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Abstract 
  
In recent years, brand extension has been a growth strategy which most firms appeal. It is because of 
that applying brand extension strategy while offering new products into the market helps to increase 
the acceptance of retailer and customer, and raises the possibility of success of firms. However, the 
success of brand extension strategy depends on proper implementation. To do this, the factors that 
have effect on brand extension strategy must be appropriately determined. In this study, it is tried to 
assert whether consumers’ perception of high brand equity has an effect on internalizing new products 
or services offered into the market through brand extension. In consequence of the analyses made, it is 
understood that new products or services of brands with high brand equity, which are offered into the 
market through brand extension and perceived as compatible with the parent brand, are more 
internalized by consumers. However, it is concluded that consumers’ perception of high brand equity 
isn’t effective on internalizing the products or services, which are offered into the market through 
brand extension but which are not perceived as compatible with the parent brand. 
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1. Introduction 
  
As an abstract entity which has been generated by marketing activities, brand equity is constituted by 
the assets and liabilities which increase or decrease the value of the products or services that a business 
offers to consumers, and which are based on distinguishing features of the brand such as name or 
symbol (Keller 2003). Strong brands have high brand equity. The brands with high brand equity have 
higher brand loyalty, more brand awareness, more perception of quality, higher brand associations, 
and other resources such as patent and channel relationships (Kotler et al. 1996). According to Keller 
(2000), the products which have high brand equity have some basic properties. These properties can 
be summarized as “the brand’s capability to offer the benefits more than consumers want and look for, 
to meet consumer demands changing in time, the persuasiveness of the relationship between the 
quality it offers and the price it demands in the sense of customer, having proper positioning on the 
value creation, the reliability of the brand, using integrated marketing communication in value creation 
and maintenance, better understanding of the brand’s meaning to consumers, and closely monitoring 
the brand equity and the changes in it”. Each brand is a structure that creates value for both firms and 
consumers through different ways. That consumers’ brand experiences are positive increases the brand 
equity and results in repetition of purchase behavior (Erdil and Uzun 2010). 
  
One of the most important assets of the firms today is brand equity. It can be seen that most firms 
benefit from these assets while offering new products or services into the market. Brand extension, 
which is described as a successful brand name’s effort to make changes in existing products or to use 
in a new product, is the leading strategy that businesses use to benefit from brand equity. In studies, it 
is claimed that the costs of developing a new product is high and that expenditures made are very risky 
since their return is not certain. Nonetheless, brand extension strategy is asserted to considerably 
decrease the costs and to increase the market success of a new product. Though brand extension is a 
very commonly used strategy, it has no guarantee of success. In a study made by Association of 
National Advertisers has been seen that 27 % of brand extensions have failed. Therefore, the 
businesses applying brand extension strategy should identify correctly the factors that can affect the 
success of brand extension.  
 



The aim of this study is to determine how consumers’ perception of brand equity affects internalizing 
the idea of brand extension. Accordingly, in this study, it is tried to indicate which products are 
internalized or not by consumers when a technology brand with a high brand equity uses brand 
extension strategies that are compatible with the parent brand (the idea of opening an airline) and not 
compatible with it (the idea of producing perfume).  
 
 
2. Literature Review 
 
 
2.1. Brand Equity 

 
Brand equity means that the unique, strong and positive sides related to the brand are explained by 
consumer perspective (Lee, Lee and Kamakura, 1996). In the studies in literature, the variables 
constituting brand equity are classified in four categories (Aaker 1991; Yoo, Donthu and Lee 2000; 
Krishnan and Hartline 2001; Baldauf, Cravens and Binder 2003; Pappu, Qester and Cooksey 2005). 
These categories are the perceived quality, brand loyalty, brand awareness and brand associations.  
 
2.1.1. The Perceived Quality  

 
The perceived quality is the consumer perception, which is related to the general quality or superiority 
of the brand compared to its competitors, in line with the aim of the product or service (Han 1998). 
The consumer perception towards the brand is an important factor of determining the value of the 
brand. Therefore, that the perceived quality of a brand is high contributes certain values to that brand. 
According to Aaker (1991), the brands with high perceived quality create a reason of purchasing for 
consumers since they become distinct from the likes. This provides the advantage of high price for the 
brand, increases the interest of distribution channels to the brand, and constitutes a basis for brand 
extension.  
 
2.1.2. Brand Loyalty  
 
Brand loyalty is that a consumer feels positive things about the brand, buys it more often than other 
brands and uses it long time (Odabaşı and Barış 2002). Consumers’ thinking that they could buy a 
product produced by a certain brand at a higher quality and lower price than the likes provides 
consumers to feel loyalty towards that brand. The consumers who feel brand loyalty add value to the 
brand by repurchasing the products of the same brand (Farguhar 2000).  
 
2.1.3. Brand Awareness  
 
The basic recognition of a brand can be provided by creating brand awareness. Awareness is that the 
brand gain a seat in consumer’s mind (Erciş, Yapraklı and Can 2009). Because of this, it can also be 
described as a consumer’s ability of recognition and remember a brand (Bayraktar 2010). Brand 
awareness is an important component of brand equity since it is related to the existence of the brand in 
consumers’ minds (Aktepe and Baş 2008). The other products of the brands with high-awareness, 
which would put on market by brand extension, are in more demand (Aaker 1996).  
 
2.1.4. Brand Associations  
 
Brand associations are the group of concepts and properties, which consumers refer to the brand and 
which they constitute in their minds. These associations are effective on that the properties related to 
the brand are stuck in consumers’ minds and remembered by them. In one sense, associations are main 
titles and keywords about the brand (Aaker 1996; Keller 1993).  
 
Sticking of brand association in consumers’ minds depends on how successful marketing efforts are 
(Dean 2004). The name, logo, and symbols of a brand are the elements of marketing efforts and the 



success of the brand is affected by that a good brand name has certain properties. These properties 
make easier to differ the brand from other brand names (Aktepe and Şahbaz 2010).  
 
 
2.2. Brand Extension  
 
Today, firms assume their brands as their most valuable assets (Aaker 1991; Yoo, Donthu and Lee 
2000; Krishnan and Hartline 2001; Baldauf, Cravens and Binder 2003; Pappu, Qester and Cooksey 
2005). This situation has made brand management necessary in the formation, maintenance and 
increasing power of brands. Because one of the important advantages of having a strong brand is to 
make easy the adoption of a new product, which is produced by using that brand name (Aaker and 
Keller 1990, 1992; Han 1998; Kim, Lavack and Smith 2001; Marangoz 2007; Smith and Park 1992). 
Brand extension has become a dominant strategy of new product since it decreases consumer risk and 
considerably reduces the costs of marketing promotion programs (Chang 2001; Cheng et al. 2000; 
Lee, Lee and Kamakura 1996; Martinez and Pina 2003). This is the main reason of that huge increases 
have occurred in brand extension in recent years (Keller 2003).  
Well-managed brand extension strategies not only offer new sources of income but also contribute to 
brand equity by making brand meaning stronger. Successful brand extensions satisfy the existing 
customers of a firm and get the firm gain new customers as well. Such a brand extension increases 
brand equity (Davis, 2002). If the brand equity of businesses increases, then the marketing expenses of 
the firm decreases by making the brand well-known by consumers and providing their loyalty (Kotler 
2005).  
 
With brand extension strategy, a firm aims that a new product more easily attains a place in the market 
and also it aims to make profit by increasing its current market share. However, this target also reveals 
the risk reduction of brand equity (Dacin and Smith 1994). A brand can lose its value in consumers’ 
mind due to the failure of brand extension (Kotler 2001). According to researches, brand equity is 
considerably damaged in consequence of brand extensions that are made at a lower value than the 
parent brand (Kim et al. 2001).  
 
Consumer perception of a firm is an important factor which effects brand extension evaluations. The 
positive connotations in consumers’ mind about the brand, their perception of brand as qualified, their 
level of knowledge, and their perceptions of products are important for consumers to accept of brand 
extension strategy (Ambler and Styles 1996; Reddy, Holak and Bhat 1994; Erdil ve Uzun 2010; 
Broniarczyk and Alba 1994; Kapferer 1992; Kotler 2005, 2010; Klink and Smith 2001).  
 
As seen in the review of the literature, the success of brand extension strategy is closely related with 
brand equity.  
 
 
3. The Aim of the Research  
 
The aim of this study is to determine how consumers’ perception of brand equity affects internalizing 
the idea of brand extension. Accordingly, in this study, it is tried to indicate which products are 
internalized or not by consumers when a technology brand with a high brand equity offers a product or 
service into the market that are compatible with the parent brand (the idea of open up an airline firm) 
and not compatible with it (the idea of producing perfume) through brand extension. The technology 
brand in the study is called as A.  
 
 
3.1. The Model and Hypotheses of the Research  
 



 

Figure1 Research Model 
 
In the direction of the aim and model of the study, the hypotheses have been designed as follows:  
 
H1: Consumers’ perception of brand equity has an effect on internalizing the products or services 
which are offered into the market through brand extension and perceived as compatible with the parent 
brand.  
 
H1a: The perceived quality has an effect on internalizing the products or services which are offered 
into the market through brand extension and which are perceived as compatible with the parent brand. 
  
H1b: Brand loyalty has an effect on internalizing the products or services which are offered into the 
market through brand extension and which are perceived as compatible with the parent brand. 
  
H1c: Brand associations and awareness have an effect on internalizing the products or services which 
are offered into the market through brand extension and which are perceived as compatible with the 
parent brand. 
  
H2: Consumers’ perception of brand equity has an effect on internalizing the products or services 
which are offered into the market through brand extension and which are not perceived as compatible 
with the parent brand. 
  
H2a: The perceived quality has an effect on internalizing the products or services which are offered 
into the market through brand extension and which are not perceived as compatible with the parent 
brand.  
 
H2b: Brand loyalty has an effect on internalizing the products or services which are offered into the 
market through brand extension and which are not perceived as compatible with the parent brand. 
  
H2c: Brand associations and awareness have an effect on internalizing the products or services which 
are offered into the market through brand extension and which are not perceived as compatible with 
the parent brand. 
 
  
4. The Method of the Research 
 
While selecting the technology brands in our study, 50 consumers have been applied pre-test. In this 
test, 10 technology brands in Turkey market have been chosen and the respondents have been asked to 
put in order the brands they like the most. In consequence of the test, the most liked brands have been 
used as base. Then, a pre-test has been applied to determine the technology brand which consumers 
like most and the products or services which they perceive the most and the least compatible. In 
consequence of the test, it is established that the product or service which is perceived the most 
compatible is the airline company, and that the product or service which is perceived the least 
compatible is perfume.  
 
The survey method has been used as data collection tool in this study. The survey is constituted by 
three sets of questions and there are 19 questions in total. The 13 questions of the scale of brand equity 
which Yoo, Donthu and Lee (2000) used are asked in the first set of questions of the survey, and the 



one question of the scale of brand extension which Keller and Aaker (1992) used in their studies and 
which brand extension is evaluated as a whole. Finally, there are 5 questions to determine the 
demographic characteristics of the respondents. The survey has been applied to 550 people. But 115 
survey forms were disannulled and 435 survey forms were included in the research. The data obtained 
from the survey were applied reliability test and multiple regression analysis.  
 
 
5. The Analyses of the Data  
 
5.1. Demographic Characteristics  
 
In the Table 1 is shown the demographic characteristics of the research sample.  
 
Table 1 Demographic Characteristics 
 

Demographics Groups Frequencies 
(n:435) 

Percentages  
(%) 

Gender Female 208 47,8 
 Male 227 52,2 
Age Groups 18- 26 214 49,2 
 27-35 144 33,1 
 36-44 42 9,7 
 45 and + 35 8,1 
Job  Civil Servant  208 47,8 
 Student  104 23,9 
 Self-Employment  40 9,2 
 Private Sector Employee  69 15,9 
 Retired  10 2,3 
 Housewife  4 0,9 
Income To 1500 TL 94 21,6 
 1001-1500 21 4,8 
 1501-2000 40 9,2 
 2001-2500 69 15,9 
 2501-3000 102 23,4 
 3001-3500 48 11,0 
 3501-4000 28 6,4 
 4001 and + 33 7,6 
Marital Status Married 166 38,2 
 Single 269 61,8 

 
As seen in Table 1, the 47.8 % of the responders are female and 52.2 % of them are male. According 
to the age groups, the responders are constituted by mainly 18-26 age group consumers, with the ratio 
of 49.2 %. Civil servants are predominating with 47.8 % in occupational distribution. The distribution 
of income status is seen between 2001-4000 TL, with the ratio of 56.7 %. In the distribution of marital 
status is constituted by married people with the ratio of 38.2 % and by unmarried people with the ratio 
of 61.8 %.  
 
 
5. 2. Descriptive Statistics on Research Variables  
 
The research variables are constituted by brand equity and brand extension groups. And brand equity 
consists of subgroups such as perceived quality, brand loyalty, brand associations and awareness.  
 



The average, standard deviation, and reliability coefficients (Cronbach Alfa) of brand equity variables 
are shown in the Table 2.  
 
Table 2 Descriptive Statistics of Brand Equity of A and the Brand Extension Variables 
 

 Variables  Average  Standard 
Deviation  

Cronbach Alfa 

Perceived Quality  
A is high-quality.  4,12 ,847 ,877 
The functionality of A is high.  3,92 ,907 ,914 
The reliability of A is high.  3,80 ,913 ,897 
A offers a well quality.  4,10 ,878 ,919 
A is low-quality.  1,63 ,847 ,893 
Brand Loyalty  
I am addicted to A.  2,51 1,089 ,831 
A is the first choice for me.  2,57 1,204 ,785 
I don’t buy other brands except for A.  2,41 1,121 ,840 
Brand Associations and Awareness  
I know A.  4,21 ,843 ,784 
I differ A from its competitors.  4,13 ,872 ,749 
I have information about A.  3,66 1,088 ,763 
I can easily remember some features of A.  3,89 1,048 ,750 
I can easily remember the symbol and logo of A.  4,56 ,781 ,792 
Brand Extension of A  
I try on perfume brand A.  2,55 1,204 ,800 
I try airline company brand A.  3,53 1,188 ,776 

 
The statement “A is high-quality.” has the highest average (4.12) among the statements about 
perceived quality. The statement “A is low-quality.” in this group is asked as a reverse question to the 
statement “A is high-quality.” As is seen, the perceived quality of the brand A is quietly high. The 
general reliability coefficient (Cronbach Alfa) of group is 0.916.  
 
The variable “A is the first choice for me.” has the highest average (2.57) in the group of brand loyalty 
of the brand A. The statements in this group are lower than the groups of the perceived quality of A 
and brand associations and awareness of brand A. The general reliability coefficient (Cronbach Alfa) 
of group is 0,962.  
 
The statement “I can easily remember the symbol and logo of A.” has the highest average in the group 
of brand associations and awareness of the brand A (4.56). Brand awareness and associations of the 
brand A has a quietly average. The general reliability coefficient (Cronbach Alfa) of group is 0.906. 
  
The variable “I try airline firm brand A.” has the highest average in the group of brand extension of 
the brand A (3.53). In other word, the variable that is compatible with the parent brand has the highest 
average. The general reliability coefficient (Cronbach Alfa) of group is 0.910.  
 
 
5. 3. The Effect of Consumers’ Perception of Brand Equity on Internalizing A New Product 
  
A multiple regression analysis has been made to examine the effect of consumers’ perception of brand 
equity on internalizing a new product, which is offered into the market through brand extension. 
  
The analysis has been started with the airline firm of brand A, which is perceived compatible with the 
parent brand. In this point, the airline firm of brand A has been analyzed as dependent variable; the 



perceived quality, brand loyalty, brand associations and awareness of the brand A as independent 
variables. The results of the analysis are shown in the Table 3.  
 
Table 3 Regression Coefficients and Anova Test Results of the Airline Company of the Brand A and 
Brand Equity Variables of the Brand A 
  
Dependent Variables:  
 A Airlines  Firm 
Independent Variables:  
A Brand Equity 

R R2 Adjusted R 
Square 

Std. Error of the 
Estimate 

,576 ,332 ,325 ,978 

ANOVA  Sum of Squares df Mean Square F Sig. 
Regression 193,219 4 48,305 50,552 ,000 
Residual  388,905 407 ,956   
Total 582,124 411    

 
In consequence of the analysis, the effect of the brand equity variables of the brand A on internalizing 
the airline company of the brand A is determined to be 33.2 %. Anova test shows that this effect is 
positive at the level of =0.01. The effect size of the model is at normal level since R Square is above 
0.30. Beta values of the variables in the model are shown in the Table 4.  
 
Table 4 Beta Values of the Airline Firm of the Brand A and Brand Equity Variables of the Brand A 
  
Dependent 
Variables:  
A Airlines Firm 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

 
 

t 

 
 

Sig. 

Collinearity 
Statistics 

B Std. Error Beta Tolerance VIF 
Constant -0,318 0,350  -0,909 0,364   
A perceived quality 0,265 0,077 0,163 3,466 0,001 ,798 1,355 
A brand loyalty 0,050 0,054 0,043 0,933 0,351 ,751 1,265 
A brand associations 
and awareness 

0,219 0,084 0,121 2,602 0,010 ,755 1,324 

 
As seen in the Table 4, the perceived quality (0.265) and brand associations and awareness (0.219) 
have been included in the regression model. But brand loyalty (0.50) is out of the model. Besides, 
when investigated the values of tolerance and VIF, the variables are seen not to be multicollinearity 
(Neter et al., 1995). The perceived quality, brand associations and awareness are effected on 
internalizing the products or services which are offered into the market through brand extension and 
which are perceived as compatible with the parent brand. In this situation, H1a and H1c hypotheses 
are accepted and H1b hypothesis is rejected. 
  
As last, A brand perfume which is not perceived compatible with the parent brand is analyzed. At this 
stage, A brand perfume is dependent variable; the perceived quality of the brand A, brand loyalty of 
the brand A, brand associations and awareness of the brand A are independent variables. The analysis 
results are shown in the Table 5. 
  
Table 5 Regression Coefficients and Anova Test Results of A brand perfume and Brand Equity 
Variables of the Brand A  
 
Dependent Variables:  
A Fragrance 
Independent Variables:  
A Brand Equity 

R R Square Adjusted R Square Std. Error of the 
Estimate 

,212 ,045 ,036 1,192 

ANOVA Sum of Squares df Mean Square F Sig. 



Regression 27,250 4 6,813 4,793 ,001 
Residual  578,466 407 1,421   
Total 605,716 411    

 
In consequence of the analysis, brand equity variables of the brand A has an effect of ,045 % on 
internalizing the idea of A brand perfume. Anova test shows that this effect is positive at the level of 
=0.01. But the effect size of the model is quietly low because R Square is below then 0.10. 
  
Beta values of the variables in the model are shown in the Table 6.  

 
Table 6 Beta Values of A Brand Perfume and Brand Equity Variables of the Brand A 
  
Dependent 
Variables:  
A Fragrance 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

 
 

t 

 
 

Sig. 

Collinearity Statistics 

B Std. 
Error 

Beta Tolerance VIF 

Constant 2,468 ,426  5,788 ,000   
A perceived quality ,194 ,093 ,117 2,078 ,038 ,089 13,233 
A brand loyalty ,141 ,065 ,118 2,162 ,031 ,063 21,542 
A brand associations 
and awareness 

-,326 ,102 -,177 -3,180 ,002 ,091 11,358 

 
As seen in the Table 6, the perceived quality of the brand A (0.194) and brand loyalty of the brand A 
(0.141) are included in the regression model of the brand associations and awareness of the brand A (-
0.326). But when analyzing tolerance and VIF values, the results are seen to be multicollinearity. 
Thus, the model is not accepted. That is, consumers’ perception of brand equity has not an effect on 
internalizing the products or services which are offered into the market through brand extension and 
which are not perceived as compatible with the parent brand. In this situation, H2a, H2b and H2c 
hypotheses are rejected. 
 
  
6. Conclusion 
  
The aim of this study is to determine how consumers’ perception of brand equity affects the idea of 
brand extension. Within this framework, the results achieved in the study can be summarized as 
follows: 
  
The basic point that makes brand extension strategies successful is the capability to constitute a 
healthy contact between the parent brand and the new product. The compatibility between the parent 
brand and the new product decreases the risk perceptions of consumers about the new product and 
provides them to have a positive idea in mind. In this regard, the idea of opening the airline company 
of brand A is significantly internalized but, on the other hand, the idea of perfume is not seen as 
positive. The cause of this is that the idea of opening an airline company is perceived as compatible 
with the parent brand. Aircraft industry has an image in consumers’ mind which requires an advanced 
technology and which contains complex systems. That a technology brand is perceived as to be able to 
use advanced technology and to overcome those complex systems is the common ground between 
these two sectors. For this reason, the idea of airline company has been considerably evaluated as 
positive by the responders. The idea of perfume, which has not evaluated as positive, is perceived not 
compatible with the parent brand, and a strong relation cannot be made between a technology brand 
and perfume. So, the idea of producing perfume has not been accepted. In the studies in literature 
made on the compatibility between the parent brand and the new product, it is suggested that the high 
compatibility is an important factor for consumers to internalize the new product (Boush and Loken 



1991; Park et al., 1991; Delvecchio and Smith 2005). Thus, the findings attained through the study 
support literature. 
  
Another important factor affecting the success brand extension strategy is to transfer the value which 
parent brand has into the new product. Brand equity provides in one hand that consumers to have 
positive idea about the new product; on the other hand, it strengthens the parent brand image. In this 
sense, the perceived quality, which is the first of brand equity components, is effective on internalizing 
new products or services in brand extension applications that are perceived as compatible with the 
brand A. That is, the more a brand is perceived as quality, the more its ideas of new products, which it 
offers into the market through brand extension, and which are perceived as compatible with the parent 
brand, are internalized. In the studies in literature is emphasized that the perceived quality is the most 
important one of the brand equity components and that it is the component which has the biggest 
effect on new product ideas (Han, 1998; Kim at al. 2001; Marangoz 2007; Smith and Park 1992; 
Völckner and Sattler 2006). Thus, this result supports the studies in literature. 
  
Brand loyalty, another brand equity component, is at lower levels comparing to others. Besides, in the 
analyses made, brand loyalty is not seen effective on acceptance of the idea of opening airline 
company. The cause of this is that the brand loyalty level of consumers, who internalize the idea of 
opening an airline company, is low.  
 
The last one of the brand equity components, brand associations and awareness has higher values than 
others. In consequence of the studies made, this component is effective on internalizing the idea of 
opening an airline company, which is perceived as positive by consumers. When investigated the 
studies in literature, brand associations and awareness is seen to form a basis for the creation of the 
perception of compatibility between the brand name and new product, based on correctly applying 
brand extension strategy (Low and Lamb 2000; Park et al. 1991; Pappu et al. 2005). That is, if a brand 
name creates associations and awareness, it is an excuse for consumers to buy the products in different 
product categories, which are offered into the market with the same name.  
 
According to the results of the study, the firms to apply brand extension strategies had better consider 
those effects because of the fact that the high-perceived brand equity and the compatibility between 
the parent brand and new product have an important effect on the success of brand extension strategy. 
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