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This research examines consumers’ utilization of their knowledge concerning prior brand extensions when generating extension

evaluations toward similar new product ideas from other follower brands. The results of two experiments suggest that consumers tend

to generate more favorable extension evaluations when a prior successful versus failure example is available from another similar

firm, beyond the assumed-to-be-dominant role of perceived fit.
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EXTENDED ABSTRACT
This research examines how consumers evaluate brand exten-

sions in the context of rivalry and competition. Specifically, unlike 
the extant literature, which has investigated consumers’ responses 
to extensions with isolated market situations, the current research 
investigates how consumers use their knowledge of previous similar 
brand extensions when generating evaluations toward similar exten-
sions from follower brands. Because any market is shared by multiple 
competitors, and because consumers can be exposed to competitors’ 
actions, it may be wrongful to assume that consumers will generate 
new product evaluations solely based on fit perceptions (i.e., how 
well an extension matches the parent brand). Rather, consumers who 
have been exposed to similar brand extension examples may use 
this cue when evaluating similar extensions of other brands. Thus, 
this research intends to extend the consumer brand extension model 
by incorporating consumer knowledge into the market situation, 
which is assumed to be a more realistic approach. 

Motivated by the importance of considering rivalry and com-
petition situations, this research draws on consumer learning by 
the analogy model (Gregan-Paxton and John 1997), which posits 
that consumers attempt to understand and form preferences toward 
something unfamiliar and new by relating it to something familiar. 
Such relational reasoning involves a process by which people 
transfer their knowledge of a well-known base to a lesser-known 
target. Moreover, the driving force behind this knowledge transfer 
via analogical reasoning is the perceived similarity between the 
base and the target (Moreau, Markman, and Lehmann 2001; Roehm 
and Sternthal 2001). For instance, when faced with a generic drug, 
consumers may be unsure about its performance. However, these 
people may predict how it will work when they are informed that 
generic drugs have the same active ingredients as the original formu-
lation, and they rely on their knowledge about branded counterparts. 

Such a human tendency to learn about and evaluate new targets 
hints at the possibility that consumers can base their evaluations 
on prior examples that they know. For instance, when evaluating 
Mercedes motorcycles, consumers may rely on how good (or bad) 
BMW motorcycles have been, since the BMW brand is similar to the 
Mercedes brand, and since consumers are aware of the performance 
of BMW motorcycles. Therefore, we reason that consumers who 
have knowledge of prior similar extensions (e.g., BMW entering 
the motorcycle category) may generate evaluations on new exten-
sions from other brands by relying on such a prior example, but not 
necessarily on the extension fit perception. Extending the notion 
that consumers do not generate evaluative judgments in a vacuum, 
this research proposes that consumers may have other evaluative 
input on which they can rely more than perceived fit. To be more 
specific, we show that the performance of prior similar extension 
exemplars can be a factor more diagnostic than perceived fit. 
Furthermore, we expect that such an influence of prior examples 
(success or failure) will become greater as the base and the target 
brands are similar to each other. Therefore, we hypothesize that the 
degree of perceived similarity between brands will moderate the 
impact of prior extensions on consumer responses toward a new 
similar extension from a different brand. 

Two experiments were conducted to test the above hypotheses. 
Experiment 1 aimed to assess whether prior success or failure 
of similar brand extensions influences consumers’ responses to 

similar types of subsequent brand extensions by other brands. To 
accomplish this goal, we employed a 2 (Prior Example: Success, 
Failure) x 2 (Fit Level: High, Moderate) between-subjects design 
and measured participants’ evaluations of a new product idea from 
the BMW brand when the performance of a similar type of exten-
sion from the Mercedes-Benz brand varied. Providing support for 
our hypothesis, participants in the prior failure condition (i.e., those 
who were reminded that the same type of products introduced by 
the Mercedes-Benz brand failed) evaluated a moderate-fit extension 
(sunglasses) from the BMW brand less favorably than participants 
in the prior success condition (i.e., those who were reminded that 
the same type of products introduced by the Mercedes-Benz brand 
succeeded). However, there was no difference between prior failure 
and success conditions in terms of brand extension evaluations 
toward a high-fit extension (tires). This pattern of evaluations 
reflects relational reasoning involving a process by which people 
transfer their knowledge of a well-known base (prior examples) to 
a lesser-known target (a new extension).

In a follow-up study, we replicated these findings using a dif-
ferent set of brands and extensions. More importantly, we further 
investigated the moderating role of the perceived similarity between 
brands. The results from experiment 2 confirmed our premise that 
the transfer of knowledge is further facilitated as the similarity 
perception increases. Specifically, by using simple slope tests on 
extension evaluations when the perception of similarity was centered 
at 1 standard deviation above and below the mean, we found that 
only among participants who perceived these two brands as similar 
to each other (i.e., +1 SD above case), was the interaction between 
prior example and fit level significant, thus replicating our previous 
findings. Therefore, these findings supported our prediction about 
the moderating role of the perceived similarity between pioneer 
and follower brands.

Taken together, these findings add to an emerging stream 
of research that explores the contextual differences in consumer 
responses to brand extensions. In addition, the managerial implica-
tions from the current research can be important in that the first-
movers (extending a new branding category for the first time) have 
to spend a great deal of resources to convince consumers to adopt 
new products from their brands, while other followers can gain an 
advantage by strategically following (or not following) trails of 
pioneer moves. Therefore, the results of the current research imply 
the possibility of free-riding in a competitive market structure: 
second-movers had better simply follow the successful route of 
the first-movers, and first-movers (who should avoid free-riders) 
have to build uniqueness of their own brands in order to disconnect 
them from their followers. 
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