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1 – Introduction - The luxury market at a glance
In the last decade, the number of papers and books dealing with luxury – either expressly or as an ancillary topic – significantly increased following the exceptional growth experienced by the luxury industry from 1998 to the closing figures of 2012. The luxury industry encompasses companies producing and selling such goods as cars, yachts, wines and spirits, clothing, leather goods, shoes, accessories, watches, jewellery, cosmetics and perfumes, but also services including luxury hospitality and SPAs. Globally, such industry is estimated to reach €1 trillion in a matter of years (although it would be a blind bet to say exactly when, as the analysts’ reports are giving somehow different figures). While less than 2 decades ago, single-brand, family owned companies accounted for more than 50% of personal luxury goods sales, nowadays the industry is largely dominated by multi-brand, publicly owned groups (Bain, 2012).
In order to assess the current levels of global luxury spending, we compared quite a large number of estimations contained in reports and papers published by the most prominent worldwide analysts and consulting firms. Two of the most interesting ones are those by Bain & Co. (2012) and the Boston Consulting Group (Bellaiche et al., 2010). 
The breakdown of the estimates by Bain and BCG, along with an indication of the alignment between the two sets of data, is given in Table 1. Bain data refer to 2012, a year which proved very good, with an overall 10% growth over 2011 (Bain, 2012), and this should partially explain some of the differences. While Bain and BCG estimates are relatively aligned with one another, McKinsey’s statement that “China will account for about 20 percent, or RMB180 Billion, of global luxury sales in 2015,” implies a global luxury business of just €110B (Atsmon et al., 2011). Such a figure is so much smaller than every other estimate we could find anywhere else - even the most pessimistic one – we couldn’t but conclude that it is based on widely different assumptions and working hypotheses – which couldn’t be inferred from the publication. For this reason, we did not take into account McKinsey findings.
In the future Bain forecasts a growth rate between 4 to 6% per year in the years 2013-2015. Verdict Research (2010) forecasts a total growth of 50% in the period 2010-2015.
We shall conclude this brief overview of the luxury global market with some critical remarks.
Going back to the comparison in Table 1, as it is apparent that both estimates, although authoritative, are disregarding some categories, one could argue that the global luxury market is already exceeding €1T. At the same time, when divining those mind-dazzling figures, none of the analysts seem to really make a distinction between a luxury product from a sheer premium quality – or even a designer brand’s – one, let alone appreciating what luxury really is. Most of them reports, for instance, LVMH sales totalling more than €23B; but are all the brands of the group – and all the items in the product range – relevant for the luxury consumer? On the same page, Kapferer and Tabatoni (2010) classify the Swatch Group as the one with the largest gross margin in the luxury business (in FY2008). Quite remarkably, in their analysis, the authors consider the Swatch Group as a whole. Yet on the official website of the group, at the very beginning of the page dedicated to the brands and companies of the group, anyone can read that “Collectively, the Swatch Group’s nineteen watch brands address all segments of the market”, remarking that they have 2 brands in the “basic range” (Swatch and Flik Flak). Currently, everyone could buy a Flik Flak timepiece on Amazon for as low as €25. The fact that brands like Flik Flak are NOT luxury brands is definitely out of the question: so, market estimations should go into the detail of the single brand turnovers - and take care not to include such brands. 
Unfortunately, data by brands are seldom available - as remarked by Kapferer and Tabatoni (2008),  “LVMH rarely presents financial results by brand but by branch. As a consequence, one has to rely on insiders’ information to guess the profits of each brand”. But the fact that detailed data are not easily available does not justify the publication of grossly overestimated figures. We are of the opinion that much more light should be shed on the process of luxury sector figures estimation.
Finally, quite often, the publications mentioning the size of the luxury market are referring to Bain’s estimation. Moreover, most of the reports – quite surprisingly – are only indicating the personal luxury goods share of wallet (encompassing mainly garments, perfumes and cosmetics, accessories, watches and jewellery, tableware), disregarding, for instance, the not irrelevant portion of luxury services (eg. Luxury hospitality). The Luxury Guru Kapferer itself (Kapferer and Tabatoni, 2010) seems to follow somehow an inconsistent approach, mentioning the personal luxury goods figure (quoting Bain report) yet including the Pernot-Ricard group (patently in the Wine and Spirit category) in his analysis.

	CATEGORY
	BAIN & CO (Oct 2012)
	The BOSTON CONSULTING GROUP 
(Dec 2010)
	ESTIMATE RELIABILITY BASED ON DEPARTURE BETWEEN TWO ESTIMATES

	Luxury cars
	290
	250
	Reliable

	Personal luxury goods
of which:
	212
	230
	Reliable

	· Apparel
	53
	50
	Very Reliable

	· Perfumes and Cosmetics
	43
	30
	Quite Reliable

	· Leather goods (incl. shoes) and Accessories 
	45
	50
	Very Reliable

	· Hard-Luxury (Watches, Jewellery, pens, lighters)
	46
	100
	Totally Unreliable 
N.B.: Bain 2012 estimates apparently disregard pens and lighters, while they were explicitly included in previous years reports)

	· Tableware
	6
	N.A.
	N.A.
N.B.: in the breakdown Bain 2012 estimates apparently disregard Art de la table, which was explicitly included in previous years reports; nonetheless, in a previous 2012 report (Bain, 2012B), they estimate it to account for 3% of Personal Luxury Goods

	Luxury hospitality
	127
	270
	Totally unreliable

	Alcohol and food
of which:
	90
	50
	Unreliable

	· Wines and spirits
	51
	N.A.
	

	· Food
	38
	N.A.
	

	Home furniture and decorations
	18
	40 
	Reliable (BCG figure might include tableware)

	Technology
	N.A.
	100
	N.A.

	Other (e.g. Spas and Clubs)
	N.A.
	20
	N.A.

	Yachts
	7
	N.A.
	N.A.

	Total
	743
	960
	Overall figure quite reliable


Table 1 – comparison between Bain and BCG estimates (all data in B€)
The dazzling aura surrounding the luxury business continues to attract manufacturers, managers, investors and aspiring businessmen with the promise of high margins, although it is not clear that this market sector will continue to be golden. In addition to determining the reasons for the growth of this market and its sustainability, a key issue facing academic researchers and practitioners is establishing what the term luxury refers to. A substantial body of literature on the topic has struggled to define the concept.
Although this issue might seem trivial, people chosen at random would be likely to disagree regarding the concept of luxury. Some individuals might define luxury as referring to products containing precious materials, while others might associate the concept of luxury with the lifestyle of a privileged elite. Some might consider luxury to refer to any high-priced object, while others might perceive luxury as referring to any product that costs at least two or three times as much as a cheaper version. Some might concentrate on luxury goods; others might believe that the only true luxury is time. Some might associate the concept of luxury with positive feelings, while those who consider luxury to be unnecessary might perceive the word to have negative connotations. In addition, the perceived utility and cost of a product are not the only features that have been used to characterise a luxury product. A luxury product is also often intended both to display wealth and as a vehicle for self-expression. The motivation for purchasing luxury products, such as self-indulgence or status seeking, may also vary.
Furthermore, defining luxury is not merely a philosophical or academic exercise. In the wake of the market success of famous luxury fashion brands, self-proclaimed luxury companies are currently thriving worldwide. Both consumers and manufacturers should understand the phenomenon because the proliferation of luxury products and brands might undermine the concept of luxury:
· On the one hand, consumers confused by the use of the word luxury for a wide range of goods and services might progressively lose the ability to recognise the characteristics that justify the premium price of a luxury good or service, increasing the risk of dissatisfaction with the products they purchase; 
· On the other hand, manufacturers who have noticed that the return is much higher when premium prices are charged for slightly above-average products might be less motivated to engage in a quest for excellence, leading to a slow but steady decline in product quality.
The present paper has three goals: 
· The first and primary goal is to provide an overview of the literature defining “luxury” – this will be addressed in Section 3. 
· The second goal – addressed in Section 4 – is to suggest that luxury goods be distinguished from other goods through the presence of Critical Success Factors (CSF) and to identify different dimensions of luxury. 
· Finally, by acknowledging the subjective nature of the concept, Section 5 provides a useful approach toward clarifying the personal perception of luxury. It is important to highlight that section 5 does not aim at providing a normative classification of luxury consumers’ profiles; rather, the goal is to introduce a classification scheme that would allow to identify, frame and analyse different clusters of luxury consumers.
Before addressing these three goals, the next Section 2 will briefly describe the historical understanding of luxury from classical times to the advent of the modern luxury industry.
2 – A brief history of the concept of luxury consumption goods
The concept of luxury has its roots in history. In the great civilisations of the ancient world, luxury goods were always associated with wealth, exclusivity and power, as well as the satisfaction of non-basic necessities. In ancient Greece, the habit of indulging in luxury () was regarded as a threat to society because it was held that excessive pleasure would shift citizens’ attention from the polis to private life. Until the fall of the Empire, the Romans assigned an ambiguous, potentially negative meaning to the word luxury. According to the Oxford Latin Dictionary, the term “luxury” comes from the Latin “luxus”, which means “soft or extravagant living, sumptuousness, opulence”, and shares a root with the term “luxuria”, which means “excess, lasciviousness, negative self-indulgence” (Dubois et al., 2005).
In the following centuries, the concept of luxury was rehabilitated, and the term tended to be associated with the Latin root “lux”, which means “light”, and to refer to precious objects (typically gold and gems) that were fashioned for kings, princes or church dignitaries. However, until the fourteenth century, the concept of luxury still had negative connotations among the common people. In Europe, it was only with the emergence of the bourgeoisie that the idea of luxury was associated with “sumptuous surroundings” that made life more comfortable. Europe’s royal courts set the standards for lavish living. In 10 years, Josephine Bonaparte managed to spend on clothing approximately half of the $15 million that France acquired through the sale of the 500 million acre Louisiana territory to the US in 1803 (Thomas, 2007).
The transformation of luxury into precious objects and lavish living was necessary to open the realm of luxury to any social class. Finally, the second industrial revolution at the end of the nineteenth century gave the concept of luxury the modern meaning of the “habit of indulgence in what is choice or costly” or “something enjoyable or comfortable beyond the necessities of life”. Of course, this transformation contributed to the different interpretations of the concept of luxury, such as status symbol, personal indulgence, and leisure time, among others (Okonkwo, 2007).
The modern industry of luxury goods had its origins in nineteenth century Europe. In the wake of the industrial revolution, some entrepreneurs established companies to intentionally create exceptional products for the lifestyle of the social elite of the time. Before this period, luxury goods were produced by hand by local craftsmen and were primarily sold on the local market. Because modern industries required relatively high volumes and the potential for local growth was limited, these companies had to expand sales outside their country of origin to reach a larger customer base, establishing the basis for present-day global luxury companies (Antoni et al., 2004).
The growth of business in the twentieth century broadened the customer base, and the reputation for exceptional quality transformed well-established brands. Initially, manufactured products attained the status of "luxury goods" due to their superior quality, durability, performance or design. Today, the image of the brand has become one of the most relevant aspects for effective positioning in the luxury market, and emotional factors have acquired increased importance. Currently, customers want goods that feature reliable performance, high quality and faultless precision but simultaneously wish to be emotionally immersed in a memorable shopping experience.
A number of trends that emerged in the 1970s – a boom in travelling, an expansion of the range of luxury products, and growth in distribution networks –shaped the luxury industry. The 1980s saw an increased public exposure to luxury brands. Although the luxury market was a niche market with very limited access prior to the second half of the twentieth century, a trend towards “massification” has been observed in recent years with a growth in demand, an expansion from the traditional European and US markets to emerging markets, and an extension of the product range towards more accessible mass-luxury or accessible-luxury items (Lallement, 1999; Catry, 2003; Silverstein and Fiske, 2003; Dalton, 2005). Some authors (Letzelter, 1996; Nueno and Quelch 1998) describe the emergence of new categories of consumers and new conceptualisations of luxury products (e.g., the distinction between luxury as a vehicle for personal satisfaction or as a means to achieve social status) as the democratisation of luxury.
3 – Defining Luxury
The historical review of how the idea of luxury has been transformed over time reveals how its multifaceted nature makes it difficult to establish a clear definition based solely on the research literature.
Experts’ definitions
Most authors agree that luxury doesn’t actually refer to a specific category of products but rather indicates a conceptual and symbolic dimension, which is strongly identified with the cultural values of the society of a particular historical period. The ambiguity of the term “luxury” immediately becomes apparent when seeking a definition from “experts” in this field: “Luxury is what makes life more comfortable, more enjoyable, more fulfilling” (Pam Danziger, consultant); “Luxury is first of all everything that makes life easy” (Tom Ford, stylist); “Luxury is creating a safe and pleasurable public oasis” (Norman Foster, architect); “For our customers the ultimate luxury is defined by exclusivity and customization” (Giorgio Armani, head and founder of the Armani group); “Luxury is about the absence of vulgarity” (Coco Chanel, fashion designer and cultural icon); “Luxury is promising and maintaining the brand experience” (Silverstein and Fiske, 2003). Practitioners as well as researchers have been unable to agree on an unambiguous definition of the term luxury.
Academic definitions
Most studies in the research literature do not differentiate between the terms “prestige”, “status”, and “luxury” (Dubois and Czellar, 2002), although the first two terms display different nuances of meaning for consumers (Dubois and Czellar, 2002; Dubois et al., 2001). Some researchers have investigated luxury as a property of brands and have described it using vague terms such as “dream value” (Dubois and Paternault, 1995) or “aura” (Bjorkman, 2002). Finally, a few studies have differentiated between the concept of “luxury” and the luxury product or service. For instance, researchers such as Dubois and Czellar (2002) have focused on what the concept of luxury means to consumers (e.g., “luxury for me is having more leisure time in the day”); other researchers (e.g., Vigneron and Johnson, 1999) have examined the meaning of luxury in the marketing context (e.g., what differentiates a luxury product from a high quality product). An additional confusion is whether the term “luxury” primarily refers to a product or to a brand.
To avoid these ambiguities, some authors have chosen to focus on the primary characteristics of luxury brands and products in the current market rather than to determine how to define luxury or whether luxury refers to products or to brands.
What makes certain goods “luxury” goods?
Veblen was the first to note that luxury goods are not consumed for their intrinsic value but to impress others and signal wealth and conspicuous consumption (1899, cited in Piccione and Rubinstein, 2008). According to Ng (1987), luxury goods are defined by their relative price and “are valued because they are costly”. In contrast, Prendergast et al. (2000) observe that luxury cannot be defined solely in terms of higher price, and Dubois and Czellar (2002) note that expensive products may not necessarily be viewed as luxuries. For luxury goods, perceived high cost – in absolute or relative terms – is a necessary but not sufficient condition. In addition to high price, luxury brands feature excellent quality and specialised distribution channels (Kapferer, 2001; Vigneron and Johnson, 1999).
From a subjective point of view, the term luxury might refer to “things you have that I think you shouldn’t have” (Twitchell, 2003). Most luxury products are also associated with a strong brand name and logo, as well as a tradition of craftsmanship and high performance (Quelch, 1987). Phau and Prendergast (2000) stress the role of the brand in evoking exclusivity; in their view, current luxury products have a well known brand identity, enjoy high brand awareness and perceived quality, and maintain customer loyalty and sales levels. Hence, luxury objects should be recognisable, stimulate an emotional consumer response, and become incorporated into the customer’s lifestyle.
Reddy and Terblanche (2005) divide luxury brands into two categories: those that primarily have symbolic value for the customer and are valued more for the associated lifestyle than for functionality (e.g., Louis Vuitton), and those that primarily have value due to their technical features (e.g., the world-class performance of Porsche vehicles). Despite the increasing use of branding to convey luxury status, luxury is not only based on the brand’s symbolism. Perceived value – through quality of design, materials, and manufacture – is another key component of the luxury goods equation. The product must speak for itself; for example, if someone presents you with a €100 towel, it must be clear why it is a €100 towel (Hanna, 2004).
Another important feature is the prestige associated with the brand and its uniqueness or exclusivity (O’Cass and Frost, 2002; Kapferer, 2001). Wetlaufer (2001) states that a luxury brand is timeless, modern, fast growing, and highly profitable (although a premium price is also implied). As the balance between these four characteristics is difficult to achieve, luxury brands exist in a highly exclusive market niche that is driven by unique marketing phenomena (Beverland, 2004), which suggests why uniqueness and exclusivity are relevant. Furthermore, this suggests that specific management approaches for luxury businesses are worth developing in departments other than marketing.
Antoni et al. (2004) suggest that success in the luxury market is primarily related to:
· Excellence: for the consumer, the feature most strongly associated with luxury is the superior quality of the product and associated services, which is essential to justify the premium paid by consumers;
· Brand aura: for the consumer, continued excellence over time allows the brand to acquire a strong reputation and maintain a first class position. To achieve luxury status, brands need to have a strong, legitimate and identifiable aura;
· Desirability: luxury goods companies must create and maintain desirability. One feature of desirability is a strong aesthetic appeal that is modern but related to traditional values; another feature is high price, which strengthens the product’s social status. The product’s rarity and uniqueness also increase desirability.
Luxury is highly influenced by individual perception, and individuals’ definitions depend upon what they value (Hanna, 2004). However, it is possible to identify some common elements that are identified by various authors. Combining these elements provides a set of Critical Success Factors (CSF) that characterise luxury products and drive competition in the luxury market. Market experts (e.g., Altagamma, 2008) agree that, due to the lack of  because it is not possible to provide an operational definition of luxury, the best option is to identify a set of product features that luxury companies view as desirable.
4 - The Critical Success Factors of luxury
The above comprehensive analysis of the literature on “luxury” indicates that companies can pursue a luxury positioning for their brands and products (and apply the appropriate premium price) by cultivating the following CSF:
· Consistently delivering premium quality in all the products in the line and along the whole Supply Chain (SC), both through superior material quality and conformity to product specifications (Kapferer, 2001; Vigneron and Johnson, 1999; Nueno and Quelch, 1998; Antoni et al., 2004; Hanna, 2004; Altagamma, 2008);
· A heritage of craftsmanship, which ensures the necessary expertise for manufacturing high quality objects (Catry, 2003; Antoni et al., 2004; Hanna, 2004);
· Exclusivity obtained through the use of naturally scarce materials, limited editions, limited production runs, selective distribution and the creation of waiting lists (Kapferer, 2001; Vigneron and Johnson, 1999; Phau and Prendergast, 2000; O’ Cass and Frost, 2002; Catry, 2003; Hanna, 2004);
· A marketing approach that combines product excellence with emotional appeal; for instance, an appealing product display provides customers with an enhanced shopping experience, and the atmosphere at the point of sale reflects the values associated with the brand (Catry, 2003; Moore et al., 2004; Danziger, 2006);
· The global reputation of the brand, which conveys the idea of world-class excellence (Nueno and Quelch, 1998; Phau and Prendergast, 2000; O’Cass and Frost, 2002; Antoni et al., 2004);
· A recognisable style and design, which means that consumers don’t need to see the label to recognise the brand in some cases. For the luxury goods market, tangible features are insufficient. Customers must also respond to the product emotionally due to the product design and aesthetic (Catry, 2003; Hanna, 2004);
· An association with a country of origin that has an especially strong reputation as a source of excellence for a certain product category, such as Champagne from France (Nueno and Quelch, 1998; Catry, 2003; Okonkwo, 2007);
· Elements that establish uniqueness, such as minor imperfections in hand-blown crystal vases (Nueno and Quelch, 1998; Lamming et al., 2000; Catry, 2003);
· Superior technical performance for brands based on technical expertise, such as sports cars. Best-in-class technical performance appeals to customers emotionally and allows them to distinguish luxury products from ordinary ones. For this product feature, continuous innovation can sustain product positioning (Catry, 2003; Reddy and Terblanche, 2005);
· The creation of a lifestyle that allows the customer to share in a unique lifestyle, which can be recreated in everyday life by possessing the luxury product (Nueno and Quelch, 1998; Phau and Prendergast, 2000; Reddy and Terblanche, 2005).
It is not necessary for a luxury product to exhibit the entire set of CSF. In the literature, exclusivity seems to be the aspect that is mentioned most frequently, which suggests that this factor is common to all luxury products (Catry, 2003). With regard to the other CSFs, the brand, emotional appeal, style and design aspects tend to be emphasised more often than quality or performance for fashion goods; the opposite is true for sports cars. A typical luxury marketing strategy might leverage four or five of these factors. Consequently, depending on which factors predominate, a luxury product or brand might be categorised as a technological or an emotional luxury (Reddy and Terblanche, 2005; Brun et al., 2006).
The modern oxymoron of accessible luxury
Historically, the term “luxury” has been applied to items that were both rare and available only to a privileged few (Nueno and Quelch, 1998). Scarcity was initially inherent in the goods or the manufacturing process, but over time, the production and diffusion of luxury items was often associated with an artificially created scarcity (e.g., monopolising raw materials) or by sumptuary laws. During the Industrial Revolution, wealth was distributed among more individuals, and luxury became much more attainable. At the same time, modern manufacturing methods made it more difficult to claim intrinsic or natural scarcity. As a result, since the nineteenth century, the democratisation of luxury has occurred at such a rapid pace that luxury itself has been constantly redefined. Goods and services once available only to an elite became available to everyone. For instance, indoor plumbing, which was regarded as a luxury a century ago, is a normal feature of every house (Hauck and Stanforth, 2007). This process has resulted in the appearance and diffusion of accessible luxury products (Okonkwo, 2007; Thomas, 2007). 
The democratisation of luxury
The democratisation process initially took place primarily in the fashion-apparel industry, but other sectors soon followed suit. The luxury fashion industry experienced a paradigmatic transformation from tailor-made clothes to ready-to-wear haute couture to the current availability of industrially manufactured ready-to-wear apparel (Crane, 1997). This metamorphosis illustrates the conversion from extremely exclusive products to less expensive and non-rare ones. A similar development also took place for other industrial sectors competing on the luxury market, such as leather goods, shoes, furniture, watches, cosmetics, cars, yachts, food and services. Currently, especially in mature luxury markets such as Europe and the US, middle-class households with burgeoning incomes have begun to shop for brands that were previously regarded as out of reach (Catry, 2003). The most recent trend includes low-income individuals for whom the possession of a luxury-labelled product represents a status experience. Som (2005) notes the trend towards the rationalisation of prices in the luxury market in which new luxury products are marketed to affluent and near-affluent consumers as a way to enhance their social status. In contrast, super-affluent consumers do not view new luxury products as valuable because they seek products with exceptional and unique features. Guyon (2004) states that currently luxury is often a “look-what-I-can-afford” status symbol and that the success of some luxury products is based on the presumed envy of consumers who cannot afford the product. From this perspective, the accessible luxury category includes relatively low-priced versions of exclusive and expensive goods, which can be regarded as envy leader products.
The phenomenon described above does not simply describe the commoditisation of initially rare goods. Rather, it illustrates the application of the “luxury” label to goods that could not have claimed that status earlier. In particular, both academics and practitioners who have discussed accessible luxury (Dalton, 2005) have classified levels of luxury goods based on their degree of luxury. Some have proposed that the broader term “luxury” be separated into different categories and have also indicated the different CSFs associated with these categories:
· Fernie et al. (1997) observe that most of the companies in the luxury fashion business manufacture and sell diffusion lines in addition to their exclusive haute couture products. These are lower in price and available in relatively large volumes to reach a wider segment of consumers and introduce them to a lifestyle associated with the brand;
· Beverland (2004) divides the entire market for a type of product into four classes: the mass or bulk level, the premium level, the super-premium level, and the icon level, with increasing exclusivity as a CSF;
· Dubois and Czellar (2002) note that exclusivity and desirability increase from prestige brands, which are characterised by high quality or performance, to luxury brands, which additionally include perceived comfort, beauty and refinement;
· Catry (2003) separates the luxury market into exclusive goods and accessible lines. Exclusive goods rely on rarity due to natural shortages of materials and manufacturing capacity, limited editions or artificially maintained rarity, while in accessible lines, rarity is information based and achieved through selective distribution, exclusive shopping atmosphere, price, provenance from heritage centres, packaging, and the combination of two brands;
· Silverstein and Fiske (2003) identify a new luxury category in which consumers are less interested in the product itself and more interested in the image associated with the brand. New luxury refers to goods that are not necessarily rare or manufactured in low volume; these goods acquire the luxury label due to design, additional services or the aura created by the brand. The emergence of “accessible luxury” products is due in part to the tendency to trade up that currently characterises consumption habits.
Forms of the new luxury
Heritage and prestige have always been the hallmarks of many luxury brands. Because some luxury brands are hundreds of years old, the enduring quality of a particular luxury good can be part of its appeal, and this is especially true for the traditional view of luxury. However, some consumers – particularly those who are young and fashion-conscious – prefer a product with a fresh and unusual look and an exclusive aura rather than actual rarity (Hanna, 2004). To attract this category of consumer, the brand image – focused on a label, a logo or a symbol – is crucial. This is the idea behind accessible luxury (or new luxury) as opposed to old luxury (or traditional luxury), which targets elite consumers and relies on product authenticity based on precious materials, heritage, craftsmanship, and natural rarity. Instead, new luxury targets the upper middle market, is positioned at a lower price, and includes three types of products (Silverstein and Fiske, 2003):
· Accessible super-premium goods: products that are priced at near the top of their category that middle-market consumers can afford;
· Old luxury brand extensions: lower priced versions of goods that traditionally only the wealthy could afford;
· Masstige (merging mass with prestige): premium products midway between mass-produced and first class, which are well below the highest priced goods in their category.
Dalton (2005) notes the trade-off between exclusivity and availability because exclusivity is essential for true luxury, while accessible luxury goods must be widely available.
D’Arpizio (2007) proposes a classification of luxury brands with three levels of luxury, observing that different performance is achieved in different markets. These are consolidated by the Fashion and Luxury insight of Bain & Altagamma:
· Absolute luxury brands that are characterised by elitism, heritage and uniqueness (e.g., Harry Winston, Hermes). This segment includes the brands historically associated with luxury and manufacturers of precious products that traditionally drove the market. Indeed, before the crisis, these brands dominated one of the most important luxury markets – Japan – with a growth rate of up to 3% annually;
· Aspirational luxury brands that achieve their status by being recognisable and distinctive, which are represented by such brands as Gucci and Louis Vuitton. These brands exhibited the largest rate of luxury goods growth in the US, exhibiting a peak annual growth of 11% from 2005 to 2006;
· Accessible luxury brands, which are more affordable than their aspirational “relatives”. Consumers purchase brands such as Coach and Hugo Boss to own a status symbol. This category is largely purchased by middle-class households in Europe and the US but also exhibited a growth rate of 22% in Asia-Pacific (excluding Japan), which was nearly two and a half times greater than the global average for accessible luxury sales growth. This suggests that sales growth in the Asia-Pacific region is driven by the high degree of entry-level access to luxury goods[footnoteRef:1]. [1:  Many Western luxury companies confront difficulties in entering Asian markets because the perception of luxury in these countries seems to differ considerably from Western attitudes. However, this topic is beyond the scope of the present paper.] 

5 - Different perceptions of luxury: the consumer’s profile
Research aim and methodology
As luxury goods are extremely desirable, their value is generally considered to be extremely high. However, this value incorporates a subjective component. For instance, what is the value of strolling in a beautiful hidden garden? When the issue of value is restricted to marketable luxuries rather than the absolute brands that are often referred to as true luxury, experts disagree with regard to whether aspirational and accessible brands have luxury status or whether these categories merely serve as advertising ploys to foster sales. Furthermore, a luxury good is not just a function of the product’s material content. Another contemporary trend in the luxury market focuses on less tangible aspects such as packaging, shopping atmosphere, sales assistance, services, and purchase-related events to satisfy consumers seeking luxury experiences rather than simply luxury products.
From this perspective, notwithstanding our endeavours to frame all possible definitions of Luxury, empirical evidences suggest the following Working Hypothesis:
HP1: “what luxury is” depends on the individual. 
Beyond marketing, personal opinion and personal feeling reign supreme, so that:
· From the manufacturer’s perspective, it is important to determine the consumer attitude to respond with the right offering or to select the optimal methods for attracting more customers to the company’s products;
· From the consumer’s perspective, personal inclination should be the primary motivation because awareness of personal preferences is needed to select the most satisfying products.
As a consequence of HP1, a framework or classification models defining the position of a certain luxury good or brand in a “static way” might fail to grasp an important point: the classification of the luxury good might vary depending on the consumer’s standpoint.
For this reason, we developed and will introduce presently a framework to classify a consumer’s profile, in terms of relative importance given to the various Critical Success Factors.
The framework has been adopted in a number of experiments, aimed at: (1) proving that perceived value is not the same for every consumer, this on turn implying that the desirability of a certain luxury good or service depends of the fit between the good characteristics and the consumer’s profile; (2) building a sample (certainly not exhaustive) set of consumers profiles; and (3) showing how such profiles could be represented using an array of CSFs.
In particular, in the following, two of the experiments will be described:
1. defining the value of a luxury experience;
2. identifying the “Hot Buttons”, leading to a luxury purchase.
The above-mentioned experiments were conducted in around a dozen classes of International MBA students, over the past six years. 
Due to the exploratory nature of our research, we selected a research methodology combining the advantages of surveys (questionnaire for registering synthetic information, data readable through frequency analysis) with those of case studies (depth insight, allowing the assessment of cause-effect relationships, no claim for statistical significance): hence, the decision was to adopt the described experiment inspired by the case-survey methodology (Larsson and Lubatkin, 2001), which proves appropriate when aiming at identifying possible links between some variables (either qualitative or quantitative) whose values are collected within a target population. Indeed, this methodology uses both techniques derived from surveys (e.g.: ad hoc questionnaires with closed questions) along with in depth examinations typical of case studies (e.g.: information collected through semi-structured interviews), allowing catching the reasons beyond the observed data (Yin, 2004). Case-study methodology offers an intermediate information granularity level between a limited number of in depth case studies (Eisenhardt, 1989) and a sample size large enough to give statistical significance. 
Our experiments were not followed by structured statistical analysis – such as Cluster Analysis or Factor Analysis – although further development might include a larger data-set and such kind of statistical analysis.
The shift towards the luxury experience
Danziger (2006) reports that on average, luxury-consuming households spent nearly twice as much on luxury experiences from 2004 ($11,632) to 2005 ($22,746). Beyond the surprising fact that this type of expenditure doubled over the course of a single year, the association of the word “luxury” with the word “experience” is also worth noting because it reflects further growth of the luxury market segment. For instance, a 20-year-old student entering Cartier’s flagship store in Paris on the rue de la Paix might enjoy a luxury experience despite the inability to purchase any of the luxury products displayed because the aspiration towards luxury could be satisfied by examining and trying on the marvellous jewellery as well as by the fantasy of someday owning it.
However, the concept of a luxury experience does not only include intangible aspects or personal perceptions and feelings. Luxury consumers in mature markets simultaneously display a tendency to trade up to higher expenditures and to shift time and money towards intellectual and cultural pursuits in which barriers are due to a lack of knowledge rather than cost. Also, some mature luxury consumers exhibit wealth not through extravagant purchases but through ethical and philanthropic gestures that tend to be low-key and inconspicuous.
The experiment conducted to assess the value of luxury experiences in a consumer’s mind simply consisted in asking to the respondents (1) how they would value a product or experience (in a qualitative way); (2) how much they would be willing to pay – if they were affluent enough – to obtain a product or experience (naming a dollar based figure); and (3) how they would order their preferences regarding products or experiences. The experiment analysed the following list of products and experiences (respondents were provided with further details, including brand names, description of the model, and photos of the product or setting):
· Being one of the few guests of a dinner in a world-renowned museum (when the museum’s doors are closed to visitors) while surrounded by incredible masterpieces;
· Drinking a bottle of a favourite Italian wine, which possesses a brilliant garnet colour and an intense, persistent, full and ineffable bouquet and is produced in an area with a controlled designation of origin;
· A limited edition, ebony-and-ivory fountain-pen with inlays made with genuine mammoth ivory, found in Siberia and carved by the grand master of the guild of ivory carvers in Odenwald;
· Wearing a pair of designer shoes;
· Wearing a limited edition pair of designer shoes that was inspired by an iconic actress;
· Wearing a pair of hand-made, made-to-measure designer shoes, customised to one’s personal taste;
· A weeklong holiday in a first class hotel run by a fashion luxury maison in its inimitable style;
· Putting a wonderful diamond ring on the hand of one’s fiancée;
· Putting a wonderful branded of diamond ring on the hand of one’s fiancée;
· Swimming in Uncle Scrooge’s gold swimming pool;
· Relaxing in the latest model of chromo-therapy Jacuzzi;
· driving a handmade sport-car built with traditional coach making techniques - the body is built of steel and aluminium around a beautifully crafted ash frame. 
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Figure 1: Images of potentially appealing luxury products that might make the personal perception of luxury explicit

The experiment allowed to demonstrate that the monetary value associated with an item is subjective and varies from person to person. Furthermore, it is not uncommon for the value an individual places on a particular object to be above or below its actual market price. For instance, one of the women who participated in one of the mentioned discussion groups was astonished to learn that she could dine in her city’s most famous art museum for only €35; she never inquired about the price because she assumed it to be unaffordable.
In addition, the order of preference might vary as a function of individual characteristics, such as age, sex, hobbies, and income level. Also, the value associated with each item might vary depending on whether the purchase was intended as a gift or self-indulgence. Each individual’s personality, purchasing ability and explicit preferences would determine which items would be valued and perceived as luxury items that would actually provide satisfaction.
Far from representing a rigorous methodology for classifying luxury consumers’ profiles, such experiment surely demonstrates that the perception of luxury is not objective, not only when comparing two different products or brands claiming for a luxury positioning but neither when proposing the same luxury product/brand to the evaluation of different people, even within a relatively homogeneous group.
Different motivations for the purchase of different luxury products
A more detailed investigation of individual differences in the perception of luxury employing Critical Success Factors might clarify the motivations that lead different people to be attracted to different luxury products.
Products on the luxury market that are characterised by different combinations of CSFs provide different sets of emotional cues – hot buttons – that appeal to target consumers. Only the consumers who are sensitive to these emotional cues will find it attractive. Although only a few CSFs have been identified, they might be associated with a virtually limitless number of luxury consumer profiles.
Thus, a second experiment was run in order to empirically establish the existence of many different consumer profiles, each corresponding to a different combination of luxury CSFs. Participants were asked to evaluate four different luxury products: an elegantly packaged container of Iranian beluga caviar; a Gucci monogrammed canvas bag; a Bang & Olufsen CD player; and a Leo Cut diamond bracelet.
All respondents were explicitly interested in the luxury market; yet group members were heterogeneous with respect to nationality, age, sex, and professional background. Respondents were given pictures of the four selected products, along with a detailed list of information, such as the history of the brand, item price, where the product could be purchased, etc. They were asked to determine the relevance of each CSF to each product, which was rated on a 4-point Likert scale that ranged from 1 (this CSF is not targeted by this product) to 4 (this CSF is fundamental to this product). The fundamental research question was to identify the CSF factors that made a particular product attractive to individuals interested in purchasing it. Respondents’ consensus evaluation of each product at the conclusion of the discussion provided the product profiles that are presented in Figure 2.
The different group evaluations were averaged to smooth out minor variations, and the results are described in the following paragraphs. Although the presence of diverging opinions between respondents confirms the role of subjectivity for the concept of luxury, some recurring patterns are emerging.
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Figure 2: The format for data collection
For each product, the group checked the box corresponding to the agreed upon evaluation for each CSF. The CSF profile was obtained by connecting each checkmark with a line. In addition to the profiles, discussion comments that provided the rationale underlying the evaluation were also provided.
Because information about the evaluated products is widely available, the experiment could be replicated, and the new evaluations obtained could be compared with the results presented in Figure 3 to determine whether the reasoning that produced these profiles would be confirmed.
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Figure 3: The product profiles that emerged from group discussions
For instance, the differences between the target customers of Iranian caviar and the target customers of the Gucci women’s bag are manifest.
For the former, the most relevant motivation for purchasing a box of caviar is the caviar’s quality, which is assured due to the producer’s long and successful experience in beluga breeding and Iran’s reputation as a source of excellent caviar. The product’s exclusivity does not motivate this type of consumer because eating caviar does not involve a social display for a connoisseur; however, if the food were not excellent, the purchase would not be repeated. For this type of customer, exclusivity might provide an intellectual pleasure, but caviar of that high quality would continue to be purchased even if it were readily available, sold at the supermarket and priced similarly to tuna fish.
In contrast, the consumer who desires the branded season’s in-demand bag is not primarily attracted by the high quality of the product. Although she would undoubtedly complain if the quality were unsatisfactory, product quality is not the fundamental factor motivating the choice of that specific bag rather than another bag or another brand. Adopting Herzberg’s theory of motivation (Herzberg, 1959), product quality is a dissatisfier or a hygiene factor for this product. For fashion-conscious consumers, the most relevant motivation for a purchase is the combined emotional appeal of owning the latest fashion accessory of the season and being admired for the accessory’s style, which requires that the brand be immediately recognisable. It does not matter if the bag is not unique because this consumer wishes to own the same item that is proudly carried by other fashion-conscious women.
The CD player activates different customer hot buttons. For this type of consumer, the high sound quality that is ensured by the innovative technical specifications of the audio device is essential. However, because the player’s chassis must also be visually attractive, complete satisfaction is only achieved when the high quality CD player is also beautifully designed. Only then will this consumer be willing to pay a premium price for the product. Other elements that enhance the value of the product include the brand’s reputation among technology buffs, the product’s exclusivity and the extent to which the product is the type of object that friends might admire. In contrast, customers purchasing this product would probably not know where the product was manufactured.
A Leo Cut is a patented diamond cut with 68 facets instead of the 58 facets found in a traditional brilliant. Because the prospective customer of a Leo Cut diamond is not a parvenu with regard to jewellery, the high quality of the stones is mandatory and ensured by the heritage of Leo Cut sightholders, even though this is not its most distinguishing feature. Although many large diamonds are of excellent clarity and purity, the unique cut and accompanying certification signal a high level of exclusivity that only connoisseurs recognise. It does not matter if the bracelet is not displayed in the windows of a name brand store because those who desire an elegant lifestyle appreciate its value.
Because the product profiles described above were based on extensive group discussions, the nuances and different perspectives that emerged are too detailed to report here. However, these examples support the existence of different types of luxury consumers and provide a starting point for further discussions of the motivations underlying different luxury purchases.
In addition, the differences described above do not imply that the same person will not buy both Iranian caviar and the Gucci bag. However, the individual would be likely to buy the two objects to satisfy two different types of luxury desires.
The experiment’s results suggest that the number of possible product profiles and motivations are almost limitless, which is consistent with the complexity of the concept of luxury. Moreover, it is impossible to generalise about “luxury consumers” except at a very superficial level because each consumer has a unique perspective and motivation. This finding is relevant both for consumers and companies. The former should identify their own luxury profile so that they can select the products that will provide them with the most satisfaction. Otherwise, they run the risk of being led by the market to purchase something that might be wonderful – for someone else. The latter should realise that because they cannot attract every customer, they should choose their market segment based on the CSFs that are fundamental to the product; otherwise, they run the risk of diluting the product’s identity and appeal.
Different customer profiles reflect different attitudes towards luxury 
The examples analysed in the previous section reveal that the set of luxury CSFs derived from the literature could be used to identify factors that motivate the purchase of a particular luxury product regardless of the customer profile.
However, luxury consumers can also be classified using a limited number of categories that are based on the three basic motivations that create the desire for a luxury product. 
In particular, we suggest to classify luxury consumers profile adopting a two-dimensional scheme, where one dimension qualifies how the value is incorporated into the luxury object (tangible vs intangible aspects) and the second focusing on the social impact of luxury consumption.
Such a classification scheme is rooted both in the empirical observations (we observed three main types of motives behind luxury purchases and consumptions) and in the literature dealing with luxury brands (e.g.: Reddy and Terblanche, 2005, for the technical-symbolic dichotomy; Dubois and Czellar, 2002, as regards the social value). 
Our model was first introduced in a paper in 2006 (Brun et al., 2006), to classify luxury companies. In its original form, the model encompassed the vector of CSFs and the technical-symbolic dichotomy; yet, being the focus the company and the product, not the consumer, it did not take into account the social dimension. As the research project progressed, the focus of the research was extended to encompass the consumers standpoint. For this reason, the social dimension was added (Brun et al., 2008). It is indeed interesting to notice that the model presents several common points with other classification schemes such as Kapferer and Bastien (2009) and Han et al. (2010), especially with respect to the social dimension of luxury consumption. The fact that similar models have been devised and developed in the same years confirms the lack (and need) of a structured knowledge of the luxury market; in addition, the presence of common contents shared by different (and independently developed) models provides an initial confirmation of their validity as a tool for analysing luxury market and consumers.
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Figure 4: The three types of motivation underlying a desire for luxury
Axis 1: Tangible versus Intangible
The CSFs identified in previous sections can be divided into two groups, based on the extent to which they focus on tangible or intangible aspects of a luxury product:
· Tangible aspects primarily involve product excellence, which might be based on premium quality, a heritage of craftsmanship, natural exclusivity due to the uniqueness of the product materials, original design, association with a country of origin, and outstanding technical performance;
· Intangible aspects primarily involve the creation of an emotional appeal, establishing and maintaining the reputation of the brand, artificially maintained exclusivity, the emotional response to a recognisable style and participation in the lifestyle associated with a particular brand.
CSFs that target tangible aspects are associated with old luxury or the absolute luxury identified in the Altagamma pyramid. The elements that produce these CSFs typically cannot be reproduced without substantial resources, people, and time, and sometimes they are impossible to reproduce. In contrast, CSFs that target intangible aspects are the basis for new luxury and accessible luxury products. These CSFs appear to be more portable easier to reproduce, and do not demand the significant effort required by tangible aspects.
As a result, luxury consumers appear to exhibit one of two profiles. On the one hand, there seem to be the more affluent and sophisticated consumers who demand and have the wherewithal for material luxury; on the other hand, there seem to be those who do not require material excellence but only aspire to the emotions and accessories associated with a luxury lifestyle. However, this view is too simplistic. Media observation of the shopping habits of celebrities, who purchase both old and new luxury products and accessories, indicates that any distinction based only on affluence is unsatisfactory.
The division between the tangible material content of the product and the intangible form of a product’s appeal is only the first step towards establishing a comprehensive categorisation of luxury consumers. Further analysis is needed.
Axis 2: The social dimension of luxury consumption
Throughout history, luxury has always been socially valued, both in a negative and positive way. In ancient Greece and Rome, indulgence in luxury was so attractive and such a powerful social influence that it was viewed as undermining governance. In the Middle Ages, gold and precious stones, which served as the emblems of luxury, were reserved for royalty and divines. Later, they became the prerogative first of the aristocracy and then of the wealthy bourgeoisie. Currently, the ownership of particular luxury goods is still regarded as a marker of social class or of membership in an elite group. Possession of luxury products also attracts the admiration of friends and others. Simply carrying a luxury accessory might provide the opportunity to participate in exclusive social events without feeling out of place.
However, there have always been individuals who desired and could afford luxury products without the need to exhibit or share their passion with the rest of society. For instance, the affluent individuals who collect luxury vintage cars typically do not broadcast the number of unique cars parked in their garage. Instead, luxury is a personal pleasure that is shared only with very close friends or relatives. There is no need for product display if the primary purpose of luxury is cultivation of a passion, relaxation, enjoying a marvellous experience, or satisfying one’s curiosity regarding the best item in a particular field. This attitude reveals another aspect of the social value of luxury, which is based on the distinction between a view of luxury that is based on its effect on others and a view in which luxury is personal.
In addition, the relevance of the social dimension is confirmed by Kapferer and Bastien (2009), who identify a “luxury for others” and a “luxury for oneself”. The model presented hereby tries to make a further step, by clearly splitting the luxury market into a proper luxury “industry” (i.e. goods with a social value either for differentiating or belonging to a group) and the extra niche portion, which overlap the market of arts (and possibly does not follow the same business rules as the industrial market).
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Figure 5: The relation between personal and social aspects of luxury. It should be noted that (1) this framework corresponds to the tangible/intangible distinction mentioned in the text and (2) market volume increases as the emphasis on social aspects increases.
The results of the group discussions presented above not only revealed different customer profiles but also revealed that the tangible/intangible and personal/social distinctions are relevant for understanding the motivations underlying the purchase of a luxury product. The discussions indicated that general qualitative dimensions could be identified despite the number of possible combinations of CSF. Depending on the value assigned to the different Critical Success Factors, the customer’s emphasis might be on the form of the product (symbolic aspects), the content of the product (material and technical aspects), or on the social aspects of the product (what other people value).
Observation of the discussion groups revealed that it was possible to identify individuals who associated the concept of luxury with a product’s material content while others viewed its intangible aspects as enhancing the quality of life. Some individuals regarded luxury as a social good that facilitated a satisfactory social life, while others noted that luxury lost its exclusivity if it was not a personal matter.
[image: ]
Figure 6: The circle of luxury profiles
Using these two dimensions of classification, it is possible to identify different profiles that are based on a preference for either content or form and on either a social or personal focus. The framework does not include a profile of complete indifference – a consumer with no preference for form or content or for social or personal luxury – because luxury, which is based on who one is and what one likes, always involves some type of preference. Figure 6 presents some examples of the types of luxury consumers, which might be associated with particular configurations of luxury CSFs.
Concluding remarks
The information provided in this paper contributes to further understanding of the luxury market for both luxury consumers and manufacturers. 
The major contribution consists in putting together the complete list of CSF for competing in the luxury market. It is worth highlighting that this list has already been tested as a fundamental reference for deepening the understanding of luxury companies and their practices in several management processes (e.g.: alignment of the Supply Chain processes towards the CSF, as showed in Caniato et al. 2008, 2009 and 2011).
For this reason, we carried out some investigations aimed at clarifying the personal perception of luxury. Noteworthy outcomes of our experiments were: an empirical proof that perceived value is not the same for every consumer; the creation of a sample collection of consumers profiles; and an application of the above mentioned set of CSFs as a way to profile customers orientations and attitudes.
We believe the CSFs tool to be one of the main contributions of this paper, as its adoption could prove useful to both companies and customers:
· From the company’s perspective, recognising CSFs and consumer profiles would make it possible to identify the target customers for each specific product and to ensure that the product possessed the CSFs that would attract these customers;
· For consumers, this instrument would enable them to understand their interest in a broad range of luxury products because they would be able to compare each product with their profile to identify the products meeting their personal criteria for luxury.

Once again, it is important to highlight the explorative nature of our research. Indeed, the experiments described in Section 5 were conducted primarily to prove the intrinsically subjective nature of luxury goods and to confirm the list of CSF derived from the academic literature. Subjective respondents outcomes allowed describing some possible consumers’ profiles, which are simply meant to suggest to luxury companies some alternative paths towards which their business could be aligned. In order to test the resulting profiles and build a normative model, further research is necessary; a fully explanatory value could be provided by a rigorous survey research methodology.
As a consequence, we identify as one of the most promising future research directions the test of the classification scheme to a larger number of consumers. This would allow us to single out a (possibly complete) set of consumer profiles, through Cluster Analysis. Sample selection and dimension should allow to reach statistical significance of results.
Different (geographical) markets (i.e. a first study interviewing only Italian consumers, a second involving USA citizens, then Chinese and so on), and specific commodities (i.e. one survey dedicated to shoes, another specific for the cashmere garments, yet another one analysing luxury yachts), could be the focus of further – more specific – researches.
Finally, the set of CSFs could be revised and extended, taking into account recent market trends (e.g. Ethical Aspects, or Sustainability along the Supply Chain).
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