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ABSTRACT 

 
This paper is aimed at understanding a luxury product’s value. The luxury market is a really 
special market, with different rules and a different logic than other markets. Customers are 
not only looking for useful or efficient product, but for quality, scarcity and well-valued 
products. Noriaki Kano and its studies on a product’s characteristics allows us to understand 
widely the customer’s satisfaction. However, in the luxury market, this satisfaction seems to 
be more complicated to implement. A Micro economic analysis of the luxury market helps us 
to understand specificities of the market, and ways to improve a luxury product’s value. 
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INTRODUCTION 
 
A company’s main goal is to make a maximum profit and to be sustainable, by proposing the 
most attractive products, or by having the best “Price / Performance ratio” for example. In 
order to be sustainable, a company has to build a good customer relationship, retaining them 
by proposing the best customer value : “a measure of the difference between what a customer 
pays for a product or service, and the value they get from it (Definition of “customer value” 
from the Cambridge Business English Dictionary © Cambridge University Press)”. 

 
This definition helps to understand the fact that a product’s value is important to 

maintain a good attractiveness. Kano, proposed a model (Kano, 1984), to fully understand 
customers’ preferences, and the relationship between customers’ satisfaction and a product’s 
attribute. He found out a nonlinear relationship between those two variables, and 
distinguished 5 categories of attributes. (Kano et al. 1984, Berger et al 1993, Matzler et al 
1996, Nilson-Witell and Fundin 2005). First, the “must be” attributes, they are the essentials 
ones, they are perceived as “normal” for a product, the customer won’t be satisfied at all if 
they are not present. Then, comes the “attractive” ones, that add a value to the product and 
satisfaction for the customer. The third ones are the “One-dimensional” attributes, if they are 
present, the satisfaction they will bring would be proportional to their performance. The two 
others attributes are the “Neutral” ones, satisfaction will be the same either they are present or 
not, and the “Reverse” ones which presence brings dissatisfaction. Lot of studies on the Kano 
model, showed that this model is different for every market. Indeed, if Ikea started to sell 
monochrome paintings, white for example, the “must-be” attributes of this painting (to 
decorate proposing specific design) would not be present and the product might be a failure, 
whereas Yves Klein can make monochrome and people would be ready to pay several 
millions to get it. This example shows how different expectations are on a market, and 
especially in the luxury market which is a real world apart. Concerning general goods, the 
relationship among perceived value, perceived quality and perceived risk is clear, according 
to B.Snoj (B.Snoj, 1992. Journal of Product and Brand Management). Nevertheless, these 
relationships are not the same in the luxury market. Preliminary analyses on this market are 
needed to understand the issues.                                        

According to Bain and Company, a French consulting firm that analysed each year the 
luxury market (Bain and Company, October 2016), the whole luxury market in 2016 knew a 
4 percent increase, and represents now more than one thousand billion euros (1061 billions 
USD). It is a huge market, pushed a lot by luxury cars. For the first time, Chinese’s 
consumption of luxury products decreased by one percent, while the English market thanks to 
the Sterling’s decrease has known a slight rise. Online sells are the big surprise of this last 5 
years. They have known an incredibly rise, and the online market is the third biggest of the 
world. This ascertainment shows widely that the luxury market is so globalized, that thinking 
country by country, or focusing on the local needs has become obsolete.                                              

Specificities on these market are easy to establish: indeed, what are the consumption 
driving factors in the luxury market? All the classic theories on pricing, positioning, and 
targeting are not always available. Indeed, Veblen (Veblen, 1899) showed that if a luxury 
product’s price decrease, the product becomes less attractive, on the contrary if the price 
increase, consumer will be more willing to buy it, and the consumers satisfaction is going to 
increase as well. This statement leads to a related question; how can a luxury company 
propose a good customer satisfaction? Proposing a good price is obviously a solution as 
Veblen showed, but scarcity, quality, and related services are also useful tools to reach these 



objectives. Kano model (Kano, 1984), is a good and adapted tool to understand the effect of 
the added value of a product on customers’ satisfaction, and can help companies to take the 
good decision to improve their products’ value.  However, is this model still available with 
the market’s evolution? The Kano model presents some limits (Ching-Chow Yang, 2007), we 
will through this paper to analyse those limits and to find possibilities to improve a product’s 
value. 

The following of this paper is divided in five parts, the first one is the theory, which 
presents all of our research and their logical relationships, the second part is the 
methodological part, it presents the procedure used to make this paper. The third part is the 
empirical data which presents the result of our questionnaire. The fourth part is the analysis 
of how to improve a luxury product’s value, and the fifth part is the conclusion of this paper. 

 

METHOD 
 
This paper was conducted by using secondary data in form of quantitative information but 
also primary data in form of questionnaire. Quantitative data was gathered from literature 
reviews, online business press and magazines. In order to validate the data gathered, search 
for supporting sources has been crucial for this study. We have looking for articles and books 
at the library and we have tried to find relevant information on the Internet. Based on this 
secondary data, the aim of the paper was to do a literature review regarding how it can be 
possible to improve a luxury product’s value. 
  

Concerning the primary data, we have decided to create a questionnaire about the 
luxury consumer behaviour. We have chosen the fifteen more relevant questions for us to 
determine the consumer’s behaviour in this sector. We published it on some social network 
such as Facebook or Twitter. In fact, we wanted to know the opinions of all kind of people: 
every social background, every ages and every habits in this sector.  
 
 

THEORY 
 

To make the paper as comprehensive and understandable as possible, we decided to explain 
the Kano model and to introduce its relationship with the customer’s satisfaction in the luxury 
market. As we noticed in the introduction, the Kano Model of Customer Satisfaction shows 
that it exists a non-linear relationship between attributes’ performance and the customers’ 
satisfaction. According to this model, it is possible to distinguish five categories of attributes: 
the “Must be”, the “One-dimensional”, the “Attractive”, the “Neutral” and the “Reverse”. 
(Gérson Tontini et al. How do the interactions of service attributes affect customer 
satisfaction? A study of Kano Model’s attributes). This model is particularly useful in the 
design stage of a product because it helps for the categorization of existing and non-existing 
product/service attributes according to their ability to cause satisfaction and dissatisfaction. 
Kano (2001), also believes that those attributes change for the customer with time, from 
attractive to one-dimensional and then must be (Gérson Tontini et al. How do the interactions 
of service attributes affect customer satisfaction? A study of Kano Model’s attributes). 

 



However, it exists some debates about this model. Some authors, such as Mikulic and 
Prebezäc (2011) defend the use of the traditional Kano method to identify attributes’ 
classification. (Gérson Tontini et al. How do the interactions of service attributes affect 
customer satisfaction? A study of Kano Model’s attributes). Nevertheless, the model has been 
criticised by some others. In fact, according to Marta Grazia Violente and Enrico Vezzetti 
(2017), this “model only emphasizes on the classification method and the qualitative 
descriptions of various relationship curves”. They think that the Kano model “lacks of 
quantitative measurement of Customer Satisfaction” (Marta Grazia Violente et al. 2017, 
Kano qualitative vs quantitative approaches: An assessment framework for products 
attributes analysis). 

That’s why, Lii, Lin and Wang (2011) develop a new Kano’s evaluation sheet. They 
have defined canonical and non-canonical judgment of the evaluation sheet based on a novel 
“similarity” calculation. Those authors believe that “their proposed Kano’s evaluation sheet is 
more practical because it supports a precise judgment of the category of quality attributes.” 
(Gerson Tontini et al. 2013, How do interactions of Kano model attributes affect customer 
satisfaction? An analysis based on psychological foundations). 

Moreover, some methods, such as the IPA and the GSA have been developed to 
identify which one of the customer’s attributes should be improve to favour the customers’ 
satisfaction. The Importance Performance Analysis (IPA), has been developed by Martilla, 
James (1977) and Slack (1994), and is highly used. The Improvement Gap Analysis has been 
developed by Tontini and Picolo (2010), and uses the “expected dissatisfaction with a low 
level of attribute’s performance, and the gap between the expected satisfaction with a high 
level of attribute’s performance and the current satisfaction” (Gérson Tontini et al. How do 
the interactions of service attributes affect customer satisfaction? A study of Kano Model’s 
attributes).  

“The luxury branding industry is a vast, complex and highly competitive space that 
has flourished in the last decade” (Eunju Ko et al. 2016, Luxury brand strategies and 
customer experiences: Contributions to theory and practice). To improve a luxury product’s 
value, it’s first important to understand the consumers needs. In fact, Qin Bian and Sandra 
Forsythe (2012) “examine the effects of individual characteristics (i.e., consumers' need for 
uniqueness and self-monitoring) and brand-associated variables (i.e., social function attitudes 
toward luxury brands and affective attitude) on U.S. and Chinese consumers' purchase 
intention for luxury brands. Affective attitudes are a powerful predictor of behaviour because 
they involve consumers' feelings or emotions” (Eunju Ko et al. 2011, Fashion marketing of 
luxury brands: Recent research issues and contributions). In fact, “the need for uniqueness 
and materialism do not directly impact the repurchase intention of luxury goods, but directly 
influence the construct of status consumption, which generates affective responses and 
subsequently affects repurchase intention” (Wing Yin Chan et al. 2015, Materialistic 
consumers who seek unique products: How does their need for status and their affective 
response facilitate the repurchase intention of luxury goods?). 

 

 

 



Moreover, a study has been conducted in 2016 and examine the impact of specific 
customer emotions before and after entering a luxury shop. The authors notice that the 
customers feel diverse emotions and some of them influence their perceptions of service 
quality in the store. The influence emotions can be anger, comfortable, pride, privileged, 
shame or even sophisticated. That’s why, the study shows that luxury store managers should 
be aware that customer emotions are important and they should customize their approaches to 
manage customer emotions (Sooyun Kim et al. 2016, Customer emotions and their triggers in 
luxury retail: Understanding the effects of customer emotions before and after entering a 
luxury shop).  

However, it also exists some other factors that can influence the luxury product’s 
value. Veblen (1899) explains that the price of a product can influence the consumer. 
According to him, an increasing price will increase the perception of exclusivity for the 
consumer. That’s why, Kapferer and Bastien explain: "A reasonable price is a price that 
appeals to reason, and therefore to comparison," but luxury is not comparative, but 
superlative (Kapferer and Bastien 2009). Keller thinks that discounts in luxury stores can risk 
their brand image (Keller 2009). However, increasing prices make a product less accessible 
for more and more consumers and it exists a point where the product becomes inaccessible 
for everyone (Kapferer and Bastien, 2009). 

Some authors think that luxury is supposed to be priceless and only to target 
extraordinary people (Kapferer & Bastien, 2009, 2012). Nevertheless, a study has been 
conducted and shows that “displaying prices makes brand luxury even more salient and acts 
as an additional consistent cue to clearly position premium brands on the luxury scale” 
(Miyazaki et al. 2005, Monroe 2012). So, according to this research, price display doesn’t 
erode the brand perceived quality and uniqueness. It shows that it exists factors in the store 
that can influence the customer (Béatrice Parguel et al. 2015, How price display influences 
consumer luxury perceptions). 

 
 

EMPIRICAL DATA 
 
To make our empirical data part, we decided to create a questionnaire. In fact, to know how 
to improve a luxury product’s value, it’s important to have information about the customer: 
what he thinks about the luxury brands, what are his expectations and how the luxury brands 
can improve themselves. 
  

Our questionnaire has fifteen questions and we have interviewed 237 people. More 
than half of the people interrogated are women (58,5 percent) and the majority (90,6 percent) 
are between 12 and 25 years old. Only 1,9 percent of the people interviewed are more than 51 
years old. Moreover, more than half of them (56,6 percent) buy between one to three luxury 
products in a year. Those luxury products are mostly clothes (62,3 percent) electronic goods 
(56,6 percent) and cosmetic (52,8 percent). However, only 5,7 percent of the people 
interviewed by luxury furniture. We also ask them what they think about the luxury brand's 
quality. The majority of them (71,7 percent) believe that not all luxury brands are of good 
quality. 
  
 



We also wanted to ask customers about the factors that make them choose a luxury 
product. The 92,5 percent of people interviewed are price sensitive when they buy luxury 
products. For the biggest part, they buy those kind of items because of the sales (62,3 
percent). However, the quality (56,6 percent) and the brand (49,1 percent) are also really 
important for the customers. 
  

Moreover, we decided to make an open question to let people describe which one of 
the luxury brands are they loyal to and why. The majority of the people interviewed has 
answered that they are loyal to Apple because of the quality and the design. The second brand 
named by them was Hugo Boss because of the quality and the elegance of the products. 
More than half of the people interviewed (67,9 percent) think that luxury brands are long-
lasting and 58,5 percent of them think that luxury brands have a superior quality. The 47,2 
percent of them agree that luxury brands propose products with a better design and only 34 
percent believe that luxury brands offer good after sales services. 
  

One of the most important question of our questionnaire is to know if the product’s 
scarcity is important for the customers. Almost half of them (44,2 percent) think that the 
scarcity is a plus. Some of them (25 percent) think that it’s very important and the rest (30,8 
percent) believe that it’s not important. 
  

Finally, the majority of the people interviewed (84,9 percent) prefer to buy luxury 
items in stores. Only about 15 percent of them prefer to buy those products on the internet. 
Moreover, the after sales services are very important for the customers (50,9 percent). Only a 
little part (13,2 percent) think that the after sales services are not important and the rest (35,8 
percent) believe that it’s quite important.   
 
 

ANALYSIS 
  
The first result that appears after the researches’ analyse, is the huge market’s evolution 
during the last 20 years. The luxury market has known a wide democratization, and is much 
more affordable than before (Jose Luis Nueno et al. 1998, The mass marketing of luxury). To 
create customers’ needs, especially in the luxury market, it is not only important to show the 
good quality, efficiency, aesthetic of the product, but also to show the “social-value” of the 
product. This “social-value” is closely linked to the brand image. In order to improve this 
image, the communication strategy of the company is incredibly important: trade shows, 
fashion shows, advertising are part of the wide communication tools of luxury brands. To 
build this image, luxury brands have to respect particular features in their communication 
strategy (V.Grigorian and F.Espinoza, 2014). The company has to have its own image and 
improving it in the same meaning: it is the example of Ferrari who participates to the Formula 
1 competitions to show its ability to build powerful models. After sale services are also very 
important to improve this image: customers do not only buy a logo, but also everything it 
implies: if we take the example of Jeep, customers feel like being part of a huge family, 
sharing the same “Jeep” experience : as shown by the famous slogan " I live. I Ride. I Am. 
Jeep ". Stores are also more important in the luxury market. They are the facade of the brand, 
they have to show its prestige, but also to propose a specific experience for the customer, and 
to make him understand the brand beliefs. To resume, in order to improve its products’ value, 
a luxury brand has to create its own specific environment, beliefs, and community, that will 
create the envy and the need to get into this community. Those features take part in the 
“differentiation policy” of the company. 



Nevertheless, concerning products’ features in the luxury market, they are way 
different than other markets. Indeed, a “basic” product has to answer customers’ needs, the 
“must-be” features have to be present. A luxury product creates itself the customer’s needs, 
and is aimed at making the customer “dreaming”. This specificity is the same for the price: in 
the luxury market, price is not the real value of the product, it is more a “scarcity” guarantee 
and is disconnected from the product’s real value. The next diagram (P.Doyle, P.Stern, 2006), 
helps us explaining how to fix a luxury product price, and which strategy choosing. 

 
 

 

Alternative pricing strategies and value implications 
 
 

To make luxury products, we can consider that a good, even really good quality is a 
“must-be” feature (Kano, 1984). Veblen in 1899 (Veblen, 1899) showed that increasing a 
luxury product price will increase the interest for the product and conversely. Considering 
those statements, 3 possibilities appears for a good pricing strategy: a high value strategy, a 
premium strategy, or an overcharging strategy. The “high value strategy” can be interesting 
but might decrease the public interest concerning the product. A “premium strategy” would 
be logical : a high quality for a high price. Nevertheless, applying Veblen theory, we can 
consider that for the best quality products, an even higher price could be interesting to 
increase scarcity and interest. An “overcharging strategy” appears as being the best pricing 
strategy : on the previous diagram an overcharging strategy is for medium quality products, 
but it is easy to adapt it to high quality products, increasing prices even more. That is the 
strategy chosen by most luxury companies, especially Louis Vuitton (Shin'ya Nagasawa, 
2009). However, Kapferer and Bastien, showed that fixing a too high price can be a huge 
disadvantage, making the product unaffordable (Kapferer and Bastien 2009). That is why, 
well targeting customers and well understanding the product’s scarcity are wide issues for 
companies in order to improve a product’s value.  

 
         To resume, to improve its product value, a luxury brand has to improve its image, and 
fixed a good price in order to allure customers. The next diagram explains us the closed 
relationship between productivity and differentiation, and where each brand is located in 
relation to others. 



  
 
  

Competitive strategies in the watch industry 
 
 

  
         As we can see, productivity which is directly linked to scarcity, depends highly on 
differentiation: Luxury brands, to be considered as such, must present a high degree of 
differentiation and a high productivity cost. It clearly shows customers’ expectation 
concerning this type of products, and supports the idea that attractive features (Kano, 1984) 
are as important as “one-dimensional” features in the luxury market. It is, in fact, really 
complicated to differentiate the “one-dimensional” and the “attractive” features in the luxury 
market. To consider a product as luxurious, it obviously has to show differentiation, scarcity, 
higher quality etc., Attractivity won’t concern the product itself, but what buying this product 
involve: after sales services, image, being different, quality insurances etc. 
 
 The survey (Annex 1), helped us to better understand customers’ need. More than 90 
percent of the population surveyed are 12-25 years old, mostly students. Nevertheless 57 
percent are average customers (1 to 3 items bought a year), and 33 percent are big customers 
(between 3 and 9 items a year). Questions about motivations to buy luxury products lead us 
to those statements: First, quality is the most important factor in the purchasing process, if 70 
percent think that luxury brands are not all of good quality, 77 percent considered quality as 
the most important factor for a luxury product. However, according to the population 
surveyed, 60 percent consider that during sales or price decrease is more interesting than 
quality. It is a way to reach an unaffordable product even if it is not of really good quality. In 
addition, 93 percent are price sensitive concerning those products. Finally, we noticed that 44 
percent give importance to scarcity, almost 50 percent to the after sales services, and 85 
percent prefer buying luxury goods in stores instead of online. This return reinforces us in the 
idea that all the services, offered with the purchase of a luxury good are not only options, but 
necessary features that take more and more importance in customers’ satisfaction and widely 
improve a product’s value. Also, the survey population is really sensitive to price decrease. 
Indeed, when a luxury product faces sales, its price decrease and more people will buy it, its 
value will obviously decrease and even if the company could probably make more benefits, 
selling more, it does not increase the product’s value.  
 
 
 
 
 



By the time, and the democratization of the luxury market, we can see that the 
attractive features mentioned before, have now turned into One-dimensional ones. Indeed, 
nowadays, there are no luxury brand that does not propose those features, and if they are not 
fulfilled, it would create dissatisfaction (Elyette Roux, 2003). Those statement implies an 
evolution of this market that totally changed the way of carrying out the Kano model (Kano, 
1984). This model has to be readapted. A huge advantage of this market is the survey’s ease 
of execution: customers are more willing to fulfil surveys when they buy a high price 
product, they are more willing to spend time in stores, or on websites. Feedback are easier to 
receive. Moreover, the survey should not be limited to the product itself, but should concern 
everything that empowered the product’s value, and overall, scarcity which can be seen as a 
full feature.  

 
Adapting the Kano Model to the luxury market needs to rethink the whole model. 

First, we noticed that “one-dimensional” and “attractive” features are closely linked, and can 
be assimilated to one single category, that we are going to call the “one-dimensional” one. 
When they will be present, customers’ satisfaction will increase a lot, and price will follow 
until a certain limit. “Must-be” attributes, can be associated to quality, good brand image, 
they are necessary to sell the product, satisfaction will be negative if they are not fulfilled. 
The last attribute will be scarcity, it is a whole part attribute, that is closely linked to the 
price. As we saw, the price is a huge part of the luxury marketing. The aim of luxury is not to 
answer customers’ need but to create those needs. Implementation of the attributes 
mentioned, is totally linked to the product’s price, that is why we identify the horizontal axis 
to the product’s price. On the vertical axis, we have the customer satisfaction, that translates 
the “perceived value” of the product.  

 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



The “Must-be” curve, because the price is the horizontal axis, is an exponential curve, 
that allows the product to reach the minimum customer satisfaction. Scarcity, closely linked 
to the price is an affine function, when it raises, the price follows. The “one-dimensional” 
attributes are the one that increase performance, and that make the price increases when 
fulfilled until a certain limit. We can notice that Three zone appear. The basic zone, is when a 
product answers to the basic needs for a luxury product: quality, good brand image, rarer 
product than basic ones. This zone is a low value products zone. The second zone represents 
products with performance attributes, such as a higher brand image, good stores, good after 
sale services, innovations etc. Those are luxury products that answer the best to customers 
needs. They are high valued products, with high dependence to the brand image and 
everything that buying the product implies. The last zone is the excitement zone. In fact, it 
represents the best valued products on the market. Those are products with “must-be” and an 
interesting “one-dimensional” attributes, combined to a good “scarcity policy” that allows a 
good price raise.  

 
The Kano survey, will respect the same schema as Kano’s. Nevertheless, as we 

consider “attractive” and “one-dimensional” as similar, the survey will only concern 
“Attractive” and “must-be” features. Scarcity becomes a new attribute, fully controlled by the 
company, in order to improve the product value.  

 
To make it clear, this adaptation of the Kano model, can be seen as a Poker game. 

Price is the betting prices, and attributes your personal cards. After the “river”, you have 
Seven cards, 5 common to everybody and 2 personal ones. If you are in the Basic zone it 
means you don’t have any combination, you can lie and practicing a high price, or keep a low 
price, but you take a lot of risk and your “product” won’t be sustainable on the market. The 
performance zone could be related to a good combination such as a “full” or “colour”, you 
can fix a high price without taking too much risks, it is the average luxury product. 
Nevertheless, if you are in the “excitement” zone, it means that you combine good features, 
with scarcity (let’s say a royal flush, the best combination) you can practice a very high price, 
and eliminate your competitors without any risks. This popular science is a metaphor, but 
explains how to identify a product on the market, and allows to improve its value. 

 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
 
 

 
 



CONCLUSION 
 
The luxury market has widely evolved in the two last decades. It has become much more 
democratized; luxury product is more accessible than before. Luxury brands need to 
distinguish themselves, by offering a better value for their products. The Kano model offers 
an efficient way to understand customers’ satisfaction, identifying the “must-be”, the 
“attractive” and the “one-dimensional” features of a product. Nevertheless, this model is not 
well adapted to the luxury market, and has to be readapted. Therefore, how can a luxury 
company improve its products’ value?  

 
This paper, is aimed at finding ways to improve a luxury product’s value, by relying 

on the Kano model. The evolution of the luxury market, leads us to identify the different 
attributes for this kind of product: The “attractive” attributes are strongly linked to the “one-
dimensional”, and are related to the brand itself and all the services proposed around the 
product. Both attributes can be reunited to form a full attribute.  From this statement, different 
ways to improve a product’s value appear, using a re adaptation of the Kano’s model. The 
most important thing, is to fix the right price. We saw, that using an Overcharging strategy is 
widely recommended, combined to a low productivity. This price has to be included in 
surveys, as a full attribute. Nonetheless, fixing a high price implies high services or a high 
brand image. A good brand image, to be sustainable on the market, is mandatory. Combining 
the “must-be” and the “one-dimensional” attributes together with the right price, the product's 
value will reach a high level. Finally, scarcity is closely linked to the price, but depends also 
on the product’s production costs (which can easily be evaluated). Well combined, scarcity is 
the best way to improve a luxury product value. All those attributes are present and evaluated 
on the proposed model.  

 
Nevertheless, a limit to this paper, would be that it does not fully analyse the 

“attractive” attributes, identifying them to the “one-dimensional” one, and the survey is a 
really hard tool to implement. Moreover, improving a luxury product’s value is a good 
challenge, but how can companies distinguish their products from others already implanted 
on the market?  
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