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The New Luxury Customer: Understanding Them and Their Expectations

Within the last 20 years, the profile of the luxury consumer has changed quite a bit. In the past, luxury
goods were considered indicators of class or status, outwar d signs to others that the pur chaser had Oar
rived.O Now shoppers purichase luxury to indulge and to expr ess themselves. The materialistic aspect is
secondary b they crave new, engaging, high quality experiences overall. The luxury products they desire
play roles in those experiences, but they are no longer the sole focus.

These days, when the luxury customer uses shopping to explor e their identity, it@ no longer left up to the
brand to create the mold. In the early nineties, a new (derisive) term for dressing in one label from head
to toe was bor n: Omatchy-matchyO A true fashionista, so the theory goes, should be able to read mean-
ing from many different brands, find pieces that speak to her individual style, and combine them to cr e-
ate her own signature statement. And while that statement should be unique, the language in which it is
expressed must evolve from one year to the next, continuously integrating the language of curr ent trends
as they appear on the scene. If the language of Osexy and confidentO is better expessed by Dolce &
Gabbana than Gucci this year, then she will adjust her shopping pr eferences accordingly.

These expectations go beyond fashion: consumers demand that if shopping is entertainment, then
brands must evolve, surprise and delight them. The rise of the boutique hotel chain is a perfect example
of how, when there are many high-quality options competing for attention, customers favor the Oone
personality, many moodsO appoach.

One last difference between then and now: Oold luxuryO customers tended to buy Othe bestO aoss the
board. They had the prestige wardrobe, the car, the vacations and generally spent a lot of money r egard-
less of what was being purchased. ONew luxuryO customers have priorities. They indulge in the things
that make them feel good or that they feel ar e worth it, and buy OmasstigeO or even lower cost items in
categories where there is no luxury option that satisfies their expectations. Especially in the US this mix -
ing of high and low is an indication of a sophisticated and savvy shopper: the mom who spends hun -
dreds of thousands of dollars on interior decorators but also shops at T arget; the family who flies coach
but stays at the Four Seasons; and the younger career woman who buys thousand-dollar handbags but
everything else from H&M and Zara. The luxury demographic has fragmented.

Demanding though these new consumers may be, it is still possible to inspir e long-term, loyal relation-
ships with them as long as you understand how they want to r elate to your brand:

¢ New luxury consumers have disposable income, and they enjoy the feeling of spending it, but
only when they perceive that the value and the price are in line with each other. They are espe-
cially sensitive to any disparity at the moment when money leaves their hands. They r esent the
time and energy required to worry, and that is one aspect of luxury that attracts them b they feel
that if they pay more, theyQe more likely to have an experience that meets or exceeds their ex-
pectations. Needless to say, disappointment is a big issue and may be dramatically mor e dam-
aging to customer per ceptions than in the mass marketplace.

e The value referred to above is not based on the pr oduct alone. It is inherent in the whole pur-
chase experience and extends from the time customers become awar e of a brand via advertis-
ing or PR, through the point wher e they purchase, to how their emotions and interactions ar e
handled immediately after purchase, to any further follow-up pr ograms with the brand. A consis -
tent, engaging, high-quality experience is worth a higher pur chase price.
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¢ In most categories, there exists a group of customers who ar e happy to pay luxury prices for
products that they consider Oworth it.O However if a luxury brand does not exist that meets their
expectations, they will buy cheaper goods in that category .

As an example, before the Apple laptop, pur chasing a computer meant that you had to sort thr ough a lot
of jargon that never seemed to make a difference once you were running Microsoft Office. With the in-
troduction of the iBook, the Titanium laptop and the Apple Stor e, a clearly superior, luxurious experience
(both in purchase and in use) was suddenly available and people were quite willing to pay for it.

Similar opportunities exist in virtually every part of the luxury space. T o say simply, OV¢Ce doing better
than the othersO is to miss the point. Thefe exists a spot at the top of the heap of the competition that
offers a way to do mor e efficient marketing, keep buzz going, have a strong core group of repeat pur-
chasers and get customer insights back with r elative ease. Merely being better than everyone else does
not secure that top spot.

Meet the Brand Addict

Consider Coach, Kate Spade, the Four Seasons and M¥A¥C cosmetics. All four do a good job of keep -
ing the product and the experience of pur chasing at the Oworth itO level. Unlike other brands in their e-
spective categories, they have customers who ar e totally devoted to them. These Brand Addicts equate
the brands they adore with luxury in that category. When they buy gifts, they buy that specific brand.
When they want to splurge on themselves, they don® talk about Ogoing shoppingO they talk about Ogoing
to [the brand®] store.O They coodinate the rest of their purchases around products from the brand. And
they talk about the products and the shopping experience to everyone, all the time.

Brand Addicts say things like

Ol was going to go to Elluride, but | discovered there wasn®a Four Seasons there, so | went to
Jackson Hole instead.O

Ol didntrealize | needed formal dinnerware until Kate Spade started designing it.O

Ol put their poduct launch dates in my Outlook, and schedule meetings for myself at lunch so |
can go check out their new stuf f.0

Ol automatically stop by the store every time 1Om in the neighborhood. It feels like IOm splging
just to browse, and they know me by name now .0

Marketers already talk about brand evangelists, but unlike Brand Addicts, evangelists just like to talk.
They don®necessarily derive a lot of pleasure from shopping over and over again. Typically brands that
capitalize on evangelism or ObuzzO artrendy, but short-lived, because evangelists ar e not necessarily
brand loyal. They like to talk about the next new big thing.

Marketers also talk about OloyaltyO which lately has become a euphemism for Obriber® OLoyalO custom
ers are repeat purchasers, but they may just be buying your pr oduct out of habit, convenience, or be -
cause they haven®found anything better.
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Brand Addicts talk to their friends and ar e brand loyal, but theyOe also sincere. Their behavior comes
from truly being delighted by their pur chase and the buying experience. They have a strong need to ex-
perience the brand over and over again. For example, a Louis Vuitton Brand Addict not only talks about
the brand, but she already has the Speedy Bag, the Deauville Bag, and the Pochette Bag as well as a
wishlist and a plan to pur chase others. Friends of Brand Addicts give mor e credence to what they say
because there is corresponding shopping behavior. Brand Addicts put their money wher e their mouth is.

Brand Addicts exist for many dif ferent types of products and services, but they ar e particularly useful to
understand and watch in the luxury market. Even though a wider audience buys luxury in at least one
category, the available pool of overall dollars is still restricted. When price points ar e high, it® harder to
get a nonpurchaser to commit to trying something new .

Even getting the attention of a potential customer has become mor e challenging. As the number of peo-
ple with millions of dollars in disposable income gr ows, so does the number of Oluxury brands.O Some of
these brands may be junk dressed up in good marketing and carrying a high price tag. Customers be -
come frustrated trying to separate the wheat fr om the chaff.

When discussing strategies for acquisition and r etention, consider what would happen if they wer e parts
of one unified plan and if the objective of that plan seemed less like balancing positive and negative
numbers and more like building a nest egg. From the customersO perspective, thee is one experience,
one relationship with the brand. When it is handled well, they will r eward the brand with both trust and
enthusiasm. It will no longer be Osomething | might consider if | needed it,O but rather will become
Osomething | make excuses to buy again and again.O

How to Find and Nurture Brand Addicts

Brand Addicts want to savor a long and consistently amazing pur chase experience. If your brand is the
height of indulgence for them, they want to enjoy every minute they can squeeze out of it. Again, theyOre
assigning value to the whole experience, not just to the pr oduct or service. The more experience you
give them, the more appealing your price/value ratio.

When expressing the value of the experience, Brand Addicts say things like
Ol planned my whole day the next Satuday around going to buy this bag. It was like a vacation.O
Ol visited the stoe/website a couple of times just to bask in what | planned to buy .0

Ol bought the shoes and didn®wear them out for a month. I06d come home fom work, put on a dif -
ferent outfit and just wear them ar ound the apartment to admir e them.O

OAs soon as | got back fom my last trip with them, | started dr eaming and planning the next one,

even though it was going to be at least a year of f. | wanted to commit to doing it so that | could look
forward to it.O
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To consider how to cr eate an experience that inspires such emotions, let® look at what influences a pur -
chase decision (figure 1, below).

fig. 1. Ways to influence potential customers

Brand Communications:

Advertising, Promotions, Events, Etc.

People Associated with Brand: pOtentld[
Creative Directors, CEO, Etc. customer " E-Commerce Website, Events, Etc

Other Channel Experience:

Past Experience
with Brand

This chart covers a wide range of influences, some of which the brand can manipulate and some b like
the customer@ past experience with the category B that just are what they are. When making a purchase,
customers don@ necessarily differentiate between these influences, but they are aware of how they
OsoundO as a whole. In the same way that we hear harmony without knowing the notes, people sense
when there® discord or contradiction within a brandCs suite of influences. Successful brands can OplayO
these influences like a piano.

Let® consider these levers of influence from your perspective at the piano bench. The piece youOll be
performing is the customer experience, beginning with the first time they encounter your marketing. In
figure 2, each part of the process shows which levers of influence are most effective at helping your
brand move customers on to the next stage.
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fig. 2: Customer Experience

The Brand
MARKETING LEVERS TO MOVE THE CUSTOMER TOWARD The Purchase SERVICE TO CUSTOMER LEVERS MOVE THE CUSTOMER BACK TO

------------ in-store events

<<+ email marketing+e-sessbeee

: o e personal follow-up, thank yousss==ssseesssees
[ Catalog +-eedeenernesanes H

‘THE Customer 15: Not EMOT!ONALLY Encagep

VERY EMoTIONALLY ENGAGED Nor Emorionatiy ENeacep |

The Customer

In the beginning: The objective here is to get people® attention, to get them over the hump of being
unaware of your brand and what it stands for . Consider this step as something separate fr om actually
convincing them to buy your pr oduct. With all of the competitive noise out ther e, it@ profoundly difficult
just to get them to notice you, but once they do, youOll have more numerous (and more efficient) chances
to get them to pur chase. Do not hesitate to make your strongest brand statements here; you can even
go a little overboard.

In the middle: Give people a chance to explore, to try on, to experiment and to understand. Pr ovide a
lot of information in many dif ferent ways and ensure your audience has easy access to it. (This is what

your website is for.) Make it clear if that if someone wants to buy, through any channel, the way forward
is both clear and safe.

At the point of purchase: The mantra here should be Oemove all obstacles, ensure smooth sailing.O
Roll out the red carpet. This is where customers are the most emotionally engaged as theyOe about to
give you their money. Hence, this is where you have the most to lose. In terms of customer r ecapture, a
bad purchase experience is much more difficult to fix than a bad ad campaign.

In the end: After your customers have parted with their money, they are (hopefully) at an emotional high.
The brand has an opportunity to loop them back to the inter ested or intending to pur chase stage. At this
point, theyOe looking for more reasons to feel proud or reassured about their purchases. Learn from your
customers and remember that encouraging repurchase does not have to involve free gifts.
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Note that the customer experience cycle works both for and against you. Success cannot be measur ed
only by comparison with the competition, and in some cases (especially within hospitality industry) a
brand may end up competing with itself. Every good customer experience is a point in your favor . Con-
versely, every experience that doesn® meet your customer® expectations is a point against you, and at
certain critical stages, if you fail to deliver (or worse yet, actually make someone angry) you may lose the
whole game.

When your customer experience is consistent and working well, Brand Addicts will start to surface. ItOs
now the job of those who interact dir ectly with customers to initiate one-to-one r elationships through
different types of interactions. This does not mean giving them better service. If such a disparity be -
comes apparent, it will create resentment among the rest of your audience. Customers should never be
made to feel as though they have to compete for the brandCs best attention. Instead, consider that Brand
Addicts are open to more personalized communications both ways. Wher eas an occasional shopper
may find surveys and personalization profiles pushy and a waste of time, Brand Addicts will welcome
these interactions as a sign that you really care about them and what they think. Such interactions will, in
fact, encourage your addicts to become even mor e addicted.

Putting Customer Experience Design into Practice

There are four areas to consider when examining how your company can cr eate and support contr ol
over the customer experience: positioning, which is essentially what your brand means when it speaks
to the customer; planning, or how your brand will speak to the customer; implementation, which is your
brand actually speaking to the customer; and customer experience management, which pr ovides over-
sight to the entire experience and ensures, based on research and feedback, that the brand is being
heard correctly.

The brand’s positioning

Positioning is a clear statement about your company B what it does, what it means, what it stands for B
that differentiates it from the competition. Both inter nally among your staff and externally to your pur-
chasing and non-pur chasing audiences, people need to know what to expect. It helps them to feel mor e
comfortable and to make better decisions. The positioning statement should be owned by someone at
the CXO level (preferably a CEO or COO), and shaed among the management team and any strategic
specialists who are brought in on discussions about the brand@s personality or vision for the futur e. The
process by which Positioning is shar ed should allow the team to make decisions easily, but also allow
for any team member to be replaced and the successor easily indoctrinated by the r est of the team.

Although this idea seems straightforwar d, many brands encounter significant pr oblems putting it into
practice in a sustainable way. Too often, especially with fashion, the CMO or Cr eative Director is tasked
with creating and owning positioning. As it must be applied to the entir e customer experience (large
parts of which fall under departments over which a typical CMO has no contr ol), this usually results in
failure. Not surprisingly, CMOs currently have an average tenure of 24 months or less. Beyond being in -
convenient for marketing executives who enjoy job stability , this phenomenon is damaging for the brand
as well. Customers see a brand with, at best, no identity and at worst, schizophr enia. Either way, they
don®know what to expect and, as a r esult, take their trust and their wallets elsewher e.
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Intentional, repeatable, coordinated customer experience planning across all channels

Planning means architecting a customer experience that cr eates a prolonged, seamless purchase cycle.
It extends from marketing, through transaction, thr ough service to the customer and then feeds back
into repurchase. All aspects should be based on business objectives derived fr om Positioning.

Thinking back to all of the levers of influence that ar e available to you as a brand (fig.1, p.4), this is the
act of deciding which levers to use for which messages, at each point in the customer experience. This
part of the process takes objectives and long-term dir ection from Positioning and feeds things like media
plans, training materials, and creative briefs to Implementation.

While Positioning should not change dramatically over time, the way it is expr essed can and should be
dynamic. Watching a great brand is like watching people with excellent taste gr ow and change over
time. There is confidence and deftness in the way that they adapt tr ends to fit their individual personali -
ties. They show different moods, and are able to experiment without being insincer e. Your customers
want that kind of variety and evolution. The mistake many brands make is to evolve at the positioning
level. It should happen with Planning.

Planning should happen across all of your customer-facing departments and should be str ongly coordi-
nated between them. Planners may need to meet as much amongst themselves as with co-workers in
their vertical department.

The trick here is to use the right tool for the right job. Each of your communication channels has
strengths and weaknesses; understand and use them to your advantage. Remember that Brand Addicts
savor the purchase. They want to feel wooed by marketing and seduced by the stor es. They want the
experience to last as long as possible. Align the visual and verbal messages in marketing, pur chase
points and follow-up customer service so that theyOre all part of the same story.

Consistent, high-quality implementation across all channels

Implementation is where the actual messages are executed: the advertisements, the dir ect mail pieces,
the websites, the stor e designs and staff training. A consistent voice can be tough to ensur e, but if Plan-
ning has done a good job of communicating (i.e. if all of the cr eative briefs and planning documentation
sound like one cohesive story), it should be far mor e manageable than one might imagine.

Instead of devoting an army of resources to policing consistency at the Implementation level, focus in -
stead on creating a culture that values quality, especially in those channels where your customers make
purchases. Catalog, online sales and in-store experiences all have to be professional, pleasant and com-
fortable. The new luxury customer has no patience for snobby sales staf f or difficult web shopping.

Another important component of your customer -facing channels is their ability to become the personal -
ized voice of the brand and develop r elationships with your Brand Addicts. Each channel must be able to
collect and analyze information from customers to assess how engaged they ar e without impeding the
customer experience or the purchase process. If customers qualify as addicted, they should be surfaced
and recognized as such.
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A strong finish feeds your customersO desie to experience more. They will start to seek out your com -

munications and marketing vehicles on their own, without pr ompting, as they want to be tempted to
purchase again.

The entire experience is overseen by one team

There should be one team that has everything in view at once: fr om looking after the inter ests of the cus-
tomer to understanding how all of the pieces ar e working together. This team serves as the inside, up-to-
the-minute source on customer perspective and uses that information to keep everyone else honest in
their decisions. Ideally, this group should be responsible for compiling and assessing customer feedback
and market intelligence, and then providing recommendations to each of the other thr ee groups: Posi-
tioning, Planning and Implementation.

OK, I've Got Brand Addicts, How Should | Use Them?

Brand Addicts help drive sales, spread the word and influence the opinions of their peers, particularly in
situations where winning the attention and trust of new customers may be costly or dif ficult. Use them to

help refine your customer experience approach, understand the competitive landscape and buf fer your
brand from factors outside of your contr ol.

e Find them, cultivate relationships with them and watch their behavior.
To do this well requires a commitment of time, training and r esources on the part of the corpora -
tion, but the benefits of the market r esearch opportunities alone ar e worth it.

o Measure and compare yours to your competition’s.
Want to really understand why people choose one brand over another, and vice versa? Brand
Addict behavior can show which levers of influence ar e working and which are not.

o Learn from dialogue with them.
Learning does not imply taking or ders from your Brand Addicts. Listening will give you insight
into who or what else is vying for their af fections P the results may surprise you. If you plan to
add categories, this also will help you to determine which dir ections are safe for expansion.

o Encourage their interest and feed them special information, especially as a group.
This feeds their need to get closer to your brand emotionally , and makes them feel as if they are
a part of your success.

e Create more of them.
Challenge your team to design and implement longer and mor e engaging customer experiences.
With strong positioning, allowing your brand to explor e different channels shouldn®be scary.

e Understand how they evolve over time.
CRM and market research should become cultural imperatives at your company , and included in
every customer-facing initiative your company undertakes.

e Let them protect you when you make mistakes.
Mistakes happen at every company: either you pr oduce a line that doesn@ sell, or go too far with
partnerships, or just flat out scr ew up and don@ have sufficient inventory. This group will not only
let you apologize and make it up to them, it actually may r esult in a closer relationship.
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Putting It All Together...

Cultivating Brand Addiction r equires a company-wide commitment to listening to customers (thr ough
both research and feedback), clear positioning, a consistently-applied pr ocess, and a systematic ap -
proach to maintaining a seamless, high-quality customer experience acr oss all channels.

Although it calls for mor e upfront planning and different patterns of internal communication to sustain,
the benefits are numerous: from more efficient marketing programs, to a self-dir ected, dynamic inter nal
corporate cultur e, to an engaged and enthusiastic customer base that is the envy of your competition.

About 400twin

400twin provides evaluation and strategic dir ection for luxury clients to inspir e brand addictive behavior
in their audiences. We work with high-end r etailers and service providers in the beauty, fashion, travel
and hospitality industries to establish them in the minds of their clientele as unequivocally luxurious.
More than mere shoppers with a high line of credit, this audience is discriminating, thoughtful and
searching for brands that understand their lifestyle and r esonate with them.

Our clients come to us for an expert understanding of the complete customer experience, fr om the earli-
est stages of brand awareness, through purchase and customer care, to follow-on pr ograms that feed
back into the pur chase cycle. We help them to clarify their positioning and to use that knowledge to in -
form and refine all of their customer-facing programs. The end result is greater quality and consistency
across the brand coupled with less hand-wringing and brute-for ce effort at all levels of the organization.

Our advisory services are available in a variety of formats from workshops to consulting to compr ehen-
sive research packages. We advise on fine-tuning positioning, on how to dir ect and orchestrate your re-
sources across departments and also on how to use outside vendors such as agencies most ef fectively.

For more information, visit www.400twin.com . Sign up for our monthly email newsletter to r eceive white-
papers like this as soon as they are published. Or contact us dir ectly, weOd love to hear fom you.

Contact Information

400twin
33 W. 19th Street Suite 402

New York, NY 10011
212.731.2460

info@400twin.com
www.400twin.com
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