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ExTENDED ABSTRACT
Many companies have employed brand extensions as an effec-

tive tool to introduce new products. To date, much emphasis has been 
placed on horizontal brand extensions and research on vertical exten-
sions is rather limited. In this article, our focus is on price-based line 
extensions in which an existing brand introduces a higher-price ver-
sion (upward stretch) or a lower-price version (downward stretch).  
Past research on vertical extensions has examined numerous factors 
influencing consumers’ responses to line stretches such as parent 
brand image (prestige vs. nonprestige), stretch direction (upward 
vs. downward), branding strategy (subbrand vs. direct), ownership 
status (owner vs. nonowner), consumer goal (browsing vs. buying), 
and extension distance (far vs. close). In this article, we introduced 
status differentiation as an important factor influencing consumers’ 
responses to line extension.

Status differentiation is defined as “how people differentiate 
their behaviors or attribute power to others according to perceived 
status differences” (Matsumoto 2007, p. 414). Individuals may moni-
tor their behavior accordingly when they interact with their superiors, 
colleagues, or subordinates. Since brands usually contain important 
symbolic meanings, consumers purchase certain brands to maintain 
and/or enhance their self-image (congruence between personal im-
age and brand image). We expect that individuals varying on status 
differentiation may view upward- and downward-stretch differently 
because the brand’s symbolic meanings to individual consumers may 
change accordingly. Therefore, we argue that status differentiation 
may moderate the effect of brand image and stretch direction on the 
prestige perception of the line extensions and the parent brands after 
extensions. We conducted two studies to test the moderation effect of 
status differentiation.

Study one employed a 2 (culture: Chinese vs. American) × 2 
(stretch direction: upward vs. downward) × 2 (brand image: prestige 
vs. functional) mixed design with the first two variables as between-
subjects factors and brand image as a within-subject factor.  One 
hundred and sixty-night Chinese students and forty-eight American 
students participated in the study.  Status differentiation scores were 
measured by the 20-item scale developed by Musumoto (2007). We 
used BMW and Toyota to represent prestige brand and functional 
brand, respectively.  Stretch direction was manipulated by different 
price tiers. The results showed a significant three-way interaction of 
culture, brand image, and stretch direction on the prestige perception 
of the line extensions. Specifically, for a prestige brand BMW, the 
difference between upward- and downward-extension was greater 
for Chinese (high status differentiation) than for Americans (low sta-
tus differentiation). In addition, planned comparisons showed that 
when BMW extended upward, Chinese participants perceived it as 
being more prestigious than American participants. However, when 
BMW extended downward, Chinese perceived it as being much 
less prestigious than Americans. This pattern failed to emerge for 
the functional product Toyota. Furthermore, the results revealed that 
the downward extension of a prestigious brand caused more parent 
brand dilution for Chinese than for American. We also conducted 
intracultural comparisons by using the median-split approach on the 
status differentiation scores for Chinese and American participants, 
respectively. The similar patterns were observed.

In study two, we attempt to replicate the findings of study one 
by using the priming technique on status differentiation. To increase 
the generalizability of our findings, we used two different brands in 
the watch category, Rolex and Seiko, to represent prestige and func-
tional brands, respectively. The results showed that the difference be-
tween upward- and downward-extension was greater for individuals 
in the high status differentiation condition than for those in the low 
status differentiation condition. The effect was also transferred to the 
prestige perception of the parent brand after extension. The patterns 
were similar to the findings in study one.

Our research makes important contributions to the fields of 
cross-cultural psychology and consumer research. In cross-cultural 
psychology, Hong et al.’s (2000) proposed the dynamic construc-
tivist approach suggesting that culture is dynamic and individuals 
can construct specific cultural meaning systems based on contextual 
cues. Monga and John (2007) primed analytic thinking in Eastern-
ers (chronic holistic thinkers) and holistic thinking in Westerners 
(chronic analytic thinkers) and found the reverse patterns in the way 
these cultures influenced brand evaluation. Following this stream of 
research, we primed status differentiation among Chinese individu-
als and found that participants indeed shifted their status perceptions 
according to situational cues although high status differentiation was 
their chronic tendency.  More importantly, the status differentiation 
beliefs primed temporarily had a significant impact on individuals’ 
responses to line extension. 

Our findings also contribute to the growing body of research in 
cross-cultural consumer behavior (e.g., Aaker 2000; Aaker and Lee 
2001; Maheswaran and Shavitt 2000). Most research has focused 
on the cultural differences along the dimension of individualism/
collectivism or independent- and interdependent self construal. We 
investigate another important concept of status differentiation, which 
is closely related to power distance (Hofstede 1980). Some research 
has shown that power distance influences consumers’ impulsive pur-
chasing (Zhang et al. 2010) and conspicuous consumption (Rucker 
and Galinsky 2009).  We extend this line of research to the context 
of brand extensions.

Our research has important managerial implications. In today’s 
highly competitive global environment, it is important for marketers 
to leverage their brand equity and launch successful brand extensions 
in foreign markets. Our findings provide some insight into this im-
portant strategic decision. Specifically, for a prestige brand entering 
a culture with high status differentiation, it’d better to use the upward 
extension due to the enhancement effect.  Since the downward exten-
sion will hurt the extension evaluation and even the parent brand, 
companies should avoid it. Instead, companies may use the subbrand 
strategy or a different brand name to extend downward to prevent the 
dilution effect.

* This paper was supported by National Natural Science Foun-
dation of China (Project Title: The Influence of Cultural Difference 
in Categorization Process on Brand Extension Evaluation, NO. 
70902040
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