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Consumer behaviour factors and contemporary trends on the
luxury goods market

Cimbenici ponasanja potro$ata i suvremeni trendovi na trzistu
luksuzne robe

Abstract

Regardless of the economic crisis all over the world, the market of Luxury goods thrives continuously. The
research aims to provide an extensive overview of the theoretical background of this occurrence and con-
temporary trends, analyse the consumer behaviour factors in buying luxury goods and the effect of online
shopping as a form of digitalisation on the sales of Lluxury goods, with particular emphasis upon the sale
of luxury handbags. The methods were consisted of an overview of relevant scientific and expert literature,
reports of market experts for the luxury goods markets and official statistic databases. Research resulted
in detecting digitalisation as the biggest change and trend of Luxury industry. Online sales and revenues of
luxury goods’ continuous growth indicates that digitalisation and its tools such as online shopping are an
important consumer behaviour factor, affecting the sales of luxury goods, including luxury handbags, to a
significant extent.
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Sazetak

Unatoc gospodarskim krizama, trziste luksuzne robe kontinuirano prosperira. Cilj istrazivanja je pruziti
opsezan teorijski pregled ove pojave te pregled suvremenih trendova, analizirati cimbenike koji utjecu
na ponasanje potrosaca luksuzne robe i utjecaj internet prodaje kao aspekta digitalizacije na prodaju
luksuzne robe, s posebnim naglaskom na prodaju luksuznih torbica. Metode istrazivanja obuhvacale
su pregled relevantne znanstvene i strucne literature, izvjeSca strucnjaka za trziste luksuzne robe i
sluzbenih statistickih baza podataka. Istrazivanje je utvrdilo da je digitalizacija najveca promjena i
najveci trend luksuzne industrije. Kontinuiran porast internet prodaje i prihoda luksuzne robe pokazuje
da su digitalizacija i digitalni alati poput internet prodaje vazni ¢cimbenici kupovine potrosaca, znacajno
utjecuci na prodaju luksuzne robe, ukljucivo i prodaju luksuznih torbica.
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1. Introduction

Luxury goods represent a specific phenomenon in
today’s society and economy. Firstly, regardless of
the political and economic crisis all over the world,
the industry of luxury goods grew fast and still
continues to thrive (Bain and Company, 2017; CB
Insights, 2018),against all odds and unlike other in-
dustries. Secondly, perceived value of luxury goods
is different from different status and wealth levels
(Kasztalska, 2017), which is why the definition of
luxury goods is rather relative and therefore diffi-
cult to unanimously define. While wealth and Luxury
used to be reserved only for the privileged few due
to their accomplishments, education or heritage,
today they are more accessible to everybody due
to globalisation and digitalisation. The understand-
ing of this social and economic phenomenon and
unparalleled success of luxury industry lays firstly
in identifying psychological aspects of consumer
behaviour in buying luxury goods, what drives and
motivates consumers to purchase luxury goods, as
well as what influences their decision-making pro-
cess of buying luxury goods.

The motivation for exploring this topic and this
specific problem arose from examining new trends
in the luxury goods markets, which might even
threaten traditional corporate strategies. An over-
view of relevant scientific and expert literature and
other sources was conducted, and it was found that
scholastic literature mainly focuses on assessing
the psychological aspects of consumer’s desires for
Luxury goods for displays of wealth, status and pres-
tige (Han et al,, 2010; Hennigs et al,, 2015; Hennigs
etal, 2016).Many different characteristics of luxury
goods have been assessed (Kasztalska, 2017; Tekin
et al,, 2016; Fuerst and Shimizu, 2016; Hennigs et
al,, 2015; Hennigs et al, 2016), as well as luxury
purchasing motivations (Han et al., 2010; Caserta,
2008; Yang and Mattila, 2017) and influencing fac-
tors on consumer buying behaviour of Lluxury goods
(Nwankwo et al,, 2014; Ramya and Mohamed, 2016;
Singh et al, 2014; Tekin et al, 2016; Thangasamy
and Patikar, 2014), all of which play a major part
in affecting and forming consumer behaviour in
buying luxury goods. However, contemporary liter-
ature on online shopping as one of the consumer
behaviour factors of luxury goods has been rather
scarce, leaving a gap in this specific field.
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Hence, the research problem is to detect whether
online shopping is in fact one of the consumer
behaviour factors, and subsequently, in the luxury
market and industry’s continuous growth. The re-
search question is to what extent has online shop-
ping affected the sales of luxury goods, with partic-
ular emphasis on the sale of luxury handbags. This
research aims to provide an extensive overview of
the topic by bringing together contemporary trends
and economic theory in order to find and under-
stand the reasoning behind today’s occurrences on
the Luxury goods market. Furthermore, the aim is to
analyse the most significant factors that influence
consumer behaviour on the luxury goods market
and their impact in today’s changed environment
of luxury goods markets, as well as to establish
whether online shopping behaviour, as an aspect
of digitalisation, is one of the consumer behaviour
factors on the luxury industry market.

This research looks in detail into all aspects of lux-
ury goods, accompanying trends and consumer be-
haviour. The review includes a comprehensive anal-
ysis of relevant scientific and expert literature and
examines other sources that are recent, relevant
and of high quality, and that appropriately reflect
the state-of-the-art, in order to provide a wide, yet
detailed approach from both scientific and expert
aspects to make sure of the academic and practical
relevance.

This research is consisted of five main chapters and
is structured as follows. After introduction, the theo-
ry, practical aspects, definition and characteristics of
luxury goods, as well as luxury-purchasing motiva-
tions and characteristics of consumer behaviour are
presented in chapter two. Chapter three discusses
the analysis of the luxury industry trends, with
provided findings of luxury spending trends and
the role of social media and digital impact. Chap-
ter four gives insight into consumer behaviour in
buying luxury goods and the role of digitalisation.
Lastly, conclusion is laid out in chapter five.

2. Luxury goods

Luxury goods are not a new concept or only re-
cently in fashion. They have been an acknowledged
concept since the beginning of ages. For example,
according to Han et al. (2010:15) research, laws
throughout history used to provide specific rules
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for what kind of clothes and accessories every
social class was allowed to have and carry, as well
as in what price ranges they could manoeuvre. Al-
though formal distinctions do not exist anymore,
purchasing, using and displaying luxury goods as
symbols of wealth, status and class never seized to
exist. However, what was once available only to a
privilege few, today is accessible to a continuously
growing number of people. Wealth and Luxury used
to be reserved for the privileged few due to their
accomplishments, education or heritage, but wealth
and luxury today are more accessible to everybody
due to globalization, internet and new professions.

When it comes to defining luxury goods, Piiroinen
(2014) explains that “[t]he word “luxury” originally
comes from the Latin expression “luxus” indicating
“extravagant living, magnificence, indulgence and
majesty” (Shukla, n.d, cited in Piiroinen, 2014:26).
Luxury goods are products and services that are not
essential for living, but rather goods that are con-
sidered to be a status indicator, and therefore, are
highly desired. According to Han et al. (2010), lux-
ury goods’ primary role is to provide prestige to its
owners (Grossman and Shapiro, 1988, cited in Han
et al, 2010:16). Shoes, coats, hats and bags, as well
as other items of clothing or any other purpose, are
considered essential and necessary in most parts of
the world. However, there are items that are neces-
sary purely for their purpose, and there are certain
items and brands that distinguish their owners due
to their features, and are therefore considered lux-
ury goods. Everyone has their own preferences of
goods that are most important for them, and when
the situation asks for narrowing choices to only one,
people will always choose a luxury good of their
preference. Although luxury goods are not consid-
ered a necessity, the characteristic that differs luxu-
ry handbags from other luxury goods is that luxury
handbags are more often considered an everyday
necessity.

Although they do not fulfil essential needs in every-
day life, luxury goods are considered to be a mag-
nifying factor for quality and comfort of life. Luxury
goods are,among other things, highly expensive, so
“[t]he ability to purchase or finance a luxury item
is directly proportionate to one’s income or assets”
(Investopedia, 2018, “Luxury Item”: para. 1), as well
as professional and social status. In that sense, the
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perception of goods being luxury and valuable
varies depending on one’s wealth. In other words,
perceived value of luxury goods is different from
different status and wealth levels, meaning that “[a]
luxury good may become a normal good or even an
inferior good at different income levels” (Investo-
pedia, 2018, “Luxury Item”: para. 2). Therefore, the
definition of luxury goods is relative and hard to
unanimously define.

There are many characteristics and factors that
distinguish Luxury goods from other goods, but in
the end it all comes down to one common factor -
goods considered and declared as luxury, although
available to more people than before, are not avail-
able to everybody. In order to understand the psy-
chology behind luxury goods, and therefore their
importance to the global market, it is imperative to
explore all aspects of luxury goods, including per-
ceptions, characteristics and motivations that play a
major part in consumer behaviour.

Defining what actually makes goods luxury can
be quite difficult, but there are some characteris-
tics that have been defined and that label goods
as luxury goods. Kasztalska (2017) argues that “[(]
uxury services and goods are relative [also] because
it depends on many factors and prospects” (p. 78),
and the relativity of luxury goods can be divided
into: “regional, temporal, economic, cultural and sit-
uational” (Kasztalska, 2017:78). For example, time
relativity “is a change in the perception of goods as
a luxury over time” (p. 78), because of ever chang-
ing social trends and technological progress. The
process of identifying goods as luxury also goes
backwards, whereas “products that were once con-
sidered to be [of] everyday [availability] are now
called luxury items” (p. 78) because they are rare-
ly available today. One example of time relativity
would also be luxury Hermes Birkin bags that gain
value over time and are becoming auction items. In
that sense, “[luxury goods are not stable” (p. 78)
and are susceptible to loss or gain of value over
time.

According to Kasztalska (2017:80), there are several
characteristics luxury goods have in common: ex-
cellent quality; high price; uniqueness; aesthetics;
tradition; history; unnecessariness (Table 1). Luxury
industries share some of these characteristics, but
neither of those characteristics standing alone are
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Table 1 Characteristics and values of Luxury goods

Characteristics | Values

Excellent quality Financial value
High price
Uniqueness i
Aesthetics Social value
Tre{dltlon Functional value

History
Unnecessariness Individual value

Source: Kasztalska (2017), p. 80-81.

enough to make a good a luxury one. Other specific
aspects, that determine goods as Luxury are specific
values. Every luxury good has specific values which
are also considered as characteristics of luxury
goods. Kasztalska (2017:81) explores four values
that are in common for every luxury good: finan-
cial value; social value; functional value; individual
value (Table 1).

2.1. Consumer behaviour motivation and
characteristics

The understanding of psychological aspects and
background of consumer behaviour in buying lux-
ury goods is key to establishing if,and in what way,
online shopping affects the sales of luxury goods.
According to Singh et al. (2014), consumer buying
behaviour emerged as a combination of findings
from other scientific fields with psychological, so-
ciological and other related backgrounds (p. 17).
Singh et al. (2014) explain that it concentrates on
how consumers decide on spending money and
time on purchases (p. 17). Consumer buying be-
haviour is a complexed process and a very import-
ant aspect of luxury goods phenomenon.In order to
understand how, or even if, online shopping affects
sales of luxury goods, it is important to understand
how consumers perceive and react to it. To reach
that understanding, it is imperative to understand
consumer behaviour completely, what motivates it
and in what way.

In the aspect of luxury goods, luxury-purchasing
motivations have a deeper meaning for everyone
included - from the consumer to the brand itself.
Han et al.(2010:16) pointed out that buyers usually
choose specific goods because of their desire to be
associated with those who can afford them, which
is also used as means of identification and self-pre-
sentation in the world. More specifically, that
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identification and self-presentation is sometimes
used to associate or dissociate oneself with spe-
cific reference groups. Another example is, as Han
et al. (2010:18) found, the fact that luxury goods
manifest status through signalling. In some cases,
higher prices make some consumers feel superior
for being the ones of very few that can afford them.
In that sense, some consumers wish to associate
themselves with higher class through Luxury goods,
and at the same time dissociate from those they
perceive inferior to themselves and as lower class
for not being able to afford the same lifestyle and
luxury goods. Caserta (2008) calls this phenomenon
conspicuous consumption after Veblen's idea, stat-
ing that it applies to the continuous “trend of an in-
crease in luxury good consumption because luxury
goods convey wealth and thus convey status” (p. 10).
Hence, those who “desire status, which is affected
by perceptions of wealth, they will conspicuously
consume luxury goods in order to signal their [de-
sired] level of wealth and position themselves [as
high as possible] in the social hierarchy” (Caserta,
2008:10). Those loud signals used by consumers
that Han et al. (2010) call poseurs are very visible
trademarks, faux and counterfeit Luxury goods, and
even high-priced average goods misinterpreted as
luxury goods due to successful marketing strate-
gies. This is best shown on the example of luxury
handbags that are one of the most common loud
signal items convenient for signalling status and
conspicuous consumption. While desiring to signal
wealth, but financially unable to purchase authentic
luxury goods, people often tend to purchase coun-
terfeit goods, and the most common example of
that are also (Luxury) handbags.

Another important aspect of consumer buying
behaviour is typology. Pinki (2014) explores four
types of consumer buying behaviour: ‘routine

", «

response-;

",

limited decision-making”; ‘extensive
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Table 2 Types and stages of consumer behaviour

Problem recognising

Information searching

Routine response

Alternatives evaluating

Deciding about purchasing

Limited decision-making

Purchasing

Extensive decision-making

Evaluating the experience after the purchase

Impulse buying

Source: Pinki (2014),p.60-61.

decision-making”; “impulse buying” (pp. 60-61)
(Table 2). All of the types of consumer behaviour
are facilitated by digitalisation, mostly in the form
of online shopping - routine response is faster and
more routine when the Luxury brand is digitalised
with enable online shopping, limited decision mak-
ing is eased, extensive decision-making is short-
ened and impulsive buying is even more impulsive.
In other words, digitalisation and online shopping
magnify whatever phenomena they touch, which
luxury brands have duly recognised and used as
a catalyst for their sales growth. Furthermore, ac-
cording to Pinki (2014:60), there are six stages of
consumer buying process of buying luxury goods.
Consumer buying behaviour is a complexed pro-
cess in which the final purchase is only one of the
stages of the process, and merely a small part of
the process. Because of its specific complexity, not
every decision-making process actually ends with
purchase. According to Pinki (2014), those phases
are: problem recognising; information searching;
alternatives evaluating; deciding about purchasing;
purchasing; evaluating the experience after the
purchase (Pinki, 2014:60) (Table 2). Depending on
the level of complexity, not all consumer decisions
consist of all six stages. In all the stages of consum-
er buying process, online shopping plays a big part
in bringing luxury brands closer to their consumers
and vice versa,and subsequently,in improving sales
of luxury goods.

According to Singh et al. (2014), main factors that
are influencing consumer’s buying behaviour
are: “cultural factors™; “social factors™; “personal
factors”; “psychological factors” (p. 18) (Table 3).
While Singh et al. (2014) consider them as crucial
individual factors of influence on the consumer’s
buying behaviour, Tekin et al. (2016:5-6) pointed
out that each of those factors are actually a part
of one group of characteristics affecting consum-
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er behaviour, defined as environmental influences
or external factors. As Thangasamy and Patikar
(2014:37) point out that, in order to understand
how consumers make actual buying decisions, it is
of crucial relevance to identify who actually makes
the buying decisions, and what are the roles and
influences of immediate friends, family and other
members of reference groups, in order to widen the
marketing tactics, strategies and influences onto
the most influential members of reference groups.

Aside from aforementioned factors affecting con-
sumer buying behaviour, Ramya and Mohamed Ali
(2016:76) point out one other group of external
factors - economic factors (Table 3). Economic fac-
tors encompass subfactors such as income, wealth,
possessions, as well as macroeconomic conditions,
that play the most important part in the deci-
sion-making process of buying luxury goods - fi-
nancial ability for purchase. Besides environmental
or external characteristics, Tekin et al. (2016:6-7)
defined one other group of characteristics, individ-
ual differences, which affect consumer behaviour.
Psychological factors or individual differences, as
Tekin et al. (2016:6-7) call them, encompass fac-
tors such as motivation, perception, attitudes and
beliefs (Table 3).

In order to observe and analyse certain market
trends with understanding and driving relevant
conclusions, consumer target groups have to be
distinguished through market segmentation. The
consumer background characteristics encompass
various demographic, psychographic, behaviouristic
and geographic traits.In this particular case and be-
cause of the nature of the Luxury good that is being
observed, it is difficult to undertake the market seg-
mentation in order to distinguish the consumers of
luxury handbags based on their background char-
acteristics, merely because there are considered
to be only two essential and main motives behind
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Table 3 Influences and factors that affect the consumer buying behaviour

Environmental influences

Psychological influences

Cultural factors Motivation
Social factors Perception
Personal factors Attitude
Psychologllcal factors Beliefs
Economic factors

Source: according to Tekin et al. (2016), p. 5-7; Singh et al. (2014), p. 18; Ramya and Mohamed Ali (2016),p.76.

purchasing luxury handbags. Although there is a
wide spectrum of external and internal factors that
influence decision-making process and consumer
buying behaviour, behind every decision and be-
haviour there is a combination of more than one
internal factor and one external factor. Interestingly,
those combinations can be different from person to
person, but without those two factors that are in
common to all combinations, the purchase of luxury
handbag would not be made. Those factors are in-
ternal drive, as in consumer’s motives, and external
conditions, as in the real or stretched financial abil-
ity to purchase luxury handbags.

As McLeod (2018) points out, “Maslow’s hierarchy
of needs is a motivational theory in psychology
comprising a five-tier model of human needs, often
depicted as hierarchical levels within the pyramid”
(McLeod, 2018,“Maslow’s Hierarchy of Needs™: para.
1).According to Maslow’s hierarchy of needs, luxury
handbags fulfil self-fulfilment or needs of self-ac-
tualization, such as achieving one’s full potential,
as well as psychological needs or esteem needs,
such as prestige and feeling of accomplishment.
Luxury handbags represent more than just an item
fulfilling its functional purpose (Business of Fash-
ion, 2018). They are a status symbol of economic
prosperity and elegance, as well as of prestige
and privilege used for showing off personal taste.
Going deeper in the consumer psychology behind
purchasing luxury handbags one can find emotional
feelings, such as feelings of success, achievement,
accomplishment and acknowledgement for hard
work. Luxury handbags also represent freedom
and financial, as well as emotional, independence
for those who can afford luxury handbags of their
choice,alongside a feeling of power, confidence and
capability.

But just as there are two sides to every coin, seg-
mentation of consumer background characteristics
behind luxury handbags is not that simple. Al-
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though there are numerous positive and empow-
ering feelings that luxury handbags provide, there
are also some negative characteristics that lay in
the background of consumer buying behaviour.
Purchasing luxury handbags can often be out of
misery, low self-esteem (Investopedia, 2018) and
emotional instability,in hopes that owning a luxury
handbag will make them happy. To lovers of luxury
goods that have a tendency to measure everything
through material things, luxury handbags will give
a boost of self-esteem, sense of comfort and a feel-
ing of belonging. Luxury handbags will always have
consumers who will, financially comfortable or not,
purchase them in the desire to reward themselves
for accomplishments, show off, gain acceptance
from a reference group andj/or rise oneself as high
as possible on the status and wealth level. For that
reason, luxury handbags represent a specific and
most common luxury good, and therefore an inter-
esting case study.

Luxury goods, in conclusion, are of global influence
and significance, since their core nature is present-
ing value, prestige and other symbols for a great
number of people spread all around the world.
However, scholastic literature mainly focuses on as-
sessing the psychological aspects and influencing
factors of consumer’s desires for luxury goods for
displays of wealth, status and prestige as consumer
behaviour factors in buying luxury goods. Contem-
porary literature does not yet enlist digital tools as
some of consumer behaviour factors in buying lux-
ury goods, which recent relevant and expert market
research reports and official statistic databases
surely indicate as such.

3. The analysis of the luxury
industry trends

A very important aspect of the consumer buying
behaviour is that luxury consumers are social-
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ly engaged, both through personal and internet
channels, due to globalisation and, subsequently,
digitalisation. Digitalisation is a term most often
misunderstood. But as Rask (2001, cited in Ivang,
2008) states, digitalisation is “the process by which
industrial companies within the actor, process or
product dimension is transformed from physical to
digital stage” (p. 13).In that sense, digitalisation en-
compasses digitizing a wide spectrum of business
aspects, internal and external equally. Since digi-
talisation has taken over all industries and aspects
of business, luxury brands have faced a challenge
to keep their desired traditionality and exclusivity,
while changing their traditional corporate and sale
strategies towards digitalisation in order to follow
market and industry trends. Some of the forms of
digitalisation are technology, internet, online shop-
ping and social media. They are very important for
luxury brands because they are not only used for
online purchases, but also for comparing prices,
product features and after-sale service facilities
(Deloitte, 2015).

In compliance with globalization, internet and fast
track changes of every aspect of today’s life, luxu-
ry industry succumbed to new trends. Although it
seems that luxury industries are late bloomers
when it comes to following trends, since even re-
cently some of them refused to sell goods online,
the tides have finally changed, which made them
even more accessible than ever before.

According to CB Insights research brief (2018), new
luxury industry trends have been found:

As corporate activity accelerates and startups tar-
geting the Luxury sector emerge, we look at 7 trends
that are reshaping the Luxury industry:

1. Incumbent follow startups online,

2. Renting luxury goods: a new frontier for in-
cumbents?,

Upgrading the in-store experience,
Personalizing luxury goods online;
New eco-friendly luxury materials,

Startups make luxury goods authentication
easier,

7. Blockchain makes it easier and cheaper to
invest in luxury assets. (CB Insights research
brief, 2018: para. 1).
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As it seems from CB Insights research brief (2018),
six of seven trends considered to be reshaping lux-
ury industries are some form of digitalisation. Luxu-
ry industries did not tend to sell their goods online.
Almost as a rule, they were isolated in their micro
locations of their stores, and only consumers who
managed to physically reach them got the chance
to purchase their goods. Not only did that limit
their ability to acquire more market shares because
of the consumers that were able to purchase the
goods in their stores but were, for any reason, un-
able to physically reach the store, it is also believed
that it might have reduced their market shares due
to other substitute brands arising and doing busi-
ness online. Undoubtedly, there is as an undeniable
factor of brand loyalty in place, which guarantees
loyalty of consumers to certain brands. Neverthe-
less, a brand loyalty comes from a subjective place
of a consumer’s perception of a brand and its image,
and a brand image and consumer’s perception of
it is undoubtedly directly in relation with brand’s
attitude and actions. Thus, a brand image, and con-
sequently consumer’s brand loyalty, is susceptive to
change. There is a strong belief even among the
luxury industries, that has now been confirmed with
the changes they have made, that if luxury indus-
tries had not started to follow global marketing
trends of digitalisation and innovations, they would
have faced great loss of brand equity. This indicates
that digitalisation has indeed affected the sales of
Luxury goods.

Thankfully, this strategic shift of business digitalisa-
tion and online markets has enabled a continuous
and uninterrupted growth throughout the years.
More specifically, digitalisation has affected the
sales of luxury goods to a vast extent,and most re-
cent evidence of that is the 24% annual growth of
global online personal luxury goods market in the
period 2016-2017 (Bain and Company, 2017:17).
Furthermore, Napean LLC and Unity Marketing
(2018) survey helped identify seven trends from
an insider’s (Luxury brands) point of view that the
luxury brands found to be ‘most profoundly shaping
the industry and their professional future” (p. 6). Ac-
cording to their research, those trends are:

1. Digital Revolution,
2. Definition of Luxury is Changing,
3. Consumer Preference, Spending Shifts,
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Competitive Pressures,
Social Turmoil,
Globalization,

Demand for innovation (Napean LLC and Unity
Marketing, 2018:6).

As the most profoundly shaping trend from the
luxury brands point of view is digitalisation, more
specifically overall digital revolution, which indi-
cates that digitalisation indeed affects the sales
of luxury goods to a major extent. According to
Napean LLC and Unity Marketing (2018), product
or service innovation, which is highly connected to
digitalisation, is considered to be the most influ-
ential trend impacting growth for luxury brands in
2018 (Table 4).Second most influential trend in this
context are social media, followed by the rise of the
digital world, finding new paths to market and glo-
balisation, all of which indicate that digitalisation
is being perceived as of vastly significant influence
on the sales of luxury goods, even by the luxury
brands themselves. Moreover, an inside view of how
the main luxury industry segments (goods, services
and suppliers) perceive the trends that influence
growth, indicates that social media, alongside the
rise of the digital world, are the most influential
trends influencing luxury goods market.

~N oo oo

Another interesting indicator of the influence of
new developed trends is how they shifted in the

period from 2017 to 2018, with social media as the
highest indicated trend, followed by globalization
and the rise of the digital world (Napean LLC and
Unity Marketing, 2018:23). As Napean LLC and Uni-
ty Marketing (2018) point out, digital revolution re-
sulted in new sources of information for consumers,
as well as of “heritage and tradition giving way to
immediacy and now” (p. 6). The definition and per-
ception of luxury changes every day, which results
in rising a very important question that potentially
changes everything - what Luxury actually is, how
do people recognize it, and who is its arbiter (Na-
pean LLC and Unity Marketing, 2018:6). Digitalisa-
tion is the silent catalyst in all that.

Digitalisation affects the sales of luxury goods
through online shopping and other digital tools
to a tremendous extent. That conclusion is evident
from the 24% annual growth of global online per-
sonal luxury goods market in the period 2016-2017,
as well as in information gathered by studies and
surveys that have shown aspects of digitalisation,
most importantly social media and digital revolu-
tion, to be the most influential trend profoundly
shaping the luxury goods market and industry.More
importantly, luxury brands have become aware of
the significant impact the digitalisation has on the
market and industry, as well as on consumer pref-
erences, which enables them to switch their strate-
gies from traditional ones to business digitalisation
in order to improve their sales and overall growth.

Table 4 Index to trends by role played in luxury market

AL N N N N N N 3

Total ‘ e | Luxuryservices/  Suppliers to.

Luxury comp

Product or service innovation 115 114 117 114

Social media 113 112 112 117

Rise of the digital world 113 110 111 119

Diversifying product/service offerings 112 114 110 114

Finding new paths to market 111 108 106 116
Globalization 107 105 109 109

Changes in wealth distribution 103 100 105 106

Changes in luxury consumer’s media habits 99 997 99 105
Changes in consumer’s dgmographms, ie. maturing baby 98 9 106 104

boomers, rise of millennials

Mergers and acquisitions 96 96 102 9

Changes in how customers define luxury 95 92 98 101
Changes in how luxury consumers shop 95 89 96 105
Changes in how luxury consumers spend 93 87 96 102

Finding and retaining well qualified employees 92 92 94 93

Monetary policies and economic trends 88 86 94 89

Political instability 70 69 71 69

Source: Napean LLC and Unity Marketing (2018),p.21.
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3.1 Luxury spending trends

Luxury goods industry is a specific industry consid-
ered to be a phenomenon because of its continuous
rise and growth, unlike all other industries that
have had their ups and downs through time. The
global luxury goods industry includes many dif-
ferent categories of products and services, some
of which are food, drinks, fashion, handbags, cos-
metics, fragrances, watches, jewellery and leisure.
The Statista (2018) states that the Luxury industry
grows proportionally with GDP (Statista, 2018,"Val-
ue of the personal luxury”: para. 1), while tumbling
in an unfortunate general state of economy.Howev-
er, luxury goods industry has been rising for a long
time. The best indicator of this is the statistic from
the Statistics Portal Statista (2018) that shows the
value of personal luxury goods market in the period
from 1995 to 2016, with an estimation of 2017 at
that time (Figure 1).

Most recent statistics are no different, showing that
the trend of luxury goods industry is on a constant
rise with predictions of continuous growth. Accord-
ing to the 16th edition of the Bain Luxury Study,
Bain and Company (2017) pointed out that the
luxury industry is made of nine industry segments
that are led by cars, hospitality and personal goods,
and “which together account for more than 80% of
the total market” (p. 1). Bain and Company (2017:1)
found that with all luxury segments together, “the
luxury market grew by 5% [since 2016] to an esti-
mated [EUR] 1.2 trillion globally in 2017” (p.1). Bain
and Company (2017) also found interesting results
of each of the luxury industry segments. For exam-

ple, luxury cars sales increased by 6%, reaching EUR
489 billion, luxury services such as wine and food
grew 6% since 2016,and cruises grew by 14% (Bain
and Company, 2017:1). Furthermore, Bain and Com-
pany (2017:1) found that global personal luxury
goods market peaked reaching EUR 262 billion in
2017. Regarding luxury spending trends, according
to Bain and Company (2017:1), China was a leader
in luxury spending with a 15% growth at current
exchange rates. In other words, the world biggest
global personal luxury goods market is held by the
Chinese, which is a significant insight because of
the advanced digitalisation of Chinese market and
purchasing tendencies. Additionally, Europe grew
6% reaching EUR 87 billion in sales, becoming the
leading region in sales, while leading with the big-
gest global personal goods market share of 33% in
2017 (Bain and Company, 2017:10).

All the aforementioned findings show that luxury
goods market is a large market of enormous value,
which means it is of vast significance to all econo-
mies, as well as to the global economy in total. For
that reason, following luxury industry trends and
luxury spending trends is important to maintain
economic prosperity and competitiveness. There-
fore, the extensive effect that digitalisation has on
sales of luxury goods has to be taken into consid-
eration, for it not only affects the luxury market in-
dustry,but the global economy as well. On that note,
another finding of Bain and Company (2017:19)
shows that consumer still mostly use wholesales
of personal luxury goods, which accounts for about
two-thirds of all sales.On the other hand, retail con-
tinued its steady growth by 8% in 2017. Bain and

Figure 1 Luxury goods market value, 1995-2017 (in billion EUR)
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Company (2017) also showed that the growth of
e-commerce continued with “online sales jumping
by 24% in 2017, reaching an overall market share
of 9%” (p. 2), which is a significant growth. That
finding indicates that the predicted and identified
luxury industry trends, more specifically the digital-
isation of business and sales, have indeed shown
their presence, confirmed in the aforementioned
numbers of market shares. Additionally, according
to Bain and Company (2017:2), shoes, jewellery and
handbags had the fastest growth in 2017. However,
beauty,apparel and handbags still hold a significant
share of the market, which indicates that digital-
isation has largely impacted the luxury handbag
market in sales and growth.

In the future of luxury,according to its findings and
market trends, Bain and Company (2017:2) esti-
mated that the market will continue to grow (4%
to 5% yearly), resulting with luxury goods market
[which includes luxury handbags] value amounting
EUR 295- EUR 305 billion by 2020. Moreover, Bain
and Company (2017:2) expect that the luxury mar-
ket's distribution through online stores will make

Figure 2 Customer satisfaction analysis model

up 25% of purchases. Furthermore, the conclusion
was drawn that with such a significant rise of on-
line shopping as a distribution channel, physical
stores would somewhat need to change in order
to persevere. Luxury brand’s tendency toward tra-
dition, history and heritage maintained their image
through the divine and temple-like display and ex-
perience of their stores. However, the discounts of
prices online,as well as on airport channels, contin-
ue to have the best results. In addition, accessories
(including luxury handbags) remained to be the
personal luxury goods category of the fastest and
largest growth (7% growth in 2017) (Bain and Com-
pany, 2017:20). Shoes and jewellery had the fastest
growth in 2017, immediately followed by luxury
handbags with the annual growth of 7% in the pe-
riod 2016-2017 (Bain and Company, 2017:21). That
is relevant because it indicates the importance of
luxury handbags as a product category in luxury
goods market,and the extent to which they have an
influence on the overall luxury goods market, and
subsequently, the extent to which online shopping
has an effect on them.

High

Low

Experienced expectation

A

CUSTOMER SATISFACTION

. Relative satisfaction

General satisfaction

A High satisfaction

A\

High dissatisfaction

Relative dissatisfaction

Source: Khadka and Maharjan (2017),p. 5.

Notitia - ¢asopis za ekonomske, poslovne i drustvene teme | prosinac 2019. | broj 5.
Notitia - journal for economic, business and social issues | december 2019 | number 5

NNATITIA



Except for sales profit, brands should aim for con-
sumer satisfaction, for it is the only reason the con-
sumers will stay loyal and purchase again,and con-
sequently create sales profit. Khadka and Maharjan
(2017) define consumer satisfaction as an “overall
evaluation based on the total purchase and con-
sumption experience with the good or service over
time” (p. 5) (Figure 2). Because of globalization and
social network, every brand’s existence depends on
the satisfaction of consumers and their evaluations.
Consumer satisfaction is relative, for it depends
solely on the consumer’s perception and expecta-
tions of goods, but with the use of digitalisation,
online shopping and digital communication tools,
customer satisfaction can be managed more easily.

The luxury market has become truly globally man-
aged, so managing luxury became more difficult
than ever. According to new research, studies and
trend, the biggest change is digitalisation, more
specifically going online, and that digital impact
is going to be the biggest trend of luxury industry.
Also, one of the most difficult challenges as well,
since digital impact threatens to diminish what
luxury goods industries have built their brands
on, are preserving tradition, history and heritage,
as well as low level of accessibility. With social
media and digital impact, this all changes. Lastly, a
so far continuous growth is expected to last in all
segments of luxury goods industry. Even more so if
luxury brands embrace all aspects of digitalisation
in their industry.

3.2 The role of social media and digital
impact

An annual survey among 600 participants in the
luxury industry by Napean LLC and Unity Market-
ing (2018:5) showed that players in luxury industry
recognize and acknowledge the role of social media
and digital impact. Regarding the Internet, Napean
LLC and Unity Marketing (2018:5) found that, “[r]
egarding the Internet, nearly 40% of the luxury
goods and service marketers currently are not sell-
ing over the Internet, though 68% of luxury goods
companies are ecommerce enabled” (p. 5). They
rose from 62% in 2016 to 68% in 2017.Among the
brands with online sales of luxury goods, almost
one third of revenues are from online sales. Howev-
er,"a great number of service marketers (28%) have
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no plans to sell over the Internet as compared to
Luxury goods marketers, only 13% of which have no
plans to sell on the Internet” (Napean LLC and Unity
Marketing, 2018:12).

As far as it goes to revenues coming from internet
sales, 42% of luxury brands claimed to Napean LLC
and Unity Marketing (2018) that revenues from on-
line sales amount to 10% (even less) (p. 12), while
“[tlhe average percentage of revenues coming via
Internet sales is 34% overall, same as last year” (p.
12). Furthermore, Napean LLC and Unity Market-
ing (2018) found that “[ijn 2018 a majority (58%)
of luxury goods and experience marketers plan to
spend more on advertising, with social media, Web
site enhancements and Internet advertising getting
the biggest boost in advertising investments” (p. 5).
Napean LLC and Unity Marketing (2018) survey also
showed that overall luxury goods insider’s “view
the Internet and social media as the magic bullet
in 2018 to reach new customers, build impres-
sions and make connections” (p. 5). Furthermore,
“[tlo power innovation strategies, they turn to the
news and industry trade sources to follow trends
and engage in active listening and social media
monitoring to hear what their customers are saying
and understand what they are feeling” (Napean LLC
and Unity Marketing, 2018:6).Moreover,Napean LLC
and Unity Marketing (2018) survey also found “[t]
hree trends [that] emerged as the most positive
for the growth of luxury insider’s businesses. They
are product and service innovation, social media
and rise of the digital world, and product/service
diversification” (p. 6). Finally, the trend toward dig-
ital is surely confirmed in the survey. Napean LLC
and Unity Marketing (2018:15) point out that the
luxury industry used digital ads of more than USD
1 billion of value in 2016, which is an increase of
63% back in 2013, while advertising in magazines
declined by 8%. Using influencers for marketing
has also shown significantly effective results, since
luxury consumers are socially engaged. In addition
to that, in terms of sales, social media and digital
impact, very significant is the fact that Louis Vuitton
(luxury handbag brand) is the leading luxury goods
company by sales (Deloitte, 2018:26), as well as by
followers on social media (Deloitte, 2018:7) and
online popularity (Luxe Digital, 2018).

Internet and social media are not only used for on-
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line purchases, but also for comparing prices, prod-
uct features and after-sale service facilities. There-
fore, digitalisation, more specifically social media,
online shopping and digital impact, vastly influence
sales of Luxury goods. Social media is important to
reach consumers, and to make them feel important
and valued, and consequently satisfied. Influenc-
ers can boost the brand’s social visibility, which is
paramount to be conducted in the core values of
the brands in order to gain the desired effect on
consumers. The impact of influencers on the sales
of luxury brands is vast (and enabled at all) solely
because of digitalisation. Success of luxury brands
depends on various factors, such as consumer sat-
isfaction, use of online shopping, following new
trends as well as understanding the role of social
media, embracing it and using it properly to their
advantage. Ultimately, success of luxury brands is
affected by digitalisation and strategic social me-
dia involvement. Luxury brands need to balance
perfectly between social media and digital tools in
order to adapt to new trends in consumer behaviour
changes without becoming a mass market, while re-
taining their exclusivity as a core aspect of luxury
goods and improving sales.

4. Consumer behaviour in buying
luxury goods and the role of
digitalization: the example of luxury
handbags

Although it sounds as the primary function of hand-
bags is carrying personal things, alongside that
functionality there is a specific kind of psycholog-
ical and social phenomena behind luxury handbags,
as opposed to other luxury goods. As the leading
accessory of our time, luxury handbags today have
even become auction items, purchased for invest-
ment reasons. Such example is a Hermes Birkin bag
that has made the world record for being sold for
USD 203,150 at the Heritage Auction in Texas (Piir-
oinen, 2014:36). The luxury handbag market has
been significantly impacted for the better since the
number of buying options for consumers is rising.
Interestingly, the demand for male luxury handbags
is growing as men too have started to identify luxu-
ry handbags as a lifestyle and status symbol, rather
than just a functional good for women.

The best indicator of the importance of handbags
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is the fact that, according to Statista (2018), the
revenue of handbags in Europe reached USD 8,490
million in 2018, with the expectancy of market
growth of 2.8% by 2021. Furthermore, according to
Transparency Market Research Analysis (2018), the
luxury handbag market revenue of Europe amounts
to USD 5,215.3 million in 2018, with the expectancy
of market growth of 10% by 2026.Moreover, Europe
had the biggest market share in revenue, reaching
31.8% in 2016. Therefore, luxury handbags are a
huge influencing factor on the global market. Con-
sequently, luxury handbags market has a vast rele-
vance to the global market and therefore, the con-
sumer buying behaviour of luxury handbags is very
important to research, understand and manage, in
order to preserve the balance of the global market.

According to Bain and Company (2017:2), shoes,
jewellery and handbags had the fastest growth
in 2017, which indicates that online shopping has
largely impacted the luxury handbag market in
sales and growth.

Moreover, as previously stated, shoes and jewellery
had the fastest growth in 2017, immediately fol-
lowed by luxury handbags with the annual growth
of 7% in the period 2016-2017 (Figure 3). That is
relevant because it indicates the importance of
luxury handbags as a product category in luxury
goods market,and the extent to which they have an
influence on the overall luxury goods market, and
subsequently, the extent to which digitalisation has
an effect on them.

Furthermore, Deloitte (2018:29) found that in the
top 100 companies of luxury goods included in
their research, only nine companies were from the
bags and accessories product sector, with a luxury
goods sales growth of 3.4% in 2016 and a share
of 7.2% of top 100 luxury goods sales. Deloitte
2018:30) also found that, performance-wise, the
sector of bags and accessories had 6.9% net profit
margin in 2016 (Figure 4).

Breaking habits is always hard, but the studies
have shown that changes need to be made in or-
der to match the changes happening in the market
globally, and therefore persevere. Technological
progress, globalization and internet have started
tides in all segments in the global markets that
have only become bigger in time. Accordingly, there
has also been a change in consumers’ perception.
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Figure 3 Annual growth of global personal luxury goods market, by product category, 2017
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So-called millennials make new changes and tides
themselves, which calls for readjusting business
and marketing strategies to best suit their needs.
For that reason, old concepts of stores as temples
that are not meant for everyone and thus have to
be slightly changed, better said altered, into what
today’s market and consumers need. Next genera-
tions have different values, although the concept of
luxury will probably never change. The only thing
that will stay relative about it, as it already has
so far, is the object considered as luxury good at
a particular moment in time. With that being said,
the obvious conclusion is that brands that actively
respond to the ongoing shift in the new generation
of consumers and subsequently their demands for
digital tools such as online shopping, as well as
needs for and perception of luxury, will tend to
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grow significantly. In addition to that is the fact that
accessories, including luxury handbags, remained to
be the personal luxury goods category of the fastest
and largest growth (9% growth in 2017) (Bain and
Company, 2017:20).

Luxury handbags are a huge influencing factor on
the global market. Consequently, luxury handbags
market has a vast relevance to the global market
and therefore, the consumer buying behaviour
of luxury handbags is very important to research,
understand and manage, in order to preserve the
balance of the global market.

5. Conclusion

Consumer buying behaviour is a complex process
and a very important aspect of luxury goods phe-
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nomenon, so the results gained on this subject have
been enlightening and important for conducting
further research studies, considering the unparal-
leled growth of luxury market and industry. Luxury
handbags represent a good example (case study)
for the research, since the recent examples and
data on digital sales of these products are avail-
able. Since these trends are rather new, especially in
this category of products, the research contributes
to the existing literature by bringing the contem-
porary development of demand for Luxury products
and services and examines it in the light of eco-
nomic theory, and contributing to the literature on
the digitalisation and online shopping as some of
the consumer behaviour factors in buying luxury
goods. The result of this research is identifying
the role of digitalisation and future trends in the
consumer behaviour when buying luxury goods,
as well as luxury industry and brand strategies as
an answer to all digitalisation challenges. These
results will help in understanding the changing
concepts in the consumer behaviour imposed by
digitalisation in the sector of luxury goods, espe-
cially having in mind that 10% or less of luxury
purchases relates to digital sales (Napean LLC and
Unity Marketing, 2018:12), with an estimation “that
online sales for personal luxury goods will make
up 25% of the market by 2025” (Bain and Company,
2017:23). It was found that there are six stages of
consumer buying process and four types of consum-
er buying behaviour (Pinki, 2014), as well as four
major factors that influence consumer’s buying be-
haviour (Singh et al,, 2014), and specific individual
differences (Tekin et al,, 2016) that highly affect
consumer behaviour. None of the aforementioned
aspects of luxury consumer buying behaviour have
been said to encompass digital tools such as online
shopping. The luxury goods industry has been on a
rise for a long time and has been changing macro-
economic climates. The best indicator of this is the
statistic showing the growth of the luxury market
of 5% since 2016 (EUR 1.2 trillion globally in 2017),
as well as that the market of luxury goods reached
a record high EUR 262 billion (Bain and Company,
2017:6), which makes this phenomenon of con-
sumer behaviour in buying luxury goods, more
specifically luxury handbags,and the impact of dig-
italization and online shopping, of great influence
and potential, as well as of academic and practical
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relevance.Also, the predictions are that the market
will further grow (4%-5%), predicting that the mar-
ket for personal goods will reach EUR 295 - EUR
305 billion by 2020. Moreover, the statistical data
indicates the importance of handbags. The luxury
handbag market revenue of Europe amounts to
USD 5,215.3 million in 2018, with the expectancy
of market growth of 10% by 2026 (Transparency
Market Research Analysis, 2018). Furthermore, due
to digitalisation, online sales for personal luxury
goods (including luxury handbags) will hold 25% of
the market by 2025, growing 4% - 5% per year (Bain
and Company, 2017:24), which evidently shows that
online shopping has affected the sales of all luxury
goods, including Luxury handbags, to a significant
extent. Technological progress, globalization and
internet have started and even forced changes in
all segments in the global markets. Subsequently,
there has also been a change in consumers’ per-
ception which calls for readjusting business and
marketing strategies to best suit consumer needs
in order to improve sales. In compliance with glo-
balization, internet and fast-track changes of every
aspect of today’s life, luxury industry succumbed to
new trends. Digitalisation was found to be a huge
trend in luxury goods industry that is expected to
last indefinitely (CB Insights research brief, 2018;
Napean LLC and Unity Marketing, 2018:6). More
specifically, there are new trends in place that are
reshaping luxury industries, many of which are
some form of digitalisation (CB Insights research
brief, 2018; Napean LLC and Unity Marketing,
2018:6). Accordingly, luxury brands that actively
respond to the new trends and ongoing shift in the
generation of consumers and subsequently their
demands for digitalisation,as well as needs for and
perception of Luxury, will tend to grow significant-
ly. In fact, revenues coming from the internet sales
show that 42% of luxury brands claimed that reve-
nues from online sales amount to 10% (even less)
(Napean LLC and Unity Marketing, 2018:12), while
“[t]he average percentage of revenues coming via
Internet sales is 34% overall” (Napean LLC and Uni-
ty Marketing, 2018:12). The average percentage of
revenues coming Via Internet sales is 34% overall.
Furthermore, in 2018 a majority (58%) of luxury
good brands planned to use more social media, web
site and other online advertising (Napean LLC and
Unity Marketing, 2018:5). Additionally, the growth
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of online sales continued rising by 24% in 2017,ac-
quiring a market share of 9%, which indicates that
the identified luxury industry trends have indeed
shown their influence through aforementioned
numbers of market shares (Bain and Company,
2017:2). In terms of sales, social media and digital
impact, the comparative analysis has shown that
Louis Vuitton (luxury handbag brand) is the leading
Luxury goods company by sales (Deloitte, 2018:26),
as well as by followers on social media (Deloitte,
2018:7) and online popularity (Luxe Digital, 2018).
These coinciding results indicate that there is a con-
nection between Louis Vuitton being the leading
luxury brand by sales, as well as the leading Luxury
brand by popularity online and by followers on so-
cial media, which ultimately indicates that digital-
isation and its various tools have a crucial effect on
sales of all luxury goods, luxury handbags included.
In order to grow and nurture a brand’s image and
sales, it is of imperative and crucial importance to
include online shopping, social media and other
digital tools into luxury brand’s marketing, sales
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