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Abstract

Previous studies have established brand familiarity as a basis of consumer’s subjective and objective 
knowledge and a key enabler in the brand’s purchase, possession and usage decisions. It has been defined 
as the number of direct and indirect experiences that have been accumulated by the customer related to 
the product which provides a strategic competitive advantage. Product extensions have added value to the 
brand’s familiarity when there is a high level of perceived fit by the consumers between the parent brand 
and the new extension.  Relatedness between the new extensions and existing product categories can lead to 
strong associations in the consumer’s mind.  The purpose of this study is to explore the role of relatedness 
in brand extensions in enhancing the brand familiarity. The research includes proposing a set of brand 
extensions with different degrees of relatedness. The perceived impact on brand familiarity is assessed 
thereafter by conducting a survey using a close ended questionnaire. The measure of relatedness used in 
the study is based on consumer’s personal interpretation of the same with respect to the product-market 
attributes like product benefits and retail distribution channels. The results demonstrate the significance 
of product category relatedness as variable influencing decisions with regard to new product extensions 
and brand familiarity. The study is limited to the youth segment and takes into consideration only certain 
categories of consumer products in the Indian context.  The perceptual data of the consumer towards new 
brand extensions provides the managers a model to launch extensions based on actual and perceived 
relatedness.
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Introduction
The strategy of brand extensions has been guiding product planners (Tauber, 1988) while 

entering a new product class utilizing a pre-established brand name (Aaker, 1991) in more than 
eighty percent of the firms for the purpose of marketing of goods and services (Keller, 2003). It 
follows the logic that a brand is not confined and limited to one product, but possesses value 
that can transcend into different product categories (Nielson Innovation Series , 2012).  Brand 
extensions and line extensions are used interchangeably (Al Ries and Jack Trout, 1986). Category 
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and image related extensions may be considered as line extensions specifically (David Aaker, 1991; 
Srinivas Reddy et.al.1994). Brand extensions may be related or unrelated in terms of image or 
product categories (Moorthi, YLR ,2003), hence around ninety percent of new introductions may 
be termed as extensions. Managers assume that they can gain from the brand knowledge obtained 
in existing markets (Aaker & Keller,1990) and  transmit the awareness and associations of the 
parent brand to the new product (Keller 1998) while reducing the failure rates and the marketing 
costs( Milewicz and Herbig,1994) through this strategy. Martinez, Pina (2010) have stated the 
indirect effect of the core brand experience on the consumer attitude towards brand extensions 
through its influence on the brand image. This practice of brand stretch is adopted six times 
more than new product brand launches as it facilitates faster adoption by the consumers who 
are already familiar with the brand and the value it stands for. High familiarity customers may 
require less cognitive effort in evaluating a brand’s performance even for new brand extensions 
(Jackie L.M.Tam, 2008). On the other hand, the existing brand is also impacted on the basis of the 
consumer’s evaluation of the extension given the fact that consumers who are satisfied with the 
extension are usually satisfied with the brand (Alexander and Colgate, 2005). Several researches 
have investigated the threat of the dilution effect of the extensions (Tauber 1988; Loken, John, 
1993; Hughes, 2007) in terms of inconsistency of information about beliefs of family brand name 
(Rothbart, Lewis, 1988) and low categorization of extensions (Latif A, 2013) in the parent product 
category during interchange of knowledge (both product specific & affective) about the brand and 
the new product in the consumer’s mind (Czellar, 2003). This reverse impact of the introduction of 
new extensions on the parent  brand (Milberg et al., 1997; Balachander and Ghose, 2003; Martinez, 
Pina 2010) is of major consequence to the product managers formulating strategy involving 
family brands in the long run. The possibility of dilution and eventual demise of brand’s equity 
due to inappropriate brand extensions is a harsh reality which has to be encountered (Gibson, 
1990). A favorable consumer evaluation of the extension is possible through high degree of 
perceived fit between the extended and the core brand (Aaker & Keller, 1990). This fit is based 
on levels of relatedness across several dimensions referring to the congruence of the attribute and 
non-attribute based associations between the extension and parent brand (Monga, John , 2007). 
Extant studies have either used objective measures or managerial perceptions of relatedness in 
their research on the impact of the brand extensions. In this paper, we examine how consumer 
perceptions towards different dimensions of relatedness between the core and extended brand 
affect the level of familiarity with the core family brand in their mindspace.  

Relatedness in Extensions & Brand Familiarity
Relatedness may be defined as similarity in the product market domain and managerial 

understanding of relatedness can be the source of competitive advantage (Barney,1992). Rumelt’s 
(1974) broad definition of relatedness involves similarities of products, markets and business 
technologies of firms. Prahalad & Hamel (1990) have stated that the inherent business logic which 
is fundamental to the relatedness concept is made up of the ideas of sharing and leveraging 
similar resources. Silverman (1999) found that firms are likely to broaden their horizons in 
related markets having similar functional activities like research and development, promotional 
advertising, and capital intensities. Stimpter & Duhaime (1997) mentioned product market 
similarity in terms of business product characteristics and market segments as an important 
aspect of relatedness. It may also be defined as being in a product category identical to the existing 
products sold by the parent brand (Keller & Aaker, 1990) or being complementary in use with 
other products sold by the brand (Aaker & Keller, 1990).  Prahalad & Bettis (1986)  commented 
that the managerial perceptions of relatedness is responsible for the degree of strategic variety 
during diversification measures by the firm.  Nayyar (1992) argued the case of ‘actual relatedness’ 
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over ‘potential relatedness’ by assessing the later through a study on managerial evaluations while 
the former is examined through existing measures based on industry classification codes (Nayyar, 
1992). While introducing extensions, the concept of relatedness plays a pivotal role. There is a 
high probability of firms stretching to more remote product categories making use of their high 
prestige brands than using those brands with inferior reputations in their portfolio (Park et. al., 
1991). However, several studies have pointed out that if the perceived similarity fit between 
extended product categories with the original brand is high, then customer evaluations of the 
extensions will be more positive (Boush & Loken, 1991; Dacin & Smith, 1994; Keller & Sood,2002; 
Thamaraiselvan, Raja,2008). The accumulated experience of the customer with the brand termed 
as brand familiarity is a key component of value creation for the brand name (Alba, Hutchinson, 
1987). The firm’s strategy of leveraging the brand i.e. coupling a established brand’s name to 
recently introduced products is an attempt to create financial value at minimal costs. Highly 
familiar brand names can act as a heuristic to guide product choice (Hover Brown, 1990) and 
therefore extensions of familiar brands may receive greater future revenues (Lane, Jacobson, 1995). 

Research Gap 
The role of extensions in enhancing the level of consumer familiarity with the core brand 

has been examined by several researchers. Its impact in terms of strengthening the brand equity 
and its potential to support brand stretching has also been extensively studied. Baker et al. (1986) 
have elaborated upon brand familiarity as an unidimensional construct that is in a direct linear 
relationship with the time that has been spent by the consumer in processing information about 
the brand, regardless of the type or content of the processing that was involved. Johnson & Ruso 
(1984) have established that with increased consumer’s familiarity with a brand, their schematic 
representations in the memory become more differentiated. The associative network theory 
terms brand image akin to a network of concepts in a mental scheme (Anderson, 1983). The 
accommodation process in the memory due to new extensions involves either modification of the 
brand schema or creation of a subcategory within the existing framework. The former action in the 
consumer’s mind has been termed as assimilation (Park et.al. 1993)  and the latter is known as the 
sub-typing or conversion process (Gu¨rhan-Canli and Maheswaran, 1998). The consumer’s time 
that is spent on processing of new information about the brand gets altered due to the changes 
in the network linked to the brand in the memory. Thus changes in consumer’s familiarity with 
the core brand are inevitable in such circumstances. Retrieval of brand information stored in the 
consumer’s mind in a hierarchical pattern is achieved through activation of the nodes (brand 
concepts) connected by links (brand associations) (Anderson, 1983). Exposure to new extensions 
may lead to accessibility of new information increasing brand familiarity as theorized in the book- 
keeping model (Weber & Crocker, 1983) as it lowers the threshold levels of activation required 
for retrieval of brand information. However, the inhibitory effects of network expansion may also 
be seen when the extensions siphon off the activation process and the parent brand retrieval is 
negatively impacted (Morrin 1999). Therefore those characteristics associated with the extensions 
that lead to easy retrieval of brand information have been researched often. Rosch (1975) 
suggested that less prototypical members of a category are verified less quickly as being members 
of the category.   Relatedness of the extensions with the core brand emerges as an important 
variable for this study. Two broad areas of relatedness can be categorized into marketing and 
production functions of firms (Ansoff 1965; Rumelt, 1974; Porter 1985; Davis, Robinson, Pearce 
II, Park, 1992). The most commonly used traits for measuring relatedness are various types 
of attributes connected to the product-market domain, complementarities of resources and 
characteristics of the entire value chain (Anders Pehrsson, 2006). Several studies have examined 
relatedness between business units using standard industrial classification (SIC) systems by 
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developing entropy index (Capron 1999), narrow spectrum measure in merger contexts (Lubatkin 
and Srinivasan, 1997), product counts (Merchant and Schendel, 2000) and concentric indices 
(Montgomery & Hariharan, 1991). Rumelt (1974) widely used ratios of relatedness using product 
–market attributes (specialization ratios, related core ratios, related ratios and vertical ratios) 
exhibiting almost analogous relationship with SIC codes based methods (Montgomery,1982) . 
However, Robins and Wiersema (2003) argue that “the SIC system is a weak source of information 
on substantive relationships among industries”. (Ilinitch and Zeithaml, 1995) have questioned the 
reliability of the use of SIC for assessing relatedness across diverse industries. Objective indices 
may inadequately reflect or not reveal actual relatedness (Stimpert and Duhaime 1997; Nayyar, 
1992) and therefore several studies have used managerial perceptions of relatedness (Huff, 1982; 
Pehrsson, 1990). Subsequently, this approach was also found to be inadequate due to lack of 
understanding of intra business relationships(Hoskisson et al., 1993), idiosyncrasies in manager’s 
conceptualization of relatedness (Stimpert and Duhaime, 1997) and varying degrees of confidence 
in their own assessments by the managers (Farjoun and Lai, 1997). 

Thus, the aspect of relatedness in extensions as perceived by the customers and its association 
with the changes in brand familiarity has not been adequately studied. So, this study adopts the 
approach of assessing the degree of relatedness by using the consumer’s perception towards the 
similarity in product –market attributes between the extensions and the parent brand. 

Research Methodology
A list of ten extensions were proposed for dominant parent brands in the consumer product 

categories and considered for the experimental study. The dominance of the parent brand 
(HTC, Bournvita, MAC, Madame, Mortein, Samsung, Airtel, Tide, Reynolds, Hamleys) in the 
category (electronics, milk additives, cosmetics, apparel, mosquitoe repellants, detergents, 
telecommunication services, pens and toys) was pretested within the subject population. 

Variables used for Study
Stimpert & Duhaime (1997) used variables such as ‘sharing customers’ and ‘sharing 

distribution network’ to establish product-market relatedness. Anders Pehrsson (2006) has 
proposed using ‘product technology’ and ‘supply channel type’ as attributes for measuring 
product-market relatedness in extensions and comparison of core competence characteristics 
between them. Aveni, Ravenscraft, Anderson (2004) state that congruent lines of business within 
a firm allow resource sharing leading to enhanced business competitiveness as they are based on 
a common dominant logic (Prahalad and Bettis, 1986). Variables used to measure relatedness of 
extensions are ‘product category relatedness’(PCR) , ‘functional benefits relatedness’(FBR), ‘brand 
concept relatedness’(BCR) and ‘sales channel relatedness’(SCR). 

Parent brands may also find these intensities of congruence useful in extensions in terms 
of enhanced familiarity in the minds of consumers. Familiarity can be defined as cumulative of 
accumulated purchases and experiences in search and ownership activities (Bettman and Park 
1980; Park et al., 1994). The scale for brand familiarity used by Dawar (1996) consists of brand’s 
familiarity for all its products, brand purchase frequency across product categories and knowledge 
of the product brand portfolio. Alba & Hutchinson (1987) have stated that the different dimensions 
of brand familiarity consist of information search, product usage in various situations, advertising 
exposures (the media in general), interactions with salespeople, choice and decision-making and 
purchasing. However, the consideration of two lines of business intensively exploiting a shared 
resource and taking advantage of their combined scale leverage ( Aveni et.al., 2004) and sharing 
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such a dominant parent brand association ( attribute/non-attribute based)   applies only when 
it is perceived as such by the consumer while the extension uses the core/family brand name. 
The variables used to measure changes in brand familiarity in the study are ‘Brand Experience 
Enhancement’ (BE), ‘Increase in Brand Interest’ (BI) and ‘Increase in Brand Purchase Intention’ 
(BPI).

Method of Data Collection & Sampling
The close ended questionnaire was prepared and administered to one hundred fifty business 

management students in Greater Noida employing convenience sampling. The responses are 
taken on a five point Likert scale with 1 signifying highly unrelated and 5 indicating very high 
levels of relatedness or 1 indicating high levels of disagreement and 5 indicating very high levels 
of agreement.

Proposed Hypotheses for Study
The hypotheses to be tested in the study are as follows:

H1: Relatedness in brand extensions has a significant impact on consumer’s core brand experience.

H2: Relatedness in brand extensions has a significant impact on consumer’s interest in the core 
brand.

H3: Relatedness in brand extensions has a significant impact on consumer’s intention to purchase 
the core brand.

Data Analysis
The data collected was analysed using electronic software (SPSS software) and statistical 

technique like Linear Regression and Spearman’s correlation for relationships. The reliability 
of the data was established through acceptable values of Cronbach alpha statistic (α>0.7). The 
arithmetic mean scores of relatedness for the proposed extensions have been presented in 
Table 1. The lowest score for product category relatedness is for the proposed extension of the 
brands ‘Airtel’ and ‘Reynolds’ into apparel and juices. The extension of the brand ‘Mortein’ 
into the product category of mosquito racquet is considered to be highly related in terms 
of product category. The same extensions are given the lowest as well as the highest scores by 
the respondents for relatedness in terms of functional benefits. ‘Bournvita’ energy bars and 
‘Hamleys’ video games are also rated high on the relatedness scores in terms of product category 
and functional benefits. ‘Mortein’s’ extension is rated high even in terms of relatedness in brand 
concept while the extension of ‘Airtel’ into apparel is rated the lowest. ‘Bournvita’ energy bars are 
rated the highest for the relatedness in sales channels while the extension of ‘ Airtel’ into apparels 
is rated perceptually the lowest on the basis of this parameter.
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Table 1: Relatedness scores for proposed brand extensions

Extension
Product Category 

Relatedness
Functional Benefits 

Relatedness
Brand Concept 

Relatedness
Sales Channel 

Relatedness

Tide fairness cream 1.825 1.85 2.3 2.525

Samsung travel bag 2.15 2.275 2.3 2.575

Reynolds juices 1.375 1.35 1.35 2.225

Mortein electric racquet 4.25 4.325 4.275 4.05

Madame perfumes 3.075 2.85 3.475 3.575

Mac handbags 2.2 2.275 2.675 3.125

HTC bags 1.9 1.875 2.075 2.175

Bournvita energy bars 3.725 3.95 4.175 4.125

Hamleys video games 3.575 3.575 3.775 3.675

Airtel apparel 1.375 1.25 1.275 1.575

The arithmetic mean scores of the variables measuring brand familiarity are presented 
in Table 2. The extensions of ‘Bournvita’ into energy bars and ‘Mortein’ into electric racquets 
are contributing the most to brand experience while the extension of ‘Airtel’ into apparel and 
‘Tide’ into fairness cream is not contributing amongst the proposed extensions as perceived by 
the customers. Interest in the core brand is generated the most in case of the extension of brand 
‘Bournvita’ into energy bars while the extension of the brand ‘Tide’ generates the least interest. 
The intention to purchase the brand is rated the maximum for the Mortein electric racquet while 
the extension proposed for the brand ‘Tide’ scores the least.

Table 2: Brand Familiarity scores for proposed brand extensions

Extension
Brand Experience 

Enhancement
Increase in Brand 

Interest
Increase in Brand 

Purchase Intention

Tide fairness cream 1.975 1.875 1.675

Samsung travel bag 2.9 2.9 2.725

Reynolds juices 2.025 2.125 1.9

Mortein electric racquet 4.3 4.075 4.225

Madame perfumes 3.775 3.85 3.825

Mac handbags 3.275 3.525 3.25

HTC bags 2.55 2.5 2.45

Bournvita energy bars 4.3 4.25 4.15

Hamleys video games 4.125 3.925 3.725

Airtel apparel 1.925 1.95 1.625

The Pearson correlation coefficients for the variables are indicated below in Table 3. The 
coefficients are negative ( though not statistically significant) for the variables ‘ intention to 
purchase the core brand’  of  the  extension of the brand Madame to perfumes  and the variables’ 
product category relatedness’,  ‘ functional brand relatedness’, ‘ brand concept relatedness’ and ‘ 
supply chain relatedness’. The ‘brand interest’ variable is correlated negatively with ‘ functional 
benefit relatedness for the extensions of brands ‘ Mac’ , ‘Reynolds’ and ‘Bournvita’. 
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Table 3: Correlations Coefficients

 PCR FBR BCR SCR

TideBE 0.74** 0.56** 0.72** 0.40*

Tide BI 0.56** 0.41** 0.55** 0.25*

TideBPI 0.34* 0.11 0.17 0.25

SamsungBE 0.31 0.34* 0.26 0.30

SamsungBI 0.43** 0.36* 0.57** 0.29

SamsungBPI 0.50** 0.46** 0.46** 0.34

ReynoldsBE 0.22 0.15 0.26 0.25

ReynoldsBI 0.05 -0.05 0.08 0.31

ReynoldsBPI 0.08 -0.04 0.06 0.39*

MorteinBE 0.32* 0.42** 0.54** 0.41**

MorteinBI 0.34* 0.33* 0.42** 0.42**

MorteinBPI 0.56** 0.53** 0.64** 0.52**

MadameBE 0.26 0.28 0.38* 0.32

MadameBI -0.12 -0.17 -0.08 -0.02

MadameBPI 0.24 0.03 0.07 0.02

MacBE 0.14 0.22 0.18 0.55**

MacBI 0.04 -0.08 0.14 0.24

MacBPI 0.25 0.10 0.31 0.25

HTCBE 0.45** 0.40* 0.56** 0.34*

HTCBI 0.02 0.09 0.19 -0.17

HTCBPI 0.45** 0.37* 0.54** 0.36*

BournBE 0.18 0.32* 0.04 0.11

BournBI 0.02 -0.02 0.01 0.15

BournBPI 0.29 0.09 0.24 0.24

HamleysBE 0.72** 0.67** 0.68** 0.69**

HamleysBI 0.5** 0.54** 0.71** 0.76**

HamleysBPI 0.48** 0.47** 0.65** 0.59**

AirtelBE 0.24 0.16 0.03 0.46**

AirtelBI 0.16 0.29 0.21 0.37*

AirtelBPI 0.22 0.28 0.24 0.32*

* indicates significance at 0.05 level (2 tailed)
** indicates significance at 0.01 level (2 tailed)

Results of Hypotheses testing
The hypotheses were tested using linear regression and the results are tabulated in Table 4. 

The table shows significant F statistic for the linear regression analysis for all the three models 
with Brand Experience (BE) , Brand Interest (BI) and Brand Purchase Intention(BPI) as  dependent 
variables. Therefore all the three hypotheses (H1, H2 and H3) are accepted. The value of R 
(correlation coefficient) is also high ( ≥0.6) with R square values indicating that the models 
are explaining 47.4%, 35.4% and 40.1% of the variance in the dependent variables BE, BI and 
BPI respectively. The Durbin Watson statistic is also close to 2 for the three regression analysis 
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indicating absence of auto-correlation. The variance inflation factor statistics also indicates the 
absence of multicollinearity. The coefficients of the variable FBR (functional benefit relatedness) 
was found to be negatively related to BI and BPI and not statistically significant for all the three 
models. The coefficient of the predictor variable PCR was positive and statistically significant for 
all the three models. The predictor variable BCR was statistically significant and contributing the 
maximum towards the dependent variable BI. The variable SCR was statistically significant and 
positively related to the dependent variables BE and BPI.

Table 4: Results of Regression Analysis

Coefficients of Predictor variables

S.No.
Dependent 

Variable
R R square

F 
statistic

Constant PCR FBR BCR SCR
Durbin 
Watson 
statistic

1 BE 0.688 0.474 38.971** 1.057 0.325** 0.109 0.174 0.179** 1.8

2 BI 0.595 0.354 23.728** 1.316 0.327** -0.121 0.332** 0.111 1.705

3 BPI 0.633 0.401 28.987** 0.962 0.498** -0.035 0.053 0.194** 1.514

** indicates significance at 0.05 level

Discussion of Results & Managerial Implications
The study presents forth certain interesting observations. The extension of the brand 

‘Bournvita’ was highly related in all the four dimensions but the variables used to measure brand 
familiarity displayed low values of the correlation coefficients with the variables measuring 
relatedness. On the other, the brand Mortein’s extension also was perceived to be highly related 
by the consumers in the list of extensions and the brand familiarity was significantly correlated 
with the measures of relatedness. The extension of the brand ‘Airtel’ into apparel products was 
rated very low on the relatedness parameters. However, the variables ‘brand experience’, ‘brand 
interest’ and ‘brand purchase intention’ were significantly correlated with the variable ‘relatedness 
in sales channel’. Though the extension of the brand ‘Tide’ into fairness cream was considered 
highly unrelated, yet there was a significant correlation between all the variables measuring 
relatedness and the brand familiarity variables – ‘brand experience’ and ‘brand interest’. All 
correlation coefficients are positive (except one) which indicates that an increase in any measure 
of relatedness leads to an increase in all the parameters of brand familiarity. The extensions of 
three brands namely, ‘Tide’, ‘Mortein’ and ‘Hamleys’ exhibit significant correlation coefficients 
between all variables measuring relatedness and brand familiarity. These extensions exhibit a 
range of mean scores for relatedness of 2.125, 4.225 & 3.65 and mean scores for brand familiarity of 
1.84, 4.2 & 3.925 for ‘Tide’, ‘Mortein’ & ‘Hamleys’ respectively. Thus high scores in relatedness are 
positively correlated with high scores in brand familiarity.

The results of the regression analysis present a clearer picture with the consumer’s perception 
of product category relatedness being the most important variable having positive and the 
maximum impact on brand familiarity.  Relatedness in terms of brand concept has a significant 
and large impact on raising the consumer’s interest in the core brand. A negative relationship was 
found between relatedness in terms of functional benefits and enhancement in consumer’s interest 
towards the brand or his/her brand purchase intentions. The brand experience and purchase 
intentions were found to be significantly enhanced due to the relatedness in sales channels. 
Overall the model suggests the maximum combined impact of the parameters of relatedness on 
the brand experience aspect of brand familiarity.
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The study though establishes the impact of perceived relatedness on the brand familiarity 
components; it is limited by the items on the scale and the product categories under examination. 
Further research may differentiate the category dominance of brands in the study and may include 
a wider range of product categories. 

Limitations of the Study & Scope of Future Research
The study is limited to the consumer product category for which the extensions have been 

proposed and the sampling used is also limited to the business management students in a specific 
geographical area. A comprehensive study on the role of relatedness on brand familiarity may also 
include the aspect of relatedness in terms of agents of brand endorsements e.g. celebrities.
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