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CHAPTER |

INTRODUCTION

Brand Equity Extensions

A “brand” is not just a name, logo, sign, or symbol given to a product. Itis a
highly valuable asset of the company (Aaker, 1996). A strong brand leads to areincreas
in customer loyalty, which results in higher profits for the company (Adle€?2). In the
services sector, Berry (2000) highlighted, “strong brands enable custionetser
visualize and understand intangible products. They reduce customers’ perceived
monetary, social, and safety risk in buying services, which are difficult taagegbrior
to purchase” (p.128).

According to Aaker (1991), brand equity is “a set of brand assets and liabilities
linked to a brand, its name and symbol, that add to or subtract from the value provided by
a product or service to a firm and/or to that firms’ customers” (p.15). By thisitesfi
assets include brand loyalty, brand awareness, perceived quality, brandtiassoead

other proprietary brand assets (e.g., patents, trademarks, channel refajonshi



Brand equity, like other assets, can be leveraged by a company to enhance and
maintain competitive advantages. According to Aaker (1996) and Aaker and ({89€),
leveraging the strength of a brand can be achieved in two ways: co-brandirrgrashd b
equity extension. Co-branding occurs when a company introduces a new product/strvice i
the market by collaborating with other brands, for exarBplty Crocker has co-branded
with Hershey anddmazoncom has collaborated witbhase. By contrast, brand equity
extension occurs when a company attaches its existing brand name to a newgamtect/
regardless of whether it is being sold in a different product category or natpkesaof this
include BIC corporation extending its brand “BIC” from stationery, to lightard shavers;
Ralph Lauren Corporation extending its brand “Ralph Lauren” from clothing to home
furnishings such as bedding and towels; Hyatt Hotels Corporation extending its brand to
serve different markets such as Hyatt Regency and Hyatt Summertfitdd. Specifically,
brand equity extension strategies can be categorized into two groups, naegdyycat
extension and line extension. Category extension occurs when the existing bransl name
attached to a new product/service that is in an entirely different produatéseategory
from the parent brand, such as BIC and Ralph Lauren, whereas line extensionbecurs
the existing brand name is attached to a new product/service within the same product
category as the parent brand, such as Hyatt. Furthermore, line extensionsciaie\ed by
adopting two approaches (Lei, de Ruyter, & Wetzels, 2008; Randall, Ulrich, &t&aibs
1998). Horizontal line extension is when a new product/service is launched within the
original product/service but with different features, such as new flavors, paglaions,
or sizes. Coca-Cola is an example of a company that uses horizontal lingoext€he

company has extended its core brand Coke to Coke Zero, and Coke Bubbler. By contrast,



vertical line extension is when a new product/service is introduced within theabrigi
product/service but at a different price or quality level (Kim & Lavack, 199p&cifically,
vertical line extension can be extended either above (called step-up extensieioor

(called step-down extension) the parent brand’s current position (Kim, Lavackijt&, S

2001). American Express Platinum is an example of a step-up extension byakmeric
Express (Lei et al., 2008). The Courtyard by Matrriott is an example of a stepedxésnsion

by Marriott (Jiang, Dev, & Rao, 2002). According to Kirmani, Sood, and Bridges (1999), the
goal of stretching the brand into the downscale market is “to attach customers whotma

be able to afford the brands’ current offerings” (p. 88), while stretching émel lmto the

upscale market aims “to offer current customers who are looking for emtigds, greater
prestige, or higher quality” (p.88). It is important to note that most line eatesi the
marketplace use the parent brand name in conjunction with a new name (for the extension) t
demonstrate the link between the parent brand and brand extension (Kim & Lavack, 1996).
According to Bhat, Kelley, and O’'Donnell (1998), naming a new line alongsideatieat

name can be carried out by following two options: sub-branding or nested brandirsgioThe
branding strategy is the use of a new brand name adjacent to the core brand narse, such a
Holiday Inn Resort, AC Hotels by Marriott, and Hilton Garden Inn. The nesteiing

strategy is the use of the core brand name as a descriptor in order towtkatalfstance
between a parent brand and its extended brands, such as Dockers by Levi's, bfurntgdi

By Matrriott and Four Points by Sheraton. In summary, a sub-branding name tiesetite pa

brand to the extension more closely than does a nested brand name.



Launching new products/services with an established brand name has become a
powerful tool for marketing managers because the costs of introducing a new paditiog
risk of new product failure are considerable. It has been estimated thastlté developing
and introducing a new product into the market is somewhere between $50 and $150 million
(Aaker & Keller, 1990). Unfortunately, in a highly competitive market, such imgestment
does not guarantee high returns. The failure rate for new product introduction is 36% t
(Hem, de Chernatony, & Iversen, 2003). In general, brand equity extensiogistrate
minimize the risk of new product failure (Chowdhury, 2007). By taking advantage of
consumer knowledge and experiences of an established brand, companies can Hecrease t
advertising and marketing costs of new product launches (Morrin, 1999). Given thigsbenef
of brand equity leveraging, about half of all new products/services weketadunder
existing well-known brand names during the 1980s (Aaker & Keller, 1990). Today,%nly 5
of new food and household products are introduced into the market with new brand names

(Musante, 2007).

Brand Equity Extensions in the U.S. Lodging Industry

A well-established brand offers a hotel numerous benefits. As with firmseraea
brand is a valuable asset and potential source of strategic advantage sof@idtelll &
Mattila, 2004). Consequently, branding becomes one of the most dominant trends in the U.S.
lodging industry. According to the American Hotel and Lodging Associ&#i0hl), there
were approximately 50,000 hotels nationwide in 2009, and over 70% of these properties were
branded (Kayaman & Arasli, 2007). Many of these brands were extended from existing

brand names such as Hilton Garden Inn, Four Points by Sheraton, and Holiday Inn.Express



Brand equity extension has been embraced in the hotel industry since the 1970s
(Rompf, 1999). According to Jiang et al. (2002), the earliest examples of brand equity
extension in the hotel industry were Quality Hotel (now Choice Hotel) andg$tediDuring
the 1970s, Radisson extended its line to Radisson Inns, Radisson Resorts and Radisson Plaza
Hotel. Later, Marriott introduced Courtyard by Matrriott in 1984 and Holiday Inn intextiuc
Holiday Inn Express in 1991. Today, most major hotel companies have at least on@®extensi

that has a name associated with the core brand name, as shown in Table 1.



Table 1

Top Branded Hotels and Its Extended Brands

Companies

Core Brand*

Extended Brand

Hilton Hotels Corporation

Hilton

Hilton Hotels & Resorts
Hilton Grand Vacations
Double Tree by Hilton
Hilton Garden Inn
Homewood Suites by Hilton
Home?2 Suites by Hilton

HVM L.L.C.

Extended Stay

Extended Stay America
Extended Stay Deluxe

Hyatt Hotels Corporation

Hyatt

Hyatt Regency

Grand Hyatt

Park Hyatt

Hyatt Place

Hyatt Summerfield Suites
Hyatt Resorts

Hyatt Vacation Club

InterContinental Hotels Group

Holiday Inn

Holiday Inn Hotels
Holiday Inn Express
Holiday Inn Resort
Holiday Inn Club Vacations

La Quinta Management

La Quinta Inn

La Quinta Inn
La Quinta Inn & Suites

Marriott International

Marriott

Marriott Hotels & Resorts
JW Marriott Hotels & Resorts
Courtyard by Marriott
AC Hotels by Marriott
Residence Inn by Marriott
Fairfield Inn & Suites by Marriott
Marriott Conference Centers
TownePlace Suites by Marriott
SpringHill Suites by Matrriott
Matrriott Vacation Club
Marriott Executive Apartments
Grand Residences by Marriott

Starwood Hotels & Resorts
Worldwide

Sheraton

Westin

Sheraton Hotels & Resort
Four Points by Sheraton
Westin Hotels & Resorts
Element by Westin

Wyndham Worldwide

Wyndham

Wyndham Hotels and Resorts
Wingate by Wyndham

Source: LodgingHospitality/December 2009
Note: *Core brand or family brand, in this study, iseéd to as an established brand name that hasusedn
either as the sub-branding or nested brandingeenhotels, presumably to target new market segments
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In addition to leveraging brand equity using vertical line extension, some hata&s
taken advantage of their strong brands by extending into other product categaries. Fo
example, Westin Hotels & Resorts has extended its core brand, Westin, io &V/ékgime
selling bedroom products and bathroom products.

Although, both brand equity extensions (category extension and line extension) have
been used in the hotel industry, this study focuses only on the latter, partigatédgl line
extension because this approach is a core strategy for growth forl $@tefr@ompanies.

Although there are several benefits associated with implementing brandaxtens
strategies, such as lower marketing costs for introduction of new productsatberiso
unfavorable consequences including cannibalization and brand image dilution (Jiang et a
2002). Thus, before adopting a step-down or step-up vertical line extension, hotel
management should have a clear understanding of how customers evaluate extefsled hot

and how extension strategies affect the core brand.

Problem Statement
Given the popularity of brand extensions in the marketplace, a number of studies in
this area have been carried out, with initial research efforts on brand extensiedfoa
exploring factors influencing customer attitudes toward brand extensignsAaker &
Keller, 1990; Sobodh Bhat & Reddy, 2001; Bottomley & Doyle, 1996). Common findings
from these works are that the strength of the parent brand and perceptionsaotysionifit
between the core product and extended products play important roles in customeesespons

to brand extensions (Broniarczyk & Alba, 1994). In other words, consumers hold positive



attitudes toward a parent brand that can be transferred to an extension, and #regransf
greater when there is a similarity between the original and the new prodakes @Keller,
1990). Subsequent studies have focused on examining the reciprocal effects of brand
extensions (e.g., Ahluwalia & Gurhan-Canli, 2000; Girhan-Canli & Maheswaran, 1998;
Swaminathan, Fox, & Reddy, 2001). These have found that brand extensions have both
positive and negative impacts on the parent brand.

Although substantial research on brand extensions is available, two issues have
received little attention thus far. First, much of the existing reséasiocused on customer
perceptions of the parent brand and the relationship between the parent brand and the
extension. The author believes, however, that another important but under-investigated
aspect may influence customer evaluations of the extension. The author expdotsatha
brand that has already been extended to other product/service categones, dhdi
performances of any previously extended products/services may influeto@meus
evaluations of subsequent extensions, their perceptions of the core brand reputatiom and thei
loyalty to the company. These arguments are based on suggestions from pregargh res
Erdem (1998) pointed out that a strong parent brand and a good fit do not guarantee success
of brand equity extensions if the quality of the extension does not match customer
expectations. Sullivan (1990) stated that after a brand has been extended, infornoation a
the product or service is continually disclosed from customer experiences tihistaffects
how customers view new extended products or services. This is because extensioiniseca
insulated from information on other products or services labeled with the same hbrand na

Keller and Aaker (1992) suggested that for a brand that has already bemteedip other



products, customers might use their knowledge of previously extended products, besides
those of the parent brand, to form their attitudes toward a proposed or new extension.

Despite the fact that several companies, especially in the lodging indhastey,
already extended their brands to more than one product category or line, lineadhes
(e.g., Dacin & Smith, 1994; Keller & Aaker, 1992; Swaminathan, 2003) has been carried out
on the effects of previous brand extensions on customer evaluations of subsequent brand
extensions. Of these few studies, Keller and Aaker (1992) found that the perceivigdofual
previous extensions influences customer evaluations of a new extension asthweltare
brand. Specifically, they showed that for core brands that have an averate suetessful
extensions increase the favorable evaluations of the subsequent extension and thadore br
For high quality core brands, unsuccessful extensions decrease the favorabteasaltia
the subsequent extension. For both average and high quality core brands, unsuccessful
extensions do not affect customer attitudes toward the core brand. Swaminathan (2003)
examined how brand extension influences the trial and repeat of a subsequent brand
extension as well as the reciprocal effects of a subsequent brand extensieparent
brand and previous brand extension. Her results, based on household scanner panel data,
suggested that customer experiences with either the parent brand or preteosme
influence customer purchase behavior of a subsequent extension.

Second, the majority of previous research has focused on brand equity extensions in
the context of consumer goods, but relatively little interest had been paid to bragd equit
extensions in a service context, especially in the hotel industry wherecaMarand
extension strategy has been widely used. It is important to note that thentliffere

characteristics between consumer goods and services have long been acknowliged i



marketing literature (Parasuraman, Zeithaml, & Berry, 1985). Consequietiknowledge
accumulated from empirical evidence on consumer products might be insufficient to
understand service brand extensions. Specifically, in a hotel servicestctirgdallowing
guestions have not been answered:

1. How do customers form their attitudes toward a hotel brand extension, especially
when the core brand name has been extended to other hotels?

2. Do customers’ experiences with any previous hotel brand extensions affect thei
attitudes toward a subsequent hotel brand extension?

3. Does the perceived service quality of any previous hotel brand extension affect
the perceived service quality of a subsequent hotel brand extension? Would this
effect be enhanced if customers perceived the previous extension and the
subsequent extension similarly?

4. Can hotel brand equity extensions enhance core brand reputation and loyalty?

To respond to the above questions, this study examined a theoretical framework to
understand how the service quality of one hotel affects the evaluation of anotherhsotel w
they are attached to the same brand name, and how that service quality isfoeeadarand
loyalty. The model of this study was developed based on a signaling theory oflambre
branding and empirical research. Knowledge about these aspects enhances how hotel
management implements a multiple hotel brand extension strategy in the way that

strengthens hotel brand equity rather than weakening it.
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Purposes of the Study
The purposes of the study were as follows:
. To propose and test a theoretical model that explores the spillover effectgiofipre
hotel brand extensions on customer attitudes toward a subsequent hotel brand
extension, customer perceptions of core brand reputation, and of core brand loyalty;
and
. To provide practical implications and suggestions for the hotel and lodging industry

and future research.

Objectives of the Study
The specific objectives of the study were:
1. To examine the theoretical model proposed by investigating path relationships as
follows:

(1.1) To test the direct effects of perceived service quality of previous brand
extensions on perceived overall service quality of a subsequent hotel brand
extension;

(1.2) To examine the mediating roles of perceived overall service quality of a
subsequent brand extension on the relationship between perceived service
quality of previous brand extensions and attitudes toward the subsequent
brand extension;

(1.3) To test the direct effects of perceived service quality of previous brand

extensions on core brand reputation;

11



2.

(1.4)

(1.5)

(1.6)

(1.7)

To examine the mediating roles of core brand reputation on the
relationship between perceived service quality of previous brand
extensions and perceived overall service quality of a subsequent brand
extension, and attitudes toward the subsequent brand extension;

To test the direct effects of attitudes toward a subsequent brand extension
on core brand loyalty;

To test the direct effects of core brand reputation on core brand loyalty;
and

To explore the moderating effects of perceived similarity and perceived
risk on the relationship between perceived service quality of previous

extensions and perceived overall service quality of a subsequent extension.

To provide recommendations to hotel managers regarding a multiple hotel brand

extension strategy and to suggest future research avenues.

Significance of the Study

Despite the fact that a multiple brand equity extension strategy—ategisingle

brand name to multiple product/service categories or lines—has been adopggdral s
companies, knowledge in relation to the services context is limited. The gba sfudy

was to fill this knowledge gap in the literature by developing and testing the proposed
theoretical model to explain the spillover effects of previous brand extensions on a
subsequent brand extension and the core brand. The results of the study contribute to both

academic research and practitioners as discussed below.

12



Theoretical Contribution

This study contributed to the existing brand equity extension literature, dpiacaa
services context, in three aspects. First, it added to the body of knowledge on Imokel bra
equity extension in the context of a multiple brand extension strategy. Most preuidies
on brand equity extensions in the hospitality literature have investigated ongjlealsiand
extension (e.g., Kwun, 2010; Kwun & Oh, 2007; Lei et al., 2008), thus, providing limited
knowledge on the aspect of a multiple brand equity extension. Specifically, osmactual
lodging brands (Renaissance Hotels and Resorts, Fairfield Inn, Embassy &uoit
Hampton Inn) as sample products, Kwun and Oh (2007) explained the role of branid-specif
associations (quality, brand image, brand awareness and brand attitude) in foemahg br
attitudes toward extended brands. In particular, they showed that the extegsalitys
image, awareness, and attitudes toward the parent brand have positive impacts on how
attitudes toward the extension are formed. However, they did not address the questions about
how successful or unsuccessful previous hotel extensions affect consumer @vailofedi
subsequent hotel extension and the parent brand. In this study, the effects of previous hotel
brand extensions on a subsequent hotel brand extension and the core brand were examined.

Second, although the effects of previous brand extensions on subsequent extensions
in the context of goods have been investigated (Keller & Aaker, 1992; Swaminathan, 2003),
these studies have tested the relationships between independent and dependent variabl
separately. In other words, they did not examine a series of structutiaingtgps among
variables. In this study, the spillover effect model included the followinghtasa

(constructs), namely perceived service quality, overall service qualiy,brand reputation,

13



attitude toward the extension, and core brand loyalty, which were examined in path

relationships in order to take into account the structural relationships among thésetons
Third, this study provided a richer understanding of the hotel brand extensions

phenomenon by testing the moderating role of perceived similarity and peraskved r

associated with the extension. Previous studies (Aaker & Keller, 1990; Volck@attier,

2006) have identified perceived similarity between the core brand and the@x&nga

variable that serves as a condition for the positive influence of the core brace seaity

on extension evaluations; however, the role of perceived risk in this area has been ignored.

this study, moderating effects of both perceived similarity and percesledere examined.

By doing so, the literature will gain a better knowledge of the conditions under which

previous extensions benefit or damage a subsequent brand extension.

Practical and Managerial Contribution

This study provided three main managerial implications. First, a multiple brand
equity extension strategy provides benefits to hotel companies in several veayas su
minimizing risks as well as the costs of introducing a brand new hotel (Chow@00;,
Morrin, 1999). It also helps companies build brand equity (Dacin & Smith, 1994). However,
to apply this strategy in a way that strengthens hotel brand equity rather th@mivgat,
hotel management needs to understand how customers form their attitudes tootatd a
brand extension, especially when the core brand name has already been attatleed to ot
hotels. The results of this study help hotel management better understand how the servic
quality of one hotel affects customer evaluations of another hotel as welirgseticeptions

of core brand reputation and loyalty. Second, the perceived service quality dasdtrult

14



on the hierarchical model of service quality by Brady and Cronin (2001). This model
suggested that the service quality of the previously extended hotel could headeashree
dimensions, namely outcomes, interactions with service employees, and tbe servi
environment. Consequently, this study provided insights into the relative importarasof e
service quality dimension on customer expectations of a new extended hotad' seuality
and on customer perceptions of core brand reputation and loyalty. Third, the study tested
whether the effects of previously extended hotels on the new extended hotel depend on
customer perceptions of image similarity between the two hotels. The redpltoted
management decide on the extension of either a new hotel that has brand imagey©@milar

dissimilarity to previously extended hotels.

Organization of the Study
This dissertation is organized into five chapters. Chapter one provides an ovafrview
brand equity extensions as well as the problem statement, purposes, objectives, and
significance of the present study. Chapter two reviews the previous resedrcand equity
extensions, theory, conceptual frameworks, and hypotheses, and the proposed theoretical
model. Chapter three includes an overview of research design, survey instrument, and
sampling and data collection process and data analysis methods. Chapter fous firesent

results of the study. Chapter five provides conclusions and implications for fldaezale.
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CHAPTER Il

REVIEW OF LITERATURE

This chapter provides a review of relevant studies for developing hypotheses and
the conceptual model. For this purpose, the chapter is structured as follows. First
previous studies on brand equity extensions are reviewed. This is followed by a
discussion of signaling theory (of umbrella branding), which is employed as @ Hasar
for the study. Finally, a conceptual model and research hypotheses are developed based

on the theory and literature reviews.

Brand Equity Extension Research
Given the growing competitiveness of the marketing environment and inanease
risk of introduction of new products, the concept of brand equity extensions has received
much attention from both professionals and academic researchers. The ditenabuand
equity extensions can be categorized into two major groups. The first group focuses on
finding factors that influence favorable customer acceptance of a newcpvauen the
company launches a brand equity extension. The second group is concerned with

identifying the reciprocal effects of the brand equity extension on the paradt bra

16



With regard to studies on the area of identifying factors affecting comsume
acceptance of extensions, researchers have examined three main adpeftestiiae
evaluation of brand equity extension, as shown in Table 2. These aspects include parent
brand characteristics, relationship between the parent brand and extensionggrsidrex

category characteristics.

17



Table 2

Key Success Factors of Brand Equity Extension

Area of Success Finding Published Studies
Investigation Factor
Parent Brand | Perceived Higher the perceived quality ofAaker and Keller
Characteristics:quality the parent brand, the more | (1990); Bottomley an
favorable evaluations of the | Doyle (1996); Dacin
brand extensions. and Smith (1994).
History of Success of previous extensionKeller and
previous has impact on evaluations of | Aaker (1992)
extensions | the new extensions.

Parent brand
image/
reputation

The higher the perceived
reputations/ image of the
parent brand, the more
favorable evaluations of the
brand extensions.

Milewicz and Herbig
(1994); Hem et al.,
(2003)

Relationship
between the
parent brand
and

Perceived fit

The higher levels of perceivec
fit elicit more favorable brand
extension evaluation.

I Bottomley and Doyle
(1996); Park, Milberg
and Lawson (1991);

Broniarczyk and Albg

!

extensions: (1994); Dacin and
Smith (1994).
Brand Consistency between the type Park, Milberg and
concept of the brand concept and the | Lawson (1991).
consistency | extension category concept
(functional lead to a favorable evaluation
VS. of the extension even if the
prestigious) | parent brand and the extension
were dissimilar at the product
category level.
Extension Perceived Higher the perceived risk Hem et al., (2003);
Category risk associated with the extension, Volckner and Sattle
Characteristics: the less favorable evaluations (2006);
of the brand extensions. Thamaraiselvan and
Raja (2008).
Consumer Higher consumers’ Hem et al., (2003)
innovativenes innovativeness, the more Volckner and Sattle

favorable evaluations of the

(2006).

brand extensions.

Source: Adapted from Volckner and Sattle (2006)
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Aaker and Keller's (1990) exploratory research revealed that brand equity
extension evaluations are contingent on the fit between the parent brand and the
extension. That is, if customers perceive fit or similarity between thatdanend and the
extensions, positive beliefs and effect of the parent brand will be tramistertige
extension. Dacin and Smith (1994) studied the effects of the parent brand’s portfolio
characteristics on brand extensions. They found that the number of extensidns affec
customer confidence in the quality of the extensions. However, this does not negatively
affect their confidence in the parent brand as long as there is no quality dre&neen
the extension and the parent brand. Bottomley and Holden (2001) examine the empirical
generizability of Aaker and Keller’'s (1990) brand extension evaluation maduak. T
results confirmed that brand extension evaluations depend on perceived quality,
perceived fit, and the interaction between the two variables. They also fourttethat t
levels of contribution of each variable vary by brand and culture.

As shown in Table 2, in addition to perceived service quality and perceived fit,
brand reputation, and perceived risk have been acknowledged as the contributors for
customer attitudes toward brand equity extensions. DelVecchio and Smith (2005) studied
the effects of perceived risk on brand-extension price premiums. They found that the
levels of financial and social risk associated with the extension affeud lextension
price premium, because a well-known brand reduces perceived risk by customers in
relation to making purchase decisions. Similarly, Volckner and Sattler (20@&]) that
customers evaluate brand equity extension more favorably if they perceivediessaisd

financial risk regarding the extension.
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With regard to studies on the reciprocal effects of brand extensions on the parent
brand, the literature have found that brand equity extensions have potential positive and
negative effects on the parent brand in terms of brand beliefs, attitude toward the pare
brand, brand name dilution, brand reputation, and brand choice (D. R. John, Loken, &
Joiner, 1998; Kim et al., 2001; Loken & John, 1993; Martinez, Montaner, & Pina, 2009;
Swaminathan et al., 2001).

Loken and John (1993) studied the effects of brand extensions on the parent brand
equity dilution. They found that new information from the extension is transferred to the
core brand. This means that if customer beliefs about attributes assoctatbdawd
extension are weak, those beliefs with respect to the parent brand are wedk kaisn
et al. (2001) revealed that line extensions, either step-up or step-down extensens, ha
negative impact on the parent brand. Swaminanthan, Fox, and Reddy (2001) investigated
the reciprocal effect of a trial of successful and unsuccessful brandiertengarent
brand choice. They found that extension trial has a positive effect on parent brand choice,
and consequently increasing the likelihood of purchasing the parent brand. Martinez,
Montaner, and Pina (2009) proposed a theoretical model formed by five main factors
related to brand associations, extension congruency, and extension attitude. The model
indicated that attitudes toward the extensions have a positive impact on the paent bra
image/reputation.

Based on the literature review on brand equity extension, the author believes that,
in case of multiple brand extensions, customer attitudes toward the new haotsi@xte
are influenced by perceived service quality of the previous extensions, andettheacat

reputation. However, the effects depend on customer perceptions of similakieebet
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the previous and new extensions, as well as their perceptions of risk assodiatbe wi
extension. With respect to the reciprocal effects on the core brand, the auttus éxgte
core brand loyalty and reputation are also influenced by perceived servidg gltde
previous extensions.

In the next section, signaling theory, which was served as a theoretical
background of this study, is presented. Following that, a conceptual framework was

discussed, and then the hypotheses were developed.

Signaling Theory

Signaling theory has been used extensively to describe situations chaeddbsri
information asymmetry (Srivastava & Lurie, 2004). The foundation of signdleayy
lies in the study of information economics under conditions that different parges i
transaction possess different levels or types of information regardin@uisadtion
(Boulding & Kirmani, 1993). Imperfect or asymmetric information occungmvone
party hold more or better information than the other does, and this situation leads to
uncertainty regarding the transaction. Information asymmetry matyiexds/ariety of
setting, such as in an organization where employers are uncertain about ties abilit
workers, and in a marketplace where customers are uncertain about the fuality o
products or services (Kirmani & Rao, 2000). In any case, one party assumes to have
greater risk because he/she has less information to make a decision than thetgther par
does. Consequently, that party wants to be compensated for the assumption of greater

risk.

21



As discussed in the literature (e.g., Boulding & Kirmani, 1993; Erdem & Swait,
1998), a market is often characterized by asymmetric information, in wirmepanies
know more about the quality of products or services than customers do. In this setting,
customers cannot readily evaluate the quality of the products or servicesebafcéuesr
lack of complete information. To overcome this situation, they will seek ayafie
sources for information that allow them to reduce the information gap between
themselves and companies, and to reduce the risk associated with a purchase decisi
That is, when customers are placed in a position to purchase experience products, for
which quality is unobservable prior to purchase but is observable after purchase]lthey wi
look for cues that assist them to distinguish a high quality product or service foom a |
quality product or service. If customers are unable to access information gtegme
they have limited information at hand, they will take actions to compensate therzalditi
risk associated with the lack of information (Akerlof, 1970), such that, information
asymmetry is said to be a problem for experience products, as well asséRao &
Ruekert, 1994).

Signaling theory suggests that to overcome the information asymmetrgiprobl
between companies and customers, companies need to send prepurchase signals to
customers regarding the quality of their products or services becausmtvepetter
than customers do (Erdem & Swait, 1998). Srivastava and Lurie (2004) suggested that
prepurchase signals should be observable traits, so that customers can usenfieem to i
the unobservable attributes. Signaling theory posits that rational customarsaae that
rational firms are unlikely to send false signals if those signals irecoesss in terms of

immediate profits, future profits, and reputation (Nelson, 1970). Therefore, customer
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expect a company to honor the implicit commitment conveyed through a signal because
dishonest commitments bring harmful monetary consequences to the compamn{Ki
& Rao, 2000).

In a marketing context, signals are referred to as any actions egssathat
companies employ to convey information about the quality of products or services to the
customers (Rao, Qu, & Ruekert, 1999). Based on signaling theory, a company can use
various marketing strategies, such as charging a high price, offerartpaavarranty, or
using advertising, to signal quality (Erdem & Swait, 2004; Erdem, Swait, &Zakla,
2006). Apart from using marketing-mix elements as cues to infer quality, a cpirgnan
use its brand as a signal to reduce customer uncertainty about the quality of pypoducts

services (Erdem & Swait, 1998).

Brand as a Signal of Quality
A brand is referred to as “a name, term, sign, symbol or design, or a combination
of them which is intended to identify the goods and services of one seller or a group of
sellers, and to differentiate them from those of competitors” (Kotler, 1997, p. 448). O
function of a brand name, besides serving as identity of products or services, is to give
customers information about the quality of products and services (Rao & Ruekert, 1994)
When a market is characterized by imperfect and asymmetric information,
customer uncertainty about a product or service affects their perceptionsiafgldsel
brand attributes, as well as their confidence in the product or service. Thusygbrsant
for companies to inform customers credibly about the quality of their productyimeser

(Erdem & Swait, 1998; J. Sweeney & Swait, 2008). According to Sweeney and Swait
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(2008), brands are said to be credible signals because “they motivate firmsutifioé t
about their products/services and to deliver on claims made about them” (p. 181).
Based on signaling theory, a brand can serve as a signal of unobservable quality
because of two major reasons (Gammoh, Voss, & Chakraborty, 2006). First, it reduces
perceived risk associated with a purchase decision. Because branded products and
services are perceived to have small variance in their quality (Gantrabh2906).
Consequently, when purchasing branded products or services the risk of getting a bad
outcome is minimized. Second, a brand serves as a bond for the quality. A brand name
can convey credible information regarding the quality of products and servicesdeca
the company realizes that false claims might result in unbearable ecdpnesas, such
as brand-building costs and future profits (Tsao, Pitt, & Berthon, 2006). That is, the
company will not attach its brand name to a low-quality product or service ams clai
those to be of high quality because when the true quality is revealegaftbase,
consumers will hold the brand responsible for a failure of such claims (Wét,nE9&S).

Thus, a brand name is said to be a quality assurance device (Rao et al., 1999).

Signaling Theory of Umbrella branding

To take advantage of valuable brand equity, most companies introduce new
products and services under an existing brand name as brand extensions. Theopractice
labeling more than one product with a single name is called umbrella brandimgafgull
1990). An umbrella branding strategy becomes a common practice for compamies i
variety of markets because, for the company, it helps to reduce the cost of imigpduc

new product and service, and for the customer, it helps to decide whether to buy a new
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products or service, especially when its quality is difficult to observe forjpurchase
(Sullivan, 1990). The literature views umbrella branding as a quality assurance
mechanism (Erdem, 1998; Rao et al., 1999) and a risk reduction device (Erdem, 1998;
Montgomery & Wernerfelt, 1992). As quality-guaranteeing, umbrella branding
encourages consumers to draw inference about a new product or service from previous
experience with products or services under the same umbrella brand in order ¢o reduc
the quality uncertainty of the extension (Wernerfelt, 1988). As risk-reducingelianbr
branding reduces risk associated with a new product or service becausenegpexi¢h
products or services under the same umbrella brand provide customers with igiormati
about the new product or service, this might reduce customers’ perceived risktasisoci
with the extension (Erdem, 1998).

Wernerfelt's (1988) signal theory of umbrella branding posits that when a new
product is introduced, customers are often uncertain about its quality; as suchecsistom
use their experience with the parent brand product or other products under the same
umbrella brand as a signal of the quality of the extension. The theory is built on the
premises that uncertainty about product or service quality exists, and custoleges be
that the extension of a high-quality brand is likely to be of high quality aqErelém,
1998). Umbrella branding works as a signal because other products under the same
umbrella brand act as a bond for quality for any of the umbrella branded products
(Wernerfelt, 1988). As a result, if a company launches a low-quality productamder
existing brand name, it will lead customers to conclude that all other products under the
same umbrella brand name are also of low quality (Balachander & Ghose, 2003).

Therefore, a high-quality company would extend its established brand names only t
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high-quality products and services, in order to protect its brand reputation froma poor
guality extension (Erdem, 1998).

In sum, signaling theory of umbrella branding suggests that experieticanyi
of the products or services is expected to affect the quality perceptions of othergroduct

or services that share the same brand name.

Conceptual Framework and Hypotheses

The goal of this research was to provide insights in a hotel brand equity extension
phenomenon. The theoretical model proposed in this study examined the spillover effect
of previous hotel brand extensions on customer attitudes toward a subsequent hotel brand
extension (new extension), core brand reputation, and core brand loyalty. The proposed
conceptual model hypothesized that perceived service quality of any previous hotel
extensions impacts customer attitudes toward a new extension through theptipasc
of overall service quality of the new extension. However, the effects dependtomer
perceptions of similarity between the previous and new extensions, as \heliras t
perceptions of risk associated with the extension. Perceived service qtitigy
previous extension also affects the core brand reputation, which consequentlg impact
customer attitudes toward the new extension, as well as the core brand loyalty. The
constructs of the conceptual model, namely, perceived service quality, brandaaputat
attitude toward the extension, brand loyalty, perceived risk, and perceivedisyrala

presented in the following section.
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Perceived Service Quality

Perceived service quality is an imperative concept in the service marketin
literature. It has been acknowledged as one out of five assets that congrteduity.
Perceived service quality has found to have an influence on customer behavior, their
evaluations of products and services (such as customer satisfaction, cusyahgr, |
and business performance (Cronin, Brady, & Hult, 2000; Zeithaml, 2000), In a brand
equity extension context, perceived service quality has been acknowledged as a key
factor for brand equity extension success (van Riel, Lemmink, & Ouwergl@t
Volckner & Sattler, 2006), especially when the line extension is a complamenta
product or service, or when it is a substitute product or service (Aaker, 1990). The
literature also found that a high quality brand could extend farther than an avestye qu
brand. Moreover, customer acceptance of a proposed extension depends on the success or
failure of the previous extensions in relation to the quality of the core bratidr(&e
Aaker, 1992).

Given the important roles of service quality in the brand equity extension
phenomenon, perceived service quality is adapted as a focal construct of the proposed
conceptual model. It is expected that under the same umbrella brand, perceived servic
guality of one hotel has an effect on customer attitudes toward another hotel, @s well
core brand reputation and the core brand loyalty. To understand the roles of perceived
service quality more clearly in brand equity extension, its definitions anduneeasnts

are discussed as follows.
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Service quality is considered an elusive and abstract construct (BradynégC
2001; Parasuraman et al., 1985), such that its definitions and how it should be measured
have been proposed from various perspectives. For example, Gronroos (1984) viewed
services as “products which require high consumer involvement in the consumption
process” (p.37). With high involvement, customers will be able to find many actiaties
evaluate performance of the service. As a result, Gronroos (1984) definied s@ality
as perceived by customers as “the outcome of an evaluation process, where therconsum
compares his expectations with the service he perceives he has rece¥éd Wpith
this perspective, the quality of any given service depends on two factorsvedrceli
service and expected service.

Unlike Gronroos (1984) that viewed service as a product with high involvement,
Parasuraman, Zeithaml and Berry (1988) viewed service differently from pradhest
mentioned that distinguishing service from product was necessary in understanding
service quality because products and services have different charastdngparticular,
products are tangible, standardized, production separate from consumption, whereas,
services are intangible, heterogeneous, simultaneous of production and consumption, and
perishable. As a result, quality evaluations of services are diffecenttfrose of
products. Specifically, because products are tangible, when evaluatingathg of
products, customers can employ many tangible cues, such as package, label, atad color
evaluate the quality of products. In contrast, services are intangible, vetk&mgm
judgment on service quality, customers must employ other cues along with@angibl
evidence to evaluate the quality of the service. In addition, customers do not evaluate

service quality solely on the outcome of the service, but they evaluate thesgybces
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service delivery as well. Consequently, the qualities of a service arediffangt to
evaluate than those of a product are. In summary, Parasuraman, Zeithamlrgnd Ber
(1988) viewed perceived service quality as a form of attitude, related buguicalent
to satisfaction. They defined perceived service quality as “a global judgoneattitude,
relating to the superiority of the service” (p. 16). The global judgment is a csopaf

expectations with perception of performance.

Measuring service quality

To identify what aspects of service quality should be measured, severav@arcei
service quality models have been proposed (e.g., Brady & Cronin, 2001; Cronin &
Taylor, 1992; Rust & Oliver, 1994). According to Brady and Cronin (2001), most of
these models were developed based on either Gronroos’ (1984) service quality model,
which defined the dimensions of service quality in global terms, or Parasyrama
Zeithaml, and Berry’s (1988) SERVQUAL model, where the dimensions of service
guality re used to describe service encounter characteristics. Both medelsuat
based on the disconfirmation paradigm. That is, service quality as perceivestdiyers
is formed by a comparison of the customer expectations about the performance of a
product or service with actual performance of that product and service.

According to Gronroos’ (1984) model, service quality has two dimensions,
including technical quality and functional quality. Technical quality reffemutcomes or
what customers receive from their interaction with a service provider.i&oalctjuality
is concern with the process of service deliver or how the service is perfonched a

delivered to customers. In summary, Gronroos’ (1984) service quality modeksdjge
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that customers evaluate the quality of any given service providers on twosaspect
including outputs and process of the service.
According to Parasuraman, Zeithaml, and Berry’s (1988) SERVQUAL model,
service quality perception can be measured by five dimensions as follows:
= tangibles: physical facilities, equipment, appearance of personnel;
= reliability: ability to perform the promised service dependably and
accurately;
= responsiveness: willingness to help customers and provide prompt service;
= assurance: knowledge and courtesy of employees and their ability to
inspire trust and confidence; and
= empathy: caring, individualized attention that the firm provides its

customers.

Measuring Service Quality in the Hospitality Industry

In the hospitality literature, the conceptualization and measurement of hotel
service quality were dominated by Parasuraman, Zeithaml, and B&9g8)(
SERVQUAL model. For example, Knutson et al. (1990) developed a model called
LODGSERYV to measure customer expectations for service quality in thle hot
experience. The five dimensions of this model were similar to the SERVQUAL.mode
Mei, Dean, and White (1999) developed a new scale called HOLSERV to measure hotel
service quality. This model is comprised of three dimensions, including employee
tangibles, and reliability. Recently, Akbaba (2006) applied the SERVQUAL nodel

measure hotel service quality perception in an international environment setting.
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Although the SERVQUAL model is a well-recognized model and has been
adapted to measure service quality across a range of businesses includingith&yos
industry, it has been questioned from various scholars. For example, Finn and Lamb
(1991) challenged the validity of the SERVQUAL scales in a retail sefthmgr
empirical results showed that perceived service quality in retailasgnet a function of
the SERVQUAL’s five dimensions. SERVQUAL scales did not capture the eseénc
the service quality construct in retailing. As such, they concluded thaEReQUAL
model is not useful in measuring service quality in a retail setting. Siynikuttle
(1996) criticized that the dimensions of the SERVQUAL model are not universa2 It
items measuring service quality do not always load on the five dimensions. inradtit
only focuses on the process of service, ignoring the outputs of service.

Correspondingly, the empirical results in the hospitality industry have shown that
service quality dimensions in a hotel setting were different from thalfiaensions of
the SERVQUAL model. For example, using the SERVQUAL model in measuring
service quality of a hotel, Saleh and Ryan’s (1991) results did not confirm the five
dimensions of the SERVQUAL model. Instead, the model suggested that service quality
of a hotel could be measured in five dimensions named conviviality, tangibles,
reassurance, avoid sarcasm and empathy. Akan (1995) identified seven dimensions,
instead of five, for measuring service quality of hotels in an internatiomgibament
setting. Ekinci, Riley, and Fife-Schaw (1998) found only two dimensions, nhamed as
tangibles and intangible, for measuring service quality of hotel resortsDiekn, and
White (1999) found only three dimensions of service quality, namely employee,

tangibles, and reliability. These three dimensions are collectivelyedf®o as
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HOLSERV. Recently, Wilkins, Merrilees, and Herington (2007) used the SERVQUAL
instrument to measure service quality of the luxury and first class hotelsfollmel that
travelers evaluate service quality on three dimensions including physical preshvate
experience, and quality of food and beverage.

In addition to the criticisms above, the SERVQUAL model, which is based on a
disconfirmation paradigm, has been criticized for failing to draw on established
economic, statistical, and psychological theory (Buttle, 1996). Moreovery Bratl
Cronin (2001) stated that the major concern of the SERVQUAL model is “the question as
to what should be reliable, responsive, empathic, assured and tangible if service
excellence is to be ensured” (p. 36). Because of these criticisms, seseaathers have
attempted to develop alternative models for measuring service qualitycas/pdrby
customers. Cronin and Taylor (1992) developed and tested a performance-basee measur
of service quality called SERVPERF. This model explained more of thengana
service quality than SERVQUAL. Brady and Cronin (2001) proposed the hiearchi
model of service quality. They developed the model based on Rust and Oliver’'s (1994)
three component model of service quality and Dabholkar, Thorpe and Rentz's (1996)
multilevel model. The three-component model suggested that customers evaiiate s
guality of a given service provider based on three dimensions of the service enasunter
follows: the customer-employee interaction, the service environment, and the esitcom
of service. The multilevel model suggested that when evaluating servicg qualit
customers tend to break dimensions of service quality into various subdimensions. In
sum, Brady and Cronin’s (2001) hierarchical model suggested that customenrgggkerceli

service quality on three primary dimensions including interactions wiicser
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employees, physical environment, and outcomes of services. Each of thessaisne
has three subdimensions, as showed in Figure 1. That is, customers evaluate service
quality on each subdimension first. These evaluations then form the primary dimgnsions

which ultimately are aggregated to an overall perception of service quality.

Figure 1. Brady and Cronin’s (2001) Hierarchical Model.
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Although the majority of previous works in the hospitality literature used the
SERVQUAL model for measuring hotel service quality, this study walpa@rady and
Cronin’s (2001) hierarchical model to measure service quality of hotels as/pdrbg
customers. This model is appropriate to the study because: (1) the SERVQUAL mode
has been substantially criticized and debated, in particular it focuses more avctss pr
of service delivery than the outcomes of service encounters; (2) the hieranobaeh
represents a unifying approach that conceives of service quality byaimegall
dimensions of the unique characteristics of services (Volckner, SattlerigHEmurau, &
Ringle, 2010); and (3) the hierarchical model is well recognized and has beem @adapte
measure service quality in a variety of settings (e.g., Dagger, Sweedein&on, 2007,

Ko & Pastore, 2005; Martinez Caro & Martinez Garcia, 2008; Volckner et al., 2010).

Brand Reputation

A growing number of studies have shown that brand reputation or a company’s
reputation links to greater market share and profits for the company (Chaudhuri, 2002).
Brands with a good reputation are more likely to attract customers than thlose wi
negative one (Milewicz, Herbig, & Barbara, 1994). As a result, managerialahscese
often affected by consideration of the brand or company’s reputation (Werstsén,
& Maclnnis, 1999).

In the marketing literature, definitions of reputation have been proposed from
various perspectives, as shown in Table 3. These authors typically concegtaalize
reputation as an overall evaluation reflecting the aggregate perceptiakedidtiers on

the company or brand. As reputation reflects perceptions of an entity, it has been used
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interchangeably with the term “brand image” (e.g., Kwun, 2010; Martinez et al., 2009;
Wilde, Kelly, & Scott, 2004). Although these two constructs are conceptually simila
(Weiss et al., 1999), this study views brand reputation as different from brand image.
Specifically, brand image is more concerned with the strength, favorability, and
uniqueness of various brand associations held in the memory of customers (Keller, 1993),
while brand reputation is an aggregate composite of all previous transactions ower the |

of the entity (Herbig & Milewicz, 1997). In particular, here, brand reputation is
conceptualized as an aggregate perception of all previous activities octi@arsa

associated with a brand over time since the brand is formed (Milewicz et al., 1994)
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Table 3

Definitions of Reputation

Authors

Definitions

Herbig and Milewicvz
(1993)

“Reputation is an aggregate composite of all previous
transactions over the life of the entity, a historical notion,
and requires consistency of an entity’s actions over a
prolonged time” (p.18)

Weiss, Anderson, and
Maclinnis (1999)

“Reputation reflects how well it has done in the eyes of t
marketplace” (p.75)

e

Fombrun, Gardberg, and“A reputation is therefore a collective assessment of a

Sever (2000) company’s ability to provide valued outcomes to a
representative group of stakeholders” (p. 243)

Bromley (2001) “Reputation can be defined as a distribution of opinions

overt

expression of a collective image) about a person or othel
entity, in a stakeholder or internal group” (p. 317)

(the

Schultz, Mouritsen, and
Gabrielsen (2001)

“Reputation combines everything that is knowable about
firm. As an empirical representation, it is a judgment of th
firm made by a set of audiences on the basis of perceptic
and assessments” (p. 24)

a
e
NS

Gotsi and Wilson (2001

“A corporate reputation is a stakeholder’s overall evalu
of a company over time. This evaluation is based on the
stakeholder’s direct experience with the company, any ot
form of communication and symbolism that provides
information about the firm’s action and/or a comparison V

ati

her

vith

the actions of other leading rivals” (p. 29)
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The literature (Chaudhuri, 2002) has showed that reputation of a brand does not
depend on how long a brand has been presented in the market. Instead, reputation of a
brand can be established by providing unique value and/or service to customers. In
addition to creating uniqueness of the brand, reputation can be developed through
advertising. As discussed in Fomburn and Shanley (1990), and Herbig and Milewicz
(1993, 1997), reputation is established by the flow of information from one user to
another. It can be developed from market signals or available information abqudrty
activities originating from the companies themselves, from the mediarordiher
channels. Customers construct brand reputation based on their perceptions of a brand or
company’s willingness and ability to perform or fulfill market signalsaAssult, if a
company or brand repeatedly fails to fulfill its promises, its reputatiorb@ilamaged.

Brand reputation is often used as an indicator of its actions in the future.
Customers use the reputation of a brand as a means of inferring quality of thespooduct
services (Herbig & Milewicz, 1997). That is, under the same umbrella brand name, a
customer may view quality of products or services provided by a brand today to be
similar to the quality of products or services in an earlier period or theygobhew
products or services to be similar to the quality of products or services ésdblis
(Milewicz et al., 1994).

According to Sullivan (1990), the reputation of a brand is composed of two
components including a product-specific component and a brand component. The
product-specific component represents unique attributes of each product or sérwice. T
brand component represents all aspects of quality that customers cannot apportion to

individual products or services. The product-specific component does not depend on the
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brand component. Under the umbrella brand, all products or services share the brand
component. Both components of brand reputation can be derived from customer
experiences with a product or service, company advertising, and word-of-mouth. To
understand this notion, Marriott International is used as an example. Marriott, the
umbrella brand or core brand, have been extended to several hotels such as AC hotels by
Marriott (targeting the design conscious, younger traveler looking fosraapolitan

hotel stay in a great city location) and Residence Inn by Marrioteftagptravelers who
want to stay away from home but feel like home). Matrriott’s reputation cderbed

from the Marriott component (as a brand component), the AC hotels component (as a
product-specific component), and the Residence Inn component (as a product-specific
component). The AC hotels and Residence Inn share Marriott’s reputation in tehas of
high service quality with all other Marriott extended hotels. The AC hofalitagion
connects to the design of hotels—stylish and urban hotels. The Residence Inn’s
reputation connects to features of the hotel—spacious suites with full kitchensieombi

home-like comforts with functionality.

Measuring Brand Reputation

Brand reputation has been recognized as a multi-dimensional construct.
Unfortunately, there is no consensus regarding the conceptualization and measureme
scale of brand reputation available in the literature. Table 4 shows meastirEms

and scale had been used in measuring brand reputation in previous empirical studies.
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Table 4

Measurement Items and Scale for Brand Reputation

Measurement Iltems Measurement Scale Autho

e What reputation has XX among your A six-point Likert type scale| Selnes

colleagues/friends and family? rangir_lg from “Very N (1993)
« How do you rate XX’s reputation negative” to "Very positive

compared to their competitors?
¢ This brand has status. A seven-point Likert type | Chaudhuri
« This brand has a good reputation. | SC@l€ ranging from “Very | (2002)

his i I- k strongly disagree” to “Very

e This is a well- known brand. strongly agree”
e This is a popular brand.
¢ This brand has high esteem.
e All together, | am very positive to A seven-point Likert type Hem et

brand xyz. scale ranging from “Strongly al.(2003);
« All together, | am very satisfied with | disagree” to “Strongly Abideen and

brand xyz. agree. Latif (2011)
e All together, | associate positive things

with brand xyz.
¢ This brand is trustworthy. A five-point Likert type scale Veloutsou
e This brand is reputable. ranging from “Strongly and

. , disagree” to “Strongly Moutinho

e This brand makes honest claims. agree.” (2009)

Customer Attitudes toward Brand Extension

Attitude is one of the most important notions that have a rich history in the

marketing literature. Generally, it is believed that attitude igivelst stable and an

enduring predisposition to have, so that it can be used to predict customer behavior
toward a product or service (A. A. Mitchell & Olson, 1981). In general, if a person has a

positive attitude toward a product, service, or brand, the person is more likely to buy that

product, service, or brand (Churchill &

Brown, 2007).
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Attitude is typically referred to as an individual's internal evaluation oftgect
(A. A. Mitchell & Olson, 1981). Thus, brand attitude or customer attitude toward a
subsequent hotel brand extension, here, is conceptualized as a customer’s overall
evaluation of that subsequent extension. According to Keller (1993), brand attitude is
function of the salient beliefs a customer has about the product or service, and the
evaluative judgment of those beliefs. The salient beliefs about the brand can letedsoci
to product-related attributes, non-product-related attributes, and benefith&dmand.
Product-related attributes are the ingredients necessary for peddima product or
service. Non-product-related attributes are external aspects of the pvodactice that
relate to its purchase or consumption such as price information and packaging
information. Benefits are the personal value customers attach to the proderviae s
attributes.

Given the impact of attitudes on customer behaviors in terms of intentions, choice
and repeat purchasing, it is not surprising that numerous studies on brand equity
extensions have focused on understanding how customer attitudes toward brand equity
extensions are formed. According to Czellar (2003), to date, a study of brand equity
extension attitude formation has been conducted based on two attitude paradigms,
including the affect transfer and information processing. The affect trgesfpective
posits that if customers perceive the fit or similarity between theplarand and the
extension, customers will evaluate the extension based on their attitudes tiosvar
parent brand. That is, positive beliefs and favorable attitudes toward the brand that
customers hold in their memory will facilitate the formation of positive tsetiad

favorable attitudes toward the brand extension. The information processing from
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economic perspectives views an existing brand name in a new product category as
signal of quality and a means to reduce consumer-perceived risk regardmegvthe
product. Consequently, customers will have favorable evaluations toward the extensions

As discussed in the beginning of the chapter, the rich literature on brand equity
extensions yields two main aspects contributed to the formation of attituded toaad
extensions. The first aspect includes the characteristics of the parentunhras s
guality, image, and reputation (Aaker & Keller, 1990; Kwun & Oh, 2007). The second
aspect involves the relationship between the parent brand and the extension such as fit or
similarity between the parent brand and the extension (Sobodh Bhat & Reddy, 2001;
Buil, Chernatony, & Hem, 2009). Specifically, prior works have found that perceived
guality of the parent brand has a positive effect on customer attitudes towand a bra
extension (Aaker & Keller, 1990; Buil et al., 2009; van Riel et al., 2001). That is, if the
parent brand is associated with high quality, the brand extension evaluations will be
positive. On the other hand, if the parent brand is associated with low quality, attitudes
toward the extension will be negative. The transfer of the perceived qualityahc
will be enhanced when the parent brand and the extension are perceived as aifaror si
in either category fit or brand concept fit.

Unlike previous studies, the focus of this study is not on examining how the
strength of the parent brand impacts customer attitudes toward brand extensions, the
interest of this study is given to investigating the spillover effects aepad service
guality of a previous brand extension on the attitude formation of a subsequent hotel
brand extension. Based on the literature, it is expected that attitude toward the new

extension depends on perceived service quality of any previous extension, expected
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service quality of the new extension, core brand reputation, perceived risiatestsogth

the extension, and perceived similarity of the previous and the new extensions.

Measuring Brand Attitudes

Research in the areas of product line extensions, advertising affects, and brand
attitude had been typically measured as the dependent variable. Given the
multidimensional nature of brand attitude, the majority of previous studies measured
brand attitude with at least three measurement items (Low & Lamb, 20009.5abl

presents measurement items and scales have been used in brand attitude.
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Table 5

Measurement Items and Scale for Brand Attitudes

Measurement Items Measurement Scale Author
e Overall, | am very positive to Ranging, 1 = Totally Hem and
extension XYZ. disagree to 6 = Totally agreelversen
e What is your attitude to extension | Ranging, 1 = Dislike to 6 = | (2002)
XYZ. Like
« Overall evaluation of the extension | Ranging, 1 = One of the
XYZ relative to existing brands in theworst to 6 = One of the best
extension category.
e How “good” (or “bad”) an idea was | Ranging, 1= very bad to Park, Milberg,
the extension. 7=very good and Lawson
o How “likable” was the extension. | Ranging, 1 = very unlikable| (1991); Wu
to 7 = very likable (2007)
o How “pleased” would the extension| Ranging, 1 = very unpleasef
make you feel. to 7 = very pleased
e Favorability of the extension A seven-point Likert scale, | Martinez,
e Perceived quality of the extension | ranging from 1 = very low, 7 Montaner, and
o Likelihood of trying the extension | = Very high Pina (2009);
Martinez and
Pina (2009)
e My attitude towards XYZ is very A seven-point Likert scale, | Dwivedi,
positive. ranging from strongly Merriless and
e | am very favorably disposed towardgglisagree (1) to strongly agre&Sweeney
XYZ. (7) (2010)

e According to me XYZ are great.
e | admire XYZ a lot.

e | feel good about XYZ.
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Brand Loyalty

Loyalty has been acknowledged as an important concept for marketing
practitioners. This is because loyal customers are typically lessg@nsitive, likely to
spread positive word-of-mouth, and required a minimum amount of marketing cost
(Rundle Thiele, 2001; Tepeci, 1999). Brand loyalty generally is defined aspby detd
commitment to rebuy or repatronize a preferred product/service consistethidyfuture,
thereby causing repetitive same-brand or same brand-set purchasing, slasgional
influences and marketing efforts having the potential to cause switching behavior”
(Oliver, 1999, p. 34).

Brand loyalty is considered as the core asset contributing to brand equity, (Aaker
1991). There are many factors creating brand loyalty such as customeemcger
satisfaction, perceived value, and reputation (Brunner & Opwis, 2008; Selnes, 1993).
Brand loyalty is also influenced by the other major dimensions of brand equitdingl
awareness, association, and perceived quality (Kayaman & Arasli, 2007; Oh, 2000).

In the context of hotel brand extension, Jiang et al. (2002) suggested that a brand
extension strategy could be used to increase customer loyalty. With ertdratiel
companies can reach distinguishable groups of customers with diverse needssis a
brand awareness and recognition are increased. Customers familiar vetidate more
likely to patronize an extension of that brand rather than take risk with an unfamiliar

brand.
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Measuring Brand Loyalty

As discussed in the literature (Back & Parks, 2003; Bowen & Chen, 2001),
loyalty construct can be measured by three approaches including behatibuainal,
and composite measurements. Behavioral brand loyalty is referred to asofaens
overt behavior toward a specific brand in terms of repeat purchasing patiank’&
Parks, 2003, p. 420). It is typically measured using data from either the actuabmpmgcha
or switching behaviors of the consumer (such as scanner panel data) or the csistomer’
self-reported purchasing or switching behaviors. Because the behawal} kEpproach
relies on the actual data (past behavior), it has been criticized that itta¢igéec
importance of understanding customer decision-making processes underlying the
purchase behaviors. Attitudinal brand loyalty is measured using attitudiagbdatflect
the emotional and psychological attachment inherent in loyalty. It is tiypmaasured
with repurchase intention, resistance against better alternatives, |ngness to
recommend the product or service. Composite brand loyalty combines both behavioral
and attitudinal aspects. It is typically measured by brand preference, proeéihsand
switching, frequency of purchase, and total amount of purchase. For the purposes of this
study, core brand loyalty will be measured based on the attitudinal appraatsh 6T

presents measuring items and scales have been used in the literature.
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Table 6

Measurement Items and Scale for Brand Loyalty

Measurement Iltems

Measurement Sd

ale Authorg

e How likely is it that you will buy
product/services from XYZ in the future?

e If another person asked your advice, how
likely is it that you would recommend XYZ?

A 6-point scale
went from 0 to 100
percent

Selnes (1993)

e | will buy this brand the next time | buy [ ].

A 7-point ratings of

Chaudhuri and

e | intend to keep purchasing this brand. agreement (1 = veryHolbrook
e | am committed to this brand. strongly disagree, 7 (2001)
« | would be willing to pay a higher price for | = Very strongly
this brand over other brands agree)
e | seldom consider switching to another A 7-point ratings of| Srinivasan,
website. agreement (1 = veryAnderson, and
e As long as the present service continues, | | strongly disagree, 7 Ponnavolu
doubt that | would switch websites. = very strongly (2002)
e | try to use the website whenever | need to | agree)
make a purchase.
e When | need to make a purchase, this website
is my first choice.
e | like using this website.
e To me this website is the best retail website to
do business with.
e | believe that this is my favorite retail website.
e Say positive things about XYZ to other A 7-point Zeithaml,
people. likelihood scale (1 | Berry, and
e Recommend XYZ to someone who seeks yotinot at all likely | Parasuraman
advice. and 7 = extremely | (1996)
e Encourage friends and relatives to do busindéegly).
with XYZ.
e Consider XYZ your first choice to buy
services.
e Do more business with XYZ in the next few
years.
¢ Do less business with XYZ in the next few
years.
e The next time | need to stay at a hotel, | wil| A 7-point scale (1 5 Taylor and
stay at the _ hotel” strongly disagree, 7 Baker (1994);
e | will recommend the ___ hotel to my friends= strongly agree) | Maxham and
Netemeyer

(2002); Han and
Back (2008)
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Perceived Risk
Perceived risk has been recognized as a powerful factor in explanation of
consumer behavior because consumers are more often motivated to avoid mistakes than
to maximize utility in purchasing (V. W. Mitchell, 1999). In the literature, @&exd risk
has been defined as the consumer’s perceptions of uncertainty and consequences of
purchasing a product or service (Dowling & Staelin, 1994). These perceptiongtdye hi
dependent on individual psychological and situational characteristics, including sel
efficacy and wealth position (Cho & Lee, 2006). The literature has also shathé
degree of perceived risk is associated with the degree of intangibilityisT lga¢ater
intangibility increases perceive risk (e.g., Laroche, McDougalig&en, & Yang,
2004). Therefore, purchase of services, which are typically more intangéleeraeived
to have higher risk involved than purchase of products (V. W. Mitchell, 1999).
Perceived risk has been found to play an important role in a variety of aspects of
consumer behavior. For example, Sweeney, Soutar, and Johnson (1999) studied the
effects of perceived risk on the relationship between perceived product/senlite qua
and perceived value for money in a retail setting. Using a sample of consatinasby
looking for an electrical appliance, their empirical study revealddtisiomer
perceptions of product quality had negative direct effects on customer percepticks
in relation to purchasing a new product, which consequently will affect tHeémgriess
to purchase the product/service. In context of the information management, Impkim, a
Han (2008) studied the moderating role of perceived risk in the effects ofyaercei
usefulness and perceived ease of use on user acceptance of technologiesulikeir res

showed that when perceived risk associated with trying a new technology ishkigh, t
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effects of perceived usefulness and perceived ease of use on intention to use new
technologies were attenuated. In the context of brand equity extension, Volckner and
Sattler (2006) found that customers evaluate brand equity extension more favorably if
they perceive less social and financial risk regarding the extensicet. dle (2008)

examined customer evaluations of hotel extensions and the feedback effeet® of th
extensions on the parent brand. They found that customers perceive higher risks in step-
up extensions than in step-down extensions. Moreover, customer perceptions of risk have

a negative effect on their attitude toward the extension.

Measuring Perceived Risk

Previous researchers have attempted to develop measurement models to capture
all dimensions of a perceived risk construct. Most of the items have primarily been
related to the dimensions of risk and uncertainty (including financial, product
performance, social, psychological, physical, and time/convenience risk) gatd/ae
consequences associated with them (Stone & Grgnhaug, 1993). Table 7 presents the

measurements used to capture perceived risk in the service context.
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Table 7

Measurement Items and Scale for Perceived Risk
Measurement ltems Measurement Scale Authors
e Overall, the thought of buying XYZ Likert-type five item | Stone and

within the next 12 months cause me to
concerned with experiencing some king
of loss if | went ahead with the purchas

e All things considered, | think |1 would
make a mistake if | bought XYZ within

the next 12 months for my use at home.

e When all is said and done, | really feel
that the purchase of XYZ within the ne
12 months poses problems for me that
just don’t need.

gcales with 1 =
| strongly disagree, 5 3
estrongly agree.

Gronhaug (1993);
= Veloutsou and
Xuemei (2008)

e Globally, I am sure | will make a
mistake if | make this purchase.

e After all, | have the feeling that this
purchase will really cause me lots of
trouble.

e Generally, | am sure that | will incur
some risk if | buy a item in the next 12
month

A nine-point Likert-
type five item scales
anchored by "totally
disagree" through to
"totally agree".

Laroche, Bergeron
and Goutaland
(2003)

e Considering the possible problems with
the hotel's performance, how much risk
would be involved with choosing to stay
at this hotel?

e How sure are you about the hotel’s
ability to perform?

e In your opinion, how certain are you tha
this hotel would perform as well as
similar hotels that you could go to?

e How confident are you of the hotel’s
ability to perform as expected?

A seven-point Likert-
 type scale

Lei et al., (2008)

e How confident are you that the XY X wil
perform as described?

e How certain are you that the XYZ will
work satisfactorily?

¢ Do you feel that the XYZ will perform
the functions that were described in the

| A seven-point scale

1 = very confident-
not confident at all,
7=certain-uncertain

1=do feel sure, 7=do
not feel sure

advertisement?

Grewal, Gotlieb,
and Marmorstein
(1994)

4
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Perceived Similarity

Perception of similarity or fit between the extension and the parent brand is
another important aspect in the brand extension literature. Empirical evidensigokan
that perceived similarity plays two significant roles in brand extensvaluation. First, it
has a significant direct impact on customer evaluations of brand extensides §Aa
Keller, 1990; DelVecchio, 2000; Dens & De Pelsmacker, 2010; Hansen & Hem, 2004).
That is, customers are more likely to evaluate the extension favorably hdyepetrceive
the extension to be similar to the parent brand. Second, perceived similaritymas bee
found to moderate the effect of perceived quality of a core brand on attitude toward the
extension (Aaker & Keller, 1990; Volckner & Sattler, 2006). That is, the more simila
between the parent brand and extension in terms of complement, substitute, and
manufacturing (Aaker, 1990) the more likely are customers to transfer drd peaind’'s
characteristics and association to the extension.

Perceived fit or similarity is referred to as the degree to which cessonwew the
extension product or service as being similar to the existing productsedfvigth the
brand (Aaker & Keller, 1990). As discussed in the literature (Sobodh Bhat & Reddy
2001; Lau & Phau, 2007), perceived fit construct can be conceptualized into two
dimensions, including product feature similarity and brand concept consistency€dr cal
brand image fit). Product category fit is defined as “consumers’ percepfitims
similarity of the product categories of the extension and the parent braoldi$Bhat
& Reddy, 2001, p. 114). That is, category fit is performed by identifying the sineta
of attributes between the extension brand and the parent brand. Brand image fit is

referred to as “consumers’ perceptions of the similarity of the extensnities image
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with that of the parent brand” (Sobodh Bhat & Reddy, 2001). With the product category
fit, customers generally believe that expertise and skills in making thet jbaaed

products will transfer to the extension. This results in the transfer of posiiteagon

from the parent brand to the extensions. With the brand image fit, customers generally
believe that they are able to enjoy experiential benefits from the extemsitar o

those from the parent brand.

Measuring Perceived Brand Image Similarity

Unlike category extension, in vertical line extension such as hotel brand
extensions, extended products or services are in the same category as the pakefs bra
a result, product category fit or similarity between the parent brand and ¢émsiexss, or
among the extensions themselves are considered high (Lei et al., 2008).rEherefo
perceived fit is viewed in this study as having one dimension, brand image fit, and is
referred to as customer perceptions of brand image similarity betwepretheus hotel
extension and the new (or subsequent) hotel extension. Table 8 presents measurement
items and scales used to capture customer perceptions of brand image\sineiteneen

two extended products/services.
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Table 8

Measurement Items and Scale for Perceived

Brand Image Smilarity

Measurement ltems

Measurement Sca

le Authors

¢ The extension and parent brand had
similar images

A seven-point scale,
with 1 as “Strongly

Bhat and Reddy
(2001);Jung and

e The extension conveyed the same Disagree” and 7 as | Lee (2006)
impressions as the parent brand Strongly Agree
e The product extension fits with the brandA five-point Likert Taylor and

image
e Launching the extension is logical for t
company

¢ Launching the extension is appropriate
for the company

scale, ranging from
\Strongly disagree (1)
to strongly agree (5)

Bearden (2003);
Martinez et al.,
(2009)

Overall, how similar do you believe the
XYZ is to ABC Company in terms of:

Product quality
Service quality

A five-point Likert
scale, ranging from
very dissimilar to very
similar

e Brand image

Kwun and Oh
(2007)

Research

Use of established brand named to enter new product categories or new market

Hypotheses

segments are widely used in the service industry as well as in the loddursgry.

Several major hotel companies have taken advantage of their brand reputation te enhanc

the success of new hotels by using a brand as a signal of quality of new hotelseWith t

fact that several major hotel companies have already extended theirdedneast one

hotel, the purpose of this study was to investigate the spillover effects of previeus hot

brand extensions on customer attitudes toward a subsequent hotel brand extension and

core brand loyalty.
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Spillover Effects of Previous Extensions on Attitude toward a SubsequoeExtension

The proposed conceptual model, as shown in Figure 2, was developed based on a
signaling theory of umbrella branding, the study of Volckner et al. (2010), and the
literature review. The model hypothesized that under the same umbrella braatgoerc
service quality of any extended hotels has positive impacts on attituded swar
subsequent brand extension through perceived service quality of the subsequent brand

extension, and core brand reputation.

Mediating Role of Perceived Overall Service Quality of a Subsequent Brand
Extension

Wernerfelt’'s (1988) model of umbrella branding suggested that the expected
guality of one product could be drawn from experience with another product sold under
the same brand. That is, an umbrella brand carries information from one product to
another. Recent empirical works in the marketing literature show strong stgpbe
premises of the signaling theory of umbrella branding. Erdem (1998) developedla mode
to explain how consumers’ perceptions of quality in one product can be affected by their
experience with another product sold under an umbrella brand. Her model is estimated on
panel data for two oral hygiene products, toothpaste and toothbrushes, which some of the
two products share the same brand name across the two product categories. fEhe resul
revealed that customer perceptions of product quality under the same umbrelladrand a
highly correlated across product categories. In other words, perceivey q@ialioducts
sharing the same brand name in two categories is affected by custom@amegsan

either of the categories. Hakenes and Peitz (2008) also developed a modelttahtiod s
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umbrella branding. In their model, two products are sold under an umbrella brand over
two periods. In the first period, customers make their purchasing decisionssettnel
period, customers again decide which products they want to buy, after detecting low
quality of the product. This model showed that umbrella branding allows consumers to
pool their experiences across the products. That is, after customers observeditpw qua
of a product, they concluded that a product sold under the same umbrella brand as
another product that turns out to be of low quality must be of low quality as well.

Consistent with the literature discussed above, Volckner et al. (2010), found that
under the uncertainty, each service quality dimension of the parent brand acts as a signa
of quality and risk reduction to customers regarding the extensions. Volclaler et
(2010)’s model of the drivers of perceived service quality of the extension, deatedst
that perception of each service quality dimension of the service extension ispaevel
based on customer perceptions of each service quality dimension of the parent brand.
That is, a customer’s overall serviced quality of the service extendiomised based on
his/her expectation of each service quality dimension of the extension that desived fr
his/her perception of the parent brand’s service quality dimensions.

In summary, a signaling theory of umbrella branding and previous studies have
suggested that perceived quality of a new brand extension can be influencedcebsederc
quality of any previous brand extensions. With this notion as background, this study
posits that under the same umbrella, brand customers will use their experighcasywi
hotel to judge or predict service quality of another hotel, which consequentbffedt
their overall evaluations or attitudes toward a subsequent hotel brand extension.

Specifically, this study expects the positive relationship between pelcvace
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quality of previous hotel brand extensions and perceived service quality of a subsequent

hotel brand extension. As mentioned in the previous section, in this context, perceived

service quality of a hotel is conceptualized based on Brady and Cronin’s (2001)

hierarchical approach in which service quality is composed of three dimensiosisaphy

environment, interaction, and outcome service quality. Consequently, the following

hypotheses were postulated:

H1l: Perceived physical environment quality of previous brand extensions positively
influences perceived overall service quality of a subsequent brand extension.

H2: Perceived interaction quality of previous brand extensions positively infisienc
perceived overall service quality of a subsequent brand extension.

H3: Perceived outcome quality of previous brand extensions positively influences

perceived overall service quality of a subsequent brand extension.

Based on the findings of brand extension research, Kwun and Oh (2007) proposed
a conceptual framework to describe consumer evaluations of hotel brand extension.
Using a survey approach with four hotel brands from two lodging portfolios (Marriott
International and Hilton Hotels Corporation) as sample products, the results shawed tha
customer attitude toward a hotel extension was partially affected bgiyeEa@uality
(measured by product and service quality) of that extended hotel. Hencelawafpl
hypothesis was proposed.
H4: Perceived overall service quality of a subsequent brand extension positively

influences attitude toward the subsequent brand extension.
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Mediating Role of Core brand Reputation

A review of the marketing literature has suggested that perceivedycfadit
product or service is associated with brand reputation (Selnes, 1993; Thawvamassel
Raja, 2008; Zeithaml, 1988). As mentioned in the Sullivan (1990) study, brand reputation
serves as a mechanism used by companies to insure their product or servigéoqualit
customers. Brand reputation consists of two components: a product-specific component
and a brand component. Under the umbrella brand, all products or services share the
brand component. Both components of brand reputation derive from information
acquired by customers such as their experiences with products or sexicpany
advertising and word-of-mouth communication. According to Selnes (1993), a direct
experience gives customers an opportunity to inspect intrinsic qualities obthepor
service. Thus, the perceived quality of a product or service is either ceidfor
disconfirmed. This effect will, in turn, affect customer perceptions of globdityjoathe
brand or brand reputation. Specifically, superior product or service quality wiigsitren
brand reputation, while inferior quality will distort the reputation of the brand. This
notion is supported by Selnes’ (1993) empirical study in which a theoretical model was
developed to describe the relationship among product quality, brand reputation, customer
satisfaction, and loyalty. This model was tested in four different industdesring both
business-to-business markets and private customer markets. The resirtsecbtife
positive association between perceived quality and brand reputation. Similarly,
Thamaraiselvan and Raja (2008), in their study of customer evaluation of bransi@xt
for FMCG (Fast Moving Consumer Goods) and service product categories im India

market conditions, found that perceived quality of the parent brand has a positive impac
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on brand reputation. Based on these findings, this study expects the positive relationship
between perceived service quality of previous hotel brand extensions and core brand
reputation, and thus, the following hypotheses were proposed:
H5:  Perceived physical environment quality of previous brand extensions positively
influences the core brand reputation.
H6: Perceived interaction quality of previous brand extensions positively infisienc
the core brand reputation.
H7: Perceived outcome quality of previous brand extensions positively influgmces

core brand reputation.

A basic premise underlying the use of brand extensions is that all products or
services sold under the same brand name contribute to the overall brand’s reputation,
which is used by customers to evaluate a product or service under the umbrella brand
(Sullivan, 1990). According to Hem et al. (2003), when a new product or service is
launched, customers have neither experience, nor concrete attributesa(lgsioeci
services), to evaluate the quality of the new extended product or serviceeAsta r
customers rely heavily on intrinsic cues such as brand reputation to distingpiggh a
quality product or service from a low quality product or service. That is, brand reputat
reduces risk associated with a purchase decision regarding a subsecretgcektand.

Previous studies (Kwun, 2010; Loureiro & Kastenholz, 2011) have found that
reputation is one of the primary contributors to expected quality. This is because
reputation is a historical notion based on the sum of the past behaviors of the entity. Such

that customers’ perceptions of a newly developed product are influenced by their
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perceptions of the company reputation, which are derived from customer experience
with the company’s established products (M. John & Paul, 1994).

In a study of the effects of customer attitudes toward extended hotel brands on
attitudes toward the lodging portfolio, Kwun (2010) found that perceived service quality
of the extension is influenced by brand reputation. Similarly, Loureiro ante ez
(Loureiro & Kastenholz, 2011) revealed that reputation of a tourism destination has a
positive effect on tourists’ perceived quality of the destination. This is becgugatien
molds the expectations that tourists form before the visit, which will then cemtér
the actual experience. Consequently, the following hypothesis was offered.

H8:  Core brand reputation positively influences perceived overall servicéyoqpfadi

subsequent brand extension.

Hem, Chernatony, and Iversen (2003) posited that brands with higher perceived
reputation encourage more positive evaluations than brands of lower reputatiorg Testi
this notion with brands in the FMCG, durable goods, and services sectors, Hem et al.
(2003) revealed that the greater the brand reputation the higher the possibility of
favorable brand extensions compared to the less reputed brands. Recent empirical work
by Thamaraiselvan and Raja (2008) provided evidence that customer perceptames of ¢
brand reputation positively associate with overall brand extension evaluation, pdsticul
umbrella brands in the FMCG and the service sectors.

Consistent with prior works, this study posits that customer attitudes toward the

new extension are affected by their perceptions of core brand reputation, which are
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derived from their experience with a previously extended hotel under the same ambrell
brand. Hence, the following was hypothesized:
H9:  Core brand reputation positively influences attitude toward a subsequent brand

extension

Spillover Effect of Previous Brand Extensions on Core Brand Loyalty

Apart from its spillover effect on attitude toward a subsequent brand extension,
there is evidence to suggest that previous extensions also have an effect on the core
brand.The literature has shown that brand extensions, whether successful or
unsuccessful, contribute to core brand equity. For example, a study conducted by
Swaminathan et al. (2001) showed that successful extensions have positigeoeffect
parent brand choice, particularly among prior non-users of the parent brand. This is
because a brand extension strategy enhances brand awareness amoggesistners
of the brand. Similarly, Martinez and Chernatory (2004) found that favorable customer
attitudes toward brand extension enhance brand image of the parent brand. Although
brand extensions may affect several aspects of core brand equity, this studyratexe
on the effects of service quality of a previous hotel brand extension on the core brand
loyalty. It is expected that customers’ perceived service quality ehagusly extended
hotel affect core brand loyalty through customer perceptions of core branati@pand
attitudes toward the subsequent brand extension.

Previous studies (Herbig & Milewicz, 1993; Milewicz et al., 1994) has suggested
that customer experience with the product or service creates a means of building

reputation, since it provides customers with the opportunity to test the signaiimg cl
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made by the brand. A brand will lose its reputation if it repeatedly fails td fidfstated
intentions or market signals. Generally, brands with good reputations are kebtredi
attract customer than those with negative reputations. According to BaskikaMalsh,
and Beatty (2011), the effect of brand reputation on brand loyalty involves cognitive
learning and recall processes. That is, positive or negative reputation traterad in
customer memories. The more the brand associates with positive traits, éhiekedpr
customers are to purchase products or service, or give recommendations to others.
Selness (1993) confirmed that perceived performance quality of a product or
service has a positive impact on brand loyalty through brand reputation. In his study,
brand loyalty represented a customer’s intended behavior related to the product or
service. This behavioral intention includes the likelihood of future purchases or fenewa
of service contracts, and intentions to recommend the brand to others. Loureiro and
Kastenholz (2011) also supported the positive relationship between brand reputation and
brand loyalty. They found that in the rural tourism context, a lodging unit’s requtati
was the most important factor determining customer loyalty toward the rura
accommodation. Similarly, Helm (2007) found that corporate reputation, as jeertsgiv
investors, has positive impacts on individual investors’ affective loyalty, whichmnn t
influences their behavioral loyalty. Consistent with the foregoing diseugsis study
hypothesized the following:

H10: Core brand reputation positively influences core brand loyalty.
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Research has shown that brand attitudes have positive relationships with brand
loyalty (Chaudhuri, 1999; Suh & Yi, 2006; S. A. Taylor & Hunter, 2003). Using two
separated studies, Chaudhuri (1999) revealed that brand loyalty mediate itvestajat
between brand attitudes and market share. In other words, brand attitudes have positive
impact on brand loyalty, which consequently affect a company’s market Bhdre.
context of eService, Taylor and Hunter (2003) also found the positive association
between brand attitude and brand loyalty. Similarly, using structural equatiotimgpde
Suh and Yi (2006) concluded that the customer satisfaction-loyalty relationlistete
by brand attitude. That is, brand attitude have a direct effect on brand loyalitg. In t
context of brand extension, Swaminathan et al. (2001) found that positive evaluations of
brand extensions have positive effects on parent brand choice. Based on thesd results, i
reasonable to expect the positive relationship between attitudes toward bearsiloext
and the core-brand loyalty. Thus, the following hypothesis is proposed:

H11l: Attitudes toward a subsequent brand extension positively influence core brand

loyalty.

Moderator Role of Perceived Similarity

Although the signaling theory of umbrella branding and previous studies have
suggested that under the same umbrella brand perceived service quality of ooarhotel
affect customer perceptions or expectations of service quality of anothetheteuthor
believes that this effect would be weaker if customers perceive lesargyrbetween
the two hotels. The foundation of this argument is built based on empirical evidence from

the brand extension literature.
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Prior research (e.g., Aaker & Keller, 1990; Bottomley & Doyle, 1996;

Chowdhury, 2007; Volckner & Sattler, 2006) has demonstrated that perceived fit or

similarity moderates the degree to which brand association transfea fneet-

established core brand to a new extension product or service. For example, Vahckner

Sattler (2006) developed a comprehensive model of brand extension success by unifyi

findings from published research and beliefs of managers. They found that periteived f

plays an important role in determining extension success. Specifically, tlez degr

which perceived quality of the parent brand is transferred to the extension depends on the

level of perceived fit between the brand and the extension product. That is, the positive

effect of the quality of the parent brand on extension success (conceptualized as
perceived extension quality) increases as the level of perceived fitaasraéolckner et

al. (2010) found a statistically significant moderating effect of perceived the

relationship between perceived interaction quality of the parent brand and expected

service quality of the extension. Consistent with the foregoing argumergiutis

hypothesized that:

H12: Perceived image similarity between previous brand extensions and a subsequent
brand extension moderates the relationship between perceived physical
environment quality of the previous brand extensions and perceived overall
service quality of the subsequent brand extension.

H13: Perceived image similarity between previous brand extensions and a subsequent
brand extension moderates the relationship between perceived interaction quality
of the previous brand extensions and perceived overall service quality of the

subsequent brand extension.
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H14: Perceived image similarity between previous brand extensions and a subsequent
brand extension moderates the relationship between perceived outcome quality of
the previous brand extensions and perceived overall service quality of the

subsequent brand extension.

Moderator Role of Perceived Risk

Generally, when customers face an uncertain situation or feel that negative
outcomes are likely, their perceptions of risk increase. As a result, theyngage in
different types of risk-reduction activities, such as careful evaluationaites, and
product trials (Dowling & Staelin, 1994). For example, in consumer brand choice
research, Erdem (1998) showed that when consumers perceived the risk of pgiechasin
new product to be high, they were more likely to choose a known brand than a new
brand. In evaluations of products or services, Cambell and Goodstein (2001) posited that
when the perception of risk is high, consumers became more conservative, but when
perceived risk is relatively low, consumers enjoyed the positive stimulatimded by
novel products and evaluated them more positively. In their study of the mogleratin
effect of perceived risk on the relationship between congruity (manipulatée by t
product packaging) and evaluations of a product, they found that under high-risk
conditions, consumers were likely to prefer an alternative that is consisterscivema
expectations to one that was moderately incongruent. In brand equity extesssarch,
Delvecchio and Smith (2005) posited that brand extension price premiums are built up in
part due to the ability of an established well-known brand to reduce customers/guérce
risk associated with the new products/services. Specifically, they founioramat-

extension price premiums are positively related to the perceived catdgueinfeen the
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brand and the extension. However, this relationship is moderated by the levels of
financial and social risk associated with the extension. In a study of thesdrfve
perceived service quality of the extension, Volckner et al. (2010) argued that the
transferability of perceived service quality of the parent brand to pectektension
service quality might be moderated by the level of perceived risk, whicls \zamiess
customers. Specifically, they posited that positive effect of the parent l@aucks
quality perception on the extension service quality perception likely incredlse kvel
of risk that consumers perceive increases. However, their empirical reselded that
the incremental variance explained by the moderating effects of percesiesivery

small.

Based on the empirical research discussed above, it seems reasonabletto expe

that the transfer of brand beliefs regarding service quality of the previextsiyded

hotel to a subsequent extended hotel vary considerably depending on the level of risk

associated with the subsequent brand extension customers perceive. Consequently, the

following hypotheses were proposed:

H15: Perceived risk associated with the subsequent brand extension moderates the

relationship between perceived physical environment quality of the previous

brand extensions and perceived overall service quality of the subsequent brand

extension.

H16: Perceived risk associated with the subsequent brand extension moderates the

relationship between perceived interaction quality of the previous brand
extensions and perceived overall service quality of the subsequent brand

extension.
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H17: Perceived risk associated with subsequent brand extension moderates the
relationship between perceived outcome quality of the previous brand extensions

and perceived overall service quality of the subsequent brand extension.
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Figure 2. Proposed Conceptual Model.
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CHAPTER Il

METHODS

This chapter describes the research design, which was used as a guide in
collecting and analyzing data of this study. In particular, the firsioseptesents an
overview of the research design. The second section describes the instrumamnthesed i
study. This is followed by a discussion of data sampling and collection procetlare. T

chapter ends with a discussion of the statistical methods used for the dategsanaly

Overview of Research Design
This was a quantitative research study. Specifictilg,study was descriptive
and causal research aimegeddicting the effect of perceived service quality of previous
hotel brand extensions on customer evaluations of a new hotel brand extension and core
brand loyalty. To accomplish the objectives of the study, a cross-sectionaisuoaly

sample survey with a self-administrated questionnaire was used to caléect da
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The questionnaire survey was preferable to other methods (e.g., personal and
telephone interviews) because it allowed for wider geographic coveragarged |
samples, which were a requirement of this study. The self-administratsitbguaires
were distributed through electronic mail (email). An email survey wasechover the
traditional paper-based survey because it can be delivered instantly to respondent
irrespective of their geographical location (llieva, Baron, & Healey, 2002a result, it
can reach wide subjects and get responses back in a short period at a very loal financ

cost (Duffy, Smith, Terhanian, & Bremer, 2005; llieva et al., 2002).

Survey Instrument
Core brand selection
Given the hypotheses to be tested, the core brand and previous hotel brand
extensions were the actual lodging brands, while the subsequent brand extension was a
fictitious hotel brand extension. Marriott, Hyatt, Hilton, and Holiday Inn whosen as
the core brands as they are well-known brands and were extended to severalidel bra

as shown in Tablel (“Top 50 Hotel Companies,” 2002).

Survey Questionnaire
A self-administrated questionnaire with closed-ended questions was devBlope
reviewing relevant literature. The questionnaire was comprised of fitiersed able 9

presents measurement items and scales used in section two, three, and four.
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Table 9

Summary of Measurement Items

Construct Item Adapted from
Perceived | would say that this hotel's physical | Brady and Cronin
physical environment is one of the best in its | (2001); Volckner et al.|
environment industry. (2010)
quality of | would rate this hotel’s physical

previous hotel
brand extensions

environment highly.
Overall, I would say that | have a ver
good impression of this hotel’s
physical environment.

Perceived
interaction quality
of previous hotel
brand extensions

Overall, I'd say the quality of my
interaction with this hotel's employeeg
is excellent.

| would say that the quality of my
interaction with this hotel's employeg
is high.

It is fun to interact with this hotel’s
employees.

Brady and Cronin
92001); Volckner et al.|
(2010)

S

Perceived
outcome quality
of previous hotel
brand extensions

I have had an excellent experience
when | visit this hotel.

| feel good about what this hotel
provides to its customers.

So far, | always rated this hotel’s
service highly.

Brady and Cronin
(2001); Volckner et al.,
(2010)

Perceived overall
perceived service
quality of the new

| believe this new hotel will provide
superior service.
| believe this new hotel will offer

Brady and Cronin
(2001); Volckner et al.,
(2010)

hotel b_rand excellent service.
extension | believe that overall service quality of
this hotel will be excellent.
Core brand All together, | am very positive to Chaudhuri (2002);
reputation Marriott. Hem, Chernatony, and

Overall, Marriott makes honest claim
Overall, Marriott is trustworthy.
Overall, Marriott has a good
reputation.

slversen (2003);
Veloutsou and
Moutinho (2009);
Abideen and Latif

(2011)
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Table 9 (continued)

Summary of Measurement Items

Construct

Iltem

Adapted from

Attitude toward
the extension

My attitude towards this hotel is very
positive

| am very favorably disposed toward$

this hotel
| feel good about this hotel.
| think this hotel is great.

Dwivedi, Merriless and
Sweeney (2010)

D

Core brand
loyalty

| will consider Marriott my first choice
if I travel in the future.

| believe that Marriott is my favorite
hotel brand.

To me Marriott is the best hotel chair
in the industry.

| will recommend Marriott to others
who seek my advise.

Taylor and Baker
(1994); Zeithaml,
Berry, and
Parasuraman (1996);
Maxham and
Netemeyer (2002);
Srinivasan, Anderson,
and Ponnavolu (2002)
Han and Back (2008)

Perceived image
similarity
between the
previous and new
extension

The Marriott’s new hotel and your
most recent Marriott hotel stay had
similar images.

The Marriott’s new hotel conveyed th
same impressions as your most rece
Matrriott hotel stay.

Bhat and Reddy
(2001); Jung and Lee
(2006)

e
nt

Perceived risk
associated with
the new extensior

N

All things considered, | think | would
making a mistake if | book a room
with this hotel for my future travel.
Generally, I am sure that | will incur
some risk if | choose to stay at this
hotel in the future.

Stone and Gronhaug
(1993); Laroche,
Bergeron, and
Goutaland (2003);
Veloutsou and Xuemei
(2008)
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The first section was comprised of screening questions in which prospective
respondents were asked whether they had stayed at Marriott, Hyatt, Hiltonplated/H
Inn hotels before. For respondents who have had experience with one of those hotel
brands, they were asked to choose a hotel in which they have stayed recently and to
continue the survey. For respondents who did not have experiences with any of these
hotel brands were asked to stop the survey.

In the second section, respondents were asked to report their perceptions of
service quality of the hotel that they had chosen in the first section. Thenseatisisted
of nine questions (items) designed to captured three dimensions of perceived service
quality: perceived physical environment quality measured (three itemncg)ye
interaction quality (three items), and perceived outcome quality (tler@s)it All of these
items were measured using a seven-point Likert-type scale (1 y titadhree; 7 =
totally agree)

The third section was designed to capture respondent perceptions of core brand
reputation, and core brand loyalty. This section was comprised of eight immggfns
were used to measure core brand reputation, and the rest were used to measure core brand
loyalty. All items in this sections were measured using a seven-pkert-type scale (1
= totally disagree; 7 = totally agree).

The fourth section was designed to capture respondent opinions about the new
hotel brand extension. In this section, respondents were presented with a page of
description about the new hotel brand with respect to amenities, facilities, raicésas

follow:
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“This new hotel is an upper moderate tier lifestyle hotel brand, targeting the
design conscious, traveler looking for a cosmopolitan hotel stay in a great atigtoc
With stylish and urban design, the hotel appeals to both the business and leisure travele
who seeks to experience the culture of the city. The hotel offers not only gsiept ded
true innovation, but also great personal, friendly, and modern service to make stays
unforgettable and to fulfill the needs of the 21st century traveler. The aveiegegmge
of this new hotel brand is $125 - $250.”

After reading the description, respondents were asked to report their pmrsepti
of overall service quality of this new hotel brand, perception of risk associgtethis
new hotel brand, attitude toward this hotel brand, and perceptions of image similarity
between this hotel brand and the hotel brand being chosen in the first section. This
section consisted of eleven items measured using a seven-point Lilkeseglp (1 =
totally disagree; 7 = totally agree). They were designed to measurefmiructs,
including perceived overall service quality of the new hotel (three itenrsgiped risk
(two items), attitudes (four items), and perceived similarity (twosde

In the last section, respondents were asked to provide information about
themselves regarding gender, marital status, year of birth, educaticamrauna

household income.
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Pilot Test

Although using fixed-alternative questions, or closed-ended questions have
several advantages such as simple to administer, easy for data coding, atidgprovi
reliability, or consistency of responses (Churchill & Brown, 2007), they also hawe som
disadvantages. One of them is that if the standardized survey questionnametdoes
represent constructs of interest, data obtained will be misinterpreted li@ih&aB8rown,
2007). To cope with this disadvantage, a pilot test was conducted to ensure the validity
and reliability of the instrument.

The pretest survey questionnaire was conveniently circulated to gradickeetst
in the School of Hotel and Restaurant Administration at Oklahoma State Univéhsty
goal of this survey was to identify the appropriateness and wording of the questions,
sequence, and layout of the questionnaire, as well as analysis procedureof3btal
responses were analyzed for crosschecking the reliability of the resa&@anerally,
when multiple items are used to measure a hypothetical construct, itglafsiuch a
measure is often assessed based on the internal consistency of the migasure
Cronbach’s alpha (Churchill & Brown, 2007; Hair, Black, Babin, & Anderson, 2010). As
shown in Table 10, Cronbach’s alpha of nine constructs ranged from .90 for the perceived
interaction quality construct to .97 for the core-brand reputation construct and perceive
risk construct. These values were all higher than the lower limit of .70 suggediedr b

et al. (2010). This means that the instrument had internal consistency oritgliabil
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Table 10

Reliability of the Measures

Construct Number| Cronbach’s
of items Alpha

PQ: Perceived physical environment quality of previous 3 .959
brand extensions
IQ: Perceived interaction quality of previous brand 3 .901
extensions
OQ: Perceived outcome quality of previous brand 3 .964
extensions
OSQ: Perceived overall service quality of the new brand 3 .967
extension
REP: Core-brand reputation 4 971
ATT: Attitude toward the new brand extension 4 944
LOY: Core-brand loyalty .955
SIM: Perceived similarity between the previous and new 2 .927
brand extensions
RSK: Perceived risk associated with the new brand 2 971

extension

Sampling and Data Collection

Sampling Plan

The population of the study was customers who have had experience with a hotel

brand extension in the United States before the survey was conducted. The target

population of the study was travelers in the U.S. whose email addresses are ia a publ

available email database purchased by the Center for Hospitality andrm ®esearch

at Oklahoma State University and those whose email addresses are in the @lSadiem

University email address system. A non-probability sample with convemgampling

was used to draw samples. Convenience sampling is considered appropriate for a study
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that aims to provide understanding of complex phenomena and for answering why and
how questions (Marshall, 1996). As such, drawing a sample with a convenience approach
was suitable for this study as the main purpose was to develop a theoretical model

explaining a multiple hotel brand extension.

Sample Size

This study employed structural equation modeling (SEM) for analyzingAlsta
for all multivariate techniques, to employ SEM, a researcher needs to aetéhnei
required sample size for the results to be reasonably stable (Kline, 2005). IHatneve
very difficult to determine the size of a sample needed to provide trustworthtgres
because there are several factors affecting sample size reguiiysoch as model
complexity, missing data, and the estimation technique (Hair et al., 2010, ZDidg). A
complex model typically requires larger samples than a parsimonious modteligtit
there are no absolute standards in the literature regarding the relationnbsdwgse
size and path model complexity, several recommendations are offered in detethening
sample size. Stevens (2002) suggested the ratio of the number of cases to the number of
free parameters be 15:1. Kline (2005) recommended the sample size to freetgraram
ratio at 10:1, while Benlter and Chou (1987) suggested that the ratio “may be able to go
as low as 5:1 under normal and elliptical theory, especially when there are many
indicators of latent variables and the associated factor loadings are(la@p"
However, Kline (2005) suggested that the ratio should not be less that 5:1 because the
statistical precision of the results may be doubtful. Further, he suggestémt that

structural model to be identified, “the number of observations (samples), which equals
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v(v+1)/2, where v is the number of observed variables (items), must equal or exceed the
number of free parameters, and each latent variable must have a scale” (p. 212). Ha
Black, Babin, Anderson (2010) recommended a minimum sample size based on the

model complexity and measurement model characteristics as follow:

Number of Constructs Number of Measurement ltems in ~ Minimum
Each Construct Sample Size
<5 >3 100
<7 >3 150
(No under-identified constructs)

<7 Some constructs have fewer than three 300
items

>7 Some constructs have fewer than three 500
items

The structural model of this study consisted of seven constructs (PQ, 1Q, OQ,
0OSQ, REP, ATT, and LOY) measured by twenty-four items. The model had three
exogenous variables (PQ, 1Q, and OQ) and four endogenous variables (OSQ, REP, ATT,
and LOY) with eleven direct paths. Thus, the model has fifty-nine parametec, whi
include thirty-one variances of exogenous variables (three exogenous, faototy-four
measurement errors, and four disturbances), and twenty-eight direct effect
endogenous variables (seventeen factor loading, and eleven paths). The following is the

minimum sample size based on recommended criteria discussed in the previous sect
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Author Criterion Minimum Sample Size
Kline (2005) Observation = v(v+1)/2 = 24(24+1)/2 300
Benlter and Chou| Sample/ parameter ratio at 5:1 295
Hair, Black, Seven constructs and all constructs 300
Babin, Anderson | have at least three measurement items
(2010)

Based on the criteria above, the minimum sample size was 300.

Data Collection Procedure

An online self-administrated survey was employed to collect data. Theysurve
guestionnaires were distributed through electronic mail (e-mail). With theecsuirvey,
all questionnaires were administrated through the Qualtrics Survey Pr¢gsecure
online survey software) provided by the College of Human Sciences at Oklahoena Stat
University. Using the online survey site allows the author to export data girgctl
computer programs used for statistical analysis such as SPSS, and MiExasbfThis
minimized errors in coding data.

After obtaining the permissidnom Oklahoma State University Institutional
Review Board in conducting Human Subjects Research, email invitations witca di
link to Qualtrics were sent out to all selected subjects. The invitation measagked
the purposes of the study, survey procedures, benefits, confidentiality, and participant
rights. Subjects who desired to participate in the study were asked to click perbny
located at the end of the invitation message. After respondents finished thermaas,
they were asked to submit their answers by clicking the submit button. The simsaver

sent directly to the online survey site, where the researcher had accésswve tiee data.
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Data Collection and Response Rate

The online survey was conducted from February 15, 2012 through March 16,
2012. A total of 654,907 email invitations were sent out, the delivery of 374,606
messages failed, indicating an undeliverable rate of 57.2%. Among 280,301 invitations
successfully delivered, 673 participants responded to the survey. Of these, only the
respondents who have stayed at one of these hotel brands, Marriott, Hyatt, Hilton, and
Holiday Inn were kept in the analysis. After removing the cases witlsgixedevels of
missing data, 511 responses remained in the analysis, accounting for a resgooise r

0.18%, as shown in Table 11.

Table 11
urvey Response Rate
Number | Percent (%
Total target population 654,907 100
Undelivered emails 374,606 57.2
Total survey population 280,301 100
Total responses 673 0.24
Incompleted responses 64 0.02
Unusable samples (failed to meet the criteria for being injthe 75 0.03
sample)
Total coded samples 534 100
Missing value 71 13.29
Kept in the analysis 48 8.99
Removed from the analysis 23 4.31
Total usable samples 511 0.18
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Data Analysis

The data were analyzed using SPSS and Mplus software, version 6. Statistical

techniques employed in this study include a descriptive analysis, comfiynfiattor

analysis (CFA), structural equation modeling (SEM), and multiple-group analyss

data analysis procedure can be divided to four major stages as follows:

The first stage involved a descriptive analysis, such as frequencies, mdans a

standard deviations, which were used to identify distributions of the variables and profile

the demographics of respondents. Respondent demographic information included:

1.

2.

3.

Gender: male or female

Year of birth: 1945 and before, 1946-1964, 1965-1976, or 1977 and after
Marital status: single or married

Education: less than high school degree, high school degree, diploma, college
graduate, or graduate degree

Annual household income: under $20,000, $20,000 to $39,999, $40,000 to

$59,999, $60,000 to $79,999, $80,000 to $99,999, and $100,000 or greater

In the second stage, the hypotheses and conceptual model proposed in the study

were tested using a two-step modeling approach for SEM (Anderson & Gerbing, 1988)

Based on the two-step approach, the reliability and validity of construat®lless the

fit of the proposed measurement model, were first evaluated by CFA. Once, a good-

fitting measurement model was established, the validity of the hypothdseedtical

model was tested by SEM.
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In the third stage, the hypothesized theoretical model was compared with
alternative models to ensure that the proposed model performs better than othser model
Lastly, the moderating effects of perceived similarity and perceiviedvase tested

using the multiple-group analysis.

Testing the Hypothesized Theoretical Model using SEM and CFA
Structural Equation Modeling (SEM)

The proposed conceptual model and its corresponding hypothesized theoretical
relationships were tested using structural equation modeling. SEM is ganateg
technique that has been used extensively in the social sciences, as it cahtbe use
specify and estimate models of linear relationships among multiple lateatilearor
hypothetical constructs—variables of interest that cannot be directly observeoh ling c
inferred or measured indirectly through observed variables (Kline, 200%;&lam &
Austin, 2000). SEM was chosen to test the hypothesized theoretical model of this study
over other multivariate methods because SEM has ability to “(1) estimdiplenahd
interrelated dependence relationships; (2) represent unobserved concepts in the
relationships and account for measurement error in the estimation process; afid€3) de
a model to explain the entire set of relationships” (Hair et al., 2010, p. 617).

SEM typically has two basic components: the measurement model and the
structural model (Hair et al., 2010). As such, it has been suggested that dtructura
equation modeling under a two-step modeling approach should be employed for theory
testing and development (Anderson & Gerbing, 1988). As suggested by Anderson and

Gerbing (1988), the first step of the two-step approach is to test the vafithigy
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constructs and a good fit of the measurement model. Once a satisfactonyemes
model is established, the second step is to test the validity of the structurabnubde
corresponding hypothesized theoretical relationships. According to Anderson and
Gerbing (1988, p. 422), a number of advantages of a two-step approach over a one-step
approach are as follows: (1) it has ability to test the significance oftedrpaoefficient,
(2) it has ability to assess whether any structural model would give adedptadnd (3)
it has ability to compare the substantive or theoretical model of interest witmost
likely theoretical alternatives. In sum, a two-step approach is edgentiasessing the
structural model because valid structural theory tests cannot be conducted with poor
measures (Hair et al., 2010).

As background to the two-step approach, confirmatory factor analysis (€FA) i
discussed in the following section. This is followed by discussions of the procedures in

assessing the validity of the measurement model and structural model.

Confirmatory Factor Analysis (CFA)

CFA is a statistical technique used to analyze an a priori measurementmodel i
which both the number of factors or latent constructs (that is not measurely)daed
their correspondence to the indicators (or measured variables) are gxgietlfied
(Kline, 2005). In this study, the measurement model consisted of seven hypothetical
constructs namely perceived physical environment quality, perceived traarqaality,
perceived outcome quality, expected overall service quality, core brandtreput
attitude toward extension, and core brand loyalty. The observable variableareneas

items) of each construct were presented in Table 9.
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Assessing Measurement Model Validity

According to Hair, Black, Babin and Anderson (2010), construct validity is
concerned with whether a set of measured items actually reflects ohetited latent
construct those items are designed to measure. The validity of measurerdeht
depends on “(1) establishing acceptable levels of goodness-of-fit for meastiraodel
and (2) finding specific evidence of construct validity” (p. 646).

To assess the goodness-of-fit of the measurement model, chi-sgfliaest(will
be employed to test the model fit. With tffestatistic tests, the null hypothesis states that
the observed sample and estimated covariance matrices are equal, nredriregrhodel
fits perfectly (Hair et al., 2010; Kline, 2005). Thus, the failure to reject the null
hypothesis indicates that the measurement model fits the population perfectiydiAg
to Kline (2005), although thg? test provides a test of statistical significance, relying
solely on the? test as a fit index might penalize investigators. This is becaugé tist
is highly sensitive to sample size. As a result, alternative goodnessrolides, such as
the normed chi-squargdf), root mean square error of approximation (RMSEA),
standardized root mean square (SRMR), comparative fit index (CFl), Tuelwes-lndex
(TLI), and normed fit index (NFI), should be considered. Following these suggestions
addition to the;? test, normeg?, RMSEA, SRMR, CFI, TLI, and NFI were employed in

assessing the fit of measurement model (see Table 12).
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Table 12

Goodness-of-fit Indices and Cut-off Values

Fit Indexes Cut-off Interpretations
Values
They? test p>0.05 Fail to reject Ho. There is no statistically
(Ho: the observed and significant difference between the observed
estimated covariance and estimated covariance matrices, meaning
matrices are equal) that the model fits perfectly.
Normedy? (x%/df) <3 Good fit (Hair et al., 2010; Kline, 2005)
<5 Reasonable fit (Bollen, 1989)

RMSEA <.05 Good fit (Kline, 2005)

< .06 Reasonable fit (Hu & Bentler, 1999)
> .05 but < | Fair fit (MacCallum, Browne, & Sugawara,
.08 1996)
> .08 but < .1| Mediocre fit (MacCallum et al., 1996)
> 1 Poor fit (Kline, 2005)

SRMR <.08 Reasonable fit (Hu & Bentler, 1999)
<.l Reasonable fit (Hair et al., 2010; Kline, 2005)
CFland TLI > .95 Good fit (Hu & Bentler, 1999)

> 90 Reasonable fit (Hair et al., 2010; Kline, 2005)

NFI closerto 1 | Good fit (Hair et al., 2010; Kline, 2005)
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Reliability of Constructs

Construct reliability is concerned with the degree of consistency betweltiple
measurements of a construct (Hair et al., 2010). Similar to the literabasdrct
reliability in this study was assessed by Cronbach’s alpha and constialuitite|(CR).
As discussed in Hair et al. (2010), the value of Cronbach’s alpha ranges from O to 1, wit
values of .6 to .7 deemed the lower limit of acceptability. CR is computed from the
squared sum of factor loadings for each construct and the sum of the error variasce t
for a construct. As such, a high magnitude of CR indicates good reliability. &f GRor
higher supports validity of the construct. CR values can be calculated assfollow

CR=(Z%; L) /[EEL)” + (B €]
Thel? represents the standardized factor loadirig;the error variance of a

construct, and n is the number of items.

Validity of Constructs
Convergent and discriminant validity were measured to assess construcy.validit
Convergent validity indicates the degree to which indicators of a specifitraans
converge or share a high proportion of variance in common (Hair et al., 2010). As such, a
set of indicators or observed variables presumed to measure the same latanttconst
show convergent validity when their intercorrelations are high (Kline, 2005). tlir e
(2010) suggested three ways, including factor loadings, average variaraoteektr
(AVE), and construct reliability (CR), to examine convergence of the cotstinderms
of factor loading, high loadings on a factor are considered as they converge on some

common point. Thus, standardized loading estimates should be .5 or above to support the
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convergence of the construct. In addition, all factor loadings should be stiyistica
significant. AVE is a summary indicator of convergence. When AVE is less than .5, i
means the variance due to measurement error is larger than the variancsldapthe
construct. As such, an AVE of .5 or higher is preferred for adequate convergence. AVE
can be calculated as follows:

AVE = (31, 1})/n

Thel? represents the standardized factor loading, n is the number of items.

Discriminant validity indicates the degree to which a construct is distinct from
other constructs (Hair et al., 2010). As such, a set of indicators or observed variables
presumed to measure different latent constructs show discriminant valiaity thveir
intercorrelations are low (Kline, 2005). For any two constructs, discriminédity@an
be tested by comparing the AVE of the two constructs with the square of thetawrrela
estimate between these two constructs. The discriminant validity is exhdnty if AVE

is greater than the squared correlation between the two constructs.

Assessing Validity of the Structural Model

Based on the two-step approach, once construct validity and goodness-of-fit of the
measurement model are established, the validity of the proposed conceptualndatel a
corresponding hypothesized theoretical relationships (H1 to H11) were tested. The
overall fit of the structural model was examined using the goodness-of-fieisdbown

in Table 12. The results of the analysis are presented in Chapter IV.
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Assessing Nested Models

As discussed in Hair et al. (2010) and Kline (2005), a nested model approach is a
common approach used to ensure that the proposed model not only has acceptable model
fit, but that it performs better than other models do. With this approach, the proposed
model is compared to some alternative model (nested models). A nested model is the
model that contains the same number of variables and can be formed from the baseline
model (the proposed model) by altering some path relationships, either addihgtiogde
paths. Generally, the chi-square difference statis§i¢,is used to test the statistical
significance of the decrement in overall fit as paths are deleted (txghan the
improvement in fit as paths are added (building). Ap&s the difference between the

sz f values of the baseline model (B) and an alternative nested model (A). Ite dégre
freedomAdf, equal the difference of the degrees of freedom of the two models.

Mpar = Xﬁf(B) - Xif(A)
Adf = df(B) — df (4)
The null hypothesis of théey statistic test is that there is no difference between
the baseline model and an alternative model. That is, both models have identical fit in the
population. In the model trimming, rejection of the null hypothesis suggests that the
overall fit of the baseline model is statistically better than that of thelnathming; the
same result in the model building, however, supports that the overall fit of the model

building is statistically better than that of the baseline model.
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Testing Moderating Effects

Two basic techniqgues have been identified to estimate moderator (iloieyacti
effects in SEM: multiple-group, and product indicant (or continuous variable techniques)
(Kline, 2005; Schumacker, 2002). The multiple-group approach involves analyzing a
structural model across multiple samples. That is, data are sorted based omatimgode
variable; then, the differences in parameter estimates (unstandardizeate=gtof the
effects of interest in the model across the samples are analyzed. The proidaat
approach involves analyzing a model in a single sample with product terms siegifie
the researcher. That is, a latent interaction variable is created bylymudt pairs of
observed variables and then includes the new latent interaction variable in theatruc
model to test the parameter estimate. This technique is considered the roost diff
technique because it requires the specification of nonlinear constraints imitius va
matrices (Schumacker, 2002).

This study used the multiple-group analysis to test the moderating effects
perceived similarity and perceived risk. As suggested by Kline (2005), tud®a
compare parameters across groups, the variables must be measurednmoa oogtric
for all groups. Measurement invariance with CFA typically involves the cosgpaof
the relative fit with the chi-square differenaef) statistic of the two-factor models, one
with cross-group equality constraints imposed on some of its parameters andithe othe
without constraints. Thus, the evaluation of the measurement invariance across groups

was performed as followed:
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1. The configural invariance model (the unconstrained model), where the same
factor structure was imposed on all groups, but all parameters were free to
estimate, was run across groups. The goodness-of-fit statistics wdr® wEssess
the fit of the model. This model is considered as a baseline model.

2. The full measurement invariance model was run across groups. This model
assumed invariance of all parameters. That is, cross-group equality cosmstraint
were imposed on the estimates of variance (factors and measuremext error
factor covariance, and factor loadings. This specification reflectsuneasnt
invariance in the strictest sense. Then Afpetest was used to test the relative fit
between the baseline model and the full invariance model. In case the fit of the
constrained model is considerably worse, some parameters can be relaxed to
create the partial measurement invariance.

3. For the partial invariance, the invariance constraints in the full invarrandel
were relaxed step-by-step on the basis of modification indexes. Each stép, the f
of the model was compared to the baseline model with;jthéest until the

model was supported. This model was retained as the final measurement model.

The next step of the multiple-group analysis was to compare unstandardized
estimates of the effects of interest in the model across the samplesaféheve general
ways to do so. The first is to compare the full model in which all parametereare f
estimate with the restricted model in which the path of interest is consittaiie equal
across groups. The second is to compare the constrained model in which all parameter

estimates are constrained to be equal across the group with the undestade in
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which the parameter estimate of the effect of interest is free toag¢stiithe second
technique was used in this study. The significant effect of the moderator se83 &y
comparing the fit of the constrained model to the unrestricted model with tkguenie
difference Ay, statistic. The significanty® test indicates the significant effect of the

moderator.
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CHAPTER IV

RESULTS

This chapter presents the results of the testing of the hypotheses presented i
chapter Ill, and comprises five sections. The first section reveals pratyrdata
analysis. The second section presents the demographic characteristitisiphpts. The
third section reports the measurement model tested by the confirmatorydiaalysis.
The fourth section presents the results of the structural equation modelingghat wa
undertaken to test the hypotheses and the theoretical model of the study. Thedast sect

shows the findings from the multiple groups analysis for testing the moderdénats ef

Preliminary Data Analysis
Prior to analysis, preliminary statistics were run to determine ifaterdet the
assumptions of both a confirmatory factor analysis (CFA) and structurdlaqua
modeling (SEM). As discussed in Hair et.al (2010), a basic assumption of CFA is that
some underlying structure does exist in the set of observed variables. To meet this
assumption, the researcher needs to ensure that the observed patterns areattgpncept
valid and appropriate to study with CFA because the presence of correlatddiesaand

significant statistics do not guarantee relevance. In this study,agtoliterature review
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was conducted, as discussed in chapter I, to support the expected relationships among
constructs as well as underlying structure of each construct.

One assumption of SEM is that there are no missing data. As is typical of many
studies conducted by email surveys, the data of this study had some missing®alues
the 534 useable responses, 71 responses have missing data; 23 cases have more than 50%
missing data, and 48 responses have less than 10% missing data. To deal with this
missing data, two methods were used. First, responses with excessive wakssg
(more than 50%) were eliminated from the analysis. Second, for responses Wlith sma
numbers of missing values (less than 10%), the missing data were repldcttewi
variable mean (Hair et al., 2010). That is, 23 cases were eliminated fromathgis and
48 cases missing values were replaced with means, leaving 511 respotise$ifiat
analysis.

To employ the multivariate technique, as discussed in Hair et al. (2010) and Kline
(2005), it is important to understand how the distribution of data depart from normality.
Even though non-normality does not affect parameter estimate, it might nesult i
underestimated standard errors and an overestimated chi-square stspistially with
small sample sizes. However, for large sample sizes of 200 or more, tieete refiy be
negligible because sample size has the effect of increasing chpstiver by reducing
sampling error.

Generally, the normality of variables can be tested by Kolmogorow8m(Hair
et al., 2010). The non-significance test indicates normal distribution. However sths te
quite sensitive in large samples. Thus, the study used the normal probability plots, and

the values of skewness and kurtosis along with the Kolmogorov-Smirnov test to examine
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the distribution of data. Skewness involves the symmetry of the distribution. Kurtosis
involves the peakedness of the distribution. The absolute values of sknewness and
kurtosis less than 3 and 10, respectively, indicate normal distribution of data (Kline,
2005). In this study, values for all values of skewness and kurtosis across sariable

these criteria.

Respondent Demographic Profiles

Table 13 shows the demographic characteristics of the respondents. The sample of
511 comprised nearly equal numbers of males (50.1%) and females (49.9%). The
majority of respondents were married (59.1%). About 50.9% of the respondents were
generation X (born 1965-1976) and generation Y (born 1977 and after); 41.5% of
respondents were the baby boomer generation (born 1946-1976), the rest of respondents
were the silent generation.

Over 90% of the participants reported completed high school, with 39.9% having
college degrees and 32.5% having postgraduate degrees. In terms of annual household
income, 40.5% of participants reported annual income between $80,000 and $100,000 or
larger, 32.3% of samples had annual income between $40,000 and $79,999, and 27.2% of
respondents reported annual income below $40,000.

According to the American Hotel and Lodging Association (2012), the typical
loading customers in 2008—-2010 age 35 and above (74%), specifically 37% of
customers age 35-54. An average household income for leisure and business travelers
was 87,000 and 100,000 respectively. This information reveals that the demographic

characteristics of this study have a similar pattern to that of typidgirg customers.
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Table 13

Respondent Demographic Characteristics (N=511)

Characteristics

%

Gender:
Male
Female
Year of birth:
1945 and before
1946 -1964
1965 — 1976
1977 and after
Marital status:
Single
Marred
Education:
Less than high school degree
High school degree
Diploma
College graduate
Graduate degree
Annual household income:
Under $20,000
$20,000 - $39,999
$40,000 - $59,999
$60,000 - $79,999
$80,000 - $99,999
$100,000 or greater

256
255

39
212
104
156

209
302

81
55
204
166

70
69
80
85
63
144

50.1
49.9

7.6
41.5
20.4
30.5

40.9
59.1

1.0
15.8
10.8
39.9
32.5

13.6
13.5
15.7
16.6
12.3
28.2
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Testing the Hypothesized Model
The main purposes of this study were to develop and empirically test a théoretica
model of the spillover effects of previous hotel brand extensions on customer attitudes
toward a subsequent hotel brand extension, core brand reputation, and core brand loyalty.
The hypothesized model was tested by structural equation modeling with tepvo-s
approach recommended by Anderson and Gerbing (1988). With this approach, a
confirmatory factor analysis (CFA) was first performed to estalbhe acceptable levels
of goodness-of-fit with the measurement model, then structural equation modé&my (S
was performed to test the proposed theoretical model. The following are the hgpothes
being tested in this study.
H1l: Perceived physical environment quality of previous brand extensions positively
influences perceived overall service quality of a subsequent brand extension.
H2:  Perceived interaction quality of previous brand extensions positivelynnéae
perceived overall service quality of a subsequent brand extension.
H3: Perceived outcome quality of previous brand extensions positively influences
perceived overall service quality of a subsequent brand extension.
H4: Perceived overall service quality of a subsequent brand extension positively
influences attitude toward the subsequent brand extension.
H5:  Perceived physical environment quality of previous brand extensions positively
influences the core brand reputation.
H6: Perceived interaction quality of previous brand extensions positively inflsienc

the core brand reputation.
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H7:

H8:

H9:

H10:

H11:

Perceived outcome quality of previous brand extensions positively influreces
core brand reputation.

Core brand reputation positively influences perceived overall servideygpiad
subsequent brand extension.

Core brand reputation positively influences attitude toward a subsequent brand
extension

Core brand reputation positively influences core brand loyalty.

Attitudes toward a subsequent brand extension positively influence core brand

loyalty.

H12:

H13:

H14:

H15:

Perceived image similarity between previous brand extensions and a subsequent
brand extension moderates the relationship between perceived physical
environment quality of the previous brand extensions and perceived overall
service quality of the subsequent brand extension.

Perceived image similarity between previous brand extensions and a subsequent
brand extension moderates the relationship between perceived interaction quality
of the previous brand extensions and perceived overall service quality of the
subsequent brand extension.

Perceived image similarity between previous brand extensions and a subsequent
brand extension moderates the relationship between perceived outcome quality of
the previous brand extensions and perceived overall service quality of the
subsequent brand extension.

Perceived risk associated with the subsequent brand extension moderates the

relationship between perceived physical environment quality of the previous
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brand extensions and perceived overall service quality of the subsequent brand
extension.

H16: Perceived risk associated with the subsequent brand extension moderates the
relationship between perceived interaction quality of the previous brand
extensions and perceived overall service quality of the subsequent brand
extension.

H17: Perceived risk associated with subsequent brand extension moderates the
relationship between perceived outcome quality of the previous brand extensions

and perceived overall service quality of the subsequent brand extension.

Assessing the Overall Measurement Model

Undertaking CFA, a total of twenty-four measured variables were coredrai
into seven hypothetical constructs as follows: perceived physical environmétyt giua
previous extension: PQ (three items), perceived interaction quality of previensiex:
IQ (three items), perceived outcome quality of previous extension: OQ (thres,ite
perceived overall service quality of new extension: OSQ (three items)coreé
reputation: REP (four items), attitude toward new extension: ATT (four itemd)core
brand loyalty: LOY (four items). All of these latent variables met mum requirements
of specifying a measurement model (Hair et al., 2010). Table 14 presentsrétations

among constructs.
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Table 14

Correlation Matrix of the Measurement Model

Constructs 1 2 3 4 5 6 7

1. Perceived physical environment  1.00

quality

2. Perceived interaction quality 0.701.00

3. Perceived outcome quality 0.770.81 1.00

4. Perceived overall service quality 0.64€.67 0.70 1.00

5. Attitude toward extension 0.530.56 0.57 0.81 1.00

6. Core brand reputation 0.710.73 0.79 0.71 0.62 1.00

7. Core brand loyalty 0.590.59 0.60 058 0.59 0.76 1.00

Note. All correlation coefficients were significaattthe .01 level.

Overall Model Fit

Using the maximum likelihood method estimation, the confirmatory factor
analysis (CFA) yielded the following fit St&tiStiQ@z(zgl): 766.812 (p<.001)%/df ratio
= 3.32, RMSEA=.067 [90% CI for RMSEA = .062, .073], CFI=.960, TLI=.952,
SRMR=.039, NFI=.944. The significapt did not indicate a perfect match between the
estimated covariance matrix within the sampling variance. Howeven theeproblems
associated with using this test alone, Hair et al. (2010) suggested that fogéhsalaple
size, at least one absolute fit index, and one incremental fit index should be useddo ass
the overall measurement model, in addition toythéest. The value for other goodness-
of-fit statistics (RMSEA, normed chi-square, CFl, TLI, and SRMR) felhivithe
acceptable ranges, signifying that the overall measurement model providiehaate

fit to the data.
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Reliability and Validity of Construct

As shown in Table 15, all of the constructs had Cronbach’s alpha higher than the
lower limit of .70 (Hair et al., 2010). In addition, CR values ranging from .88 for 1Q to
.95 for OSQ and LOY, were all greater than Hair et al. (2010) recommended lef@] of
indicating that internal consistency exists. This means that the meastine study all
consistently represented the construct. Further, the CFA results cetrestlall
standardized loadings, which determine the relative importance of the obserabtegari
as indicators of the constructs, were greater than .7 and were stétistgraficant at the
.01 level. The AVE values of the constructs ranged from .72 for 1Q to .86 for OSQ,
exceeding the .50 cutoff (Fornell & Larcker, 1981; Hair et al., 2010). Taken together

these results supported the convergent validity of the measurement model.

98



Table 15

Results of the Measurement Model

Construct and Indicators Std.AVE | CR
loading
PQ: Perceived physical environment quality of previous 0.80| 0.92
extension @ = .93)
| would say that this hotel’s physical environment is one of the0.84
best in its industry. (PQ1)
| would rate this hotel's physical environment highly. (PQ2)| 0.92
Overall, I would say that | have a very good impression of this
hotel’s physical environment.(PQ3) 0.93
IQ: Perceived interaction quality of previous extensior(a = 0.72 | 0.88
.88)
Overall, I'd say the quality of my interaction with this hotel's| 0.84
employees is excellent. (IQ1)
| would say that the quality of my interaction with this hotel's 0.79
employees is high.(1Q2)
It is fun to interact with this hotel's employees. (1Q3) 0.91
OQ: Perceived outcome quality of previous extensio(a = .93 0.82 | 0.93
| have had an excellent experience when | visit this hotel. 0.90
(0Q1)
| feel good about what this hotel provides to its customers. | 0.92
(0Q2)
So far, | always rated this hotel’s service highly. (OQ3) 0.89
0OSQ: Overall perceived service quality of new extensic(a = 0.86 | 0.95
.95)
| believe this new hotel will provide superior service. (OSQ1) 0.89
| believe this new hotel will offer excellent service. (0SQ2) | 0.96
| believe that overall service quality of this hotel will be 0.94

excellent. (0SQ3)
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Table 15 (continued)

Results of the Measurement Model

Construct and Indicators Std.| AVE | CR
loading
ATT: Attitude toward the Extension (a = .94 0.80| 0.94
My attitude towards this hotel is very positive. (ATT1) 0.90
| am very favorably disposed towards this hotel. (ATT2) 0.91
| feel good about this hotel. (ATT3) 0.85
| think this hotel is great.(ATT4) 0.92
REP: Core brand Reputation (o = .93 0.77 | 0.93
All together, | am very positive to Marriott. (REP1) 0.89
Overall, Marriott makes honest claims. (REP2) 0.92
Overall, Marriott is trustworthy. (REP3) 0.89
Overall, Marriott has a good reputation. (REP4) 0.82
LOY: Core brand Loyalty (a =.94 0.81| 0.95
| will consider Marriott my first choice if | travel in the 0.91

future. (LOY1)
| believe that Marriott is my favorite hotel brand. (LOY?2) 0.95
To me Marriott is the best hotel chain in the industry. 0.91
(LOY3)
| will recommend Marriott to others who seek my advice. 0.83
(LOY4)
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To assess discriminant validity, the AVE value for each construct was cesnpar
with the squared interconstruct correlations associated with that constre¢est
revealed that all AVE estimates were greater than the correspondirogisteuct
squared correlation, as shown in Table 16, supporting discriminant validity of the

measurement model.

Table 16

Average Variance Extracted and Squared Correlation Matrix

Constructs AVE Squared Correlation
1 2 3 4 5 6 7

1. Perceived physical environment0.80 1.00

quality

2. Perceived interaction quality 0.72 0.49 1.00

3. Perceived outcome quality 0.82 0.59 0.66 1.00

4. Perceived overall service quality0.86 0.41 0.44 0.49 1.00

5. Attitude toward extension 0.80 0.28 0.31 0.32 0.65 1.00
6. Core brand reputation 0.77 050 053 0.62 0.51 0.39 1.00
7. Core brand loyalty 0.81 0.35 0.35 0.36 0.34 0.35 0.57 1.00
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Assessing the Structural Model

Overall Model Fit

After the overall measurement model was tested by CFA and shown to have
adequate fit, as well as construct validity, SEM was followed to test the hgzatitie
structural relationships among constructs presented in Figure 3. Rey@adrfess-of-
fit statistics showed that the chi-square tg%@(g): 777.82, p<.001) did not support the
perfect fit of the structural model to the data. However, this test is veryigensit
sample size. For this reason, it has been suggested thatéseshould not be used as
the sole goodness-of-fit measure (Hair et al., 2010; Kline, 2005). Because (e siam
of this study was 511, the normed chi-square along with other goodness-of-fitcstatisti
were used to assess the validity of the structural model. These ficstatfédf ratio =
3.26, RMSEA=.067 [90 percent Cl for RMSEA = .061, .072], CFI=.960, TLI=.953,
SRMR=.04, NFI=.943, indicated that the proposed structural model had an acceptable fit

to the data.
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Figure 3. Hypothesized Structural Model.
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Evaluation of the Hypothesized Paths

Next, the size, direction, and significance of structural parameter tstimare

examined to validate the hypotheses. The result of SEM revealed that all étevena

path estimates were statistically significant in the expected idine&pecifically, seven

paths were significant @t< 0.001, and four path were significanpat 0.05.Table 17

presents the results of hypothesis testing as well as estimated statipadiz

coefficients, t-values, standard errors, and goodness-of-fit statistics.
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Table 17

Sructural Path Estimates

Path Standardized Standard| t-value
Estimate Error

H1:Physical environment quality Overall % 126 .057 2.208*
service quality
H2:Interaction quality> Overall service quality | 7, .168 .067 2.498*
H3:Outcome quality> Overall service quality Vs 195 .078 2.475*
H4:Overall service quality> Attitude toward B, 739 .039 19.201**
new extension
H5:Physical environment qualityy Core brand s 212 .052 4.062**
reputation
H6:Interaction quality> Core brand reputation | 7, 221 .052 3.596**
H7:Outcome quality> Core brand reputation A 445 .067 6.609**
H8: Core brand reputation Overall service By 344 .059 5.835**
quality
H9:Core brand reputation Attitude toward new g | .097 .045 2.166*
extension
H10:Core brand reputation Core-brand loyalty B, | 637 .037 17.139**
H11: Attitude toward new extensien Core- p, | 194 041 4.677**
brand loyalty

Goodness-of-fit statistics

Chi-square?) = 777.82 p < .001, Degree of freedordf] = 238

Normed Chi-squareyf/df) = 3.268

Root Mean Square Error of Approximation (RMSEA) = .067
90 percent confidence interval for RMSEA = .061 .072
Standardized Root Mean Square (SRMR) =.040

Comparative Fit Index (CFIl) = .960
Tucker-Lewis Index (TLI) =.953
Normed Fit Index (NFI) =.943

Note: *p < .05, *p <.001
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The positive direct effects of perceived service quality of a previous hated br
extension in terms of physical environment quality<.13,p < .05), interaction quality
(7, =17,p<.05), and outcome quality,(=.19,p < .05) on perceived overall service

guality of new extension were statistically significant, supporting Hypashies2 and 3
respectively. Further, the model showed that perceived overall service qudlity ha

significant positive impact on attitude toward new extensiyr=(74,p < .001),
supporting Hypotheses 4.

As hypothesized, core brand reputation was influenced by perceived physical
environment quality )¢ =.21,p < .001), interaction qualityy{ =.22,p <.001), and
outcome quality ¢, =.44,p < .001) of the previous brand extension, supporting
Hypotheses 5, 6 and 7 respectively. Further, the model indicated that core brand
reputation had positive impacts on perceived overall service quality.84,p < .001),
attitude toward new extensiofi(=.10,p < .05), and core brand loyaltg,( =.64,p <
.001), supporting Hypotheses 8, 9 and 10 respectively. Attitude toward new extension
was also found to have positive impact on core brand loyaty<19,p < .001),

supporting Hypotheses 11. Figure 4 represents the estimated standardized path

coefficients of the structural model.
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Figure 4. Hypothesized Model with Path Estimates.
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Completing Models
The next step of the analysis was to compare the hypothesized model to nested
models (competing models) in order to ensure that the proposed model not only fit the
data reasonably well, but also was parsimonious and performed better than mgpmpeti
models. The proposed model of the study was compared to two completing models. The
chi-square difference statistic tes,>, was performed to test the null hypothesis of

identical fit of the proposed model and the completing model.
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In the first completing model, as presented in Figure 5, the path from perceived
overall service quality of previous brand extension (OSQ) to core brand ldyan) (
was added to the proposed model. In the literature, customer perceived servige quali
has found to have a positive impact on brand loyalty (Cronin et al., 2000; S. A. Taylor &
Baker, 1994). Thus, one can expect the positive relationship between OSQ and LOY.

Consequently, adding this path in the proposed model deemed to be reasonable.

Figure5. Completing Model 1: Adding Path.
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In the second completing model, as shown in Figure 6, the path from core brand
reputation (REP) to attitude toward the subsequent extension (ATT) was deletéderom
proposed model. The path estimates of the proposed model indicated that REP had
significant direct and indirect effects on ATT. The direct effect, however very weak

(B, = .10) compared to the indirect effect through OQS (REPQS—> ATT). Thus, it

was deemed to be reasonable to delete the path>REF to improve the fit of the

proposed model. Table 18 presents the comparison of the goodness-of-fit statisécs of t

proposed model and the completing models.

Figure 6. Completing Model 2: Deleting Path.
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Table 18

Comparison of Fit Indices between the Proposed Model and the Completing Models

Goodness-of-Fit Statistics Proposed Completing | Completing
Model Model 1 Model 2
Chi-square?) 777.82 775.24 782.462
Degree of freedontf) 238 237 239
P-Value p<.001 p<.001 p<.001
Normed Chi-squarey(/df) 3.268 3.271 3.274
Root Mean Square Error of .067 .067 .067
Approximation (RMSEA)
90 percent confidence interval for .061.072 .061.072 .062 .072
RMSEA
Standardized Root Mean Square .040 .040 041
(SRMR)
Comparative Fit Index (CFI) .960 .960 .960
Tucker-Lewis Index (TLI) 953 .953 .953
Normed Fit Index (NFI) 943 943 942

As shown in Table 18, both of the completing models fit the data reasonably well.
As such, they can be compared to the proposed model. For completing model 1, the

szdfwas 2.58 (777.82 -775.24), andf was 1 (238 - 237). The critical value)gf
with df= 1 at the .05 level is 3.84. A comparison of dyé .., 2.58 withy? . .

indicated that thexzdf value was not significant, meaning that the additional path did

not provide a better fit to the model. In other words, the proposed model was more

parsimonious and better than completing model 1.
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For completing model 2, tm(idfwas 4.64 (782.46 - 777.82), andf was 1
(239 - 238). The critical value gf with df=1 at the .05 level is 3.84. A comparison of

theAy? .., 2.58 withy2 . . revealed that thay? . value was significant, indicating

that completing model 2 was oversimplified. That is, the proposed model was peeferabl

Testing Moderating Effects of Perceived Image Similarity

To test whether the effects of perceived service quality of previous brand
extension in terms of physical environment quality (PQ), outcome quality (OQ), and
interaction quality (IQ) on perceived overall service quality of new bratehsion
(OSQ) differ according to perceived image similarity of the previous angetdorand
extension, the multiple-group analysis was performed. All 511 samples were stwted |
two groups based on the mean of perceived image similarity. With the mean of 4.74, the
sample was divided into two groups, low and high similarity. The low similarity group
consisted of 225 members, while the high similarity group had 286 samples.

To perform the multiple-group analysis, the measurement invariance tested
whether a set of indicators assesses the same constructs across thehigiv sinailarity
groups. As discussed in chapter lll, this step involved the tests of three invariances
including configural invariance, full measurement invariance, and partegurement
variance. The relative fit of the two factor models was assessed by tbgueine
difference Qy?) statistic, in which the null hypothesis posits that the fit of the two
models are equal. The results of the evaluation of measurement invarian@santegol

in Table 19.
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Table 19

Testing Measurement Invariance

Goodness-of-Fit Statistics Configural Full Partial
Invariance Invariance Invariance
Chi-square?) 1079.547 1363.686 1105.619
Degree of freedonf) 462 531 479
P-Value p<.001 p<.001 p<.001
Normed Chi-squarey(/df) 2.337 2.568 2.308
RMSEA .072 .078 .072
90 percent CI for RMSEA .067 .078 .073 .083 .066 .077
CFlI 949 932 949
TLI 939 .929 .940
SRMR .051 172 .055

When testing for configural invariance (invariance of factor pattern), the
goodness-of-fit statisticg{/df ratio = 2.337, RMSEA=.072, CFI=.949, TLI=.939,
SRMR=.051) indicated a fair fit of the model. This means that the factor structime of
model was invariant across the low and high similarity groups. As a results otté$ m
was used as a baseline model.

When testing for the full measurement invariance (cross-group equality
constraints), the estimates of 31 variance (7 factors and 24 measuremsint Ztrtactor
covariance, and 17 factor loadings were constrained to be equal across two grsegs. Ba
on the significancady? test between the full invariance model and the baseline model
(AxZ, = 284.139,p < .001), the full invariance model that assumed equal estimates for

all model parameters across low and high similarity groups was not supported. As a
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result, the factor variances and covariance in the full invariance modelreele f
estimated in each group. This partial invariance model was compare to theebaseli
model. The insignificancay? test (AxZ, = 26.072,p = .073) supported the partial
invariance measurement model with equality constrained on all factor loading. In
addition, the goodness-of-fit statistics suggested that this measureousithad a fair
level of fit to datay*/df ratio = 2.308, RMSEA=.072, CFI=.949, TLI=.940,
SRMR=.055. Thus, the partial invariance measurement model was retainediral the f
measurement model.

Once the invariance measurement was developed, the next step of the multiple-
group analysis was to develop the structural model with the partial invariance mode
suggested previously. As suggested by Bollen (1989) and Kline (2005) unstandardized
instead of standardized estimates were used to compare the differessegacups.

Table 20 presents the results of the maximum likelihood parameter estforate
the constrained path model. To test the moderating effects of perceiveditimiahe
paths P@>0SQ, IQ->0SQ, and OQ>0OSQ, the constrained model, where all
unstandardized path coefficient were constrained to be equal across the low and high
similarity groups, was compared to the unrestricted model in which the parameter

estimate of the effect of interest was free to estimate.
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Table 20

Maximum Likelihood Parameter Estimates for Equality-Constrained Model across Low

and High Smilarity
Low Similarity (n=225) High Similarity (n=286)
Parameter |Unstandardizefd SE [Standardize Unstandardized SE | Standardize

Direct

Effects

PQ— OSQ 0.142* 0.051 0.141 0.142* 0.051 0.16
IQ - OSQ 0.122 0.065 0.123 0.122 0.065 0.129
0Q— OSQ 0.185* 0.068 0.184 0.185* 0.068 0.220
REP— OSQ 0.358* 0.062 0.331 0.358* 0.062 0.361
PQ— REP 0.191* 0.048 0.205 0.191* 0.048 0.213
IQ > REP 0.228* 0.059 0.249 0.228* 0.059 0.238
OQ— REP 0.359* 0.061| 0.387 0.359* 0.061 0.424
REP— ATT 0.106 0.055 0.090 0.106 0.055 0.080
0SQ— ATT 0.854* 0.058| 0.788 0.854* 0.058 0.641
ATT = LOY 0.234* 0.048 0.195 0.234* 0.048 0.217
REP—> LOY 0.847* 0.066| 0.600 0.847* 0.066| 0.593

Goodnes-of-fit statistics:

2
X504~

x’ldf = 2.283

1150.458p < .001

RMSEA = .071 [90 percent CI for RMSEA = .065 .076]

CFI =.947
TLI =.942
SRMR =.073

Note: *p<.05,*p<.01
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Moderating Effect of Perceived Similarity on the Path PQ>0SQ

To investigate the group difference, the constrained model was reanalyzed

without equality constraints on the path-BQSQ. The significancay? test(Axi =

7.539,p<.01) indicated that the effect of PQ on OSQ differ across the high and low

similarity group (see Table 21), supporting H12. In the high similarity grbep, t

unstandardized coefficient for the direct effect of PQ on OSQ wasB21]. In the

low similarity group, however, the unstandardized coefficient for the same elifect

was only 0.027>.05). This can be interpreted as the effect of perceived physical service

quality of previous brand extensions on perceived overall service quality of the new

extension was larger for customers who perceived high similarity betwedrands

than those with perceptions of low similarity.

Table 21

Results of Moderating Effects of Perceived Smilarity

Unstandarized Estimate
Path (t-value) Chi-square Hypothesis
Low High Difference Test
similarity similarity
(n=225) (n=286)
PQ—0SQ | .027 (0.417) 204 Ay? =7.539, H12 was supported
(3.626)* | p<.01
IQ ->0SQ | .082 (1.128) .164 (2.233)* Axf = 1.497, H13 was not
p=.221 supported
0Q—0sSQ | .109 (1.301) 203 Ay? =2.14, H14 was not
(2.924)* | p=.143 supported

*p <.05 **p<.01
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Moderating Effect of Perceived Similarity on the Path IQ-»0SQ

To investigate the group difference, the constrained model was reanalyzed
without equality constrain on the path-#§DSQ. The insignificancay? test(Ay; =
1.497,p=.221) indicated that there was no statistically significant differendeieftect
of IQ on OSQ across the high and low similarity groups (see Table 21). Based®n the
results, H13 was not supported. That is, the impact of perceived interaction quality of the
previous extension on perceived overall service quality of the new extension did not

depend on how customers perceived image similarity between the two brands.

Moderating Effect of Perceived Similarity on the Path O@>0SQ

To investigate the group difference, the constrained model was reanalyzed
without equality constrain on the path ©@SQ. The insignificancay? test(Axf =
2.14,p=.143) indicated that there was no statistically significant difference ieffiet
of OQ on OSQ across the high and low similarity groups (see Table 21). Based®n t
results, H14 was not supported. That is, the impact of perceived outcome quality of the
previous extension on perceived overall service quality of the new extension did not

depend on how customers perceived image similarity between the two brands.
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Testing Moderating Effects of Perceived Risk

To test whether the effects of perceived service quality of previous brand
extension in terms of physical environment quality (PQ), outcome quality (OQ), and
interaction quality (IQ) on perceived overall service quality of a new braedson
(OSQ) differ according to perceived risk associated with the new exterisgamuttiple-
group analysis was performed. All 511 samples were sorted into two groups based on the
mean of the perceived risk. With the mean of 2.92, the sample was divided into two
groups, low and high risk in which the low risk group consisted of 284 members, while
the high similarity group had 227 samples.

Similar to testing the moderating effect of perceived similatity,heasurement
invariance was tested to ensure that a set of indicators assesses tbensdraets across
the low and high-risk groups. This step involved the tests of three invariancedingcl
configural invariance, full measurement invariance, and partial measurearniamice.

The relative fit of the two factor models was assessed by the chi-sqdarerdié 4y ?)
statistic, in which the null hypothesis posits that the fit of the two models are €gbkd

22 reports the results of evaluation of measurement invariance.
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Table 22

Measurement Invariance for Low and High Perceived Risk Groups

Goodness-of-Fit Statistics Configural Full Partial
Invariance Invariance Invariance
Chi-square?) 1086.026 1265.834 1100.546
Degree of freedonf) 462 531 479
P-Value p<.001 p<.001 p<.001
Normed Chi-squarey(/df) 2.351 2.384 2.298
RMSEA 074 074 071
90 percent CI for RMSEA .067 .078 .068 .079 .066 .077
CFI 951 942 951
TLI 942 940 944
SRMR .045 143 .049

When testing for configural invariance (invariance of factor pattern), the

goodness-of-fit statisticg{/df ratio = 2.351, RMSEA=.073, CFI=.951, TLI=.942,

SRMR=.045) indicated a fair fit of the model. This means that the factor structime of

model was invariant across the low and high-risk groups. As a result, this mededech

as a baseline model.

When testing for the full measurement invariance (cross-group equality

constraints), the estimates of 31variance (7 factors and 24 measurementZtrarstpr
covariance, and 17 factor loadings were constrained to be equal across the two groups.
Based on the significarty® test between a full invariance model and the baseline model
(AxZ, = 179.808,p < .001), the full invariance model that assumed equal estimates for

all model parameters across low and high similarity groups was not supported. As a

result, the factor variances and covariance in the full invariance modelreele f
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estimated in each group. This partial invariance model was compared to the baseline
model. The insignificancay? test (AxZ, = 14.52,p = .63) supported the partial
invariance measurement model with equality-constrained on all factor loadntigerf;

the goodness-of-fit statistics suggested a fair level of fit to g&tf:ratio = 2.298,
RMSEA=.071, CFI=.951, TLI=.442, SRMR=.049. Thus, this measurement model was
retained as the final measurement model.

Once the invariance measurement was developed, the next step of the multiple-
group analysis was to develop the structural model with the partial invariance A®de
suggested by Bollen (1989) and Kline (2005), unstandardized instead of standardized
estimated were used to compare the difference across groups.

To test the moderating effects of perceived risk on the paths@RD),

IQ—0SQ, and O&>0SQ, the constrained model, where all unstandardized path
coefficients were constrained to be equal across the low and high-risk grosps, wa
compared to the unrestricted model in which the parameter estimate okttteoéff
interest was free to estimate. Table 23 presents the results of threurmakkelihood

parameter estimates for the constrained path model.
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Table 23

Maximum Likelihood Parameter Estimates for Equality-Constrained Model across Low

and High Risk
Low Risk (n=284) High Similarity (n=227)
Parameter |Unstandardiz¢ SE | StandardizedUnstandardized SE | Standardize

Direct

Effects

PQ— OSQ 0.077 0.047 0.097 0.077 0.047 0.083
IQ > 0SQ 0.188** 0.065 0.210 0.188** 0.065 0.188
0Q— OSQ 0.219** 0.073 0.243 0.219** 0.073 0.233
REP— OSQ 0.302** 0.064 0.297 0.302** 0.064 0.286
PQ— REP 0.192** 0.042 0.243 0.192** 0.042 0.217
IQ -> REP 0.202** 0.057 0.229 0.202** 0.057 0.213
OQ— REP 0.377** 0.062 0.424 0.377** 0.062 0.423
REP— ATT 0.128* 0.056 0.103 0.128* 0.056 0.107
0SQ— ATT 0.828** 0.06 0.678 0.828** 0.06 0.726
ATT = LOY 0.249** 0.051 0.194 0.249** 0.051 0.211
REP— LOY | 0.940** | 0.067| 0.592 0.940** | 0.067| 0.661

Goodnes-of-fit statistics:
X§04: 1133.955p <.001

xldf = 2.25

RMSEA = .070 [90 percent CI for RMSEA = .065 .075]

CFI=.951
TLI =.946
SRMR = .056

Note: *p< .05, *p<.01
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Moderating Effect of Perceived Risk on the Path P&OSQ

To investigate the group difference, the constrained model was reanalyzed

without equality constraints on the path-BQSQ. The insignificancay test(Ay; =

2.705,p=.098) indicated that there was no statistically significant differendesieftect

of PQ on OSQ across the high and low risk groups (see Table 24). Based on these results
H15 was not supported. That is, the impact of perceived physical environment quality of
the previous extension on perceived overall service quality of the new extension did not

depend on how customers perceived risk associated with the new brand extension

Table 24

Results of Moderating Effects of Perceived Risk

Unstandarized Estimate
Path (t-value) Chi-square Hypothesis

Low Risk High Risk Difference Test
(n=225) (n=286)

PQ—0SQ | 0.052 (1.063) 0.150 (2-339)*Axf =2.705, H15 was not

p=.098 supported

IQ ->0SQ 0.196 0.171 (2.209)* Axi =0.151, H16 was not
(2.86)** p=.697 supported

0Q—~>0SQ 0.223 0.214(2.683)** Axf =.020, H17 was not
(2.865)** p=.887 supported

*p<.05 *p<.01
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Moderating Effect of Perceived Risk on the Path 1@>0SQ

To investigate the group difference, the constrained model was reanalyzed
without equality constrain on the path-§DSQ. The insignificancay? test(Ay; =
0.151,p=.697) indicated that there was no statistically significant differendesieftect
of IQ on OSQ across the high and low risk groups (see Table 24). Based on thése resul
H16 was not supported. That is, the impact of perceived interaction quality of the
previous extension on perceived overall service quality of the new extension did not

depend on how customers perceived risk associated with the new brand extension.

Moderating Effect of Perceived Risk on the Path O@>0SQ

To investigate the group difference, the constrained model was reanalyzed
without equality constrain on the path ©@SQ. The insignificancay? test(Ayf =
.020,p=.887) indicated that there was no statistically significant difference ieffibet
of OQ on OSQ across the high and low risk groups (see Table 24). Based on these
results, H14 was not supported. That is, the impact of perceived outcome quality of the
previous extension on perceived overall service quality of the new extension did not

depend on how customers perceived risk associated with the new brand extension.
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Summary of Results
The results of structural equation modeling revealed that the proposed theoretical
model of spillover effects of previous hotel brand extensions on customer perceptions of
service quality and attitudes toward subsequent hotel brand extensions, core brand
reputation, and core brand loyalty was supported. Fit statigfics, ratio = 3.26,
RMSEA=.067, CFI=.960, TLI=.953, SRMR=.04, indicated that this model fits data

reasonably well. Figure 7 displays the final model and Table 25 summéezesstilts of

hypotheses testing.

Figure 7. Final Model with Path Estimates.
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Note: *p <.05, *p<.001
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Table 25

Results of Hypotheses Testing

Hypothesis Path Relationship Result
Direct Effects
H1 PQ— 0SQ Supported*
H2 IQ - 0SQ Supported*
H3 0Q - 0SQ Supported*
H4 0SQ— ATT Supported**
H5 PQ— REP Supported**
H6 IQ - REP Supported**
H7 OQ— REP Supported*
H8 REP— OSQ Supported**
H9 REP— ATT Supported*
H10 REP— LOY Supported**
H11 ATT —» LOY Supported**
Moderating Effects

H12 SIM on PQ—> 0SQ Supported**
H13 SIM on IQ— 0SQ Not supported
H14 SIM on OQ—> 0SQ Not supported
H15 RSK on PQ- 0SQ Not supported
H16 RSK on IQ— OSQ Not supported
H17 RSK on OQ— OSQ Not supported

*p<.05 *p<.01

PQ = Perceived physical environment quality of previous extensions

(@) = Perceived interaction quality of previous extensions

OQ = Perceived outcome quality of previous extensions

OSQ = Overall perceived service quality of new extensions

ATT = Attitude toward the extension

REP = Core brand reputation

LOY = Core brand loyalty

SIM = Perceived image similarity between previous and new brand extensions

RSK = Perceived risk associated with new extensions

123



CHAPTER V

CONCLUSION AND IMPLICATIONS

This chapter begins with a discussion of the findings emerging from this study,
compared to the results of previous research. The implications of the researaysfindi
are discussed next. The chapter finishes with the limitation of the study andtsugge

of possible directions of future research.

Discussion of Findings

The main purpose of this study was to propose and test a theoretical model that
explores the spillover effects of previous hotel brand extensions on customer attitudes
toward the subsequent hotel brand extension, and customer perceptions of core brand
loyalty. As discussed more extensively in Chapter Il, the signaling tleéamybrella
branding and related empirical research on brand extension provided a conceptual basis
to develop the theoretical model of spillover effects of brand extensions. The results of
structural equation modeling revealed that perceived service quality adysdwtel
brand extensions have significant positive impacts on customer attitudes toward

subsequent brand extensions, and customer perceptions of core brand loyalty.

124



Spillover Effect on Attitude toward Subsequent Brand Extension

Mediating Role of Perceived Overall Service Quality

Similar to other empirical studies in the marketing literature (Erdem, 1998;
Hakenes & Peitz, 2008), the results of this study showed support for the premise of the
signaling theory of umbrella branding—experiences with any of the prodereists
that share the same brand name affect quality perceptions for others. Skhedifithe
context of hotel brand extension, this study found that the perceived service quality of
previous hotel brand extension, which consists of physical environment quality,
interaction quality, and outcome quality, had positive impacts on customer pansegti
overall service quality of a subsequent hotel brand extension. Among all three
dimensions of service quality, outcome quality had the strongest effect on pdrceiv
overall service quality of the new brand extension. These results are smalatudy by
Volckner et al. (2010), as they revealed that all three dimension of parent brang-qualit
physical environment quality, interaction quality, and outcome quality—have positive
impacts on overall service quality of the extension, with outcome quality is thealami
driver of brand extension success.

Further, the results of this study indicated that customers are more tikedye a
positive attitude toward a subsequent hotel brand extension if they perceived that the
overall service quality of the hotel brand extension is high. This result is temsisth
previous studies (e.g., Kwun & Oh, 2007) in that customer evaluations or attitudes
toward a hotel brand extension are directly influenced by how they perceived titye qual

of the hotel brand.
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Mediating Role of Core Brand Reputation

Consistent with the marketing literature (Selnes, 1993; ThamaraiselRaja&
2008; Zeithaml, 1988), the results of this study suggest that perceived serviceigjuality
positively associated with brand reputation. Specifically, the spillovectefiodel
indicated that core brand reputation was significantly influenced by all dimesnsions
of hotel service quality—physical environment, interaction, and outcome qudlity. O
these, outcome quality was found to be the most important factor contributing to the core-
brand reputation. These findings support the notion that a direct experience gives
customers an opportunity to test the signaling claims made by the brand, which
consequently either reinforce or disconfirm their perceptions of globatyjaabrand or
brand reputation (Herbig & Milewicz, 1993; Milewicz et al., 1994; Selnes, 1993;
Thamaraiselvan & Raja, 2008). That is, superior service quality will strendprand
reputation, while inferior service quality will distort the reputation of ttzandr

As expected, the model further indicated that core brand reputation had positive
impacts, both directly and indirectly through perceived overall servicetyjuaii
customer attitudes toward the subsequent hotel brand extension. That is, the findings
suggested that brands with higher perceived reputation encourage more positive
evaluations than that of lower reputation, supporting previous empirical findings (e.g.,

Hem et al., 2003; Thamaraiselvan & Raja, 2008).
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Spillover Effect on Core Brand Loyalty

Apart from the spillover effect on customer attitude toward a subsequent brand
extension, this study provided evidence that perceived quality of previous brand
extensions had significant impact on core brand loyalty, similar to a study by
Swaminathan et al. (2001) as they found that experience with the previous brand
extensions influences customers’ repeat purchase decisions of the parent brand.
Specifically, the spillover effect model indicated that perceived servicéyjofl
previous hotel brand extensions in all three dimensions—physical environment,
interaction, and outcome quality—had positive indirect effects on core brary loya
through customer attitude toward the subsequent hotel brand extension, and core brand
reputation. These results are supported by the empirical findings from pretudies
(Helm, 2007; Selnes, 1993) in that customers are more likely to purchase or recommend
the brand with a strong reputation than one with a weak reputation, or the brand when

they have a positive attitude toward the brand extension.

Moderating Effect of Perceived Image Similarity

This study examined whether the effects of perceived service quality abysevi
hotel brand extensions—physical environment, interaction, and outcome quality—on
perceived overall service quality of the subsequent hotel brand extension aemntiffe
when customers perceived a different level of image similarity betwegmeti@us and
the subsequent brand extension. The results of this study partially supported tiheabmpir
findings from previous research (Aaker & Keller, 1990; Volckner & Sat#@06) in that

the degree to which brand association (perceived brand quality) is transfetred to t
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extension depends on the level of perceived similarity between the two brands, That i
the effect of perceived previous brand extension quality is stronger when perceived
similarity is high than when it is low. However, this study found that only the path
relationship between perceived physical environment quality of previous brandiernte

and perceived overall service quality on the subsequent brand extension was silynificant

moderated by perceived image similarity of the two extensions.

Moderating Effect of Perceived Risk

Previous studies (Campbell & Goodstein, 2001; Dowling & Staelin, 1994; Erdem
& Swait, 1998) suggested that when customers face uncertain situations or feel that
negative outcomes are likely, their perception of risk increases. As a tiesylyill
engage in different types of risk reduction activities, such as careful egaloat
choices, and product trials. For this study, perceived risk associated with the brand
extension was tested as the moderating effect of perceived servicg glpigvious
hotel brand extensions—physical environment, interaction, and outcome quality—on
perceived overall service quality of the subsequent hotel brand extension. Sugprising
this study did not find statistically significant moderating effects ofgieed risk on all
three path relationships. That is, the positive effects of perceived serviitg glial
previous hotel brand extension on perceived overall service quality of the subsequent
brand extension does not depend on the level of risk associated with the extension. This
result differed from a study conducted by Volckner et al. (2010) as theyedbat the
positive effect of perceived interaction quality of the parent brand on the iextéksly

increases as the level of risk that customers perceive increases. Holevereémental
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variance explained by this moderating effect was very small. As a, riésyltconcluded
that the moderating effect of perceived risk associated with the extensisraplay

relatively minor role.

Implications and Recommendations

Theoretical Implications

This study provided a comprehensive theoretical model that enhances knowledge
on hotel brand extension in the context of a multiple brand extension, a strategy that had
been widely used in the industry, but is largely lacking in the hospitality literatur
Although, previous researchers (e.g., Kwun, 2010; Kwun & Oh, 2007; Lei et al., 2008)
have conducted studies to explain the brand extension phenomenon in the hotel industry,
they only focused on a single brand extension. Specifically, the findings from previous
studies revealed that customers evaluate a new hotel brand extension based on their
perceptions of service quality of that extended hotel brand, their attitude toward the
parent brand, and their knowledge about the brand extension. However, these results did
not explain whether customer evaluations of a hotel brand extension could be influenced
by the performance of previous hotel brand extensions. The present study addressed this
guestion by empirically testing a series of structural relationships assmige quality,
brand reputation, attitude toward brand, and brand loyalty in context of a hotel brand
extension. By doing so, the theoretical model of this study provides the fundammsntal fi

step in developing a theory of brand extensions in the hospitality industry.
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Moreover, this study provided additional evidence that a signaling theory of
umbrella branding, which has been widely used in economics and marketing literature
the context of goods, can be applied in the context of services and the hospitality
industry. Furthermore, by measuring a service quality construct on theobtsas
hierarchical model developed by Brady and Cronin (2001), this study revealed the
relative important of each service dimensions as well as overcame somevebiress
of traditional SERVQUAL.

Finally, little is known about the boundaries and conditions of the effects of
previous brand extensions and subsequent brand extensions, especially in the context of
hotel brand extension. By testing the moderating effect of image sigilathe
proposed relationship, this study provided a more detailed picture of the spilloeer effe

model and enriched the existing literature on hotel brand extension.

Managerial Implications

As mentioned in Chapter |, a brand equity extension strategy provides benefits t
hotel companies in several ways, such as minimizing the costs of introduction of a new
hotel as well as the risk of product failure. However, to apply this strategyay that
strengthens hotel brand equity rather than weakens it, hotel management needs to
understand how customers form their attitudes toward the new hotel brand extension, as
well as the potential effects of using such a strategy on the core brandsilteatthis

study offer several implications for hotel management.
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Aspects Needing Attention before Implementing a Multiple Hotel Band
Extension Strategy

The results of this study imply that to obtain the success of a multiple brand
extension, it is critical for hotel management to understand that favoxathlagons of a
subsequent hotel brand extension are not only coherence with customer perceptions of
service quality of the extended hotel brand itself, but also the reputation of the core
brand. Hotel management should note that core brand reputation, although, has a
relatively small direct effect on attitude toward brand extension, it haslerate
positive direct effect on how customers perceive service quality of the subsboared
extension. As a result, core brand reputation should correspondingly be recognized as one
of important key factors in multiple hotel brand extensions.

Accordingly, the question arises regarding how to enhance the reputation of the
core brand as well as perceptions of service quality of an extended hotel brandageincre
the favorable attitude toward such an extension. This study uncovered that physical
environment quality, interaction quality, and outcome quality of previously extended
hotel brands are important for multiple brand extensions as they not only enhance
positive perceptions of overall service quality of the new hotel brand extensigrbmsel
also improve core brand reputation. As such, if hotel companies are planning to engage in
multiple brand extensions, hotel management should ensure that service qudlity in a
three dimensions of previously extended hotel brands are favorably perceived by
customers. Previous research (Brady & Cronin, 2001; Grénroos, 1984; Rust & Oliver,
1994) suggested that outcome quality perceptions could be enhanced by minimizing

waiting time. Perceived physical environment quality is influenced bityagesign
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(such as layout of the hotel, and visually appealing facilities), and ambient ooaditi
(such as temperature, scent, and music), while perceived interaction quality okthe hot
or employee-customer interface is directly affected by employitadats, behaviors and
expertise.

In addition, the significant moderating effect of perceived image sitygilan the
relationship between perceived physical environment quality of previous exieasid
perceived overall service quality of the new extension suggested that hotgemana
might consider extending a hotel brand that has image similarity with thengxistiel
brands that have high perceptions of physical environment quality. This is because the
more similarity between the two brands in terms of image, the more lilkkebuatomers
to transfer the physical quality perceptions of the existing hotel brands tonhetes

brand extension.

Relative Important of Service Quality Dimensions

From a managerial perspective, it is important to know the relative important of
the three service quality dimensions as the determinants of overall spralitg and
core brand reputation in order to be able to allocate resources properly. Although, a
review of the literature suggests that service quality plays aatnitie in brand
extensions, it provides little knowledge about the relative importance of eacleservic
guality dimension, especially in the context of multiple hotel brand extension. Thus, hotel
management might intuitively assume that all dimensions of service qualéyehaally
important weight for improving core brand reputation and perceived service quality of

extended hotel brands. However, the results of this study revealed that the three
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dimensions of service quality had a different magnitude of effects. Spdyiftbad study
revealed that the relative important of the three service quality dimensiomsigh
importance to low importance were outcome quality, interaction quality, and @hysic
environment quality. As a result, hotel management can use this knowledge to set their

priorities for the development of hotel service quality, according to theuress.

Consequences of Multiple Hotel Brand Extensions

Hotel management needs to consider potential negative effects that brand
extensions may have on the core brand when considering engaging in a multiple brand
extension strategy. The results of this study help hotel management to amdiénst
core brand equity, or core brand loyalty of their hotel can be enhanced or diminished by
multiple brand extensions. The spillover effect model implies that for hotel coaspani
that have previous successful brand extension, launching a subsequent hotel brand
extension can increase core brand loyalty. In contrast, core brand loyadtiebf
companies may be at risk by launching a new brand extension when their previous brand
extensions were not successful.

In summary, the spillover effect model developed from this study suggests that
for a hotel brand that has been extended more than one extension, the performance of any
previous hotel brand extensions, measured by customer perceptions of service quality in
three dimensions have impacts on not only customer attitudes toward a subsequent hotel
brand extension, but also on core brand reputation as well as core brand loyalty. As such,
before implementing the multiple brand equity extension strategy, hotel magra@gem

needs to ensure that service quality of each hotel under the umbrella brand meets
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customer expectations. This is because low perceptions of service quality of dirafiote
repercussions for all hotels of an umbrella brand, weakens reputation of the odre bra
and lowers perceptions of service quality of newly extended hotel brands, which

consequently decrease loyalty of the core brand.

Recommendations

Over the past five years, the number of new hotel brands has increased éameric
Hotel and Lodging Association, 2011). Existing hotel companies have launched their ne
hotel brands in attempting to serve customer needs and preferences in aligener
According to Jin-zhao and Jings (2009), the extensive use of a brand extension strategy
as well as market segmentation have accelerated competition in theyirgustipplies
increase while demand decreases. With rapid expansions of new hotel brands, some hotel
companies have struggled to complete and differentiate themselves fronxiteige
brands and competitors. Because of that, some hotels have chosen to enter into pricing
competition. A suggestion for this ongoing issue is that rather than cuttinggrice
capture customers, lodging managers may focus on building customer.|®yuadtys
because loyal customers are less sensitive to pricing tactics, andrarkkely to spread
positive word of mouth regarding their favorite brands. Moreover, customer loyalty to the
brand does not benefit only one particular hotel brand, but the entire family brand.
Results from this study indicated that brand reputation has a strong positivé ampac
brand loyalty. In addition, brand reputation is directly established from customer
perceptions of hotel service quality, especially outcome service quality. Tarsrtiet

to be able to compete with other hotel brands, and still profit in the long run, lodging
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managers should focus on improving hotel service quality rather than jumping into the

cutting price strategy.

Limitations and Directions for Future Research

As expected in all research, four main limitations that restrict therglerability
of the findings were found. First, samples were drawn based on convenience sampling.
Although, the demographic characteristics of the samples has a sintian pathose of
typical lodging customers, this does not guarantee that the samples asentgbnee of
the larger target population, as it may not accurately reflect other aspduts
population (Churchill & Brown, 2007).

Second, the response rate of 0.18% is low compared to the average online survey
response rate of 3.2% (Sheehan, 2001). This may be because (1) the increase in
unsolicited e-mail (or junk mail) to Internet users discourages them fiamge
unsolicited e-mail, and (2) the growth in the amount of online survey research iacrease
the number of requests to Internet users to complete the survey research, ayhich m
cause them to be oversurveyed (Sheehan, 2001). The low response rate is elaedly r
to nonresponse error. As a result, this may raise a question of whether respionthésnts
study are different from non-respondents.

Third, the results of this study were limited to a few well-known core brands
(Marriott, Hyatt, Hilton, and Holiday Inn). The spillover effect model maykwv
differently for a less well-known brand.

Finally, in this study, the subsequent hotel brand extension was a factitious brand.

As such, the respondents were provided with a short description of the new hotel brand
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with respect to amenities, facilities, and services. However, in a mld-getting,
customers would have access to more information about the new hotel brands. In this
case, prior research (Dacin & Smith, 1994) criticized that by using onlyla piege of
information, the magnitude of the effects may be greater than those than éest i
marketplace.

Some ideas for further research are suggested by the limitations afdje st
First, replication of the study with different core brands, especiallywitkdess well-
known brands, as well as using more complex multi-attribute descriptions such as
including a picture of the hotel to describe a factitious brand extension would help in
generalizing the results of this study. Second, a mixed method design (oypeaditet
guantitative) should be used to measured latent constructs such as perceivatysimila
between existing hotel brands and a subsequent hotel brand. In this study, this construct
was measured using two self-report items, which may not capture albimpeaspects
of the construct. By using in-depth interviews or focus groups, future research can
establish quantitative items that matter to customers. Third, according taited U
States Census Bureau (2010) about 20% of the population has a household income of
$100,000 and over, specifically, 12% of the population has $100,000-$149,000 income,
4% of the population has $150,000-$199,000 income, and 4% of the population has
income $200,000 and over. In this study, the upper household income was reported as
only one range, $100,000 and over. Thus, it would be useful for future research to extend
income scales that cover all ranges of upper income.

Another direction for future research is related to types of the extension, either

step-up or step-down extensions, which were not taken into considered in this study.
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Prior research (e.g., Lei et al., 2008) has suggested that for verticaltbnsier, types

of the extension moderate the effects of the extensions on the core brand, as well as
customer evaluations of the extensions. As such, it would be useful to examine whether
introducing sequential brand extensions in step-up and step-down extensions provide
similar results.

In addition, research in the future might contribute to the literature by
incorporating service quality subdimensions suggested by Brady and Cronin (20@&l) in t
spillover effect model. This would provide a more complicated and accurate tool for
assessing the relative importance of hotel service quality in all diamngturthermore,
previous research in brand extension (Volckner & Sattler, 2006) has suggested that
marketing support from the parent brand, such as advertising, is consideredheey to t
success of brand extension. However, this aspect was not included in this study. Thus, in
future work, it would be useful to examine the role of marketing support in multiple hote
brand extensions.

Finally, the spillover effect model in this study focused on cognitive perspecti
rather than affective perspective. However, previous research (Baronardviai
Romeo, 2000; Volckner & Sattler, 2006) has suggested that emotional constructs, such as
brand conviction, and mood, play important roles in customer evaluations of brand
extension. Thus, both emotional and cognitive perspectives should be investigated
simultaneously for more complete understanding of a multiple hotel brand extensi

phenomenon.
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Section I.Screening Questions

1. Please choose one of the following hotel brands that YOU STAY®QST RECENTLY.

O Marriott (If Marriott is selected, the survey will be contirtaejuestion 2-6)

O Hyatt (If Hyatt is selected, the survey will skip to question 7-11)

O Hilton (If Hilton is selected, the survey will skip to questior1B)

O Holiday Inn (If Holiday Inn is selected, the survey will skip to question 17-21)

O None of above (If this response is selected, the survey will skip todhaf ¢he survey)

Please choose a Marriott hotel brand that you MOST RECENTLY STAYEhoose one
only)

O Marriott Hotels & Resorts O JW Marriott Hotels & Resorts

O Courtyard by Marriott O Grand Residence by Marriott

O Residence Inn by Marriott O Fairfield Inn & Suites by Marriott
O Marriott Conference Centers O TownePlace Suites by Marriott
O SpringHill Suites by Marriott O Marriott Vacation Club

O AC Hotels by Marriott O Marriott Executive Apartments

Section Il. Your opinion about the Marriott hotel

The following statements describe your opinion alyoutr most recent Marriott hotel stay
(one that you have chosen in the previous sectioilease indicate the extent to which you
agree or disagree with each of the statements.

1 = Totally disagree, 2 = Disagree, 3 = Somewhat disagree, 4 = Neiteemayr
disagree, 5 = somewhat agree, 6 = Agree, 7 = Totally agree

Perceived Service Quality Totally Totally
Disagree Agree

| have had an excellent experience when | visit this 1 2

hotel.

| feel good about what this hotel provides to its 1 2

customers.

So far, | have always rated this hotel’s service highly 1 2

| would say that this hotel's physical environment is 1 2

one of the best in the hotel industry.

| would rate this hotel's physical environment highly. 1 2

Overall, I would say that | have a very good impression 1 2

of this hotel's physical environment.

| would say that the quality of my interaction with thit 1 2

hotel's employees was high.

It was fun to interact with this hotel’s employees. 1

Overall, I'd say the quality of my interaction 1 2

with this hotel's employees was excellent.
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Section Ill. Your opinion about theMarriott Brand”

4. The following statements describe your opinion abMartiott Brand” Please indicate the
extent to which you agree or disagree with each of the statements.

1 = Totally disagree, 2 = Disagree, 3 = Somewhat disagree, 4 = Neitbemayr
disagree, 5 = somewhat agree, 6 = Agree, 7 = Totally agree

Core-Brand Reputation Totally Totally
Disagree Agree
All together, | am very positive about Marriott. 1 2 3 4 5 6 7
Overall, Marriottmakes honest claims 1 2 3 4 5 6 7
Overall, Marriottis trustworthy. 1 2 3 4 5 6 7
Overall, Marriott has a good reputation. 1 2 3 4 5 6
Core-Brand Loyalty Totally Totally
Disagree Agree
| will consider Marriott my first choice if | travel in the 1 2 3 4 5 6 7
future.
| believe that Marriott is my favorite hotel brand. 1 2 3 4 5 6
To me, Marriott is the best hotel chain in the hotel 1 2 3 4 5 6 7
industry.
I will recommend Marriott to others who seek my 1 2 3 4 5 6 7
advise.

Section V. Your opinion abouMarriott’s new hotel brand

Marriott International, Inc. had decidedidoncha new hotel brand under the Marriott
brand. The followings are detail information about the new hotel brand.

This new hotel is an upper moderate tier lifestyle hotel brandtiagghe design
conscious, traveler looking for a cosmopolitan hotel stay in a great ctydncWith stylish and
urban design, the hotel appeals to both the business and leisure traveleek#him £xperience
the culture of the city. The hotel offers not only great design andnoeation, but also great
personal, friendly, and modern service to make stays unforgettable affdl théuneeds of the

21st century traveler. The average price range of this new hotelibréh2h - $250.
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5. Based on the information provided about the Marriott's new hotel brand, phelicaté the
extent to which you agree or disagree with each of following statements

1 = Totally disagree, 2 = Disagree, 3 = Somewhat disagree, 4 = Neitbemayr
disagree, 5 = somewhat agree, 6 = Agree, 7 = Totally agree

Overall Perceived Service Quality Totally Toraly
Disagree Agree

| perceive that this new hotel brand will provide supe! 1 2 3 4 5 6 7
service.

| perceive that this new hotel brand will offer excellent 1 2 3 4 5 6 7
service.

| perceive that overall service quality of this new hote 1 2 3 4 5 6 7
brand will be excellent.

Perceived Risk Associated with the Extension Totally Totally
Disagree Agree

All things considered, | think | would be making a 1 2 3 4 5 6 7

mistake if | book a room with this hotel for my future

travel.

| am sure that | will incur some risk if | choosetostayat 1 2 3 4 5 6 7
this hotel in the future.

Overall Attitudes Toward the New Extension Totally Totally
Disagree Agree

| think this new hotel brand is great. 1 2 3 4

My attitude towards this hotel brand is very positive. 1 2 3 4

| am very favorably disposed towards this new hotel 1 2 3 4

brand.

| feel good about this new hotel brand. 1 2 3 4 5 6

6. How similar do you believe the Marriott's new hotel brand is to yourmost recent
Marriott hotel stay (one that you have chosen at the beginning of the survey)?

Please indicate the extent to which you agree or disagree with ethehstditements.
1 = Totally disagree, 2 = Disagree, 3 = Somewhat disagree, 4 = Neitbemayr
disagree, 5 = somewhat agree, 6 = Agree, 7 = Totally agree

Perceived Similarity Totally Totally
Disagree Agree

The Marriott's new hotel brand and your most rece 1 2 3 4 5 6 7

Marriott hotel stay had similar images.

The Marriott’'s new hotel brand conveyed the same 1 2 3 4 5 6 7

impressions as your most recent Marriott hotel stay.

(Once the respondents complete the question 6, the survey will Sdption V:Please tell us
about yourself.)
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7. Please choose a Hyatt hotel brand that you MOST RECENTLY STAYHEo&. one only)

O Hyatt Regency O Grand Hyatt
O Park Hyatt O Hyatt Place
O Hyatt Summerfield Suites O Hyatt Resorts

O Hyatt Vacation Club

Section II. Your opinion about thelyatthotel

8. The following statements describe your opinion alyout most recentHyatt hotel stay
(one that you have chosen in the previous sectioilease indicate the extent to which you
agree or disagree with each of the statements.

1 = Totally disagree, 2 = Disagree, 3 = Somewhat disagree, 4 = Neiteemayr
disagree, 5 = somewhat agree, 6 = Agree, 7 = Totally agree

Perceived Service Quality Totally Totally
Disagree Agree

| have had an excellent experience when | visit th 1 2 3 4 5 6 7

hotel.

| feel good about what this hotel provides to its 1 2 3 4 5 6 7

customers.

So far, | have always rated this hotel’s service 1 2 3 4 5 6 7

highly.

| would say that this hotel's physical environment is 1 2 3 4 5 6 7

one of the best in the hotel industry.

| would rate this hotel’s physical environment 1 2 3 4 5 6 7

highly.

Overall, I would say that | have a very good 1 2 3 4 5 6 7

impression of this hotel's physical environment.

Overall, I'd say the quality of my interaction with 1 2 3 4 5 6 7
this hotel's employees was excellent.

| would say that the quality of my interaction with 1 2 3 4 5 6 7
this hotel’'s employees was high.

It was fun to interact with this hotel's employee¢ 1 2 3 4 5 6 7
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Section Ill. Your opinion about theHyatt Brand”

9. The following statements describe your opinion abéiydtt Brand” Please indicate the
extent to which you agree or disagree with each of the statements.

1 = Totally disagree, 2 = Disagree, 3 = Somewhat disagree, 4 = Neitbemayr
disagree, 5 = somewhat agree, 6 = Agree, 7 = Totally agree

Core-Brand Reputation Totally Totally
Disagree Agree
All together, | am very positive abottyatt 1 2 3 4 5 6 7
Overall,Hyatt makes honest claims 1 2 3 4 5 6 7
Overall,Hyattis trustworthy. 1 2 3 4 5 6 7
Overall,Hyatthas a good reputation. 1 2 3 4 5 6
Core-Brand Loyalty Totally Totally
Disagree Agree
| will considerHyattmy first choice if | travel in the 1 2 3 4 5 6 7
future.
| believe thatHyattis my favorite hotel brand. 1 2 3 4 5 6
To me,Hyattis the best hotel chain in the hotel 1 2 3 4 5 6 7
industry.
| will recommendHyattto others who seek my advise. 1 2 3 4 5 6

Section IV. Your opinion aboutlyatt’ S new hotel brand

Hyatt Hotels Corporatiohad decided ttauncha new hotel brand under thiyatt brand.

The followings are detail information about the new hotel brand.

This new hotel is an upper moderate tier lifestyle hotel brana:tiagghe design
conscious, traveler looking for a cosmopolitan hotel stay in a great ctydoncWith stylish and
urban design, the hotel appeals to both the business and leisure travelegksho seperience
the culture of the city. The hotel offers not only great design andnoeation, but also great
personal, friendly, and modern service to make stays unforgettable arfiltthéuheeds of the
21st century traveler. The average price range of this new hotel isr&125 - $250.
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10. Based on the information provided about lthatt’s new hotel brand, please indicate the
extent to which you agree or disagree with each of following statements.

1 = Totally disagree, 2 = Disagree, 3 = Somewhat disagree, 4 = Neitbemayr
disagree, 5 = somewhat agree, 6 = Agree, 7 = Totally agree

Overall Perceived Service Quality Totally Totally
Disagree Agree

| perceive that this new hotel brand will provide 1 2 3 4 5 6 7

superior service.

| perceive that this new hotel brand will offer 1 2 3 4 5 6 7

excellent service.

| perceive that overall service quality of this new 1 2 3 4 5 6 7

hotel brand will be excellent.

Perceived Risk Associated with the Extension Totally Totally
Disagree Agree

All things considered, | think | would be making a 1 2 3 4 5 6 7

mistake if | book a room with this hotel for my futu

travel.

| am sure that | will incur some risk if | choose to 1 2 3 4 5 6 7

stay at this hotel in the future.

Overall Attitudes Toward the New Extension Totally Totally
Disagree Agree

My attitude towards this hotel brand is very positiv 1 2 3 4 5 6 7

I am very favorably disposed towards this new hotel 1 2 3 4 5 6 7

brand

| feel good about this new hotel brand. 1 2 3 4 5 6 7

| think this new hotel brand is great. 1 2 3 4 5 6

11. How similar do you believe theHyatt's new hotel brand is to your most recentyatt
hotel stay (one that you have chosen at the beginning of the survey)?

Please indicate the extent to which you agree or disagree with ethehsthtements.
1 = Totally disagree, 2 = Disagree, 3 = Somewhat disagree, 4 = Neiteemayr
disagree, 5 = somewhat agree, 6 = Agree, 7 = Totally agree

Perceived Similarity Totally Totally
Disagree Agree

TheHyatt’'s new hotel brand and your most recent 1 2 3 4 5 6 7

Hyatt hotel stay had similar images.

TheHyatt's new hotel brand conveyed the same 1 2 3 4 5 6 7

impressions as your most recéhytatt hotel stay.

(Once the respondents complete the question 11, the survey will sidgtion V:Please tell us
about yourself.)
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12. Please choose Hilton hotel brand that you MOST RECENTLY STAYEBo@€e one only)

O Hilton Hotels & Resorts O Hilton Grand Vacations
O Double Tree by Hilton O Hilton Garden Inn
0 Homewood Suites by Hilton 0 Home2 Suites by Hilton

Section Il. Your opinion about theélilton hotel

13. The following statements describe your opinion alyoutr most recentHilton hotel stay
(one that you have chosen in the previous sectioilease indicate the extent to which you
agree or disagree with each of the statements.

1 = Totally disagree, 2 = Disagree, 3 = Somewhat disagree, 4 = Neitbemayr
disagree, 5 = somewhat agree, 6 = Agree, 7 = Totally agree

Perceived Service Quality Totally Totally
Disagree Agree

| have had an excellent experience when | visit th 1 2 3 4 5 6 7

hotel.

| feel good about what this hotel provides to its 1 2 3 4 5 6 7

customers.

So far, | have always rated this hotel’s service 1 2 3 4 5 6 7

highly.

I would say that this hotel's physical environment is 1 2 3 4 5 6 7

one of the best in the hotel industry.

| would rate this hotel's physical environment 1 2 3 4 5 6 7

highly.

Overall, I would say that | have a very good 1 2 3 4 5 6 7

impression of this hotel's physical environment.

Overall, I'd say the quality of my interaction with 1 2 3 4 5 6 7
this hotel's employees was excellent.

I would say that the quality of my interaction with 1 2 3 4 5 6 7
this hotel’'s employees was high.

It was fun to interact with this hotel’'s employe 1 2 3 4 5 6 7
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Section Ill. Your opinion about theHilton Brand”

14. The following statements describe your opinion abélitén Brand” Please indicate the
extent to which you agree or disagree with each of the statements.

1 = Totally disagree, 2 = Disagree, 3 = Somewhat disagree, 4 = Neitbemayr
disagree, 5 = somewhat agree, 6 = Agree, 7 = Totally agree

Core-Brand Reputation Totally Totally
Disagree Agree
All together, | am very positive aboHilton. 1 2 3 4 5 6 7
Overall,Hilton makes honest claims 1 2 3 4 5 6 7
Overall,Hilton is trustworthy. 1 2 3 4 5 6 7
Overall,Hilton has a good reputation. 1 2 3 4 5 6
Core-Brand Loyalty Totally Totally
Disagree Agree
| will considerHilton my first choice if | travel in the 1 2 3 4 5 6 7
future.
| believe thatilton is my favorite hotel brand. 1 2 3 4 5 6
To me,Hilton is the best hotel chain in the hotel 1 2 3 4 5 6 7
industry.
I will recommendHilton to others who seek my advise. 1 2 3 4 5 6

Section IV. Your opinion aboutlilton 'S new hotel brand

Hilton Hotels Corporation Groupad decided ttauncha new hotel brand under the

Hilton brand. The followings are detail information about the new hotel brand.

This new hotel is an upper moderate tier lifestyle hotel brana:tiagghe design
conscious, traveler looking for a cosmopolitan hotel stay in a great ctydoncWith stylish and
urban design, the hotel appeals to both the business and leisure travelegksho seperience
the culture of the city. The hotel offers not only great design andnmgeation, but also great
personal, friendly, and modern service to make stays unforgettable arfilltthéuheeds of the

21st century traveler. The average price range of this new hotel isr&125 - $250.

15. Based on the information provided about lthikon’s new hotel brand, please indicate the
extent to which you agree or disagree with each of following statements.

1 = Totally disagree, 2 = Disagree, 3 = Somewhat disagree, 4 = Neitbemay
disagree, 5 = somewhat agree, 6 = Agree, 7 = Totally agree
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Overall Perceived Service Quality Totally Totally

Disagree Agree
| perceive that this new hotel brand will provide 1 2 3 4 5 6 7
superior service.
| perceive that this new hotel brand will offer 1 2 3 4 5 6 7
excellent service.
| perceive that overall service quality of this new 1 2 3 4 5 6 7
hotel brand will be excellent.
Perceived Risk Associated with the Extension Totally Totally
Disagree Agree
All things considered, | think | would be making a 1 2 3 4 5 6 7
mistake if | book a room with this hotel for my futu
travel.
I am sure that | will incur some risk if | choose to 1 2 3 4 5 6 7
stay at this hotel in the future.
Overall Attitudes Toward the New Extension Totally Totally
Disagree Agree
My attitude towards this hotel brand is very positiv 1 2 3 4 5 6 7
| am very favorably disposed towards this new hotel 1 2 3 4 5 6 7
brand
| feel good about this new hotel brand. 1 2 3 4 5 6 7
| think this new hotel brand is great. 1 2 3 4 5 6

16. How similar do you believe theHilton’s new hotel brand is to your most recentlilton
hotel stay(one that you have chosen at the beginning of the survey)?

Please indicate the extent to which you agree or disagree with ethehsthtements.
1 = Totally disagree, 2 = Disagree, 3 = Somewhat disagree, 4 = Neitbemayr
disagree, 5 = somewhat agree, 6 = Agree, 7 = Totally agree

Perceived Similarity Totally Totally
Disagree Agree
TheHilton’s new hotel brand and your most recent 1 2 3 4 5 6 7

Hilton hotel stay had similar images.

TheHilton’s new hotel brand conveyed the same 1 2 3 4 5 6 7
impressions as your most receétitton hotel stay.

(Once the respondents complete the question 16, the survey will sidgtion V:Please tell us
about yourself.)
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17. Please choose a Holiday Inn hotel brand that you MOST RECENTLY STA{E&i»ose
one only)

O Holiday Inn Hotels O Holiday Inn Express
O Holiday Inn Resort O Holiday Inn Club Vacations

Section Il. Your opinion about théloliday Innhotel

18. The following statements describe your opinion alyout most recentHoliday Inn hotel
stay (one that you have chosen in the previous sectioRJease indicate the extent to which
you agree or disagree with each of the statements.

1 = Totally disagree, 2 = Disagree, 3 = Somewhat disagree, 4 = Neiteemayr
disagree, 5 = somewhat agree, 6 = Agree, 7 = Totally agree

Perceived Service Quality Totally Totally
Disagree Adgree

| have had an excellent experience when | visit th 1 2 3 4 5 6 7

hotel.

| feel good about what this hotel provides to its 1 2 3 4 5 6 7

customers.

So far, | have always rated this hotel's service 1 2 3 4 5 6 7

highly.

| would say that this hotel's physical environment is 1 2 3 4 5 6 7

one of the best in the hotel industry.

| would rate this hotel's physical environment 1 2 3 4 5 6 7

highly.

Overall, | would say that | have a very good 1 2 3 4 5 6 7

impression of this hotel's physical environment.

Overall, I'd say the quality of my interaction with 1 2 3 4 5 6 7
this hotel’'s employees was excellent.

| would say that the quality of my interaction with 1 2 3 4 5 6 7
this hotel’'s employees was high.

It was fun to interact with this hotel's employee 1 2 3 4 5 6 7
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Section Ill. Your opinion about theHoliday Inn Brand”

19. The following statements describe your opinion abéldlilay Inn Brand” Please indicate
the extent to which you agree or disagree with each of the statements.

1 = Totally disagree, 2 = Disagree, 3 = Somewhat disagree, 4 = Neitbemayr
disagree, 5 = somewhat agree, 6 = Agree, 7 = Totally agree

Core-Brand Reputation Totally Totally
Disagree Agree

All together, | am very positive abotdbliday Inn 1 2 3 4 5 6 7

Overall,Holiday Innmakes honest claims 1 2 3 4 5 6 7

Overall,Holiday Innis trustworthy. 1 2 3 4 5 6 7

Overall,Holiday Innhas a good reputation. 1 2 3 4 5 6 7

Core-Brand Loyalty Totally Totally
Disagree Agree

| will considerHoliday Innmy first choice if | travel in 1 2 3 4 5 6 7

the future.

| believe thatHoliday Innis my favorite hotel brand. 1 2 3 4 5 6 7

To me,Holiday Innis the best hotel chain in the hote 1 2 3 4 5 6 7
industry.

I will recommendHoliday Innto others who seek my 1 2 3 4 5 6 7
advise.

Section IV. Your opinion abouHoliday Inn’s new hotel brand

InterContinental Hotels Groupad decided tauncha new hotel brand under the Holiday
Inn brand. The followings are detail information about the new hotetibra

This new hotel is an upper moderate tier lifestyle hotel brandtiagghe design
conscious, traveler looking for a cosmopolitan hotel stay in a great ctydncWith stylish and
urban design, the hotel appeals to both the business and leisure traveleeksto ssperience
the culture of the city. The hotel offers not only great design andnoeation, but also great
personal, friendly, and modern service to make stays unforgettable andltthéutieeds of the
21st century traveler. The average price range of this new hotelibréh2h - $250.

20. Based on the information provided about the Holiday Inn’s new hotel brand, ple@s¢andi
the extent to which you agree or disagree with each of following statements.

1 = Totally disagree, 2 = Disagree, 3 = Somewhat disagree, 4 = Neitbemayr
disagree, 5 = somewhat agree, 6 = Agree, 7 = Totally agree
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Overall Perceived Service Quality Totally Totally

Disagree Agree
| perceive that this new hotel brand will provide 1 2 3 4 5 6 7
superior service.
| perceive that this new hotel brand will offer 1 2 3 4 5 6 7
excellent service.
| perceive that overall service quality of this new 1 2 3 4 5 6 7
hotel brand will be excellent.
Perceived Risk Associated with the Extension Totally Totally
Disagree Agree
All things considered, | think | would be making a 1 2 3 4 5 6 7
mistake if | book a room with this hotel for my futu
travel.
I am sure that | will incur some risk if | choose to 1 2 3 4 5 6 7
stay at this hotel in the future.
Overall Attitudes Toward the New Extension Totally Totally
Disagree Agree
My attitude towards this hotel brand is very positiv 1 2 3 4 5 6 7
| am very favorably disposed towards this new hotel 1 2 3 4 5 6 7
brand
| feel good about this new hotel brand. 1 2 3 4 5 6 7
| think this new hotel brand is great. 1 2 3 4 5 6

21. How similar do you believe the Holiday Inn’s new hotel brand is to yaumost recent
Holiday Inn hotel stay(one that you have chosen at the beginning of the survey)?

Please indicate the extent to which you agree or disagree with ethehstditements.
1 = Totally disagree, 2 = Disagree, 3 = Somewhat disagree, 4 = Neitbemayr
disagree, 5 = somewhat agree, 6 = Agree, 7 = Totally agree

Perceived Similarity Totally Totally
Disagree Agree

The Holiday Inn’s new hotel brand and your most 1 2 3 4 5 6 7

recent Holiday Inn hotel stay had similar images.

The Holiday Inn’s new hotel brand conveyed the 1 2 3 4 5 6 7

same impressions as your most recent Holiday Inn

hotel stay.

(Once the respondents complete the question 21, the survey will contsaetiom V: Please tell
us about yourself.)
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Section V.Please tell us about yourself.

Please answer the following questions to provide information about foiifse information
will be used for research purposes only.

1. Gender 71 Male 1 Female

2. Year of birth (11945 and before (71946 - 1964
(11965 - 1976 (11977 and after

3. Marital status 0 Single [ Married

4. Education [1 Less than high school degreeHigh school degree
(1 Diploma 1 College graduate

[ Graduate degree

5. Annual household [0 Under $20,000 [] $20,000 to $39,999
income [J $40,000 to $59,999 [J $60,000 to $79,999
1 $80,000 to $99,999 1 $100,000 or greater

Thank you for your time and participation in thisresearch study!

If you would like to enter into a lottery to win one of three $50 Visa giftlcplease email your
name and e-mail addressn@ahasuw@okstate.eakith “Lottery” as subject line. Three winners
will be randomly selected from the pool of entries. The visa gift caitlbersent to each winner

by mail. Your survey responsedl remain anonymousas your name entry to the lottery will

not be able to be connected to your survey results.
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Oklahoma State University Institutional Review Board

Date: Thursday, February 08, 2012

IRB Application No  HE1286

Proposal Title: A Study of Spillover Effects of Multiple Hotel Brand Extension
Reviewed and Exempt

Processed as:

Status Recommended by Reviewer(s): Approved Protocol Expires: 2/8/2013
Principal

Investigator(s):

Patcharapom Mahasuweerachs  Hailin Qu

245 N. Univ. Place Apt. 308 148 HES
Stillwater, OK 74075 Stillwater, OK 74078

The IRB application referenced above has been approved. Itis the judgment of the reviewers that the
rights and welfare of individuals who may be asked to participate in this study will be respected, and that
the research will be conducted in a manner consistent with the IRB requirements as outlined in section 45
CFR 46,

The final versions of any printad recruitment, consent and assent documents bearing the IRB approval
stamp are attached fo this letter. These are the versions that must be used during the study.

As Principal Investigator, it is your responsibility to do the following:

1. Conduct this study exactly as it has been approved. Any modifications to the research protocel
must be submitted with the appropriate signatures for IRB approval.

2. Submit a request for continuation if the study extends beyond the approval period of one calendar
yaar. This continuation must receive IRB review and approval before the research can continue.

3. Report any adverse events to the IRB Chair promptly. Adverse events are those which are
unanticipated and impact the subjects during the course of this research; and

4. Notify the IRB office in writing when your research project is complete.

Please note that approved protocols are subject to monitoring by the IRB and that the IRB office has the
autharity to inspect research records associated with this protocol at any time. If you have questions

about the IRB procedures or need any assistance from the Board, please contact Beth McTernan in 219
Cordell North (phone: 405-744-5700, beth.mcternan@ okstate.edu).

Sincerely,

Shelia Kennison, Chair
Institutiona! Review Board
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STATE,

. l LAV TR '

Greetings,

My name is Patcharaporn Mahasuweerachai, a doctoral candidate in Hospitality Administration at
Oklahoma State University. | would greatly appreciate your help with my Ph.D. dissertation, title: A
Study of Spillover Effects of Multiple Hotel Brand Extensions.

You will be asked a few questions about your hotel stay experience. 1t will take approximately 10
minutes to complete the online survey. By participating, you will be given the opportunity to enter into a
drawing to win one of three $50 visa gift cards. Your participation is completely voluntary. There are
no known risks associated with this research study that are greater than those you would find in daily
life. Your response will remain confidential, and no individual’s answers can be identified.

Your responses will be collected using the Qualtrics Survey Program provided by Oklahoma State
University. Only the principal investigator (PI) will be able to access the data which will be stored in
PI’s personal computer for five years after the research study has been completed.

By clicking on the link, you agree that you understand and are giving your consent to participate,

https://okstateches qualtrics.com

Please follow the instructions at the end of the research survey to enter the drawing.

Your email address was obtained from a publically available database purchased by Oklahoma State
University’s Department of Hotel and Restaurant Administration, If vou wish to be removed frony the
list, please send an email to "Remove"” as the subject line or fax your email address o Attn:
UNSUBSCRIBE-Center"4(05-744-6299.

If you have any questions regarding the research survey, please contact the principal investigator,
Patcharaporn Mahasuweerachai (email: mahasuwi@okstate.cdu , phone: 405-612-1493) or Dr.
Hailin Qu (email: h.quiiiokstate.cdu, phone: 405-744-6711). If you have questions about your rights
as a research volunteer, you may contact Dr. Shelia Kennison, [RB Chair, 219 Cordell North, Stillwater,
OK 74078, 405-744-3377 or irb(@okstate.edu. Thank you for your valuable time and assistance,

Sincerely,

Patcharporn Mahasuweerachai

Ph.D. Candidate .

School of Hotel and Restaurant Administration
Oklahoma State University

Phone: 405-612-1493

Email: mahasuwidokstate edu
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Oklahoma State University Institutional Review Board

Date: Friday, February 24, 2012 Protocol Expires:  2/8/2013
IRB Application No: HE126
e
Proposal Title: A Study of Spillover Effects of Multiple Hotel Brand Extension
Reviewed and Exempt
Draraccad ac:
T Medification
Status Recommended by Reviewer(s) Approved
Principal
|nvestigator(s):
Patcharaporn Mahasuweerach Hailin Qu
245 N. Univ. Place Apt. 309 148 HES
Stillwater, OX 74075 Stillwater, OK 74078

The requested modification to this IRB protocol has been approved. Pleass note that the original
expiration date of the protocol has not changed. The IRB office MUST be notified in writing when a
project is complete. All approved projects are subject to monitoring by the IRB.

M The final versions of any printed recruitment, consent and assent documents bearing the IRB approval
stamp are attached to this letter. These are the versions that must be used during the study.

The reviewer(s) had these comments:

The modification request Lo expand the sampling population to include OSU undergraduate and
graduate students is approved.

Signature :
M}l Korpson
) Friday, February 24, 2012
Shelia Kennison, Chair, Institutional Review Board Date

173



Creetings,

My name is Patcharaporn Mahasuwecrachai, a doctoral candidate in Hospitality Administration at

Oklahoma State University. | would greatly appreciate your help with my Ph.D. dissertation, title: A

Study of Spillover Effects of Multiple Hotel Brand Extensions.

You will be asked a few questions about your hotel stay experience. It will take approximately {0
minutes to complete the online survey. By participating, you will be given the opportunity to enter
into a drawing to win one of three $50 visa gift cards. Your participation is completely voluntary.
There are no known risks associated with this research study that are greater than those you would
find in daily life. Your response will remain confidential, and no individual’s answers can be
identified.

Your responses will be collected using the Qualtrics Survey Program provided by Oklahoma State
University. Only the principal investigator (PI) will be able to access the data which will be stored in
PI’s personal computer for five years after the research study has been completed.

Please click the link below to start the research survey. By clicking on the link, you agree that you
understand and are giving your consent to participate.

https:/fokstateches.qualtrics.com

Please follow the instructions at the end of the research survey to enter the drawing.

If you have any questions regarding the research survey, please contact the principal investigator,
Patcharaporn Mahasuweerachai (email: mahasuw(@okstate.edu , phone: 405-612-1493) or Dr.
Hailin Qu (email: h.qui@okstate.edu, phone: 405-744-6711). If you have questions about your
rights as a research volunteer, you may contact Dr. Shelia Kennison, IRB Chair, 219 Cordell North,
Stillwater, OK 74078, 405-744-3377 or irb@okstate.edu. Thank you for your valuable time and
assistance.

Sincerely,

Patcharporn Mahasuweerachai

Ph.Dx. Candidate

School of Hotel and Restaurant Administration
Oklahoma State University

Phone: 405-612-1493

Email: mahasuw(@okstate.edu
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