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Mulling with millennials

By Ben Pask

Consumers treat luxury labels as a state of mind, not just in terms of price tag or exclusivity. For that reason, luxury
brands need to build strong relationships with people based on product quality and dazzling experiences. Get it right
and one-off customers could soon become loyal buyers.
We recently polled almost 300 United Kingdom-based high-income consumers ages 16-65 to discover what they
value most from luxury brands. We also interviewed designers from Vivienne Westwood, as well as former Diageo
CEO Paul Walsh, for their views.
T he backdrop to our report, “Luxury, Loyalty & Experience,” is a market that is growing fast, reaching $1.38 trillion in
2017 – a 5 percent increase on the previous year, according to Bain & Co. T his is leading to a proliferation of luxury
manufacturers selling their items both online and in-store. It is increasingly difficult for brands to balance
exclusivity and accessibility of their products.
We discovered that consumers have high expectations of luxury, and attitudes differ hugely across demographics.
T hese can be examined in three ways:
Quality: How important are these characteristics of luxury products in shaping purchase behavior?
Accessibility: Can brands widen their market without eroding exclusivity?
Loyalty: What does this term really mean to luxury consumers?

Smooth s ailing ahead?

Why quality must match price
T raditionally, consumers buy based on convenience, status and contemporary taste. But as purchase drivers evolve
to mirror changes in society, consumers now also consider factors such as brands’ ethical concerns – for example,
the environment and fair trade – and the opinions of influencers.
Product exclusivity is particularly valued among younger consumers: 10 percent of U.K. millennials compared to 4
percent of Gen X. T his has major implications for luxury retailing.
Younger consumers like to make personal fashion statements. While they might not be the most affluent generation,
they are vital luxury buyers both now and in the future. Understanding what makes them tick and drives their
purchasing behavior is key.
Quality is an even more important purchase driver than exclusivity.

I buy luxury products becaus e ... Source: Rare

Some 89 percent of U.K. consumers chose this as the main reason for buying, well ahead of second choice “to
reward myself” (76 percent) and exclusivity (66 percent).
Furthermore, product design was named the most important feature of luxury brands by a fifth of respondents.
T his tells us that product quality must be superior, not just to everyday purchases as expected, but also eclipsing
rivals’ quality and design.
Consumers are paying good money for brands and rightly expect the cachet that comes with being able to show off
an exclusive object of outstanding quality in terms of material and design, as well as accuracy in the manufacturing
process.
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Deliver a diamond experience
Design and quality aside, luxury consumers desire a different and top-notch experience. Even this catch-all term has

different connotations for our respondents.
For instance, millennials are interested in uniqueness: they want to experience new things and attend events they
can tell others about. Store openings, outdoor activities and on-street promotions are of particular interest.
We believe the way to drive positive experience is to first build a strong relationship with these customers. A sense of
being rewarded also drives interest and engagement – it is a value exchange.
Consumers give their time to engage in branded experiences, so must be able to take something tangible away with
them.
T his is a big opportunity for brands, but they need to carefully consider the key drivers and make sure they are
offering customer experiences that are fun, memorable and something people can share, whether in the moment or
later by word of mouth and social media.
T he experience needs to be reflective of the brand to drive its messages home.
Do not devalue with digital
Ethnographical research by Alina T . Nevins in “Snob Value, an Anthropological Investigation on Motives for Luxury
Consumption,” reveals that luxury and exclusivity are intertwined.
Moreover, many customers criticise widespread availability of the brand and its stores. In Ms. Nevins’ study, T iffany
& Co was the offender.
In summary, luxury brands can erode their cachet of exclusivity through the simple act of becoming more available.
Former Diageo CEO Paul Walsh told us: “T he point is where you strike the balance between having enough of the
audience, but also having the aura of exclusivity.
“If you pursue exclusivity at the ultimate level, there is only one brand. Clearly, that is not going to be economic and it
won’t be an enduring relationship with your consumers.
“Equally, if everybody can access the product, because the distribution is so easily accessible, you will erode the
degree of luxury attached to a product.
“If we move to more accessible luxury, for instance, craft beers in the U.S., they are clearly at a premium price in the
beer category. Whether you attach the luxury tag is a different matter. But at what point does the scale of the brand
argue against it being craft?
“T here is a point in the eye of the consumer whereby ’Hang on, I can get it anywhere …’ and the brand becomes
mainstream. And when it does, your pricing power and your margins will contract.”
T his is something luxury brands would do well to consider as we appear to be at a tipping point for their sales
strategies.

Luxury Daily and Unity Marketing’s study titled “State of Luxury 2018: T he Insider View Report,” showed 68 percent of
luxury brands now sell online, up 6 percent from 2016.
Despite this, our research found that luxury goods are still mainly purchased in-store.
Physical retail is also linked to the positive experience of buying a luxury product by consumers, although threequarters of respondents believe it is quicker to purchase online, and from a wider product range.

I think buying online ... Source: Rare

Luxury consumers like to shop according to their schedule and on their terms.
Online, personalized experiences were less of a consideration for our respondents than when shopping in-store.

Remember, though, that experience is vital. It is not enough to offer better and quicker deals alongside bigger ranges
online. It is all too easy to eschew exclusivity in favor of convenience and be penalized by consumers who like to
feel special.
Luxury and long-term loyalty
Research we conducted previously titled, “Redefining Loyalty,” revealed 65 percent of loyalty scheme members in
the U.K. would continue buying a brand if the loyalty program no longer existed. T his reveals an important
distinction: for the majority, a loyalty proposition would not affect their intention to purchase, but for one in three it is
a vital ingredient for their relationship with the brand.
T he common purpose of a brand’s loyalty mechanic is to collect information about customers and to stimulate
behavior that encourages retention.
However, loyalty programs do not drive true loyalty. T hey offer transactional benefits that might influence behavior,
but cannot encourage positive attitudes, long-lasting relationships or ongoing loyalty without brand love, trust and
perceived quality.
Building on this, when it comes to luxury brands, consumers have a particular definition of how and why they are, or
are not, loyal to their chosen brands.
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When asked to name a category of luxury brand they would always buy from if it was available, clothing was the
most popular, chosen by 60 percent of our U.K.-based respondents. Accessories were a distant second (17 percent),
well ahead of “other” (tech, food, for example – 6 percent), jewelry (4 percent) and cars (3 percent).
Clothing is likely the highest-scoring category because apparel makes luxury more accessible and easier to show
off.
Clothing items are symbolic capital that can be used to affirm a social position according to the environment and
the occasion.
Meanwhile, loyalty is intrinsically linked to trust.
Our research shows that across sectors, what makes consumers lose trust in brands – and, therefore, become less
loyal – is poor product quality, followed by price increases and poor customer service.
Quality is the most important feature for customers when considering how they will lose trust in their favorite
brands, especially in restaurants and fashion.
LUXURY GOODS manufacturers are facing several critical challenges.
T he most difficult ones will be striking a balance between exclusivity and reach, and establishing loyalty through
first-class quality and customer service.
Brands wishing to create luxury products that both retain exclusive status and maintain customers’ trust must
understand the new consumer forces shaping their market to avoid being labelled out of touch.
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