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1 INTRODUCTION

The luxury goods market is growing rapidly in term of value and number of participants. Based on the
recent report provided by Bain & Company, the luxury maraeased% in 2018which isestimated

al. 2 t r iglowth ilmnmost diwisiongttluding luxury cars, personkixury goodshigh-endhos-
pitality, fine wines and spirits, gourmet food amkfdining, fine art, higtend furnture and housewares,
private jetsyachts and luxury cruises. With the trending shiftamsumemarketfrom common and
traditionalEuropean and American with old generation to youngdgmémic generation Asiaamerg-

ing counties competitive pressure and matrkiEemandalterationbecomea big challenge for luxury
companiesin order taretan the reputation built in decadeswasll asto cach up withnewexpectations

and emerging interests, the brand manager stumriglder and redefine theabjectives, examine the

current resources to adapt with the ongahgngesn demand of the high- endcustomers.

Luxury marketing is regarded to be the marketing of luxury goods which are charged with high prices
and sometimes not considered necessary to the consumer. Lgaadbuyers often make exclusive
purchases that the majority of consumers cannot afféogh Marketing Schoo)2019.)In recognition

of the economic development, teds a considerabiacrea® in thenumber of peoplevith desire and

ability to purchasduxury goodsAs a resultthe high-endindustry has been growing dramatically, at-
tracting more players. Understanding customer behaviors is a must for any businesses to survive a
grow in ths intensivecompetition.lt becomes more vital when the customer behavior of luxury buyers

tends to be more complicated than tbedinaryones.

This research is going to analyze and classify different types of consumers based on theiufisehavio
find out the relationship between the understanding of customer behavior and brand management |
luxury businessBased on that, some recommendations can be proposeatforatego attract more

consumers.

Aiming attheunderstanding of consumieehavior in luxury marketing and how to apply internet mar-
keting in brand managemenie research aims to tackle the following questigvisat are the customer
segments in luxury marketing? Wheate the behavias of millennialsi the future main purchasig
forces? How canbusinesses in luxury industry utilize the internet to promote products, but not losing its
standard?



In addition to introduction and conclusion, the research is dividediuganain parts. Chapter 2 de-
scribes different customer egmenation in luxury marketing. Following that, the author prosgide
sights of target customeramillennials includingtheir behaviarsand how to attract thenChaptes 4
to 6 discusghe influence ofinternetover luxury marketing brand managemeras wellas isks and

opportunities facing the modern luxury industanydoffer some recommendations along the way.



2 CUSTOMER SEGMENTATION

This chapter describalifferent dimension of customer segmentation, dividing by their knowledge of

luxury and theimotivation to purchase luxury goods and services.

2.1 Customer knowledge ofluxury

Based on their affordability and their crave for status, there are four group of consumers, namely patr

cians, parvenus, poseurs, and proletarians.

TABLE 1. Customer segnmeation based on need for status and affordal§iign, Nunes& Dreze
2010)

Need for status

High Low
High Parvenu Patrician
Affordability
Low Poseur Proletarian

The ones who have high financial means but show little interefssphaying their wealth are called as
Patriciansin fact, they would like to use subtle signals to get connected to other fellow patridiags.

are willing to pay a premium price to purchase items which only patricians can understand the values
Therefae, the luxury goods which can attract this customer segment should not be something too nc

ticeable with a huge lodgout with the exclusive brantess loudness is bettgtanet al. 2010)

Affluent as well, the parvenus yearn for expressing their stathisvauld like to purchase items who

can show their wealth in the most noticeable wagioes not mean that they cat afford something
subtle as the patricians. However, the factor they concern first when purchasing is whether it can suppc
them to diseciate hemselves from the ones who nahafford and associate themselves with other who
can. For example, Parvenus love the handbag with visiblenéhlgo because it proves tlilag hand-

bag is unaffordable to those below themore loudness is better



PICTUREL. People queuin front of Louis Vuitton store on Chamyidysées in Paris

Like Parvenus, the poseurs would like to purchase for the sake of their status display. They prefer to |
recognized as the affluent ones in the society and differentiated from the lower class. However, th
difference between these two kinds of consuneetisat the poseurs lack the wealth of parvenus. In fact,
their financial status does not allow them to possess these premium goods. To rub their shoulder wi
the high class, they often choose to purchase counterfeit luxury goods. It is not surprisivegrtreaket

for counterfeit has lasted for a long time to serve this class in the society.

The final group is the proletarians, who do not have the financial means and not need to signal their
status by consuming the products. They simply cannot or atilbay products to express their status.
Often, this customer segmeartnsidergpurchasing goods because they need the practical values these

products bring.

2.2 Consumer needs and motivations for purchasing luxury items

Another way to divide luxury buyersto customer segments is researching for their needs and motiva-

tion for purchasing higlend products or services.



2.2.1 Self realizationsegment

According to Abr ah of Meeddhaesterdiweada, SHllivan & loude2Q 1 was
represented with a pyramid with athgeaar t hi er ar c hy: Abasi c needs«
t he mi ddleaect wmanldi Zisteildno at the top. The fAbasic
shelter and everything necessary foimediate survival. This kind of need places on the base of the
pyramid with the widest portion by area, meaning that it occupies the largest time, energy and resource
than the rest. I n the middle of t hethipgglkasomn-d i
nectedness, love, respect, intimacy, attention. This accounts for the second largest market. And at t
top of the pyramid, Masl|l owaptaakdzat sehooheae
this need is our ability to mka an impact, experience new things, live up to our full potential. The reason
why they come last in the pyramidtisathumans cannot take them into consideration until the other
needs are me§elf-actualizations definitely what the wealthy consumer wid like to gain when pur-
chasing luxury products. The reason behind this is that they have met other needs like basic needs &
social needs from other products with their high affordability.

Fortunately, the demand for fulling this top need is aboulttetmome the largest market in the future

thanks to the economic development in the global scale. It is widely known that the problems of poverty
food security will soon be solved. The global will shift their needs from meeting their basic to the pursuit
of selfactualization. The marketer in the luxury marketing should take a close at the trend and use it ti

shape the future.

2.2.2 Elite customers segment

The segment of elite customers refers to those who have a great financial situation and usually purcha
luxury products. Theglso have a comprehenskmowledge of luxury brands and luxury produdtsis

client group representle loyal customers of luxury brandbeoseinclude movie stars, musicians, ath-
letesor peoplehavingachieved financial successaatelatively young agé&Vhat attracts thse clientss

the strongneeds of recognition and powd@s a result, they affluent consumers who have the money to

spend on prestigious products with an image of exclusivity



2.2.3 Accesible luxury segment

Nowadays, the definition of luxury is believed to become less scarce, and more supé@rficdla y 6 s
luxury is moreaccessibleThe luxury products are no longer something hard to obtain but something
creating more enjoyment. It is reflected on the unique design, amazing ideas or creative forms. Witl
these open definition of luxury products, marketers can lgve¢heir common products to the luxury
ones by leveraging these qualiti€berefore, thaffluent consumers who can afford to purchase luxury
goods can be referred to the ones who save up a long time to a new BMW or a new Channel bag. Tr

customer segmenhould receive the greatest care from the marketer for luxury brands.

2.2.4 New rich segment

The new rich segment in luxury marketing refers to a group of customers who have a certain level c
income allowing them to purchase luxury goods in some selamead.Their key featureis thatthey
cannotafford to havepremiumconsumptionn all aspectof their lives. However,with their modern
lifestyle, they arewilling to tradeoff, spenddisproportionatelytheir incomefor whattheylove. They
tendto beyoung,single,in their careempathandhavethe freedomto usetheir moneysuitablefor their
personalifestyle. The noticeablepointis thatthis segmenbftenbecoms thetrendsetterin the market.

As aresult,this segmentlsodeserveshe attentionof marketerfor the future of luxury brands.

2.3 Paradoxes in customer behavior

The customer segmentation will never be able to cover all kinds of customer. There are stiboemeain

paradoxes that the company should keep in mind in order to make an appropriate marketing plan.

2.3.1 Snob effect:

Thesnob effects a phenomenon in microeconomics, referring to the inverse demand for a certain gooc

between the individuals of higher atié lower income levlUzgoren& Guney2012 Unlike the lower
level, the high class often pay a great deal for a product with low practical value due to their great desir



to possess unusual or unique goods. Often, these goods are related to some superficial factors like
lebrity representation a@nbrand prestige.

The key factors of a product which can attract the snob customer is that it should be in a limited supply
In other words, the lesser available an item is, the highgnats value isThe typical examples are rare
works of art, designeclothing, and sportsars.Some researchesuch as Verhallen (1996), Snyder
(1992) or Wagner (2018have proven the inverse relation between the product supply and the customer
choices. It means that while the goods with limited supply are regartedfdigher values, the goods
which can be easily purchased are less desirable in the snob effect. This finding has been once ag:
emphasized in the study Aguirre-Rodriguez2013) when the most significant criteria to see a product

as expensive is pduct scarcity. It is easily understood that the products with limited supply should be
charged with a sth a high price which not eversge can afford it. In the study dason (1995)he
examined the demand curve of the snob consumer and found that piséteasing behavior would be

in relation to the increase in luxury goods prices.

Other one in luxury marketing which often is compared to the snob effect is the Veblen. Both of these
effects place the importance on the high price of luxury goods. Howte difference is that the Veblen
does not emphasize the fact of being one of the limited owner of the goods as the Snob effect. To put
more details, consumers in Veblen effect do not find it as a problem when other individuals can own th
high-pricedgoods they has purchased. However, the demand of the individual to high priced goods ir
the snob effect tends to decrease when the number of those who can possess these products incre
The snob effect has been widely understood and appliedme business such as night clubs, luxury
clothes and accessories. To keep their fashionableness, restricted entrance is essential. Therefore, er
ing these night clubs has been appeared to be a social status symbol among young generations. The
fore, increasing the current supply reduces the demand in the flihaeks to the Snob effect, a mo-
nopoly firm in luxury good industry may increase its marginal profit by making price discrimination.
When releasing a new product to a new market, the monopwigfiould know to make an appropriate

pricing strategy due to inelastic structure of the snob consumer demand.

The snob effect also explains the efficiency of the rude attitude of some sellers in luxury goods marke
The products which may be appealingtite snob individual should be emphasized on the personal
characteristics that snobs have, the great desire for expressing their status. Comprehending this, a se

in this high priced good market may adopt a rude attitude to the extent that she/héheidgeml status



of an individual. In other words, the seller may politely reject the consumer with the reason of unafford-
able price range. As a snob consumer, this one will pay a great deal to buy a product which her/ hi
financial situation may not allv to prove their social st&. Because purchasing a héwebbtain goods

has given selfctualization feeling in the eye of the snob customer, she or he accidentally make a pur:
chase decision so as to prove his/ her identity and improve their social Jtataonclude, a slight
offence and polite rejects in selling attitude may work in luxury marketing rather than an excessive

insistency to convince the customers.

2.3.2 Shame effect

A key element the marketer in luxury marketing should takedomsideration is the mixed emotions of
enjoyment and guilty among those purchasing luxury goditlsough affluent consumers absolutely
afford to possesstagh-pricedproduct with amazing purchasing experience, a sense of guilt paired with

the joy isinevitable.

Looking into gender breakdown, female consumers have the greater tendency to express their guilty th:
the male ones. According tpos (2019) 60% of affluent females feel guilty when purchasing a luxury
product, compared to 49% of affluent males. Looking closely at the demographic breakdown, 67% o
Millennials are reported to have this guilty feeling while the percentage among those atfedngb

those over the age of 50 is 55% of 42%, in turn. Due to this duality and guilt associated with luxury, the
term Aluxuryo is not always regarded as posit

positive and even 16% of them say that grentluxury is not at all positive.

Strongly Agree/agree: | Sometimes Feel Guilty Making A Luxury Purchase

Total Strongly Agree/Age: I 5%
Mixic | 5/

PICTUREZ2. Survey of finding guilty when purchase luxury gsod



Overcoming that guilt is a challenge and also a key of luxury marketing. What a marketer often do ir
this case is combining the joy of purchasing luxusiproducts with some concepts like empowerment,
rewards and deservedness. By doing that, marketers can position their brand, bring the positivity in tr

minds of these consumers.

2.3.3 The Art of Luxury Marketing

According toGilpin (2001) the great gross margin in luxury goods is undeniable with averaged

60 percent, compared to 40 to 50 percent of mainstream brands. After expenses, the operatarg profits
around 18 to 20 percent of luxury goods companies compared to 9 to 12 pénceme mainstream
brands. The good news for the luxury sector is that luxury is growing worldwide. However, it also create:
a major dilemma. Luxury brands can become a victim of their own success when increasing the suppl
of luxury goods. Based on thaab effect mentioned above, the loss of objective rarity can lead to the
decreasing desire for these desire goods. In other words, the art of luxury marketing lies on the balan:

of the growing penetration or sales and the limited supply of these products.

3 MILLENIALS AND YOUNG GENERATION SHIFT IN LUXURY INDUSTRY

This chapter provided a theoretical framework of behaviors of millennials, taking away from previous
researches and studies. Moreover, the author conducted a survey as an empirical studase show

how millennials act towards luxury brands.

3.1 The characteristics of Millenials

Aquent (2019)pointed out thaMillennial and Generation Z are expected to the purchasing force of

luxury brands by 2025 with 45% of the global personal luxury goods market. Therefore, the marketing
planner need to change the game in order to serve these clients. While that preaenfgpgrtunities



for many brands, the challenges are also considerable because Millennials think and shop different

from previousyeneratios.

The first characteristic of these customers is engaged in egtiressionUniqueness andxclusivity
are hie main factor thamillennialsare looking for ina productsince itis regarded as the statemémt
provewho they are, what they waahd which they stand fomherefore Juxury products with tailor
madeitems become particularlgttracive. It can be aried from puttingnitials on designer bags to

letting the customengersonalizéheir own designs on the braisdacket.

The secondnajor difference imillennialdspending habits is that thggpically valueexperiencesore

than older generationi other words, this generation would prefer to spenidl theney on purchasing
experiencerather than productsnd they ready to pay extra for VIP experienddgse activities can
referto high-end travels, exclusive events, gastronomy or automotive products. This new luxury concep
crucially related to therst characteristienentioned above since experiences are usualigrgettable

and unigue occasions, which display a much youdrgdr kidéprofile. Combining with the growth of
social media and lifestydocused platforms like Instagram, videos and photos from elite trips, concerts,
services and food represents a way to build the personal brands and the desire of engagement. On
otherhard, theexperiencs related to traditional luxury items suchcastomer service, packaging, ship-
ping and payment mettpetc. also need to be investdthese actions will help higend brands to

attract and maintain relationships with thélennialsthanonly the products itself.

It partly leads to the third poiniaternetmatters more than ever to millennidts.en though, purchasing
in-store remains the preference, young people would like to make the online interaction before actuall
buying the produc They will likely make a researchboutthe brangthe products read the related
reviews as well as the similar itenfiidm othercompetitos. The survey aGroup (2019has provided

the information that millennials use a mobile device to read user reviews and research products befo
making purchasing decision more often than nomllennials with 50 percent compared to 21 percent.

53 percent of millennials often expéobrands on social network while only 3&rgent non millennials

do that.In addition, heir purchasing decision may mainly be affectedhaydigitalmediaas well This
generatiortends to trust their friends rather than an exp@&tiey prefer to take apions from someone

with firsthand experience and great credit rather than someone with professional or academic credentia
According to the researdhom Group (2019)millennials use social media platforms more than-non
millennials with 79 percent ans9 percent respectively. Millennials also are reported to have larger

network in social media with 46 percent having 200 or more friends on Facebook, compared with 1¢


https://www.forbes.com/sites/travisbradberry/2016/08/09/why-you-should-spend-your-money-on-experiences-not-things/#73b0d9866520

percent normillennials Young generation is heavily influenced by their peers and lenagehcy to

follow all their friend€s social media in order not to miss odis a resul, purchasing a product based

on the Instagram they followed (both friends and influencers) became a trend. The popularity of &
product on these platforms can be an atlvge of any brand to attract these clieR@id partnership

with models, fashion icons and KOLs (Key Opinion Leaders) or sponsored red carpet looks for movie
stars like Oscar event, are a common PR move for luxury houses. Becausd-matth marketings

still considered as one of the most effective strategy whether in traditional advertising or digital media.

Next point isthat millennials not only care about the products but also the stories heHindike
previous generatiorihe millennials do not just accept something because they have always been done
a certain way. Instead, theye willingto know the cause or thmurpose to do somethirand require
changes if needed method taconnectbetterwith young people as well as terategianove in brand
management is that the companies neesh&oethe storiedbehind its brandske history, vision,core

value or nevest trendsustainable developmént

Finally, millennials tend to appreciate a brand with innovative ide@sse peoplare creative andu-
rious,they always demanfibr changesa visionahead of timgan upto-datedesign or anew concept
beyond theold, traditioral luxury. Their personalities forced the higimd brands to movand sharpen-

ing a new luxury concept.he typical example is the luxury sneakers, a status symbol of young custom-
ers. Richmillennialsready to pay thousands of dollars for hegid sneakers from brands like Balenciaga

or Gucci. Their require for comfort and athleisure set this trend and luxury brands take this as an oppo
tunity to design and bring streetwear out of the underground. Not only running shoes but hoodies, swee
ers andeans- items has never been existed in old luxury wertigtcame a young and trendy culture.
Obviously,affluentmillennialshave helped rise up the price of these products and give them a foothold
in fashion luxury industry. Same result happened watihnology which also gained a firm stand in
luxury world in recent years. Technical product like mobile phone or supercaeasecin demands

thanks to tectsavvy tendency ahillennials

Today GerZ represents only about 4% of the tlugury market because of their lepurchase rate.
However, they will drive 8% of trukixury spend by 2020Chis group is expected twave a pwerful

influence in the market.



3.2 The survey into Millennials opinion about luxury

In order for the reader of this research to have a better picture and to imagine the current trends and
opinions of young customers toward the luxury goodssandces, the author has created a survey

amongst young people.

3.2.1 Survey introduction

Theé&ouigpeopl e opinions about luxuryodo survey was
and expectations behind the motivation of millennial and Generate Z to purchase the luxury good and t

create a good recommendation for brands to quickly appyttvet marke(APPENDIX 1).

The survey arefully distributedoetween age group and focus on the female shopper, who can be easiet
to extract information of motives to analyze and persuade to purchase luxury probdactsult showed
74% from 26 to 30 yaa old, 14% from 16 to 20 years old and the ot from 26 to 30 yearsal

in which74%are female and6%are nale

The survey was conducted 69 respondentdhey areall online uses with access to the survey cre-
ated by Google Form, whosge is letween 16 and 30 years okl of the responsearecollected
from 18" September @19 to 08' October2019

1. How old are you? 2. What is your gender?

50 responses 50 responses

@ 16-20 years old
@ 21-25years old
26 - 30 years old
@ 31-35yearsold
@ > 35 years old

©® Female
@ Male

\J

FIGURE1.Age and gender group ratio of the Ayoung




Apart from twoquestions to indicate the age group aeddgr, the survey consists of tgauestions
which can le divided into thregroups: Opinions toward luxury product, Product purchase behavior and
Customer expectation.

With the Options toward luxury product grodlpe questions asked are:
1 In your opinion, what is the most important element defining luxury?
T What is your opinion about O0accessible | ux
With the Product purchase behavioe tfuestions asked are:
T Which types of luxury items are you interested rAost
How do you feel seeing people wearing/ using luxury items or services?
How do you engage with luxury brands through digital channels?
What store style do you prefer to make order?

Why you invest in luxury products or experiences?

=A =4 =4 -4 =4

How often do yowpurchase a luxury product or experience?
T  What is your opinion about brand preference while purchasing luxury products/ experiences?

With the Customer expectation, the suresksaboutiwh at do you expect fronm

3.2.2 Survey evaluation

Based on the above question marks, the following paragraph will summarize and analyze the custome
thought, behavior and expectation respectively:

3. In your opinion, what is the most important element defining luxury?
50 responses

Superior quality or High-

38 (76%
quality crafts. .. (76%)

Exclusivity, Uniqueness &

27 (54%
Rarity (54%)

Brand or product reputation
Exclusive experiences
(shopping/on-site...

Brands that embrace higher

Q,
purpose/ Cor... 7(14%)

0 10 20 30 40



FIGURE 2. Most important elements defining luxury

With options toward luxury product, when asked aboutrtiost important element defining luxury,
more than threguarters of respondents agreethwiSuperior quality or High quality craftsman ship &
Artistry el ementso when mor &Excdlawms ihvad ,f Wi g uvees
with more tha 40% surveyees define luxury by Brand or product reputation. These antimer sheat
craftsmanship and the highest quality standard remain the bold statement of luxury definition of luxury
regardless of time and generation. Luxury brands should neget this crucial rule in their production

and services. It explains why the oldest luxury houses like Hermés or Louis Vuitton still going strong

through almost 200 years thanks to their finest creations.

9. What is your opinion about ‘accessible luxury’?

50 responses

@ Support this idea. You usually look
for affordable luxuries

@ Somewhat agree. You do both
traditional luxury and accessible
luxury
You do not agree that it should be
called ‘luxury’

FIGURE 3. Options about accessible luxury

In the past, luxuries usually costed a fortune and represent a certain level of scarcity and these featut
defined as the must in |l uxury business, but t
pear ed. Many peopleumnyguesthatoRgmoeeni bhd ta
On the other hand, more and more customers welcome this new concept, especially millennials. Whe
asked about the opiniontowdid c cessi bl e | uxuryo, 60% of-exssth s we
enceof traditional and accessible luxury while 28% support the idea and only 12% claim that the acces
sible items should not be called luxury. In order to serve this growing demand, luxury brands approac
this trend and develop new line of product with is moegnstream andffordablefor users. The typical
example is this case @smeticndustry with the entrancex severabig namedrom Chanel, Dior to
Givenchy or Yves Saint Laurent. The practice will maximize the firm revenuedivignsifying SKU

methal discussed in chapter 5



7. Which types of luxury items are you interested most?
50 responses

@ Luxury goods and products such
as fashion, cosmetic, jewelry, etc.

(] Experiences such as travel,
gastronomy, exclusive events,
wellness, etc.

Technologies

FIGURE4. Roducts line interested by user

As the most focused part with tipeoduct purchase motivation, the survey indicated that 58%e-of
spondentsnterested in luxury goods and products such as fashion, cosmetic, jewelry...; followed by
36% ofrespondentiterested in travel experience, gastronomy, exclusive event and wellness such as
ultracluxury trip or 5star resort; and technology prefereneene last with 6%This newsopers the

wide door forbothtangibleandvirtual luxury producs sincethe uses nowadays show more interest in
norttangible products compared to the pas$te result came as no surprise since expensive traditional
product grop has existed for years while deluxe service business just appeared around 50 years ago a
high-end technology is the new creation of this century. This is good news for luxury clothes and acces
sories houses with high product loyalty andcoaportunityfor tourism andexperienceoriented firm, as
famous Matrriot Internationantered into lavisliachtingcruise market or InterContinental Hotel Group
acquired wellness Six Sense Resorts & Spas and legendary Regent International Hotels. However, it
still land for Technologies company in luxury market thanks to the rising interestlehnialsin ex-

clusive digital experiences. Innovation is one of the hardest challenge for tech company to come throug
especially with the problem of China replication mettioat can easy duplicate the new technologies
and most of the company already have the mainstream line of product, for instance, the iPhone mod

of 24K carat gold has the exact feature asatheninumiPhone.

When asked about their feelings towards peaptaring or using higbnd items or services, 42% of
answerers said that they regarded these people as Successful, followed by Fashionable and Trendy

well as Privileged. The brands can take advantage of high traffic on social media platforms to mak



already customers feel unique and proud when sharing their own peg:cWath roughly 70% express-

ing positive reaction towards luxury users, it partly proved the desire eEhidproducts or experiences

in the community. Thefore, visual content marketjncan be a good tool to increase the potential cli-
ent s6 mot buyirgtPartmarskips fwithrcelebrities and KOLs on Instagram or Facebook are
encouraged. The online marketing strategy became more persuading after getting the ressiiis from
veyeesof which 68% said they engaged the brand through social media when half of them found con:
nection from channels of celebrities and infl

websites.

10. How do you engage with luxury brands through digital channels?

50 responses

Brands’ website

Social media (Facebook,

34 (68%
Instagram, Twit... (68%)

Through channels of celebrities,
influe...

Blogs/ Fashion website

Not interaction

40

FIGUREDS. Interaction with luxury brands aigital platforms

As predicted, offline shopping remained a preferred option when it came to luxury products no matte
how techsavvy the millenials are.



8. What do you prefer?

50 responses

@ Buying in flagship store/ shopping
mall (brick-and-mortal retails)
@ Online shopping

FIGUREG. Rurchasing methods

Even when 80% of purchase is made at flagship store to experenpeotiuct on their hand, the cus-
tomer of luxury goods still research about the brand before coming britheandmortal retailerso

make order. With the trending of omehannel marketing that Burberry has mastered, the line between
offline experienceand online experience continues to be thinner. This trend of internet marketing and
behavior when purchasing luxury of customer will be discussed more in chapter 4 to chapter 6 of thi

research.

4. Why you invest in luxury products or experiences?
50 responses

Social status/ To impress

others
To treat yourself / Hedonism 34 (68%)

To set yourself apart /
Trendsetter
Possession

For higher quality or

. 33 (66%)
experiences

For aesthetic reasons 14 (28%)

Meaningless/ Not important



FIGURE7. Motivation before order making decision

Opposte to the social thought of show status which only 20% agrees with, to treat yourself is the mos
popularmotivationpushingcustomes making the purchase of the luxury gao®8%), follonedby the

higher quality or experience at 66% araine inthird is for aesthetic reasoriBhe response prove that
more and morelientsfocusand take care dhemselvesthus desire for a better life standardofpyain-

ing higher quality oexperiencef productwith more beautiful featus2

5. How often do you purchase a luxury product or experience?
50 responses

@® Regular

@ For gifts or special occasions
£ Occasional

@ Rarely

N

11. What is your opinion about brand preference while purchasing luxury products/
experiences?

50 responses

@ Buying regardless of the brand
@ Considering from a wide range of

brands
Narrowing from few preferred
brands

@ Brand loyalty / Purchasing from
only one brand

FIGURES. Buying frequency and brand loyalty of luxury customer

In the lasttwo questions of the Product Purchase Behavior, mostsgfonderstrarely or occasional
purchased the luxury product, which is 74% combined while only 10% purchased it reBusfact
is quite understandable since most millennials are only at the start of their career with quite basic incom

which is not sufficienfor their spending on luxury goods. On the other hand, young people show less



interest in higkend segment than the previous generation, therefore, in order to increase the revenue,
is advisabldor the firms toadopt the mainstream line of prodwsig asVersace and Gucdn addition,

the consumeralsoconsider from a wide range of brands to purchiaaeks tahe evolution of research

with Internet at 44%, while 30% of customer interested in a few preferred brands. This insight leads t
the need ofleveloping thdoyalty program and product uniqueness that can attract and maintain cus-

tomers.

What do you expect from a luxury brand?

50 responses

High-quality materials or

0,
production 46 (92%)

Authenticity

A story or message behind
the brand

Attractive advertisements or
Internet p...

19 (38%)

4 (8%)

Access to the purchase 3 (6%)

Excellent customer services

23 (46%
and after-s... (46%)

FIGURE9. Qustomer expectation toward the luxury purchase

In equivalent with the purchase effort of luxury brands, the custonesthdee much expectation to-
ward the luxury brands with 92% of respondent expects to haveghlity materials or production in
constrant with the price they paid for, the second most eeghetiaracteristits authenticitywith the
signature brand at 62% as well as excellent costservices and aftsales service at 46%. These ex-

pectatiors are true and very practical since all of the luxury prosiceie with the reallyigh price.

3.3 Recommendation forthe brandsto attract millennials

The first and foremost is focusing on social me@ampanieshould invest smartly to create attractive

contentsand creativeconceptson digital platforms Someone may argue that being active on social

would make luxurhousesappear less exclusive. Hower, the mass use of social media has persuaded



marketer ofigh-end brandshe power of social media to do brandingvémdscustomers. The social
contentsdo not stop athe quality and théenefits of products but about storytelliagwell It can be a
secret or fun fadbehind their brandandmessages they would like to convey tiemts through their
products Christian Louboutin is a successful case whvenking effectivelyon Instagram with nearly

13 million followers on ths platform. They have fawd out creative ways to say about their brands in
thischannelwels ui t ed t o showcasing | uxur y iesdanéd messages d
of unique red sole, fantasy and playfulnédse company also reach and connect their clients through
scacial media with campaign #LouboutinWorld: Any pictures posted by fans on Facebook, Twitter and
Instagranwith the hashtag #LouboutinWorld have the chance to make appearance on ttedgiad
flagship. Thesuccessf this social media campaign helped Christian Louboutmiton 6 F dNewdw e a r
Marketer of the Yedrin 2015. The attempt to join social media market required the agility and sensation
towards updated trends, the luxury brands not only need to be tidefatowers but also the trend
setters. However, it is crucial for higind companies to be wise and selective in order not to downgrade

their own brands and reputations as a common manufacturer.

Anotherfeaturea high-endbrand should not miss is catng the trend of influencer marketing. Accord-

ing to theGroup (2019)eport, the two top sources of information for purchasing luxury goodeeis

media and influencers. To utilize influencer marketing in the best way, brand teams need to understar
deeply about their customers, find the segment of influencers suitable for their consumers and understa
how to measure the performance of influencer marketing. Unfortunately, influencers sometimes acquir
fake followers to boost their credibilitin orde to avoid this brand team should dig deep to understand

the quality and the expected outcomes from potential influencers they choose.

The final is mobile firstdue to he number of people usimgobile frequently iEnormousand connue

to increase compared to RGers. eCommerce and brakdmorta stores used to be atlds but with
mobile marketing solutionsvhich reach custoers at every touchpoint, luxury houses bridge this
gap.While mobileis a touchstone in customer journey of luxshopping, a successful adaptation to
thelimitationsand capabilities of mobile marketing platform can become a big selling piaining a
mobile-friendly presence is an opportunity to attract young customér@soa challenge fothe mar-
keters since wealthy shoppers demand higjuadity features. Ineaturn, responsive desigrecreative
content,easy search engine, talorade interaction or app experiences are few of many expectations

thatahigh-end brand need to meet


http://www.mckinsey.com/industries/retail/our-insights/luxury-shopping-in-the-digital-age

4 LUXURY MARKETING AND INTERNET

This chapter distinguiskeéhetraditional marketing platform and digital marketing in order to figure out
the pros and cons of marketing on the Internet compared to traditional channels. Then the author appli

it into luxury marketing to give some recommendations.

4.1 Difference betweertraditional marketing and internet marketing

According toSchool (2019)traditional marketing incorporates many forms of advertising and market-
ing, including one of four categories: print, broadcast, direct mail, and teleptiutesinternet market-

ing is the way to do marketingn online platforms. According tBictionary (2019) this type of mar-

keting uses various online advertisements to drive traffic to an advertiser's website. Banner advertisi
ments, pay per click (PPC), and targeted email listasaralmethods used in Internet marketing to bring

the most valudor the compaies Internet marketing is a growing business mainly because more and

more people use tHaternetdaily.

As a result, there ia tremendous number ofientsmaking purchasdecisionghroughthe Internetlt

is evenapplied to the individuals who still purchase offline but frequently search information, reviews
in the Internet before and after choosing luxury prodldssg traditional marketing tools such as tel-
evision, radio or direct mail, the response rate twéen 0.5% and 2% on outbound messages. In other

words, if we get that message out to 1000 people, we can expect between 5 and 20 people to respont

The 4 Ps concepts provide clear information about the difference between traditional marketing an
internet marketing. The first P Rroduct. While consumers can see and touch products physically in the
case of conventional, customary and traditional marketing, it is impossible for consumers to do that ir
internet marketing. Regarding the fact that consuralerays prefer seeing a product physically before
purchasing something, this feature of internet marketing can be a barrier to consumers. They may
worry about the reahppearance anguality of products. However, online marketing with websites,
Facebook Instagram can offer a wider range of goods and services with full information compared to

physical stores



The second point Blace. With physical stores, any creative ideas about decoration, concept are appliec
in order to create a specific atmosphatteacting more consumers over competittrduxury world,

the flagship store isegardedas a temple. Beside ideal location in big cities, architectureim@ortant

factor these elite brands take into account carefilny luxury brands even teanp with renowned
architects to design the stores and offer a new level of shopping expefliase. boutiques are not

only the house of the brand, designers and the sophisticated products but also the example of premit
store design with the flawless coster servicesometimes ievenmight bethe symbol of the city. Louis
Vuittonds Island Maison in Singapore, Guerlain House on 68 Chditysees oBottegaVeneta store

in Tokyo are few examples. Moreovéte atmospherimside these stores very important for sales of

the goods andervicesAn organizedgshopwith creative design, catching coldight music and employ-
ee®standard outfiare the main differences between hagid brands and common outlétied up with

racks ofclothesand pop musidlt is the reason why famous brands like Channel, Gucci invest much on
their flagship stores in order taring the most comfortablieelings as well as exclusive and luxurious
experienceto their customers. Although intetmaarketing does not have the attraction of create a real
sensation to consumers, it can still attract target consumer by online materials like pitgtos, PR
campaignswebsiteand social mediaespecially with thebirth of Instagram, catching images has be-
come the key factor of welknown online businesses. In return, internet marketing has a great benefit
that no one can deninternet has supported businesses to be accessible at any time, regardless of ope
ings hours At the same time, a website could be reached more widely comparédidk-andmortal
concept Consumers caresearchabout the productand make an order at anytime from anywhere.
Internet has saved much time for consumers, especially in the modety schere a large group of

consumebpriorities are speed and ease



PICTURES. Bottega Veneta flagship store on the famGuwzaroad in Tokyo

The third P isPrice. The pricing of a product can be calculated on the cost of the process of getting the
product to the market. It is expected that internet marketing can save great cost for businesses. It is tr
when coming to the cost of renting a physical storeirgjgroducts and using free mode of communi-

cation like email. However, with the development of internet, most of brands appear to make every effor
in the Internet. Businesses have invested more on labor cost, advertising to compete with their compe

itors.

The final one iPromotions. With thedevelopment othe Internet, the information about promotion,

any messages from brands couldrégidly spreaihg just in a few seconds. This is a very important
factorin the competitive world of businesgsth information can be easily updattdm anywhere, an-
ytime. In addition to the speed, information via online marketing can be more detailed and long lasting
than via traditional marketing. The message in traditional marketing like advertisements airedron TV




























































