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ABSTRACT 

 

An individual’s level of uncertainty avoidance impacts brand extension evaluations but 

uncertainty avoidance is composed of two sub-dimensions: risk aversion and ambiguity 

tolerance. This study finds high uncertainty avoidance individuals prefer extensions from broad 

breadth brands over narrow brands which conflicts with prior studies and this finding holds 

across sub-dimensions.  

 

 

INTRODUCTION 

 

Introducing a brand extension is a strategic but risky endeavor. Extensions build upon the parent 

brand’s equity and can benefit from positive attributes transferring to the extension (Boush & 

Loken 1991; Keller 1998; Milberg, Park & McCarthy 1997; Nijssen & Agustin 2005). Thus, the 

expected promotional costs are lower and trial rates are higher for brand extensions than when 

introducing the product under a new brand (Keller 1998; Keller & Aaker 1998; Klink & Athaide 

2010). However, to obtain these benefits the parent brand’s image and future sales are offered as 

collateral (Dacin & Smith 1994). Brand image can be unintentionally adjusted due to a change in 

the portfolio composition or worse the image can be negatively impacted if the extension fails 

(Keller 1998; Milberg, Park & McCarthy 1997). Prior research has found that brand extension 

attitudes fluctuate across countries (Bottomley & Holden 2001; Buil, de Chernatony & Hem 

2009; Martínez, Montaner & Pina 2009). Additionally, openness to innovation has also been 

found to impact extension evaluations (Klink & Athaide 2010); and, innovation acceptance and 

uncertainty avoidance are both cultural and personality traits (de Mooij 2004; Xie 2008). 

Therefore, understanding how uncertainty avoidance tendencies vary across consumer markets is 

a vital concern for brand managers. 

 

Current research has established that consumers’ uncertainty avoidance tendencies impact brand 

extension evaluations; but, uncertainty avoidance is composed of two sub-dimensions: risk 

aversion and ambiguity tolerance (Sharma 2010). Despite repeated calls for in-depth 

investigations into culture’s role on new product introductions (Bottomly & Holden 2001; Buil, 

de Chernatony & Hem 2009; Laroche 2007; Xie 2008) the authors are unaware of any study that 

investigate the role these sub-dimensions have on extension similarity, portfolio breadth and 

attitude ratings. In particular, Henseler and colleagues (2010) found that consumers’ level of 

uncertainty avoidance impacts extension evaluations. However, they provided no insight into 

which component of uncertainty avoidance leads to evaluation variations.  
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Additionally, prior research has found that consumers prefer similar extensions from brands with 

a narrow portfolio and dissimilar extensions from wide breadth brands (Boush & Loken 1991). 

However, there is limited research on the impact uncertainty avoidance and its sub-dimensions 

have on brand extensions from parent brands with varying portfolio breadth. Thus, this paper 

continues to advance the understanding of brand extension acceptance at both the higher 

uncertainty avoidance level and at the sub-dimension level and on parent brands with varying 

product portfolios breadths. 

 

Accordingly, a review of the current understanding of brand extensions is presented. Then, the 

methodology and data analysis sections are detailed. The paper concludes by summarizing the 

major findings and offering future research ideas stemming from potential study limitations.  

 

EXTENSIONS AND UNCERTAINTY AVOIDANCE 

 

Uncertainty Avoidance 

 

Categorization theory, the underlying assumption behind brand extension research, argues that 

the positive associations of the parent brand will transfer to the new, extended product (e.g.: 

Boush & Locken 1991; Klink & Smith 2001; McCarthy, Heath & Milberg 2001; Völckner & 

Sattler 2006). The importance of categorization theory is supported by the consistent finding that 

the more similar the extension is to the parent brand the higher extension favorability (e.g. Aaker 

& Keller 1990; Keller & Aaker 1998; Völckner & Sattler 2007). While it has been argued that 

consumers might view the firm as lacking the manufacturing skills necessary to produce a 

quality product if the extension is too dissimilar from the parent brand (Aaker & Keller 1990), 

more recent research indicates that the lack of similarity limits the formation of attribute 

transferring schema between the parent and extension (Lau & Phau 2007), as categorization 

theory argues. Thus, the more distant the extension the more likely consumers form extension 

valuations considering a limited amount of parent brand attributes creating purchase risk thereby 

elevating the importance of uncertainty avoidance.   

 

A respondents’ level of uncertainty avoidance (UNA) reflects their willingness to try new 

products and extensions. In particular, consumers from cultures with low UNA tend to be more 

accepting of brand extensions, regardless of fit, over consumers from a culture with high UNA 

(de Mooij 2004; Henseler et al. 2010; Klink & Athaide 2010; Klink & Smith 2001; Xie 2008). de 

Mooij (2004) and Klink and Smith (2001) argue that consumers who are open to innovation and 

accept uncertainty are less concerned with a lack of information prior to making a decision. 

Current research indicates that consumers more accepting of innovation provide more positive 

attitude ratings for both similar and dissimilar extensions. Additionally, it should be noted that 

this study measures extension attitude with behavioral-based indicators related to product 

purchase which should favor risk taking consumers. Accordingly, the following dual-hypothesis 

is proposed: 

 

H1: Low UNA respondents will provide higher extension attitude ratings than high UNA 

respondents when rating similar (dissimilar) extensions. 

  

Uncertainty Avoidance Sub-dimensions 
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Uncertainty avoidance can be decomposed into two sub-dimensions: risk aversion (RSK) and 

ambiguity tolerance (AMB) (Sharma 2010). Prior research has suggested that the acceptance of 

risk is the primary driver for consumers’ acceptance of distant extensions (Henseler et al. 2010; 

Klink & Athaide 2010) however no study has directly investigated the impact of these two 

positively correlated uncertainty avoidance sub-dimensions. Thus, hypothesis one investigates 

these sub-dimensions at the aggregated level and the following hypothesis address the sub-

dimensions individually. 

 

It is commonly accepted that trying a new product is risky. Further, it is argued that early 

adopters tend to be more open to risk (Yorkston, Nunes & Matta 2010). This study 

conceptualizes risk aversion as “the extent to which people are reluctant to take risk or make 

risky decisions” (Sharma 2010, p. 791). Under this conceptualization, extensions lacking a 

perceived fit could be risky to purchase because there is less information transference to base a 

decision. Then, this lack of information generates purchase risk impacting extension evaluations. 

For similar extensions, less RSK respondents will provide higher favorability ratings because 

they are comfortable with the risky decision. Further, for dissimilar extensions the difference 

between low and high RSK respondents should be more pronounced; again, because these 

consumers are not as impacted by the lack of information transference. Accordingly, the 

following hypothesis is proposed: 

 

H2: Low RKS respondents will provide higher extension attitude ratings than high RSK 

respondents when rating similar (dissimilar) extensions. 

 

Prior research (e.g. Henseler et al. 2010; Yorkston, Nunes & Matta 2010) has not distinguished 

between acceptance of risk and acceptance of ambiguity but rather use the concepts 

interchangeably. However, Henseler and colleagues (2010) and de Mooij (2004) indicate that 

avoidance of ambiguity leads to lower rates of new product acceptance. Sharma (2010) 

operationalizes ambiguity as “the degree to which people can tolerate ambiguity and uncertain 

situations” (p. 791). Thus, trying a new extension creates a situation in which the performance 

and quality levels are ambiguous. Further, as the perceived similarity between a parent brand and 

extension decreases, ambiguity related to perceived product performance should increase due do 

the reduced amount of parent brand attributes transferring to the extension. Therefore, the 

following hypothesis is proposed: 

 

H3: Low AMB respondents will provide higher extension attitude ratings than high AMB 

respondents when rating similar (dissimilar) extensions. 

 

Portfolio Breadth 

 

Prior research has found that portfolio breadth also impacts extension favorability ratings. In 

particular, Boush and Loken (1991) found that similar extension from narrow portfolio brands 

receive higher favorability than from broad breadth brands, with breadth measured by size of 

product portfolio not brand image. Conversely, they found that dissimilar extensions received 

higher favorability ratings when introduced by broad breadth brands over narrow brands. The 

enhanced extend-ability of broad brands can be attributed to consumers interpreting past success 
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as an indicator of ability to produce quality products (Aaker 1996a) and developing more 

attribute transferring schema, collectively across numerous products. Thus, narrow and broad 

breadth brands benefit from their size, albeit under different circumstance. However, prior 

cultural studies typically don’t distinguish between portfolio breadths (e.g. Henseler et al. 2010; 

Martínez, Polo and de Chernatony 2008) and, thus, have neglected investigating the effect 

portfolio breadth and uncertainty avoidance have on extension evaluations. Maintaining 

consistency with prior findings the following hypotheses are proposed:  

 

H4a: When rating similar extensions, respondents will provide higher extension attitude 

ratings for narrow breadth brands than broad brands, regardless of uncertainty 

tendencies. 

H4b: When rating dissimilar extensions, respondents will provide higher extension 

attitude ratings for broad breadth brands than narrow brands, regardless of uncertainty 

tendencies. 

 

METHODS AND DATA COLLECTION 

 

Pretests 

 

To determine the global brands and extensions for those brands, a series of pretests were 

conducted based on Martínez, Polo and de Chernatony (2008). In pretest one, international 

graduate students (n = 33), who were specifically sought out to obtain a wide range of global 

brands, were asked to write down two global brands, one narrow and one broad portfolio brand. 

Next, the respondents listed two similar and dissimilar extensions for each global brand. The 

pretest resulted in two narrow and three broad portfolio brands to be tested in pretest two. In 

pretest two, another group of international graduate marketing students (n = 44) rated one narrow 

and one broad breadth brand and the fit of their respective extensions. Extension similarity was 

measured using one global similarity indicator. The respondents also rated the perceived 

portfolio breadth in terms of size: two indicators to measure portfolio breadth (To your 

knowledge, (parent brand) sells products in how many different product categories?; Do you 

consider (parent brand) to have a related or unrelated product portfolio?) were original to this 

study. The third indicator for portfolio breadth was based on Martínez, Montaner and Pina 

(2009) and Boush and Loken (1991) (How many products does (parent brand) sell?). Nestlé was 

selected to be the broad brand with a similar extension of nutritional snacks and a dissimilar 

extension of watches. Coca-Cola was selected to be the narrow brand with juice and mobile 

phones as the similar and dissimilar extensions respectively. Real global brands were used 

because they improve the validity of the extension evaluations (Dacin & Smith 1994; Völckner 

& Sattler 2006). The complete questionnaire was tested with a small group of international MBA 

graduate students before being fully implemented.   

 

Survey Design 

 

The complete survey packet was primarily composed of existing scales; only the two indicators 

for portfolio breadth are original to this study. The survey packet contained additional constructs 

for use in another study, such as measuring parent brand image. The main constructs used in the 

study and their sources are included in table 1.  
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Table 1: Main Construct Indicators 

Construct Source Indicator Scale 

Perceived 

Fit 

Monga & John 2007 How consistent do you feel (extension) with the 

other products offered by (parent brand)? 

7pt Likert: very 

inconsistent-very 

consistent 

Keller & Aaker 

1992; 

Diamantopoulos, 

Smith & Grime 

2005 

How logical is selling (extension) for (parent 

brand)? 

7pt Likert: not at all 

logical-very logical 

How good/bad is the fit between (parent brand) 

and (extension)? 

7pt Likert: very 

bad-very good 

Diamantopoulos, 

Smith & Grime 

2005* 

Overall, how would you rate the similarity of 

(extension) to the products currently offered by 

(parent brand)? 

7pt Likert: very 

dissimilar-very 

similar 

Extension 

Attitudes 

Aaker 1996b How likely are you to recommend (brand 

extension) make by (parent brand) to others? 

7pt Likert: not very 

likely-very likely 

Aaker & Keller 

1990; Klink & 

Smith 2001; 

Martínez, Polo & de 

Chernatony 2008  

How likely would you be to try a (extension) sold 

by (parent brand) assuming that you are planning 

to purchase a product in this category?   

7pt Likert: not very 

likely-very likely 

Indicate how favorable you are towards (extension) 

made by (parent brand)? 

7pt Likert: not at all 

favorable-very 

favorable 

McCarthy, Heath & 

Milberg 2001 

How likely would you be to buy a (brand 

extension) made by (parent brand), if you were on 

vacation, and you needed to buy a (extension)? 

7pt Likert: not very 

likely-very likely 

*Global perceived fit indicator used in pretest 2. 

 

In the first part of the survey respondents answered questions related to the parent brand. Then, 

they were presented with one potential extension and answered questions related to the 

extension. Lastly, the respondents filled out Sharma’s (2010) cultural measurement scale, 

followed by a few demographic questions (gender, age, nationality). Sharma’s scale consists of 

40-items. For this study four indicators were used to measure RSK and four indicators for AMB, 

the two sub-dimensions of uncertainty avoidance; thus, UNA was measured by combing these 

eight indicators. 

 

Data Collection 

 

The sample consists of 146 international students enrolled in an MBA program in Barcelona, 

Spain. Three respondents did not complete the individual cultural scales; therefore the final 

sample size was 143 subjects from forty different countries and five continents. International 

students were preferred since a wide variance in uncertainty avoidance dimensions could be 

collected and to reduce any home-country bias towards the global brand.  

 

DATA ANALYSIS 

 

Manipulation Tests 
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The data was first analyzed to determine if the portfolio manipulation was effective. The data 

confirmed that the respondents viewed the narrow brand has having less products than the broad 

brand. The other manipulation to be checked was the extension similarity ratings. The four fit 

indicators were averaged into one composite score, with a Cronbach’s Alpha of .953. The means 

were compared using an independent samples test. The results indicate the perceived fit was 

successfully manipulated, (t(141) = 17, p > .00) with reported means of Msim = 4.38, Mdis = 1.61. 

 

Extant Confirmation 

 

Existing research indicates similar extensions receive higher attitudinal ratings (e.g. Völckner & 

Sattler 2007). The four extension attitude indicators were averaged to form a composite attitude 

score, with a Cronbach’s Alpha of .898. The data confirms prior findings, (t(141) = 12, p > .00), 

with favorability means of Msim = 4.22, Mdis = 2.09. Overall, the survey successfully manipulated 

the portfolio and extension similarity variables as well as providing initial results consistent with 

established literature.  

 

Uncertainty Avoidance 

 

Respondents’ self-reported uncertainty avoidance scores were averaged and coded into dummy 

variables. A conservative median split analyses (Monga & John 2007) to classify respondents as 

either high or low on all three studied cultural dimensions was used: UNA with a Cronbach’s 

Alpha of .826, RSK with a Cronbach’s Alpha of .745, and AMB with a Cronbach’s Alpha of 

.795. Additionally, a PCA on uncertainty avoidance resulted in a two factor solution explaining 

60% of the variance, further supporting the two dimensionality of UNA. To test our first 

hypothesis we performed two separate independent samples tests. The first tested low (n = 42) 

and high (n = 22) UNA respondents’ attitude ratings for similar extensions. As expected, the 

results indicated a difference, albeit insignificant, in means between raters, (t(62) = -1.08, p = 

.29), with favorability means of MlowUNA-Sim = 4.44, MhighUNA-Sim = 4.11. A similar analysis was 

performed for dissimilar extensions, the difference between favorability ratings between low (n = 

27) and high (n = 52) UNA respondents was minimal and insignificant, (t(77) = -.50, p = .62), 

with attitude means of MlowRSK-Dis = 2.02, MhighUNA-Dis = 2.13. 

 

Risk Aversion 

 

The above test was repeated, by classifying respondents as either low or high RSK, a sub-

dimension of UNA. As with UNA, respondents with low (n = 29) RSK rated similar extensions 

higher than respondents with high RSK (n = 35), (t(62) = -1.46, p = .15), MlowRSK-Sim = 4.46, 

MhighRSK-Sim = 4.03. When rating dissimilar extensions, low RSK (n = 34) indicated being less 

favorable toward the extension than high RSK (n = 45), (t(77) = -1, p = .33). This statistically 

insignificant result is contradictory than expected, with means of MlowRSK-Dis = 1.98, MhighRSK-Dis 

= 2.19. 

 

Ambiguity Avoidance 
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The data was analyzed to determine if respondents’ AMB impact extension evaluations. For 

similar extensions, respondents who have low AMB (n = 42) provided higher favorability ratings 

than high AMB (n = 22). However, the results were not significant at (t(62) = .31,  p = .76), with 

means of MlowAMB-Sim = 4.23, MhighAMB-Sim = 4.16. For dissimilar extensions, both low (n = 26) 

and high (n = 53) AMB provided similar favorability ratings, (t(77) = .03, p = .98), MlowAMB-Dis = 

2.10, MhighAMB-Dis = 2.09. 

 

Portfolio Effects 

 

To test the final hypotheses, a three-way ANOVA (2 x 2 x 2) was conducted to test the effects of 

portfolio (narrow, broad), extension similarity (similar, dissimilar) and either UNA, RSK, or 

AMB (low, high) have on extension favorability. Three separate analyses were ran, one for UNA 

and one for each sub-dimension; thus UNA can be considered a composite score of the eight 

indicators for RSK and AMB.  

 

The between-subjects effects for the UNA model, showed, as expected, a main effect for 

extension, (F(1, 135) = 152.41, p < .000) and a portfolio main effect, (F(1, 135) = 2.06, p = .11). 

Further, there was an interaction effect between portfolio breadth and extension distance, (F(2, 

135) = 5.80, p = .02). The predicted three-way interaction effect among uncertainty avoidance, 

portfolio and extension was not significant (F(1, 135) = .08, p = .79). 

 

Similar results were found with the sub-dimension, RSK. A main effect was found for extension 

distance (F(1, 135) = 153.52, p > .000) and a relatively significant portfolio main effect, (F(1, 

135) = 2.81, p = .10). Further, the interaction effect between portfolio and extension was 

maintained, (F(1, 135) = 6.13, p > .02). Again, the predicted interaction three-way interaction 

was not found to be significant, (F(1, 135) = .04, p = .85). However, an interaction effect 

between aversion to risk and extension distance was slightly significant, (F(1, 135) = 3.32, p = 

.07). 

 

The AMB model repeated the main effect of extension, (F(1, 135) = 149.45, p > .000) and 

portfolio main effects, (F(1, 135) = 2.65,  p = .11). Unlike risk aversion there was no interaction 

effect between ambiguity tolerance and extension. However, the portfolio and extension 

interaction effect remained, (F(1, 135) = 5.49, p = .02). And, the predicted three-way effect was 

insignificant, (F(1, 135) = .01, p = .94). 

 

Due to a slightly significant interaction effect was found with extension distance and risk 

aversion this issue was further explored. In particular, an independent samples test was 

performed on RSK, extension distance and portfolio breadth on extension favorability ratings. 

Only the relationship between high risk adverse respondents, rating similar extensions varied by 

portfolio breadth was significant, (t(33) = -2.90,  p = .007). High risk adverse respondents appear 

to prefer similar extensions from broad brands, MhighRSK-Sim-Narrow = 3.54, MhighRSK-Sim-Broad = 4.54. 

This finding encouraged us to see if the relationship between high RSK preferring similar 

extensions from broad brands is evident in the other uncertainty dimensions.  
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Additional tests confirmed that high AMB respondents prefer similar extensions from broad 

brands over narrow brands, (t(40) = = -2.71, p = .01), MhighAMB-Sim-Narrow = 3.85, MhighAMB-Sim-Broad 

= 4.70. This relationship held at the higher UNA level as well (t(40) = -3.06, p = .004) with 

means of MhighUNA-Sim-Narrow = 3.66, MhighRSK-Sim-Broad = 4.60 and, respectively. 

 

FINDINGS 

 

The first three hypothesis looked at the impact uncertainty related tendencies have on similar and 

dissimilar extension evaluations. Based on prior new product and extension research, it was 

hypothesized that respondents low on uncertainty related tendencies would be more accepting of 

extensions than respondents high on uncertainty related tendencies. The data indicates this is 

partially true. First, while not highly statistically significant, low UNA, RSK, and AMB 

respondents rated similar extensions higher across all three uncertainty measures. However, 

while not significant, high UNA and RSK respondents provided higher ratings for dissimilar 

extension contradictory to prior conceptualization of risk taking behavior. This could indicate 

that individuals with low risk aversion are actually better at evaluating or judging risk and are not 

free-spirited risk takes. Or, perhaps extensions from broad brands are not seen as risky since 

large brands project stability and the ability to manufacturer quality products. Thus, it appears 

that under categorization theory it is not the amount of information transferred by it is the value 

placed on the information transferred that matters. In this case, the quality and stability of large 

portfolio brands overcomes the lack of specific product related information.   

 

When portfolio breadth is introduced into the analysis, the data indicates that respondents with 

high uncertainty related tendencies prefer similar extensions from brands with a broad portfolio 

breadth. This finding is particularly interesting and deserves further attention since prior research 

has found narrow brands receive higher favorability ratings for similar extensions (Boush & 

Loken 1991). These results suggest that high uncertainty avoiders can overcome their aversion to 

risk by placing trust in larger, established brands, essentially placing greater weight on the past 

success of larger brands. Again, this finding tentatively suggests that under categorization theory 

it is the value placed on the information transferred is more important than quantity of 

information transfer. The other relationships tested proved to be statistically insignificant.  

 

LIMITATIONS AND CONCLUSION 

Future brand image and size effect. 

 

This study sought to identify if risk aversion or ambiguity tolerance, both sub-dimensions of 

Hofestede’s (2001) uncertainty avoidance cultural dimensions, is the main driver behind brand 

extension acceptance. The major finding of this study is high uncertainty avoidance individuals 

prefer similar extensions from broad breadth brands over narrow brands. This finding conflicts 

with prior studies; however, Boush and Loken (1991) most likely used American students, who 

tend to be lower in uncertainty avoidance. This does indicate that much of our current knowledge 

on brand extensions is heavily biased towards American cultural and personality values. 

Including a moderate brand extension (Barone, Miniard & Romeo 2000; Boush & Loken 1991) 

or even a moderate portfolio breadth brand could help in this endeavor. Perhaps, replicating this 

study but with brand size measured by perceived brand image over product portfolio breadth will 

add additional insights. Further, the study suggests that future studies should investigate the 
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value consumers place on the attributes transferred to extensions over quantity of parent brand 

attributes transferred under a categorization theory framework. For marketers, selecting countries 

to introduce extensions it is recommend to consider the views toward company size held by the 

citizenry. 

 

Clearly sample sizes and lack of significance can be major limitations for empirical studies; 

however for an exploration into the impact the sub-dimensions of uncertainty avoidance have on 

brand extensions exercising caution can conserve resources and facilitate the development of 

more pointed follow-up studies. Additionally, the use of an American brand and European brand 

could have impacted response but this critique is limited by the use of international subject from 

forty different countries and five continents. In conclusion, this study directs the way for future 

research projects to go more in-depth into how consumers’ uncertainty avoidance tendencies 

impact extension evaluations, as there appears to be interesting interaction effects waiting to be 

revealed.  
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