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price when purchasing luxury goods:
survey
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Status  is  a motivator in China

 
By JEN KING

If marketers have learned anything from the development of emerging markets,
compared to that of the United States, it is  that understanding consumers' psyches and
how luxury goods are approached is essential to success, according to a new survey from
Agility Research & Strategy.

Whereas consumers in the U.S. view luxury as an overall lifestyle their Chinese
counterparts use high-end goods as a marker of status. Now that luxury consumption is
slowing and the amount of attention placed on China is waning, the U.S. is  returning to
post-recession trends of luxury purchases.

“Affluent consumers in the two markets define luxury very differently, and when it comes
to buying luxury, price is not as big of a consideration in China as one would expect,” said
Amrita Banta, managing director of Agility Research & Strategy, Singapore.

“China is also leapfrogging into the digital age, much like many other developing markets,
and heading to the internet for their shopping,” she said. “What is interesting, is  that this
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also applies to luxury goods, while many had believed that consumer are cautious to
purchase expensive good online and want to experience the in-store experience offered
by luxury brands.”

Agility Research & Strategy’s “Luxury Consumption Survey -- China slows but US booms”
looks at the psyche of consumers and luxury consumption patterns of the top 25 percent,
based on household income, of the two populations in the Chinese and U.S. markets.
More than 3,000 consumers took the survey in October across the U.S., China, Hong Kong
and Singapore.

The meaning of luxury
Overall, consumers in the U.S. interact with luxury brands on a more daily basis that
consumers in China. But, U.S. consumers do not view luxury on a brand by brand basis
but rather as a wider scope that extends to products and services with high prices.

Instead of associating luxury with certain brands, such as German automaker BMW,
respondents’ associations reflected categories such as jewelry, homes, vacations and
automotives. Respondents also stressed the expectation of quality, comfort and a degree
of pampering in terms of luxury products and services.

In China, if a product is expensive it does not equal luxury unless it meets a standard of
quality. For the rising middle class and younger generation of Chinese luxury products
are used to express personal style while recognition of a worn or used brand is seen as a
reflection of status.

With that, 56 percent of Chinese consumers surveyed said that they agree completely or
somewhat that it is  important that other recognize the brand they are wearing or using.
Only 42 percent of U.S. consumers felt the same.

Brand recgonition graph from Agility Research survey  

Also, quality is a driver in terms of luxury consumption with only 4 percent of Chinese
consumers responding that quality is not considered when making a high-priced
purchase. As for the exclusiveness of a product, 86 percent of Chinese consumers buying
products due to exclusively, but only 51 percent of U.S. consumers felt the same.

Given the quality and exclusivity of a product, only 1 in 2 Chinese consumers say that it is
important to get the best possible price when buying a luxury brand. This ratio shifts
upward to 3 out of 4 in the U.S., with affluent respondent completely or somewhat
agreeing with going after the best price for an item.
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Possible price response breakdown from Agility Research survey  

Brands purchased on a regular basis also vary between Chinese and U.S. consumers. For
Chinese affluents, the more upscale the brand the better where as the consumers in the
U.S. more commonly purchase affordable luxury items.

For example, the top three brands owned by Chinese respondents were Chanel, Gucci and
Burberry while in the U.S. consumers surveyed favored Coach, Ralph Lauren and Calvin
Klein. Responses were similar when jewelry and personal care was considered with
Chinese consumers selecting more up-market brands due to exclusiveness and quality
than those in the U.S.

Burberry's boutique in Shanghai 

“The environment of consumerism in the U.S. has evolved the competitive landscape in
the country to a point where non-branded or lower quality products no longer have a
space to exist,” Ms. Banta said. “On the other hand, in China, luxury goods are perceived
as having superior quality and individual brands often stand for luxury.”

Different strokes
Beyond the mental approach behind the differences of Chinese and U.S. consumers, is
how purchases are made.

Even though the U.S. respondents to tend to price hunt, presumably online in some cases
to source the best deals, the consumers surveyed lag behind the Chinese is terms of
online purchases. In the U.S., according to Agility Research’s survey respondents, only
half buy luxury goods online while 59 percent of Chinese do.
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This may be because affluent Chinese consumers adapted online purchasing much faster
than in the U.S. More than 80 percent agree that they research luxury products online while
only 65 percent say the same in the U.S.

A report by Borderfree noted that Hong Kong is seeing a rise in ecommerce trends due to
low government restrictions and because the city’s consumers are becoming more
familiar with Western brands through travel.

The Hong Konger is typically well educated and fluent in both Cantonese and English,
and with Google and Facebook as the top search engine and social media platform within
the region, luxury brands can easily enter the country through already familiar online
tactics (see story).

Although a deep understand of consumer psyche is needed, luxury marketers that have
entered China have not had to overtly alter strategy because brand knowledge has already
been established.

“Chinese affluent consumers have widely adopted foreign luxury brands into their lives
without brands having to rework their strategies too much,” Ms. Banta said.

“What we can see from this survey is that deeper motivations for buying luxury brands are
very different in the two markets, and fine tuning brand messaging and the experiences
offered through the buying process, to better meet the expectations of the Chinese
consumer, offers opportunity for brands to build a better connection with the consumer,”
she said.

Final Take
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