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THE IMPACT OF BRAND FAMILIARITY, BRANDING AND DISTR IBUTION STRATEGY ON
LUXURY BRAND DILUTION

Fanny Magnoni, Cerag IAE Grenoble, Pierre Mendesiée University, France
Elyette Roux, Cergam IAE Aix-en-Provence, Aix-MaliseUniversity, France

INTRODUCTION

From the consumer point of view, step-down lineeaston is the launch of a new product, which izeieed as
lower quality than the other products a brand alyesells, in the category of the pre-existingrisrdMagnoni
and Roux, 2008). Although step-down line extensgonot a new business practice, it has greatlyesmed in
recent years to meet new market trends. Todayptimehasing power crisis and the democratizatiorthef
luxury sector attract more price-sensitive custameith lower-end products (Lipovetsky and Roux, 200
Kapferer and Bastien, 2008). Analysts have everritad a new category calldtibsstige, which stresses that
the prestige brand targets a mass market (Sileratel Fiske, 2003; Danziger, 2005). Accordinglygrenand
more fashion designers are launching lines, betva8eand 50% cheaper than the original lines, urideir
brand names. Ralph Lauren’s downward stretch fitoemetxclusive “Purple Label” to the casual “Poleelifs a
good example of this phenomenon. Likewise, Armaas Isix different lines that range from his couture
collection, “Giorgio Armani-Privé”, to the everydagportswear line, “Armani jeans” and even “Armani
Exchange” in some foreign markets. If Saint Launeas a pioneer with Saint Laurent Rive Gauche, thday
fashion designers are increasingly stretching thednds down (e.g., Galliano by John Galliano, Rauloe
Sister, Marc by Marc Jacobs, See by Chloé). Alttostep-down line extensions can use brand equity to
increase the brand'’s sales, it may also be a dangeatrategy (Aaker, 1997) that dilutes brand ggegpecially
for luxury brands (Kim and Lavack, 1996; Kirmangdél and Bridges, 1999; Kim, Lavack and Smith, 2001)
comparison to brand extension, step-down line exbenis a new research area where studies arévedyat
limited (Randall, Ulrich and Reibstein 1998; Taféichel and Rosa 2009; Hamilton and Chernev, 2020pns
and Pontes, 2010). Little is known about the feeklbaffects of this strategy on core brand equibira
consumer’s perspective. This article aims to evaeltize impact of a luxury brand’s step-down linge@sion on
consumer attitudes toward the core brand, takiig account brand familiarity, branding and disttibn
strategy as explanatory variables for the possiiblgion effects.

THEORETICAL FRAMEWORK AND RESEARCH HYPOTHESES
Impact of a luxury brand’s step-down line extensioron attitudes to the core brand

We refer to categorization theory (Rosch and Mer¢&75) and the models of schema change (Weber and
Crocker, 1983) to explain the impact of the stepaddine extension of a luxury brand on attitudewdad the
core brand. According to this framework, a brand s&chema (a cognitive category) that gathersntligidual’s
knowledge of the brand. Categorization and schdmearies can explain the core brand dilution thandr
extensions cause (Loken and Roedder-John, 1993eMil Park and McCarthy, 1997; Gurhan-Canli and
Maheswaran, 1998). Brand dilution refers to the atieg feedback-effects on the core brand beliefd an
attitudes. Both theories agree that the perceieedistency between the extension and the core limflndnces
attitude changes in response to brand extensiotighet these changes follow a process of assiwladind
accommodation (Park McCarthy and Milberg, 1993%kiAslation occurs when the brand extension is edht
consistent with the core brand and, therefore, do¢siffect it. On the other hand, accommodaticcuck when
the brand extension is not consistent with the dmend and, therefore, modifies attitudes towatddwo
models, which have received support in brand eidengsearch, can explain this modification of éxésting
schema: the sub-typing model and the bookkeepindein®eber and Crocker, 1983). The sub-typing model
suggests that an inconsistent extension is stared different schema, which explains why an incstesit
extension does not affect the core brand and iggnat products. In contrast, the bookkeeping maqueposes
that an inconsistent extension is integrated ih® eéxisting schema (i.e., the core brand) andsalterThe



consumer analyzes all information about the extensind the more inconsistent the extension is thighcore
brand, the more the core brand is modified.

Luxury brands exhibit an international awarenesd thcorporates, at the supply level, expertisapplied art
and human involvement in the creative process hatlis characterized, at the demand level, by potsdar
services that surpass function to meet aesthetidsnd_uxury brands are located at the top of tieegryramid
with prices that exceed those of products and lsravith comparable practical functions (McKinsey9@® The
differential dimensions of luxury brands includeditional or creative heritage, exclusivity or stilety,
excellent quality, high prices, hedonistic funcgpand conspicuous consumption (Garfein, 1989; Rb981;
Dubois, Laurent and Czellar, 2001; Lipovetsky aralR 2003; Wiedmann, Hennings and Siebels, 2008¢. T
step-down line extension of a luxury brand, whissatiates it with lower quality and more affordapieces,
can therefore damage the core brand (Keller, 198&)ording to the bookkeeping model, the decreagedity
of the step-down line extension appears as incmgisnformation and leads the consumer to reviieecore
brand at a lower level (Milberg, Park and McCarth997). In line with Kirmani, Sood and Bridges (299we
suggest that the step-down line extension of arlukuand will damage core brand evaluation (ilee, affective
component of the brand attitude) and propose thaxing hypothesis:

H1: The step-down line extension of a luxury branddaggative influence on core brand evaluation.
Moreover, consumers perceive the original prodatsiower quality when a step-down line extension is
launched (Wernerfelt, 1988). Flawed quality in aduct from the brand line can negatively affecesalf the
brand (Sullivan, 1990). In addition, Kim, Lavackdarsmith (2001) showed that core brand evaluation
(especially measured by purchase intention) deeseafter step-down line extension. Thus, we exfiedtthe
step-down line extension of a luxury brand will dega consumer purchasing intentions toward branduote
(i.e., the conative component of the brand attifubgpothesis H2 is as follows:

H2: The step-down line extension of a luxury brand &aegative influence on core brand purchasing

intention.

The determinants of the impact of a luxury brand’sstep-down line extension on core brand attitude

The branding strategy of a step-down line extengi@n, the brand name of the extension) and &gitution
channel are two strategic factors that can minindidetion effects (Kirmani, Sood and Bridges, 1999;
Olavarrieta et al., 2009). Brand extension studédsr to the sub-typing model to understand howliend
name of an extension influences dilution effectdl{dtg, Park and McCarthy, 1997). In contrast taeatension
that uses only the existing core brand name, absaihd strategy (e.g., Armani Exchange and Courtysrd
Marriott) helps the consumer to dissociate the resiten from the core brand. Consequently, the coesum
considers the extension a sub-type, which will toeesl in a distinct schema. Therefore, this separdimits
dilution effects. In line with the sub-typing modete propose that the deterioration of core bratithde will

be stronger when the step-down line extension adiiyet existing brand name rather than a sub-branten
Although, to our knowledge, the influence of distiion channels has not been tested, we can ussutie
typing model to propose that stronger dilution efffeappear when the step-down line extension i isothe
existing distribution channel rather than a segachiannel. Thus, we propose hypotheses H3a, H3b,add
H4b:

H3: When the step-down line extension uses the egidtrand name, there is a stronger decrease in
(H3a) core brand evaluation and (H3b) core branghasing intention than when the step-down linemsibn
uses a sub-brand name.

H4: When the step-down line extension is sold throtlgh existing distribution channel, there is a
stronger decrease in (H4a) core brand evaluatidn(lddb) core brand purchasing intention than whrenstep-
down line extension is not sold in the existingriisition channel.

One individual variable is also relevant to ourdstubrand familiarity. Brand familiarity correspondo the
number of brand-related experiences. The influerfideand familiarity has been investigated in bramtension
research (Sheinin, 2000; Martinez and de Chernat®®@4; Thorbjgrnsen, 200330th of the schema change
models can predict the role of brand familiaritydifution effects (Thorbjgrnsen, 2005). When bréauailiarity
is low, the information about brand extension et in a different schema that does not affectctre brand
(i.e., a sub-typing model). However, when brand ifianity is high, the consumer carefully analyzdse t
information about brand extension. When this infation is integrated into the existing schema, drges the
schema (i.e., the bookkeeping model). A consunadijsctive familiarity with the brand (i.e., the fauf being a
customer or not) also affects the dilution effekismani, Sood and Bridges (1999) found that, aftatep-down
line extension, the brand owners’ attitudes deeeasore than the non-owners’ attitudes. Finally,prepose
hypotheses H5a and H5b:

H5: When the consumer is a customer of the brandgprdstwn line extension causes a stronger
decrease in (H5a) core brand evaluation and (H8k8 brand purchasing intention than when the coesusn
not a brand customer.



METHODOLOGY
Product categories, selected brand and step-dowmé extension

We selected the Armani brand after a pre-test @ttliespondents to verify its prestige orientatMMe rated the
prestige orientation of the brand on a seven-pdikert scale that investigated the importance o th
characteristicduxury and status to the consumer when he purchases the brand (Ma®arthy and Milberg,
1993). As expected, we found that the mean of igestrientation for the Armani brand was high (5.73
Armani also presents the advantage of studyingibstep-down line extension that has been diseibabroad,
but not in France: the Armani Exchange line. Tine lis the most affordable Armani line and is abb0%o
cheaper than the Armani Jeans line. We used fadygts (dress, top, jean and shirt) and createdransreal
advertising visuals and Armani Exchange slogansxpmose the respondents to stimuli that are clogeaxket
conditions. The perceived quality of a product deseon both its perceived price and the consumer’s
information about its attributes (Chang and Wild894; Monroe, 1990; Zeithaml, 1988). Therefore, we
mentioned both the real prices of the productsndicate quality, and information on their physiediributes
(e.g., wool, silk, hand-washing or washing machif&) manipulate both modalities of the extensioanding
strategy (i.e., existing brand nawe sub-brand), we clearly mentioned that the produete sold either under
the existing brand nam@&iorgio Armani or under the sub-bran8rmani Exchange. To manipulate the two
modalities of the extension distribution channed, presented the products as distributed eith@rnnani stores
and luxury fashion brand stores (i.e., the existing channel) or Bpecialized stores Armani Exchange (i.e., a
distinct channel). We verified manipulation succedth a qualitative study with 25 respondents, dgised by
Perdue and Summers (1986).

Sample and data collection

We differentiated customers from non-customerstiidysthe influence of objective familiarity withdhorand.
We selected customer respondents just after thigiiswo the stores that distribute the brand dandugh a
“snowball” sampling process. The non-customers weaigersity students who agreed to participatdedtudy
outside their classes. It should be noted thatestisgdare a potential target for the Armani Exchdigein the
countries where it is sold. We used two filter diges to select only respondents who perceivedcaedse in
terms of quality and did not know the line ArmankcBange. The final sample was composed of 200
respondents who were equally distributed betweeh bwdalities of the two factors; branding stratemd
distribution channel. The sample was mixed (52.5é% rand 44.5% women) and relatively young (83% were
under the age of 35). We used the before-and-pftendo-experimental method to observe individuahges.
We created a questionnaire in two parts, and, thdaa test effect, we administered it with a oneelkwgap
between the first and the second parts. Each resmbiad only one treatment, an ad announcingativech of
the step-down extension, which we presented dbelyenning of the second patrt.

Measurement of variables

We measured one item that is related to a geng@ialom of the brand on a seven-point differentiainsuntic
scale to operationalize core brand evaluation, @ite affective component of attitude). We chosetam that
evaluates the opportunity of purchasing the brandaocseven-point Likert scale to measure the punehas
intention of the brand. These two items were mesbbefore and after the respondents were exposed to the
step-down line extension ad. We used the differdrstereen thesbefore andafter scores to operationalize the
evolution of the two components of brand attitudeo “yes/no” items measure a respondent’s objective
familiarity with the brand. According to Alba andutéhinson’s (1987) definition, the first item tatgethe
ownership of brand products, and the second tatigetsurchasing of brand products.

RESULTS
Impact of a luxury brand’s step-down line extensioron core brand attitude

We computed a Multivariate Analysis of Variance (MAVA) for repeated measures to evaluate the imphct
the step-down line extension on the two componeht®re brand attitude. We introduced two betwednjets
factors into the analysis, treatment (i.e., a nairariable with four modalities) and objective ftiarity with

the brand (i.e., customes. non-customer), to check the stability of the Hssurhe results indicate that the
effect of step-down line extension is significaRt< 72,108;p = 0.000), regardless of the statistic that is used
Step-down line extension did not have a signifidgatdgraction with the treatment (F < 2.8 0.05), but it did



have a significant interaction with familiarity €11.943;p = 0.000), which indicates that familiarity influees
the effect of step-down line extension.

As we expected, step-down line extension damagesfiective component of core brand attitude. i laa
significant negative impact on core brand evalua{BEV pefore= 5.40; BEVaser = 4.38; F = 121.588 = 0.000)
and explained 38.8% of the variance of evaluafidris result supports H1.

On the other hand, step-down line extension doésveaken the conative component of core branclditIt
had no significant effect on the purchasing intemtof the core brand (BRLiore= 3.92; BPler = 4.09; F =
1.778;p > 0.05). On the contrary, purchasing intentiordehto increase after the extensibiypothesis H2 is
therefore not supported. To better understand this result, we studied thienated marginal means of the
purchasing intentiorbefore and after the extension according to objective familiaritydaconducted paired
samplet-tests. Purchasing intention significantly decredaf® customers (Pletore= 4.49; Plager = 4.18, t =
2.002;p < 0.05), but it significantly increased for nonstamers (Phefore= 3.35; Plager = 4.00; t = -3.199p <
0.05). Therefore, our results did not support higpsis H2 because of a “cancellation” effect, whiaight be
attributable to the use of a student populatiotheéstudy. As we noted above, the Armani Exchaimgetargets
students as potential customers. If students kit Armani is launching a cheaper line, they migétmore
inclined to buy the brand's clothes, which haveobee more affordable for them. These conclusionpap
Huvé-Nabec and Fontaine’s (2003) findings on tistrifhution channel extension of a selective brand.

Determinants of the impact of a luxury brand’s stepdown line extension on core brand attitude

We examined hypotheses H3a-H5b with a 2x2x2 MANOWAtween-subjects) with two dependant variables
(evolution of evaluation and evolution of purchagsiintention). The between-subjects factors werendirey
strategy (i.e., existing brand nawe sub-brand), distribution channel (i.e., existifiguenelvs. distinct channel)
and objective familiarity with the brand (i.e., tuservs. non-customer).

The branding strategy of step-down line extensiad ho significant effect on the core brand evatuaf(iF =
0.037;p > 0.05) and the core brand purchasing intentiorr (8.221;p > 0.05). Contrary to the findings of
several brand extension studies, our results didfind the “isolating” effect of sub-brand strategihese
findings do not suppottlypotheses H3a and H3bHowever, our results did confirm our expectatiomsdore
brand evaluation, it decreases slightly when theresion is launched under the existing brand naingiding
brand name= ~1.034;A sup-brand= -0999)

Likewise, there was no significant influence foe tlistribution channel of the step-down line exigmgcore
brand evaluation: F = 2.00B8;> 0.05; core brand purchasing intention: F = ;@5 0.05). In other words, the
impact of the extension on core brand attitude domsvary with the distribution channel of the stipwn
extension.Hypotheses H4a and H4b are therefore not supportedAlthough these two strategic factors
(branding strategy and distribution channel) had daect influence, we nevertheless noticed sigaific
interaction effects in the two components of cawnid attitude.

Finally, a consumer’s objective familiarity withetbrand (customars. non-customer) had a negative influence
on the two components of attitude: core brand eatadn (F = 16.935p = 0.000) and core brand purchasing
intention (F = 14.173p = 0.000). The estimated marginal means showedagsdr deterioration with customers
than with non-customers for both components: coamdb evaluationA gients = -1.396;A non-cients= -0.637) and
core brand purchasing intentiof {ients = -0.310;A 1on-ciients= 0.650). These findingsupport hypotheses H5a
and H5b.

DISCUSSION AND CONCLUSION

This research provides a better understandingeofaédback effects of the step-down line extenesfaa luxury
brand on core brand attitudes. These findings sidbat the affective component of attitude (bramdluation)
deteriorates regardless of the consumer’s levabrahd familiarity but that the conative componebtaqd
purchasing intention) decreases for customers acr@ases for non-customers. Our research alsosasstte
influence of the branding strategy that the stepsrddine extension adopts, but we did not find thelating
effect of a sub-branding strategy. This resultpadrtant because managers often use sub-branttetchsdown
their brands. Nevertheless, our study identifies ititeraction effects between two strategic fagtbranding
strategy and distribution channel. A core branduat® is most damaged when a step-down line exdansi
launched under the existing brand name and solthénbrand’s existing distribution channel. Finalbyr

research proposes new insights on the role of bfamdliarity. Like Kirmani, Sood and Bridges (199%ur

research shows that core brand dilution dependtherlievel of a consumer’s objective familiarity Withe

brand.

However, our research is subject to some limitatiobe created ads from actual information elemenéxpose
the respondents to stimuli that approximated macdeetditions. Although we carefully checked the exid
variables related to the ad, we cannot ignore tssipility that these documents might have infl@shanswers.



Moreover, clothes are products whose use is “plublibus, it would be useful to investigate the feack
effects of step-down line extension when the prtsleé luxury brands are used in “private” situatofe.g.,
underwear, body care and skin care products) tnarservice sector (e.g., luxury hotels, restasrant credit
cards such as American Express). A brand’s vertaage (i.e., the different quality levels it caseand the
number of product categories it occupies could aféect the effects of dilution. Therefore, futwteidies could
compare the feedback effects for brands that havernlaunched step-down line extensions (e.g., Budth

brands that are vertically extended (e.g., Armarinally, other explanatory variables need to besgtigated.
For example, Buil, De Chernatony and Hem (2009stiat feedback effects of brand extensions on boaed
equity differ across countries. Thus, it would beefesting to analyze the influence of culture éntical line
extension research.
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