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Introduction

A lot has been written about brand marketing but what about the marketing of luxury brands? Luxury goods are specialty goods so perhaps they need a different marketing approach. Luxury brands are often associated with terms like exclusivity, high quality, prestige and high pricing. But what defines a luxury brand? The most common description of a luxury brand is a brand at the highest end of the market in terms of quality and price. Classic luxury goods include haute couture items such as clothing, accessories and luggage. However, many markets have a luxury segment including, for instance, cars, wine and perfume.  

One of the most important aspects of the luxury market is the emotional aspect. Buying and owning luxury goods provides consumers with the added emotional benefits of esteem, prestige and a sense of a high status. These added emotional benefits are caused by the fact that not everybody can afford luxury goods so consumers of luxury goods automatically belong to an exclusive group of people who are able to afford these pricey items. 

As a result, some segments of the luxury market experience problems like plagiarism and cheap knock offs. Consumers who can not afford these luxury goods are facilitated by mass producers who provide them with cheap knock-off versions. This phenomenon is caused by the enormous demand for counterfeited products that simulate the emotional benefits that normally only luxury goods can provide.  The World Intellectual Property Organization (WIPO) estimates that the counterfeiting industry represents between 5 and 7% of world trade
. 

The luxury goods market is a growing market even though luxury goods are said to have high income elasticity of demand. This means that when the economy is thriving and people become wealthier, they will buy more and more of these luxury goods. But when the economy is in recession, the demand in luxury goods does not drop drastically. This can be explained by the consumer characteristics of the luxury consumers and the fact that the majority of the luxury consumers are located in the consumer segment that represent the highest spending power of that particular market. The luxury consumers are very loyal consumers and they have such high spending power that this is not really affected by economic recession. 

But do these luxury consumers also need a different marketing approach than regular consumers? Or even more important do luxury brands need a different marketing strategy than regular brands? This thesis will try to answer this question by defining and segmenting the luxury market and by comparing the marketing strategies of luxury brands and regular brands that operate on the same market. 

Due to the fact that there are so many different luxury categories and almost every product market has a luxury segment, it is almost impossible to give a detailed overview of the luxury brand market. To get a more profound view on how the luxury market operates this thesis will focus its attention on one product market within the luxury brand market namely: the luxury fashion market. Therefore the central question of this thesis will also be related to the luxury fashion market. I chose this particular luxury category because it lies in my personal field of interest and because of the wide range of research that is available on the luxury fashion market.  
This thesis will initially provide a justification of research methods which will be followed by the research on the thesis topic: luxury brand management. 

In chapter one of this thesis the concept of luxury will be defined. In chapter two the luxury fashion market will be explored by looking at the luxury fashion brands, the competition on the luxury fashion market, the luxury fashion consumers, luxury fashion management and luxury fashion marketing. In chapter three a case study will be provided that will compare the marketing strategies of a luxury fashion brand to those of a mass produced fashion brand. And in the final chapter an answer to the question “Do luxury fashion brands need a different marketing strategy than regular fashion brands?” will be provided in the form of  recommendations and a conclusion. 
Justification of research methods

In this chapter the research methods, that were used to answer the central question of this thesis, will be analyzed and justified. The central question of this thesis is:  ‘Do luxury fashion brands need a different marketing approach than regular fashion brands?’ 

This research question can best be answered by doing intensive literature and source research because of the fact that field research will not be effective. The reason why field research on this topic would not be effective is because the luxury brand sector is very private. Luxury brands and especially luxury fashion brands do not publicize their marketing strategies. Chanel for instance states the following about the publication of strategies on their company website: “Chanel is a private, independent company. Thus, the financial results and strategies are not featured in our communication.”
 So approaching the luxury brands themselves for information on their marketing strategies was not an option. 

I therefore used desk research to answer my central and sub-questions. I made use of relevant literature, publications, scientific journals and internet sources to conduct the research. 
While conducting research on the internet I only made use of reliable sources, this means not using websites like Wikipedia that offer information that can be altered by third parties.  But rather searching for information on company websites and reading articles about the company strategies on the websites of scientific journals and other online publications. 
Chapter 1 - The concept of luxury

'Luxury is a necessity that begins where necessity ends'. These words, spoken by Gabrielle Coco Chanel in the early nineteen twenties, remain as true as ever in our current society.
 More commonly the term luxury is defined as something that is an indulgence rather than a necessity. But something that is a necessity for one person can be an indulgence for another person. So you can see that this definition of luxury is a very subjective one. 

1.1 Defining the concept of luxury

The concept of luxury is a very difficult concept to define. This is caused by the fact that luxury is very subjective to the person that is using the term. When one person uses the term luxurious to describe a product, or service, another person can see this product as a normal product or even as an inferior one. The way the term luxury is defined is directly linked to the income level and spending power of the person who is using the term. 

The definition of luxury may be a subjective one but almost everybody associates luxury with terms like exclusivity, high quality, prestige and high pricing. Products and services that are perceived as being luxury goods are always seen as goods of better quality, design and endurance than their comparable substitutes on the market. But why do people describe products and services of better quality as being luxurious?

Even in the ancient Roman and Egyptian empires there was a difference in social class. The upper class displayed their wealth by living a luxurious life style, by owning the best goods and making use of the best services, while the middle and lower class observed. This way of displaying social class has been sustained all throughout history. Before the world became a global village through television, the media and the internet, the word luxury was given meaning by the upper class by displaying their lifestyle to the rest of the society. 
The lower class only came in contact with products like handmade couture and perfumes by seeing them in the households where they worked as servants.  

But nowadays with the invasion of the internet, television and the worldwide media the concept of luxury is no longer restricted to the private circles of the upper class. 

The most important and widespread way the concept of luxury has entered people's vocabulary is through the media. The increased availability of the internet, celebrity magazines and television programmes means that more people know what is available. For instance a Hermés handbag used to be seen by a limited audience only, but now with mass media and the internet, an average person knows this handbag and the people who wear it. The idolisation of celebrities and their luxurious lifestyle has made the concept of luxury available to the masses and has triggered the desire to be part of this glamorous lifestyle. 

1.2 Defining luxury goods

In a purely economic sense, a luxury good is a good for which demand increases as income rises and a good that has a high income elasticity of demand. This means that when people become wealthier, the demand for luxury goods will increase. This also applies vice versa, which means that when there is a decline in income its demand will decrease. But as stated before when the economy is in recession the demand for luxury goods does not drop drastically due to the consumer loyalty and virtually constant spending power of the luxury consumers, although, these consumer characteristics are only applicable to the highest income segment of the luxury consumers market. 
One part of the luxury market consists of products that are described as being luxury goods due to their superior tangible product characteristics like: quality, design, lifetime value and performance. There are also goods that are perceived as luxurious by the public because of their intangible product characteristics; being status symbols, displaying personality, prestige and superiority. This is caused by the added emotional benefits that people get by buying certain products. These kinds of goods commonly include exclusive goods like luxury cars, jewellery and luxury fashion.  

People use many indicators to define which goods belong to the luxury category. The most commonly used initial indicator is price. If a product is located in the highest price segment of the market it is almost automatically seen as a luxury good. That is why many luxury brands maintain a high pricing strategy to keep their products in the high end segment of the market. 
This is also why some luxury goods are also referred to as being Veblen goods. Veblen goods are goods for which people’s interest for purchasing them increases as a direct result of their high price level.  The Veblen effect states that when the prices of these Veblen products decrease the amount of purchases of the products also decrease because they are no longer seen as exclusive or luxury products. Because consumer directly link high prices with exclusivity and luxury a price increase can cause an increase of the demand.  
The economist Thorstein Veblen, after whom the Veblen effect was named, described this kind of purchase behaviour in his theory of conspicuous consumption. Veblen used the term conspicuous consumption to describe the consumer characteristic of a new class of wealthy consumers that emerged in the 19th century. The concept of conspicuous consumption describes the elaborate spending on goods and services that are purchased only for their fulfilment of psychological expectations and emotional needs. Consumers buy these Veblen goods to display their wealth, status and superiority to society. Conspicuous consumption is also described as being status-seeking consumption.
 
The Veblen effect tries to explain the demand for status goods in economics. Other related effects that try to explain this phenomenon are:
· The snob effect: this effect explains the preference for status goods because they are exclusive and not easily obtained. In other words, consumers buy an item because of its high quality and scarcity value. The snob effect reflects the desire of consumers to be exclusive and states that the scarcity of a product stimulates its demand. On the other hand, snob purchases of any product will decrease as other consumers increase their consumption of that particular product.
· The bandwagon effect: this effect explains the demand for status goods by stating that people purchase goods and services in order to be identified with a particular social group by adopting identical or similar patterns of consumption. This theory represents the desire of people to belong to a group and in this respect contrast most with snob effects.
  

Figure 1 displays the differences between the three theories; the purchase and consumption behaviour of its consumers, the intended outcome and significance of a purchase. 
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Figure 1 - Model for status-seeking market behaviour

There are also other indicators of luxury than price like: quality, design, durability and performance, but price is the most commonly accepted initial indicator of luxury. The superior quality of the luxury goods is considered to be the most important product characteristic but can only be measured after the product has been used. 

1.3 New and old luxury

The luxury market has experienced a shift from what people describe as ‘old luxury’ to ‘new luxury’. Before the intervention of mass media and the internet, luxury was seen as something exclusive that was reserved for celebrities, aristocracy and the super rich. 

But nowadays people of all classes who have sufficient funds can purchase luxury goods. The luxury market is no longer restricted to targeting consumers from the upper class but can also appeal to other classes that have the resources to gain access to these products. 

But this change in the composition of luxury consumers is not the only development on the luxury market. As stated before the term luxury is now also used to describe products that attain the status of luxury goods due to their quality, design, durability or performance that are superior to the substitutes on that market. This results in the fact that almost every imaginable market now has a luxury segment. 

A third development on the luxury market, that is stimulating the shift towards ‘new luxury’, is the fact that almost all luxury brands have added items to their collections that start at low price levels. These products range from a pair of socks from Ralph Lauren to an LV keychain. 

All these developments on the luxury market have created a shift in how luxury is now described in terms of “old and new luxury”. 
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The term “old luxury” is used to describe goods that are still only available to the upper class by staying very exclusive and expensive. Old luxury goods are never mass produced and are sometimes even one of a kind or custom made. These ‘old luxury goods’ include  products like a Hermés Birkin bag that has a waiting list of five years and prices that starts at 5000 Euros.  The term "new luxury" is used to describe the trend toward premium goods that attain the luxury status by being of better quality, design and so on. These ‘new luxury goods’ are available to people from all classes who have sufficient funds to gain access to these products.  

Figure 2 - Hermés Birkin bag

1.4 The luxury brand market 

As stated before, luxury brands operate on a wide range of product markets as more and more product categories in today’s economy have a high end or luxury segment. Another reason why luxury brands are active on a wide range of product markets is that their product line covers more than one market. For instance in the world of luxury accessories, many brands have been following a pattern of entering new product markets, when proven successful in others. As an example; they first enter the footwear or handbag market, then they introduce a line of cosmetics or eyewear and so on.  
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Another trend on today’s luxury market that is contributing to the emerging of more and more luxury segments; is the trend of luxury or premium positioning. More and more brands successfully position themselves as premium brands on a product market creating a new luxury segment on that market. Take for instance Evian the bottled water producer that advertises their water as if it where champagne, creating a luxury segment on the bottled water market. 

All these trends and developments on today’s global luxury market are contributing to the constant grow of the luxury market. 
Figure 3 - Evian add 
1.5 Categories of luxury

Due to the fact that luxury brands operate in such a wide range of product markets it is hard to get a good overview on what product categories belong to the luxury market. But three main categories of luxury goods can be defined; the home luxury goods, personal luxury goods and the experiential luxury goods. 

Home luxuries include goods like art, antiques, electronics and furniture. The personal luxuries category include goods like clothing, cosmetics and fashion accessories like handbags or shoes but also automobiles, wines and spirits. The last category of experiential luxury goods consists of mostly services like dining, entertainment, spa and travel.
 
For a more detailed overview on the categorisation of luxury products also see appendix 1; the luxury goods index. 

Due to the fact that there are so many luxury categories it is almost impossible to give a detailed overview of the luxury brand market. It is also impossible to define luxury brand management because every product category on the luxury market needs a different management approach. To get a more detailed view on how the luxury market operates this thesis will focus its attention on one product market within the luxury category namely: the luxury fashion market. The following chapter will therefore provide a detailed overview on how the luxury fashion market operates; its competitors, consumers, etc.  
Chapter 2 – The luxury fashion market

Fashion has always played an important role in the evolution of modern society. Fashion can be dated back as far as Egyptian, Greek and Roman society where status was displayed by means of clothes or accessories. Fashion has always been a key element in displaying social status even in today’s society.  

Today’s global fashion market is a booming multibillion industry that consists of many competitors. The fashion market, just as any other product market, also has a high end or luxury segment. This luxury segment consists of old and new competitors ranging from a historic brand like Hermès founded by Thierry Hermès in 1837 to a brand like Tom Ford founded by Tom Ford in 2006.  

This chapter will explore the luxury fashion market by analysing the luxury fashion market, giving an overview of the competitors on the market, segmenting the luxury fashion consumer, taking a look at the way luxury fashion brands are managed and how they are marketed. 

2.1 Luxury fashion market
To define the luxury fashion market it is necessary to take a look at the fashion market in general. It also needs to be stated that the fashion market is not to be confused with the textile market in which companies like C&A and Wibra operate. The fashion market is limited to companies who contribute to the fashion environment by playing into or setting trends. 
The global fashion market can be divided into three major segments namely: 
1. The mass fashion brands: these brands are mass produced and sold, and include brands like Hennes and Maurits, Zara, Mango and the Gap.  
2. The premium fashion brands: these brands mostly include brands that are mass produced as well as having a premium collection that is limitedly available. Brands that belong to the premium fashion segment are brands like: Polo Ralph Lauren, Calvin Klein, Tommy Hilfiger and Donna Karan. 

3. The luxury fashion brands: these brands are never mass produced, characterised by their exclusivity and their limited availability. Luxury fashion brands include brands like: Louis Vuitton, Hermès, Chanel and Tom Ford. 
A fourth minor segment on the global fashion market can be mentioned namely the individual fashion designers. 

4. The haute couture designers: these are designers, or couturiers, that have their own fashion house or design certain fashion products for a selective client group. But due to the fact that these designers do not belong to a fashion brand and there is virtually no data available on this segment, they will not be mentioned again during the course of this thesis.  
These three major segments on the fashion market are not as clearly divided as they may seem, the three are actually interlinked because some parts of the segments are overlapping. The premium fashion brands have a high-end collection, which in most cases belongs to the luxury fashion segment. To give an example, a cocktail dress from the Tommy Hilfiger premium collection can be placed in the luxury fashion segment but a sports jacket from the Tommy Hilfiger ready to wear collection belongs to the premium segment of the fashion market. 
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The same is true for the Cavalli collection that H&M released in November 2007. Luxury fashion designer Roberto Cavalli designed a limited collection for the mass fashion brand H&M, this collection can be placed in the premium or even the luxury segment of the fashion market. But the basics collection that H&M offers is definitely part of the mass fashion segment.
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Figure 4 - H&M basics collection              Figure 5 - Cavalli collection for H&M

Although some parts of the segments of the fashion market are overlapping they are still very different when it comes to marketing, management, competition on the market, etc. From now on the focus of this chapter will be on the luxury fashion market, starting off with defining which brands are luxury fashion brands. 
2.1.1 Luxury fashion brands 

The luxury fashion market consists of a wide range of luxury fashion brands. But there are even bigger players on the luxury fashion market than the brands themselves namely: the conglomerates who own the luxury fashion brands. For instance the Louis Vuitton Moet Hennessy (LVMH) group with a portfolio of over 50 luxury brands including: Louis Vuitton, Fendi, Marc Jacobs and Emilio Pucci. See table1 for an overview of the major luxury conglomerates and the luxury brands that belong to their portfolios. 

Table 1 - The major luxury fashion conglomerates 

	LVMH group

France
	RICHEMONT

Switzerland
	GUCCI Group

Italy
	PRADA

Italy

	Luxury fashion brands

Louis Vuitton

Celine

Kenzo

Givenchy

Marc Jacobs

Fendi

Emilio Pucci

Donna Karan

Berluti

Loewe

Thomas Pink

Stefano Bi

eLuxury

Other luxury brands*

Moët & Chandon

Dom Pérignon

Mercier

Parfums Christian Dior

Guerlain

Parfums Givency

Kenzo parfums

Sephora

Parfums Loewe

Acqua di Parma

Dior watches
	Luxury fashion brands

Chloë

Jaeger – Le Couture

Cartier
Other luxury brands
Van Cleef & Arpels

Piaget

Baume & Mercier

Vacheron

Dunhill

Lancel

Montblanc

Montegrappa

Purdey

Shanghai Tang
	Luxury fashion brands

Gucci

Yves Saint Laurent (YSL)

Sergio Rossi

Alexander McQueen

Stella McCartney

Balenciaga

Other luxury brands
Boucheron

Bédat & Co


	Luxury fashion brands

Prada

Miu Miu

Azzedine Alaia

Other luxury brands
Car Shoe


* The section -other luxury brands is only a selection of the portfolio of the LVMH group. 

The luxury fashion market consists of four major conglomerates that own a large part of the luxury fashion brands but what are the other luxury fashion brands and where do they operate?
Historically the luxury fashion market was restricted to two countries France and Italy. The origin of luxury fashion lies in France with the invention of haute couture. This historical background is still noticeable, as over fifty percent of all luxury fashion brands that operate on today’s luxury fashion market where founded in France or Italy. Referring to appendix 2 of this thesis for the luxury fashion brands index, that will provide a complete overview of all the luxury fashion brands, when they where founded, by whom and their country of origin. 
The luxury fashion market consists off over a hundred luxury fashion brands each with their individual style and design. But what makes a fashion brand luxurious? 
Luxury fashion brands are fashion brands that where uniquely crafted through consistent and intensive branding and marketing strategies. They enjoy a unique position in the fashion world and branding spectrum.  Although they are unique they also have similar core characteristics. The core characteristics of luxury fashion brands
 are:

1. brand strength

2. differentiation

3. innovation

4. exclusivity 
5. product craftsmanship and precision

6. premium pricing

7. high-quality

8. emotional appeal
It is the difference in quality of the materials, design, craftsmanship and the scarcity value of a handbag by Chanel that separates it from a basic handbag from H&M. As a result Chanel can charge a premium price of 3 000 Euros for a handbag and H&M 20 Euros. It is also as a result of foresight and innovation characteristics of a luxury fashion brand like Louis Vuitton that the brand introduced the use of canvas in the nineteenth century. It’s the craftsmanship and precision characteristics of a brand like Hermès that results in an eighteen-hour manufacturing process of one Hermès Birkin bag by one single craftsman, a waiting list and premium price of five years and 5 000 to 20 000 Euros. It’s the strong brand image of a brand like Gucci that creates a situation where several Gucci products have an order list of up to two years.  And it is the result of all these characteristics that creates brand value and consumer loyalty for these luxury fashion brands. 
The luxury fashion brands are also niche brands as they target as specific consumers group with their marketing communication effort instead of targeting the mass audience like the mass fashion producers do. 

But what makes these luxury fashion brands different and how is the competition on a market where, as stated before, one day you’re in the next day you’re out. In the next part of this chapter the competition on the luxury fashion market will be explored.  
2.1.2 Competition on the luxury fashion market
Recent developments on the luxury market have created a different competitive setting on the luxury fashion market. Over the past two decades, the luxury fashion industry has had to deal with an increasingly turbulent environment.  
On the supply side, French dominance especially in luxury fashion and haute couture sector has been challenged as competition has increased mainly from the Italian and American fashion houses. Furthermore, the traditionally segmented luxury industry has become more concentrated, a visible sign of this concentration was the merger of Louis Vuitton and Moët Hennessy in 1987. Finally, as a result of diversification strategies of several luxury fashion brands, most fashion houses have extended to more accessible luxury products. As a result, they now realize a substantial part of their sales in accessories, like for instance sunglasses. 
But also the demand side has changed substantially. The traditional luxury consumer, called the “leisure class” by Thorstein Veblen in his first proper study of consumerism
, does no longer just consist of the super rich and aristocracy. Due to the globalisation of the world economy and the growing wealth, the leisure class has been joined by the newly rich and occasional customers from the middle class, which now also are part of the luxury consumer base. Furthermore, the traditional geographical markets for the luxury fashion industry have changed because of the increasing demand for luxury fashion products from countries like China and Japan. 

So on the one hand, the luxury industry has expanded to more accessible products and to new geographical markets, and on the other hand, a growth in wealth of the Western industrialized nations has increased the demand in luxury goods. These fundamental changes in the luxury environment have challenged the luxury fashion houses and the ability to establish a competitive advantage. 
The luxury brand index gives a detailed overview of which brands operate and compete on the luxury fashion market. But what gives these brands a competitive edge in this ever changing and challenging fashion environment? 

One of the most important tools to create competitive advantage on the luxury fashion market is the innovativeness of a brands signature style of design. This means to be a trend setter and not a trend follower. The brands who have the best designs and who determine the trends for next season are the most powerful brands on the market. The way that brands become trendsetters is by having a strong and innovative style of design and by creating a strong brand image because a strong brand image determines whether or not consumers follow the trends that you set. The core of the luxury fashion market is branding and its drivers are design and innovation. So this means that to create competitive advantage a brand needs to be innovative, have a strong signature design style and a strong brand image. 

Another way to create competitive advantage on the luxury fashion market is by cooperation with other brands or designers, and at the same time playing into the trend of concentration on the luxury market. Some of the most powerful luxury fashion brands are brands that cooperate under the lead of a luxury conglomerate like LVMH or brands that cooperate with new or established designers from other luxury fashion brands. A great example is the cooperation between the legendary fashion house of Chanel and Karl Lagerfeld. Historically the brand Chanel had always been a trendsetter in the global fashion industry but by 1983 the brand had entered a phase where it needed a new view on things to become a trendsetter once again. So the brand made the decision to collaborate with well established fashion designer; Karl Lagerfeld who was appointed as artistic director for Chanel Fashion that same year. Under the lead of Lagerfeld the brand stepped into an era of innovation and change but still holding on to Chanel’s signature style of design, making it as successful as ever in today’s ever changing fashion environment. Another brand that gained competitive advantage by cooperation with a luxury fashion designer is Louis Vuitton. In 1997, the company hired designer Marc Jacobs to be the label's artistic director. Marc Jacobs was an already established fashion designer with his own luxury fashion brand launched in 1984. The cooperation between the fashion house of LV and the luxury fashion designer had a distinct purpose because Jacobs had the knowledge about luxury clothing design and LV wanted to set up a clothing line. In March of 1985, Jacobs designed and introduced the company's first prêt-à-porter line of clothing. So by cooperation Jacobs provided LV with the knowledge and experience that a designer like him, with an already successful luxury clothing line, only could provide. Now both brands, LV and Marc Jacobs, belong to the LVMH chain of luxury fashion brands. 
So the tools that are most commonly used to create competitive advantage on the luxury fashion market are: innovation and cooperation. But what is the best strategy to create competitive advantage on the luxury fashion market? 

Michael E. Porter suggests that based on the five forces analysis, three generic strategies can be defined that companies could implement to establish a competitive advantage: 
1. The cost leadership strategy: this strategy focuses on offering customers competitively low costs without sacrificing quality and service.

2. The strategy of differentiation: this strategy focuses on offering a product that is unique in regard to competitive products.
3. The focus strategy: the essence of the focus strategy is concentration on a particular product or market segment.

It can be stated that the luxury fashion brands apply two of these three strategies. They apply the differentiation strategy in their innovativeness and exclusivity of their products and the focus or niche strategy when they target the top-end fashion consumer segment of the fashion market. 
The ever changing environment of the luxury market is not the only factor that causes the need for strategies and tools to create competitive advantage for the luxury fashion brands. Now, due to several changes on the luxury fashion market itself, there is the new treat of the mass produced fashion brands that are trying to expand their activities to the luxury fashion segment.  
2.1.3 Threat of new competitors  

The luxury fashion industry targets its products at consumers at the top-end of the wealth spectrum. These top-end consumers are virtually price insensitive and choose to spend their time and money on clothes and accessories that are an indulgence rather than a necessity. For these reasons, luxury fashion brands have for centuries received a high level of customer loyalty from its top-end consumers. 
Several luxury and prestige brands such as Louis Vuitton, Burberry and Chanel were launched in the nineteenth and early twentieth century when a strict social class system defined society and royalty. During this period, designers like Christian Dior, Louis Vuitton and Coco Chanel designed clothes, luggage and leather goods exclusively for the men and women of society. Their work was seen as a form of art that took several weeks and sometimes even months to produce and this was all part of the luxury experience. During this period, it was the norm to literally dress in one brand from head to toe. 

In the present century, the luxury fashion environment has changed. The luxury fashion market has changed due to several factors. First, as stated before, the high-end segment of the consumer group has changed from mostly old family wealth to newly found wealth due to several economic, social, and technological breakthroughs in a growing world economy. The top-end of the wealth spectrum is no longer a very small group but has grown significantly, expanding the luxury fashion target group. Some of the consumer characteristics of this consumer group have also changed. Dressing in one brand is no longer the norm nowadays. Consumers are more individualistic, they are still loyal followers of the luxury fashion movement but they combine several brands and trends to form their own style. 

Secondly, the luxury fashion market itself has expanded due to many new entrants onto the market, lowering the high entry barrier that the industry guarded for centuries. The entrance of these new luxury fashion brands has also given luxury consumers more choice than ever before. As the luxury fashion market of the nineteenth and beginning of the twentieth century consisted of circa thirty brands nowadays the consumers can chose from over a hundred luxury fashion brands.  

Thirdly, the rapid growth of the media and digital information and communications technology has given consumers more ways to gain access to the luxury fashion products. 

Almost every luxury fashion brand has a website where consumers from all over the world can view the latest collections and even order items.  Also the availability of television and a wide range of fashion magazines have made it easier for consumers to see what the latest fashion trends and products are. This has empowered the consumers to become more individualistic and experimental, even mixing luxury items with mass produced fashion in one outfit, something that would have been considered a taboo in the past. 

The result of this change is the phenomenon of “trading-up and trading-down.” The term trading-up describes the way the new-upper class have the ability to trade-up; acquiring luxury fashion. While trading-down is the practice of mixing the use of luxury items with fashion brands. This practice is also popularly called “the democratisation of luxury.” Therefore it is no longer a surprise to find a wealthy celebrity wearing a pair of jeans from H&M, earrings from Chanel, a pair of Jimmy Choo shoes, a shirt from Zara and an LV handbag.  

The phenomenon of “trading-up and trading-down” has created the opportunity for fashion brands to compete with luxury fashion brands. The mass produced fashion brands such as H&M, Zara, Mango and the Gap are redefining their branding and marketing strategies to reflect a “luxurious” appeal to the consumer. As a result, for the first time in their history, luxury fashion brands are facing competition from the mass fashion brands. 
  

The mass fashion brands are playing into the desire of consumers to be individualistic and different by offering the luxury consumer alternatives to their luxury products or complimentary goods at much lower prices. This has enabled the mass brands to go from “mass” to “mass-premium” brands, going from operating on the low-end fashion market to operating on the lowest segment of the premium brand segments. The mass fashion brands are exploiting the new trend of combining luxury fashion with mass fashion. 
Another shift in luxury fashion market that enables these brands to target the luxury consumer is the fact that luxury consumers no longer need to display their status by wearing only luxury brand items but status can also be displayed by just wearing a luxury brand handbag or watch.   

Another factor that has enabled the fashion brands to market themselves as premium brands is the manipulation of the marketing mix strategies to be similar to those of the luxury brands. A typical example is the introduction of limited edition clothes and accessories or the recent shift to advertisement in high-end fashion magazines like Vogue, which were previously only reserved for the luxury fashion brands. Viewing an H&M advertisement next to a Chanel or a Hermès advertisement in Vogue gives them the opportunity to target the same consumer group.  In addition, the mass-premium brands now open stores in the best locations in fashion capitals like New York, Paris, Milan and London. 

Another example is the teaming up of legendary luxury fashion designers with the mass fashion producer H&M. Designer of the House of Chanel, Karl Lagerfeld and Roberto Cavalli, both designed a limited edition collection for the H&M stores. 

Al these new developments on the luxury fashion market raise questions like: Are mass fashion brands gradually becoming luxury fashion brands? And do luxury fashion brands need a different marketing approach than the mass fashion brands?

Chapter three and four of this thesis will try to answer these questions by comparing the marketing approach of luxury fashion brands to those of mass fashion brands and providing recommendations and conclusions.  

2.2 Luxury fashion consumers
Today’s luxury fashion consumer is different from wealthy consumer of the past. In the past the luxury fashion consumers were very brand orientated, they where very brand loyal and used to dress in one brand from head-to-toe. But the luxury fashion consumer has evolved; they are more product orientated rather than brand orientated, they are more loyal to the luxury fashion industry rather than one single luxury fashion brand and they have a individualistic style that allows them to combine different brands. This shift in consumer characteristics has resulted in the following consumer segments on the luxury fashion market:
1. The traditional luxury consumers: these luxury fashion consumers are still very brand orientated and loyal to established brands like Hermès, Christian Dior and Chanel.  

2. The new luxury consumers: this new luxury consumer group is no longer attracted to only a brand name and brand image but they want a complete package of products that offer solid value through innovation and exceptional experience and service in every aspect of the brand. 

Although the traditional and new luxury fashion consumers are very different when it comes to their consumer characteristics, what they do have on common is that they purchase products to fulfil consumer needs. 
2.2.1 The decision-making process 
When consumers buy products they are looking for a solution to a problem or need and luxury fashion products form a part of those solutions. Some of these needs are related to the consumers’ identity, personality and lifestyle. Luxury fashion brands help consumers define and display their identity, personality and lifestyle. The way that consumers chose a luxury fashion brand, that can help them communicate this definition to others, is by choosing a brand that they can associate with; brand association. This psychological process that consumers go through is stimulated by the branding process in the luxury fashion industry and results in product purchases. 
  
Consumers offer their trust and loyalty to a brand with the understanding that the brand will deliver on its promises and exceed their expectations.  If this process is successful it results in consumer loyalty which is very important in the luxury fashion industry. The expectations that consumers have while purchasing a product are both functional and psychological. For instance, while buying a Dior coat the functional expectations are practical like keeping warm while going out. But the psychological expectations of buying a Dior coat are far more important to luxury fashion consumers. These psychological expectations and needs that are fulfilled by buying and wearing a Dior coat include fulfilling ego and self-esteem, reinforcing social status and portraying a certain self-image. And these psychological expectations and needs are what the luxury industry thrives on.  Although both functional and psychological expectations are delivered by the luxury fashion brands, the value of luxury fashion brands for consumers lies in the psychological benefits. 
2.2.2 The purchase-decision process 
To get more insight in the decision making behaviour of luxury fashion consumers the purchase-decision process and purchase behaviour of these consumer needs to be analysed. One of the ways to do this is by analysing the consumer purchasing aspects displayed in the following table.
Table 2 – Model to analyse the purchase-decision process of consumers
	What
	consumers buy (products and services)

	Why
	consumers buy a product (expectations, needs)

	Where
	do consumers buy (location)

	When
	consumers buy (convenience)

	How
	consumers buy (channel)

	Why
	they prefer a product (benefits)

	How
	often they buy (frequency)

	Will
	they buy again (loyalty) 


What consumers buy - Luxury fashion consumers do not just buy luxury fashion products but they buy a complete package of experiences, psychological benefits and a brand identity made up of the product and the brands characteristics.
Why consumers buy a product - As stated before, consumers do not just buy luxury fashion products to fulfil functional expectations but they buy these products primarily for the psychological expectations and needs that these products fulfil. 

Where do consumers buy - Luxury fashion products are mainly bought in countries where these products are part of the luxury lifestyle and where luxury fashion is prominently present.  Traditionally the consumer base of luxury fashion was concentrated in Western Europe and the US and mainly in countries like France, Italy and England. But now with the uprising of the new economies, the consumer base has also shifted to countries like Japan, China and Russia. 

When consumers buy- As luxury fashion products are not seasonal products they are bought throughout the year but the collections are divided into seasons (autumn, winter, spring, summer) so in this respect the collections for for instance winter are mostly bought in autumn or winter itself. Luxury fashion products are also luxury products so they are not a necessity; therefore the purchases are mostly opportunity purchases rather that planned purchases. 
How consumers buy- Luxury fashion consumers buy these products primarily in the brand stores located all over the world because this way they get the full product experience and selection process. Although other shopping channels like online and mobile shopping are gaining popularity among luxury fashion consumers.

Why they prefer a product - Related to the question: why they buy a product? Luxury fashion consumers prefer luxury fashion products because of the added emotional and psychological benefits of these products. These products give them the opportunity to display there identity, personality and lifestyle to others which makes these products extra appealing. 
How often they buy- Luxury consumers buy luxury fashion products as frequently as is practical and financially possible for them. As these consumers do not evaluate the purchase decision on a logical basis but more on an emotional basis the frequency sometimes even exceeds the practical and financial possibilities.  For some of these consumers the urge to own the newest and most luxurious fashion items is a constant driver in their purchase behaviour. 

Will they buy again - What is on the market today is already old-fashioned, this is the rule in the luxury fashion industry so the consumers of luxury fashion have to be repeat purchasers to keep up with this ever changing market. The traditional luxury fashion consumers are very brand loyal and have the tendency to only buy items from their favourite brands. The new luxury fashion consumers are more loyal to the luxury fashion industry itself than to one particular brand.  

2.2.3 The new luxury fashion consumers
The new luxury fashion consumers are different from the luxury fashion consumers of the past because of the fact that current the luxury fashion market is different. The new luxury consumers have over a hundred luxury fashion brands to choose from and their insight into what is available and the brands themselves has increased through use of the internet and modern media coverage. The luxury fashion consumers have become individualistic and smart in their product purchases.  They base their fashion taste and product choices on their own style, needs and the newest fashion trends that appeal to them. 
Also through the globalisation of the luxury fashion market, the luxury fashion consumer base is no longer restricted to Western Europe but the marketing communication efforts of the luxury fashion brands now reaches consumers all over the world. 

Another factor that has changed the luxury fashion consumers is the trend of living healthy and staying young. This results in mothers and daughter wearing the same luxury fashion products and a consumer base that consist of all age categories.  

Although the new luxury consumers are described as very individualistic the following consumer characteristics are applicable to the whole segment:

1. The new luxury consumer is smart and intelligent; they only respond to smart and meaningful marketing communication. They cannot be fooled by empty messages but they expect the brand to deliver on its promises and fulfil their expectations or else they look for alternatives.  
2. The new luxury consumer is powerful: the power in the luxury fashion market has shifted from the brands to the consumers. They have so many brands, shopping channels and products to choose from that they determine what they buy and are not longer depending on the brands to choose for them. This has even resulted in the fact that historic luxury fashion brands are extending their product line with lesser priced items or even creating sub brands like Prada did with Miu Miu. 

3. The luxury fashion consumer is highly demanding: they have so much at their disposal that they need shopping assistants, personal shoppers and stylist to help them choose and create their own style. This also results in the trend of customization on the luxury fashion market to create items that are one of a kind and unique to meet the consumers’ high demands. 

As a result of these consumer characteristics the luxury fashion brands need to be more consumer-orientated that ever before. In the next part of this chapter the focus will be on how this translates into the management process of the luxury fashion brands. 
2.3 Luxury fashion management
The core goal of luxury brand management is the same as it is on any other profit driven market; to create brand value in order to achieve as much financial gain as possible. The way to achieve this is by following the seven steps of the branding process and through strategic thinking, creativity, clarity and consistency creating a brand.  

Figure 6 – The luxury fashion branding process
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The luxury fashion market revolves around branding. The most important goal for a luxury fashion producer is to create a strong brand identity or else they will not be able to compete on the luxury fashion market where everything is IMAGE. Branding is the core of the marketing and business strategies of a luxury fashion producer. This is because a luxury fashion brand has to be able to create emotional and psychological benefits for the consumers in order to create financial value for the producer. To simplify a strong brand identity means high brand equity and high profits for the producer in a market where everything evolves around being the best designer and creating brand value. 
The key tools for luxury fashion branding are differentiation and emotional appeal. The differentiation aspect is predominantly seen in a distinctive style of design and brand image. For instance when consumers see tweed and pearls they instinctively think of Chanel. This is because Chanel has differentiated itself through these specific product attributes that also serve as a signature for the brand. Differentiation forms a part of the tangible aspects of branding as emotional appeal forms a part of the intangible aspects. Emotional appeal connects with the consumers’ psychological expectations, sensitivity, intelligence and personality. In the current luxury fashion market where the consumer is overwhelmed with a wide variety of choices, purchase decisions are mostly based on brand choices. This means that the brand that is the most consistent in emotionally appealing to consumers through differentiated product offerings will generate the highest level of consumer loyalty. 

But how can a brand differentiate itself from the competitors on the market and create emotional appeal? 
One of the most important tools for luxury fashion producers to create differentiation and emotional appeal is: product design. At the head of every leading fashion house is a fashion designer that uses distinctive and innovative design to stay running in a market where the rule is: one day you’re in, the next day you’re out. Designers like Coco Chanel and Christian Dior have created true fashion imperia with their distinctive use of fabrics, their innovative and at the same time timeless designs. The strength of these luxury fashion designers lies in the fact that they recognise that the art of products design, innovation and aesthetic beauty can only be effectively portrayed by creating a strong brand identity that appeals to the emotions of consumers. Branding is the core of the luxury fashion industry while design and creativity are its drivers. 
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This brings forward another important factor in the luxury branding process on the fashion market namely: the concept of innovation. Luxury fashion strives for innovation, to differentiate and to appeal to the consumers. This is because the fashion business is extremely forward-thinking; fashion that is on the market today is already old-fashioned. Consumers expect the luxury fashion brands to be innovative in designing products and creating trends. Consumers expect the luxury fashion designers to understand their ever changing taste and to know what they want before they do. The luxury fashion brands need to analyse the current trends, evaluate what needs to be changed and produce innovative products and create the future fashion trends. But they can only do this if they have a strong brand image because the consumers only respond to trends that are set by the brands with the strongest brand images in the business. 
Figure 7 - Coco Chanel
The power and importance of branding on the luxury fashion market is very visible but what makes the branding process such an important process in the luxury fashion industry? 
Luxury brands set the latest trends for every new season during the fashion weeks of New York, Paris, Milan, London and every other prominent city in the fashion industry. In the past century, haute couture designers like Valentino and Christian Dior declared the colour and cut trends for every season through their designs. Nowadays the designers who set the trends are gradually changing because of the entrance of new designers, new brands and new products on to the luxury fashion market. But if Marc Jacobs, the current head designer at Louis Vuitton, declares white the new fashion colour for spring, the spring collections will be predominantly white. And if Karl Lagerfeld at Chanel decides that the Hobo bags are out and clutch purses are in, than clutches are the must-have fashion accessory for that season. Designers tell the public what to wear and what not to wear, indirectly determining the taste of the whole fashion society. This raises the question; why do fashion designers have such power over the consumers and even the whole fashion society? 
The answer is simple: the luxury fashion brands have the power of BRANDING. The head designers of the major luxury fashion brands like: Chanel, LV, Dior and Valentino have such power because the brands themselves have so much power over the fashion industry. And this at the same time answers the question about the reason why the branding process is so important for the luxury fashion industry. 
In the following part of this chapter the marketing communication strategies will be analysed that are used through out the branding process and to eventually create brand value.  

2.4 Luxury fashion marketing 
To analyse the marketing strategies that are used on the luxury fashion market the similarities that can be distinguished in the marketing mix of the different luxury fashion brands will be discussed. 

2.4.1 Product 
Luxury fashion products have two dimensions: the tangible benefits and the intangible benefits. The tangible benefits of a luxury product are characterized by the following product features:

1. Innovative, creative and appealing product design and packaging

2. Classic and timeless products

3. Extremely high quality materials

4. Craftsmanship

5. Manufacturing precision

6. Rapid design turnover

While the intangible benefits of luxury fashion products are made up of the brand dimensions, the retail atmosphere, the customer service and the guarantees. 
Luxury fashion products are designed to satisfy consumer needs both functional and psychological. As stated before, luxury fashion consumers primarily purchase these products to satisfy their psychological need. The way that the luxury fashion brands create these psychological benefits is by building very strong branding concepts for their products. The tools they use to create these strong brand concepts are: the name of the brand, its country of origin, its history, its logo, its colours, its design, its language and its total offerings. This concept results in a brand image and leads to brand awareness and brand loyalty. Consumers use these luxury fashion products to project their own image and as status symbols that portray their good taste, prestige and superiority. 

While creating marketing strategies for their products the luxury fashion producers put great emphasis on the branding elements as their products are evaluated and purchased based on emotional aspects rather than functional aspects. This resulted in for instance creative and emotion-provoking product names like: Christian Dior’s: ‘J’adore’ or Hermès’ signature Kelly bag named after glamorous Hollywood actress and princess Grace Kelly. 
To compete on today’s luxury fashion market luxury fashion brands also follow the strategy of expanding their product portfolio. Almost every luxury fashion brand nowadays has a multi-product range some of them while maintaining a single brand approach while others switch to a multi-brand portfolio. The single-brand approach means that they produce products like clothes, bags, shoes, sunglasses, watches, jewellery, etc. but all under the same brand. This approach is mostly used by the more historic brands like Hermès, Chanel, Valentino and Hermès. While others like Armani produce a multi-product range under a multi-brand portfolio which includes: Giorgio Armani, Emporio Armani, Armani jeans, Armani Collezioni, Armani Junior, Armani Casa and Armani exchange. 
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Figure 8 – Armani’s multi-brand strategy
2.4.2 Price

Pricing is an important aspect of the marketing and branding strategy as it is the initial indicator of a brands position and luxury status for consumers. Luxury fashion brands have maintained the premium pricing strategy for several reasons:

1. To emphasize their brand strength, high quality and exclusivity

2. To differentiate them from the mass and premium fashion brands on the market

3. To target the premium, wealthy target segment of the consumer market

The reason why they can maintain this premium pricing strategy is because their target consumer group is virtually price insensitive and has the highest spending power, as the luxury fashion brands target the wealthiest consumer group on the fashion market. 
Another reason is that luxury fashion brands do not compete on a price level. This means that they do not have to look at their competitors to determine their own pricing levels. This is because they mainly achieve sustainable competitive advantage by differentiation and cooperation rather than changing their price levels. 
2.4.3 Place

Luxury fashion brands use an exclusive distribution strategy to make their products available for their target group. This is because the luxury fashion retail channels are most effective when they meet the consumers’ needs in terms of location, exclusivity and product assortment. The luxury fashion brands have to protect their brand by only choosing the most exclusive and high quality locations to maintain their luxurious brand image.  This is also why luxury fashion brands rarely make use of middlemen, licences and franchises. They try to keep the control over their distribution channels.  

There are four distribution channels that the luxury fashion brands currently use to make their products available to the consumers: 
 
1. Directly owned stores (DOS), which are used as a stand alone store or retail space within a premium department store. 

2. Licence operations through third parties.

3. The internet, which has become a challenging channel for the luxury fashion brands because they need the follow the trend of internet purchasing but they want to stay exclusive at the same time. 
4. Catalogue mail-order, which is a more traditional way to reach a selective part of the consumer group while maintaining the high level of exclusiveness. 

To keep the high service level that luxury fashion consumers expect intact, luxury fashion brands use three kinds of service distribution channels:
1. In store service

2. Consumer call centres 

3. Online service points
2.4.4 Promotion
The most important factor to keep in mind while designing a promotional message is that the message is targeted at the right audience: the luxury fashion target consumer group. As stated before, the luxury fashion brands target their marketing communication efforts at the top-end consumer group within the fashion market. This consumer segment comprises of consumers that have the highest spending power, are virtually price insensitive, that are demanding, individualistic, intelligent and powerful. 

Promotion is very important aspect in creating brand awareness and loyalty among the target consumer group of the luxury fashion brands.  So it is imperative that they use intelligent and creative marketing communication to reach their target group. The most commonly used promotional mediums and communication tools that are used within the luxury fashion sector are:

1. Advertising 

2. Direct marketing

3. Personal selling

4. Public relations and sponsorships
5. Celebrity endorsements
Advertising
Advertisement is the way to reach the mass market but as luxury fashion brands are niche brands their advertisements are tailored towards a specific consumer group; the luxury fashion consumers.  Advertisements of luxury fashion brands are a means of communicating the brands concept: their history, development, identity, image and products. As advertisement is the main tool to enhance the brands visibility on the market luxury fashion brands allocate a large percentage of their budget to advertisement. The advertisement budget of the average luxury fashion brand is between 10 and 40 million Euros a year.
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The most commonly used advertisement tool are adds in high-end publications; fashion magazines, business publications, etc. The most important publication on today’s luxury fashion market has to be Vogue magazine. The magazine, which is also called the fashion bible, is the source of all the latest trends and must haves for the female luxury fashion consumers. Vogue is published in over 15 countries around the world and sells millions of editions monthly and now even has launched a men’s Vogue.    


         Figure 9 – Cover Chinese Vogue
Television is also used by luxury fashion brands to advertise their products but only for their lower-end product lines like for instance: perfumes, watches or sunglasses. The real essential luxury fashion products like the clothes and leather goods are only advertised in high end publications. The only form of television advertisement that is used to promote the top-end luxury products is product placement in TV series. Like for instance Hermès did in the TV series Sex and the City where a whole scene in the series was dedicated to the Hermès Birkin bag. 

Another medium of advertising that is only applied to the marketing communication of the lower-end product lines is the use of billboards. But this communication tool is only used in countries like France where luxury products are part of the lifestyle and culture. In a country like France it would even be possible to use billboards to advertise a luxury fashion handbag because of the integration level of luxury fashion into French culture and lifestyle.
The way that advertisements are setup is always with the brand concept and identity of the luxury fashion brand and their target group in mind. The advertisements are always exclusive, luxurious and use the best photographers and feature the most famous models and actresses to display their clothes and accessories. They use every part of their brand concept to sell their story and identity to the consumer and make them more visible and recognisable.  
Direct marketing
This form of promotion leads to direct interaction between the luxury fashion brands and their consumers. The goal of direct marketing is to create purchase behavioural response in the form of information seeking or direct product purchases. Direct marketing in the luxury fashion segment is used in the form of catalogue and direct mail. This form of promotion is one of the fastest growing promotional tools, but is rarely applied in the luxury fashion sector. The only direct marketing tool that almost every luxury fashion brand uses is the selling or distributing of catalogues both in hard copy or online. 
Personal selling
Personal selling has manifested itself in various forms in the luxury fashion sector. The most prominent form is fashion shows. Fashion shows are a way for the luxury fashion brands to come in direct contact with their consumers. The fashion show are organized four times a year, one for every season, and also during the major fashion weeks of Paris, London, New York and every other prominent fashion city in the world. Due to the innovation characteristics of the luxury fashion industry the collections for every season are showed two seasons ahead, for instance the collections of spring and summer 2008 where featured in fashion shows during November 2007. 
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Figure 10 – Yves Saint Laurent fashion show during Paris fashion week 2007
Another ways of that personal selling that are applied in the marketing strategies of the luxury fashion brands are: private shopping programmes, special customer events, private product previews, online privileged information access and sample sales. 

Personal selling in the luxury sector usually involves the presents of the creator; the designer to explain the brand identity and products to the consumers and press. 

Public relations and sponsorships
Public relations in the luxury fashion industry are used to create goodwill among the consumers and stakeholders of the luxury fashion brands and to influence people’s views of a brand and its offerings. In the luxury fashion sector public relations are also used to persuade the target audience of the authenticity of the brands. 

Public relations messages are often more credible than paid advertisement because they are used in the form of a story which is more recognisable than just an image. They also create what people call a media buzz around the brand or product.  
A few example of public relations in the luxury fashion sector are: the auctioning of specially designed luxury fashion products for charity, the organization of a fashion show for a good cause or even creating a line of products and creating the profits to a specific cause like Armani did with their redline of clothes, accessories and perfumes for the aids fund. 
Sponsorships in the luxury fashion sector are given to people who operate within the sector like sponsoring young fashion designers, photographers and models or sponsoring outside the sector. 

The sponsoring outside the sector can be of people or events like Pierre Cardin did by sponsoring an art exhibition in the company’s private gallery. Sponsorships aim to achieve the reinforcement of the good brand image and the brands credibility. When consumers have enjoyed a sponsored event this also creates brand loyalty. 
Celebrity endorsements
Celebrity endorsements are used by luxury fashion brands to create a connection between the brand and a celebrity in the eyes of the consumers. Celebrity endorsements can be utilised in two forms: using the celebrities as the face of the brand or a product, or by celebrity sponsoring. The last form means to make agreements with of send collections to celebrities that the designers want to be seen wearing their clothes. This form is only used with celebrities that are most famous and recognisable to the public. The luxury fashion brands use this kind of marketing strategy because when a celebrity wears their dress to a red carpet event like the Oscars it gets so much exposure that the visibility of the brand and brand awareness increases tremendously. Also because certain celebrities have a lot of fans that look at these celebrities for what to wear and the latest must haves. So when these kinds of celebrities are seen wearing the brands products the sales of these products increase. 
Very often the traditional form of celebrity endorsement, where a celebrity is paid to become the face of a brand or product, is used by luxury fashion brands. But this form has also shifted form only using the most famous celebrities to target the whole consumers group to also using recognisable icons from certain cultures to promote their products to a selective part of their target group. Like LV is now doing by featuring Mikhail Gorbachev in one of their latest advertisements. This phenomenon is cause by the uprising of new luxury consumer segments in countries like Russia, China, etc. 
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Figure 11- An LV advertisement featuring Mikhail Gorbachev 

In the following chapter the marketing strategies of Chanel and Hennes & Mauritz will be analysed in the form of a case study to explore the differences and similarities in the marketing strategies of luxury and mass produced fashion brands. 

Chapter 3 – Case study: Chanel vs. Hennes & Mauritz
To get a better view on how the luxury fashion brands target their consumers in comparison to the other fashion brands on the market a comparison needs to be made. This case study will explore the differences and similarities between the marketing strategies of the established luxury fashion producer Chanel verses the mass fashion producer Hennes & Mauritz. The comparison will be made by looking at the target group and marketing mix of both fashion brands and an analysis of the similarities and differences. 
3.1 Target group 
The brand Chanel belongs to the luxury segment of the fashion market while the brand H&M is considered to be a mass fashion brand.  The way that they are positioned on the market reflects their targeting process, as Chanel targets its marketing communications to the highest end segment of the fashion consumer market. While H&M targets the masses with their marketing communication efforts, meaning that H&M does not apply a niche strategy to their marketing communication like Chanel does. 

There are also differences in consumer characteristics between the target consumer groups of both brands. The consumer segment that is targeted by Chanel consists of consumers with the highest spending power on the fashion market. These consumers are virtually price insensitive, individualistic, intelligent, powerful and highly demanding. The traditional luxury fashion consumers, that are also part of Chanel’s consumer base, are very loyal to the brand and its offerings. 

H&M targets the masses on the fashion market, which means they do not target one group in particular but everyone who is attracted to their product offerings and can relate to their brand image. This means that there is no typical H&M consumer but there are some consumer characteristics that are applicable to the H&M consumer base. The H&M consumers value the following attributes of the H&M offerings: the low prices, fashionable design, broad assortment, accessibility and quality of the products and good consumer service. H&M consumers do not apply great value to exclusivity or individualism because the H&M products are available to the whole market and are mass produced and distributed. H&M consumers do not have a high level of brand loyalty but a display a high level of repeat product purchases. 

But due to recent changes on the fashion market H&M now also appeals to the top-end segment of the fashion consumer market. The cause of this shift is the phenomenon of trading-down, which describes the way luxury fashion consumers now mix their luxury fashion items with mass produced fashion, and the way that the brand is trying to reposition itself to become a premium mass fashion brand. H&M is playing into the trend where mass produced fashion brands are redefining their branding and marketing strategies to reflect a “luxurious” aura to the consumers to also appeal to the consumers of premium and luxury fashion. The way this faze of repositioning reflects on H&M’s marketing strategies and if their strategies are becoming similar to those of luxury brands like Chanel will be further analysed in the following parts this case study.   

3.2 Product offerings 
The product offerings of a luxury fashion brand like Chanel have two dimensions the tangible benefits and the intangible benefits. The tangible benefits of Chanel’s products are characterised by the following product features: innovative but also timeless design, extreme high quality materials, craftsmanship and rapids design turnover. While the intangible benefits of the products are made up of Chanel’s specific brand image, the emotional benefits of prestige, self-esteem for consumers and the retail atmosphere, the high standard of customer service and the guarantees. 

Chanel has a specific style of design that has been used since its foundation in 1910 by Gabrielle Coco Chanel. The use of tweed, the colour combination of black and white and the usage of pearls all make up the distinctive product attributed that characterise the design concept that Chanel stands for. Chanel’s brand identity can be described as being audacious, a perfectionist, unique, passionate and a visionary
. 

H&M’s product offering are more one dimensional than those of Chanel. The products of H&M are of fashionable design and quality materials but as H&M is a trend follower rather than a trend setter like Chanel their style in not innovative or unique. As H&M is repositioning itself the retail atmosphere and customer service are also improving and can be seen as intangible benefits.  H&M is also building on a strong brand image while Chanel already has one and H&M products do not provide consumers with the emotional benefits of self esteem and prestige.  

Chanel lays great emphasis on the emotional benefits of their products and their strong brand image while implementing their marketing strategy of product differentiation. While H&M follows more of a cost leadership strategy as their brand image implies: “Fashion and quality at the best price”.
  

Through the years Chanel has adopted a multi-product range while maintaining a single brand strategy. Chanel’s product range consists of four product categories:

1. Fashion: consisting of Apparel and Leather goods and accessories

2. Perfumes and cosmetics

3. Watches and fine jewellery

4. Eyewear

Table 3 – Chanel’s product range
	         Chanel’s product range
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Chanel fashion products are restricted to women’s fashion while their other product categories include a men’s line. 
H&M also offer a multi-product range while maintaining a single-brand strategy. The product range of H&M also consists of four product categories:
1. Fashion: collections (women, men, kids, divided, &denim) and fashion accessories (“leather” goods  and eyewear)

2. Cosmetics

3. Jewellery
Table 4 - H&M’s product range

	H&M’s product offerings



	Fashion

	      Jewellery

	            Cosmetics

	Collections

	Bags & wallets

	Shoes



	Belts &shades



	Leather goods & accessories



	Women

	Men


    


	Kids

	Divided

	Denim


Chanel reinforces its product differentiation strategy by offering limited editions. This strategy play’s into the trend of individualism among its consumers and it differentiates its products from its competitors. Like the new limited edition Diamond forever classic bag covered in diamonds and made of white crocodile leather. 

H&M also play’s into this trend by offering limited collections in cooperation with major luxury fashion designers like: Karl Lagerfeld, Victor & Rolf, Stella McCartney and Roberto Cavalli. 
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Figure 12 – H&M collections
3.3 Place
Chanel uses a selective distribution strategy to maintain its exclusive image. The distribution cannel that Chanel uses is: 

Direct owned stores (DOS), in both forms; stand alone stores and retail spaces within 
high-end department stores like Lafayette in Paris or Bergdorf’s in New York. 

Chanel products can only be purchased in the Chanel stores. The collections that are displayed on the website and in the catalogue can only be viewed. However, the Chanel website does offer a store locator that informs consumers where the products are available. 

H&M uses a mass distribution strategy to make their products as widely available as possible.  The distribution channels that H&M uses are:

1. Direct owned stores: H&M has two kinds of stores namely; big full-range stores (featuring all the collections) and smaller concept stores (featuring one or two collections). They also have stores in shopping malls but they do not utilize retail spaces within department stores like Chanel does. 

2. Wholly-owned subsidiaries and franchises: as H&M is so massive they cannot monitor everything so they make use of these distribution channels to share some of the responsibility.

3. The internet: H&M collections can be viewed and purchased through the website and online stores.

4. Catalogue mail order: H&M offers a free catalogue subscription from which consumers can order through mail order, online stores or by phone. 

Chanel owns and operates its entire product production channel while H&M out sources its production to around 700 independent suppliers in primarily Asia and Europe
. But they both use a global distribution strategy. 

What Chanel and H&M do have in common is their selection of location choices for their stores. Although Chanel is more exclusive in its store locations, H&M has also adopted the strategy of placing its stores in the best location on shopping streets and in shopping centres, whether it is in a fashion metropolis such as London or New York or in smaller towns. 

Chanel utilises this strategy to reinforce its overall exclusivity, niche and differentiation strategies. While H&M uses this strategy to reinforce its repositioning strategy to become a mass-premium fashion brand with a luxurious appeal.  

The only difference is that the Chanel stores themselves are much more luxurious than the H&M stores. Chanel stores all have a very luxurious aura and design and offer quality service like personal shop assistance, stylists and tailoring. Chanel stores also carefully display their products to provide the best visibility for their consumers. While H&M stores are setup massively that consumers often don’t get a complete view of its offerings. 

A part of the new repositioning strategy of H&M is the opening of new chain of stores called: Collection of Style (COS). COS is a new fashion concept which combines the attention to detail of ready-to-wear fashion design with down-to-earth pricing; making aspiring fashion attainable to the mainstream.

Figure 13 - Chanel store in Paris                              Figure 14 – H&M store in New York
3.4 Pricing
Chanel uses a premium pricing strategy as their consumers view a premium price as an initial indicator of luxury and quality. Chanel can maintain this premium pricing strategy because of their premium brand image and the fact that their consumers have high spending power and are virtually price insensitive. They do however offer products that are of a lower price levels like perfumes or sunglasses but they even there they position themselves in the premium price segment to maintain the exclusivity strategy. 

H&M uses a low pricing strategy to realise their brand image and objective of providing fashion and quality for the best prices. This strategy is also what has made H&M so successful; the fashionable products at low price levels is what makes H&M appealing to the fashion consumers and enables them to reach the masses. 

3. 5 Promotion
Both brands use different promotional tools to market their products but what is the main message that they want to get across and what are the wanted results? 

Chanel’s main message that forms the basis of all its marketing communication efforts is based on the brand’s concept and identity. Chanel uses its brand concept to tell its story which is reflected through the name of the brand, its country of origin, its history, its double cc logo, its colours black and white, its design, and its language. All these aspect of the brands concept are constant factors in every part of it marketing communication. Chanel uses these aspects to create an exclusive, historic, luxurious and unique appeal for its consumers. They want to be seen as being audacious, a perfectionist, unique, passionate and a visionary luxury fashion brand. 

Chanel’s marketing strategies are aimed at positioning the brand and all its offerings as a luxury fashion brand in the mind of consumers. They want to create brand awareness and a distinctive brand image among consumers to eventually create brand loyalty and value. 

H&M’s main marketing message is far less complex that that of Chanel, H&M wants to position themselves as a brand that offers fashion and quality for the best prices to reach as many consumers as possible. Although they are now trying to position themselves as a premium-mass fashion brand to expand their overall brand appeal. This is also noticeable in their use of promotional mediums and tools. 

H&M and Chanel both use a wide range of promotional tools to get their marketing message across. 

3.5.1 Advertisement

Chanel’s advertisement for the fashion section of their product offering is restricted to the high-end publications. Chanel advertises their clothes and accessories in fashion magazines like Vogue and Elle. Their other products are also advertised in premium publications, middle class magazines, by TV advertisement and on billboards. 

H&M advertises their fashion collections in all ranges of publications from new papers to fashion magazines. As a part of their new repositioning strategy they now also place their advertisement is high end publications like Vogue. Viewing an H&M advertisement next to a Chanel gives H&M the opportunity to target the same luxury fashion consumer group. Also the appeal of H&M’s TV commercials has become more luxurious than before as part of the repositioning strategy. H&M also uses billboards and internet advertisements. 

3.5.2 Direct marketing

Chanel makes minimal use of direct marketing by only offering a product catalogue online as well as by mail order. H&M makes more use of direct marketing by use of direct mailing and catalogue distribution online or by subscription. 

3.5.3 Personal selling

For Chanel fashion shows are one of the most important parts of its marketing communication strategies. Chanel is present in every major fashion week in the world next to the fashion shows that are organised by the brand itself and are held four times a year. Chanel also uses other forms of personal selling like private shopping, special customer events, private product previews and sample sales. Chanel again maintains the exclusivity strategy by being very selective in whom they invite to their fashion shows and events. The guest lists commonly include the major heads of the fashion world like Vogue’s Chief and Editor Anna Wintour and a wide range of celebrities. 

H&M recently began using personal selling as part of its marketing communication. The only form that they use is fashion shows. The most recent fashion show was held in New York’s Central park and was a great hit among fashion consumers and celebrities that where invited. 
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Figure 15 – Chanel fashion show during Paris fashion week
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Figure 16 – H&M fashion show in New York

3.5.4 Sponsorship

Sponsorship is not an important part of the marketing communication of both brands. Both Chanel and H&M sometimes use this kind of promotion to create goodwill among the consumers and stakeholders of the luxury fashion brands and to influence people’s views of a brand and its offerings. Chanel sponsors mostly events like an exposition at the Met in New York, while H&M sponsors mostly people like the Swedish horseracing team. 
3.5.5 Celebrity endorsements

Chanel also promotes its products and brand by using both forms of celebrity endorsements. They use famous actresses like Nicole Kidman and Keira Knightley to promote their fragrances in magazine advertisements, TV commercials and on billboards. 

They use the other form of celebrity sponsorship to target the luxury fashion consumers. They build up relationships with celebrities that they want to be seen wearing their products and dress only the most famous actresses for events like the Oscars. Celebrity sponsorship forms a major part of the marketing communication of Chanel as it connects the brand to celebrities and their following of fans. 

H&M also uses celebrity endorsement by using celebrities like Madonna and Kyle Minogue to promote a line of clothes that were designed for and by these celebrities. The collaboration with famous fashion designers like Lagerfeld and Cavalli can also be seen as celebrity endorsement because these designers not only design but also promote the limited collections for H&M.  

Chapter 4 – Recommendations
The analysis of the luxury fashion market has led to several strategic implications for luxury fashion brands. The evolvement of the new luxury consumers and the threat of new competition are important factors to keep in mind while setting up and formulating the overall corporate strategy. Understanding the new consumers and competitors is crucial to stay running in the fast changing luxury fashion environment. After analysing the luxury fashion market the following recommendations can be by made:

1. Luxury brands must remain innovative and forward thinking in every aspect of their corporate strategy. This means not only in their design but also in their marketing communication efforts. 
2. Luxury fashion brands have to keep analyzing their consumer group and stay as consumer orientated as possible in setting up their marketing and branding strategies. 
3. Luxury fashion brands need to stay aware of every trend and shift on the fashion market so not only on their own luxury fashion segment. 

4. Luxury fashion brands must embrace the mass fashion brands as complementary rather than competitors. 
5. Luxury fashion brands have to have a clear brand and market positioning strategy and stay branding orientated. 

6. The luxury fashion brands must never compromise their luxury image and prestige status. 

7. The luxury fashion producers must stay consistent in the quality and innovativeness of their product offering. As the golden fashion rule is: you are only as good as your last collection. 

In the following chapter a conclusion will be provided based on the information received in previous chapters and the case study. 
Chapter 5 - Conclusion

Based on the analysis of the luxury fashion market in chapter 2 of this thesis and the analysis the differences and similarities of the luxury fashion brand Chanel and mass fashion producer H&M provided in chapter 3 the case study. The following answer can be given to the research question: ‘Do luxury fashion brands need a different marketing approach than regular fashion brands?’ 

Luxury fashion brands most definitely need a different marketing approach than mass or premium fashion brands. The most important reason for this is the exclusivity status and prestige image of their product offerings. As stated before, their product offerings are evaluated and purchased based on their emotional benefits. The luxury fashion consumers purchase these products to display status, wealth, prestige and superiority. Therefore the luxury fashion brands need to create a brand that can offer these emotional benefits by implementing an exclusive branding and marketing strategy.  The way that they differentiate themselves from the mass and premium fashion brands is by offering high quality goods of innovative design against high prices and by applying exclusive promotional, branding and distribution strategies. 

The luxury fashion consumer segment is also increasing.  Due to the growing world economy the luxury fashion consumer segment is expanding to countries like China, Japan and Russia so the demand for luxury fashion products is also increasing.  The way that luxury fashion producer need to play into this opportunity is by applying their niche strategy to targeting these geographical consumer segments. Louis Vuitton is effectively applying this strategy by using customized celebrity advertisements featuring Mikhail Gorbachev to target the Russian consumer segment, as can be seen in paragraph 2.4.4 of this thesis. 

The way that luxury fashion brands need to approach the treat of the competition from mass fashion brands is by seeing them as complements rather that competition. The mass fashion products can never function as substitutes for luxury fashion products as they can never offer the same quality, craftsmanship, exclusivity, level of innovation and do not have the same brand strength as the luxury fashion brands. The mass fashion brands are playing into the trend of trading-down and the new luxury consumer characteristics by trying to reposition themselves to become premium-mass fashion brands. The effect that this will have is that their products will be used as complementary goods for the luxury fashion items but the mass fashion brands will never be able to enter the luxury fashion market. They can however also target the luxury fashion consumers as part of their target group but this is no threat to the luxury fashion producers as their product offering are not the same. 
In conclusion the luxury fashion brands need to maintain their exclusivity strategy in every aspect of their branding and marketing approach to continue to create as much brand value as possible. 
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Appendix 1 – Luxury goods index

Due to the fact that luxury brands operate on such a wide range of product markets it is hard to get a good overview on what product categories belong to the luxury market. But three main categories of luxury goods can be defined; the home luxury goods, personal luxury goods and the experiential luxury goods. The luxury goods index below will give a detailed overview on which luxury products belong to which category. 

Home Luxuries 
· Art and Antiques (already-framed reproductions; unframed reproductions; custom-framed art or reproductions; other custom framing; original art; sculpture, statues, 3D art; antique furniture and collectibles; wall decor)

· Electronics and Photography Equipment (Computers; iPods and other MP3 devices; cameras; cellular phones; televisions; DVD/video players; audio equipment; home entertainment systems; PDA’s)

· Furniture, Lamps and Floor Coverings (Lamps and lighting; upholstered furniture; wooden furniture; rugs and floor coverings)

· Garden and Outdoor (Patio furniture; grills; lighting accents; fencing; power gardening equipment; decorative pots; garden statues; chimneys and outdoor stoves; garden shelters; water gardens; porch and patio decorative accents)

· Home Decorating Fabrics, Wall and Window Coverings (Wall coverings, such as wall paper; ready-made curtains, drapes; window coverings, such as blinds, shades; home decorating fabrics for custom upholstery, curtains, drapes, etc.)

· Kitchen Appliances, Bathroom Equipment and Building Products (Kitchen appliances, such as stoves, ovens, refrigerators; bathroom equipment, such as tubs, showers, toilets, fixtures; kitchen equipment, such as cabinets, countertops; air conditioning/filtration systems; water systems)

· Kitchenware, Cookware, House wares (Small appliances; cookware; bake ware; cutlery; storage and organization; barware)

· Linens and Beddings (Sheets and pillowcases; comforters, spreads; pillows and pillow accents; bath linens; mattresses and box springs; duvets and shams; feather beds and mattress covers; table linens)

· Tabletop, Dinnerware, Stemware, Flatware (Dinnerware, including fine china, ceramic or stoneware, serving ware and decorative accents; crystal and glassware decoratives, stem ware, serving pieces, barware; flatware, including sterling silver flatware, serving pieces, decorative accents and other flatware) 

Personal Luxuries 
· Clothing and Apparel (Women’s casual, dress/business, formal/evening, outerwear; men’s casual, dress/business, formal/evening, outerwear; teen’s clothing; children’s clothing; baby clothing)

· Cosmetics, Fragrance and Beauty Products (Fragrances, perfumes; bath and body lotions; face care; hair care; cosmetics and makeup; sun and tanning products)

· Fashion Accessories (Women’s handbags, shoes, brief cases, and fashion accessories, such as scarves, belts; men’s wallets, brief cases and men’s fashion accessories, including shoes, belts, etc.; luggage for men and women)

· Jewellery (Women’s and men’s jewellery by type, including necklaces, earrings, bracelets, rings, bridal/wedding, pins and brooches; women’s and men’s jewellery by material, including 14k and above gold, sterling silver, platinum, gold plate or vermeil, costume jewellery; and women’s and men’s jewellery by stone, including diamonds, other precious gemstones, semi-precious gemstones, pearl, faux or man-made, no gemstone content) 

· Watches (Women’s and men’s watches by style, including formal/dress or casual/sports)

· Wine, Liquor and Spirits (Wine, champagne, vodka, whiskey, rum, scotch, cognac, bourbon, sherry/port)

· Pens, Writing Instruments and Desk Accessories

· Pet Products 

· Automobiles ( including brands like: Acura, Audi, BMW, Cadillac, Jaguar, Infiniti, Land Rover, Lexis, Lincoln, Mercedes, Porsche, Saab, Volvo) 

· Recreational vehicles, such as boats, RVs, etc.

Experiential Luxuries 
· Dining

· Entertainment

· Home Services

· Spa, Massage, Beauty and Cosmetic Services

· Travel (Foreign and domestic luxury hotels, commercial air, resorts, cruises, group tours, adventure travel, private air travel)
Source: Danziger, P. (October 2006). Unity Marketing's Luxury Tracking survey. Retrieved 20 October 2007 from: http://www.unitymarketingonline.com/cms_luxury/luxury/luxury3/luxury3Q2006.php. 
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Appendix 2 – The luxury fashion brand index

The luxury fashion brand index displays the luxury fashion brand that operate on today’s luxury fashion market; the brand name, year of foundation, the brand founder and country of foundation. 

BRAND Name


Year
Founder



Country
1   Guerlain


1828
Pierre Francois Pascal Guerlain

France

2   Hermès


1837
Thierry Hermès



France

3   Loewe


1846
Enrique Loewe Roessberg


Spain

4   Cartier


1847
Louis Francois Cartier


France

5   Bally



1851
Carl Franz Bally



Switzerland

6   Louis Vuitton


1854
Louis Vuitton



France

7   La Maison Worth

1858
Charles Frederick Worth


France

8   Burberry


1856
Thomas Burberry



England

9   Lancel


1876
Alphonse and Angele Lancel

France

10 Cerruti


1881
The Cerruti brothers


Italy

11 Bvlgari


1884
Sotirios Voulgaris



Italy

12 Larvin


1889
Jeanne Larvin



France

13 Jeanne Paquin

1890
Jeanne Paquin



France

14 Berluti


1895
Alessandro Berluti


France

15 Fendi



1897
Adele Casagrande Fendi


Italy

16 Paul Poiret


1904
Paul Poiret



France

17 Trussardi


1910
Dante Trussardi



Italy

18 Zegna


1910
Ermenegildo Zegna


Italy

19 Chanel


1910
Gabrielle Coco Chanel


France

20 Madeleine Vionnet

1912
Madeleine Vionnet


France

21 Jean Patou


1912
Jean Patou



France

22 Prada


1913
Mario Prada



Italy

23 Balenciaga 


1919
Cristobal Balenciaga


Spain

24 Gucci


1921
Guccio Gucci



Italy

25 Hugo Boss


1923
Hugo Boss



Germany

26 Norman Hartnell

1923
Norman Hartnell



England

27 Rochas


1924
Marcel Rochas



France

28 Elsa Schiaparelli

1927
Elsa Schiaparelli



France

29 Salvatore Ferragamo

1927
Salvatore Ferragamo


Italy

30 Nina Ricci


1932
Nina Ricci



France

31 Roger Vivier


1937
Roger Vivier



France 

32 Celine


1945
Celine Vipiana



France

33 Brioni


1945
Nazareno Fonticoli 


Italy

34 Christian Dior


1947
Christian Dior



France

35 Pucci



1948
Emilio Pucci  



Italy

36 Louis Feraud


1949
Louis Feraud



France

37 Pierre Cardin


1950
Pierre Cardin



France

38 Max Mara


1951
Achille Maramotti



Italy

39 Givenchy


1952
Hubert de Givenchy


France

40 Chloé 


1952
Jacques Lenoir and Gaby Aghion

France

41 Krizia



1957
Mariuccia Mandelli


Italy

42 Guy Laroche


1957
Guy Laroche



France

43 Missoni


1958
Rosita and Ottavio Missoni

Italy

44 Sergio Rossi


1959
Sergio Rossi



Italy

BRAND Name


Year
Founder



Country
45 Valentino


1960
Valentino Garavani


Italy

46 Yves Saint Laurent

1962
Yves Saint Laurent


France

47 Azzaro


1962
Loris Azzaro



Italy

48 Cacharel


1962
Jean Bousquet 



France

49 Karl Lagerfeld


1963
Karl Lagerfeld



France

50 Richard Tyler


1964
Richard Tyler



Australia

51 Emmanuel Ungaro

1965
Emmanuel Ungaro


France

52 Roberto Cavalli

1965
Roberto Cavalli



Italy

53 Bottega Veneta

1966
Vicence 
Bottega Veneta


Italy

54 Paco Rabanne

1966
Paco Rabanne



Spain

55 Ralph Lauren


1967
Ralph Lauren



USA

56 Calvin Klein


1968
Calvin Klein



USA

57 Anne Klein


1968
Anna Klein



USA

58 Jil Sander


1968
Jil Sander



Germany

59 Zhandra Rhodes

1969
Zhandra Rhodes



England

60 Oscar de la Renta

1969
Oscar de la Renta


USA

61 Paul Smith


1970
Paul Smith



England

62 Kenzo


1970
Kenzo Takada



France

63 Bill Blass


1970
Bill Blass



USA

64 Issey Miyake


1970
Issey Miyake



Japan

65 Vivienne Westwood

1971
Vivienne Westwood


USA

66 Mulberry


1971 
Roger Saul



England

67 Yohji Yamamoto

1972
Yohji Yamamoto



Japan

68 Diane Von Furstenberg

1972
Diane Von Furstenberg


USA

69 Manolo Blahnik

1972
Manolo Blahnik



England

70 Thierry Mugler


1973
Thierry Mugler



France

71 Alberta Ferretti 

1974
Alberta Ferretti



Italy

72 Giorgio Armani

1974
Giorgio Armani



Italy

73 Perry Ellis


1975
Perry Ellis



USA

74 Jean Paul Gaultier

1976
Jean Paul Gaultier 


France

75 Escada


1976
W. and M. Ley



Germany

76 Helmut Lang


1977
Helmut Lang



Austria

77 John Rocha 


1977 
John Rocha



Ireland

78 Gianni Versace 

1978
Gianni Versace



Italy

79 Gianfranco Ferre

1978
Gianfranco Ferre



Italy

80 JP Tod’s 


1978
Diego Della Valle



Italy

81 Michael Kors


1981
Michael Kors



USA

82 Carolina Herrera

1981
Carolina Herrera



USA

83 Anna Sui


1981
Anna Sui



USA

84 Kenneth Cole


1982
Kenneth Cole



USA

85 Elie Saab


1982
Elie Saab



Lebanon

86 Moschino 


1983 
Franco Moschino



Italy

87 Thomas Pink


1984
Thomas Pink



England

88 Tommy Hilfiger 

1984
Tommy Hilfiger



USA

89 Donna Karan


1984
Donna Karan



USA

90 Marc Jacobs


1984
Marc Jacobs



USA

91 Dries van Noten

1985
Dries van Noten



Belgium

92 Dolce & Gabbana

1985
Domenico Dolce & Stefano Gabbana
Italy

93 Hogan


1986
Diego Della Valle



Italy

94 Isaac Mizrahi


1987
Isaac Mizrahi



USA

95 Christian Lacroix

1987
Christian Lacroix



France

96 John Galliano


1989
John Galliano



England

97 Christian Louboutin

1992
Christian Louboutin


France

BRAND Name


Year
Founder



Country
98 Alexander McQueen

1994
Alexander McQueen


England

99 Hussein Chalayan

1994
Hussein Chalayan


England

100 Marni


1994
Consuelo Castiglioni


Italy

101 Alessandro Dell’Acqua
1995
 Alessandro Dell’Acqua


Italy

102 Viktor & Rolf


1995
Viktor Horsting and Rolf Snoeren

Netherlands

103 Paul & Joe


1996
Sophie Albou



France

104 Jimmy Choo


1996
Tamara Mellon



England

105 Mathew Williamson

1996
Mathew Williamson


England

106 Narciso Rodriguez

1997
Narciso Rodriguez


USA

107 Zac Posen


1999
Zac Posen



USA

108 Luella


2000
Luella Bartley



England

109 Stella McCartney

2001
Stella McCartney



England

110 André Ross


2004
André Ross Blencowe


France

111 Tom Ford


2006
Tom Ford



USA

112 Miu Miu by Prada 

2006
Miuccia Prada



Italy

Source: Uche Okonkwo (2007). Luxury fashion branding, trends, tactics and techniques. 

Published by Palgrave Macmillan NY, page 45.
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Appendix 4 – Summary Dutch version

Appendix 4 – Samenvatting

Deze scriptie zal in eerste instantie een algemene analyse van de luxe merkenmarkt weergeven en zal vervolgens verder gaan met een diepgaande analyse van één product segment op de luxe merken markt namelijk: het luxe modesegment. Het doel van deze analyses is het beantwoorden van de volgende onderzoeksvraag: ‘Hebben luxe modemerken een andere marketing aanpak nodig dan andere modemerken?’. Een antwoord op deze vraag zal worden gegeven in de vorm van aanbevelingen en een conclusie. 

De luxe modemarkt
De luxe modemarkt bestaat uit meer dan honderd luxe modemerken variërend van een historisch merk zoals Hermès dat is opgericht in 1837 tot een merk als Tom Ford dat is opgericht in 2006. Luxe modemerken zijn mode merken die op een unieke manier zijn opgebouwd door het toepassen van consistente en intensieve merk- en marketingstrategieën. Ze bezitten een unieke positie in de mode wereld en het merkenspectrum. Desondanks dat ze uniek zijn, hebben ze toch enige kerneigenschappen met elkaar gemeen. De kerneigenschappen van de luxe modemerken zijn:

1. de sterkte van het merk

2. differentiatie

3. innovatie

4. exclusiviteit

5. product vakmanschap en precisie

6. hoge prijzen

7. hoge kwaliteit

8. emotionele aantrekkingskracht

De luxe modemerken gebruiken twee soorten strategieën om concurrentie voordeel te creëren. Ze gebruiken de differentiatiestrategie door hun innovatieve en exclusieve productaanbod en de focusstrategie door hun marketing communicatie op het hoogste segment van de modemarkt te richten. De instrumenten die ze gebruiken om deze strategieën toe te passen zijn hun sterke merk imago, hun exclusiviteit, hun innovatieve stijl van ontwerpen en de samenwerkingsverbanden met andere merken en ontwerpers. 

Ondanks het toepassen van deze strategieën hebben de massa modemerken het recentelijk toch voor elkaar gekregen om een bedreiging te gaan vormen voor de luxe modemerken. Deze nieuwe vorm van concurrentie wordt veroorzaakt door een aantal grote verschuivingen op de luxe modemarkt. 

Ten eerste is er het fenomeen “trading-down”, dat de nieuwe trend van het combineren van luxe modeartikelen met massa modeproducten beschrijft. Door deze trend is de gelegenheid gecreëerd voor massa modemerken om zich te richten op de luxe modeconsumenten. De massa modemerken zoals H&M en Zara zijn hun merk- en marketingstrategieën zo aan het herdefiniëren dat ze een “luxe” uitstraling krijgen voor de consumenten. 

Een andere factor die het modemilieu op een diepgaande manier heeft veranderd is het ontstaan van de nieuwe luxe modeconsument. De luxe modeconsumenten hebben zich ontwikkeld van merk georiënteerde consumenten die van top tot teen in één merk gekleed waren, tot consumenten die individualistisch, intelligent en veeleisend zijn en die luxe modeartikelen met massa modeproducten combineren. Dit heeft de massa modemerken de gelegenheid gegeven om met de luxe modemerken te concurreren en te worden gezien als complementaire goederen producenten voor luxe mode. 

Deze nieuwe luxe modeconsumenten hebben ook een atmosfeer gecreëerd op de luxe modemarkt waarin producenten meer klantgericht zijn dan ooit te voren. De reden hiervoor is het feit dat de macht is verschoven van de producenten naar de consumenten. Tegenwoordig hebben de luxe modeconsumenten meer dan honderd merken om uit te kiezen en hun consumentengedrag is veranderd daarom moet de focus liggen op het creëren van merkentrouw. De manier waarop zich dit uit in de managementstrategieën van de luxe modemerken is dat deze gericht zijn op het brandingproces. 

Figuur 1 – Het brandingproces van luxe modemerken
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In de luxe mode-industrie draait alles om merken. De ontwerpers creëren de trends en stijlen van elk seizoen maar dit kunnen ze alleen doordat hun merken een sterk imago hebben. Het brandingproces is het belangrijkste proces in de luxe mode industrie. De reden hiervoor is dat de luxe modemerken in staat moeten zijn om emotionele en psychologische voordelen voor hun consumenten te creëren om vervolgens financiële waarde voor de producent te creëren. Eenvoudig gesteld, een sterk merkimago betekent merkwaarde en winst voor de producent. De manier waarop luxe modemerken hun sterk merkimago en exclusiviteitstatus naar de consumenten communiceren is door exclusieve strategieën in hun marketing mix te gebruiken. 

Tijdens het creatieproces van hun productstrategieën leggen de producenten van luxe modemerken grote nadruk op de brandingelementen, zoals het merkconcept en de merkidentiteit. Dit doen ze omdat hun producten worden gewaardeerd en gekocht om hun emotionele waarde i.p.v. hun functionele waarde. Consumenten kopen deze luxe modeartikelen om hun rijkdom, status en superioriteit aan de samenleving te demonstreren. Daarom moeten deze merken zich positioneren als exclusieve en luxe merken die aan deze emotionele behoeften en verwachtingen van de consumenten kunnen voldoen. 

Luxe modemerken handhaven een prijsstrategie die hun plaatst in het hoogste prijssegment van de markt maar bieden ook vaak andere productcategorieën aan tegen lagere prijzen. Ze plaatsen hun producten in dit hoogste prijssegment om hun exclusieve en luxe imago te handhaven omdat hun consumenten hoge prijzen associëren met exclusiviteit en luxe. Ze gebruiken ook deze prijsstrategie om zich te differentiëren van de andere modemerken op de markt en om zich te kunnen richten op het hoogste segment van de consumenten markt voor mode. 

Luxe modemerken benadrukken hun exclusiviteitstatus en merkimago door een selectieve distributiestrategie te gebruiken. De distributie kanalen die door de luxe mode merken worden gebruikt zijn voornamelijk directly owned stores op de meest exclusieve locaties, de meest hoogstaande warenhuizen, het Internet en catalogussen. 

De luxe modemerken passen ook hun focusstrategie toe op hun promotiebeleid door deze af te stemmen op hun consumentendoelgroep namelijk: de luxe modeconsumenten. Hun luxe modeartikelen worden gepromoot door te adverteren in hoogstaande tijdschriften zoals Vogue magazine. Ze gebruiken persoonlijke verkoop technieken in de vorm van modeshows, private shopping programma’s, speciale consumentenevenementen, privé product voorproefjes en proefverkopen. Maar de modeshows zijn de belangrijkste momenten waar de producenten (modeontwerpers) en consumenten direct met elkaar in contact komen. De luxe mode producenten gebruiken ook catalogussen als een vorm van directe verkooptechnieken en sponsoren om hun merk imago te communiceren en hun verkoop te stimuleren. Maar een van de meest belangrijke promotie-instrumenten is het gebruik van celebrity endorsements die in twee vormen door de luxe merken worden gebruikt namelijk: een bekendheid gebruiken om het gezicht te worden van hun merk of hun product door bekendheden te laten sponsoren. 

Aanbevelingen 
De analyse van de luxe modemarkt heeft geleid tot meerdere strategische implicaties voor de luxe modemerken waarover de volgende aanbevelingen kunnen worden gemaakt:

1. Luxe modemerken moeten innovatief en vooruitdenkend blijven in elk aspect van hun bedrijfsstrategie

2. Luxe modemerken moeten hun doelgroep blijven analyseren en een consumentgeoriënteerde houding aannemen tijdens het ontwikkelen van hun marketing- en brandingstrategieën 

3. Luxe modemerken moeten op de hoogte blijven van elke trend en elke verandering op de gehele modemarkt, dus niet alleen het luxe modesegment 

4. Luxe modemerken moeten de massa modemerken aanvaarden als complementaire merken i.p.v. concurrenten

5. Luxe modemerken moeten een duidelijke merk- en marktpositioneringstrategie aanhouden en branding georiënteerd blijven

6. De luxe modemerken moeten hun luxe imago en prestigieuze status nooit comprimeren. 

7. Luxe modeproducenten moeten consistent blijven in de kwaliteit en het innovatieniveau van hun producten om merkentrouw te creëren. 

Conclusie

Gebaseerd op de analyse van de luxe mode markt en de analyse van de verschillen en overeenkomsten van het luxe modemerk Chanel en massamode producent H&M, kan een antwoord worden gegeven op de onderzoeksvraag: ‘Hebben luxe modemerken een andere marketing aanpak nodig dan gewone modemerken?’

Luxe modemerken hebben een absoluut andere marketing aanpak nodig dan massa of primaire modemerken. De meest prominente rede hiervoor is de exclusiviteitstatus en het prestigieuze imago van de luxe modeartikelen. Zoals eerder aangegeven, worden de luxe modeartikelen geëvalueerd en gekocht als gevolg van hun emotionele voordelen. De luxe modeconsumenten kopen deze artikelen om hun rijkdom, status en superioriteit aan de samenleving te demonstreren. Daarom moeten de luxe modemerken een merk creëren dat in staat is om deze emotionele voordelen aan te bieden door het uitvoeren van een exclusieve branding en marketingstrategie. De manier waarop ze zich onderscheiden van de massa en primaire modemerken is door hoge kwaliteitsartikelen van innovatief ontwerp aan te bieden tegen hoge prijzen en door het implementeren van exclusieve promotie, branding en distributie strategieën. 

De luxe modeconsumentengroep is aan het toenemen. Door de groeiende wereldeconomie is het luxe modesegment zich aan het uitbreiden naar landen zoals China, Japan en Rusland waardoor de vraag naar luxe modeartikelen aan het toenemen is. De manier waarop luxe modemerken op deze kans op de markt moeten inspelen is door het implementeren van hun focusstrategie om deze geografische segmenten aan te spreken. Louis Vuitton heeft deze strategie effectief geïmplementeerd door het gebruiken van aangepaste advertenties die een bekendheid zoals Mikhail Gorbachev gebruiken om het Russische consumenten segment aan te spreken. 

De manier waarop luxe modemerken de dreiging van nieuwe concurrenten moeten benaderen is door deze niet te zien als concurrenten maar als complementaire merken. De massa modeproducten kunnen nooit als substituten voor de luxe modeartikelen fungeren. Dit is omdat zij nooit dezelfde kwaliteit, vakmanschap, exclusiviteit en niveau van innovatie kunnen bieden en omdat ze niet hetzelfde sterke merkimago hebben als de luxe merken.

Als conclusie kan worden gesteld dat de luxe modemerken hun exclusiviteitstatus moeten blijven doorvoeren in elk aspect van hun branding- and marketingstrategieën om een zo hoog mogelijke merkwaarde te behalen. 

Appendix 5 – Summary German version

Appendix 5 - Zusammenfassung
Diese Diplomarbeit stellt in erster Instanz eine allgemeine Analyse des Luxusmarken-Marktes dar. Im weiteren Verlauf wird eine tiefgehende Analyse eines Produktsegments auf dem Luxusmarken-Markt dargestellt, nämlich das luxuriöse Modesegment. Ziel dieser Analyse ist die Beantwortung folgender Untersuchungsfrage: ‘Benötigen Luxusmarken eine andere Marketingstrategie als andere Modemarken?’ Diese Frage wird in den Empfehlungen und Konklusion beantwortet.  

Der Luxusmode-Markt

Der Luxusmode-Markt zählt mehr als 100 Luxusmarken, von einem traditionellen Mark wie dem 1837 errichteten Hermès bis zu einer Marke wie Tom Ford, die 2006 gegründet wurde. Luxusmode-Marken sind Marken, die durch die Anwendung konsistenter und intensiver Marken- und Marketingstrategien einzigartig aufgebaut sind. Sie haben eine einmalige Position in der Modewelt und dem Markenspektrum. Trotz ihrer Einzigartigkeit haben sie einige Kerneigenschaften gemein:

9. Die Markenstärke

10. Differenzierung

11. Innovation

12. Exklusivität

13. Fachkompetenz und Präzision des Produkts

14. hohe Preise

15. hohe Qualität

16. emotionale Anziehungskraft

Luxuriöse Modemarken verwenden zwei Strategien um der Konkurrenz gegenüber einen Vorteil zu erzielen. Sie verwerden die Differenzierungsstrategie in Form von Innovation und Exklusivität des Produktangebotes und die Fokusstrategie, wobei Sie die Marketingkommunikation auf das höchste Segment des Modemarktes richten. Zur Anwendungen dieser Strategien werden folgende Marketinginstrumente verwendet: ihr starkes Markenimage, ihre Exklusivität, ihr innovative Designstil und die Zusammenarbeit mit anderen Marken und Designern.  

Trotz dieser Strategien ist es den Massenmode-Marken gelungen eine Bedrohung für den Luxusmodemarkt darzustellen. Diese neue Art der Konkurrenz wird durch einige große Verschiebungen auf dem Luxusmode-Markt verursacht. 

Auf der einen Seite gibt es das Phänomen des “Trading-down”, das den neuen Trend der Kombination von Luxus- und Massenmode Produkten beschreibt. Dieser Trend bietet den Massenmode-Marken die Gelegenheit sich den luxuriösen Modekonsumenten zuzuwenden. Die Massenmode-Marken wie zum Beispiel H&M und Zara sind dabei ihre Marken- und Marketingstrategien so neu zu definieren, dass sie eine „luxuriöse“ Ausstrahlung für den Konsumenten erhalten. 

Auf der anderen Seite ist es die Entstehung des neuen luxuriösen Modekonsumenten, die die Modewelt verändert hat. Diese Kunden sind von markenorientierten Kunden, die sich von Kopf bis Fuß in einer Modemarke kleideten, zu individualistischen, intelligenten und anspruchsvollen Kunden geworden, die Luxusmodeartikel mit Massenware kombinieren. So erhielten Massenmode-Marken die Chance mit den Luxusmarken zu konkurrieren. 

Die neuen Luxusmode-Konsumenten haben auch dazu beigetragen, dass Luxusmode-Marken kundenorientierter sind als je zuvor. Der Grund dafür ist, dass die Macht vom Produzenten auf den Konsumenten übergegangen ist. Gegenwärtig können die Luxusmode-Konsumenten aus mehr als hundert Marker Auswählen und Sie sind individualistisch, intelligenten und anspruchsvoll wo durch der Fokus auf es darstellen von Markentreue. Dies kommt hervor aus dem den Managementstrategien der Luxusmode-Marken, die sich auf den Brandingprozess richten.  

Tabelle 1 – Der Brandingprozess von Luxusmode-Marken
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In der Luxusmode-Industrie dreht alles um Marken. Die Designer bestimmen die Trends und die Stils der Saison aber das können sie nur weil die Marken ein starkes Image haben. Der Brandingprozess ist der wichtigste in der Luxusmode-Industrie. Der Grund hierfür ist, dass die Luxusmarken Ihrem Kunden emotionalen und psychologischen Vorteilen bieten müssen um finanziellen Wert für den Produzenten schaffen zu können. Einfach gesagt, ein starkes Image bedeutet Markenwert und Gewinn für den Produzent. Die Art wo auf die Luxusmarken ihr starkes Image und ihre Exklusivität kommunizieren ist durch exklusive Strategien im Marketingmix zum nutzen. 

Bei der Entwicklung ihrer Produktstrategien legen die Produzenten luxuriöser Modemarken großen Wert auf die Markelemente, wie das Markenkonzept und die Markenidentität, denn ihre Produkte aufgrund ihre emotionelle Aspekten und nicht aufgrund ihre funktionelle Aspekten bewertet und gekauft werden. Kunden kaufen diese Luxusmodeartikel um ihren Reichtum, ihren Status und ihre Überlegenheit der Gesellschaft zu demonstrieren. Darum müssen diese Marken sich als exklusive und luxuriöse Marken positionieren, dass sie den emotionelle Erwartungen und Wünschen der Kunden können erfüllen. 

Luxusmode-Marken handhaben eine Preisstrategie die ihnen im höchsten Preissegment zu der Markt setzt aber sie bieten auch andere Produkte zu billigere Preisen an. Durch das Sie ihrer Produkte im höchsten Preissegment platzen können sie ihr exklusives und luxuriöses Image wahren, denn ihre Kunden die hohen Preise mit Exklusivität und Luxus assoziieren. Sie nutzen diese Preisstrategie auch um sich von anderen Modemarken zu unterscheiden und um sich auf es höchstes Segment des luxuriösen Modemarkts zu richten.  

Die Luxusmode-Marken betonen ihren Exklusivitätsstatus und ihr Markenimage durch eine selektive Distributionsstrategie zu benutzen. Die Distributionskanäle die durch die Luxusmode-Marken benutzt werden sind hauptsächlich ‚directly owned stores’ in den exklusivsten Standorten, luxuriösen Warenhäusern, dem Internet und in Katalogen. 

Die Luxusmarken richten ihre Fokusstrategie auch auf ihre Werbepolitik durch dieser auf ihre  Zielgruppe: die Luxusmode-Konsumenten, abzustimmen. Ihre Luxusmode wird in luxuriösen Zeitschriften wie zum Beispiel in Vogue beworben. Sie benutzen persönliche Verkaufstechniken in Form von Modeshows, persönlichen Einkaufsprogrammen, spezielle  Kundenevents, private ‚Produktproben’ und Testverkäufen. Aber die Modeshows sind die wichtigsten Kontaktmomente zwischen Produzent (Designer) und Kunde. Die Luxusproduzenten benutzen auch den Katalog als eine direkte Verkaufstechnik und Sponsoring um ihr Markenimage zu kommunizieren und den Verkauf zu stimulieren. Eines der wichtigsten Werbeinstrumente ist allerdings der Einsatz von „Celebrity Endorsement“, den auf zwei Weise durch den Luxusmarken eingesetzt werd nämlich: durch einer Berühmtheit ein zu setzen als Gesichts des Marks order Produkts und durch das Sponsoren einer Berühmtheit.

Empfehlungen 

Die Analyse des Luxusmode-Marktes führte zu mehreren strategischen Implikationen für den Luxusmode-Markt, wo über unten stehende Empfehlungen gemacht werden können:

8. Luxusmode-Marken müssen in jedem Aspekt ihrer Unternehmensstrategien innovativ und vorausschauend bleiben. 

9. Luxusmode-Marken müssen ihre Kundengruppen bleiben analysieren und beim Entwickeln ihrer Marketing- und Brandingstrategien eine kundenorientierte Haltung einnehmen. 

10. Luxusmode-Marken müssen jeden Trend und jede Veränderung auf dem Modemarkt analysieren, nicht nur im Luxussegment. 

11. Luxusmode-Marken müssen die Massenmode-Marken als ergänzend sehen, nicht als Konkurrenz. 

12. Luxusmode-Marken müssen einer klaren Marken- und Marktpositionierungsstrategie folgen und brandorientiert bleiben. 

13. Luxusmode-Marken dürfen ihr Luxusimage und ihren prestigeträchtigen Status niemals komprimieren.  

14. Luxusmode-Marken müssen in ihrem Produktqualität und Innovationsniveau konsistent bleiben, um Markentreue zu erreichen. 

Konklusion

Basiert auf der Analyse des Luxusmodemarktes und der Analyse der Unterschiede und der Gemeinsamkeiten der Luxusmodemarke Chanel und des Massenmodeproduzenten H&M  kann auf die Untersuchungsfrage: ‘Benötigen Luxusmarken eine andere Marketingstrategie als andere Modemarken?’ folgende Antwort gegeben werden:

Luxusmode-Marken brauchen sicherlich eine ganz andere Marketingstrategie als Massenmode und primäre Modemarken. Der wichtigste Grund hierfür ist der Exklusivitätsstatus und das Prestige Imago von luxuriösen Modeartikeln. Wie schon erwähnt, werden die Luxusartikel vom Konsumenten evaluiert und gekauft auf Grund der emotionellen Vorteile.  Luxuriöse Modekunden kaufen diesen Artikeln um ihren Reichtum, ihren Status und ihre Überlegenheit der Gesellschaft zu demonstrieren. Darum müssen diese Marken eine Marke kreieren, die durch das Ausführen einer exklusiven Branding- und Marketingstrategie in der Lage ist, diesen emotionalen Vorteilen anzubieten. Die Luxusmarken unterscheiden sich von den primären und den Massenmarken durch innovativ entworfene Qualitätsprodukte zu hohen Preisen und durch die Implementierung exklusiver Werbungs-, Branding- und Distributionsstrategien. 

Die Zahl der Luxusmodekonsumenten steigt. Durch das wachsen der Weltwirtschaft breitet das Luxusmodesegment sich aus nach Länder sowie China, Japan und Russland und dadurch steigt die Nachfrage nach Luxusmode. Die Weise wo auf  Luxusmarken diese Marktchancen müssen wahrnehmen ist durch die Implementierung ihrer Fokusstrategie um so diese geografischen Segmente zu erreichen. Louis Vuitton hat diese Strategie effektiv implementiert durch angepasste Anzeigen indem Michael Gorbatschow einsetzte wird um so den russischen Segment an zu sprechen.  

Die Luxus Modemarken müssen die Bedrohung der Massa Modemarken nicht als Konkurrenz, sondern als Ergänzung beachten. Die Massenmode Artikeln werden die Luxus Modeartikeln nie ersetzen können, weil die Massenprodukte nicht die gleiche Qualität, Fachkompetenz,  Exklusivität und das Innovationsniveau bieten können und weil sie nicht ein starkes Markenimage besitzen wie die Luxusmarken.

Die Konklusion lautet, dass die Luxusmode-Marken ihren Exklusivitätsstatus in jedem Bereich der Branding- und Marketingstrategien behalten müssen, um einen höchst möglichen Markenwert zu bekommen.  
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