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Abstract 
This study sets out to examine the effects of brand credence (i.e., brand credibility and country of origin), personal 
factors (i.e., consumer innovativeness and value consciousness) and perceived fit on consumers' evaluation of brand 
extensions. Additionally, this study takes into consideration the moderating role of perceived fit. A personnel-
administered questionnaire was designed using established scales and the data was collected via mall intercepts. 
Confirmatory factor analysis is used for model validity and hierarchical regression analysis was used to test the 
proposed hypotheses, with a sample of 421 shoppers in Malaysia. The results show that country of origin, brand 
credibility, consumer innovativeness and perceived fit have a positive effect on brand extension evaluation, whereas 
perceived fit does not moderate the relationship between credence factors and brand extension evaluation. The 
empirical findings of this study hold important implications for practitioners. Specifically, marketers should focus on 
developing a positive country of origin image and brand credibility to increase the chance of brand extension 
success. Personality traits of the target market such as consumer innovativeness and consumers‘ perceived fit 
between the extended and the parent brand should also be considered as these will have a bearing on brand 
extension evaluation success.  
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INTRODUCTION 
Many companies believe brand extension is one of the most effective strategies for the introduction of a 
new product. A large number of well-known brands (e.g., Virgin, Nike, Adidas, Coca-Cola, and Samsung) 
have extended their brand over time into different products under their more popular brand names (Jia & 
Wyer, 2017). The application of a reputable brand name to a new product allows a firm to capitalize on 
the equity of the original brand name and to capture new market segments (Dutta & Biswas, 2005; Mao & 
Krishnan, 2006; Reast, 2005). The brand extension may be in a different category from the firm‘s well-
known products. Most of the product developers are inclined toward brand extension to strengthen the 
success of a new product based on the associations and fit with the parent brands (Aslan & Altuna, 2010; 
Smith & Park, 1992). This strategy is extensively implemented based on the belief that the approach 
reduces the promotion costs and new product risks because the parent brand‘s equity may lend its 
strength to the extended brands (Viot, 2011; Vöckner & Sattler, 2007). A number of studies have found 
that consumers assess the brand extension as more credible than a new brand; this ultimately increases 
the success of brand extension (Mccarthy et al., 2001; Völckner & Sattler, 2006). However, a number of 
studies show that, when the brand extension is too different from the core brand values, it dilutes the 
parent brand image. It is reported that new product developers rely highly on a brand extension and 95% 
of consumer goods are launched in the market as brand extension (Somji, 2000). Yet there is an 84% 
failure rate of brand extension in some categories (Tait, 2001). Similarly, several scholars found the 
inverse effect of inappropriate brand extension on brand equity (Keller, 2003; Xie, 2008), the credibility of 
the parent brand (Serrao & Botelho, 2008), and the consumer‘s perception of a new product (Kim & 
Lavack, 1996).  
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To get deeper insight on this important issue, numerous studies have attempted to explain brand 
extension from different perspectives. Among these varied perspectives is the need for perceived fit 
between the parent brand and the new extension (Hem, de Chernatony & Iversen, 2003; Pina et al., 
2013) and the effect of the extension on the overall image of the parent brand, brand equity, and 
customer loyalty (Chang, 2002; Chen & Liu, 2004; Doraiswamy & Watchravesringkan, 2016; Kumar 
2005; Wu & Yen 2007). It appears from the aforementioned investigations that many studies have been 
conducted on the after-effects of the brand extension toward the parent brand and on the consumer 
feedback and response toward the extension. To our knowledge, little research has been conducted on 
the key factors for forecasting the success of brand extension.  

According to Aaker (1996) and De Chernatony et al. (2000), the association process of branding 
must link directly with consumers‘ preferences, including group affiliation. A considerable number of 
academic researchers suggested that the fit between the parent brand and the extension category is the 
most important factor in consumers‘ brand extension evaluation and for the success of the extension 
(Aaker & Keller, 1990; Park, Milberg & Lawson, 1991; Völckner & Sattler, 2007; Buil, de Chernatony & 
Hem, 2009). Similarly, Keller (1993) and Taute and Sierra (2014) argued that consumers‘ belief is not 
only derived from the company‘s brand but could possibly be influenced by other associations, especially 
consumer personality, attitude and credence factors. 

Credence factors include aspects that consumers rely on when there is information asymmetry 
about any new product. In such cases, credence factors play a critical role in consumer choice making 
(Sweeney, Soutar, & Mazzarol, 2008), in decreasing consumer potential risk (Murray, 1991), and in 
increasing product purchase potential (Peterson, 1989). Country of origin (COO), a credence factor, is 
often used for product evaluation prior to purchase (Bhakar et al. 2013; Goutam, 2017; Thøgersen et al., 
2017). A considerable amount of research has been published concerning the effect of COO on 
consumer decision making in different contexts (Goutam, 2017; Williamson et al., 2016). However, there 
remains much disagreement on whether COO has significant effects or no effect on the decision making 
processes of consumers (Herz & Diamantopoulos, 2013).  

Some scholars contend that COO plays a central role in consumer product evaluation and 
decision making processes (Josiassen & Harzing, 2008; Magnusson Westjohn & Zdravkovic, 2011). In 
contrast, based on a recent study, Samiee (2011) and Usunier (2011) argue that COO does not have a 
crucial role in consumer decision making and product evaluation processes. Herz and Diamantopoulos 
(2013) and Magnusson et al. (2011) have also responded by showing empirically that COO does not play 
an important role in the decision-making process of the consumer. A careful study of the literature reveals 
that COO has not been thoroughly investigated in brand extension evaluation because there is still a lack 
of studies that consider COO as a key determinant in the evaluation of the brand extension evaluation 
model. This could be critical because some researchers have argued that COO plays a role as important 
in the evaluation of brand image.    

Although brand credibility is considered the most important factor for the success of any brand or 
company, the outcomes of brand credibility remains to be questionable or unresolved, particularly in the 
context of brand extension evaluation. A credible brand offers consumers the assurance that the 
extended brand will carry the same characteristics and quality. Several studies were carried out to 
investigate the effect of brand credibility on consumer brand consideration set formation (Erdem & Swait, 
2004), purchase intention (Baek et al., 2010), and customer loyalty (Doraiswamy & Watchravesringkan, 
2016; Sweeney & Swait, 2008). A study by Erdem et al. (2002) has even suggested that brand credibility 
may act as a moderating variable on the relationship between product price and consumer utility. 
Nevertheless, few studies are to be found providing a detailed explanation of the effect of parent brand 
credibility on the evaluation of extended brands.  
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Personality traits have often been incorporated in past studies to ascertain the underlying 
characteristics that may contribute positively in the evaluation of the brand extension (Alexander & 
Colgate, 2005; Chang, 2002). The two personality traits reflected in the present study are consumer 
innovativeness and value consciousness. While Klink and Smith (2001) and Salinas and Pina (2009) 
studied the moderating effect of consumer innovativeness in relation to brand extension and other 
factors,  previous studies have not examined the direct effect of consumer innovativeness on brand 
extension evaluation. Consumer innovativeness is defined as the propensity of a consumer to shift from 
one service provider to another or from one seller to another when seeking new options or to purchase 
new products more often and more quickly than other people (Roehrich, 2004; Hirschman and Stern, 
2001). Value consciousness of an individual consumer relates to an individual‘s inclination toward risking 
money for a new product in an extended brand (Hofstede, 1991). These two personality traits will be 
examined in the current study.  

Brand extension strategy has appeared to be successful in some cases, but this strategic 
approach has proved unsuccessful when the brand is extended too far from its core brand values (Huang 
et al., 2017) and resulted in dilution of the parent brand image. Thus, it is also important to examine the 
moderation effect of fit between the parent brand and the brand extension to ascertain whether the 
credence factors are being moderated by the fit between the parent brand and the extended brand. 
Several studies found that a brand extension that provides a close fit to the parent brand is likely to 
receive favorable evaluation by consumers; the reverse is true if the fit is poor (Ahn et al., 2016; Huang, 
Jia & Wyer, 2017; Schwarz, 2004, 2012; Zhao & Xie, 2011). Carter and Curry (2013) indicated that the fit 
effects detailed in prior research might be misleading. In addition, several researchers noted that past 
studies have failed to consider the significant interactions among variables that might influence an 
extension‘s success (Ahluwalia, 2008; Monga & Roedder John, 2010; Spiggle, Nguyen & Caravella, 
2012). As a consequence, there is still a lack of clarity on the conditions under which fit will play a role 
(Ashraf & Merunka, 2013).  

This research adds a new aspect to the understanding of the effect of brand-extension fit: the 
researchers posit the key role of perceived fit as the moderating variable in examining the effect of brand 
credibility, country of origin, and brand extension evaluation. Past studies have generally concentrated on 
the direct relationship of perceived fit and consumers‘ evaluations (e.g., Chae, Li & Zhu, 2013). However, 
differentiating or distancing the extension from the parent brand through use of an advertising strategy 
can help resolve consumer perceptions of inconsistencies and can help minimize brand image dilution 
(e.g., Dall‘Olmo Riley, Pina & Bravo, 2013). According to Bridges et al. (2000), an elaborated advertising 
strategy can improve the perceived fit between an extension and a parent brand if it increases the chance 
that parent brand associations transfer to an extension. This view is supported by Carter and Curry 
(2013) who theorize that a greater perceived fit results in increased proximity of the nodes that represent 
the parent brand and the nodes that represent its extension in consumers‘ memory networks; thus, the 
more positive the perceived parent brand quality, the more an extension stands to gain. 

A recent study has highlighted the role of perceived fit, where brand responses will also depend 
on existing knowledge structures (i.e., how familiar consumers are with the placed brands) (Verhellen, 
Dens & De Pelsmacker, 2016). Poor perceived fit leads consumers to put the extension in a separate 
subcategory, limiting the transfer of meaning from the parent brand, regardless of whether the parent 
brand is of high or average quality.  Based on the aforementioned gaps, there is still a lack of clarity on 
the role of perceived fit (Verhellen et al., 2016). The present study aims to investigate the direct and 
moderating role of brand fit on the brand credence factors. 

Moreover, this study aims to explore the effect of brand credence and consumer personality traits 
on brand extension evaluation.  This study is important in a number of ways: It will give deeper insight 
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into the domain of brand extension and explore the key factors that underlie the success of brand 
extension. Brand extension has grown as an area of research (Keller, 2002). This study aims to provide 
valuable data and analysis for those who wish to explore brand extension. 
 
LITERATURE REVIEW 
Country of Origin (COO) has been an area of interest since the early 1960s and it is predicted to be a re-
emerging trend in the domain of marketing research. COO has been conceptualized and defined in more 
than 100 ways. Thakor (1996) defined COO as the particular country or region from which the brand or 
the products originated or where they are endorsed. Some researchers conceptualize COO as the 
country in which the company has established its corporate headquarters; that is usually the corporation‘s 
home country (Karunaratna & Quester, 2007) but sometimes firms place their headquarters in a 
developed country to associate their image with that country. A number of researchers who have studied 
COO in the context of products or services have stated that product origin has a positive impact on brand 
assessment (Thøgersen et al., 2017) and product attributes (Hong & Wyer, 1989). Also, COO's influence 
is more significant and positive for products that originate from developed countries as compared to those 
from developing countries (Agbonifoh & Elimimian, 1999; Demirbag & Glaister, 2010; Josiassen & Assaf, 
2010; Koubaa, 2008; Magnusson et al., 2011). 

Brand credibility is one of the biggest assets that companies own, although it may not be listed on 
the balance sheet. The concept is based on the idea of communicator‘s credibility and the believability of 
its claims (Hovland & Weiss, 1953); this foundation was later adapted by Erdem and Swait (1998, 2004) 
in the context of brand credibility. Credibility is defined as ―the believability of an entity's intention at a 
particular time and is posited to have two main components: the willingness (i.e., trustworthiness) and the 
ability (i.e., expertise)‖ (Erdem & Swait, 2004; Swait & Erdem, 2007). Prior studies suggested credible 
brands enjoy lower information gathering and information-processing costs and lower perceived 
uncertainty (Erdem & Swait, 2004). In terms of its outcomes, Sweeney and Swait (2008) found brand 
credibility as customer relationship management tool, which is related to overall customer satisfaction, 
commitment, word of mouth (WOM) and switching propensity. Recently, Jeng (2016) found, in the 
context of airlines, that brand credibility increases consumer purchase intention. 

Personality traits are factors that differentiate and distinguish one person from another; these can 
affect an individual‘s selection of stores, products, and services. These are ‗inner psychological 
characteristics that both determine and reflect how a person responds to the environment‘ (Kanuk & 
Schiffman, 2003).  Consumers with different personality traits have different behavioral intentions 
(Gountas & Gountas, 2007). Consumer innovativeness is defined as the propensity to purchase new 
products more often and more quickly than other people (Midgley & Dowling, 1978; Roehrich, 2004). 
According to diffusion theory, different people respond differently to new products (Gatignon & 
Robertson, 1985). Consumer innovativeness is basically associated with an inherent novelty-seeking trait 
in individuals. Moreover, those individuals who do not seek product information or feedback from their 
peers are seen as early adopters of the new products or services (Midgley & Dowling, 1978). Rogers 
(1983) stated that this trait of not seeking information from the social system is most common among 
consumers who are risk takers and who want to try out new products.   

Innovative customers, those who seek variety, have an intention to shift from one service provider 
to another or from one seller to another seller, searching for new options (Hirschman and Stern 2001). In 
addition, customers who are less prone to develop relationships are more inclined to switch from store to 
store. Previously, Homburg and Giering (2001) found empirical evidence that the relationship between 
customer satisfaction and customer loyalty is strongly influenced by characteristics of the customers. A 
number of studies have empirically linked consumer innovativeness with adoption of extended brands 
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(Goldsmith & Hofacker, 1991; Klink and Smith, 2001) and the success of brand extension (Völckner and 
Sattler, 2006). 

The notion of perceived value is commonly defined as a balance of the price that a consumer 
pays and the quality the consumer receives (Sweeney & Johnson, 1997; Zeithmal, 1988). It is also 
termed the ―value-for-money‖; however, some researchers are of the view that quality differs from value 
(Dodds et al., 1991). This is so because ―perceived value‖ includes both give and take, while ―perceived 
quality‖ refers only to what the consumer gets. Similarly, value consciousness has been defined as ―a 
concern for price relative to quality received‖ (Lichtenstein et al., 1993). Accordingly, Sharma (2011) 
suggested that value-conscious customers tend to be concerned equally about low prices and product 
quality. Prior literature has established links between value consciousness and involvement (Lichtenstein 
et al., 1990; Pillai & Jumar, 2012) and between value consciousness and purchase decisions (Cho et al., 
2006).  Interestingly, there are also studies that found value consciousness is negatively related to brand 
loyalty, particularly in price-competitive and dynamic marketplaces (Garretson et al., 2002; Ismail & 
Ismail, 2017). 

Perceived fit has received much attention in the context of brand extension. Many studies in the 
past have highlighted brand fit as an important factor in the success of brand extension (Aaker & Keller, 
1990). Perceived fit is generally defined as the level of similarity between the brand extension and the 
parent brand (Aaker & Keller, 1990; Monga & John, 2010). Researchers in the past have argued that the 
consumer response to an extended brand may depend on the degree of fit with the parent brand (Hill & 
Lee, 2015; Korpela, 2016). Similarly, Mustane (2007) emphasized that trust in one brand will be 
transferred to another brand if the brands are similar and have a high degree of fit. However, the 
importance of perceived fit is challenged by examples of companies that have successfully entered 
perceptually distant product categories.  

In fact, a few researchers have found that the perceived fit variable has no influence on how 
brand extensions are evaluated (Martínez & Pina, 2003). Hence, some studies have focused on the 
perceived fit as a moderator between the original brand characteristics and the brand extension 
evaluation (Ashraf & Merunka, 2013). The theory is that, if a company‘s activities are in line with the 
relationship norms, customers will support the company. If the company‘s actions depart considerably 
from the norms, committed customers are less likely to remain supportive and some of them may even 
retaliate. On the basis of these discussions and considerations, we extend the following hypotheses: 
 
H1:  Country of origin relates positively to brand extension evaluation. 
H2:  Brand credibility of the parent brand relates positively to brand extension evaluation.  
H3:  Consumer innovativeness relates positively to brand extension evaluation. 
H4:  Consumer value consciousness relates positively to brand extension evaluation.   
H5:  Perceived fit relates positively to brand extension evaluation.   
H6a-b:  Perceived fit moderates the relationship between (a) country of origin and (b) brand credibility, 

with brand extension evaluation. 
 

Based on the above literature review and hypotheses, Figure 1 below portrays how the variables 
discussed above are expected to interact.  
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Figure 1: Research Model of the Study 
 
METHODOLOGY 
 
Sample and Procedures  
We chose Malaysia as our empirical setting for this study. The state of Selangor was specifically selected 
because it is the most populous state in Malaysia. Moreover, the state is home to citizens from various 
backgrounds and regions across Malaysia. The unit of analysis for this study is individual consumers who 
have experience using or consuming different brands and have knowledge about the brands. For data 
collection, the mall intercept method is used. This method has the benefit of attaining adequate numbers 
of respondents in a short period of time and enable the researcher to explain the importance of the 
research to respondents (He et al., 2012). Five shopping malls were selected at random from a list of all 
mega shopping malls in Selangor; the five selected were Sunway Pyramid, IOI Mall, Mines Shopping 
Mall, Tropicana City Mall, and Empire Shopping Mall. Every third individual who crossed a designated 
spot outside the main entrance of the mall was approached and asked to participate in the study. To 
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increase reliability, data was collected at different times of day and on different days of the week, 
including weekends and weekdays (Aczel & Sounderpandian, 2009; Malhotra, 2010). Collecting data in 
this way reinforces the quality of the data and allows for generalization of the study result (Aczel & 
Sounderpandian, 2009; Malhotra, 2010). 

Four companies that are established and well-known in Malaysia – namely Apple, Lenovo, 
Nestle, and F&N – served as our focal brand for this study; we considered both durable and nondurable 
goods (Euromonitor International, 2017). The countries of origin of these companies include both 
developed and developing countries, which enabled us to achieve variation in the credence and image of 
country of origin construct. Additionally, to attain external validity, two brand extensions for each focal 
brand were determined through a pre-test of twelve hypothetical extensions. Each respondent was given 
a questionnaire asking about one brand. In the questionnaire, respondents were given a short 
introduction to the company with an extension scenario to allow them to reflect on the questions asked. 
For example: ―Nestlé is planning to introduce a new line of juice machines. These machines are multi-
purpose juicers and blenders. Company tests show that juice machines from Nestlé Juicers are reliable 
and durable. The juicers have a high capacity of extracting maximum nectar from the fruits. Nestlé 
Juicers will be available in different power watts.‖ 

Cattell (1978) and Comrey and Lee (2013) suggested 500 as a good sample size for most 
research problems and indicated that a sample size of 250 or 200 is still scientifically valid. We therefore 
distributed questionnaires to 550 shoppers. Large samples tend to minimize the likelihood of errors, 
maximize the accuracy of population estimates, and increase the generalizability of results (Liu, 
Loudermilk & Simpson, 2014). Approximately 447 responses were returned; this is a response rate of 81 
percent. Incomplete responses were removed, leaving 421 questionnaires available for data analysis.  

Among the respondents who participated in this study, 192 (45.60%) were male and 229 
(54.39%) were female. The respondents belonged to different age groups: 109 (25.89%) of the 
respondents were in the age group of 15 and 25; 169 (40.14%) were between the ages of 25 and 35; 114 
(27.07%) were between 35 and 45 years old; 59 (14.02%) of the respondents were 45 years old or older. 
The marital status breakdown of the respondents was: 169 (40.01%) were single and 252 (59.9%) were 
married. In terms of educational background, out of all the respondents, 235 (55.8%) have a diploma or a 
bachelor‘s degree, 145 (34.4%) hold a master‘s degree, 38 (9.02%) hold a MPhil/MS degree, and 3 
(0.71%) have a PhD. 

 
Measures  
All the constructs were measured on pre-established scales and construct items were anchored on a 
seven-point Likert scale ranging from 1 (strongly disagree) to 7 (strongly agree). Brand credibility scale 
consists of seven items covering two dimensions of brand credibility i.e., trustworthiness and expertise, 
and was adapted from Erdem & Swait (1998). A sample item is ―This brand (brand x) reminds me of 
someone who is competent and knows what he/she is doing‖. Country of origin credence scale consists 
of seven items was adapted from Yasin et al. (2007). A sample item is ―The country from which this brand 
(brand x) originates is a country that has high level of technological advancement‖. Value consciousness 
scale consists of three items was adopted from Burton et al. (1998). A sample item is ―When purchasing 
a product, I always try to maximize the quality I get for the money I spend.‖ Consumer innovativeness 
consists of four items adapted from Pina et al. (2010) and Roehrich (1995). A sample item is ―I am 
usually the first to try new products‖. Perceived fit consists of three items was adapted from Völckner & 
Sattler (2006). A sample item is ―The people, facilities, and skill used in making the original products 
(brand x) would be helpful to make the new product‖. Extension evaluation consists of four items adapted 
from Park et al. (1991). A sample item is ―I will be pleased with the introduction of this product‖. Prior to 
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analyzing the data, the validity of the constructs (CFA via Amos) was employed. To test the hypothesized 
relationships, hierarchical regression analysis with SPSS was used.  
 
Reliability and Validity  
The reliability assessment and validity of the scale properties was assessed with composite reliability and 
confirmatory factor analysis. To test internal consistency of construct measures, Cronbach‘s  alpha value 
(Cronbach & Meehl, 1955) is generally assessed to determine internal consistency of the scales. 
Cronbach‘s alpha values of above the threshold of .70 or at least .65 are considered reliable (Nunnally, 
1978). Reliability scores for the study constructs are adequate: brand extension evaluation (.78), country 
of origin (.90), brand credibility (.87), consumer innovativeness (.86), value consciousness (.76) and 
perceived fit (.70). Secondly, the loading of each item was tested with confirmatory factor analysis. As 
shown in Table 1, the loadings of individual items to their corresponding dimensions ranged from .69 to 
.96 which is in the acceptable range. Only two items that had low factor loadings were deleted from 
customer innovativeness construct. The validity of the items was also ensured as all the items in the 
model had factor loadings of above .70, or at least .65 and construct average variance extracted (AVE) 
value is equal to or higher than .50. The average variance extracted value shows the grand mean value 
of the squared loading of a set of indicators (Hair et al., 2014). In brief, AVE shows that latent variable 
shares more than 50 percent of its variance with the measurement items. The measurement model 
exhibited a reasonable fit with the sample data. 

Fit measures used to assess this model include Root Mean Square Error of Approximation 
(RMSEA), Comparative Fit Index (CFI), and Normed Fit Index (NFI). The results for the measurement 
model suggest good fit of the model to the data (Degrees of freedom = 9, p < .01, CFI = .92, GFI = .90, 
NFI = .90, AGFI = .85, RMSEA = .05). RMSEA value was below .08 threshold  (Byrne, 1998; Jöreskog & 
Sörbom, 2003), while values of overall fit (specifically CFI, GFI, and NFI) were all above the threshold .90 
for acceptable model fit (Byrne, 1998). Furthermore, the value obtained from Average Variance Extracted 
(AVE) and Composite reliability (CR) coefficient for each construct also demonstrated acceptable 
discriminant validity by exceeding the .50 and .60 threshold respectively (Hair et al., 1998). Variance 
explained (AVE) within constructs was above the variance explained across constructs which also 
confirms the discriminant validity between different factors (Voss et al., 2003). 

 
Table 1: Construct Measurement Summary 

 

No. Construct and Item Description Factor 
Loadings 

Country of Origin  (Yasin, Noor & Mohamad, 2007); (α = .90, CR = .91, AVE = .60)  

1. The country from which Nestle originates is a country that is innovative in   manufacturing.  .72 

2. The country from which Nestle originates is a country that has high level of technological 
advancement.  

.77 

3. The country from which Nestle originates is a country that is good in designing. .82 

4. The country from which Nestle originates is a country that is creative in its workmanship. .83 

5. The country from which Nestle originates is a country that has high quality in its workmanship.  .78 

6. The country from which Nestle originates is a country that is prestigious. .77 
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7. Nestle originates from a country that has an image of advanced country. .77 

Brand Credibility  (Erdem, & Swait, 1998); (α = .87, CR = .94, AVE = .69)  

1. Nestle reminds me of someone who is competent and knows what he/she doing. .78 

2. Nestle has the ability to deliver what it promises. .89 

3. Nestle delivers what it promises. .84 

4. Nestle product claims are believable. .81 

5. Nestle has a name you can trust. .88 

6. Nestle doesn‘t pretend to be something it isn‘t. .83 

7. Nestle is attractive. .79 

Consumer Innovativeness (Pina et al. 2010; Roehrich 1995); (α = .86, CR = .69, AVE.53)  

1. I am usually the first to try new products.  .77 

2. I buy new products before my friends and neighbors. .69 

Value Consciousness (Burton et al. 1998); (α = .76, CR = .76, AVE = .52)  

1. When shopping, I compare the prices of different brands to be sure I get the best value for 
the money.  

.79 

2. When purchasing a product, I always try to maximize the quality I get for the money I spend. .69 

3. When I buy products, I like to be sure that I am getting my money‘s worth. .71 

Perceived Fit (Völckner & Sattler, 2006); (α = .70, CR = .86, AVE = .68)  

1. Nestle is similar to the new product being introduced. .83 

2. The people, facilities, and skill used in making the original products of Nestle would be helpful 
to make the new product. 

.70 

3. My thoughts about Nestle are relevant to the new juicer machine that Nestle is introducing. .94 

Extension Evaluation (Park et al. 1991); (α = .86, CR = .95, AVE = .85)  

1. The new product by Nestle is a good Idea. .87 

2. New product introduced by Nestle is likable. .96 

3. I will be ―pleased‖ with the introduction of this product. .94 

4. If I was in market to buy a juicer, I would likely to buy Nestle‘s juicer machine. .92 

 
Note: Standardized factor loadings are reported. 

 
Results in Table 2 shows that the correlation between all variables is less than .50 whereas the 

highest value is r = .42, (p < .001) which falls within the tolerance range, and lower than the threshold of 
.80 as proposed by Bagozzi et al. (1991), suggesting that common method bias is not a threat to our 
data. All correlation coefficient values among the manifest variables are less than .90 (Hair et al., 2010), 
indicating no multicollinearity problem. 
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FINDINGS 
Table 3 shows the results of three hierarchal regression models. Model 1 illustrates control variables 
while Model 2 illustrates main direct effect relationships. Model 3 shows the overall relationships with 
interaction effects. The interpretation of the results is based on the comprehensive model, which is Model 
3. In our first hypothesis, we assert that country of origin of a brand will have a positive effect on 
evaluation of brand extension. The results show that country of origin has a significant effect (β = .04, t = 
1.98, p < .05) on brand extension evaluation. The results are significant and aligned with our 
expectations. Consequently, H1 is supported. In the second hypothesis, we expected that brand 
credibility of the parent brand will have a positive effect on evaluation of brand extension. The result 
shows that brand credibility has a significant effect on the evaluation of brand extension (β = .09, t = 2.43, 
p < .001). Therefore, H2 is supported.  We anticipated that the personal factors will have a significant 
effect on the evaluation of a brand extension; our third hypothesis states that value consciousness will 
have a positive effect on brand extension evaluation. The results, however, suggest that value 
consciousness does not have a significant effect on the evaluation of brand extension. Therefore, H3 is 
rejected. In hypothesis four, we assert that consumer innovativeness will have a significant positive effect 
on brand extension evaluation. The result shows that consumer innovativeness has a significant positive 
effect on evaluation of brand extension (β =.07, t = 1.95, p < .01). Therefore, H4 is supported. We 
proposed the perceived fit will have a direct effect on the brand extension evaluation. Results indicate 
that perceived fit has a significant effect on the evaluation of brand extension (β = .27, t = 7.02, p < .001). 
Therefore, H5 is strongly supported. The R square value is also increased from Model 2 to Model 3, 
which shows that these constructs contribute significantly to the model.  

In hypothesis six (a), we asserted that perceived fit will have a moderating effect on the 
relationship between country of origin and brand extension evaluation. The result reported in Table 3 
shows that perceived fit does not moderate the relationship between country of origin and extension 
evaluation. In hypothesis six (b), we argued that perceived fit will moderate the relationship between 
brand credibility and extension evaluation. However, the result did not produce any significant effect. 
Hence, H6a and H6b are rejected.   

 
Table 2: Descriptive Statistics and Correlation Matrixa 

 

Constructs 1 2 3 4 5 6 7 8 9 10 

           

Mean 5.06 1.54 2.29 1.60 1.55 5.23 5.21 4.79 6.25 3.79 

Standard Deviation 1.04 .49 1.04 .49 .69 .88 .83 .92 .78 1.51 

Extension Evaluation. 1.00          

Gender .098* 1.00         

Age .025 .005 1.00        

Marital Status -.013 .127** .616** 1.00       

Qualification -.139 -.140 .148** .314** 1.00      

Brand Credibility .415** .071 .047 .011 .066 1.00     

Country of Origin .377** .008 -.029 -.047 .007 .066 1.00    

Perceived Fit .660** -.003 -.027 -.039 -.050 .007 .355** 1.00   
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Value Consciousness .124** .083* -.053 -.041 .048 -.050 .216** .106* 1.00  

Consumer 
Innovativeness 

.264** -.041 .047* .070 -.036 .048 .145** .200** -.038 1.00 

 

a n = 421. 
* p < .05 (one-tailed). 
** p < .01 (one-tailed). 
Note: Seven-point scale used except for Gender, Age, Qualification, and Martial Status. 
 
 

Table 3: Regression Analysis with Interaction Effects (Standardized Regression) 

 

  Brand Extension Evaluation 

  Model 1  Model 2  Model 3 

Independent Variables  β t  β t  β t 

Controls          

Gender  .04 .78  .04 1.10 **  .04 1.12* 

Age  .02 -.45  -.01 -.01  -.01 -.02 

Marital Status  -.01 -.13  .02 .40  .02 .40 

Qualification  -.06 -1.35*  -.05 -1.66**  -.05 -1.65** 

Main Effects          

Country of Origin     .04 1.02*  .04 1.98** 

Brand Credibility     .09 2.52***  .09 2.43*** 

Value Consciousness     .01 .34  .02 .35 

Consumer Innovativeness     .07 1.94**  .07 1.95** 

Perceived Fit     .27 7.02***  .27 7.02*** 

Interaction Effects          

Country of Origin x Perceived fit      -.02 -.33 

Brand Credibility x Perceived fit      -.01 -.11 

R2  .03   .53   .53  

Adjusted R2  .02   .50   .52  

Change in R2     .49   .02  

F value  2.98***   50.61***   41.25***  

 
† p < .10; * p < .05; ** p < .01; *** p < .001. 
Note: Significant levels shown are one-tailed for hypotheses testing variables and two-tailed for controls. 
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DISCUSSION  
Brand extension has widely been accepted as the leading strategy for introducing new products. 
However, the failure rate for brand extensions is extremely high, in some cases up to 84 percent (Ernst & 
Young, 1999). Although many firms are aware of these figures, reliance on this strategy is still prevalent; 
figures are as high as 94 percent in FMCGs (Somji, 2000) and 80 percent of products, including general 
goods, are introduced in the market through brand extensions. The motivation to choose brand extension 
strategy over introduction of a new brand is related to the benefits attached to brand extensions, 
particularly marketing costs and other cost savings; parent brand enrichment; and attached benefits for 
operating businesses. For that reason, the rate of failure via brand extension strategies needs to be 
reduced in order to accrue commercial gains that ensure firm survival. This makes it imperative for 
practitioners and academics to uncover the factors that contribute to the success of brand extensions.  

The first objective of this study was to verify whether credence factors of the parent brand 
contribute to positive evaluations of the brand extension. Therefore, we assessed the impact of country of 
origin credence, and the result suggests that country of origin has a significant effect on positive 
evaluation of brand extension. This implies that, when a brand from a favorably-viewed country extends 
its brand to a new category of product, consumers will positively evaluate that extended product. One 
may infer that country of origin gives a sense of credibility over products extended by means of the brand 
extensions. This also suggests that promoting a country‘s image and its credibility can indeed help brand 
extensions succeed. The second credence factor assessed was brand credibility of the parent brand 
because this may also contribute to successful brand extensions. The result of the study suggests that 
brand credibility of a parent brand significantly promotes positive evaluation of brand extension. This 
comports with the findings of Völckner and Sattler (2006) who established that brand trust contributes to 
satisfaction, loyalty, and emotional commitment toward the brand. These results also imply that credence 
factors can diminish consumers‘ information asymmetry phenomena and vulnerability. Subsequently, 
consumers may feel that the product they are paying for is of reliable quality and worth their monetary 
investment.  

This study also attempted to assess the impact of key personal factors on the evaluation of brand 
extension. The two main factors that are related to consumer behaviour in the context of this study are 
value consciousness and consumer innovativeness. From the results, it was determined that value 
consciousness does not have a significant effect on brand extension evaluation. We had anticipated that 
consumers who are more value-conscious would trust a product launched with a familiar brand name and 
in association with familiar products. It is possible that consumers with high value consciousness may be 
wary of new products even if they trust the parent brand. Many would prefer to buy products with which 
they already have experience. Our result supports Hem et al. (2003) who suggested that, for many 
consumers, a brand extension is a risky choice because they have to try new things and adopt new 
systems.  

The second personal factor is consumer innovativeness. Our result shows that individuals who 
are more innovative in nature tend to evaluate a brand extension more favourably. The finding is 
consistent with the result of Hem et al. (2003) who studied this variable in the context of services. They 
suggested that consumer innovativeness can have a positive influence on consumer perception toward 
an extended brand. This may imply that innovative consumers are more comfortable with novel products 
and brands.  

Perceived fit is an interesting and well-researched phenomenon in the context of brand extension 
evaluation. In this study, we attempted to explore how perceived fit between the parent brand and the 
extended brand may affect brand extension evaluations. In this regard, we make an effort to assess both 
the direct effect of perceived fit as well its moderating role on the brand-related factors—namely, country 
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of origin credence and brand credibility. For the direct effect of perceived fit, the result suggests that 
perceived fit positively and strongly affects the evaluation of brand extensions. The results are aligned 
with an earlier study by Klink and Smith (2001).  However, the moderating role examined in this study 
provided somewhat unexpected results. The perceived fit does not moderate the relationship between 
both the credence factors and brand extension evaluation. The result does not correspond with the 
finding of Chung and Kim (2014), who analyzed brand fit moderation effect between brand trust and 
extension evaluation. We examined the moderation effect of brand fit with credibility factors; this study is 
the first of its kind. Moreover, these results imply that, when the country of origin holds credence and the 
parent brand has credibility in consumers‘ minds, consumers would likely evaluate the brand extension 
without considering the fit factor. This also suggests that such factors will continue to play a crucial role in 
the success of brand extension, particularly when the company plans to introduce a brand into a new 
category that does not fit with the parent brand (Wu & Yen, 2007).  
 
THEORETICAL AND MANAGERIAL IMPLICATIONS 
The present study contributes to empirical testing of conceptually-proposed relationships among the 
chosen constructs in the respective field. This study attempts to analyse the effect of credence and 
personal factors on the positive evaluation of brand extension, using a model that the authors believe has 
never been tested before. It provides important insight to academic researchers and propels empirical 
work in the domain of brand extensions.  

Categorization theory relates to how consumers integrate all the information they store in their 
minds about a brand family (or about country of origin) with the extended brand information, and how 
they create a belief about the new product. Drawing from the results, it seems that consumers tend to 
categorize different brands based on their experiences with these brands, especially with regard to 
country of origin. Additionally, we found that consumers formulate a schema about a brand and its 
country of origins. In brief, whenever consumers encounter a new brand extension, they use these 
schemas as foundations for their opinions about the new product. The study also analysed data through 
signalling theory and re-established the theory from the results; the results of the study suggest that, 
when consumers face information asymmetry, they tend to rely on signals in evaluating the product and 
they make judgments about the product. These signals help diminish the risks associated with trial of a 
new product in the market. Such signals entail country of origin credibility and brand credibility. If the 
brands have a sense of credibility, they will be evaluated positively. This behaviour pattern signifies the 
underlying concept of signalling theory.  

In addition to providing empirical evidence that verifies the theories, the study managed to identify 
important factors that contribute to the success of brand extension. This knowledge is critical because, as 
was discussed earlier, out of every 10 products launched in the market, 8 are launched through brand 
extensions (Ourusoff et al., 1992) but more than 50% of these products fall out of the market within 3 
years. This study presents a novel research approach via theory-development and theory-testing in the 
context of developing and promoting credence of the parent brand and other personal factors.   

These findings are particularly relevant for managers who oversee product development and who 
are responsible for developing branding strategies. This study identifies credence factors as key 
elements to nurture positive evaluation of brand extension and its success. The findings indicate that 
country of origin credence has a positive effect on the success of brand extension. Therefore, a manager 
ought to consider highlighting the country credibility features through the marketing mix when introducing 
brand extensions. A progressive country image should accompany brand extensions; focus should be on, 
for example, advanced technology and highly-skilled workforces. Favourable country perceptions are 
known to lead to favourable perceptions of associated attributes, such as product quality (Kinra, 2006). 
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For example, Japan is associated with quality electronics and Sweden is known for its high-end cars. 
Advertising in international markets should include strategies that promote the country of origin, which is 
an effective strategy to achieve sustained competitive advantage. International marketing strategies 
should be developed in a way that promotes both the brand image and the country of origin image; this 
approach will, in the long run, aid in the acceptance of new brand assortments launched with the brand 
name.  

Brand credibility of the parent brand also plays an important role in brand extension success. 
Brand credibility relies upon the trustworthiness of the brand and its expertise in delivering on its 
promises. It gives assurance to consumers that the brand they are buying is of good quality and they will 
not be cheated. When introducing a new brand extension in the market, the brand credibility of the parent 
brand is expected to carry over to the new brand. Brand credibility is effective particularly when 
consumers are risk averse and reluctant to try new products (Erdem et al., 2006). Managers should 
develop their marketing mix in a way that promotes their brand‘s credibility. They should also imbed its 
credibility in the minds of their consumers by continuously touting its promises in the marketing mix. 
Marketing campaigns should use communication strategies that candidly express the notion of brand 
credibility; for example, campaigns could use slogans such as ―Trust, Thy Name is X‖ or ―Trade with 
Trust‖. Developing brand credibility in this way will build the consumers‘ trust in the current line of 
products, and it will help ensure that newly-launched brands are approached with less trepidation. 
Developing credence in these ways will increase the chances of brand extension success.   

Another key implication of this study is that, while introducing an extension, managers should 
identify the target market and personal traits of their prospective target market. It is important to 
recognize that the target market of extended brands may differ from that of the parent brand. Consumers 
with innovative natures were also found to contribute to the success of brand extensions. The extensions 
themselves should be innovative and catch the attention of the consumer (Salinas & Perez, 2009). They 
can extend brands using personal or social attributes and it is best if extensions cohere with brand 
personality (Batra, Lenk, & Wedel, 2010). Moreover, our study reveals that perceived fit may affect the 
success of brand extensions. When extending a brand, managers should avoid stretching the new 
product features too far from the parent brand (Aaker & Keller, 1990; Keller, 2008). 
 
LIMITATIONS AND FUTURE RECOMMENDATIONS    
Although this study offers important findings for academics and practitioners, it does have certain 
limitations. First, the findings are based on hypothetical brand extensions that were of limited variations in 
brands and types of products. A wider range of extension scenarios might offer a deeper insight into how 
these constructs affect the success or failure of brand extensions. We feel that this study needs to be 
replicated using different product categories with low-fit and high-fit extensions; this will increase its 
external validity. Studying these constructs in the domain of service brands may produce additional 
insights because services tend to rely heavily on brand extensions. Many well-known service brands 
extend their brands to other type of services. Secondly, the hypotheses in this study were established 
through cross section data. Time series data may produce new insights along an extended period across 
multiple brand extensions; hence we can better understand whether these factors really affect brand 
extensions when brands are launched into the market. The study was limited to Malaysian market which 
has a different profile as compared to more developed countries. Therefore, conducting this study in 
Europe and US market may give a different perspective. Moreover, due to funds and time constrains, 
sample size was limited to a specific state in Malaysia. Mall intercept method is used for data collection 
which is a non-probability sampling method which is not as effective as probability sampling. Finally, the 
study did not produce any significant findings for the hypothesized moderating variables. Given the 
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importance of contingency approach in consumer studies, we feel that more research with moderating 
perspectives is needed to gain sound understanding of brand extension evaluations.   
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