study groups.  
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3.5 QUALITY CRITERIA 
 

Denscombe (2000, pp 282-283) emphasize that validity is to what extent the research 

data and methods to collect data that are correct and precise and reflects the truth and 

reality. To gain credibility we let the individuals in our focus group openly ask questions 

if they were unsure about what we meant, so that we ensured that the right information 

was reached.  

In order to minimize the risk of poor quality of the collected data we tested the research 

questions on a test group that gave us feedback. From this we could further evaluate 

whether the questions were examining our subject. We could then change the questions 

to reduce risk of misunderstanding in the study.  

We also documented our research with dates of and location on where and when the 

focus group was conducted. Except for this, we also included age, sex, and occupation of 

the individuals we interviewed so that another researcher can do the same research in a 

similar group of participants and reach similar results and conclusions. When the 

individuals were students we wanted to know in what field their studies were.  To gain a 

deeper liability for the data and to be able to correctly analyze the information we 

recorded every session with a focus group, which decreases the risk of losing any 

important and vital information.  

To get a solid theory foundation for this research the different articles and authors we 

used, have contributed with different perspective within this study, and have therefore 

help with creating an objective research. 

 

3.6 METHODOLOGY PROBLEMS  
 

When having focus groups as a data collection method there is a risk for biased data due 

to the fact that the questions that are asked can have an angled nature. Problems with 

understanding questions can also be an issue. Due to the fact that we chose to have one 

focus group with some basic marketing knowledge and one without any marketing 

knowledge the questions might have a different character for the different groups and 

therefore reflect on the answers that were given. This problem has been taken in 

consideration to reduce these effects. The problem was reduced due to the evaluation of 

questions we did before the focus group but also due to the fact that if there was an 

uncertainty of what we meant with the questions we explained the questions for the 

participants in order to get the correct data.  

A problem that can occur is also that if the participants were familiar with each other 

before the focus group, which can be reflected in the discussion. We wanted to have a 

focus group that had some relation to each other to easier get a discussion in the focus 
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group, but this can also have a negative impact on the data collection due to that the 

participants at different levels know us and the other participants and therefore might 

answer differently than in a focus group with other participants. We tried to eliminate 

the negative effect of this with a careful selection of the participants, but the effect may 

still exist. Further on, we chose to ask questions to the more quiet individuals in our 

study to encourage them to talk, so all opinions would be included, and not only the ones 

that talked a lot. In this way, we could get a better balance between the people that 

talked much and the participants that were quieter.    
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4 DATA PRESENTATION 
 

In this section the collected data from the focus group interviews will be presented. We will 

start to divide the collected data to each research question, vertical and horizontal brand 

extension. In the continued work of this research we are going to title the focus group with 

customers that have some marketing knowledge as the marketing group and the focus 

group without any marketing knowledge as the customer group due to the fact that they 

are ordinary customers and not marketing students with marketing knowledge.  

The marketing group claimed that the choice of brand extension depended on what 

value the firm has and what position they wanted to have on the market. Furthermore 

they stated that the company could either move on to a new market area or strengthen 

the already existing brand.  

 

4.1 VERTICAL BRAND EXTENSION 
 

In this section we will present our result from our focus groups’ point of view of vertical 

brand extension and what they believe results in a successful upscale or downscale 

vertical extension of a brand.  

One of the students in marketing group stated that vertical brand extension seemed 

better for a firm compared to a horizontal brand extension, if the organization wanted to 

change the value of the brand and not change to a new category of products.   

 

4.1.1 POSITIVE FACTORS OF VERTICAL BRAND EXTENSION 

4.1.1.1 Upscale Vertical Brand Extension 

Both the marketing group and the customer group stated that if an organization would 

succeed with an upscale vertical brand extension it is easier if they cooperate with 

another company. Furthermore, the marketing group had the opinion that a strong 

company as H&M can gain credibility on quality and trend through collaboration with an 

exclusive designer. Then it is not longer only H&M the customer purchase and the 

credibility in a higher price will increase. In the case with H&M they believe that H&Ms 

strong position on the market makes a vertical extension successful.  

The customer group stated that companies can lose credibility if the customer which had 

bought the first product would react negatively to the company that creates a “better” 

product instead of improving the old one. The same loss of credibility would not occur if 

the company changed the name of the new products. 
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The marketing group declared that it was positive that Toyota was hidden as the 

company behind Lexus, that the organization has separated the different brands to 

reduce the risk of losing the exclusivity from Lexus. The marketing group further had 

different opinions if Toyota could promote Lexus as a part of Toyota now or not. Some 

individuals thought this would make the credibility in Toyotas cars increase, and when 

buying a Lexus the customer would pay extra for the design and exclusivity, meanwhile 

some in the marketing group believed that the exclusivity would disappear if they 

promoted it as a Toyota car. In addition to this, the customer group believed that the 

upscale vertical brand extension of Toyota making Lexus increased the credibility on 

Toyota as a brand.  

The customer group declared that the credibility would not decrease on Toyotas’ Lexus, 

but they thought they would not be able to have as high price if the new extended brand 

had included the name Toyota in the upscale extension. 

4.1.1.2 Downscale Vertical Brand Extension 

An example that one of the individuals in the marketing group discussed, was the 

Swedish phone, internet, and digital television company named Telia. When Telia 

promoted their downscale brand Halebop, they communicated the fact that the 

extended brand was a part of the corporate brand. Halebop was cheaper than Telia on 

the phone market and was made for teenagers instead of Telia which were promoted as 

a family brand. After some time Telia chose to make the connection stronger, the low 

price product did not seem to hurt the corporate brand, and further seemed stronger 

according to the marketing group. The customer group claimed that they did not believe 

that this had affected the view on Telia or Halebop at all.  

In other examples with technology, food, or clothing companies we gave the two groups, 

they stated that it was important to separate the new product from the old so the 

corporate brand would not be harmed if the new extended brand would fail. Individuals 

in our study also stated that they believe it is easier for a company to make a downscale 

vertical extension, but harder for them to succeed in creating credibility in their 

extended products without losing credibility for the corporate brand. An example of this 

is ICA that “hide” that their downscale vertical brand extension named “Euro shopper” is 

their brand. Both focus groups believed it is good for ICA to separate the extension from 

the corporate brand so ICA continues to stand for their price and quality. The customer 

group claimed that they prefer to see ICA separated from the downscale vertical 

extension.  

4.1.1.3 Co-branding  

The marketing group stated that if a company had cooperation with another company, 

they would not have to convince the customers about the higher quality on the new 

products. Further on, if an organization has a niche the marketing group believed that 

the credibility would increase if they cooperated with a company that has 

trustworthiness in the new product. An example if this would be when H&M cooperates 
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with different designers, or Sony with credibility in sound co-branded with Ericsson 

which have great experience in phones, and complemented each other for numerous 

years.   

The customer group mentioned the same as the first group that it would be easier for a 

company to co-brand with another company to gain credibility when an organization 

would make an upscale vertical extension.   

 

4.1.2 NEGATIVE FACTORS OF VERTICAL BRAND EXTENSION 

4.1.2.1 Upscale Vertical Brand Extension 

The marketing group claimed that upscale vertical brand extension could be positive for 

a company if they collaborated with another company. They further stated that they 

thought collaboration would affect the company collaborating with the company 

negatively if the collaborating company’s level on price and quality is higher than the 

company which tries to expand. This negative factor was according to the marketing 

group a risk for the company with the highest quality and price to lose the exclusivity for 

the brand when working in partnership with a company with less exclusivity.  

The customer group thought collaboration should affect both companies positively, and 

would be a safer approach for a company if they wanted to enter a higher quality and 

price level with their products. Further on, the people in this group believed that if a 

company wants to make an upscale extension, they should change the name on the 

brand extension if the organization wants to increase their profit level as much as 

possible.  

4.1.2.2 Downscale Vertical Brand Extension 

The marketing group believed that in a downscale vertical brand extension the company 

should change the brand name on the new product so that the downscale product will 

not undermine the credibility for the price and quality on the corporate brand.  

The customer group believes that it was good for companies to create new brands for 

downscale extensions but they did not think it would be negative for the company to 

keep the corporate brand name. One participant in the customer group said: If the new 

products are bad, I will stop buying it, but it will not change my view on the corporate 

brand. He further thought he could separate the quality and price between the corporate 

brand and the brand extension and would not reduce the view on the products of the 

corporate brand.  

In the interview with the marketing group, the individuals talked about brands that keep 

their brand name even if they have both an exclusive and cheaper line. Schwarzkopf is 

an example of a company that sells their products in stores with other brands and also in 

hair salons. In this case the marketing group seemed to believe that this was a way to 

increase the awareness in the stores of the corporate brand even if the students thought 
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there is a risk of reducing the credibility on the expensive product line. The marketing 

group stated that the reduction in credibility is not as great in daily products and even if 

the students claimed they could be negatively affected, they believed that they could 

accept the different levels on quality. An example of this was hair products from 

Schwarzkopf, when the company has a line in hair salons and a cheaper line at regular 

stores.  

When interviewing the customer group, they did not think that the different quality and 

price range would confuse or change the view on the corporate brand. The participants 

stated that the exclusive line was better and the salon experience and help from an 

expert made them not to question the product against the one in ordinary stores.  

 

4.1.3 QUALITY AND FIT BETWEEN THE CORPORATE BRAND AND EXTENDED PRODUCT 

The marketing group stated that they thought the importance of vertical brand 

extensions was to not make too far distance between the products and that the fit 

between the corporate brand and the extended brand has to be strongly connected. The 

marketing group further claimed that they believed that they thought it is important in 

brand extensions to keep the niche they have on the corporate brand.  An example is 

Ferrari, keeping the experience of sport and speed in their extensions as they made with 

laptops and clothes. In this way the marketing group thought the quality and statement 

of the corporate brands’ products can follow to the new brand.  

The customer group claimed that the quality in the corporate brand could follow easily 

on both daily and more exclusive products if the customer felt secure of the quality and 

the fit was acceptable. The “fit” was according to them the connection between the 

products in the corporate brand and the products in the extended brand, and how much 

similarities they had. The fit between the corporate brand and the new extended brand 

was of importance according to them.  

 

4.1.4 CONSUMER PERCEPTION ON BRAND EXTENSIONS 

Both focus groups stated that they did not believe that a poor vertical extension would 

harm the corporate brand. Both focus groups further believed that they would separate 

the view on the extended brand against the view on the corporate brand.  

The marketing group believed in more acceptances of strong brand names on the 

market and brands with weaker positions. The marketing group also claimed that 

companies with upscale vertical brand extension should keep the corporate name close 

to the extended brand to increase the perception of the corporate brand. Meanwhile in 

downscale vertical extension it seemed more important from the customer perspective 

to keep the brands distant from each other so that the corporate brand would not 

reduce their credibility on the market. The customer group did not believe that the use 
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of the corporate brand name used in an upscale or downscale extension would affect the 

corporate brand negatively if the extension failed. They stated that they would value the 

two brands differently and the harm on the extended brand would not affect the 

corporate brand. This is of importance if the companies want to differentiate the main 

products from the extended products.  

 

4.2 HORIZONTAL BRAND EXTENSIONS 
 

From the groups that were conducted we will in this section present the data generated 

associated with horizontal brand extensions. During the interview with the marketing 

group, an overall statement was generated, a belief that a general strategy or approach 

to a perfect way to conduct horizontal brand extensions do not exist. One participant in 

the group stated that dealing with horizontal brand extensions it always depends on the 

circumstances for that particular organization or line of business. This was in a way a 

common conception and understanding from the participants. They believe that many 

horizontal brand extensions in one way have to have a connection to the corporate 

brand. As an example Armani, which is in an exclusive segment, have a couple of 

successful horizontal brand extensions from clothing to perfume, eyewear and shoes. 

The group stated that this was successful and thriving because it was consistent to the 

strategy of launching exclusive products to a high-end category of customers and in that 

way do not change the core values of the brand.  

 

4.2.1 POSITIVE FACTORS WITH HORIZONTAL BRAND EXTENSIONS 

The groups claimed that a distant extension from the corporate brand might create 

positive associations if they enter the market with clearly divided product categories, 

meaning that the company in a long horizontal brand extension sell the products in 

different stores and have different marketing channels. For example Yamaha do not sell 

musical instruments and motorcycles in the same stores even if they use the same 

corporate brand. They also stated that a divided company, meaning that the different 

divisions have different product lines, but still at the managerial and organizational level 

shows the consumers and costumers that the entry is reliable and shows the customers 

that they can trust the organization. According to the focus groups, the organization has 

to show the customers that their products are well manufactured and has a certain 

quality even if the market is not within their core business. But both groups further 

claimed that closer extensions are more likely to get successful.  

4.2.1.1 Positive Reciprocal Effects for Horizontal Brand Extensions  

The customer group claimed that Yamaha has a highly diverse product portfolio. They 

meant that Yamahas success comes from that they can create positive values in different 

markets due to the fact that they are disconnected from each other. The customer group 



 21 

meant that positive reciprocal effects are not of great importance in that case. It is not 

essential due to the fact that the extension is so large that the reciprocal effects are 

minimized and are at a level close to elimination. When dealing with a long extension 

like Yamaha the customer group meant that a divided organization is then more positive 

due to the fact that it gives the customers and consumers a view that the organization 

can have different main areas but still produce reliable products.   

The customer group continued to emphasize that they are quite negative to dividing the 

organization when dealing with short horizontal extension. Dealing with a closer 

extension a disconnection from the core business can instead create confusion among 

customers and according to the customer group create negative values due to the fact 

that the connection is essential in a shorter extension. According to an individual from 

the marketing group the positive reciprocal effects can then be eliminated and then 

possible positive perceived values can be lost.  

4.2.1.2 Positive Effects on Marketing Mix on Horizontal Brand Extensions  

The marketing group stated that the marketing mix is of great importance when creating 

a positive attitude for customers towards a horizontal extended product. They 

emphasized the fact that promotion and product is of far more importance than the 

other factors such as place and price in the marketing mix when dealing with 

communicating attitudes towards the customer. One participant stated that the 

perceived value can change massively according to the promotion that an organization 

uses. Meaning that advertising and promotion gives the organization a method to 

communicate their thoughts, why the extension is going to be successful and thereby 

affect the customers consciously or non-consciously to establish positive associations to 

the extended product.  

The marketing group continued to discuss whether the marketing mix had greater 

importance than other factors and they concluded that promotion can have much 

greater impact in creating positive values than an extension close to the core 

competence of the business. They meant that advertising and promotion can explain 

some of the success companies can have with distant horizontal extensions due to the 

fact that it gives the organization an opportunity to focus and market the strengths of 

the extension.  

4.2.2 NEGATIVE FACTORS WITH HORIZONTAL BRAND EXTENSIONS  

4.2.2.1 Diffusion and Disorientation with Horizontal Brand Extensions 

As an example for horizontal brand extensions we discussed in both of the groups 

concerning a possible extension, was if Volvo would launch a motorcycle. A participant 

in the marketing group claimed that this was probably not going to be a good strategy, 

due to the fact that Volvo sells cars with a focus on family life and safety. She also 

claimed that if Volvo would launch a motorcycle this could be seen as a step away from 

their strategy and the product could then disorient a reliable costumer group. Meaning 

that the motorcycles would not sell and instead of strengthening the corporate brand it 
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would damage it due to the fact that the inconsistency to the segment might confuse the 

customers and then change the perceived value from positive to negative. 

In the customer group an individual claimed that it could be successful due to the fact 

that it is vehicles but then it would be in a small segment for “older men” who wish to 

have a safe motorcycle. If they would launch a motorcycle they have to be in the same 

segment as before, otherwise the associations with Volvo will lead to a deterioration of 

the brand.  

The marketing group emphasized that a horizontal brand extension has to be done with 

caution not to confuse the customer. They also stated that if an organization wants to 

make a longer and wider extension an involvement with other companies that has 

expertise in the area the organization wants to expand to can be positive. An example 

that was discussed was if National Geographic society where about to launch and sell a 

pair of binoculars, then the marketing group concluded that collaboration with an 

existing company would be most efficient.  

4.2.2.2 Product Selections Impact on Horizontal Brand Extensions  

An understanding from both of the groups was that the choice of what product the 

organization or the companies choose to extend has an impact on how the customers 

react towards the brand in general. Both the customer- and the marketing- group in our 

study made it clear that an extended product is selected on financial gain and profit, but 

they also emphasize on the importance that sold products will not only be selected by 

profit and margins. One participant in the marketing group stated that an understanding 

of what the market wants and demands is more important than which product that is 

most profitable for the company. She meant that the right product can generate more 

profit and incomes that might be lost in cannibalization of an alike product from the own 

company.   

An individual in the customer group meant that the choice of what product that is 

extended can have an impact on both creating positive and negative values for the 

extending company. If they select the wrong product to extend and not wisely connect it 

to the market or the core business in an appropriate way, negative values and negative 

associations can occur for that particular extension, not just for the extended product 

but also for the brand and the company itself.  
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5 ANALYSIS 
 

In this chapter we analyze the data from our focus groups interviews against the theory on 

vertical and horizontal brand extension. The positive and negative effects of vertical and 

horizontal brand extensions are being analyzed to see the effects of each brand extension.  

 

5.1 ANALYSIS OF VERTICAL BRAND EXTENSION 
 

5.1.1 POSITIVE EFFECTS OF VERTICAL BRAND EXTENSION 

5.1.1.1 Upscale Vertical Brand Extension 

According to Xie (2008) the consumer willingness to explore new products emerges 

more positively related to upscale vertical extensions than downscale vertical 

extensions. In our study an individual stated that he believed that it was easier from a 

customer perceptive to accept upscale vertical extension. Xie (2008) further emphasize 

that this type of consumers are more likely to be attracted by new product features that 

are normally associated with upscale vertical extension, and also more likely to accept 

this type of vertical brand extensions. Our research showed that the participants in our 

study were positive to upscale brand extension as long as the company collaborated 

with a company with high credibility to increase the quality and price. 

The customer group was positive to upscale vertical brand extension if the company 

collaborated with a more exclusive company, and also changed the extended brand 

name from the corporate brand so the price for the products in corporate brand would 

not affect the view on the new product negatively. Overall, the consumers’ perception of 

upscale products seemed positive among young individuals in our study.  

5.1.1.2 Downscale Vertical Brand Extension 

Xie, (2008) argues that when companies extend through downscale vertical brand 

extensions, the brand has product information from the corporate brand to borrow to 

reach low price and quality to offer to their potential customers. The interview with the 

marketing focus group revealed that brands with strong names can increase their 

position on the market through this type of extension when they already have a strong 

position on the market. In our study both focus groups recommended using a different 

name on the extended brand, even if the customer group did not state that it was 

negative to keep the corporate name. According to Kim and Lavack (1996) prestige 

oriented corporate brands were much more damaged by downscale brand extension 

than the function oriented brands. This theory is confirmed by our study which 

indicated that prestige brands could not extend their brands as far as function 

orientated brands can due to the fact that their corporate brand would lose the 

credibility with regards to prestige. Both our focus groups believed that downscale 
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vertical brand extension was an easier way to go for a company than an upscale 

extension. Further on, they believed that it was positive that ICA separated “Euro 

shopper” from the corporate brand, which made ICA continue to stand for the same 

price and quality the company had before the extension.   

5.1.1.3 Co-branding 

According to Horton (1998) co-branding between organizations create a lot of 

advantages as they can expand their field and also reduce risks, share fixed cost for the 

firms, and greater ability to meet customer needs.  Our conclusion from our research is 

that co-branding is a great way for companies to expand their brand without taking too 

great risks. A firm takes risks both financially and time wise, but if they succeed the 

corporate brand can reduce costs and increase their ability to meet customer need. Both 

focus groups thought that the credibility in different brand extensions would increase by 

co-branding with another trustworthy organization that increased the perceived quality 

and price for the new product. This seemed to be more important when companies 

extend their brand through upscale vertical brand extension, because of credibility in 

quality and higher price from the customer perspective. Some issues from the research 

was that co-branding could reduce the credibility on the brand that are more exclusive 

than the other on quality and price if that companies name are associated with a 

company with lower prices. Both focus groups believed that two equal companies could 

not cooperate to reach a higher price and quality on the market. However, the customer 

group thought that if the companies were specialized in different components that 

would increase the total value of the product, an upscale extension could succeed.    

 

5.1.2 NEGATIVE EFFECTS OF VERTICAL BRAND EXTENSION 

5.1.2.1 Upscale Vertical Brand Extension 

Kim and Lavack (1996) claims that customer can experience confusion to why the 

upscale improved quality was not built into the corporate brand instead of separating it 

into an upscale vertical brand extension. The focus groups did not see any confusion in 

an upscale brand extension if the companies cooperate with another company. The 

negative factor according to the marketing group was that the company with the highest 

price and quality can lose their exclusivity when working in a partnership with a less 

exclusive brand. Further, the authors emphasize that the customer can question that if 

the corporate brand already had good quality, why was an upscale brand extension 

necessary? Customers may therefore experience the corporate brand less favorable 

(Kim and Lavack, 1996), which were views that were not supported by the two focus 

groups. 

Both focus groups claimed that companies entering an upscale vertical brand extension 

should change name on the new extended brand in order to avoid losing credibility with 

regards to higher quality and price for the new extension. In contrast, the customer 
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group did not experience negative perception on a company keeping the corporate name 

on the new extended brand. 

5.1.2.2 Downscale Vertical Brand Extension 

According to Xie (2008), unsuccessful downscale brand extension may damage the 

reputation of the corporate brand and the participants in both of our groups claimed 

that there is a risk of losing credibility in this type of extension. Both focus groups 

claimed that companies with their own stores can change the name so that the 

downscale vertical brand does not harm the corporate brand if it does not succeed. 

Further on, conclusions can be drawn that the downscale vertical brand extension are 

less negative on function orientated brands than on prestige brands (källa?). According 

to our focus groups a prestige brand can lose their niche if the customer experiences a 

loss in prestige when a greater market can afford the extended products. On the other 

hand, the profit for this type of extension can be greater than the profits from the 

prestige brand, even if the risk is greater.  

 

5.1.3 QUALITY AND FIT BETWEEN THE CORPORATE BRAND AND EXTENDED PRODUCT 

The marketing group believed in the importance of not making to great distance 

between the products of corporate brand and the new extended brand. This is 

supported by Aaker and Keller (1990) and Park et. al. (1991) who claims that 

acceptance of brand extensions increases when the consumers perceive great 

acceptance of the corporate brand of high quality and when a perceived “fit” between 

the new extended brand and the corporate brand exist. Xie (2008) on the other hand 

claims that quality can be more important than the perceived “fit” between the 

corporate brand and the extended brand which an individual in the customer group 

stated, that the quality of the new extended brand was more important than a perceived 

fit between the brands.  

Bhat and Zimmer (2004) emphasize that the strength of the extended brand is related to 

which extent the extended brand fits with the associations connected to the corporate 

brand. This was supported by the marketing group who believed it is important that the 

words being used to describe the corporate brand are consistent with the extended 

brand. Customers’ associations towards the corporate brand can then remain the same. 

Bhat and Zimmer (2004) further claims that weak “fits” in brand extensions does not 

have to have a negative impact on the parent brand. The customer group claimed that 

the quality in the corporate brand could follow easily on both daily and more exclusive 

products if the customer felt secure of the quality and the fit was acceptable. The 

customer group emphasized that “acceptable” was when the products from the 

corporate brand and the extended brand had a “red thread” that was logical.  
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5.1.4 CONSUMER PERCEPTION ON BRAND EXTENSIONS 

Both focus groups stated that they did not believe that a poor vertical extension would 

harm the corporate brand. They further believed that they would separate the view on 

the extended brand against the view on the corporate brand which conforms to Bhat and 

Zimmer (2004) who stated that poor quality extension does not damage the corporate 

brand.  

Furthermore, Bhat and Zimmer (2004) showed that the level to which the parent brand 

is stronger in its category and the perceived quality affects the performance of 

extensions which furthermore the marketing group believed in more acceptances of 

strong brand names on the market and brands with weaker positions. Bhat and Zimmer 

(2004) claimed that perceptions of quality for the extended brand do not influence 

perceptions of quality for the corporate brand which both of our groups stated in our 

interviews.  

Bhat and Zimmer (2004) claims that the more leading the brand is, the more likely the 

extension is to receive benefits from association with the parent brand than a brand 

extension made by a weaker brand, and both groups stated that they did not believe that 

a poor vertical extension would harm the corporate brand. Both groups further believed 

that they would separate the view on the extended brand against the view on the 

corporate brand. The marketing group believed in more acceptances of strong brand 

names on the market and brands with weaker positions.  

According to Kim and Lavack (1996) it is positive in both upscale and downscale vertical 

brand extensions to keep distance in the names between the corporate brand and the 

extended brand to reduce the risk of damaging both the corporate and the extended 

brand. The marketing group made similar a conclusion when claiming that companies 

with upscale vertical brand extension should keep the corporate brand name close to 

the extended brand to increase the perception of the corporate brand. Furthermore the 

marketing group instead stated that in downscale vertical extension it seemed more 

important to keep the brands distance from each other so that the corporate brand 

would not reduce their credibility on the market. The customer group did not believe 

that a similar name would affect either upscale or downscale negatively if the extension 

failed. The distance between the brands is of greater importance for prestige oriented 

brands than for function orientated brands concerning the risk of harming the “prestige” 

brand (Kim and Lavack, 1996). This theory was not confirmed by the groups which 

believed that corporate “prestige” brand would not lose credibility even after a weak 

extension.  
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5.2 ANALYSIS OF HORIZONTAL BRAND EXTENSIONS 
 

In this section we are going to analyze the empirical data collected from the focus groups 

that are going to be a foundation to the answers for our research questions. 

 

5.2.1 POSITIVE CHANGES OF PERCEIVED VALUE IN HORIZONTAL BRAND EXTENSIONS 

5.2.1.1 Positive Reciprocal Effects on Horizontal Brand Extensions  

According to Chen and Liu (2004) positive reciprocal effects on a horizontal brand 

extension can come from a parent brand that has established a highly regarded position 

on a market. An organization can then take advantage of that position and transfer 

positive associations to the extended product. Both focus groups claimed that 

associations can be transferred but not at the extent that Chen and Liu claims.  

The marketing group emphasized that the most important factor in order to establish 

positive associations and to increase the perceived customer value for a horizontal 

brand extensions is not the reciprocal effects as Chen and Liu (2004) claim. The fact that 

the extension has to have a clear connection to the core competence of the core business 

is important according to the groups but it is more essential to extend a product that the 

market wants then having a near connection to reach reciprocal effects. The marketing 

group continued that reciprocal effects are rear because many extensions are not of a 

character that associations and values can be transferred between the extended 

products and the parent business due to the fact that they are too long. They meant that 

long horizontal brand extension rarely have associations of that kind as the reciprocal 

effects. Therefore the marketing group meant that those reciprocal effects can be 

reduced, but they also claim that the extent on how the effects influence is highly 

dependent to what line of business it is and is highly dependent on what kind of 

character the corporate brand has.  

5.2.1.2 Positive Effect from Marketing Mix on Horizontal Brand Extensions  

The marketing mix has an influence on the value creating process for horizontal brand 

extended product and then especially promotion within the marketing mix (Chen and 

Liu, 2004). According to our two groups factor can have a greater impact than Chen and 

Liu (2004) initially point out. The marketing group meant that the promotion of an 

extension seems to be of great importance. They further believed that if a horizontal 

extension is marketed in a positive way and clearly communicated to the customers, this 

can have a greater importance than how close the horizontal brand extension is to the 

corporate brand. Both focus groups claimed that the positive effects can increase more 
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than a closer adapted extension if a product is advertised wisely with successful 

campaign.  

The marketing group claimed that this is due to the fact that customers and consumers 

are not rational in their buying behavior. Therefore the group stated that promotion and 

advertising can create and change the perceived value at a greater extent than first 

assumed. 

 

5.2.2 NEGATIVE CHANGES OF PERCEIVED VALUE IN HORIZONTAL BRAND EXTENSIONS 

5.2.2.1 Deterioration and Disorientation from Horizontal Brand Extensions  

As many authors who argue about horizontal brand extensions claim, a large risk is that 

deterioration of the brand image will damage the position of the organization, and will 

damage the position more than what the new extension is generating (Martínez and 

Pina, 2003). As our research shows the participants in both groups believes that 

deterioration of the brand has a great impact on the values of the extension and the core 

brand. According to both of our groups the theory of deterioration can be, in a way, 

proven to have a great influence on horizontal brand extensions. In our study the 

participants stated that a horizontal brand extension has to be, in most cases, in a similar 

segment to not damage the position and create negative perceived customer value for 

the extended product and the corporate brand. The participants emphasized the fact 

that if a wide and long horizontal brand extension is generated, negative associations 

can be developed due to the fact that the customer can feel disorientated and the initial 

associations with the brand can be lost. 

According to Uggla (2002) deterioration and disorientation of a brand can come from 

multiple horizontal brand extension where associations to the brand are drowned from 

too many extensions at a close time perspective. Both the customer group and the 

marketing group stated that a large time perspective in creating extensions is important. 

They meant that horizontal extensions has to have a large time perspective to be 

successful due to the fact that an extension might diffuse the customers at an early start 

and then an organization has to rely on consumer innovativeness and early adapters of 

the concept of the extended product.  

Uggla (2002) meant that a disorientation and deteriorated brand can be the initial 

characteristics of degeneration of the brand and corporate brand. But our research 

instead shows that it is not degeneration but instead an initial decline that many new 

launches have and that the initial decline will later recover when the horizontal brand 

extension has a greater and more solid foundation.    

5.2.2.2 Product Selection and Cannibalization of Horizontal Brand Extensions 

According to the theory of cannibalizations, extensions launched too close to the core 

competence and core function of the organization can steal sales from the initial product 

and then in an organizational point of view be less profitable (Srinivasan et al. 2005). 
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The authors continues to claim that this has an impact on what products an organization 

will select to sell and then have an effect on how the customers attitudes towards the 

organization change according to this selection of what products that are produced and 

not (ibid.).  

The empirical data from the focus groups showed that the perceived value change in 

aspect of cannibalizations. The groups argued that cannibalization of a product are not 

something a company should focus on. The two groups in our study instead believed 

that a perfect horizontal extended product is much more positive than focusing entirely 

on profit and financial margins. One individual emphasized that an understanding of 

what the market wants and demands is more essential than extending the product that 

contributes most profit for the company. 
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6 CONCLUSIONS AND FINDINGS 
 

In this ending section we will discuss the results and the conclusions made in our thesis. 

Additional, we will answer our research questions in this study. We will further share the 

contribution of this study and suggestions to further research in this subject. 

  

6.1 CONCLUSIONS AND FINDINGS OF VERTICAL BRAND EXTENSION 
 

RQ 1: How does customers perceived value of the corporate brand change, after developing 

a vertical brand extension?  

Vertical brand extension is divided into upscale and downscale extension and therefore 

have we chosen to answer the research questions in this section separately.  

 

6.1.1CONCLUSION OF UPSCALE VERTICAL BRAND EXTENSION 

In our research the theoretical framework was confirmed by the empirical data showing 

that it is more positively related from consumer perspective for a company to make an 

upscale than a downscale vertical brand extension. Furthermore we could establish that 

the individuals in our study were positive to upscale brand extension and had great 

acceptance to the extension but also thought that the company created credibility to 

higher price and quality through a collaboration with another company with higher 

quality and price level. The conclusion made is that it is positive for a company with 

credibility to make an upscale vertical brand extension when using co-branding to gain 

credibility in a higher quality and price class.  

In our study we could distinguish some conclusions of vertical brand extension that 

could affect a company negatively. In our theoretical framework we found that upscale 

vertical brand extensions are more likely to be adapted than downscale vertical brand 

extension for reputation brands, due to the fact that the extended brand will be 

associated with new product development and higher quality. In our own study we 

made conclusions that both of our focus groups thought that co-branding with a 

company with higher quality and price would affect a company positively. Meanwhile, 

the marketing group stated that this could affect the more exclusive brand negatively.  

The customer group instead thought that co-branding would be good promotion for 

both companies; this could attract a greater market and increases the awareness of the 

brand. Further, our focus groups claimed that it would be negative for a company to 

maintain the corporate brand name on the extended brand. This would increase the 

credibility for the corporate brand but instead decrease the perception on the credibility 



 31 

of the quality and price on the extended brand. In this case respondents believed in 

separating the corporate brand from the extended brand to convince customers of the 

extended brand’s higher price and quality. 

 

6.1.2 CONCLUSION OF DOWNSCALE VERTICAL BRAND EXTENSION  

Our conclusion of downscale vertical brand extension is that it is easy for the corporate 

brand through taking an existing product by reducing the qualitative components in 

order to make a downscale extension. Further on, this extension seems to be more 

suitable for function oriented brands than for prestige brands. Worth to consider is that 

“prestige” brands can be highly successful in downscale vertical brands extension if they 

can access middle class through the awareness and reputation of the corporate brand. A 

larger segment of individuals that does not afford the expensive “prestige” products can 

then be reached. Positive for the company is that it is easy for the company to borrow 

current product information and create a lower price and quality from the existing 

brand. However, “prestige” brands can be damaged by this kind of extension, since the 

exclusivity, credibility and quality from the consumer perspective may be reduced. In 

the study, function orientated brands did not seem to be affected that much by 

downscale extension because the quality of a products seems to transfer to the new 

brand extension. Therefore the conclusion is that in a downscale vertical brand 

extension it can be positive to change the extended brand name so the corporate brand 

would not be damaged if the extended brand failed.  

 

6.2 CONCLUSIONS AND FINDINGS OF HORIZONTAL BRAND EXTENSION 
 

RQ 2: How does customers’ perceived value of the corporate brand change, after 

developing a horizontal brand extension?  

According to our research the perceived customer value is going to change either 

positively or negatively after establishing a horizontal brand extension. Consequently, 

perceived value has a great impact on the corporate brand and how a horizontal brand 

extension is communicated towards their customers. The data we collected and the 

theory that we gathered all emphasize that a change in perception and value from the 

consumer point of view is unavoidable. 

We believe that the primary focus when dealing with change in perceived value for the 

company is to gain credibility in the horizontal brand extension. A change in credibility 

will then increase the liability for the organization and if the perceived value is changed 

positively this will create a better position for the company and the corporate brand.  

Our study found that important factors when generating and establishing positive 

perceived value are:  
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- connecting the extension to the corporate brand. 

- taking advantage of the positive effects for extensions from the marketing mix such as 

increasing the promotion when developing a horizontal brand extension. 

When an organization launches a horizontal brand extension, negative association to the 

corporate brand might occur. Negative change in customer’ perceived value can 

according to our study be demonstrated in the deterioration and disorientation of the 

corporate brand but also as cannibalization of sales and thereby product selection. We 

believe that the negative impacts that deterioration and cannibalization can have on the 

corporate brand can have fatal consequences for an organization. Our study found that 

the organizational decisions, like what type of product that is extended, can have an 

impact on how the perceived costumer value and consumer perception can be changed 

and modified after a horizontal brand extension. The negative values that occur from a 

horizontal extension can due to the reciprocal effects generate not only negative values 

for that in particular extension but also for the brand image in general. The 

disorientation then creates negative values for the entire organization.  

 

6.3 THEORETICAL AND MANAGERIAL IMPLICATIONS  
 

We had the objective to reach higher knowledge and understanding in how horizontal 

and vertical brand extensions affect the customer perception on the corporate brand for 

the organization. To reach the findings and conclusions we have mainly used scientific 

articles from various authors.  We have concluded that the groups are agreeing with the 

authors that have conducted research within this area. But we can also conclude that 

both focus groups emphasize more on the factors of co-branding and collaboration.  

The change of the perceived value from a customer when having developed a brand 

extension is discussed in this bachelor’s thesis. For some companies with intentions to 

generate a brand extension it is essential to know how customers will react towards the 

extended product and the corporate brand in order to increase sales. As we conclude in 

this research it is highly dependent on what type of organization it is but also what kind 

of values there are with the corporate brand before a brand extension is established. 

Therefore we believe that this study will have contributions for managers and 

executives in understanding how the value for a brand and an organization might 

change after a brand extension. 

This study had an exploratory purpose so our aim was not to generalize our results to a 

larger population. Despite the lack to generalize, we believe that this study can help 

organizations with intentions of conducting a brand extension by highlighting the 

positive and negative effects brand extensions have on customers’ perceived value. It 

can also help researchers by providing insights into how customers perceive brand 

extensions, when comparing horizontal and vertical brand extensions.   



 33 

6.4 SUGGESTIONS FOR FURTHER RESEARCH 
 

Expansion for companies through brand extension is increasing but still there is not to a 

large extent a researched subject. Further on, we believe that the interest of research in 

brand extensions should increase and more firms need to understand positive and 

negative factors to consider in different types of brand extensions. Suggestions for areas 

within brand extensions that need further research are: 

 In what specific situations for a corporate brand, are the different brand 

extensions the best way to expand? 

 How does co-branding in upscale vertical brand extension affect consumer value 

of the corporate brand?  

 How far can a company successfully create a horizontal brand extension without 

harming the corporate brand? 

 How do companies experience changes of customers’ attitudes after a brand 

extension? 

Our thesis reflects consumer attitudes among 20-26 year olds with and without 

marketing knowledge in Sweden, regarding organizations entering different brand 

extensions. Further research could also use different focus groups, location or different 

companies or participants in the focus group interviews. We also believe that further 

research in the same subject could create deeper knowledge and could contribute to 

strengthen our conclusions.  
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APPENDIX 

Interview guide  

Introduction questions  

 What do you know about expansion of a brand also called brand extension? 

 

 Which organizations do you know of that has used brand extensions to expand 

the company? 

 

 Why has these in particular brand extensions “caught your eye”? 

 

o Successful, unsuccessful, other? 

 

Key Questions 

 How do you believe the corporate image/picture is affected after a vertical brand 

extension? 

Ex: ICA-gott liv & Euroshoper /Toyota – Lexus / Ikea – Ikea stockholm 

 

 How do you believe the corporate image/picture is affected after a horizontal 

brand extension? 

Ex: LG / Yamaha / Sun-maid / Mitsubishi / H&M –hemtextil / Virgin-group / Ikea-

food merchandises 

 

 Do you believe using a horizontal brand extension can disorient or strengthen a 

organization? 

Ex: Volvo selling motorcycles / Volvo selling food merchandises  

o How / why not? 

 

 Do you believe using a vertical brand extension can disorient or strengthen a 

organization? 

Ex: Mercedes selling low quality cars at a low price 

o How / why not? 

 

 Can quality from a product line and a brand be transferred to a new product 

group with the same brand in a horizontal brand extension? 

Ex: Rolex selling perfume / Saab selling and producing industry-machines  

o How, why / why not? 
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 Can perception of quality follow in a vertical brand extension? 

Ex: Armani selling low price products / Dollar store launch a exclusive brand 

(dollar store deluxe) 

o How, why / why not? 

 

 How can the ability to buy products in an early state change after a brand 

extension? 

o Does it matter what type of brand extension it is? Why? 

 

 What positive and negative consequences can you see with a vertical brand 

extension? 

 

 What positive and negative consequences can you see with a horizontal brand 

extension? 

 

 Can your perceived value of a brand change with a brand extension? 

o What type of brand extension and how does it change? 

 

Conclusion questions 

Give a fast conclusion of what has been said and then ask the question bellow 

 Can this summary be seen as a good conclusion of today’s discussion? 

 

Last Question 

 Is there anything that we have missed to discuss today or is there anything 

beyond the questions that has discussed today with in brand extensions that you 

which to take up? 

 

 

 

 

 

 

 

Thank you for taking the time to answer our questions and to be a part of this discussion 

Izabella Bosinakis and Daniel Johansson 
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Intervjuguide 

Introduktions frågor 

 

Förklara vertikal och horisontell varumärkes expandering  

 Vad vet du om varumärkes expandering även kallat ”Brand extension”? 

 Vilka företag känner du till som har använt sig av varumärkes expandering för att 

utvidga företaget? 

 Varför har just dessa varumärkes expanderingar utmärkt sig för dig? 

o Extra framgångsrika, misslyckade eller annat? 

 

Nyckelfrågor 

 Hur anser du att din syn på ett företags ändras om det gör en dyrare eller 

billigare kollektion?   

(ICA-Gott liv & Euroshoper/Toyota-Lexus/Ikea-stockholm) 

  Hur anser du att din syn på ett företag förändras om företaget går in på en helt 

ny marknad?  

 Tjänar inte på…  kan bli negativt  

(LG/YAMAHA/Sun-maid /Mitsubishi / H&M - hemtextil/ Virgin-group/Ikea-

matvaror) 

 Känns det positivt eller negativt om ett företag skapar nya produktlinjer? 

Ex: Volvo börjar sälja motorcyklar / Volvo börjar sälja livsmedel 

o Hur då/varför inte? 

 Känns det positivt eller negativt om ett företag går upp eller ner i pris / kvalitet i 

samma produktkategori? 

Ex: Mercedes börjar sälja låg kvalitativa bilar till ett lågpris 

o Hur då / Varför inte? 

 Kan uppfattningar om kvalitet från en produktlinje följa med till en ny 

produktgrupp med samma märke i en horisontell expandering?  

Ex: Rolex börjar sälja parfym,  Ex: Saab börjar tillverka industrimaskiner   

o Hur, varför /varför inte? 
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 Kan uppfattningar om kvalitet följa med i en vertikal expandering? 

Ex: Armani skulle sälja lågpris produkter / Dollarstore lanserar ett exklusiv märke  

o Hur, varför /varför inte? 

 Hur kan din förmåga att köpa produkter i ett tidigt stadium ändras efter en 

varumärkes expandering? 

o Spelar det någon vilken typ av varumärkes expandering det är? Varför? 

 Vilka positiva och negativa följder kan ni se med en vertikal expandering? 

 Vilka positiva och negativa följder kan ni se med en horisontell expandering? 

 Kan ditt uppfattade värde av ett märke förändras i och med en varumärkes 

expandering? 

o Vilken typ av extension och hur förändras det? 

 

Sammanfattningsfråga 

Ge en snabb sammanfattning av vad som sagts och ställ sedan frågan 

 Kan denna summering ses som en god sammanfattning av dagens diskussion? 

 

Sista fråga 

 Är det något som vi har missat att ta upp idag eller är det något utöver frågorna 

som har diskuterats inom brand extension som ni vill ta upp? 

 

 

 

 

 

 

 

Tack för att ni tog er tid till denna diskussion! 

Izabella Bosinakis och Daniel Johansson 

 


