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Abstract

This chapter reviews the literature on brand extension, with particular reference to retail
brand extension strategies performed by grocery retailers. Aims, advantages and disad-
vantages, as well as types of this strategy are described. Then, the results of a survey aimed
at comparing the customers’ perceptions and buying behaviour when retailers extend
their brands, in particular when this strategy is pursued in non-traditional businesses,
are presented. The survey consisted in administering a structured questionnaire aimed at
investigating the main antecedents of brand extension success to samples of retail custom-
ers interviewed in two different retail national contexts, namely, Italy and France. The
extension product investigated is car fuel offered through a fuel station branded with the
retailer’s brand name. Applying Structural Equation Modelling (SEM), the mediating role
of attitude towards the extension (ATEX) in generating brand extension success (INTEX)
and the key role of fit and of the perceived capability of the retailer to offer the extension
product (R&C) as antecedents were verified in both national contexts. On the contrary, the
impact of customers’ preference towards national brands (NBP) reported mixed results.

Keywords: brand extension, grocery retailing, private labels (PLs), multi-country analysis,
SEM

1. Introduction

Brand extension is one of the most important and often used branding strategies.

It is commonly employed by companies to bond new product categories that are going to
launch in the market with an existing and established brand name.

Despite the relevance of the topic, most previous research into brand extension has mainly
focused on manufacturer brands, paving the way to a rich empirical research, predominantly
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experimental, conducted in order to understand the factors affecting a brand extension success
(e.g. in [1-3]). On the contrary, retail brand extension has been rarely studied by the literature
[4, 5]. In fact, “research into brand extensions in a retail context has focused on manufacturers’
brand extensions sold within a retailer’s store, rather than analysis of a retailer's own brand
extensions” ([6], p. 395). Moreover, very little is known about customer perceptions and buy-
ing behaviour when retailers extend their brands, in particular when this strategy is pursued
in non-traditional businesses. In this context, the chapter would contribute to filling in this
literature gap reviewing the literature on retail brand extension strategies, with particular ref-
erence to grocery retailers, and presenting and discussing the results emerged from a survey
intended at measuring customers’ perceptions of retailers” brand extension strategy in non-
traditional businesses.

The increasing competition and emerging saturation in the grocery sector have strengthened
grocery retailers in extending their assortments through their private labels (PLs) [7, 8]. As a
result, the PLs offer covers now not only the traditional fast moving consumer goods (FMCG)
categories but also non-food categories (e.g. clothes, over-the-counter products, etc.) and ser-
vices (travel booking, financial services, phone services, etc.). Consequently, a retailing con-
text is a useful framework to study brand extension, given this recent and unusual brand
extension strategy [4] and the limited theoretical and empirical literature on the topic. Apart
from [6, 9, 10], all focused to investigate the grocery retail brand extension to financial ser-
vices, no other specific research, to our knowledge, has addressed this issue. Last but not the
least, extant literature on retail brand extension is mainly based on hypothetical brand exten-
sions rather than actual implemented brand extensions [11]. This is why we offer a study
aimed at capturing customers’ perceptions related to a real retail brand extension case and in
doing so, we believe to contribute also to the empirical evidence on this study field.

The survey consisted in administering a structured questionnaire aimed at investigating the
main antecedents of brand extension success to samples of retail customers interviewed in
two different retail national contexts, namely, Italy and France. Even if these countries are
geographically and culturally closed, the level of evolution of the grocery retail structure dif-
fers as it developed more recently in Italy compared to France. As a consequence, the brand
extension strategies operated by French retailers have a long tradition compared to a similar,
but more recent trend, that is now developing in the Italian grocery retailing system.

Accordingly, the chapter would also stimulate a managerial interest. In fact, retail managers
and business practitioners require to determine which brand extensions are consistent with
their brand and could be rightly perceived by the clientele in order to be potentially successful.

After having discussed retail brand extension purposes, advantages and disadvantages, and
types of extensions, the chapter would describe the state of the art of the studies on retail
brand extension. Then, the empirical study performed is depicted, highlighting the research
hypotheses and the survey accomplished to test them. Methodology issues, samples features
and the main results emerged from the survey are then illustrated and discussed. The chapter
ends with a conclusion paragraph aimed at depicting limits and further research avenues of
the study performed.
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2. Brand extension: Aims, advantages and disadvantages and types

Brand extension consists of the use of a renowned brand name when launching new products
[12], and it is a strategy usually adopted in order to reach a number of purposes. In particular,
the extant literature on brand extension identified the following possible aims, resulting in
several advantages:

* reducing the risk of product failure;

¢ leveraging the company’s brand image;

¢ strengthening customer loyalty;

¢ diminishing marketing costs;

* boost profitability;

o differentiate the core offer from that proposed by competitors.

Brand extension has been extensively used as a strategy to reduce the risk of product failure
[11, 13]. Actually, employing an established brand familiar to consumers may lead them to
accept more favourably a new product and to be more prone and willing to buy it, decreasing
the possibility of an unsuccessful launch [14].

Brand extension could also be used to reinforce the relationship with customers [15]. In fact,
‘the probability of a customer’s staying within a corporate brand family (or, equivalently, a
brand system or a brand portfolio) will be proportionally greater than the number of brands
offered by that corporation, all other factors being equal’ [16, p. 7]. Leveraging of brand equity
[17, 18] and enhancement of the core brand [19] have also been identified as important pur-
poses pursued by companies in choosing to extend their brands. Moreover, this strategy could
also be beneficial from the marketing point of view, not only increasing the targeting ability
of the company responding to distinguishable groups of consumers with diverse needs, but
also by facilitating distribution and by lowering needed promotion costs [20] and advertising
costs [1, 21]. Sinapuelas et al. [22] found that innovative line extensions tend to have a higher
level of average trial probability rather than non-innovative line extensions that, instead, can
gain higher trial from greater distribution. From the advertising point of view, an elaborate
publicity strategy was found to mitigate the negative effects of lower fit on extension evalua-
tions [23]. Moreover, a positive comparison-framed ad message stimulates more favourable
extension assessments and higher purchase intentions than a negative comparison-framed
ad message in case of related brand extension; on the opposite, both positive and negative
comparison-framed ad messages contribute equally to brand extension evaluations and pur-
chase intentions under dissimilar extension conditions [24].

Many businesses try to leverage their brands to maximize their returns [25] and extending a
core brand to a new product is a commonly used strategy to reach this goal [26].

Conversely, researchers have noted that the development of a distinct yet related extension
carries with it considerable marketing risks and possible disadvantages. Managing many
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brands can complicate and create dangers and problems for the core corporate structure.
Then, having the same name on a large number of products can also deteriorate the parent
brand’s equity. The literature stated (e.g. in [1, 27]) that a poorly implemented brand exten-
sion strategy may affect the reputation and subsequent performance of the parent brand. A
number of studies highlighted that unsuccessful extensions could jeopardize brand equity, or
the future value of the brand as the basis on which to introduce extensions, by hurting and
weakening the positive associations with the original brand [28-30]. Sometimes, a reverse-
effect could arise from the extension product, affecting the core offer [1, 31]. In fact, for a brand
extension to be successful, there usually must be some logical association between the original
product/brand, so-called parent brand, and the new one. Consumers perceive the launch of a
brand extension as a type of behaviour on part of a parent brand [32]. Consequently, the main
risk associated with the practice of this growth strategy is the possibility that the extended
category product cannot be recognized by the consumer as consistent with the parent brand.

Brand extension success depends on the product category and types. For instance, Albrecht et al.
[33] found that the functional value of the parent brand is more important for non-luxury brands,
while luxury brands rely more on the hedonic value of the parent brand.

Two main types of brand extension strategies are recognized in the literature: line extension
and brand extension. Line extension occurs when a new product is introduced in the same
product category as the core brand. This is the most common way of extending a core brand
[34]. The other type is a brand extension, occurring when a new product is introduced in a
product category different from the product category of the core brand [35]. Some studies
compared line and brand extension strategies: for instance, in Ref. [36], parent brand attitude
resulted as highly associated with line-extension attitude rather than with brand-extension
attitude; moreover, line extension leads to lower perceived functional risk and higher storing
predisposition than brand extension.

Focusing on brand extension, it might be acknowledged that the extended category can then
be related, that is, ‘similar’ [37] or unrelated with the existing product categories. More dis-
tant and unrelated is the extended category, higher the risk of dilution for the parent brand.
Indeed, weak or non-existent association can result in brand dilution or negative reciprocity
effects leading to harm the parent brand [17, 38—40]. Brand extension in unrelated markets
may lead to the loss of reliability if a brand name is extended too far, damaging the image of
the core/original brand. In some cases, the extension product may not generate new revenues
but eat into the parent brand’s market share itself.

2.1. Retail brand extension

The literature on brand extension in retailing contexts appears scarce.

Only a few papers are specifically focusing on the topic [4-6, 9, 10], starting to look at the
phenomenon quite recently, as all these papers dated back to the new millennium. And, even
if the issue to what extent can retailers extend into new unrelated product categories under
their store brand has been raised in the literature [7], research on this peculiar topic dramati-
cally lacks.
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This could be explained by a number of reasons. First of all, the scholars’ attention was
traditionally attracted by the store, with a large number of studies on store image, while the
retail brand image started to be considered only recently. Burt and Sparks [41] reviewing the
literature on the ‘retailer as a brand’ concluded that although many retailers have become
very sophisticated in managing their brands, extant literature has not analyzed the use of their
brands consistently. These authors argue that it is ‘erroneous to continue to refer to retailers
‘own labels’ or “private brands’, when for a number of leading retailers, the retailer has become
the brand’ [41, p. 199]. Actually, a retailer can be considered as a brand [42], and the PL is actu-
ally a brand extension of a retailer as the parent brand. But, this view has been looser in the
retailing literature so far. In fact, the literature on PLs is quite rich and flourishing, but it is not
theoretically rooted in the brand extension perspective.

Apart from these acknowledgements, the restricted number of papers facing the challenge to
study retail brand extension ended in using very different approaches and methodologies,
reporting contradictory results.

In Ref. [43], the phenomenon has been studied in a promotional perspective evidencing that
in aisle-promotion materials which add additional cues for consumers to evaluate new brand
extensions may have an effect on consumers’ attitudes and their purchase intentions.

The literature evidenced that high parent quality negatively affects an extension’s sales when
functional fit is high [44], that is, low parent quality can increase an extension’s sales when
specific circumstances happen.

Other authors [6] aimed at understanding the impact of a brand extension on the core retail
brand, trying to prove if a successful implementation of financial services brand extension
impacts positively/negatively on the core retail brand. They performed it by measuring satis-
faction with the extended offer and proving that the company receives benefits with respect
to its core brand when it offers satisfying financial services to its customers. Oppositely, its
core brand suffers when these financial services are poorly perceived. However, Alexander
and Colgate [6] did not test a simultaneous model taking into consideration the traditional
antecedents used by the literature on brand extension.

Consumers’ perceptions in retail brand extension (applied to financial services, again) was
the interest of Laforet [9, 10], using a discriminant analysis and considering the role of three
antecedents, namely, fit, risk and trust. She concluded that when consumers knew the store
or were store loyal, they tended to trust the store brand extension, while when consumers did
not have previous knowledge or were new to the store, fit and risks were impacting on the
store brand extension.

In Ref. [4], retail brand extension has been proved to influence consumers’ relationship evalu-
ations with a parent brand prior to a subsequent impact on parent brand equity. That is,
brand extension feedback phenomenon entails an underlying process of conversion of brand
extension attitudes to bring change in brand equity.

Eight dimensions relevant to retail brand extensions were postulated by Mitchell and
Chaudhury [5] for a non-tangible offering, such as a service or retailer, highlighting that it is
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the image that will drive attribute clusters to form categories. These authors concluded that
retail brand extension success is based on perceptual extension-fit judgments of relevance,
concept fit, typicality and understanding, with the role of transfer (in the model proposed in
this chapter: R&C) playing a more crucial role in service sectors—and specifically in retail-
ing —than in manufacturing.

Investigating the relationship between customer loyalty to the retail brand and the purchase
of non-traditional products and services offered by grocery retailers with their private labels,
Ref. [45] showed that attitudinal loyalty plays a significant role as buying predictor, but this
depends on the non-traditional product/service category offered.

In order to contribute in filling in the gap on the retail brand extension literature, the follow-
ing study was performed, leading to some interesting results.

3. Consumers’ perceptions of retail brand extension: A comparison
between Italy and France

3.1. The research hypotheses

The model proposed is aimed at verifying the effect of attitude towards the extension (ATEX)
as a mediator of a number of antecedents—conceptual fit (FIT), National Brand Preference
(NBP) and Resources and Competences (R&C)—on retail brand extension success. The
proxy used to evaluate retail brand extension success is the intention to buy the extended
product (INTB).

The extant literature on brand extension traditionally suggests that the transfer of brand
associations from the parent brand to the extension product depends on the extent to which
consumers perceive a logical and coherent association, called fit, between the brand and the
extension product [38, 46]. In this perspective, brand extension fit is defined as ‘the perceived
similarity (e.g. product category, usage situation) and relevance of parent brand associations
(i.e. attributes or benefits) for the extension category’ [26, p. 967]. Prior product brand exten-
sion research findings suggest that a higher level of fit results in a better evaluation of any
type of extension [28, 47, 48], directly influencing consumers’ attitude towards brand exten-
sion. Moreover, the literature agrees in recognizing a major role played by the FIT construct
on ATEX compared to other antecedents [3, 32, 38, 49, 50]. The primary role played by FIT has
been verified in a retailing context too [5].

Hp1: Fit has a significant positive impact on brand extension attitude.

PLs literature found that consumers perceive national brands (NBs) as superior to store
brands. This is due to their perceived higher quality [51], and to a broader knowledge of
national brands compared to private labels [7]. In fact, traditionally, PLs have been positioned
as low price/good value for money offerings [52] and were perceived as more risky than NBs
[53, 54]. Accordingly, preferences for NBs can result in a negative ATEX.
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Hp?2: Preference for national brands has a significant negative impact on brand extension attitude.

Consumer perceptions of the expertise of a company can be a key determinant in shaping
brand extension evaluations [1]. This antecedent was termed as “Transfer” by [5] p. 97,
defining it as “the extent to which the skills, facilities and people used in developing and
making the original product may be useful in making the extension product”, that is: the
more experienced, skilful and capable is the brand company who makes the extension, the
better the attitude toward the extension. To clarify the direction of this link and accordingly
to [5], but using a more intuitively label (resources and capabilities), we hypothesize as
follows:

Hp3: Resources and capabilities have a significant and positive impact on brand extension attitude.

In line with the Theory of Planned Behaviour (TPB) [55, 56], attitudes have been shown to
strongly influence purchasing behaviour and intentions in various contexts (e.g. [57]). This
has also been found true when ATEX is considered [2].

Hp4: Consumers’ attitude towards the brand extension positively affects intention to buy the extension
product.

3.2. Empirical analysis across countries

To empirically investigate similarities and differences between Italy and France in consum-
ers’ perceptions of retail brand extension in non-traditional business, an in-store survey was
conducted administering a structured questionnaire to two convenience samples of retail
customers. The questionnaire was pre-tested and then administered to comparable samples
of respondents, both in Italy and in France, during their grocery shopping in hypermarkets
offering a fuel station service labelled with the retailer’s brand. In this way, we have drawn
a representative sample of retailer’s shoppers in both countries [58]. Moreover, both samples
are loyal customers of retailers as in Italy, 88.8% of respondents own the fidelity card of
the retailer, and in France, the owners of the retailer’s fidelity card are 56.1% of the French
sample.

3.2.1. The sample

Our sample consisted of 320 Italian respondents and 240 French respondents; however, due
to some uncompleted questionnaire, the final sample used in this analysis consisted of 123
French responses.

As resulting from the socio-demographic analysis of the two samples, we can consider the
two shoppers’ groups as sufficiently representative of the Italian and French grocery shop-
pers, although young adults are prevalent in the French sample (Table 1).

In terms of employment, because of the young age of the sample, 55.4% of French respon-
dents are students and 9.9% are unemployed. About 31.4% of the sample is employees,
while 0.8% is retired and 2.5% is housewives. Conversely, in Italy, 71.9% is employees,

89
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Italy France
Men (%) Women (%) Men (%) Women (%)
>25 years 3.1 5.0 13.0 52.8
25-35 6.9 11.3 12.2 17.1
36-50 7.8 34.1 0.8 24
51-65 5.9 23.8 0.0 0.8
<65 years 0.3 1.9 0.0 0.8

Table 1. Demographic characteristics.

2.8% is unemployed, 11.3% is retired, 3.1% housewives and just a 10.9% of respondents are
students.

3.2.2. The measurements employed

To assess differences in consumers’ intention to buy fuel from the retailer, we performed a
structural equation model for both countries. In fact, as emerges from the literature, Structural
Equation Models (SEM) are the main methodology to compare differences across groups [59].
The structured questionnaire is based on constructs derived from the main brand extension
literature. Items and original constructs are presented in Table 2. Using the software Lisrel
8.80, we first compute a confirmatory factor analysis (CFA) to test the convergent and dis-
criminant validity of constructs. All items are significant and loaded onto the expected latent
construct [60]. As reported in Table 3, values for the average variance extracted (AVE) and
for constructs’ composite reliability (CR) support the convergent validity of the investigated
constructs for both groups [61].

Using the Fornell and Larcker criterion [61], the discriminant validity of the surveyed con-
structs in both Italy and France was confirmed. In fact, the square root of AVE by the underly-
ing construct is larger than the correlation of this construct and the other constructs (Table 3).

3.2.3. The structural model

Once identified the validity of constructs underling our analysis, we performed a SEM for
each group to verify differences and similarities in consumers’ intention to buy the extension
product. The structural model in both countries evidenced a good model fit. Although signifi-
cant Satorra and Bentler chi-squares were found both in Italy )(Z(SB) as0) = 190.960, p <0.00 and in
France )(2<SB)(180) =121.700, p <0.00 due to the violation of the assumption of multivariate normal-
ity, the normed chi-square indicated a good model fit in both countries: x?/ df(IT) =1.968; )(Z/df(FR)
=1.337. Accordingly, the Root of Mean Squared Error of Approximation (RMSEA ;;, = 0.0551;
RMSEA(FR) =0.0457) and close-fit RMSEA(IT) <0.05=0.224 and close-fit RMSEA(FR) <0.05=0.593
are not significant in both cases. The models have no substantial problem with the residuals
(SRMR<IT) =0.0514; SRMR(FR) =0.0672). The incremental fit measurements resulted greater than
0.95 both in Italy (NNFI = 0.992; CFI = 0.993) and in France (NNFI = 0.992; CFI = 0.993). The
structural models showed a good predictive ability for both INTB (R?,, = 0.658; R* . = 0.546)

and ATEX (R?, = 0.642; RZ(FR) =0.614).

(IT) (FR)

am)
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Original scale Scales

Measurements

Italian factor
loadings

French factor
loadings

Adapted by [62]  Intention to buy
extension

[1, 63] Attitude towards
extension

[2, 64] Conceptual fit

[53] National brand
preference

[1] Resource and
capabilities

INTB1

INTB2

INTB3

ATEX1

ATEX2

ATEX3

FIT1
FIT2
FIT3
FIT4
NBP1

NBP2

NBP3

R&C1

R&C2

R&C3

T am willing to fill in my car with
the car fuel offered in the retailer
X’s petrol station in the future

If I were going to fill in the car
with car fuel again, I would
consider to go to the retailer X's
petrol station

The likelihood of filling in the car
with car fuel of the retailer X’s
petrol station is very high

My attitude towards the retailer
X’s extension to petrol stations is
very positive

Overall, I am very positive
towards the retailer Xs extension
to petrol stations

My opinion about the retailer
X’s extension to petrol stations is
positive

The extension of the PL X to offer
car fuel is:

Not logical-logical

Not similar-similar

Not appropriate-appropriate
Incoherent-coherent

I prefer to buy car fuel from
traditional suppliers

I consider branded car fuel better
than that of the retailer X

There is a significant quality
difference between branded and
PL car fuel

The retailer X’s resources have
been useful to enable the retailer
to offer car fuel

The retailer X's skills and
experience in offering PLs are
similar to those needed to offer
car fuel

The retailer X’s personnel,
infrastructure and capabilities
were useful in developing and
launching petrol stations branded
with the retail brand

0.956

0.850

0.943

0.951

0.974

0.964

0.889
0.946
0.951
0.984

0.816

0.916

0.903

0.838

0.913

0.940

0.897

0.867

0.877

0.789

0.956

0.900

0.882
0.953
0.903
0.931

0.708

0.906

0.865

0.787

0.871

0.856

Table 2. Constructs and factor loadings.
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4, Results

Analysing the results for Italian shoppers, we found a few differences compared to the results
emerged in the French sample. In fact, in the case of Italy (Figure 1), the main antecedent of the
attitude towards the extension product is FIT (FIT — 0.394* — ATEX) confirming H1. The NBP
plays a negative role in determining ATEX (NBP — -0.315* — ATEX) supporting H2. In agree-
ment with H3, R&C has a positive and significant effect on ATEX (R&C — 0.257* — ATEX).
Finally, in line with the literature, ATEX has a strong effect on INTB confirming H4 (ATEX —
0.811* — INTB).

Also in France (Figure 2), ATEX has a positive effect on INTB (ATEX — 0.739* — INTB).
Nevertheless, the main antecedent of attitude towards an extended product in France is
R&C (R&C — 0.488* — ATEX), while FIT represents the second element that influences
ATEX (FIT - 0.396* — ATEX). What emerges from French results is that NBP has no signifi-
cant effect on the attitude towards a retailer’s fuel offer; consequently, H2 was not verified
(NBP — —0.036 (n.s.) - ATEX).

Finally, ATEX resulted as a mediator of the effects of FIT and R&C on INTB in both national
contexts. In fact, as proved by the Sobel test (Table 4), all the indirect effects are significant
apart from the indirect effect of NBP in France, where the effect of NBP on ATEX is not signifi-
cant and consequently its indirect effect too.

ITALY

INTB
R?=0.658

Note: *All factor loadings are significant at the p<0.01 level.

FRANCE

ATEX INTB
R?=0.614 R2=0.546

Note: *All factor loadings are significantat the p<0.01 level.

Figure 2. Structural model: French results.
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Italy France
FIT - ATEX - INTB ¢'=0.393; p-value = 0.000 ¢'=0.278; p-value = 0.001
NBP - ATEX — INTB ¢'=0.300; p-value = 0.000 ¢'=0.031; p-value = 0.722
R&C — ATEX — INTB ¢'=0.268; p-value = 0.000 ' =0.456; p-value = 0.001

Table 4. Indirect effects and Sobel test.

5. Discussion

Our findings are generally confirming the significance and expected direction of the major rela-
tionships verified by scholars in the brand extension study field, contributing to the current
literature by testing them in an under investigated context such as grocery retailing. Specifically,
our study confirms that INTB is strongly influenced by ATEX. Our results also evidenced that
grocery retailers are recognized as having the right equipment, people and capabilities to extend
their brand even in non-traditional businesses, and that this effect occurs independently from
the level of evolution (long tradition/recent offer) of the non-traditional offer in the retailing sys-
tems observed. From this point of view, the grocery retailers’ brand looks as more elastic than
other brands when grocers decide to launch extension into distant product categories [37]. In
this way, our findings also support [65] statement that broad brands tend to have more associ-
ated benefits than narrow brands and can therefore be potentially used more successfully when
companies decide to implement brand extensions in distant businesses. Store brands were pre-
dicted to succeed in categories that were not complex, for which there is relatively little variance
in the (functional) quality across the competing brands [66]. From this point of view, grocery
retailers seem to perfectly fit this requirement, they are well positioned on service convenience
provision, a key aspect in the buying decision process of car fuel consumers, the extended cate-
gory used in this study. But, this can be true for many other unusual categories in which grocery
retailers are now operating, such as mobile phone services, utilities, travel booking, etc. This is
why there might be a scope for extending the brand to new categories, even if distant.

However, if we look in detail at our findings comparing the different national contexts inves-
tigated, some interesting differences from the empirical analysis emerge. A different tradition
in the relationship between retailers and consumers seems to lead to a different response by
the latter respect on some specific antecedents of brand extension success in France differently
from Italy. Focusing on the Italian context, where retailers have begun to extend their core
business only a few years ago, we found that retailers suffer the comparison with national
brands, and this result is expected and in line with the extant literature on brand extension,
the NBP construct is significantly and negatively affecting ATEX. On the contrary, the NBP
construct did not report any significance in the model regarding the French context. This
could be related to the fact that familiarity with the PL is still low in Italy (around 18% of
market share [67]) and therefore buying an extension product offered with the retailer’s brand
could be perceived as more risky than buying it from a well-known NBs supplier [53, 54].
This is reinforced by a cultural issue concerned with the Italian people’s proneness to be more
sensitive to well-known brands than other foreign population. Differently, French people are
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used to a highly evolved retailing system, very well known and famous retail brands and are
quite accustomed to the brand extension strategies made since long by them.

Furthermore, Italians consumers pay greater attention on the logical similarity between the
extended category product and the core offer as FIT resulted as the major ATEX antecedent,
confirming literature’s findings [5, 38, 49].

However, when the retailer acquires a strong role in the market and the relationship between
the retailer and the consumer is consolidated, the situation radically changes. In fact, as in
the case of France, although the retailer must prove its own resources and expertise to offer
an extended product and the FIT should be coherent with the core business, the comparison
with national brands do not penalize the retailer. As a consequence, on one hand, the role of
the retailer is dramatically reshaped: the retailer can propose an offer in alternative product
categories and competitive strategies among retailers affect not only the core business but
also an extended offer less comparable by consumers. On the other hand, considering the
advanced maturity stage reached by the grocery retailing system in France and the greater use
of assortment extension performed by the local retailers, the future scholars need to rethink
antecedents involved in brand extension in retailing contexts.

If retailers want to be successful in extending their brands in distant product categories, they
should strengthen the positive attitude created around their product extension mainly lever-
aging FIT perceptions and investing in better communicating how skilful, experienced and
well-equipped they are in distributing products and serving customers, no matter which kind
of product category/service they are offering on the market through their brand.

6. Conclusions

This chapter contributes to the current literature on brand extension focusing on a poorly
investigated area such as retail brand extension.

Specifically, an empirical research was performed to test a model in two different national
contexts, Italy and France. Findings support the belief that grocery retailers are well posi-
tioned to take advantage from a wide brand extension strategy. Our findings aim to assist
them in their brand extension decision-making and implementation, particularly when it
comes to enter unusual and distant businesses, where performing a brand extension strategy
can be very risky. But, our research evidenced that in grocery retailing, brand extension in
dissimilar businesses can result in a positive attitude towards the retailer and, consequently,
into purchase intentions. In order to convert this potential heritage in a successful strategy,
grocery retailers should be able to leverage the similarity that their customers perceive in
the extended offer. This should be fulfilled giving particular emphasis on their capabilities
in managing store infrastructures and creating value through their service offer. Stimulating
trials and using communication tools retailers could better acknowledge customers on their
extended offer and in particular on their capabilities to extend their core competences to offer
a good extension product even in very distant products and services categories such as car
fuel apparently is. From this point of view, we suggest retailers to give particular attention to
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the way in which they design and manage the car fuel branded with the retailer’s brand name:
logos, colors, the level of service offered, etc. should be immediately let customers reconnect
this offer to the retail chain.

Another key point emerging from our results could be quite useful: retail brand extension could
be differently perceived by retail customers of different national contexts. Even if this is beyond
the scope of our research, our findings seem to acknowledge that the higher the level of evolu-
tion of a retailing system when it comes to brand extension issues, the higher the likelihood to
report different results in testing traditional models of customers” perceptions of brand exten-
sion success strategies. Accordingly, scholars studying retail branding should be acknowledged
that a rethinking of the antecedents involved in brand extension could be appropriate.

In sum, as customer loyalty has been found to act as a buying purchase predictor [45], our
results evidenced a potential great success for this kind of offer. Relevant factors for a suc-
cessful brand extension strategy in retail should be FIT and R&C. Consequently, retailers
should enhance the perceived similarity with the parent brand in order to have favourable
extension evaluations. But, this depends on the level of retail evolution of the national con-
text in which the retailer operates: in Italy it is important to reduce the perceived gap within
NBs and PLs, as this antecedent influence PL proneness, while in a highly evolved retailing
context such as France, this is uninteresting, while R&C is key to succeed and even more
powerful than FIT.

Despite the contributions made by this chapter, we are aware of the limitations affecting our
study. First, the model is applied to only one product category, highly specific, namely car
fuel branded with the retailer’s brand name, while it would be interesting to test it also in
other non-traditional business contexts. In particular, it could be thought provoking to test the
model in product categories that entails a high level of involvement and trust in the supplier
such as pharmaceutical products and/or financial services. Moreover, familiarity with the
retailer’s PLs could be included in future analyses in order to check for a possible moderating
role on the relationship between NPB and ATEX.

Last but not the least, it would be beneficial for the possible contribution to the brand extension
literature to survey constructs able to measure the feedback effects of the retail brand extension
in non-traditional businesses. In particular, retailer brand equity could be introduced in the
model as dependent variable. The understanding of the possible implications for the core offer
and the retailer image are crucial points when diversification strategies are to be evaluated.

Author details

Elisa Martinelli”* and Francesca De Canio?
*Address all correspondence to: elisa.martinelli@unimore.it

1 Department of Economics Marco Biagi, University of Modena and Reggio Emilia, Modena,
Italy

2 Department of Economics, University of Ferrara, Ferrara, Italy



Retail Brand Extension: From Theory to Practice. A Multi-Country Study of European Grocery...
http://dx.doi.org/10.5772/intechopen.69990

References

(1]

(2]

[3]

[4]

[5]

[6]

[7]

8]

Aaker D, Keller K. Consumer evaluations of brand extensions. Journal of Marketing.
1990,54(1):27-41. DOI: 10.2307/1252171

Bath S, Reddy S. The impact of parent brand attribute associations and affect on brand
extension evaluation. Journal of Business Research. 2001;53(3):111-122. DOI: 10.1016/
50148-2963(99)00115-0

Volckner F, Sattler H. Empirical generalizability of consumer evaluations of brand exten-
sions. International Journal of Research in Marketing. 2007,24(2):149-162. DOI: 10.1016/;.
ijresmar.2006.11.003

Dwivedi A, Merrilees B. Retail brand extensions: Unpacking the link between brand
extension attitude and change in parent brand equity. Australasian Marketing Journal.
2013;21(2):75-84. DOI: 10.1016/j.ausm;.2013.02.001

Mitchell V, Chaudhury A. Predicting retail brand extension strategy success: A con-
sumer based model. Journal of Customer Behaviour. 2014;13(2):93-111. DOI: 10.1362/14
7539214X14024779483555

Alexander N, Colgate M. Customers’ responses to retail brand extensions. Journal of
Marketing Management. 2005;21(3-4):393-419. DOI: 10.1362/0267257053779145

Burt S. The strategic role of retail brands in British grocery retailing. European Journal of
Marketing. 2000;34(8):875-890. DOI: 10.1108/03090560010331351

Colgate M, Alexandre N. Benefits and barriers of product augmentation: Retailers
and financial services. Journal of Marketing Management. 2002;18(1-2):105-123. DOI:
10.1362/0267257022775927

Laforet S. British grocers” brand extension in financial services. Journal of Product &
Brand Management. 2007;16(2):82-97. DOI: 10.1108/10610420710739964

Laforet S. Retail brand extension—perceived fit, risks and trust. Journal of Consumer
Behaviour. 2008;7(3):189-209. DOI: 10.1002/cb.245

Grime I, Diamantopoulos A, Smith G. Consumer evaluations of extensions and their
effects on the core brand: Key issues and research propositions. European Journal of
Marketing. 2002;36(11):1415-1438. DOI: 10.1108/03090560210445245

Volckner F, Sattler H, Hennig-Thurau T, Ringle C. The role of parent brand quality for
service brand extension success. Journal of Service Research. 2010;13(4):379-396. DOI:
10.1177/2F1094670510370054

Reddy S, Holak S, Bhat S. To extend or not to extend: Success determinants of line exten-
sions. Journal of Marketing Research. 1994;31(2):243-262. DOI: 10.2307/3152197

Milberg S, Sinn F, Goodstein R. Consumer reactions to brand extensions in a competitive
context: Does fit still matter? Journal of Consumer Research. 2010;37(3):543-553. DOI:
10.1086/653099

97



98 Advancing Insights on Brand Management

(13]

[16]

(17]

(18]

(19]

[20]

(21]

[22]

(23]

[24]

(23]

[26]

[27]

(28]

[29]

Ashraf R, Merunka D. The impact of customer-company identification on consumer reac-
tions to new corporate initiatives: The case of brand extensions’. Marketing Intelligence
& Planning. 2013;31(5):489-507. DOI: 10.1108/MIP-04-2013-0065

Jiang W, Dev C, Rao V. Brand extension and customer loyalty: Evidence from the lodg-
ing industry. The Cornell Hotel and Restaurant Administration Quarterly. 2002;43(4):5-
16. DOI: 10.1016/S0010-8804(02)80037-4

Keller K, Aaker D. The effects of sequential introduction of brand extensions. Journal of
Marketing Research. 1992;29(1):35-50. DOI: 10.2307/3172491

Rangaswamy A, Burke R, Oliva T. Brand equity and the extendibility of brand names.
International Journal of Research in Marketing. 1993;10(1):61-75. DOI: 10.1016/0167-8116
(93)90034-V

Aaker D. Brand extensions: The good, the bad, and the ugly. MIT Sloan Management
Review. 1990;31(4):47

Singh J, Scriven ], Clemente M, Lomax W, Wright M. New brand extensions. Journal of
Advertising Research. 2012;52(2):234-242. DOI: 10.2501/JAR-52-2-234-242

Tauber E. Brand franchise extension: New product benefits from existing brand names.
Business Horizons. 1981;24(2):36-41. DOI: 10.1016/0007-6813(81)90144-0.

Sinapuelas ICS, Wang HMD, Bohlmann JD. The interplay of innovation, brand, and mar-
keting mix variables in line extensions. Journal of the Academy of Marketing Science.
2015;43(5): 558-573. DOI: 10.1007/511747-015-0437-6

Dens N, De Pelsmacker P. Does poor fit always lead to negative evaluations? Extension
advertising and perceived brand quality. International Journal of Advertising.
2016;35(3):465-485. DOI: 10.1080/02650487.2015.1057924

Baek TH, King KW. When comparative valence frame affects brand extension evalua-
tions: The moderating role of parent-extension fit. International Journal of Advertising.
2015;34(2):382-401. DOI: 10.1080/02650487.2014.996196

Meyvis T, Janiszewski C. When are broader brands stronger brands? An accessibil-
ity perspective on the success of brand extensions. Journal of Consumer Research.
2004;31(2):346-357. DOI: 10.1086/422113

Spiggle S, Nguyen H, Caravella M. More than fit: Brand extension authenticity. Journal
of Marketing Research. 2012;49(6):967-983. DOI: 10.1509/jmr.11.0015

Chen C, Chen S. Brand dilution effect of extension failure—A Taiwan study. Journal of
Product & Brand Management. 2000;9(4):243-254. DOI: 10.1108/10610420010344031

Boush D, Loken B. A process-tracing study of brand extension evaluation. Journal of
Marketing Research. 1991;28(1):16-28. DOI: 10.2307/3172723

Giirhan-Canli Z, Maheswaran D. The effects of extensions on brand name dilution and
enhancement. Journal of Marketing Research. 1998;35(4):464-473. DOI: 10.2307/3152165



(30]

(31]

(32]

(33]

[34]

(35]

(36]

[37]

(38]

[39]

[40]

[41]

[42]

[43]

Retail Brand Extension: From Theory to Practice. A Multi-Country Study of European Grocery...
http://dx.doi.org/10.5772/intechopen.69990

John R, Loken B, Joiner C. The negative impact of extensions: Can flagship products be
diluted? The Journal of Marketing. 1998;62(1):19-32. DOI: 10.2307/1251800

Lane V, Jacobson R. Stock market reactions to brand extension announcements: The
effects of brand attitude and familiarity. The Journal of Marketing. 1995;59(1)63-77. DOI:
10.2307/1252015

Czellar S. Consumer attitude toward brand extensions: An integrative model and
research propositions. International Journal of Research in Marketing. 2003;20(1):97-115.
DOI: 10.1016/S0167-8116(02)00124-6

Albrecht CM, Backhaus C, Gurzki H, Woisetschldge DM. Drivers of brand extension
success: What really matters for luxury brands. Psychology & Marketing. 2013;30(8):647-
659. DOI: 10.1002/mar.20635

Dall’Olmo Riley F, Pina J, Bravo R. Downscale extensions: Consumer evaluation and
feedback effects. Journal of Business Research. 2013;66(2):196-206. DOI: http://dx.doi.
org/10.1016/j.jbusres.2012.07.013

Henseler J, Horvath C, Sarstedt M, Zimmermann L. A cross-cultural comparison of brand
extension success factors: A meta-study. Journal of Brand Management. 2010;18(1):5-20.
DOI: 10.1057/bm.2010.25

Shen F. Perceived fit and deal framing: The moderating effect of perceived fit on sales
promotions in line and brand extensions. Journal of Product & Brand Management.
2014;23(4/5):295-303. DOI: 10.1108/JPBM-12-2013-0463

Monga AB, John DR. What makes brands elastic? The influence of brand concept and
styles of thinking on brand extension evaluation. Journal of Marketing. 2010;74(3): 80-92.
DOI: 10.1509/jmkg.74.3.80

Park C, Milberg S, Lawson R. Evaluation of brand extensions: The role of product-level
similarity and brand concept consistency. Journal of Consumer Research. 1991;18(2):185-
193. DOI: 10.1086/209251

Roedder ], Loken B. Diluting brand equity: The impact of brand extensions. Journal of
Marketing. 1990;62(1):19-32. DOI: 10.2307/1251800

Romeo JB. The effect of negative information on the evaluations of brand extensions
and the family brand. In: Rebecca H, Holman RH, Solomon MR, editors. Advances in
Consumer Research. Vol. 18. Provo, UT: Association for Consumer Research; 1991. pp.
399-406

BurtS, Sparks L. Corporate branding, retailing, and retail internationalization. Corporate
Reputation Review. 2002;5(2-3):194-212. DOI: 10.1057/palgrave.crr.1540174

Ailawadi K, Keller K. Understanding retail branding: Conceptual insights and research
priorities. Journal of Retailing. 2004;80(4):331-342. DOI: 10.1016/j.jretai.2004.10.008

Smith PW, Burns DJ. Positioning a brand extension in a retail environment: An explor-
atory look. Journal of Business and Retail Management Research. 2013;8(1):15-26

99



100 Advancing Insights on Brand Management

(44]

(45]

(46]

(47]

(48]

(49]

(50]

(51]

[52]

(53]

[54]

[55]

[56]

[57]

Carter RE, Curry DJ. Perceptions versus performance when managing extensions: New
evidence about the role of fit between a parent brand and an extension. Journal of the
Academy of Marketing Science. 2013;41(2):253-269. DOI: 10.1007/s11747-011-0292-z

Martinelli E, Belli A, Marchi G. The role of customer loyalty as a brand extension pur-
chase predictor. International Review of Retail, Distribution and Consumer Research.
2015;25(2):105-119. DOI: 10.1080/09593969.2014.940997

Buil I, de Chernatony L, Hem LE. Brand extension strategies: Perceived fit, brand type,
and culture influences. European Journal of Marketing. 2009;43(11-12):1300-1324. DOI:
10.1108/03090560910989902

De Ruyter K, Wetzels M. The role of corporate image and extension similarity in service
brand extensions. Journal of Economic Psychology. 2000;21(6):639-659. DOI: 10.1016/
S0167-4870(00)00024-6

Kalamas M, Cleveland M, Laroche M, Laufer R. The critical role of congruency in pro-
totypical brand extensions. Journal of Strategic Marketing. 2006;14(3):193-210. DOI:
10.1080/09652540600825522

Broniarczyk SM, Alba JW. The importance of the brand in brand extension. Journal of
Marketing Research. 1994;31:214-228. DOI: 10.2307/3152195

Volckner F, Sattler H. Drivers of Brand Extension Success. Journal of Marketing.
2006;70(2):18-34. DOI: 10.1509/jmkg.70.2.18

Dick AS, Jain AK, Richardson P. Correlates of store brand proneness: Some empiri-
cal observations. Journal of Product and Brand Management. 1995;4(4):15-22. DOI:
10.1108/10610429510097663

De Wulf K, Odekerken-Schroder G, Goedertier F, Van Ossel G. Consumer perceptions
of store brands versus national brands. Journal of Consumer Marketing. 2005;22(4):223-
232. DOI: 10.1108/07363760510605335

Richardson P, Jain A, Dick A. Household store brand proneness: A frame-work. Journal
of Retailing. 1996;72(2):159-185

Gonzélez Mieres C, Martin M, Gutiérrez T. Antecedents of the difference in perceived risk
between store brands and national brands. European Journal of Marketing. 2006;40(1-
2):61-82. DOI: 10.1108/03090560610637310

Ajzen I, Fishbein M, editors. Understanding Attitudes and Predicting Social Behavior.
Englewood Cliffs, NJ: Prentice-Hall; 1980

Ajzen I. The theory of planned behavior. Organizational Behavior and Human Decision
Processes. 1991;50(2):179-211. DOI: 10.1016/0749-5978(91)90020-T

Shaw D, Shiu E. An assessment of ethical obligation and self-identity in ethical consumer
decision-making: A structural equation modelling approach. International Journal of
Consumer Studies. 2002;26(4):286-293. DOI: 10.1046/j.1470-6431.2002.00255.x



(58]

[59]

[60]

[61]

[62]

[63]

[64]

[65]

[66]

[67]

Retail Brand Extension: From Theory to Practice. A Multi-Country Study of European Grocery...
http://dx.doi.org/10.5772/intechopen.69990

Sekaran U. Methodological and theoretical issues and advancements in cross-cultural
research. Journal of International Business Studies. 1983;14(2):61-73. DOI: 10.1057/pal-
grave.jibs.8490519

Steenkamp JBE, Baumgartner H. On the use of structural equation models for market-
ing modeling. International Journal of Research in Marketing. 2000;17(2):195-202. DOI:
10.1016/S0167-8116(00)00016-1

Hu L, Bentler P. Cutoff criteria for fit indexes in covariance structure analysis: Conventional
criteria versus new alternatives. Structural Equation Modeling: A Multidisciplinary Journal.
1999;6(1):1-55. DOI: 10.1080/10705519909540118

Fornell C, Larcker D. Evaluating structural equation models with unobservable vari-
ables and measurement error. Journal of Marketing Research. 1981;18(1):39-50. DOI:
10.2307/3151312

Dodds WB, Monroe KB, Grewal D. Effects of price, brand, and store information on
buyers’ product evaluations. Journal of Marketing Research. 1991;28(3):307-319. DOI:
10.2307/3172866

Hem LE, Iversen NM, Olsen LE. Category characteristics’ effects on brand extension
attitudes: A research note. Journal of Business Research. 2014;67(8):1589-1594. DOI:
10.1016/j.jbusres.2013.10.002

Taylor VA, Bearden WO. Ad spending on brand extensions: Does similarity matter?
Journal of Brand Management, 2003;11(1):63-74. DOI: 10.1057/palgrave.bm.2540148

Meyvis T, Goldsmith K, Dhar R. The importance of the context in brand extension: How
pictures and comparisons shift consumers’ focus from fit to quality. Journal of Marketing
Research. 2012;49(2):206-217. DOI: http://dx.doi.org/10.1509/jmr.08.0060

Del Vecchio D. Consumer perceptions of private label quality: The role of product cat-
egory characteristics and consumer use of heuristics. Journal of Retailing and Consumer
Services. 2001;8(5):239-249. DOL: 10.1016/S0969-6989(00)00030-8

IRI. Private Label in Western Economies. Losing Share [Internet]. 2016. Available from:
https://www.iriworldwide.com/IRI/media/IRI-Clients/IRI-articlePDF/Private-Label-
Special-Report_Final-2.pdf

101



%

%




