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Pe3rome:

B mnocnennee Bpemss OIHON M3 CaMbIX pPacHpOCTPAHEHHBIX U
NpPUOBUIBHBIX CTpaTeruii OpeHA-MEHEIKMEHTa (IIIH-KOMITAHUN CerMeHTa
JIIOKC  SIBJISIETCSL CTpATerusi TOPU3OHTAIBHOTO paciupeHus Openpga. B
OPOTUBOBEC JAaHHOW TEHACHIIMM HAa PbHIHKE, CYIIECTBYET TaK XKe
BO3pacTaroias MoTpeOHOCTh MoTpeduTeNe oOjanaTh CcTaOWIbHONW OpeH/I-
UJCHTUYHOCTHIO M YHUKAJbHBIM ONBITOM IPHU KOMMYHHUKAIlMU C OpeHAaMu
kiacca Joke. CocyllecTBOBaHHME JaHHBIX TPEHIOB MPUBOJIUT K PACTYIIEMY
UHTEpECY K TOMY, KaK TMOTPEeOUTEIM pearupyroT Ha TOPU30HTAIbHbBIC
pacmmpeHusi OpeHIOB, TO €CTh HCIOJb30BAHUE CYIIECTBYIONINX HWMEH
OpEeH/I0B B HOBBIX KaTErOPUAX TOBAPOB.

B HacrosimeM wWccleNOBaHUM TPUHUMAETCS TOMBITKA HW3YYHUTh
WU3MEHEHHUE BOCIPUATHUS IOTpEOUTENEe OPEHI0B Kilacca JIOKC J0 U MOCJE UX
paclIMpeHusi B HOBble Kareropuu. Jljis 3TOro HCHOJB3YyeTCs MOJEIb
kanutana OpeHga A. Aakepa, OCHOBaHHAs Ha BOCHPUATHH MOTpeOUTENEH U
BKJIfOUAIOL[ass B ce0s cleAyrollue KOMIIOHEHTbl KamuTajna OpeHpja:
OCBEJIOMJIEHHOCTh O OpeHJie, accoluanuu ¢ OpeHIOoM, BOCIPUHUMAaeMOe
Ka4yecTBO, JOSIIBHOCTh OpeHnmy. JlaHHOe wucclenoBaHHE TJIaBHBIM 00pa3om
COCpPEJIOTOYCHO Ha aHaln3e Tpex OpeHI0B cermeHTa Jrokc: Louis Vuitton,
Burberry u Tiffany&Co, paznnuarommecs: o cTeneHn uX U3BECTHOCTH CPEIU
nokynarenei. Pacimpenus opennos Louis Vuitton, Burberry u Tiffany&Co
JUIs TalbHEWIIEero aHaau3a OblTM BBIOpaHbI HA OCHOBE JBYX KpuTepues. Bo-
MEPBBIX, CAMOCTOSTEIHHO CO3/IaHHAs YHUKAJIbHAsA 0a3bl JaHHBIX, MOTYICHHAS
B pe3yJibTaTe aHajM3a CYLIECTBYIOIIMX Ha CErOJHSIIHUNA JIeHb pacIIUpEHU
13 caMbpIX W3BECTHBIX M JOPOTHUX OpPEHIOB CErMEHTa IIOKC. Bo-BTOpPBIX,
pa3paboraHHas  KJIacCU(UKAUM  PACHIMPEHUN 1O  CaMOCTOSATEIIBHO
BbIpaOOTaHHBIM KputepusiM. CrenuanbHO CMOJCITMPOBAHHBIN 71T TAaHHOTO

UCCJIEIOBAHMS OHJIAMH-0MPOC OB MPOBEJIEH Ha BIOOPKE PYCCKUX KEHIIUH B
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BO3pacTHOM karteropuu 25-40 €T, OCBEIOMIJICHHBIX O CYIIECTBOBAaHWU Ha
PBIHKE TOBApOB UCCIIENYEMbIX OpeHI0B. J[aHHbBIE, MOTyUYeHHBIE B pPe3yIbTaTe
orpoca, ObITN MPOAHATM3UPOBAHBI C TIOMOIIBIO JIMHEHHON U MHOKECTBEHHOM
perpeccum.

beuti  BBISBICHBI  TMOJIOKUTETBHBIE  B3aWMOCBSI3U  MEXKIY
KOMIIOHCHTaMH KamuTajga OpeHaa W OOIIMM ToKa3aTeleM KamuTala OpeH[a.
CrnenyeT 3aMEeTHTb, YTO UCIOJIB30BAHUE DIIEMEHTOB KamuTana OpeHaa MOrjo
ObI emie OoJbIlie 0OOTaTUTh UCCIIEOBATEILCKAE BBIBOJIBI, €CJIM OBl JTaHHBIC
TIEPEMEHHBIC MPOIIUTA TECT Ha HAJC)KHOCTb.

Taxke OBUIO HAWACHO TMOATBEP)KICHUE 3HAYMMOTO BIIUSHUS
oOIIero BOCIpUSATUS OpeH/a, 3aperuCTPUPOBAHHOTO JI0 BBEJEHUS HOBOUN
uHOpMAIIMU O pACIIUPEHUH, HA OIEHKY IOTPEOUTEISIMH pPACIIUPEHUS
OpeHz1a B IPYTYIO KaTerOpuIo.

Opnako OBUIO BBISIBJICHO €JIMHCTBEHHOE 3HAUYMMOE HETaTHBHOE
BIIUSHUAC OIICHKA IOTPEOUTENSIMUA paCIIMPEHUs Ha 00IIee BOCIPHUSATHE
OpeHJa, 3aperuCTPUPOBAHHOIO  IOCJIE€  BBEACHHS  MHPOPMAIUU O
pacumpenuu. JJaHHbIN pe3ynbTaT, B CBOIO OUepelb, MOATBEPKIAET TOT (aKT,
YTO OCBEIOMIIEHHOCTh TOTpPEOUTENe O CYIIECTBOBAHUM MPEITOKCHHBIX
pacipeHuii OpeHI0B B HOBBIC KAaTETOPHUU TOBAPOB MOXKET MOTEHIIUATHHO
HETaTHBHO OTPA3UTHCS HA BOCIIPUATUU POAUTEIBCKUX OPEHIOB.

bb110 Taxke MOATBEPKACHO, YTO CTENEeHb U3MEHEHUs BOCIIPUSTHUS
OpeHIIOB U WX PACHIMPEHUN BApPbUPYETCS B 3aBUCHMOCTH OT CTETICHU 3HAHUS
0 TOM WJIK HHOM OpEH/Ie, KaK TIOJIOKUTEILHO, TaK U OTPHUIATEIIHHO.

B 3akimtouenue, aHamu3 u 00CYXKIEHUE Pe3yJIbTaTOB, MOTYYEHHBIX B
JAHHOM HCCIICIOBAaHWHM, Jlaldi BO3MOXKHOCTH BBIPa0OTaTh HEKOTOPHIC
MPAKTUICCKUE PEKOMEH/IAINH JIJTT MEKTYHAPOIHBIX (PIIIH-KOMITAHHHA Chepshl
JIFOKC, OOPIOMIMXCS 32 BO3MOKHOCTh OXBAaTUTh 0OJiee MIMPOKYIO ayAUTOPHIO,

COoXpaHsAa IpU 9TOM CTATyC SKCKIIIO3UBHOCTH.



KiroueBbie ciaoBa: OpeHIbI JIIOKC, BOCIPHUSTHE MOTpeOuTENnei,

KanuTan OpeHja, crpaTerus OpeHI0B, paciupeHus OpEeHI0B

The Implications On Customer Brand Perceptions Of Brand Extension
Strategy In The Luxury Industry
Abstract:

The growing tendency of luxury brands to implement brand
extensions strategies, in contrast with the increasing customer demand for
brand identity and unique experiences, leads to a growing interest on
understanding how customers react to the horizontal brand extension in which
existing brand names are used with new products introduced in different
categories.

The present study intends to decipher existent and post extension
brand perceptions through the measurement of customer-based brand equity
(CBBE) and four of its most consensual dimensions in literature: Brand
Awareness, Brand Associations, Perceived Quality and Brand Loyalty. The
analysis focused on three brands: Louis Vuitton, Burberry and Tiffany&Co,
given their distinct levels of brand familiarity. The unique database collected
as a result of in-depth analysis of existing up-to-date brand extensions of 13
the most rich and famous luxury fashion brands as well as the development of
brand extensions’ classification based on self created criteria allowed to
reasonably justify the brand extension choice for further investigation. An
online survey was conducted on the sample of the Russian women aged 25-40
being aware of luxury brands mentioned in the questionnaire. The results
were analyzed through mediation analysis and regression estimations. A
positive relation was established between brand equity dimensions and the
overall construct. However, the use of specific dimensions of brand equity

could have further enriched the analysis. What is more, it is found that overall
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prior brand perceptions have an impact on the evaluations of the horizontal
brand extension, despite the only negative significant effect of the evaluations
on overall post perceptions. This implies that respondents’ awareness about
the proposed brand extensions in new product categories may be hazardous
for the brands.

Furthermore, it is also confirmed that the degree of perception’s
changes varies for different magnitude of brand familiarity, both positively
and negatively. Finally, this study derives specific management implications
for international luxury brands fighting to increase availability while keeping
exclusivity.

Key Words: Luxury, Brands, Customer perceptions, Brand Equity,
Brand Strategy, Brand Extension.
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INTRODUCTION

According to Bain & Company’s 2014 annual study the global luxury
market is on target to reach €223 billion in 2014, aided by a 5 percent bump
in growth this year (Bain&Co, 2014). Economic factors such as increasing
size of disposable incomes, rising number of high net growth individuals
(HNWI) in emerging markets (e.g. BRICS) (Hodgson, 2013), lowering entry
barriers due to advancement in business and management practices, driven by
globalization and the Internet have led to a more favorable environment for
luxury consumption (Truong et al., 2009). Despite the fact that Russia’s
economic growth slowed down in 2013 due to various factors, including
world economic uncertainty, industrial output decline, loose of foreign direct
investments and increased inflation, several studies point out that in 2013, all
luxury goods categories continued to post positive growth (Euromonitor,
2014). Even the economic crisis of 2008 followed by recession have not been
seriously impacted various types of luxury goods. Such positive landscape
encouraged the majority of traditional luxury companies to expand their
product offerings (e.g. cosmetics, perfumes) and vertically extend their brand
portfolios, driving profitability through increased accessibility (i.e. lower
purchase prices, higher profit margins) (Truong et al., 2009; Euromonitor,
2014).

In the framework of this study we will concentrate predominantly on
the issue of horizontal brand extension (Tauber, 1981) of luxury fashion
brands or brand stretching (Kapferer, 2012) in which existing brand names are
used with new products in different categories. This branding strategy has
allowed luxury houses to grow more quickly, without being limited to organic
internal growth, or finding themselves prisoners of the regression of their

original trade. What is more it does not require financial capital, only strong
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brand capital: creative renown and the ability to maintain it (Kapferer, 2012).
For example, Giorgio Armani created a homogeneous and consistent world
across a wide range of categories (e.g., clothing, accessories, cosmetics, home
furnishings) for customers embracing the brand’s signature minimalist style.

The majority of research on brand extensions has focused on the
consumer perspective and their evaluations of the extension and the core
brand (e.g. Aaker and Keller, 1990; Milberg et el., 1997). Such studies are
particularly relevant from both managerial and theoretical perspectives for the
reason that consumers’ evaluations are believed to be a key element in
indicating extension and core business success (Aaker and Keller, 1990;
Boush and Loken, 1992) and also an essential asset in developing the equity
of a brand (Pitta and Katsani, 1995). Therefore, taking into account that new
extension may affect existing associations of the parent brand as long as these
associations may directly influence evaluations of this extension in both
positive and negative ways, managers of luxury brands should be extremely
careful in their choice of the extension strategy. This point is crucial
especially for luxury fashion brands because the purchase of such products
has predominantly the symbolic and experiential value for customers. So a
luxury brand should preserve and leverage on its unique identity and its
history in all new categories in order to best correspond to customers’
expectations and avoid negative impact on brand image as being the most
valuable asset for such companies.

Thus, taking into account the widespread managerial practices in luxury
industry to stretch existing brand image to the new category on the one hand,
and the need to preserve the identity and culture of a brand on the other, we
are establishing relevant to the real company practice and relatively new for

luxury marketing literature research questions:



DOES LUXURY FASHION BRAND EXTENSION TO THE NEW
PRODUCT CATEGORY OF DESIGN HAVE AN IMPACT ON ITS
CONSUMERS’ PERCEPTION? AND, CONVERSALY, DOES THE
EXISTING LUXURY BRAND PERCEPTION IMPACT THE
EVALUATION OF ITS EXTENSION?
The aim of the study is to examine whether and how the perceptions
of actual and aspirational luxury customers towards some of the most
influential luxury brands were affected by news that they are presented in
more accessible categories than the category of origin. On the other word, it is
intended to assess the impact of horizontal consumers’ brand extension
evaluations in luxury fashion market on parent brand image.
The novelty of this research is that it aims to further contribute to the
existing knowledge on the marketing implications of brand extension strategy,
both by trying to understand how customer brand perceptions are built and
change when exposed to new information, as well as by focusing on the
luxury industry that most relies on the distinctiveness of products and services
to create brand value.
In accordance with this aim of the project the following tasks were set:
. Examine and define the structure of the modern fashion-market of luxury
goods in accordance with the customers’ behavior particularities;

. Analyze recent theories and concepts on brand extension strategy
implementation in luxury market of fashion goods;

e Analyze existing research practices on customers’ brand extension
perception and propose a relevant to the luxury market evaluation model;

e To conduct case study of well-known fashion brands’ stretching in
different design spheres and select the extensions for the brands

concerned:



e Develop an online questionnaire for customers’ parent brand perception
evaluation before and after exposure to the new information and collect
the qualitative results accordingly;

e Build linear and multiple regressions in order to support or reject
hypothesis;

e Provide the recommendations on brand extension strategy fashion
companies operating in luxury industry based on the obtained results and
to set goals for further research.

The theoretical object of the study is brand extension strategy as the
company's branding strategy at luxury fashion market; the empirical object of
the study is the set of luxury fashion brands (Louis Vuitton, Burberry,
Tiffany&Co) and their target audience.

The subject of the research is customer brand perceptions of brand
extension strategy in the luxury industry.

The theoretical and methodological basis of the present paper is
formed by the numerous frameworks of famous multinational researches and
research agencies in the field of branding and luxury marketing. Brand
perceptions will be deciphered through the evaluation of existent and post
extension brand perceptions through the measurement of customer-based
brand equity (CBBE) and four of its most consensual dimensions in literature:
Brand Awareness, Brand Associations, Perceived Quality and Brand Loyalty
(Aaker and Keller, 1990).

The methods of theoretical analysis being used in the study are the
following:

« Luxury marketing, consumer behavior, branding strategy literature
review;
o Comparative research analysis in the field of consumers’ brand

extension perception and luxury goods perception;
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o Luxury Brand extension analysis based on the Aaker’s and Keller’s
model of brand equity.
The empirical methods being implemented in the study are following:

« Case study analysis (based on the criteria of the most recent Bain & Co
classifications);

« Online survey (questionnaire with multiple choice, open and close
questions);

« Linear and multiple regressions (project modeling).

The study was composed of the following structure: firstly, a brief
luxury market overview and highlights of specific trends of luxury goods
industry in Russia were provided. Then, the concept of brand extension as a
valuable branding strategy in respect of luxury brands was introduced.
Afterwards, there was an analysis on what are the general dimensions
influencing customer perceptions and attitudes towards a brand, i.e. the
dimensions of brand equity. The following step was to understand how those
dimensions translate into the specificity of luxury brands, concluding with
several hypotheses on how initial customer perceptions towards extended
brand and its extension to another category might be related to “renewed”
customer brand perceptions and attitudes.

In order to achieve our research objectives an online survey was
conducted. The collected data was analyzed through both statistical and
econometric analyses. The findings and major managerial implications of the

outcomes were discussed in the later sections of the study.
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CHAPITER 1. BRANDING OF LUXURY FASHION GOODS AND ITS
PARTICULARITIES

In the framework of this study there are few specific terms to be
considered and accurately defined: luxury brands, luxury strategy and such
concepts from marketing theory as brand extension, brand perception,

consumer’s brand extension evaluation.

1.1 LUXURY MARKET OVERVIEW

1.1.1 Defining Luxury brands: different perspectives

According to K. Heine, there is no clear definition of the word luxury,
with a simple dictionary definition being "not essential” (Heine, 2012). It is a
relative and vague term because it completely relies on one’s perception of
“essential”. (Kapferer 2008; Kisabaka 2001). The complexity of this concept
can be illustrated by the famous saying ‘“one person’s junk is another
person’s treasure”. As a matter of fact, this confusion is also reflected in the
management literature. Although a variety of definitions already exist for
luxury products and brands, including the most popular concepts by Dubois et
al. (2001), Vickers & Renand (2003), Heine (2012), there is actually no
consensus about the definition of luxury products and brands and the existing
terminology remains a little bit “blurry” (Kapferer, 2000, p. 319;
Christodoulides et al. 2009, p. 397; De Barnier et al. 2006, p. 5; Yeoman &
McMahon-Beattie 2006, p. 321).

Throughout history, privilege and luxury have been used to create
social division and a class hierarchy. The ruling classes enforced their
inherited, uppermost position in society by building luxurious residences,
placed in large well kept grounds. Typically, aristocrats demonstrated their
superiority through heritage, birthright and a visibly opulent lifestyle of

12



luxury. Social inequality was preserved by these class divisions and the rules
of state, so that even the wealthy upper classes, were prohibited from dressing
or accumulating anywhere near the wealth of the ruling class. Even though
social rules and the division of etiquette appeared to diminish and vary over
time, the use of luxury and ostentation maintained those social distances
between classes.

Dominated by a small number of “fashion houses”, the French luxury
brand industry, despite the post-WW?2 Gaullist period, maintained its
influence and separation of upper class until the 1980s. During this time and
after, those dominant brands often bore the name of their founding designers,
such as Louis Vuitton, who founded the brand in 1854. These few top brands
knew each other well and coordinated specific protocols, when designing or
selling luxury items to the wealthy.

By the 1990s, Bernard Arnault arrived onto the luxury French market,
but with a new business model led by profitability. According to Thomas
(2008, p.49) the concept was based on traditional timeless style, uniqueness in
design, and intensive advertising. Luxury brands became more profitable,
through cutting production costs, but maintained the strong impression of
quality and style. At this moment, multi-brand groups were formed (P.P.R.,
L.V.M.H., Richemont) and promptly expanded the global market.

At present time, luxury has become available to a wider audience. It
maintains its profitability and is constantly in demand. The demand for the
luxury is spurred by many TV programs, printed and online media
publications — the luxury is a part of our day to day life. Some of the luxury
brands, in view to achieve broader markets, have started to introduce more
democratic ranges at lower prices, such as Ralph Lauren Polo clothing line
with tops at $9 available on sale in outlets or H&M clothing designed by Karl

Lagerfeld. This illustrates brands, such as Ralph Lauren and Karl Lagerfeld
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trading down, but high street fashion brands like H&M trading up to attract
new customers, seeking affordable luxury.

Luxury brands are defined by McKinsey (1990), as those which justify
a higher price, for the same tangible benefit, so the price/benefit ratio is a key.
Another definition was made by Nueno and Quelch (1998): they said, a low
function to price ratio, coupled with a high ratio of intangible situational
utility to price, also defines a luxury brand.

According to Jean-Noel Kapferer (2012, p.193), it is the high
association consumers have with the core products of a luxury brand, that
define it. This idea is also reiterated by Meffert & Lasslop (2003, p.6);
Bittner et al (2006, p.12) and Valtin (2004, p.30) who consider specific
associations of product characteristics, as being important in brands perceived
as luxury. Therefore, the characteristics and connections within the
component parts of a luxury brand, define a brand better. One can say that
luxury brand perception refers to the price, quality, design-style-visible
aspects, uniqueness and exceptionalism. Tangible and non-tangible
associations or perceptions, within and surrounding the brand, including the
circumstances at the point of consumption are all major definers of luxury
brand perception. Thus, the perception of a luxury brand is dependent on the
consumer and the beholder, given all the circumstances and associations
involved.

More than just a high priced product, according to Nueno and Quelch
(1998), a luxury brand has some commonalities: consistent quality across a
product range; a reputation for craftsmanship, uniqueness and brand
worthiness; brand personality with recognized designs or styles; finite
production volumes to provide exclusivity; clever marketing to promote all
such brand perceptions; association with the originating country, such as the

Italian fashion reputation or other strong associations.
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This research will use the traditional definition — where products are
commonly accepted as luxury items and follow the characteristics defined by
Nueno and Quelch (1998), including such brand names as Chanel, Louis

Vuitton, Gucci, Dior and other.

1.1.2 Picturing The Luxury Market Today. Classification of luxury goods

After defining the term of luxury product we will address in this study,
we would like to present several classifications of luxury goods in order to
define the category for possible brand extensions being used in our research.

There is a variety of categorizations of luxury product industries in
business and scientific literature, which offer an initial stock of categories
(Alléres, 2003; Bain & Company, 2012; Britt 2006, p. 2; Giraud et al. 1995;
McKinsey 1990). As part of the “World Luxury Brand Directory”, these
categories were adapted and complemented by analyzing the product portfolio
of the selected luxury brands (Heine, 2011). Table 1 presents the resulting
categorization of luxury product industries.

TABLE 1. CATEGORIZATION OF LUXURY PRODUCT

INDUSTRIES
e Fashion products o Wristwatches e Furnitures
o Apparel o Jewellery e Kitchens
0 Shoes o Pens e Table decoration
o Underwear o Diaries o Silverware
o Fashion accessories o Writing paper o Crystal & Glassware
Belts e Means of | o Porcelain &
Gloves transportation Stoneware
Scarves o Bikes e Linens
Hats o Motorcycles o Table liners
Ties o Automobiles o Bed linens
Eyewear 0 Boats/ Yachts o Bath linens
e Bags & Cases o Aircrafts/ Jets e Bathroom equipment
o Luggage e Delicates e Carpets
o Hand bags 0 Beverages e Lamps
o Wallets & Cases Wines e Interior electronics
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e Cosmetics & Sparkling wines e Interior accessories
Fragrances Spirits e Sports equipment

e Body Decoration o Foods e Garden furnishing

0 Mobile electronics e Interior decoration

In accordance with the temporal relativity being intrinsic to luxury
market, this categorization does not remain stable as there are more and more
new luxury product industries emerging over time.

Since 2000, in their Luxury Goods Retailing Global yearly reports, a
research company Mintel, defines three luxury goods retail market segments
for analysis: fashion, leather goods, perfumery & cosmetics, jewelry and
watches (Mintel, 2013). Mintel specialists note, that with the development of
consumer markets it is becoming increasingly difficult to provide clear
definition for the term “luxury goods” and prefer to use the term “highest
category on any goods market” in their reports.

Bain & Co (2012) categorizes luxury goods worldwide by classification
and region; these are divided into personal accessories (including some
consumables), and other categories (including other consumables, capital
goods and hotel services). Table 2 below shows the global market share of
personal accessories and Table 3 — other categories:

TABLE 2. PERSONAL ACCESSORIES

Category Revenues Growth Forecast
Leather Goods €33bn 16%

Shoes €12bn 13%

Men’s Apparel €26bn 10%

Women’s Apparel €27bn 9%

Fragrance €20bn 4%

Cosmetics €23bn 5%

Jewelry €11bn 13%

Watches €35bn 14%

Total €212bn 10% (average)
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TABLE 3. OTHER CATEGORIES

Category Revenues Growth Forecast
Cars €290bn 4%

Wines and spirits €51bn 12%

Hotels €127bn 18%

Food €38bn 8%

Home furnishings €18bn 3%

Yachts €23bn 5%

Total €547bn 8% (average)

To provide a regional breakdown of the personal accessory market
share, Bain & Co (2012) also include the figures shown in Table 4.
TABLE 4. PERSONAL ACCESSORIES REGIONAL MARKET

SHARE
Category Revenues Growth Forecast
Europe €75bn 5%
Americas €65bn 13%
Japan €20bn 8%
Rest of Asia €42bn 18%
Rest of the World €10bn 5%
Total €212bn 10% (average)

Bain & Co (2012) describes a growing personal luxury goods market
across the world, with a healthy 10% increase from 2011 to 2012. They
estimate that this market will grow by a more conservative 4 to 6% each year
from 2013 to 2015.

In order to understand current trends and key numbers of luxury market
we addressed a curious report made by Claudia D’Arpizio, a senior Bain
partner in Milan (D’Arpizio, 2014). She points at disparity between brands

that are not sufficiently keeping up with market changes in tastes and
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demographics, and those that are. The report further qualifies these changes
and the origins of the brands’ disparity:

e The Chinese customers, making up 25% of global luxury purchases, are
transforming the luxury market, both domestically and through
international tourism, overtaking Japan to become the second most
important market behind the US;

e E-commerce sources of luxury goods seeing growth of 25% annually is
considered to be emerging retail channels, with total revenues of
€20bn;

e Shifts in consumer tastes and attitudes also suggest changes between
generational aspirations, when consuming luxuries. Younger people are
more inclined to seek uniqueness instead of heritage; maximum
availability rather than exclusivity; they prefer to be entertained whilst
shopping, while their parents remain happy with the more mundane.

e Personal accessories have become the core of the luxury goods market,
€212bn taking up almost one third of the entire market share of €759bn.
For the first time in history, leather goods and shoes have emerged as
the largest market with 33% of the accessories sector. Increases in male
spending are claimed, with increased preference for higher quality and
price.

e Tourists account for 40% of luxury spending globally, and as tourism is
increasing woven into the luxury market, a new and experimental
challenge is apparent for luxury providers.

e Accounting for €547bn in global sales, the more expensive purchases,
such as luxury cars and yachts, in fact the whole “other category”
sector is also growing, with the entire €759bn market growing by 9%

during 2011, and estimated to be almost €1tn by 2016.
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D’Arpizio concludes with a cautious final assessment, saying that
growth fundamentals remain strong, but the luxury goods market will
experience “a bumpy ride”. Further qualifying this statement, D’Arpizio
suggests that what was once a successful brand strategy in the last five years,
will not necessarily produce the same gains up to 2020, given the changes
already observed above.

According to Ruiz (2008), in a survey conducted in 2007 by market
researcher The Nielsen Company, asking 25,000 consumers, in over 48
countries “which luxury brand would you buy if money was no object?” the
top five responses were Gucci, Chanel, Calvin Klein, Louis Vuitton and
Christian Dior.

Gucci is famous for its logo branded handbags and other accessories
and boasts a large department store on Manhattan’s exclusive Fifth Avenue,
one of 233 global stores. The most popular surveyed brand, its “Gucci Loves
New York™ handbag collection sold out within two days of opening. In
Forbes (2014a) list of 100 top brands, Gucci is listed global as #39 by market
value of $12.5bn, with annual revenues of $4.7bn. Joint second in the survey
were Chanel and Calvin Klein. Chanel was originally famous for its
perfumes, founded in 1909, but today is also well known for its “little black
dress”, tweed suits and quilted handbags. Having been headed by such
distinguished designers as Karl Lagerfeld, Chanel has stayed relevant, with
consistently stylish products, marketing “must-have” brands using the charms
of beautiful Hollywood actresses, such as Keira Knightley. Chanel is listed by
Forbes (2104) as the 79" most valuable brand globally, with $7bn
capitalization and $4.7bn in annual revenues.

Calvin Klein is not listed in the Forbes (2014a) top 100 brands by
value, since Phillips Van Heusen (the PVH Corp., 2013) owns the brand.

With annual turnover of $7.8bn for 2013, CK is just behind Louis Vuitton
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(the 10" most valuable brand by capitalization) in terms of revenues, selling
luxury designer apparel and accessories.

Louis Vuitton, the 4™ most popular brand in the consumer survey, is the
most valuable “luxury” brand on the Forbes (2014a) list, with a capitalization
of $29.9bn and turnover of $9.7bn. LV bags and leather goods are amongst

the world’s most valued and desirable luxury items.

1.1.3 Russia: The Eldorado For Luxury Brands

As it was highlighted above, despite the fact that Russia’s economic
growth slowed down in 2013, all luxury goods categories continued to raise in
sales that prove that wealthy Russians have always aspired to purchase goods
which highlight their material and social status (Euromonitor, 2014). What is
more, Forbes study shows that Moscow has held the title of the billionaire
capital of the world counting 110 Russians, worth a total of over $366 billion
and stays ahead of New York on top of the list of billionaire haunts (Forbes,
2014b).

In this part of literature review we want to shade some light on the
latest market trends and uncover sources of future market growth for the
Luxury Goods industry in Russia.

We can observe the trend among absolute luxury brands, which create
limited collections especially for the Russian market or personalized products
and items made of unique materials in order to emphasize the status of their
products and provide high-quality service. In the meantime, companies tend
to popularize luxury items in order to attract young and middle-class Russian
consumers and thus let them feel an attachment to the world of luxury. As
marketing studies show Russians are extremely interested in novelties and

companies launching more affordable luxury products, like accessories or
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super premium beauty and personal care, prefer to test and advertise it in
Russia.

In order to manage sales in Russia independently, high luxury brands
like Hermeés, Chanel and Gucci, which used to work with Russian dealers via
franchising or through distributors such as Mercury Group, Bosco di Ciliegi,
switched to managing the market directly. Two last years were characterized
by the ongoing development of luxury brands and their expansion into
southern regions of Russia, because of the big sporting events — Winter
Olympic Games 2014 and FIFA World Cup 2018. Nevertheless, over the
forecast period, Moscow, St Petersburg and Yekaterinburg will remain the
cities with the highest concentration of luxury goods sales. The development
of qualitative and reliable Internet shopping, offering luxury goods, will
increase internet retailing’s share of luxury goods sales.

The luxury outlet format was introduced in Russia in 2012, and it
continues to develop. Thus, in 2013 two outlets were added to the original
store at Outlet Village Belaya Dacha, and two more are scheduled to open in
2014 and 2015. Besides this format is not familiar among local consumers, in
the context of the slowdown in the growth of the economy and promotional
activity, these outlets gained popularity and attracted more luxury brands to
sell; and therefore more customers, especially ones who consume affordable

luxury items.

1.2. BRAND EXTENSION AS BRANDING STRATEGY IN LUXURY

It has become common in both national and foreign markets that
companies leverage strong brand equity by extending their brands into other
product categories. As a result, one challenge marketing managers face in
foreign markets is whether they should extend their brands into related,

congruent (e.g., Burberry scarfs), or distant, in-congruent (e.g., Armani
21



candy) product categories. Indeed, we observe a paradigm shift to an
experience-based market that resulted in the need to design experiential
marketing strategies. One of the key elements of this strategy suggests that
luxury brands should move beyond the mental limits of a product category
and offer a “way of life” (Grigorian, 2014). One approach to offer a way of
life is through horizontal brand extensions. For example, Giorgio Armani
created a homogeneous and consistent world across a wide range of
categories (e.g., clothing, accessories, cosmetics, home furnishings) for
customers embracing the brand’s signature minimalist style. As a matter of
fact, in the luxury strategy the brand is linked to a specific universe where it is
totally legitimate. For instance Rolex makes watches, Ferrari makes cars.
However, a big part of today’s luxury market is made up of luxury brands
moving out from their original sphere and extending their reputation to other
sectors (e.g., Gucci; Ferragamo, Fendi, Hermes, Tiffany&Co and so on).

In practice, the origins of luxury brand-stretching take place in the
middle of the 20 century. The Belle Epoch period, 1871 to 1914 was
considered a golden age for the growth of luxury market: Hermes began as a
saddler, Christofle as a goldsmith and Louis Vuitton made luggage and
trunks. Right after the First World War, the big luxury houses began to
manufacture or to put their names to things they had not originally known
how to make. The launch of the famous perfume No.5 by Coco Chanel is
considered as the first true structured and openly admitted “brand stretching”
(Kapferer, 2012).

As a matter of fact, brand stretching gives luxury makers the
opportunity to grow quickly and easily, with less reliance on slower organic
growth. This strategy also opens up an escape route for any stagnant brands,

ones at risk from technological change, or other competitive challenges.
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Another type of brand stretching, defined by Kapferer (2012) is one of
franchises and product licences, where expanded manufacturing and
marketing is devolved to independent traders, in order to expand sales.

The very phenomenon of brand extension, not necessarily related to the
luxury market, has been studied by a number of authors. Tauber (1981)
explores brand franchise extensions as application of a familiar brand to a
product in a different category. Aaker and Keller (1990) define two types of
brand extensions, such as a line extension, which implies the use of the
existing brand for expanding into a new market segment in the same product
category; and a brand extension, which implies the use of the existing brand
for entering a different product category. Farquhar (1989) also defines two
brand extension types that differ from those, outlined by Aaker and Keller
(1990). These types are: a line extension, which implies using a current brand
for another product within one of the existing categories of the company; and
a category extension, which implies using a current brand for a completely
new product category, not used before by the company. Reddy et al. (1994)
argue, that majority of brand extensions are line extensions.

Aaker and Keller (1990) note that one of the benefits of brand
extensions is the reduction of gaining distribution expenditure and enhanced
efficiency of marketing activities. This particularly applies to new product
launches as part of a brand extension. Brand extensions, however, carry a
certain risk and not all of them are successful. Burnaz and Bilgin (2011)
provide examples of unsuccessful brand-stretching, such as an extension of
Lynx deodorant brand into hair care, noting the importance of taking into
account the boundaries of a brand. Keller (2003) mentions another important
factor that makes brand extensions successful — the trust of the consumer into

the brand and a new service or product it is launching into the market.
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J. Kapferer (2009) differentiated between luxury brand stretching and
extension. In the first case, the luxury brand implements its luxury strategy in
the new territory (Louis Vuitton the luggage maker produce leather goods or
Hermes the leather maker in silk ware) in such a manner the luxury brand
becomes a full player of the new market by progressively controlling the
whole process. In contrast, in ‘brand ‘stretching’ the luxury brand does not
apply the luxury strategy in a new territory, but a fashion or a premium
strategy close to basic licensing — as did Hermes with perfume.

Luxury brand extension has certain success factors, which vary with
different characteristics of the parent brand (J. Kapferer, 2012):

1. A luxury range should have an intangible parent identity, almost
considered to be, a work of art. This notion of luxury, can be applied to
many different brand categories, but the parent must be as identifiable
as a Van Gogh painting.

2. The parent brand should have a hedonistic character, providing the
ability to market multi-sensual desires or pleasures; providing an
attractive symbolism to certain consumers who might buy it.

3. The parent brand should be tending to be incomparable or at least
distinctive to other brands, avoiding brand dilution by franchising and
brand licencing for higher volumes.

4. Luxury brands should extend consumers’ personalities by assuming a
certain lifestyle.

5. It is crucial for luxury brands to avoid dilution of the brand’s luxury
image by maintaining limited production and retail outlets, maintaining
the attractiveness of quality or design, ensuring the core parent identity
IS preserved.

According to J. Kapferer there are no product categories that should be

unequivocally excluded from potential brand extension. Even if there is no
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obvious ‘fit’ - neither tangible (similar products or know-how) nor intangible
(leather handbag and luxury car). However, if the extension respects the
brand’s identity, the picture can change, and be considered for successful

brand extension.

1.3 BRAND EQUITY

A product could be “something that offers a functional benefit”, whereas a
brand represents additional attributes as “a name, symbol design or mark that
enhances the value of a product beyond its functional value” (Farquhar,
1989). One can therefore infer that brands add value to a product or service,
generally designated as “brand equity” (e.g., Aaker, 1991; 2004; Keller, 1993)
and which can be defined from several views, namely the ones of the investor,
the manufacturer, the retailer or the customer.

In fact, marketing literature tend to explore brand equity in three ways:

1. What and how certain consumers think (perceptions, beliefs, attitudes,
desires, understanding etc) and how this affects their buying behavior
and decisions.

2. The revenue differential at the product or market level within the retail
space, between a similar unbranded benchmark and the branded
product.

3. Estimation of the intangible assets of a company based on the notional
value of individual brands or an entire brand range; often used for
valuations in financial markets (e.g. Keller & Lehmann (2006).

Consumer-based brand equity or CBBE focusing on how customers perceive
the product and behave toward it (point 1. above) will be the dominant
approach for this research, since brand equity is irrelevant to stakeholders, if
customers don’t see any brand value, as argued by Aaker (2004); Crimmins

(1992) and Farquhar (1989). Moreover, according to the research (Cobb-
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Walgren, Ruble, & Donthu, 1995), high brand equity levels positively impact
customer preferences and purchase intentions. Keller (1993) and Shocker,
Srivastava & Ruekert (1994) claim that CBBE can be generally defined as a
consumer’s reaction (mental and physical) to a brand name; but it is mostly
studied using several dimensions, such as brand awareness and image
(Berthon et al., 2009; Lane & Jacobson, 1995).

These CBBE dimensions have been broadly explored in articles, but the
consensus of opinion places the Aaker model as the basis of brand equity
studies, upon which, further work can be built (Bendixen, Bukasa & Abratt,
2004; Keller, 1993; H. Kim, Kim, & An, 2003; Yoo & Donthu, 2001).

The Aaker model first appeared in 1991 to define CBBE, as the ‘value’
consumers place on a brand, in terms of awareness, associations, quality,
loyalty and other benefits. This five-dimensional Aaker model is often used as
the starting point of CBBE study, but for further research the model of Chieng

Fayrene and Chai Lee (2011) is set as the main guideline.
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1.3.1 Four Dimensions of CBBE in Luxury Brands
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FIGURE 1: CUSTOMER-BASED BRAND EQUITY
DIMENSIONS

1) Brand Awareness

The vast majority of researchers agree that brand awareness is one of
the most important aspects of brand equity (Aaker, 1991; Kapferer, 1992;
Keller, 2003; Agarwal & Rao, 1996; Mackay, 2001).

Awareness is the consumer’s ability to recall and recognize a brand,
name, trade mark, logo or other brand association from memory (Keller,
2003, p.76). Aaker (1996) argues that higher levels of awareness should also
be considered: is the brand at the front of a consumer’s mind, and so
dominates thinking; what knowledge, understanding and opinions does the
customer hold?

The two aspects of brand awareness, recall and recognition, may vary
in relevance, depending on the characteristics of the brand being analyzed
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(Aaker, 1996). For newer brands, recognition would carry uppermost
importance, whilst well-known brands, being at the front of the mind, have
high recall. To enhance brand recall, promotion of brand knowledge,
understanding and opinions can be influenced, as higher levels of awareness.
In addition, brand awareness, is an essential component of brand association,
since a consumer must firstly be aware of a brand, before associations can be
placed with it (Aaker, 1996; Washburn & Plank, 2002). Keller (1993)
postulates that, brand knowledge is an aggregation of associations placed on
the brand.

2) Brand Associations

Aaker (1992) considers brand association to be the most important
dimension in the definition of brand equity, being the root cause of
purchasing behavior and brand loyalty (Aaker, 1991, p.109). Brand
associations encompass all a consumer’s brand-related thoughts: feelings,
perceptions, images, experiences, beliefs, attitudes and others - notions held in
memory (Kotler & Keller, 2006, pp. 188). Categories of brand association
have also been defined in research articles (T.J. Brown & Dacin, 1997;
Farquhar & Herr, 1993), these works identify Chen's Segmentation (2001)
between product and company associations.

a) Product Associations

Product associations can be divided into functional and non-functional
associations (Chen, 2001). The functional product associations are usually
tangible attributes, such as performance or reliability (Keller, 1993). The
strong connection between functional product associations and brand equity,
has been confirmed by Lassar, Mittal, & Sharma (1995) and Pitta & Katsanis
(1995), and influence consumers’ perceptions, adding value to a brand and

therefore CBBE.
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Non-functional product associations are likely intangible aspects, such
as personal opinions and symbolism (Aaker, 1991; Farquhar & Herr, 1993;
Keller, 1993), for example: social opinions, personality expressions or self-
awareness (Keller, 1993; Pitta & Katsanis, 1995). In previous research papers,
non-functional product associations are further segmented, along the lines of
social image, perceived value, trustworthiness and differentiation.
Social Image is defined as the consumer’s opinion and perception of the
social group in which the brand is associated. Social image: includes
associations and thoughts that a customer might have, towards a ‘typical’ user
of the brand. Additionally, what the customer believes others might think, in
terms of their opinions, perceptions and associations (H.M. Lee, Lee & Wu,
2011). Previously it has been shown, that when considering ‘image’, the
social setting, is a particularly strong promoter of brand equity (Lassar et al,
1995).
Perceived Value described as the consumer’s perception of brand benefits —
tangible and non-tangible, against the purchase and lifecycle cost; a
combination of what is ‘received’ in the mind of the customer, and the ‘effort’
required, or paid, to obtain it (Lassar et al., 1995). So, purchase decisions are
affected by the perceived relationship of overall cost and benefit (Lassar et al,
1995). Consumers therefore, with higher perceptions of brand benefit, are
often willing to pay a higher price, leading to a higher value in CBBE.
Trustworthiness is an important component in the assessment of brand
strength, based on customer experience, brand track record and knowledge.
That knowledge is given through information and experience — hearsay,
features and news, impressions formed, actual reliability and service levels,
plus other factors. Overall therefore, trustworthiness is a strong variable in
brand equity models (Lassar et al, 1995). It is often described as a confidence

level that a consumer has, in terms of the brand overall, products themselves,
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and the company who makes, sells and services those products. It can include
communication details and satisfying a customer’s basic and more elaborate
needs (Lassar et al, 1995). Highly trusted brands, invariably for several
reasons, are often associated with high CBBE.
Differentiation or distinctiveness is taking place when products or brands are
separated into distinctive personas, consumers are better able to receive,
process and preserve information about a brand (Hoyer & Brown, 1990).
Distinctive brand positioning, helps to define the marketing strategy and
clarify messages to the consumer. This aspect of product association, leads to
higher CBBE and thus, a higher price premium is made possible.

b) Organisational Associations

Organizational associations are divided into ‘ability” and ‘social’
associations: ‘ability’ relates to technical, production, specification and
delivery expertise; ‘social’ can relate to responsibility for the community or
environmental, political issues and other social factors (Chen, 2001). This
study focuses mainly on the ‘ability’ aspects, consumers often find
themselves belonging to a certain brand, because of the abilities they perceive
(Aaker, 1996). This association, based on organizational attraction, is
significant amongst followers of similar brands, where the organization is the
most distinctive part of the brand associations.

3) Perceived Quality

More powerful than brand association (Di Benedetto & Calantone,
1994; Keller, 1993), “perceived quality” is considered a separate CBBE
dimension (Aaker, 1991; Feldwick, 1996; Kapferer, 1992). Distinct from
“objective quality”, perceived quality relates to overall customer perception of
how excellent or superior a product is to them. Objective quality, argues

Anselmsson & Johansson (2007), is not necessarily associated with brand
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equity since consumers are not normally able to make objective quality
assessments themselves.

Perceptions can strongly affect quality judgments (Boulding, Kalra, &
Staelin, 1993), and so it is important to realize which key quality perceptions
affect CBBE overall. Perceived quality can be sub-divided into “intrinsic” and
“extrinsic” aspects (Steenkamp, 1997; Zeithaml, 1988). Whilst “intrinsic”
attributes are concerned with a product’s tangible physical features (e.g.,
design, taste, feel, style, general appearance or composition etc); “extrinsic”
factors include everything else, sometimes non-tangible (e.g. observation,
hearsay, opinion etc), that relate to a particular product; others might be (e.g.,
brand name, retail store layout, packaging design, service quality levels, and
quality standards adopted). There are many factors that define quality
perception, and these depend strongly on the type of product being
considered.

4) Brand Loyalty

Another core dimension of CBBE: brand loyalty, is particularly
important for the endurance of successful brands, and is defined as the
customer’s enduring strength of attachment to a particular brand (Aaker,
1991, pp. 39). However, brand loyalty may be presented in several layers or
facets according to Gremler & Brown (1999), for example, behavioral and
cognitive loyalty, to name two interconnected traits. Behavioral loyalty relates
to repeat business, where the client returns to buy a branded product year after
year (Keller, 1999) or might commit to a future buying decision as a priority.
Loyal Apple consumers, who are always determined to buy the next
generation iPhone without knowing anything about it, can be a good example
of the behavioral loyalty.

Cognitive loyalty is about fixation of the mind on a brand; where a

brand is the first thing in a customer’s mind, being embedded into the highest
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level of brand awareness. Customers having cognitive loyalty, towards a
brand, show a higher propensity to keep buying a brand year after year, and
showing higher behavioral loyalty (Keller, 1999); one also sees that brand
loyalty influences selling price and so strengthens CBBE. Conversely, the
selling price premium, when compared to other similar brands, can even
improve loyalty — the notion that “more expensive” means automatically, a

“better brand” (Aaker, 1996).

1.3.2 Three Dimensions of CBBE in Luxury Brands

Luxury
Brand

Value

FIGURE 2: LUXURY BRAND VALUE
To fully understand luxury brands and source of their brand equity, it is
vital to grasp the dynamics within the primary actors involved: people,
products and brands (Berthon et al., 2009); a “three worlds” theory, suggested
by Popper (1979) also provides:
1) Physical — relates to objects, states and systems;
2) Emotional — dealing with emotions, perceptions and thoughts;

3) Cultural — considers culture, science, language and literature.
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In order to discover what is happening, it is possible to link these
worlds of luxury brands and fully capture the interactions previously
discussed. Within the genre of luxury brands, and when adapting Popper’s
‘worlds’, we are provided with three dimensions:

1) Objective (material): prices, products, utility, robustness, reliability and
services;

2) Subjective (human): consumer thinking - needs, emotions,
understanding, opinions and perceptions;

3) Collective (social): community and social factors - knowledge,
symbolism, peer pressure and cultural images.

Studying these three dimensions gives clear differential pointers or
similarities to the idea of CBBE and its multiple dimensions. Further, when
Keller’s (2003) definition of brand equity is considered - “the personal value
and meaning that consumers attach to the brand’s product attributes (e.g.,
functional, symbolic, or experiential consequences from the brand’s purchase
or consumption)” — a link between the two ways of thinking about CBBE,
becomes clearer:

A) Functional — a link exists between functional dimensions of brand
equity (through brand associations and perceived quality) and the materialistic
world of luxury (Ervynck et al, 2003). The two sides, one with emphasis on
the brand’s physical features (e.g. products and services), aimed at what a
product actually does. The other side deals with what a product means to the
consumer (e.g. the real pragmatic nature of Dior couture; the longevity of
Louis Vuitton luggage trunks).

B) Experiential - The customer experience dimension of brand equity
(given the aspects of brand association and the perception of quality) is also
connected the subjective world of the individual. A place where brand

persona, hedonism and the perception of luxury, meet a consumer’s innermost
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traits and deepest desires and needs, such relationships are at the core of the
definition of luxury (Holbrook & Schindler, 1994). For some researchers of
the Experiential dimension, this attribute is “idiosyncratic and mercurial”,
suggesting that a brand attribute to one consumer might be highly desirable,
but to another, quite worthless (Berthon et al., 2009). Customer brand
experience therefore, is about feelings, sensitivity, cognitive and behavioral
decisions invoked by brand generated stimuli and through informed and
targeted marketing of: design benefits, identity placement, packaging,
communication and retail and point of consumption environments. These
ideas have been extended, establishing a strong influence over consumer
perception in CBBE and brand success.

C) Symbolic — another connective dimension of symbolism (again
related to brand associations) and the social collective aspect of luxury brands
(Bearden & Etzel, 1982; Bourdieu, 1984; Veblen, 1994). Symbolism is
coupled to real and imaginary narratives, customary and cultural myths and
the world of dreams, which emanate from the luxury brand culture. The
concept of a symbolic dimension can be divided into two signal directions:
those to ‘oneself’ and to ‘others’. Expensive couture might invoke a feeling of
simple wealth in the mind of the wearer, but may just seem au-courant to one
observer and the dress style au contraire to another (Gergen, 1991). Like the
symbolic decision of buying either a luxury Bentley or Rolls-Royce motor
car, this brand association could be entirely non-functional and not product
related (Aaker, 2003; 1996; 2004; Aaker & Joachimsthaler, 2000; Keller,
1993; 1999).

Finally, it is worth noting, that the three dimensions here are all
contextual, in that these connective values may change due to attitudes,
circumstances, environment and time. Brand imagery can become staid, off-

trend or old-fashioned, consumer perceptions, desires and needs can easily
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and quickly drift away from positions that used to be certain, in the minds of
luxury brand producers and sellers (Berthon et al., 2009).

To sum up, the concept of CBBE as well as the dimensions proposed to
analyze it (awareness, associations, perceived quality and loyalty) seem to be
in line with the characteristics and value drivers of luxury brands. Therefore,
CBBE dimensions are expected to be suitable predictors of how customers

perceive and act towards luxury brands.

1.4 EXAMINATION OF FACTORS STIPULATING CONSUMERS’ BRAND
EXTENSION EVALUATIONS

The domestic literature on brand extensions has developed extensively
since the late 1980s and early 1990s. Much of this effort has focused on
finding relevant antecedent and moderating variables that affect consumers’
brand extension evaluations. Factors analyzed as antecedents to brand
extension evaluation include the relationship between the parent brand and its
extension (e.g., Aaker and Keller 1990), the parent brand’s characteristics
(e.g., Dacin and Smith 1994), and the brand extension’s product category
characteristics (e.g., Smith and Park 1992). Despite such research, studies
involving brand extension strategies in luxury market are very limited.
Indeed, as we will discuss later, there exist only a handful of studies that
examine brand extensions in luxury market.

Klink and Smith (2001) argue that the customer evaluation of the brand
extension is the main determinant of its success. Aaker and Keller (1990)
conducted a landmark research on brand extensions, resulting in an attitude-
based brand extension model, which outlines brand extension success factors
as quality (an attitude towards the brand that is being extended) and difficulty
(the extend of the class difference between an original and stretch product —

the “fit”). The attitude-based brand extension model defines three dimensions
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of the “fit”. These are: complement (the consumer perceived extent of the
original and extended product complementing each other); substitute (the
consumer perceived extent of the original and extended product substituting
each other); and transfer (the consumer perceived relationships between the
original and extended product in terms of their manufacturing). The
dependent variable was specified as “the attitude toward the extension,
operationalized by the average of the perceived quality of the extension and
the likelihood of trying the extension measures.

In the research on brand extensions, Smith (2002) has placed an
emphasis on the fit of the brand extension and taken into account moderating
variables. As a result of his study, the author has made several propositions:

e Brand extensions that have a good fit are evaluated more positively
than brand extensions with poor fit;

e Brand extensions that have a good fit provide more enhancement to the
main brand and brand extensions with poor fit dilute the main brand;

e The high quality of the main brand lowers the influence of fit on
consumer evaluation of the main brand and its extension;

e High levels of consumer knowledge increase the influence of fit on
consumer evaluation of the main brand and its extension;

e To reduce the negative influence of a brand extension that has a poor fit
on consumer evaluation of the main brand and its extension, a detailed
and carefully defined branding strategy is required;

e Large number of categories of products as brand extensions reduce the
influence of fit on consumer evaluation of the main brand and its
extension;

e High levels of relation of products that are brand extensions increase
the influence of fit on consumer evaluation of the main brand and its

extension;
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e High certainty of the consumer reduces the influence of fit on consumer
evaluation of the main brand and its extension.
Therefore; the compatibility of two product categories perceived by customer,
or “product fit”, 1s also key variable to understand how customers respond to
the horizontal brand extension.

Existing research on brand extensions provides an insight into brand
attitudes that are closely related to the customer brand extension evaluation.
This is to say, that if the product category fit is conflicting, favourable brand
attitudes are not transmitted onto a brand extension (Aaker&Keller, 1990;
Dacin& Smith, 1994; Milberg, 1997). In this context, the fit can be defined as
a similarity of categories of the product of the brand itself and its extension
(Park et al., 1991) and the extent to which company skills can be used for the
production of a new, extended, product (Aaker& Keller, 1990). “A poor fit...
may actually stimulate undesirable beliefs and associations” (Aaker& Keller,
1990, pp.30).

Applying the above to this particular paper, it is becoming apparent,
that when customer perceptions of the product are telling them, that the
products is incompatible, it might mean, that their positive evaluations of the
main brand will not transfer onto the extension and can also cause further
negative evaluations of the extension and the brand.

Within the analysis of relationship between parent brand and its
extension, it is important to take into account another relevant variable to
consider - brand image of the parent brand, which presents inner customers’
brand associations, which in its turn might affect the actual brand image of the
extension (Keller, 1993).

During the analysis, when looking at cases of horizontal extension,
previous brand evaluations and associations will be considered, as defined by

Broniarczyk & Alba (1994). If brand images of the brand and the extension
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are inconsistent, customers are likely to start questioning the extension, which
leads to negative perception and beliefs about the extension (Aaker& Keller,
1990; Folkes, 1988). Therefore, when the brand extension is perceived as “fit”
and “cohesive”, positive customer evaluations are being formed (Park et al.,
1991).

Taking the above into account, in this paper the evaluation of the
horizontal extension will be measured through average results of two

variables: product category and brand image fit.
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CHAPITER 2. METHODOLOGY OF THE EMPITICAL STUDY ON
LUXURY BRANDS’ EXTENTIONS: CHOICE AND JUSTIFICATION

2.1. THEORETICAL FRAMEWORK AND HYPOTHESIS

H, and H,,
PRE-CBBE* ){

.“"‘-“‘ Hyy and Hyg Hy, Hyy and Hyy

“‘.,..

n “'i
EVALUATION

OF BRAND
EXTENSION

FIGURE 3. THEORETICAL FRAMEWORK

As previously mentioned, strategic trend of luxury brands to implement
brand extensions strategies, in contrast with the increasing customer demand
for brand identity and unique experiences, leads to a growing interest on
understanding how customers react to the horizontal brand extension in which
existing brand equity is used in new product categories.

Considering the academic reasoning behind the brand extension
strategy in the industry, as well as how customer perceptions of luxury brands
are structured and might be affected by new information related to the brands
involved, a theoretical model of six major hypothesis was developed.

The model first stimulates that the proposed dimensions of CBBE do,
in fact, positively relate to the overall evaluation of brand equity (H1). It was
said that the concept of customer-based brand equity as well as the

dimensions proposed to analyze it (awareness, associations, perceived quality
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and loyalty) seem to fit the characteristics and value drivers of luxury brands.
Hence, CBBE dimensions are expected to be good predictors of how
customers perceive and act towards luxury brands.

The model then intends to demonstrate that previous customer
perceptions, which are operationalized as customer-based brand equity
(CBBE), have a positive relation to post-perceptions (H2).

Furthermore, the customer perception of the horizontal extension
measured through average results of product category and brand image fit,
also presents a positive relation with the post-customer perceptions of the
brands involved (H3). Besides, the relation between prior perceptions and the
evaluation of the horizontal brand extension may either be positive (H4A) or
negative (H4B). On the one hand, it is expected that favorable (unfavorable)
antecedent brand associations and experiences will lead to favorable
(unfavorable) associations and experiences towards the brand extension. On
the other hand, since this study is focusing on luxury brands characterized by
high symbolic value, that leads to the strong possibility that customers might
perceive the extension as being uncertain for the brands, hazarding their
unigueness and brand identity, even though they are both positively evaluated
in the mind of the customer (Kapferer, 2012).

Lastly, it is hypothesized that different levels of brand awareness of the
brands involved have an impact on the several hypothesis (H2A) (H3A and
H3B) (HEA).

Thus, it was expected to study following hypothesis:

H1: BRAND AWARENESS, BRAND ASSOCIATIONS,
PERCEIVED QUALITY AND BRAND LOYALTY ARE POSITIVELY
RELATED TO THE OVERALL BRAND EQUITY OF LUXURY
BRANDS.

H2: PRIOR CBBE (BEFORE BRAND EXTENSION) IS
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POSITIVELY RELATED TO POST EXPOSURE (AFTER BRAND
EXTENSION) CBBE TOWARDS THE SAME BRAND.

H2A: FOR LOWER (HIGHER) LEVELS OF BRAND
AWARENESS, THE
EFFECT OF THE PRIOR CBBE ON THE POST-EXTENSION ONE WILL
BE SMALLER (LARGER).

H3: CUSTOMER EVALUATIONS OF THE BRAND EXTENSIONS
ARE POSITIVELY RELATED TO POST EXPOSURE CUSTOMER-
BASED BRAND EQUITY.

H3A: FOR LOWER (HIGHER) LEVELS OF BRAND
AWARENESS, THE EFFECT OF THE BRAND EXTENSION ON POST
CBBE (AFTER EXTENSION EXPOSURE) WILL BE LARGER
(SMALLER).

H3B: FOR LOWER (HIGHER) LEVELS OF BRAND AWARENESS,
THE EFFECT OF THE BRAND EXTENSION ON POST CBBE (AFTER
EXTENSION EXPOSURE) WILL BE SMALLER (HIGHER).

H4A: PRIOR CBBE (BEFORE EXTENSION EXPOSURE) IS
POSITIVELY RELATED TO CUSTOMER EVALUATIONS OF THE
BRAND EXTENSION.

H4B: PRIOR CBBE (BEFORE EXTENSION EXPOSURE) IS
NEGATIVELY RELATED TO CUSTOMER EVALUATIONS OF THE
BRAND EXTENSION.

2.2. CASE STUDY: CHOICE AND JUSTIFICATION OF BRANDS AND THEIR
EXTENTIONS

The theoretical model presented above is based on the analysis of tree
luxury brands: Louis Vuitton, Burberry and Tiffany&Co. There are two main
grounds explaining the choice of these brands. First, according to the
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Interbrand’s Best Global Brands ranking, Louis Vuitton, Burberry and
Tiffany&Co are more valuable fashion brands in luxury market: Louis
Vuitton - $22,552 m (1% place), Tiffany&Co $5,936 m (6" place), Burberry -
$5,594 m (7"" place) (Interbrand, 2014). These brands are global: they operate
at least in the three continents and at least 30% of their income goes from
foreign markets; their financial data is publicly available, they are widely
known not just in the county of origin but also abroad. It becomes therefore
interesting to center the analysis on a real case study of famous luxury brands
and explore how customers react to the information of the extension of the
brands.

Second, according to World Luxury Index™ (a ranking of the top 50
most-searched for luxury brands in Russia based on the unbiased search
inputs coming from global luxury consumers in the Yandex.ru search engine)
demonstrates that among fashion brands Louis Vuitton ranks first and
Burberry takes 26" place in the fashion category, Tiffany&Co ranks second in
the category of jewelry (Luxury Society, Yandex & Digital Luxury Group,
2011).

The choice of brands with different level of awareness was not accidental. As
previously mentioned, the brand familiarity serves as one of the key factors
impacting perception of brand extension. Thus, to test some of the established

hypostasis it is crucial to expose brands with different level of awareness.

TABLE 5. TOP MOST SEARCHED FOR LUXURY BRANDS IN
RUSSIA (BY CATEGORY)

Cars Fashion | Beauty | Hospitality | Watches | Jewelry
1 BMW | Louis Chanel Hilton Rado Swarovski
Vuitton
2 Audi Hermes | LancOme | Sheraton Omega | Tiffany&Co
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3 Volvo

Chanel

Guerlain

Renaissance

Rolex

Bulgari

In order to classify the categories presented by Louis Vuitton, Burberry

and Tiffany&Co and to choose appropriate extensions for further research it

has been taken the decision to conduct in-depth analysis of existing up-to-date

brand extensions of 13 the most rich and famous luxury fashion brands (Louis

Vuitton, Chanel, Armani, Dior, Burberry, Gucci, Hermeés , Prada, Cartier,
Tiffany&Co, Bulgari,

classification model of personal luxury goods proposed by Bain & Co (Bain

Ralph Loren, Yves Saint Laurent). Using the

& Co, 2012) we had been able to collect the unique database on recent

extensions at luxury market as well as to develop brand extensions’

classification based on personally chosen criteria (tables 6.1; 6.2; 6.3).
TABLE 6.1 - LUXURY FASHION BRANDS' EXTENSIONS INTO
DIFFERENT DESIGN CATEGORIES

Category

Louis Vuitton

Burberry

Tiffany&Co

Gucci

Hermes

Apparel

Haute
Couture;
Ready-to-

wear

Haute
Couture:
Burberry
Prorsum
Ready-to-
wear:
Burberry
London,
Thomas
Burberry,
Burberry Blue
Label,
Burberry
Black Label

Haute
Couture;
Ready-to-

wear

Haute
Couture;
Ready-to-

wear

Shoes

+
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Leather goods + + +
Fragrance + +
Cosmetics
Accessories + + +

(eyewear,
wallets,
jewelry,
watches,
scarves,
ponchos and
wraps, belts,

hats and gloves,

umbrellas,
home
accessories)
high jewelry + + +
watches + + +
Art de la table +
Other Books and Pet accessories;
categories writing aroma candles;
(agendas and accessorizes for
covers, writing, different
books); Pets technical
accessories devices

TABLE 6.2 - Luxury Fashion Brands'

Extensions into different design

categories
Category Chanel Bulgari Armani Dior
Apparel Haute Couture; Haute Couture: Haute Couture;

Ready-to-wear

Armani Privé
Ready-to-wear:
Georgio Armani,

Emporio Armani

Ready-to-wear
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Masstige: Armani

Collezioni, AJ,
A/X, Armani
Junior
Shoes + + +
Leather goods + + + +
Fragrance + + + +
Cosmetics + + +
Accessories + + + +
(eyewear, wallets,
jewelry, watches,
scarves, ponchos
and wraps, belts,
hats and gloves,
umbrellas, home
accessories)
high jewelry + + + +
watches + + + +
Art de la table Armani Casa
Other categories | Sport assets and Hotels&Resorts | Armani Flori, Books
books Dolci, Armani

Nobu, Emporio
Armani Caffe,
Armani Luxury
Hotels&Resorts,
Mercedes Benz
CLK Giorgio

Armani
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TABLE 6.3 - LUXURY FASHION BRANDS' EXTENSIONS INTO
DIFFERENT DESIGN CATEGORIES

Category Cartier Yves Saint Prada Ralph Loren
Laurent
Apparel Ready-to-wear Haute Couture; Ready-to-wear
Ready-to-wear Blue Label
Black Label
Masstige:
RRL
Polo RL
Lauren Children
Shoes + + +
Leather goods + + + +
Fragrance + +
Cosmetics + + +
Accessories + + + +
(eyewear, wallets,
jewelry, watches,
scarves, ponchos
and wraps, belts,
hats and gloves,
umbrellas, home
accessories)
high jewelry + + +
watches + +
Art de la table RL Home

Other categories

Books and writing
accessories
(agendas and
covers, writing,
books); design

features

RL Home (living
+bedroom

accessories)
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Along with analysis of product categories in which brands are
presented, it was worth to draw our attention also on the frequency each
product category was covered by brands and how wide and full the brands’

assortment was inside each category.

As a result of this it has been established the classification of

categories in luxury market by frequency of brands’ presence within it:

e highly widespread (apparel, leather goods, shoes);

e widespread (fragrances, jewelry (eyewear, wallets, jewelry, watches,
scarves, ponchos and wraps, belts, hats and gloves, umbrellas, home
accessories));

e moderately spread (high jewelry, cosmetics);

e unexpanded (home accessoriness, watches...);

e rare (art de la table, books and writings, hotels&resorts,

cafée&restaurants, flowers, food, sport).

Additionally, it has been observed the key features of pricing
strategy and the particularities of branding strategy (ex. naming) for each
category. On the tables above (tables 6.1; 6.2; 6.3), the cells in green were
marked for the original category of brand; grey color meant the absence of

category in the brand’s assortment.

Following the logic of the current analysis, it has been decided to
use complementary classification of personal luxury goods suggested by
Bain&Co. It explains the segmentation in the global luxury market on the
basis of brand positioning. According to this concept, at the base of the
pyramid there are accessible luxury brands, which are characterized by their
affordability, a sense of belongingness to the world of luxury (membership)

and an increase in buyers own social status (status). In the middle of the
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pyramid, there are aspirational brands for which the key characteristics are
aspiration, recognition and distinctiveness. At the top of the pyramid there are
so called absolute brands recognized by such characteristics as elitism, icon,
heritage and uniqueness. As a result, we decided to evaluate the luxury
brand’s extension into a far different category from one’s of origin which also
characterized by relative accessibility in terms of price (Louis Vuitton: from
trunks to books and writing accessories; Burberry: from outerwear to
cosmetics; Tiffany&Co: from silver jewelry to fragrance). We believe this
choice of extensions will allow us to extend our sample and to reach the most

representative respondents being aware of established brands.

Furthermore, the analysis would solely focus on women, since they still
majorly compose the base of fashion luxury brands and are in control of the
major part of the global household spending (Shea, 2013).

TABLE 7. CASE STUDY: LOUIS VUITTON, BURBERRY AND
TIFFANY&CO

Luxury Brand Category of origins Existing categories of parent brand | Choice of extension

category
Louis  Vuitton | Manufacturer of trunks | Accessible product: Books and writing
(founded in | and travel accessories | Accessories (scarves, shawls, fashion | accessories (agendas
1854) jewelry, belts, sunglasses, key | and covers, writing,

holders, bag charms); Books and | books)
writing (agendas and covers, writing,
books)

Aspirational products (key
categories):

Leather goods (handbags, small
leather goods, travel cases), Ready-
to-wear, Shoes, Jewelry (fine jewelry,
watches),

Absolute luxury products: limited
collection of  leather  goods

(“celebrating monogram”),
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personalized travel cases, surplice,

high jewelry.
Burberry Manufacturer of | Accessible products: Accessories | Cosmetics
(founded in | outerwear (particularly | (eyewear, wallets, jewelry, watches,
1856) trench coats) scarves, ponchos and wraps, belts,

hats and gloves, umbrellas, home
accessories), Cosmetics, Fragrance
(My Burberry, Burberry Body, Brit
Rhythm, Brit, Classics)

Aspirational products (key
categories): Ready-to-wear
(Burberry London, Burberry Brit),
Bags, Scarves, Shoes

Absolute luxury products: haut

couture (Burberry Prorsum)

Tiffany&Co Manufacture of | Accessible products: Accessories | Fragrances
(founded in | stationery items and | (leather goods, cuff links, scarves,
1837) then silver jewelry sunglasses, key rings, writing

instruments); Fragrances
Aspirational products: watches,
high jewelry ($2000 - $27000)
Absolute luxury products:
diamond engagement rings (Tiffany
Cobblestrone)

2.3 DESIGN

In order to address the proposed research question and to test the
hypotheses derived from the literature review, a quantitative experiment has
been conducted. An online questionnaire was designed in order to measure
customer perceptions preceding and following the exposure to the information
about the horizontal brand extension, as well as the customer evaluations of
the brand extension itself (Appendix 1). Qualtrics was the online platform
used to create the survey, which offers a wide range of question formats, as
well as allows for a quick transfer of the data gathered into a SPSS database.

The use of the online version of the survey was based on the several
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advantages.

It easily reaches a large number of people, reduces the research cost and
allows respondents to answer whenever it is suitable for them. The present
study deals with purchases of “unnecessary” products, which may cause
unease on respondents. However, by using an online survey, respondents
didn’t have to face an interviewer and anonymity was guaranteed as a first
step. The method used to collect data decreased the courtesy and social
desirability bias among respondents and, consequently, increase the degree of
responses’ honesty (Kotler, 2006).

However, the on-line form of survey has a drawback since it does not
allow the inquirer to have full control over the profile of the respondents.
Nevertheless, we have tried to avoid this problem by sending a link to the
survey both via Facebook and email to each woman individually. The answers
have been aggregated and statistically analyzed, as it will be further

presented.

2.4 MEASURES AND PROCEDURES

The aim of the research was presented in the first page of the
questionnaire and anonymity was guaranteed. Respondents were initially
informed that the survey would be focusing on specific fashion luxury brands,
but the brand names were not revealed until the second part of the
questionnaire.

The first part of the questionnaire was composed of two small
questions. In order to assess to what extent respondents were familiar with
the industry, a question was asked about their interest on fashion luxury
brands. Then, a question about the three top-of mind fashion luxury brands
was asked, in order to complement the evaluation of the brand awareness

asymmetry of the brands chosen for the analysis.
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The second part of the questionnaire measured the existing or prior
customer based brand equity (CBBE) evaluations of the respondents,
concerning each of the brands (Louis Vuitton, Burberry and Tiffany&Co) and
their past purchase experiences toward each category of this brands. This part
comprised two main sections. The first was presented by a set of fifteen
statements, which dealt with the four CBBE’s dimensions, as well as the
overall evaluation of brand equity. In order to decrease the probability of
identifying the factors being analyzing by respondents, the statements were
randomly ranged. The respondents were required to rate from 1 to 7 their
level of agreement/disagreement with each statement. All measures used a
seven-point Likert-type response format, with “strongly disagree” (1) and
“strongly agree” (7) as bottom and upper limits. To increase the reliability of
the test, the scale was grounded on the scales of past studies aimed at
assessing CBBE evaluations. Furthermore, for the use of respondents who
had low awareness of any of the brands, a “N/A” option was included. The
statements used to assess CBBE were also extracted from the past CBBE
evaluation researches (Table 8), which increased the reliability of both the
questionnaire and the results. Although the studies in which they were
initially used were not addressing luxury brands, literature proves that general
dimensions of CBBE fit luxury brands. As a result, general questions that
assess CBBE can also be applied in our research.

TABLE 8: CBBE (CUSTOMER BASED BRAND EQUITY)

STATEMENTS AND REFERENCES

Statement Reference

Brand Awareness
| am familiar with the brand. (Mackay, 2001; Tong
& Hawley, 2009)
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Some characteristics of the brand come to my mind | (Tong & Hawley,
quickly. 2009)
Brand Associations
| respect and admire people who wear the brand. (Tong & Hawley,
2009)
Wearing the brand makes me feel more confident | (Hanzaee et al,,
around others. 2012);
(Hanzaee,
| consider the value for money of the brand to be fair. | Teimourpour, &

Teimourpour, 2012);

| like and trust the company the company behind the | (Mackay, 2001);
brand’s products. (Hanzaee et al.,
The brand has a very unique image, compared to | 2012);
competition. (Tong & Hawley,
| consider the brand to have expertise in producing | 2009)
and delivering its products.
(Tong & Hawley,
2009)
(Tong & Hawley,
2009)
Perceived Quality
Products from the brand offer excellent features. (Tong & Hawley,
| associate the brand name with quality. 2009) (Hanzaee et al.,
The brand has strong design and identity. 2012)

(Mackay, 2001)
(Kayaman & Arasli,
2007)
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Brand Loyalty
The brand is my first choice for luxury products of its
segment.

| would love to recommend the brand to my friends.

(Kayaman & Arasli,
2007;
Tong & Hawley,
2009)
(Kayaman & Arasli,
2007;
Tong & Hawley,
2009)

Overall Brand Equity

What the brand sells is more than a product to me.

Even if another brand has the same features, | would

prefer this one.

(Tong & Hawley,
2009)
(Hanzaee et al., 2012)
(Tong & Hawley,
2009)
(Hanzaee et al., 2012)

The second section of the second part measured whether the

respondents were customers of the brands analyzed in special product

category over the last five years. Therefore, respondents were provided with

multiple choices answer’s grid presented all product categories in which

brands were operating. Even though past purchase experiences toward each

category of these brands enhance the strength of the customer evaluations of

the different dimensions of CBBE, a respondent does not need to be an active

customer to have his own perception of a brand. Thus, assessing the existence

of past purchases is relevant, but not limitative to the study.

The third part of the questionnaire was divided in three main parts. The

first part aimed at informing respondents about a list of categories in which
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Louis Vuitton, Burberry and Tiffany&Co are operating, as well as at defining
the notion “the brand extension strategy” from business perspective.

Participants were then asked about their awareness regarding the
existence of proposed product category within the same brand line. This
question helped to measure the true impact of the “exposure” to the brand
extension evaluations, since respondents that were initially aware would be
much less likely to show any changes in their perceptions.

Finally, the third part of the third section aimed at accessing the fact of
presence one or another product category within the same brand line. For
instance, “Louis Vuitton is presented in the books and writings products”. A
set of four statements regarding the brand image fit and the product category
fit were again randomly assorted and evaluated through the same Likert scale
previously used. The statements designed and used in the questionnaire were
derived from the review of different studies investigating consumer
evaluations on brand extensions, which fundaments the basic framework of
the study (Aaker & Keller, 1990), (Broniarczyk and Alba, 1994; Park et al.,
1991; Bouch and Loken, 1991). To measure the post exposure CBBE, a
fourth part was created, in which the same statements used in the second part
were established, excepting the ones of Brand Awareness. This is because we
assume that the new information would not impact the extent to which
respondents were familiar with or could recall specific characteristics of the
brands involved. The statements were again randomly assorted and the Likert
scale remained the same. Any questions about personal information as sex,
demographics and occupation of the respondents were not included, since at

the beginning of the survey it was stated precisely whom it was addressing.
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TABLE 9: EXTENTION STATEMENTS AND REFERENCES

Statement

Reference

Brand image fit (similarity between the image of
the parent brand and its extension)
e | believe there is a good brand image fit
between parent brand and extended category.
e | believe parent brand associations fit good

extended category.

(Broniarczyk and
Alba, 1994);

(Park et al., 1991);
(Aaker & Keller,
1990)

Product category fit (similarity between the product
category of the parent brand and its extension)
e | believe there is a good product category fit
between parent brand and extended category.
o | believe the parent brand could offer a benefit

to extended category by sharing its know-how.

(Bouch and Loken,
1991)
(Aaker &  Keller,
1990)

2.5 PRETEST

In order to test the time needed to fill the questionnaire and to identify

any mistakes or difficulties a pretest was conducted. The online survey was

first distributed to 10 Russian females aged 30-35 working in marketing

spheres and being relatively interested in fashion industry. They were asked to

comment on the structure of the questionnaire and its content, as well as if

there was any notice of misspelling or ambiguity. Although no spelling errors

or misleading information were found, some comments were made on the

structure and length of the questionnaire, which led to some minor corrections
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on the format. Respondents didn’t found the questionnaire too long, taking 8

to 14 minutes to complete it.

2.6 SAMPLE

The sample used was a convenience-snowballing sample of Russian
females aged 25-40 who are somehow interested in luxury and fashion
industry. Both Facebook messages and e-mails were used to spread out the
survey link and participants were encouraged to pass the message along to
their friends. The survey was online for a period of two weeks. A total of 266
survey responses were initiated, from which only 112 were fully completed,
which was expected. The sample size achieved was considered adequate to
further perform statistical and econometrical analysis. As previously
mentioned, heterogeneity in terms of nationality, age and occupation were
desirable and expected, since the analysis does not focus on a specific
customer profile. Regarding the interest or knowledge of respondents about
fashion luxury brands, 51% of respondents presented a strong interest (““l am
curious and I like to know what is trended now”) and 22% very strong
interest in the topic (““I am very passionate about fashion brands”). Another
27% are somewhat interested in fashion brands. These results seem to be

consistent with the ideal sample profile.
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How deep is your interest or knowledge about luxury
fashion brands?

L | am somewhat interested in
fashion brands

i | am curious and | like to know
what is trended now

| am very passionate about
fashion brands

FIGURE 4: THE EXTENT OF INTEREST DEMONSTRATED
TOWARD LUXURY FASHION BRANDS
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CHAPITER 3. RESULTS OF EMPITICAL STUDY ON LUXURY
FASHION BRANDS’ EXTENTIONS

The primary data collected through the on line questionnaires was
compiled and analyzed mainly using SPSS Statistics. Exceptionally, in order
to compute Seemingly Unrelated Regressions (SUR), a functionality that
SPSS does not cover, the R software was exploited. The procedures and the

main findings will be presented in the following section.

3.1 MISSING DATA

In order to prevent the case when a respondent is not certain about his
answer, the “N/A” option was included. However, this option does not
influence at all to the measurement of the concepts analyzed. Thus, all the
assumptions for which participants replied with “N/A” were classified as

“missing data” and excluded from the analysis.

3.2 RELIABILITY ANALYSIS

The theoretical framework constructed for the present study relies
heavily on theoretical constructs and factors used in previous similar
academic researches. Given that the items reproduced in this paper were
already tested, there was no need to conduct a factor analysis. However, since
these frameworks and scales were being used in a more or less different
context, before testing our hypotheses, there was the need to make sure that
the factors proposed have internal consistency. To assess the interrelatedness
of each factor’s items, a Chronbach’s alpha analysis was conducted. The
Cronbach’s alphas analysis is exhibited in the Table 10A, 10B and led to

some interesting results.

Even though the majority of the factors for each brand can be
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considered as acceptable for further exploratory research, there is a
discrepancy on the number of accepted factors between prior and posterior
brand equity dimensions across all brands. Hair et al. (1998) defend that o =
0.6 is sufficient for exploratory research while Litfin et al. (2000) supports
that this value may decrease to 0.5 in these type of studies. Given that the
Cronbach’s Alpha is highly influenced by the number of items in a scale and
by the sample size (Cortina, 1993), the above stated factors will be considered

reliable enough to be analyzed.

Results show that Louis Vuitton presented unacceptable alphas for
Brand Awareness (o = 0,202), Brand Loyalty (a = 0,455); Burberry failed at
interrelatedness within Perceived Quality (o = 0,296) and Overall Brand
Equity (a = 0,352); for Tiffany&Co all factors are acceptable apart from
Brand Loyalty (oo = 0,474). The brand image and product category fit factors

are acceptable (o> 0,6) across all the brands.
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TABLE 10A: CRONBACH'S ALPHAS AND ITEM-TOTAL

CORRELATION
Louis Vuitton Burberry Tiffany&Co
C T C T C T
- . Aipha -y C. Alpha -y . Aipha
Brand
Awarcness
AWI . . . )
0,113 0,639 0,780 0,379 0,550
0,202
AW2 0,113 0,639 0,379
Brand
Aszpciations
A5l 0610 0,512 0,597
A52 0,339 0.368 0,354
AST 0,365 0,384 0,615
£54 0,720 0,793 0,358 0,576 0,562 0,638
AST 0,722 0,304 0,387
A5G 0,746 0,367 0,337
Percetved
Cuality
P 0,332 0,172 0,435
FQ2 0676 0,251 0.363
0,636 0,296 0,504
Pgi 0,660 0,374 0,375
Brand
Loyalty
Lot 0,295 0,391 0,311
. 0,455 0,551 0,574
Lo: 0,295 0,391 0,311
Crverall
Brand
Equity
ORET 0,459 0,213 0,853
0,629 0,352 0,921
ORE? 0459 0,213 0,853
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Post Brand
Aszociations
PASsI 0,331 0.547 0438
Fds2 0,360 0,551 0436
PAS3 0,542 0.344 0.445
P54 0,382 0,324 0,695
. 0,673 0,708 0788
FAS3 0,566 0.569 0,695
FAS6 0,301 0,470 0,521
Fost
Perceived
Cruality
PPQOI
0,301s 0.668 0,301
PPO2
0,377 0,756 0.747
PPO3 0,597 0673 0.732
0676 0,354 0,732
Post Brand
Loyalty
FLOI 0,829 0,398 0,370
0,907 0,570 0,525
FLOZ 0,829 0,398 0,370
P. {3y, Brand
Equity
FPOBE] 0,627 0,771 0,592 0,744 0,455 0,629
POBEZ 0.627 0,592 0,455

Thus, all factors with a > 0,5 of each brand had sufficient internal
reliability, so that the items chosen for each factor were indeed measuring the
same underlying dimension. On the contrary, the factors for which a < 0,5
could not be considered as reliable, since the items used are not likely to be
measuring the same factors and, therefore, were excluded from further

analysis. As a result, there is none brand that could be fully explored.
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Comparisons across brands will still be made between factors that were found

to be commonly reliable to the brands being compared.

In addition, a correlation analysis was also conducted between each
item and the sum of the items for the same factor. The Pearson correlation
between each item and the sum of the items that composed the factor (Item-
Total Correlation) shows that the majority of the items present correlation
coefficients fixedly over 0,3, which is the typical minimum required. The only
exceptions were the items for those factors, which were initially considered as

unreliable with o < 0,5.

TABLE 10B: CRONBACH'S ALPHAS AND ITEM-TOTAL
CORRELATION

Louis Vuitton & book | Burberry & cosmetics Tiffany&Co &
and writings fragrance

C.I-T C.Alpha | C.I-T C.Alpha |C.I-T C. Alpha
Corr Corr Corr

Brand

image fit

BF1 0,877 0,935 0,842 0,914 0,649 0,787

BF2 0,877 0,842 0,649

Product

category

fit

PF1 0,749 0,856 0,655 0,792 0,696 0,851

PF2 0,749 0,655 0,696

Overall

brand

extension

evaluation

EBE 0,801 0,951 0,733 0,855 0,696 0,833

3.3 DESCRIPTIVE STATISTICS

In order to avoid the possibility, that the comparison of just two brands may

be affected by the levels of awareness of these particular brands, the third
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brand was added in current study. Thus, Louis Vuitton, Burberry and
Tiffany&Co were not only chosen because they present top valued global
brands with different brand extensions strategies, but because of their brand
familiarity asymmetry. While Louis Vuitton was expected to record higher
brand familiarity than the other two brands, Burberry and Tiffany&Co were
expected to present similar but lower levels. Results showed that for the
assumption “I am familiar with the brand” presenting first item of the factor
brand familiarity, the average of Louis Vuitton was of 6,32 (out of 7), the
average brand familiarity of Burberry and Tiffany&Co was of 5,69 and 5,84,
respectively, which confirms the initial expectations. Second item “Some
characteristics of the brand come to my mind quickly” under the factor of
brand familiarity, demonstrated the average of 5,88 (out of 7) for Louis
Vuitton, whereas the average brand familiarity of Burberry and Tiffany&Co
was of 5,28 and 5,30, respectively, which slightly confirms the initial
expectations. It is necessary to mention that, since brand awareness was not
considered a reliable factor for Louis Vuitton, this analysis had been done on
the separate items of this dimension and not the whole factor. The result also
highlighting the asymmetry in awareness level between brands is that 67% of
respondents strongly agree (point 7 in the scale) with the fact they familiar
with the brand, whereas just 19% of them consider Burberry and 25%

Tiffany&Co highly familiar.

Regarding the top of mind brands recalled by respondents, the most
represented are Louis Vuitton (93 out of 112), Chanel (101 out of 112), Dior
(81 out of 112) and Cartier (52 out of 112). Few respondents mentioned
Burberry (7 out of 112) and just 2 of participants recalled Tiffany&Co.

Table 12 and Figure 5 show the number of respondents that have

purchased at least once an item from the specific category of the brand. The
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analysis of these past customer’s purchasing experiences demonstrates
heterogeneity across the categories highlighting the fact that each brand has
its specific dominant category in the product line. While approximately 42%
of the respondents has already purchased a Burberry item from apparel
category and 55% from accessories, only 5,6% women had purchased a Louis
Vuitton apparel item and 45 % a Louis Vuitton accessory and even lower
percentage (11,8%) of respondents were customers of Tiffany&Co in
accessories category. On the other hand, leather goods category is more
presented by Louis Vuitton customers’ purchases (40%) compared to only
21% of those of Burberry and none of Tiffany&Co. Regarding Tiffany&Co
sales, 31% of our female participants bought at least once an item from its
category of origin, comparing to Burberry’s and Louis Vuitton’s high jewelry,
that were not purchased by anyone. Overall, there is a slight trend of
dominant Burberry’s customers purchase experience. Even though, this is not
entirely proves the initial brand awareness expectations, it shows interesting

information for further discussion.

TABLE 11: NUMBER OF PURCHASED (AT LEAST ONCE) ITEMS
PER CATEGORY

Louis Vuitton | Burberry Tiffany&Co
Womenswear 6 46 Not Exist
Leather goods (handbags, 44 24 None
small leather goods,
travel cases, etc...)
Shoes 9 25 Not Exist
Fragrance Not Exist 15 3
High Jewelry & Watches None None 34
Accessories (scarves, 43 54 12
shawls, fashion jewelry,
belts, sunglasses, hey
holders, bag charms)
Cosmetics Not Exist 11 Not Exist

64




Books and writing 2 Not Exist 1
(agendas and covers,
writing, books)

Have you ever purchase an item from listed
categories of any of the following brands?
i Louis Vuitton & Burberry Tiffany&Co
54
46 44 43
34
24 25
P 9 15 12 11
3 201
0 0 0 0 00 0o 0
oo BN oo o | N
> I P & & o & g
o § > & SR & & &
& & o & & & S
& N s o W &
Q N ‘2;\% R
%0

FIGURE 5: NUMBER OF PURCHASED (AT LEAST ONCE) ITEMS
PER CATEGORY

Regarding the awareness about the brand extensions, results showed
(Table 11) that 20% of respondents were aware of Louis Vuitton presence in
books and writing category, 38% were aware of the Burberry’s extension in
the cosmetics and only 15% were aware of the fragrances in the Tiffany&Co
product line. Therefore, from the results, it is possible to conclude that the
majority of respondents were unaware of the horizontal integration of the
brands, which indicates that the “new information” treatment could, in fact, be

analyzed within the sample gathered.

The prediction that existing categories were perceived rather positively
IS maintained by the figures (Table 11) exhibiting that 50% of participants
would purchase for themself or as a gift Louis Vuitton’s books and writing

products, 44% would buy Burberry’s cosmetics and 30% of the sample - the
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fragrances by Tiffany&Co. It’s also worth mentioning here that regarding
previous customer purchase experiences of the studied categories only 3
respondents have already purchased at least once a fragrance by Tiffany&Co,
2 respondents — an item by Louis Vuitton from books or writing category and
11 women bought an item from cosmetic line of Burberry. This discrepancy
between the intention to purchase and real buying behavior of the respondents
underline the fact of the poor awareness of these categories before filling the

questionnaire.

TABLE 12: AWARENESS OF EXTENSIONS AND INTENTION TO
PURCHASE OF EXTENDED CATEGORIES

| was aware | was not aware | | would like to

purchase it for me
or as a gift

Louis Vuitton has 23 (20%) 89 (80%) 55 (50%)

books and writing

products

Burberry has 43 (38%) 69 (62%) 49 (44%)

cosmetics

Tiffany&Co has 17 (15%) 86 (85%) 33 (30%)

fragrances

From the analysis of Table 13, it is possible to comment generally
about the variables included in the theoretical framework and how they vary
across brands. At first, all variables demonstrate both a mean and a median
higher than 4 (“Neither Agree or Disagree”) that highlights that the

evaluations were rather positive.

Looking more closely into the brands involved, Burberry showed the
strongest brand associations among the three brands both in prior and post
CBBE evaluations (AS_BR and PAS_BR). Louis Vuitton and Tiffany&Co
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take second place in prior CBBE evaluations (AS_LV) and in post CBBE
evaluations, respectively (PAS_TF). Burberry also dominated in post-
perceived quality (PPQ_BR), post evaluations of brand loyalty (PLO_BR)
and overall brand equity (POBE_BR), whereas Louis Vuitton is a champion
in perceived quality before the introduction of the new information (PQ_LV)
and overall brand equity (OBE_LV). Tiffany&Co, on the other hand, was not
superior in any of the dimensions analyzed. Regarding the evolution between
prior and posterior brand evaluations, results show that there are as positive
evaluations as well as negative ones. For example, the evaluation of brand
associations (-0,201), perceived quality (-0,209) and overall brand equity (-
1,301) in Louis Vuitton is negative, where as brand associations (0,044),
perceived quality (0,277) valuations in Tiffany&Co is positive. This suggests
that both H3A and H3B may be supported throughout the analysis.

Given the theoretical framework proposed, it is also relevant to
compare the size of each evolution among brands. For the purpose of
comparing the brands, the main focus of analysis was concentrated on the
mean difference values of Table 4. In general, Burberry and Tiffany&Co
generally present larger evaluations’ differences (%) than Louis Vuitton,
while being more or less similar among one another. Only remarkable and
record exception is presented by the negative mean differences of the Louis
Vuitton’s overall brand equity valuation (-0,249). Starting with brand
associations, while both Louis Vuitton and Burberry presented significant
negative evolutions, the impact of the evolution was bigger for Burberry
(+5,57%), than for Louis Vuitton (-3,5%). Regarding perceived quality, while
Louis Vuitton presented significant negative changes (-3,2%), the size of the
evolution was higher and positive for Tiffany&Co (+4,5%). Once again, we

observe that the brands with the lowest brand familiarity score, Tiffany&Co
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and Burberry, had a larger change than Louis Vuitton presenting brand with
the highest familiarity score. All of the previously stated results support both
H3A and H3B.

Lastly, when comparing the brand extension evaluations composed of
two factors (brand image fit and product category fit), the extension with the
highest mean and median was Burberry extension’s in cosmetic category
(Me=6,041; Md=6,25), followed by Louis Vuitton’s extension in the writings
(Me=5,85; Md=5,875) and Tiffany’s extension in fragrances (Me=5,435;
Md=5,500). As it has been previously seen Burberry is the most purchased
brand (Table 11) and Burberry’s extension in cosmetics is the most familiar
(Table 11) among other extensions analyzed. This means that participants
were usually more receptive to the extensions that involved the highest joint
score of brand extension’s “awareness” i.e., participants would give higher

scores to the extension they have either purchased or known.

TABLE 13: VARIABLES DESCRIPTIVE STATISTICS

Variable Mean Median | St. Dev. | Mean Mean
Diff. Diff.
(%)

Louis AS_LV 5,741 5,833 0,987
Vuitton PQ_LV 6,685 6,678 0,880
OBE_LV |6,538 5,000 1,155
PAS_LV |5,540 5,500 0,904 -0,201 | -0,035
PPQ_LV |6,476 6,888 0,938 -0,209 | -0,032
PLO_LV |5,099 5,000 1,413
POBE_LV | 5,237 6,750 1,202 -1,301 | -0,249

Burberry |AW BR | 6,482 |6,500 | 0,981
AS BR |6,131 6,333 |0,746
LO BR |4,965 [4,965 |1,708
PAS BR |5865 |5670 |0872 |[-0,275 |-0,045
PPQ BR |6,735 |7,000 |0,853
PLO BR |5250 |5500 |1,694 |0,285 |0,057
POBE BR|6,536 | 6,750 | 1,202
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Tiffany&Co | AW_TF 6,101 6,000 1,233
AS_TF 5,557 5,583 1,025
PQ_TF 6,125 6,333 0,950
LO_TF 4,839 5,000 0,855
OBE_TF | 5,884 6,000 1,750
PAS_TF | 5,701 5,750 1,191 0,124 0,022
PPQ_TF | 6,402 6,500 0,973 0,277 0,045
PLO_TF |5,144 4,750 1,483 0,305 0,063
POBE_TF | 5,357 5,500 1,516 -0,509 | -0,087

Evaluation |BF LV 6,000 6,000 1,367
of extension | PF_LV 5,701 6,000 1,546
BF BR 6,250 6,500 1,344
PF _BR 5,830 6,500 1,565
BF TF 5,469 5,500 1,532
PF TF 5,406 5,750 1,649
EBE LV |5,85 5,875 1,344
EBE BR |6,041 6,25 1,565
EBE TF |5,435 5,500 1,532

The analysis of the correlation matrix of each brand (Table 14)
provides us with the information of the direction of the relation between the
several factors. Across the matrices, it is clear that not only correlations are
positively significant among the different brand equity dimensions prior to
and post exposure, but there is also a positive and significant correlation
between the dimensions of prior and post situations, which suggests the
confirmation of the hypotheses proposed. The only exception to the positive
correlation trend is the correlation between the factors referring to the
evaluations of brand extension and the several dimensions of brand equity in
the two moments analyzed. From one side, the variables measuring the
evaluations of the extensions showed mixed results across dimensions of
brand equity. While some of the pairings were positively and significantly
related to most prior and posterior brand equity dimensions (e.g., EBE_TF),

others have positive but mostly not significant correlations (e.g., EBE_BR).
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These results, although not harmonious, are in line with the uncertainty

present in the hypothesis formulation section.

In order to better understand the relations between the different

variables and how those relations are affected by brand awareness asymmetry,

both regressions and median difference analysis were conducted.

TABLE 14: CORRELATION MATRICES

AS LV |PQ L |OBE_|PAS_ |PPQ_ |PLO_ |POBE |EBE_
V LV LV LV LV LV LV
AS LV |1
PQ LV |,603** |1
OBE_L |,503** | 455* |1
V
PAS L |,355** | ,688** | ,453** |1
V
PPQ L |,623* |,613** | 523** | 453* |1
V
PLO L |,608* |, 548** | 631** |,684* |,603** |1
V
POBE_ | ,313* |,266** | ,707** | 555* | 663** | 555** |1
LV
EBE L |,503** | ,101 ,133 A463** | 603* | ,644** | 345 1
V
**_Correlation is significant at the 0.01 level (2-tailed).
AW B |[ASBR|LO B |PAS |PPQ_|PLO_ |POBE |EBE_
R R BR BR BR _BR BR
AW B |1
R
AS BR |,666** |1
LO BR | ,556** | 444** |1
PAS B |,701** | 501** | 0,403* |1
R *
PPQ B | 0,455* | 0,688* | 0,473* | 0,801* |1
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R * *
PLO_B | 0,603* | 0,623* | 0,699* | 0,756* | 0,203* | 1
R * * * *
POBE_ | 0,555* | 0,432* | 0,856* | 0,655* | 0,543* | 0,501* |1
BR * * * * * *
EBE B | 0,333* 0,089 |0,062 |0,294* |-103 |0,303 |-001 |1
R *
**_Correlation is significant at the 0.01 level (2-tailed).
AW_ |AS_ |PQ_ |OBE_|PAS_|PPQ_|PLO_|POB |EBE_
TF TF TF TF TF TF TF ETF | TF
AW TF |1
AS TF |,560* |1
*
PQ _TF | ,486* | ,754* |1
* *
OBE_T |,420* | ,678* |,755* |1
F * * *
PAS T |,453* |,673* |,701* | ,498* |1
F * * * *
PPQ T | ,416* | ,678* | ,633* |,442* | ,403* |1
F * * * * *
PLO_T |,331* |,643* |,608* |,544* | ,403* | ,363* |1
F * * * * * *
POBE_ |,313* |,603* | ,605* | ,503* | ,555* |,6344* | ,333* |1
TF * * * * * * *
EBE T |,077 |,256* |0,278 |,566* |,277* | ,603 |,277* |,703* |1
F * * * * *

**_Correlation is significant at the 0.01 level (2-tailed).

3.4 NORMALITY TESTS

Since the majority of the tests performed include assumptions about the

normality of the sample distribution, normality tests were conducted. The

Shapiro-Wilk test has been used to assess the normality of all the variables

included in the research. The results stated that, for all three brands, all

variables did not show a normal distribution (95% confidence) (Appendix 3),
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which had further implications on the type of regressions and statistics tests

used.

3.5 MEDIATION ANALYSIS

According to the established theoretical model in present study, it was
not only intended to demonstrate that the horizontal brand extension of the
brands affect post CBBE evaluations (H3), but also that prior CBBE
evaluations would have a direct relation to post CBBE evaluations (H2) and
that prior CBBE dimensions would also have an impact on the evaluations of
the brand extension (H4A).

From the several connections between the variables analyzed, it
becomes relevant to estimate whether a mediation model can be used to
simultaneously evaluate the three relations proposed. Mediation models are
used to estimate the relationship between a dependent variable (outcome
variable), an independent variable (causal variable) and a mediator variable
that might influence the relationship between them (Baron & Kenny, 1986).
Thus, the mediator is implemented to “clarify the nature of the relationship

between the independent and dependent variables” (Baron & Kenny, 1986).
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EVALUATION OF

BRAND EXTENSION
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(Causal variable) (Outcome variable)

FIGURE 6: MEDIATION

According to Baron & Kenny (1986) the mediation affect may take

place once four conditions are satisfied:

1. The causal variable is correlated with the outcome (path c).
This implies that there is an effect that can be mediated and would be
investigated through a regression in which the causal variable was a
predictor of the outcome.

2. The causal variable is correlated with the mediator (path a).
This would be estimated with the mediator as an outcome variable.

3. The mediator affects the outcome variable (path b).
This would be estimated through a regression in which both the causal
variable and the mediator would be predictors of the outcome variable.

4. If there is complete mediation, the effect of the causal variable on the
outcome through the mediator (path c’) should be reduced to zero.

The same equation would be used to estimate (3.) and (4.).
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Once all these conditions were met, complete mediation would be

presented. However, if step (4.) were not captured, only partial mediation

would be enacted. In order to evaluate the total effect of mediation (c=c’+ab),

which includes both the direct (¢”) and indirect (ab) affects, a non-parametric

Preacher & Hayes’ bootstrap method was used (Table 7), with 5000

resamples. This method is referred to as the best measure of the amount of

mediation or the “true effect” (Kenny, 2014).

TABLE 15: PREACHER AND HAYES’ MEDIATION OUTPUT

Coefficient

Stand.Error

t-statistics

p-value

IV To
Mediators (a
paths)
EBE TF

0,2084

0,0764

2,12177

0,0074

Direct Effects
of Mediators
on DV (b
paths)
EBE_TF

0,0504

0,0672

0,7498

0,4550

Total Effect
of IV on DV
(c path)
OBE_TF

0,8484

0,0545

15,5883

0,0000

Direct Effect
of IV on DV
(c’path)
OBE_TF

0,8389

0,0564

14,8835

0,000

DV =POBE_TF; IV = OBE_TF; MEDS = EBE_TF; Sample size: 112

Model Summary for DV Model

R-squared

Adj. R-sq.

F dfll

dfl2

p-value

0,6842

0,6785

121,3080

2,0000

112,0000

0,0000
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Bootstrap Results for Indirect Effects

Indirect Effects of 1V on DV through Proposed Mediators (ab paths)

Data Boot Bias SE
Total 0,0105 0,0109 0,0004 0,0147
EBE_TF 0,0105 0,0109 0,0004 0,0147

Bias Corrected Confidence Intervals

Lower Upper
Total -0,0110 0,0110
EBE_TF 10,0511 0,0511

Level of Confidence for Confidence Intervals: 95% ; Number of Bootstrap
Resamples: 5000

Considering the essential conditions for mediation and the outcomes of
the descriptive statistic, only Tiffany&Co brand could be considered a valid
candidate to test for mediation. Since OBE was not a reliable factor for
Burberry and the second condition was not met in case of Louis Vuitton,
mediation model could not be estimated, neither could be tested the single
relation between prior CBBE and the evaluations of brand extensions
involving the brands. In the case of Tiffany&Co, the causal variable
(OBE_TF) is correlated with the outcome (POBE_TF) and also with the
mediator (EBE_TF). Results of regression analysis (Table 15) showed that the
relation between the outcome (POBE_TF) and the causal variable (OBE_TF)
was indeed significant and positive (f = 0,8484, t = 15,5883), as was the
relationship between the causal variable (OBE_TF) and the mediator
(EBE_TF) (B =0,2084, t = 2,7277). However, the proposed mediator did not
have a significant effect on dependent variable (POBE) (8 = 0,0504, t =

0,7498), which means that mediation was not established, even though the
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coefficient of path ¢’ was slightly smaller than the one of path c.

Furthermore, the indirect mediation effect appeared to be also not
significant, which reassure the direct effect outcome. These results give proof
that both H2 and H4A could be supported, while H3 would be rejected.

3.6 SEEMINGLY UNRELATED REGRESSIONS

After analyzing the dynamics between prior and posterior CBBE
evaluations, the next step of the research would be test the relationship
between the dimensions of brand equity and its overall evaluation. In order to
study the extent of explanatory power of the brand extension variables
(EBE_TF) apart of the mediation analysis, they were also inserted in the
regression preventing post exposure evaluations. Thus, the regressions would
not only predict whether the dimensions of brand equity used would
significantly explain overall CBBE for both moments, but also weather the
brand extension strategy would be an explanatory variable of post CBBE.

Following regressions were designed:

OBEi = a+ A1 AWi + f2ASi + 43 PQi + A4 LOi + eil
POBEi = p+ y1 AWi + y2PASi + y3 PPQi + y4PLOi + y5EBEIj + €i2

In OLS regressions (even though they are different and refer to distinct
linear regressions), its dependent variables share a “conceptual relationship”
among them, since they both come from the evaluations of the same brands
on the same sample. Meanwhile, there is also the possibility that both
regressions can be related through the correlation of their error terms. If the
correlation of the error terms takes place, there is an endogeinety and that
more efficient estimators will be obtained if they are jointly counted, using a
Seemingly Unrelated Regressions model (SUR) (Zellner, 1962). Regarding

the issue of non-normality, the estimators and errors obtained through the
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SUR model are not significantly affected by the non-normality of the
distributions, in case the presence of a fairly large sample, which encourages

the use of this model in this study.

As it has been said, Tiffany&Co was the only brand that could be
reliably analyzed, since the other two brands, Louis Vuitton and Burberry,
had dimensions of prior CBBE evaluations with Cronbach’s alphas lower
than 0,5 that does not allow these brands being included in the SUR
estimation. However, in order to compare brands a single linear regression

was also implemented.

The estimation of the SUR model (with R software) demonstrated that
there was a significant correlation between the two errors (McElroy’s R2 of
0,768). This is to prove that the regressions should be jointly estimated (Table
16). Looking at the estimators obtained, results support that only brand
awareness (AW _TF) (8 = 0,211, p = 0,002) and brand associations (AS_TF)
(B = 0,789, p = 0,000) could significantly describe prior overall brand equity
(OBE_TF). Concerning the post exposure regression, brand awareness
(AW_TF) (B = 0,115, p = 0,026), post brand associations (PAS_TF) (B =
0,549, p = 0,000), brand loyalty (PLO_TF) (8 = 0,412, p = 0,000) and the
horizontal brand extension evaluation (EBE_TF) presented again significantly
independent variables (g = —0,152, p = 0,001). This result is in line with the

outcome obtained with separate OLS estimations (Appendix 4 and 5).

TABLE 16: SUR OUTPUT

System | N df ssR | DR | oLspa | MOETOY
Fit 112 | 109 | 123,198 | 0,290 | 0,797 | 0,768
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N df SSR MSE | RMSE R2 Adj. R2

Eqg. 1 98 96 72,459 | 0,659 | 0,812 | 0,755 | 0,751
Eq. 2 98 95 50,739 | 0,470 | 0,685 | 0,836 | 0,830
OBE_TF | coefficient | 29 | tvalue | P

Error value
(Intercept) 0,184 0,265 | 0,695 | 0,489
AW_TF 0,211 0,067 | 3,175 | 0,002 *x
AS TF 0,789 0,086 | 9,191 | 0,000 | ***
POBE_TF Coef. Std. t-value | p-value

Error
(Intercept) | 0,175 | 0,284 | 0,614 | 0,540
AW _TF 0,115 | 0,051 | 2,263 | 0,026 *
PAS TF | 0,549 | 0,103 | 5,366 | 0,000 il
PLO TF | 0,412 | 0,087 | 4,496 | 0,000 il
EBE TF | -0,152 | 0,041 | -3,480 | 0,001 el

In order to verify the similarity of the coefficients collected through

OLS and SUR estimations, the Likelihood Ratio Test was implemented

(Table 14 and Appendix 5). As it can be noted, the coefficients of both models
with (Chisq = 0,7129; p = 0,7002) or without (Chisq = 0,5053; p = 0,7768)

the intercept variable were not significantly different which implies that the

OLS coefficients may also be considered acceptable.

TABLE 17: LIKELYHOOD RATIO TEST

Model Df LogLik Df Chisq Pr(>Chisq)
1 5 -246,94
2 7 -246,59 2 0,7129 0,7002

As a result, it can ne concluded that, such dimensions of brand equity

as brand awareness and brand associations better explain the overall brand
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equity evaluations in prior and post moments, while brand loyalty is only
significant when explaining post CBBE. Despite not all dimensions were
significant, this analysis still allow to support H1, since once significant, the

relations are positive.

Furthermore, results show that variable related to the evaluation of the
horizontal brand extension (EBE_TF) is significantly explaining post CBBE.
However, this impact is negative which implies that the post overall brand
equity evaluations of Tiffany&Co are negatively influenced by the Tiffany’s
extension in the fragrance category. Therefore, it is possible to claim that

brand extensions impact negatively brand equity evaluations what rejects H3.

Following the logic of the analysis, the second regression was
computed for the two other brands. As it can be observed in table 18 and 19,
both brands Louis Vuitton and Burberry demonstrated some similar trends as
in case of Tiffany&Co: both post brand associations (PAS) (8 = 0,587, p =
0,000; g = 0,582, p = 0,000) and post brand loyalty (PLO) (8 = 0,420, p =
0,000; g = 0,460, p = 0,000) significantly explained post overall brand equity
(POBE). However, brand awareness (AW) was not significant in the case of
Burberry (8 = —0,068, p = 0,228) and had been excluded from the analysis of

Louis Vuitton dimensions.

According to the theoretical assumption (Aaker, 1996; Washburn &
Plank, 2002) brand associations precede brand loyalty. This idea is supported
in the present study since brand associations had a larger explanatory power
than brand loyalty in explaining post overall brand equity for all three brands.
Concerning the effect of the brand extensions, it had not a significant impact

for none of the brands, which further support the rejection of H3.

Finally, it is worth mentioning that all regressions showed overall
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significance (F statistics; p < 0,05) and had good estimates of the R squared
(R2 > 0,640) which matches the necessary conditions to the validation of the
models being used (Lomax & Hahs-Vaughn, 2007; Steel & Torrie, 1960).
Then, two important criteria for evaluating the quality of the regressions
collinearity and homoscedasticity were also checked for all four regressions.
For example, constant variance is one of the mandatory conditions to attain
best linear unbiased estimators (BLUE) (Gauss-Markov Theory). However, as
the Durbin-Watson test is applicable only to time series data, another
mandatory condition as autocorrelation of the errors was not verified. All
variable have met the condition of collinearity since they presented VIF
values not exceeding 5. Homoscedasticity was evaluated via the computation
of a linear “fit” model to the residuals. This condition can be verified from
linear “fits” that are horizontal and aligned with the value 0. In present study,
the homoscedasticity is satisfied since all four regressions present errors with

constant variance.

TABLE 18: LOUIS VUITTON REGRESSION OUTPUT

Unstandardized | Standardized Collinearity
Model Coef. Coef. ¢ Sig. Statistics
B Std. Beta Tolerance | VIF
Error

(Constant) | ,331 ,500 ,663 | ,509

PAS LV | 587 | 123 -’%%11 4,785|.000| 364 | 2745
PPQ LV | -,002 ,105 ’437 -,016 | ,987 ,592 1,688
PLO LV ,420 ,080 ’019 5,246 | ,000 ,446 2,243
EBE LV ,020 ,078 ’ ,256 |,799 ,549 1,820
Adjusted R | Std. Error of
Model R R Square Square the Estimate
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1 | 802a | 644 | 628 | 93528 |

Model SSum of df Mean Square F Sig.
quares
Regression 181,602 4 36.320
Residual 100,596 95 8’75 41,521 | ,000b
Total 282,198 99 ’

a. Dependent Variable: POBE_LV b. Predictors: (Constant), EBE_LV,
PLO LV, PPQ LV,PAS LV

TABLE 19: BURBERRY REGRESSION OUTPUT

Unstandardized | Standardized Collinearity
Model Coef. Coef. ¢ Sig. Statistics
B Std. Beta Toleranc VIE
Error e
53
4
623 122

(Constan ,245 ,394

1) -,068 | ,056 -,072 1 2'13 ,00 778 1,285
AW _BR ,582 ,129 -,461 4’525 0 ,262 3,822
PAS BR ,068 ,104 ,055 ’657 51 ,386 2,593
PPQ BR | ,460 ,090 ,456 5 085 3 ,337 2,970
PLO BR | -,009 ,067 -,009 _’139 ,00 ,612 1,635
EBE BR ’ 0

,89
0
Adjusted R | Std. Error of
Model R R Square Square the Estimate
1 ,841a ,707 ,691 84737

Model R df Mean Square F Sig.
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Regression
Residual
Total

187,373
77,548
264,922

5
93
96

31,229
,718

43,492 | ,000b

a. Dependent Variable: POBE_BR b. Predictors: (Constant), EBE_BR,

AW _BR, PLO BR, PPQ BR, PAS BR

3.7 RESULTS SUMMARY

Hypothesis Test Results
H1: Brand awareness, brand associations, perceived | Supported
quality and brand loyalty are positively related to the | COrrélations were
_ positive and
overall brand equity of luxury brands. significant for all
brands.
H2: Prior CBBE (before brand extension) is positively | Supported
related to post exposure (after brand extension) CBBE | (d =0,8494, L1 =
towards the same brand. 0,0000)

H2a: For lower (higher) levels of brand awareness, the
effect of the prior CBBE on the post-extension one will

be smaller (larger).

Not tested due to the
lack of reliability of
some factors.

H3: Customer evaluations of the brand extensions are

positively related to post exposure customer-based brand

equity.

Not Supported

H3a: For lower (higher) levels of brand awareness, the
effect of the brand extension on post CBBE (after

extension exposure) will be larger (smaller).

Supported

Mean differences
were larger for
brands with lower
brand awareness

H3b: for lower (higher) levels of brand awareness, the
effect of the brand extension on post CBBE (after

extension exposure) will be smaller (higher).

Supported

The median
difference of brand
associations and
overall brand equity
were larger for Louis
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Vuitton, but not for

Tiffany&Co
H4a: prior CBBE (before extension exposure) is | Supported
positively related to customer evaluations of the brand | (. = 0,2084, L =
extension. 0,0074)
H4b: prior CBBE (before extension exposure) is | Not Supported

negatively related to customer evaluations of the brand

extension.
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CHAPITER 4. RESULTS DISCUSSION OF THE EMPIRICAL STUDY
ON CUSTOMERS’ BRAND EXTENSION PERCEPTION:
THEORETICAL AND PRACTICAL IMPLEMENTATION

4.1. RESULTS DISCUSSION

After profound analysis of the data collected from the survey, it can be
stated weather the proposed hypotheses within the theoretical model were
supported or not. The results summary demonstrates that the majority of the
hypotheses could only be partially supported, taking into account the fact that
the completed analyses could only be conducted for one brand. At the same
time, there are some hypothesis for which an analysis could not even be
performed because of the lack of reliability of some factors analyzed.
However, there are cases in which all brands provide evidence to support the
hypotheses. Nevertheless, it is interesting to draw the parallel between
findings and what was overviewed in the literature review, and try to develop
some explanatory reasons for the cases in which results were not in line with

past conclusions.

Firstly, in accordance with the anticipated positive relation between
brand equity dimensions and overall brand equity, the correlation analysis
demonstrated significant results to support the hypothesis. Nevertheless, when
taking into consideration the outcomes of the regression analysis, it was
demonstrated that for all brands, only some dimensions were significantly
justifying the evaluations of overall brand equity. Despite the explanatory
capability of regression estimators is stronger than correlation, the fact is that
some dimensions may only have explanatory power once they are fully
presented in the minds of the consumers, which gives a chance to the idea that
connection still persists between those dimensions and the overall evaluation.

As a matter of fact, according to the previous studies in which some of these
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dimensions were also not significant (e.g., Tong & Hawley, 2009), such result
could derive from the specificity of the industry, the sample, or the fact that
other brand equity dimensions could be a better fit. Last but foremost, all
dimensions, which demonstrated significant outcome, also presented positive

coefficients. This highlights there was enough evidence to support H1.

The relation between prior and post overall brand equity measurements
(H2) could only be examined for Tiffany&Co, due to the lack of reliability of
the factors assessing prior overall brand equity in the case of Burberry and
Louis Vuitton. Additionally, since the introduction of the new information
concerning the horizontal brand extension of the brands studied was intended
to influence the relation between prior and post CBBE constructs, its
significance was tested in the context of a mediation model. Despite the
mediation analysis could only be conducted for the Tiffany’s extension in the
fragrance category (EBE_TF), prior overall brand equity evaluations were
estimated to be a significant predictor of post overall evaluations, which
supports findings of Park et al., (1991), even though this study aimed
attention only at brand attitudes and not the complete valuation of customer-
base brand equity. Looking at Burberry’s and Louis Vuitton’s statistical
outcomes, although the direction of relation could not be identified,
correlation coefficients demonstrate that there is positive significant
correlation between all the dimensions of brand equity across and within both
moments. Taking into consideration that dimensions are positively related
among each other and towards the overall construct, it can be concluded that a
positive relation is also anticipated from the overall evaluation of brand equity

between prior and post cases.

Since Tiffany&Co was the only brand for which estimator coefficients

were attained from prior and posterior situations of the research, no
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comparison could be drawn and so, H2A could not be further investigated.
Even though mediation estimations show the existence of significant changes
within the variables between moments, the impact of prior on post brand
equity dimensions could not be detached from the global effect. Therefore,

the results are not predictable enough to conclude about H2A.

The non-reliability of some factors evaluating brand equity dimensions
IS probably coming either from the reduced number of items used or the size
of the sample. As it was noticed, the items used were borrowed from past
research papers on the topic of brand equity, and thus their validation had

already been proven.

Some contradictions were met concerning the relation between the
evaluations of the brand extensions and the post evaluations of brand equity
(H3). The correlation analysis provided us with the fact that there were both
cases of positive and negative (although not significant) correlations between
the brands extension variables (brand image and product category fit) and the
post brand equity dimensions. Besides, the descriptive analysis highlighted
that the evaluations of the brand extensions were rather positive, since all of
them exhibited means and s above 4 (“Neither Agree or Disagree”).
Furthermore, the assessment of the seemingly unrelated regressions model
demonstrated that there was a significant negative relation between the
evaluation of the Tiffany’s brand extension in the fragrance category
(EBE_TF) and the post overall brand equity valuation of this brand
(POBE_TF). This finding was again corroborated by the mean difference

comparison between prior and post overall brand equity of Tiffany&Co.

This outcome can be considered inconsistent because a negative

relation would only be produced from negative brand extensions evaluations
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(Loken & John, 1993). Nevertheless, taking into account the characteristics of
luxury brands such as high dependence on symbolic value (ljaouane &
Kapferer, 2012), it is not surprising that even if the average respondent can
notice possible benefiting affect of parent brand’s extension in the new
product category, that will still indicate negative impact on the individual
evaluations of the parent brands, being perceived as less “unique” (Ijaouane &
Kapferer, 2012). This conclusion can be supported by the case of Louis
Vuitton, where few highly significant negative changes was registered
between prior and post brand associations (-3,5%), prior and post perceived
quality (-3,2%) and prior and post overall brand equity (-24,9%). Finally, the
estimation of regressions for Burberry and Louis Vuitton were not significant
for the variables related to brand extension evaluations as predictors of post

overall brand equity, which further corroborates the exclusion of H3.

Both hypotheses, H3A and H3B, being established on the same relation
but with opposite directions, were supported in present study. While in the
case of H3A, stating that the impact of the brand extension strategy would be
larger for lower levels of brand awareness was maintained by the comparison
of mean differences of brand equity dimensions across brands, the only
evidence in favor of H3B was provided once with brand associations’ and
overall brand equity’s indicators of Louis Vuitton and Tiffany&Co’s. The
median difference of brand associations and overall brand equity in both
moments for Tiffany&Co was significantly lower then in the case of Louis
Vuitton. These results are in line with findings of ljaouane and Kapferer
(2012), which underline the fact, that the brand extensions strategy in the
luxury industry may influence brands with high or low brand awareness, both

positively and negatively.

The implementation of the conclusions derived from the mean
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difference analysis in this context may be questionable, since the regression
analysis did not show a significant relationship between the brand extension
indicators and post overall brand equity evaluations, except for one single
case (EBE_TF), and that the mean difference analysis does not prove that the
change was engendered by the introduction of the new information. However,
it can be stated that change in perceptions could only be caused by the
introduction of the new information and since nothing else was presented in
the questionnaire and that there were probably no environmental changes
influencing respondents while filling the survey form. Thus, the non-
significance of the associated variable may be the result of the choice of items
or the size of the sample. Moreover, since the majority of participants were
not loyal customers of the brands proposed, CBBE was not as strong as it
could be (Keller, 1993).

H4A and H4B were again made opposite predictions on the same
relation. While H4A suggested that prior CBBE dimensions would be
positively related to the evaluations of the brand extensions, H4B grounded
on the high sensitivity of luxury brands perception due to its symbolic
meaning for the customers (ljaouane & Kapferer, 2012). Evidence was found
to support only former hypothesis, according to the results of the mediation
analysis for Tiffany&Co. Moreover, regarding the correlations among each
brand, it is observable that when correlation between prior CBBE constructs
Is significant, it is also positive, which further supports H4A and indicates
that previous perceptions have a positive relation with the evaluation of brand

extension in the new product category.

Finally, once again, the whole integrated verification of all established
hypotheses was not possible due to the lack of reliability of the factors

involved. As it was mentioned before, the lack of reliability might come from
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the reduced number of items and the sample size.

4.2 MANAGERIAL IMPLICATIONS AND RECOMENDATIONS

The choice of this research topic derived from the growing trend of
traditional luxury companies to expand their product offerings in the new
categories, driving profitability through increased accessibility. Therefore, it
becomes increasingly important to understand how such strategic branding
decision stipulating the adding new categories (in which brand is not an
expert) to the existing brand’s product line, affects customer perceptions of
the parent brand, which, in turn, may affect its performance. For instance, if
customers perceive new categories in the Louis Vuitton’s product line as
hazardous to the symbolic value of this brand, purchase intents might be
diminished and then, the brand might financially suffer. Could that be a
reason Louis Vuitton haven’t launched yet the new product in the fragrance
category or Tiffany&Co in the pret-a-porter? As a result, this study intended
to contribute to a better understanding on how customers react to the
introduction of the new usually unknown product categories in the product

line of luxury brand in which the brand is not an expert.

The results and the discussion parts have provided us with several
convictions that may have important impact on the choice of direction in

brand extension strategy of the brands analyzed.

First of all, evidence was found that even though actual or aspirational
customers of luxury brands evoke they are moderately or deeply interested in
luxury industry, the predominant part of them still not aware of its extensions
In more assessable product categories. Facing such situation in managerial
practice, it could be curious to know whether customer perceptions of some
luxury brands would significantly change if they were, in fact, aware of the
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entire brand’s product line. As a matter of fact, only in case of Tiffany&Co
such effect was significant when the exposure to the new information
deteriorated previous customer overall perceptions of the brand. Additionally,
mean difference overview demonstrated that the brand associations, overall
brand equity and perceived quality indicators of Louis Vuitton were also
decreased throughout the post evaluation situation. This also strongly
maintains the idea that CBBE is, at least, partially negatively influenced by
the new information about brand extension strategy. On the other hand,
descriptive statistics also showed that some positive changes within brand
equity dimensions, namely for Tiffany&Co. This means that customers would
have stronger brand associations, perceived quality and brand loyalty towards
Tiffany&Co, but still, their overall evaluation of the brand would be worse. It
can be assumed that the exposure to the new information on brand extensions
has an impact on a latent dimension of brand equity that is not being analyzed
in the study, possibly one that focuses on seizing the symbolic value of the
brand. Therefore, it can be stated that no proves about the effect of the

awareness about the brand extension can be given.

When comparing the strength of the effects among brands, it was
concluded that lower awareness brands are usually more strongly affected by
customers’ familiarity of the brand’s image and “know-how” extension in the
new categories than higher awareness ones, even though Louis Vuitton’s
overall brand equity indicators demonstrated the opposite trend. This means
that, while the brands like Burberry and Tiffany&Co could benefit from
customers awareness about its extensions, there is a risk that Louis Vuitton’s
image would be deteriorated from the same fact and its performance losses
would probably have a much larger impact than the Burberry’s and

Tiffany&Co’s gains from their extensions.
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Finally, it worth mentioning, that, for all three brands, brand
associations were the dimensions that most determined the value of overall
brand equity rather than brand loyalty and perceived quality, which means
that customer perceptions of these brands are dominated by the functional,
non-functional and organizational associations that customers make towards
the brands (Chen, 2001). Indeed, this also has a managerial implication, as
long as managers of these brands should take into consideration the crucial
role of stimulating and strengthening customers’ brand associations when
taking efforts to boost the overall value of the brand. Moreover, luxury brands
should set as a priority to enrich customer experience, since a more exclusive
environment and service will nourish positive associations and that will

reinforce overall customer-based brand equity.

4.3 LIMITATIONS & FUTURE RESEARCH

The findings presented in this research are somehow different from
what was anticipated from past literature, which generates opportunities for
future research. Some of the hypotheses were not supported, leading to the
introduction of additional dimensions of brand equity specifying the feature of
luxury brand symbolism, which are certainly worth to be included in further
empirical research. In fact, this study represents a great potential for new
fields of study. However, as in any empirical study, limitations need to be

acknowledged and results should be interpreted in light of those.

First of all, this study solely focused on the analysis of just three brands
and just one extension for each, which can be considered either very
restricting or very targeted. Under the scope of the current study and given
limitations of the time and resources, concentrating on three brands and one

of their recent extensions in the assessable categories, was the optimal
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alternative, since it provided with some diversity in terms of brands, but still
gave the opportunity to have more coherent and realistic set of conclusions.
However, it might have sense to analyze how the same study would result
within a broader range of brands and their extensions, namely not only
horizontal, but also vertical ones. Moreover, it would have been ideal to have
the time to study prior and post CBBE in different moments of time and with
a stronger depth. In-depth interviews with some respondents and executives
would also be valuable suggestions of methodologies to introduce in future

similar investigations.

Taking into account the choice of target of respondents, they ought to
be experienced consumers of the brands, in order to reassure that fully
presented brand equity dimensions were established within the minds of
customers. In present research, there is high likelihood that some participants
with a rather low awareness of the some of the brands have completed the

questionnaire.

Additionally, further studies in this field would also be conducted
within different audiences in terms of nationality, age and occupation. Even
though there is a specificity of perceptions towards brands among different
cultures, there can still be found some significant differences and thus, it
would be interesting to know how results would vary within different

cultures.

Furthermore, even tough the dimensions of brand equity included in the
study were the most consensual and solid explored so far, given the fact that
there was a clear focus on luxury brands, it would have been interesting to
introduce some new dimensions that were designed based on the specificities

of these brands and that would, therefore, better capture their CBBE
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evaluations.

A comment should also be made about the pretest phase, which ideally
could have included a control group, in order to first test the strength of the
factors and significant relations between them. The lack of time and the fact
that the majority of participants could only be achieved once enforced not to
conduct such a detailed pretest phase. However, future studies should be more

focused on detecting and controlling unreliable factors.

One of the major drawbacks of the study was the fact that the
significant number of factors was not considered reliable, since it not only
excluded entire variables from the analysis, but it also eliminate the
opportunity to conduct some analysis within some of the brands and therefore,
to establish comparisons. This has been significantly impacted the expected
outcomes, since both conclusions and the support of the hypotheses was in
some cases only incidental and could not be maintained by similar
conclusions from other brands. The introduction of a larger number of items
within factors or a larger sample could probably have avoided this relevant

limitation.

Moreover, even though the sample gathered was larger than the
minimum required by statistical guidelines, the large number of variables
being analyzed would benefit from a larger sample. For instance, the
normality could not be found for the most of the variables, which is partially
affected by the amount of the sample. As a result, the choice of tests to be
performed had to be adjusted. Moreover, even though normality is not a
necessary condition to obtain BLUE estimators, normally distributed
variables and errors have a better chance of fulfilling the necessary criteria.

Looking at the estimation of regressions, in the context of mediation, the
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Preacher & Hayes bootstrapping method did not allow for the analysis of the
errors of the regressions cumulated, which implies a limitation. However,
collinearity was not expected, since two of the three regressions had only one
predictor and the significant correlation between EBE_TF and OBE_TF was
rather low. Performing the autocorrelation of the errors was not necessary,
since observations do not succeed in time, but from respondent to respondent.
Thus, only missing constant variance would have had been a restriction for

the completed analysis.
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CONCLUSION

The use of brand extension as a promising branding strategy in the
luxury industry, allowing luxury houses to grow more quickly, without being
limited to organic internal growth, or finding themselves prisoners of the
regression of their original trade, has been a growing trend during the last few
decades. However the marketing implications of these activities were still not
sufficiently explored, which makes the study in this research work an
important contribution to literature. Taking into account that the purchase of
luxury fashion brands has predominantly the symbolic and experiential value
for customers, new extensions may affect existing associations of the parent
brand as long as these associations may directly influence evaluations of this
extension in both positive and negative ways. Thus, the fact of the widespread
managerial practices in luxury industry to stretch existing brand image to the
new category on the one hand, and the need to preserve the identity and
culture of a brand on the other, allowed us to establish relevant to the real
company practice and relatively new for luxury marketing literature research
question: does luxury fashion brand extension to the new product category of
design have an impact on its consumers’ perception? And, oppositely, does
the existing luxury brand perception impact the evaluation of its extension?
As a matter of fact, the aim of the study was to assess whether and how the
perceptions of actual and aspirational luxury customers towards some of the
most influential luxury brands were affected by news that they operate in
different more assessable categories than the category of origin. Brand
perceptions were deciphered through the evaluation of existent and post
extension brand perceptions through the measurement of customer-based
brand equity (CBBE) and its four dimensions: Brand Awareness, Brand
Associations, Perceived Quality and Brand Loyalty (Aaker and Keller, 1990).
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First of all, this study showed that, indeed, brand equity constructs are
relevant at measuring luxury customers’ perceptions. There was also evidence
that these dimensions are significantly related in time and that they may
significantly explain how customers will evaluate the brand extensions.
Nevertheless, due to the diverse limitations, it was impossible to draw the
conclusions weather the evaluations of the extensions would positively
explain the change in perceptions. Eventually, it could be stated that different
degree of brand awareness influence the effect that the exposure to the new
information will have on perceptions, even though there were cases of larger

and smaller effects for both types of brands.

Finally, it was found that even though some dimensions of brand equity
were positively and significantly impacted by the introduction of the new
information, there were some for which the effect was significantly negative,
which presents a serious matter for luxury brands. For instance, brand
associations, perceived quality and overall brand equity of Louis Vuitton have
been deteriorated, which may delude some customers about brand image and

demotivate them from further purchasing.

To sum up, luxury brands, while extending their product line, namely in
the more assessable product categories, should first carefully access its
existing brand capital based on consumers perceptions and conduct marketing
researches on consumers evaluations of potential categories in order to
preserve brand’s identity. Indeed, it reinforces the need to focus on positive
customer experience, through the strengthening of brand associations and
therefore, overall brand equity. While luxury brands will be growing in the
future by leveraging their brand image into new product categories, it is
tremendously important to know how to preserve the value of parent brand

and successfully position new items in the product line, without creating
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confusion in the minds of customers.
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APPENDIX

APPENDIX 1: ONLINE SURVEY (RUSSIAN)

3apascTeyiTe!

fl, CTYABHTHA MarucTDaTypel hakynsTeTa MeHexmedTa HUY-BLU3 1 Guanec wkonel ESCP Europe, npoBaxy
WCCNENOBEHWE HE TEMY DECLUMDEHHA DAWH-BPEH0E KNACCa MoK, B DEMKEX CBORA MarHCTEDCKON QHCCELTELMK.
Ecnu Bul gesyiuxa/seHIMHa 25 net v cTaple W Bol B TOR MW MHCA CTENEHW OCBEdOMNEHEl O CYLUECTEY UMK
NenynApHbIX B3WLUH-GpeHAaX CErMeHTa NIOKE, NOXanyAcTa, NpoRaMTe AaHHBIR onpoc.

Cxaqana Bam Gy0yT 338Hbl BONPOCS! KaCaTeNbHO Ballero oTHOLIEHHA K HEKOTOPLIM falIH-GpeHnaM.

Jatem, Nocne TOro kax Bam Sy0eT NpefoeTasNeHs HOBaA MHDODMALMA O BaHHb BoeHLax, Bam HysHO ByneT
COENATE X NOBTORHYHY GLEHKY.

Bawm oTEeThl By0yT COXDAHEHS! B KOHDMASHUMANSHOCTM!

Enaronaphe Bac 3apaHes 2a TO, UTO HALNW BOIMOMHOCTS NOYMACTE0BATE B JAHHOM MCCNelosaHuK! 3anoiHeHue
aNPOCHWMKA He 3aimeT y Bac Gonee 10 MUHYT,

B kakoii cTenenu Bbl MHTepecyeTech M OCBEAOMNEHDI © dalH-bpeHaax Knacca noKke?

MHTEDECYICCE BREMA OT BDEMEHM
MHTEpECYICCE W CTAPAIOCE CAENWTE 38 MOgHEIMW TDEHOZMM

A o4EHE CHNBHO YBNEHEHS MHOYCTEHER MOObBI KNACCa NIOKS, CNEMY 33 BCEMW TEHASHLMAMK

HanuwwTe, noxanyicta, 3 dawH-6penaa Knacca NWKE, KOTOPbIE NepBbIMK NpUWAK Bam B ronosy:
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Ceituac, Bam ByayT npegnoxeHbl 15 yTBepHAeHUiA, KacaTenbHo Balero OTHOLWEHMA K TpeM GpeHgam.
MoxanyicTa, OUSHWTE HACKONLKE Bel cornacHel ¢ YTEEPMASHHAMM NO CRegYOWeH Wrane:

1. NoanHacTeW He cornaced 2. He cornaced 3. B HeKoTapak CTENeHW He cornaced 4. B HeKOTODOW CTENEHM
cornaced 5. Cornaced 6. MoNHOCTLR CornaceH.

A3uakomac
SpeHgom

ToBapsl GpeHaa
OTAMYHONS
KauecTea

Koraa A Howry
BELM OT AaHHOMD
SpenHaa, A
JYYBCTEYIO Ceba
fionee yEEpEHHD
CPEdy Opyrix

Bpexg NpogzeT
YTO-TO GONbLUE,
YEM MPOCTO
NpoaysT

LOHUES WUITTOM

MA 1T 2 3 4 5 6 7

O 0000000

O 0000000

O 0000000

O 0000000

BURBERRY

Lo NDON

MA 1T 2 3 4 5 6 7

O 000000

O 0000000

O 000000

O 0000000

TIFFANY & CO.

Mid 1 2 3 4 5 6 7

O 0000000

O 0000000

O 0000000

O 0000000
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MHE HEERWTCA 1 A
OOBEQRAID
KOMMEHAH,
NpeacTaEnACLWEd
TOBAPL| GAHHOTD
Gpenaa

HexoTopkie
*ADEKTEPMCTHEM
fGpenga cpasy
NEpMXCOAT MHE HE
iy

¥ Gpenga
AefCTEMTENEHD
YHHKANbHBIA
MBMKMOXE N0
CPABHEHMIC C
KOMKYPEHTIMH

¥ Gpenga ecTs
OCoBEHHEIE
YEAEHWE 1 HABEIKK
B NpoMIE0OCTES W
NOCTEEKE CROMX
TORAPOE

Hima Gpenga
ACCOUMMPYETCA C
BEICOKMM
KAYECTEOM

AvyBaxar
BOCKMLLEMICE
MMM, KOTOPRIE
HOCAT BELUM
fGpenga

ODo0CO000O0

000000

OO00C0000

ODOoOO0000O0

ODOoOO0000O0

ODo0CO000O0

CoO00000

CO0O00O0CO

CoO0000O0

CO0000O0

CO0000O0

CoO00000

000000

CO0OO0O0OO0O0

O000000

OO00000

OO00000

000000
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Y Gpennga
LOCTETOUHG
BhlpameHbl
OW3aRHEpCKMA
NOgHERK W
HMOEHTHMSHOCTE

A eoifepy MMEHHD
3TOT BpEHL, qaxe
ECNKA ApyToR
Speng WMmeeT
TEKHE He
0CoBEHHOCTH

CooTHOWEHWE
LEHE! M KE4ECTBE
Gpexga
CAPaREnMED

A Gel
DEKOMEHICRANS
Speng CEoMM
OPY3EARM

BpeHg AENRETCE
MOKM NEPBLIM
BhIGOpOM CPEQH
TOBAPO0E POCKOWK
B CAOEM CEMMEHTE

COO0D0000

ONONONORORORS.

O00CC000

ONONONORORORS.

O00CC000

O000000

O O ONONONONS;

O000000

O O ONONONONS;

O000000

000000

OoooOooo

Oo0o0Oo000

OoooOooo

Oo0o0Oo000
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Kakwe w3 nepeyncneHHblX TOBapoB AaHHbIX bpeHaos NMYHO Bel nprobpenud 3a

nocnegH4Ye NATe neT?

Onexna

M3genna M3 KoM
[CYMEN, YEMOOAHEI. .. )

ObyBb
MNapdeomepma

I0senMpHbIe
YEPELEHKA W Yach

KockeTHra

Arceccyapsl (Wapdel W
TEKCTHNE, DEMHH,
CONHUEIELUMTHRIE
CHEH, BURYTERHA,
KNKIYHHLBI, KHHIH,
MUCEMEHHEIE
NEAHAONERHOCTHA K
.ol

KHAK W MMCoMEHHEIE
NpAHaQNEMHDCTA

Louis Wuitton

O

O O oOod od

Burberry

Ol

O O OO Ad

O

O O oo d

Tiffany&Co
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Bpenasl Louis Vuitton, Burberry u Tiffany&Co NpefcTaBNAKT Ha DhIHKE HECKONLKD KATEMDWA Toapos. B

DAMKSX JEHHOMD MCCNefoBaHKA, A Bbl XOTena obDaTHTL Balle BHUMAHKE Ha CNeayHiLUMe DECLUIMDEHWA® MADoK:

PacwkpeHde KoMmnadiM Louis Vuitton B KaTeropHio NHCBMEHHBIX NPHHALNEMHOCTEH W KHHAT

PaclwkpeHde komnaHui Burberry B KaTEropHio KOCMETHKM

PacwupeHve komnaHuu Tiffany&Co B kaTeropuio napdroMepun

*PACIUMPEHWE NPEANaNAraeT NeDEHOC KANKTaNa CCHOBHOMO BDEHOA (NOroTHNE, MMUIMKEBLIX 3NEMEHTOR
AM3aAHE, UEHHOCTER) Ha HOBYIO KATErODMKD TOBEPOE. TaK #e, BEDOATHO, YTC TOBEDLI HOBOR HATENODMM OyayT

NpENCTABNEHbI B MECTAX NPOLAN OCHOBHOMD BREHLE W ANA MX NPOM3BOACTEE Gy YT MCNONL30BEHb TE We
ChIPSEBLIS MATEDUANS], KODNODATHEHLIE W UENOBEYSCKUE DECYDCh.

3xanw nu Bel o sToro, yto Tosapel Louis Vuitton, Burberry u Tiffany&Co npeacTasneHsl B AaHHbIX
KaTeropuax?

Tiffany&Co npencragned g
KaTeropuu napgiomepuu

Burberry npegcrasned 8

Louis Vuitton npeacraened KaTEeropyi KOCMETHKM

B K2TEropum KHur v
NUCbMEHHbBIX
NPUHAANEXHOCTEeN

Thopasy

o
T » - -

na, 3Hana O O O

HET, He 3Hana O O O

Ceityac, Bam 6yayT npeanoxeHbl yTBepASHUA, KacaTeNbHO Ballero OTHOWEHKMA K nepexoaam Tpex
6peHf0B B ApYyrue KaTeropuu ToBapos.

MoxxanyncTa, OLUEHNUTE HACKONBLKO Bl COrNacHLI C YTBEPXKASHUAMK NG CNEAYHoLLeH WKane:

1. MNoNHOCTLIO He cornaceH 2. He cornaceH 3. B HEKOTOPOM CTeneHun He cornaceH 4. B HeKOTODOW CTeneHu
cornaceH 5. Cornacex 6. MoONHOCTLIO COrNACceH.
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A cunTaio,
nepexof
Gpexaa s
AaHHYO
Kareropuio
cnocobeTeyeT
COXPaHEHUIO
CBOEro
AMUIOXE

fl cuuTao,
accoumaymm
CBR3aHHbIe C
Spengom
COrnacyioTcs
C HOBOH
Kareropuen
TOBapoB

Tiffany&Co npeacraenes 8

KaTeropum napdromepumn
Burberry npeacTaesnes B

KaTercpud KCCMeTUKH

Louis Vuition npeacTaeneH B
KaTeropuu KMAr v NUChMEHMbIX
NPUHEANEXHOCTER

Tipwe

NA 1 2 3 4 S5 6 7 NA 1 2 3 4 5 6 7 NA

1 2 3

O O00O0O0O0O0 O O0OOO0OOOOO O OOOOOOO

0 00000000 0000000 O 0000000
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A cuuTalo, yTo

npeay<ToBan

Kareropwa

e | © OO0O0000/0 00000000 0000000
cornacyeTca

C Kateropuein

Gpenaa

A cuuTaro, 4To
KOMNaHWA
obnanaet
noneassiMmn
HaBblKaMu
(woyxay)amn | O OO OOO0OO0O0O0 O O0OO0OOOOO O OOOOOOO
ux
NpUMEHEHUA
8 [aHHOR
Kareropmu
TOB2POB

¥KaXKuTe, NOXANYHCTa, KaKoi U3 HHUKenepeuncneHHbIX NpogyKros 6peHaa Bol 661 npuobpenu?

Tiffany&Co npencraeneH 8
KaTeropuu napdiomMepuu

. . Burberry npeacTasned 8
Louis Vuitton npeacraeneq KaTeropuM KOCMETHKM
T

B KaTeropum KHur 1

NKCHMEHHbBIX
NPYHAANEXHOCTEN

Mpuctpena bk O O O

Tenepe, obpaTis Bawe BHMMaHHE Ha CYLLECTBOBAHWE PACIUAPEHMA BPEHAOB B TAKHE KATETOPHK KaK
NMCHMEHHBIE NPHHARNEMHOCTH W KHMrK (Louis Vuitton), kocmeTtuka (Burberry), napduomepua (Tiffany&Ca),
Bam cnegyeT oUeHWTs 5TH SpeHibl elle pas.

MoxanyicTa, DUSHWTE HECKONLKO Bl COTNACcHS! © YTEEDHASHUAME N0 CREAYIOLLER WiKane:

1. MonHocTs He cornaced 2. He cornaced 3. B HeKoTODOW CTENeHM He cornaceH 4. B HekoToDoR CTenaHu
cornaced 5. Cornaced 6. MoNHOCTEK COMMAaceH.
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A 3Hakoma c
Gpengom

Toeapsl GpeHOa
OTNMHHOMD
KauecTea

Korga A Howy
BELM 0T JaHHOTD
Gpenga, A
YYBCTEYIO CEGA
Ganee yEepeHHo
CPEQM OpyTH

Spevg npogaeT
yTo-TO BonbLLe,
YEM NpOCTO

NpoaysT

MHe HpaBMTCAR M 8
ACBEQAIC
KOMMEHAH,
NpegcTaBnAKLUER
TOBADLI AAHHOTD
Gpenga

a1

o

o

LOUES WUITTOM
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HexkoTopbie
HADEKTEPMCTHEM
Gpenaa cpasy
MDHXCOAT MHE Ha
¥

Y Gpenga
OEACTEHTENBHO
YHHKANEHBIR
HMBAIR, N0
CREBHEHMIC
KOHKYDEHT MM

Y Gpedga ecTs
ocobeHHEIE
YMEHMA K HABLIKK
B NPOW3B0ACTES K
OCCTAEKE CBOMX
TOBSQOE

Kima Bpesiga
ACCOUMWPYETCA
BhICOKAR
KAYECTEOM

AyBaxan n
BOCHMLLANICH
MOOBMK, KOTOPBIE
HOCAT BELLM
Gpenga

Y Gpenna
OCCTETONHD
Bhipamenbl
OM3aRHEDCKIMA
NOOHERK W
HMAEHTHUHOCTE

o000 00
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CooTHOWEHWME
UEHE! ¥ KEYECTEE
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CNpaEennve0

A el
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BuIGOpOM CPEQH
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APPENDIX 2: ONLINE SURVEY (ENGLISH)

Hello!
| would like to personally thank you in advance for your help.

| am a student of the Double Degree Master in Management Program between
ESCP Europe and National Research University - Higher School of

Economics, conducting the survey under the scope of my Master Thesis.

The questionnaire is targeted at women over 25 years old who more or less
familiar with luxury fashion brands. Examples of luxury brands might include
Chanel, Gucci, Louis Vuitton, Hermes, Moet et Chandon, Cartier, BMW,

Mercedes- Benz, etc.
If you refer yourself to this category please follow instructions below.

You will be asked some questions regarding your personal conditions towards
some selected brands. Later, you will be asked to reassess some those
convictions, after being presented with some new, stimulus information. Your
responses will be compiled, statistically analyzed and anonymously reported,

and will not be, in any way, linked to you as a participant.

This survey aims at accessing only Russian consumers and will not take more

than 10 minutes!

Note: Please do not access external information related to the brands, during

the extent of the questionnaire.
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| PART
1. How deep is your interest or knowledge about luxury fashion brands?

o | am somewhat interested in fashion brands
o | am curious and | like to know what is trended now
o | am very passionate about fashion brands

2. Please, name the first 3 fashion luxury brands that come to your mind:

You will now be asked to focus on 3 specific brands and to convey your

perceptions, thoughts and emotions toward each of them.
Il PART

1. Please state to what extent you agree with each statement, according to

the following scale:

Strongly Disagree

Disagree

Somewhat Disagree
Neither Agree nor Disagree
Somewhat Agree

Agree

N o g bk~ D Ee

Strongly Agree

Louis Vuitton Burberry Tiffany&Co

I am N/ |1|2(3[4|5|6]|7 N/ |1|2|3|4(5|6]|7 N/ |1|2|3|4(5|6]|7
familiar A A A
with the
brand.

Products N/ |1/2(3]4|5|6]|7 N/ |1|2|3|4|5|6]|7 N/ |1|2|3|4(5|6]|7
from the A A A
brand
offer
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excellent
features.

Wearing
the brand
makes
me feel
more
confident
around
others.

What the
brand
sells is
more
than a
product
to me.

I like and
trust the
company
the
company
behind
the
brand’s
products.

Some
character
istics of
the brand
come to
my mind
quickly.

The
brand has
a very
unique
image,
compare
dto
competiti
on.

|
consider
the brand
to have
expertise
in
producin
gand
deliverin
gits
products.

|
associate
the brand
name
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with
quality.

| respect N/ |1

and A

admire
people
who
wear the
brand.

The N/ |1

brand has A

strong
design
and
identity.

Even if N/ |1

another A

brand has
the same
features,

| would
prefer
this one.

| N/ |1

consider A

the value
for

money of
the brand
to be fair.

| would N/ |1

love to A

recomme
nd the
brand to
my
friends.

The N/ |1

brand is A

my first
choice
for
luxury
products
of its
segment.

4. Have you ever purchase an item from listed categories of any of the
following brands (mark the space):

Louis Vuitton

Burberry

Tiffany&Co

Womenswear

Leather goods
(handbags, small
leather goods, travel
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cases, etc...)

Shoes

Fragrance

High
Jewerly&watches

Accessories (scarves,
shawls, fashion
jewelry, belts,
sunglasses, hey
holders, bag charms)

Cosmetics

Books and writing
(agendas and covers,
writing, books)

Serving goods “Art
de la table”

All 3 brands you have been analyzing so far have a list of categories in which

they operate.

In this study, we take into consideration three brand extensions:

o Louis Vuitton has extended in books and writing products

o Burberry has extended in cosmetic products.

o Tiffany&Co has extended in fragrance products.

This means that it is likely that they share the same brand equity as logo,

iconic elements of design, values, etc. They also might share production

points, raw materials, corporate resources and talent.

5. Were you already aware that Louis Vuitton, Burberry and
Tiffany&Co had extensions in the following product categories?

YES

NO

Louis Vuitton has books and
writing products

Burberry has cosmetics

Tiffany&Co has fragrances

6. Please state to what extent you agree with each statement, according to

the following scale:

Strongly Disagree
Disagree
Somewhat Disagree

SRl A

Somewhat Agree

Neither Agree nor Disagree
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6. Agree
7. Strongly Agree

Louis Vuitton

Burberry

Tiffany&Co

|
believe
there is
a good
brand
image
fit
between
parent
brand
and
extende
d
category

N/
A

1

2

N/
A

1

N/
A

1

2

I

believe
there is
a good
product
category
fit
between
parent
brand
and
extende
d
category

|

believe
parent
brand
associati
ons fits
good
extende
d
category

|
believe
the
parent
brand
could
offer a
benefit
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to
extende
d
category
by
sharing
its
know-
how.

7. No matter weather you were already aware of these luxury product
extensions or not would you like purchase it for you or as a gift?

YES

NO

Books and writing products by
Louis Vuitton

Cosmetics by Burberry

Fragrances by Tiffany&Co

Finally, bearing in mind the facts previously presented, you will be asked to

answer some questions about the individual brands.

8. Please state to what extent you agree with each statement, according to

the following scale:

1. Strongly Disagree

2. Disagree

3. Somewhat Disagree

4. Neither Agree nor Disagree

5. Somewhat Agree

6. Agree

7. Strongly Agree

Louis Vuitton Burberry Tiffany&Co

I am N/ [1]2]3]4 6l 7N/ 1 711N T2T2 7
familiar A A A
with the
brand.
Products |[N/ [1[2[3]4 6l 7N/ T1 711N T1T2 7
from the A A A
brand
offer
excellent
features.
Wearing N/ [1|2]3|4 6|7 N/ |1 7 N/ | 1]2 7
the brand A A A
makes
me feel
more
confident
around
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others.

What the
brand
sells is
more
than a
product
to me.

I like and
trust the
company
the
company
behind
the
brand’s
products.

Some
character
istics of
the brand
come to
my mind
quickly.

The
brand has
avery
unique
image,
compare
dto
competiti
on.

|
consider
the brand
to have
expertise
in
producin
gand
deliverin
gits
products.

|
associate
the brand
name
with
quality.

I respect
and
admire
people
who
wear the
brand.
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The N/ |1]2]|3 6|7 N/ 2134 711 N/ 3|/4|5[6|7

brand has | | A A A

strong

design

and

identity.

Even if N/ |1]2]|3 6|7 N/ 2134 711 N/ 3|/4|5[6|7

another A A A

brand has

the same

features,

I would

prefer

this one.

| N/ [1]2]3 6|7 N/ 2|34 711 N/ 3|/4|5[6|7

consider A A A

the value

for

money of

the brand

to be fair.

I would N/ |1]2]|3 6|7 N/ 2134 711 N/ 3|/4|5[6|7

love to A A A

recomme

nd the

brand to

my

friends.

The N/ |1]2]3 6|7 N/ 213|4 7| N/ 3/4(5|6|7

brand is A A A

my first

choice

for

luxury

products

of its

segment.

This is the end of the questionnaire.

Once again, thank you for your collaboration!

Best regards,

Victoria RYBAKOVA

APPENDIX 3: NORMALITY TEST
Variable Shapiro-Wilk p-value Rejection Distribution

Louis Vuitton AS LV 0,951 0,002 HO rejected Not normal
PQ LV 0,935 0,002 HO rejected Not normal
OBE_LV 0,951 0,002 HO rejected Not normal
PAS LV 0,977 0,002 HO rejected Not normal
PPQ LV 0,876 0,002 HO rejected Not normal
PLO_LV 0,951 0 HO rejected Not normal
POBE LV 0,951 HO rejected Not normal
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Burberry AW_BR 0,935 0,001 HO rejected Not normal
AS BR 0,935 0,002 HO rejected Not normal
LO _BR 0,966 0 HO rejected Not normal
PAS BR 0,957 0,001 HO rejected Not normal
PPQ _BR 0,951 0 HO rejected Not normal
PLO_BR 0,899 0,002 HO rejected Not normal
POBE_BR 0,91 HO rejected Not normal
Tiffany&Co AW _TF 0,969 0,021 HO rejected Not normal
AS TF 0,951 0,002 HO rejected Not normal
PQ TF 0,98 0 HO rejected Not normal
OBE_TF 0,951 0,002 HO rejected Not normal
PAS TF 0,92 0 HO rejected Not normal
PPQ _TF 0,978 0,007 HO rejected Not normal
PLO_TF 0,951 0,002 HO rejected Not normal
POBE_TF 0,951 HO rejected Not normal
Brand Fit BF LV 0,911 0 HO rejected Not normal
BF _BR 0,95 0 HO rejected Not normal
BF_TF 0,96 0 HO rejected Not normal
Product Fit PF_LV 0,951 0 HO rejected Not normal
PF_BR 0,962 0 HO rejected Not normal
PF TF 0,96 0,004 HO rejected Not normal
APPENDIX 4: R OUTPUTS
WITH INTERCEPT
oLS N df SSR Det. R. Cov OLS-R2 McElroy - R2
112 109 122,806 0,291 0,797 0,772
N df SSR MSE RMSE R2 Adj. R2
Eq. 1 98 96 71,111 0,652 0,810 0,754 0,750
Eg. 2 98 95 50,544 0,460 0,675 0,838 0,829
OBE_TF Coef. Std. Error t-value p-value
(Intercept) 0,089 0,266 0,335 0,738
AW _TF 0,178 0,067 2,652 0,009 *x
AS TF 0,846 0,087 9,730 0,000 Hokk
POBE_TF Coef. Std. Error t-value p-value
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(Intercept) 0,112 0,289 0,388 0,699
AW_TF 0,107 0,051 2,090 0,039 *
PAS_TF 0,595 0,105 5,681 0,000 faleled
PLO_TF 0,393 0,087 4,496 0,000 faleled
EBE_TF -0,159 0,045 -3,545 0,001 faleled
WITHOUT INTERCEPT
SUR N df SSR Det. R. Cov OLS-R2 McElroy - R2
112 110 123,237 0,286 0,796 0,770
N df SSR MSE RMSE R2 Adj. R2
Eq. 1 98 97 71,111 0,652 0,810 0,754 0,750
Eq. 2 98 96 50,544 0,460 0,675 0,838 0,829
OBE_TF Coef. Std. Error t-value p-value
AW_TF 0,216 0,056 3,267 0,001 faled
AS TF 0,822 0,061 11,437 0,000 falaied
POBE_TF Coef. Std. Error t-value p-value
AW_TF 0,124 0,051 2,263 0,012 *
PAS_TF 0,577 0,103 5,366 0,000 falaied
PLO_TF 0,402 0,087 4,496 0,000 falaied
EBE_TF -0,143 0,041 -3,555 0,000 falaied
N df SSR Det. R. Cov OLS-R2 McElroy - R2
OLS
112 110 123,237 0,286 0,796 0,770
N df SSR MSE RMSE R2 Adj. R2
Eq. 1 98 97 72,253 0,651 0,810 0,753 0,755
Eqg. 2 98 96 50,222 0,466 0,675 0,849 0,822
OBE_TF Coefficient Std. Error t-value p-value
AW_TF 0,180 0,050 2,702 0,001 faled
AS_TF 0,822 0,055 11,891 0,000 okl
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POBE_TF Coefficient | Std. Error t-value p-value

AW_TF 0,112 0,049 2,263 0,009 *

PAS_TF 0,614 0,093 5,366 0,000 il

PLO_TF 0,384 0,084 4,496 0,000 il

EBE_TF -0,151 0,040 -3,555 0,000 Fkk

LIKELYHOOD RATIO TEST
Model Df LogLik Df Chisq Pr(>Chisq)

1 7 -247,25
2 9 2 0,5053 0,7768

APPENDIX 5. SEPARATE ESTIMATION OF SUR REGRESSIONS

TIFFANY&CO OLS REGRESSIONS

. Standardized . . -
Model Unstandardized Coef. Coef. t Sig. Collinearity Statistics
B Std. Error Beta Tolerance VIF
(Constant) ,148 ,260 ,571 ,569
AW _TF ,168 ,068 185 2,484 | 014 ,353 2,836
AS TF ,848 114 ,730 7,420 | ,000 ,202 4,950
PQ TF ,015 ,105 ,012 ,139 ,890 ,255 3,929
LO_TF -,032 ,069 -,030 -,468 ,640 ,484 2,064
. Std. Error of the
Model R R Square Adjusted R Square Estimate
1 ,872a ,760 ,752 ,81539
Model Sum of Squares df Mean Square F Sig.
Regression 258,689 4 61555
Residual 81,778 99 5’46 94,367 ,000b
Total 340,467 103 '

a. Dependent Variable: OBE_TF b. Predictors: (Constant), LO_TF, AW_TF, PQ_TF, AS_TF
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. Standardized . . -
Model Unstandardized Coef. Coef. t Sig. Collinearity Statistics
B Std. Error Beta Tolerance VIF
(Constant) -,003 ,260 -,019 ,988
AW TF ,115 ,068 ,125 2,110 | ,022 ,430 2,273
PAS TF ,551 114 438 4,420 | ,000 ,202 4,850
PPQ_TF ,086 ,080 ,090 1,139 | ,281 ,181 3,819
PLO TF -,344 ,077 ,354 3,959 | ,000 ,666 1,964
EBE TF -,195 ,052 -,176 -3,76 ,000 ,563 1,529
. Std. Error of the
Model R R Square Adjusted R Square Estimate
1 ,914a ,835 ,821 ,64233
Model Sum of Squares df Mean Square F Sig.
Regression 258,877 5 41141
Residual 51,123 89 4158 90,302 ,000b
Total 310,00 94 '

a. Dependent Variable: POBE_TF b. Predictors: (Constant), EHI_TF, AW_TF, PAS_TF, PPQ_TF,PLO_TF
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