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Abstract
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This research was started the year before last with a grant from the Academic Development Funds
to elucidate the role of implicit theories in consumer behavior. In the past two years, the focus has
been to clarify the underlying process of intertemporal choices by using implicit theories of
intelligence (incremental and entity theories). This year, the focus was directed to the implicit
theory of relationships. This theory was utilized to examine the underlying process of consumer
responses to vertical line extensions. A vertical line extension is a strategy that extends the brand
to either a higher position (upward extension) or a lower position (downward extension) within the
same product category. Existing research on vertical line extensions remains scarce; therefore,
little is known about the psychological process of consumer responses. Through several
experiments, the following findings were derived. First, consumers responded differently to the
upward and downward extensions depending on the strength of the implicit theories. Next,
consumers reasoned about firms' motives for implementing the extensions, and the reasoning
mediated the relationship between the extensions and consumers' extension evaluations.
Furthermore, indicating the reasons for implementing the extensions did not vastly improve the
evaluations. Lastly, for core customers, brand attitudes are additional factors that influence the
evaluations. Overall, this research confirms that implicit theories are useful concepts to explain
various types of consumer behavior.
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This research was started the year before last with a grant from the Academic Development Funds to elucidate the role of implicit
theories in consumer behavior. In the past two years, the focus has been to clarify the underlying process of intertemporal choices by
using implicit theories of intelligence (incremental and entity theories). This year, the focus was directed to the implicit theory of
relationships. This theory was utilized to examine the underlying process of consumer responses to vertical line extensions. A vertical
line extension is a strategy that extends the brand to either a higher position (upward extension) or a lower position (downward
extension) within the same product category. Existing research on vertical line extensions remains scarce; therefore, little is known
about the psychological process of consumer responses. Through several experiments, the following findings were derived. First,
consumers responded differently to the upward and downward extensions depending on the strength of the implicit theories. Next,
consumers reasoned about firms’ motives for implementing the extensions, and the reasoning mediated the relationship between the
extensions and consumers’ extension evaluations. Furthermore, indicating the reasons for implementing the extensions did not vastly
improve the evaluations. Lastly, for core customers, brand attitudes are additional factors that influence the evaluations. Overall, this
research confirms that implicit theories are useful concepts to explain various types of consumer behavior.
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