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DEFINITION NOTICE  XV 

 

Definition Notice 

▪ Veblen Effect → An increase in price leads to an increase in demand.  

▪ Veblenian consumption = conspicuous consumption → The terms Veblenian 

consumption and conspicuous consumption will be used interchangeably in this 

dissertation because they describe the same purchase motivation i.e. the strive to put 

one’s wealth in evidence and thus achieve a higher status in society by consuming 

expensive luxury goods visibly. However, due to each paper’s varying context, the term 

Veblenian consumption is employed in Paper 2 (Chapter 5) and Paper 3 (Chapter 6), 

whereas the term conspicuous consumption is used in Paper 1 (Chapter 3).  

▪ Veblen Effect ≠ Veblenian (conspicuous consumption) → The Veblen Effect is the 

price phenomenon, i.e. the outcome effect, whereas Veblenian (conspicuous) 

consumption is the driving purchase motivation among others that cause this effect to 

occur. Therefore, although the naming is similar, there are not synonymous.  

▪ Authors = Employed when a Figure, a Table or content is part of a paper written 

conjointly between Prof. Dr. Martin Fassnacht and Jil-Marie Dahm.  

▪ Author = Employed when a Figure, a Table or content is only part of this dissertation 

document written by Jil-Marie Dahm. 

▪ Consumer(s) = Refers to the person buying and consuming the luxury good. This means 

that due to the focus of this dissertation as well as the set-up of the empirical analyses, 

only luxury purchase motivations and contexts are considered, where the buyer = the 

consumer. Luxury purchase situations, where the buyer ≠ the consumer, such as in 

gifting situations, are excluded.   

 



 

 

 

 

 

 

 

 

 

 

 

 

 “Luxury goods are the only 

area in which it is possible to 

make luxury margins.”1  
 

Bernard Arnault  
Chairman and CEO of LVMH 

(Capital, 2010) 

                                                 
1 Translated from French by the author 
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1. Introduction 

1.1 Background to the problem statement 

Over the past seven years, the global luxury market has been continuously growing and in 2015 

it even surpassed the €1 trillion mark reaching €1.2 trillion in 2017 (refer to Figure 1). The three 

largest segments, namely luxury cars, personal luxury goods and luxury hospitality, have 

experienced substantial growth rates with a Compound Annual Growth Rate (CAGR) of 10%, 

5% and 11% respectively from 2011 to 2017 (Bain & Company, 2012, Bain & Company, 2017).  

 
Figure 1 – Development of the global luxury market 

 
Source: Author’s adaptation of data retrieved from Bain & Company ( 2012, 2013, 2014, 2015, 2016b, 2017) 

 

This positive development of the global luxury market has been fostered among others 

by the increasing disposable income of the middle class, luxury consumers’ enhanced travelling 

activities and the rise of the Internet with seemingly infinite online shopping possibilities (Bain 

& Company, 2016b). Accordingly, around the world there has been a surge in demand for 

luxury and luxury brands thus extended their market presence for example by offering more 

products at the entry-level price range, selling through more distribution channels or by thriving 

for a communication presence across media types. Although this strategic approach exploited 

the upswing in luxury consumers’ purchase behavior, it led to two major consequences for 

luxury brands:  

 



2                             1. INTRODUCTION 

 

1. A dependence on the volume side of the revenue equation has developed. Therefore, in 

2016 for the first time since the financial crisis, the global luxury market stagnated 

because there was a reduced luxury spending of Chinese consumers as well as 

geopolitical tensions (e.g. rising terrorism, Brexit, US election). This hampered tourism 

and enhanced exchange rate fluctuations among others (Bain & Company, 2016a). In 

2017, however, when the purchase volume picked up again, the luxury market also went 

back to a growth path. This dependence on the purchase volume makes the development 

of the global luxury market volatile and unpredictable.  

2. By diffusing luxury brands’ presence, luxury, which used to be reserved only for the 

upper class, has allowed the masses of consumers to access it as well. This goes against 

the rarity principle of luxury, because flooding the market with an increased number of 

products usually leads luxury brands to lose their desirability (Dubois & Paternault, 

1995).  

 

Therefore, it is probably one of the greatest challenges for luxury brands to balance the 

pursuit of generating growth and maintaining the rarity of the brand in order to uphold the 

luxury dream for consumers (Dubois & Paternault, 1995; Kapferer, 2015; Kapferer & Valette-

Florence, 2016). Especially for luxury brands the strategic focus should thus be on pricing 

considerations rather than volume factors in order to solve this conflict, because the price is not 

only a direct profit driver, but it is also the strongest one, as Marn and Rosiello argued 

“improvements in price typically have three to four times the effect on profitability as 

proportionate increases in volume” (Marn & Rosiello, 1992, p. 84). 

According to an interview by the French Capital magazine with Bernard Arnault, 

“luxury goods are the only area in which it is possible to make luxury margins”2 (Capital, 2010). 

Since profit margin is defined as profit (revenue minus cost) divided by revenue (price times 

volume), this means that luxury brands achieve in relative terms substantially higher revenues 

than costs as compared to their conventional counterparts. This becomes evident when 

comparing the luxury fashion brand Gucci to the conventional fashion brand Zara for example, 

which are both under the top 100 most valuable brands (BrandZ, 2017). Over the last decade, 

Gucci has achieved on average a 65% higher operating profit margin than Zara (see Figure 2). 

                                                 
2 Translated from French by the author 
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However, as scarcity is a key characteristic of luxury goods (Dubois, Laurent, & Czellar, 2001), 

this advantage is not a result of a greater volume of products sold, but rather of a higher price. 

  
Figure 2 – Financial comparison of a luxury vs. a conventional brand  

 

 

 

Source: Author’s illustration of data retrieved from Inditex (2017) and Kering (2017b) 

 

Accordingly, luxury goods are not just expensive, but rather luxury goods are the 

superlative of expensiveness. It goes even so far that a high-end price comes first to the mind 

of consumers when thinking about this type of product or service (Heine & Phan, 2011). 

Accordingly, a high price is the core characteristic of luxury goods, because it stands in a direct 

relationship to the other main luxury characteristics, namely excellent quality, aesthetics, rarity, 

superfluousness, and long heritage (Dubois et al., 2001). Therefore, luxury goods are 

considered as superlative both in terms of perceived relative value as well as perceived relative 

price by consumers in comparison to their respective market average. As a rule of thumb, a 

luxury good should bear at least a price premium of 30 per cent vis-à-vis non-luxury goods with 

comparable tangible values and they should cost more than five times the average price of their 

respective product category (Kapferer & Bastien, 2012). Nevertheless, the price by itself does 

not lead to enhanced utility for consumers because they "do not seek to pay high prices for the 

sheer pleasure of being overcharged” (Bagwell & Bernheim, 1996, p. 350). The price rather 

plays a crucial role in legitimizing the value of the luxury product or service.  

Nevertheless, the price also stands in direct relationship with the volume sold. 

According to traditional economic theory, price exhibits an inverse relationship to demand, 

meaning that typically an increase in price causes a decrease in demand and thus results in a 

negatively sloped demand curve (Marshall, 1890). This law of demand relies on the assumption 
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that a price increase of a commodity makes its purchase less attractive to consumers because it 

diminishes their purchasing power for other commodities (Marshall, 1890). However, luxury 

products serve as an exception to this theory because of the underlying symbolic reasons of 

consuming them (Bagwell & Bernheim, 1996). Therefore, economists argue for these products 

that at least for certain areas of the demand curve, an increase in price leads to an increase in 

demand and thus results in a positively sloped demand curve (Leibenstein, 1950; Veblen, 1899). 

This is the so-called “Veblen Effect” (Leibenstein, 1950, p. 189).   

Particularly in the challenging times of the global luxury market today and with 

continuously rising competitive forces, luxury brand managers should be aware of the Veblen 

Effect for their particular products and adapt their pricing strategy accordingly. This will be 

discussed in the managerial implications of Paper 1,2, and 3 in Chapter 3.5.2, Chapter 5.7.2 and 

Chapter 6.7.2 respectively. However, although the price is the main profit driver and a very 

high price is one of the key characteristics of luxury brands (Dubois et al., 2001), managers 

cannot receive any advice from the academic field because the Veblen Effect has been sparely 

covered conceptually and empirically in the literature to date.  

Therefore, it is the aim of this dissertation to fill parts of the existing research gap 

regarding the Veblen Effect by determining the existence of this theoretical phenomenon and 

its underlying driving factors. Thereby, it is the purpose to contribute to luxury brand and price 

management literature as well as luxury consumer behavior research. Ultimately, the author 

wants to encourage luxury brand managers to exploit their pricing strategy in order to push their 

luxury brands to their fullest growth potential and to even enhance their desirability 

simultaneously.  

1.2 Objectives and outline of dissertation 

As pointed out in the previous Chapter 1.1, the Veblen Effect seems to have been forgotten or 

taken for granted in the existing literature. For this purpose this dissertation aims at revisiting 

the luxury-specific price phenomenon of the Veblen Effect in five steps.  

 

1. Expert interviews are conducted in order to assure the managerial relevance of this 

dissertation’s topic (Chapter 2) 

2. Existing literature on the Veblen Effect and its underlying purchase motivation of 

Veblenian (conspicuous) consumption is analyzed (Chapter 3) 
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3. Product categories and brands are determined through a quantitative pre-study (Chapter 

4) 

4. Through a series of consumer behavior experiments the Veblen Effect is analyzed 

empirically across various product categories (Chapter 5) 

5. The Veblen Effect is tested empirically in the hotel industry through real transaction 

data from the luxury business of the multinational hospitality company Marriott 

International, Inc. (Marriott International) (Chapter 6) 

 

These five steps lead to three research articles, which are presented in Chapter 3, 5 and 

6 subsequently. 

1.2.1 Chapter 2: Qualitative pre-study 

The second chapter should be seen as a pre-chapter to Chapter 3 as well as to Chapter 5. It goes 

into further detail of the qualitative pre-study, which is only briefly mentioned as part of Paper 

1 in Chapter 3, in order to explain how the managerial relevance of this dissertation on the 

Veblen Effect has been thoroughly scrutinized. Furthermore, the interviews are also briefly 

mentioned as part of Paper 2 in Chapter 5 in order to explain the utilized price increase levels 

in the experimental studies. 

 Seven individual interviews with experts in high managerial positions in the luxury 

industry or in the consulting industry with a focus on luxury projects were conducted. Through 

these conversations, where the experts were allowed to elaborate freely on specific topics, it is 

the purpose to identify insights on the Veblen Effect in real life as well as on luxury pricing and 

luxury consumers’ purchase motivations in general.  

 Most importantly it is to mention that, although all experts are well aware of the Veblen 

Effect, there is no agreement on its existence. Hence, the first objective of this dissertation is to 

answer the subsequent research question: 

 

RQ1: Does the Veblen Effect exist or is it merely a theoretical construct? 

 



6                             1. INTRODUCTION 

 

1.2.2 Chapter 3: Literature review  

The third chapter is based on the article by Fassnacht and Dahm (2018), which is published in 

the Luxury Research Journal. This paper provides a detailed literature analysis of 88 articles 

found on the Veblen Effect and its underlying purchase motivations of conspicuous and 

inconspicuous consumption. It is decided to focus on all three concepts because existing 

literature identified conspicuous consumption as the driver of the Veblen Effect (Bagwell 

& Bernheim, 1996; Corneo & Jeanne, 1997; Hayes, Molina, & Slottje, 1988; Leibenstein, 1950; 

Veblen, 1899; Vigneron & Johnson, 1999) and inconspicuous consumption as the more subtle 

and sophisticated version of conspicuous consumption (Berger & Ward, 2010; Eckhardt, Belk, 

& Wilson, 2015; Han, Nunes, & Drèze, 2010). Accordingly, these concepts are inseparable in 

an exhaustive literature analysis. Thereby, an extensive list of future research avenues and 

managerial implications is derived.  

 The most interesting finding is that the Veblen Effect and (in)conspicuous consumption 

have become disconnected over the past half a century and thus have been researched 

separately. Furthermore, the literature revealed that (in)conspicuous consumption is not the 

only purchase motivation in relation to price considerations. Luxury consumers employ the 

price as a cue for five main purchase motivations, namely perfectionist (quality), hedonist (self-

pleasure), Veblen (status), snob (uniqueness) and bandwagon (group affiliation) (Eastman & 

Eastman, 2015; Truong, 2010; Vigneron & Johnson, 1999, 2004). This raises the question 

whether (in)conspicuous consumption really drives the Veblen Effect exclusively and 

accordingly it is the second objective of this dissertation to address the following research 

question: 

 

RQ2: Which purchase motivation(s) drive(s) the Veblen Effect? 

 

 Moreover, the reviewed literature determined that (in)conspicuous consumption is 

applicable for product categories with a ceremonial aspect of the purchase, yet only clothing, 

jewelry and handbags have been considered so far (Grotts & Widner Johnson, 2013; Hayes et 

al., 1988; Hayes, Slottje, & Ferrantino, 1992; Heffetz, 2011; Nunes, Drèze, & Han, 2011; 

Piacentini & Mailer, 2004; Slottje, 1992; Slottje, Hayes, & Wagner, 1990). Since there are many 

other luxury good and service categories, it is the third objective of this dissertation to answer 

the research question:  

   



1. INTRODUCTION                                                                                                                  7 

 

RQ3: In which product and service categories does the Veblen Effect occur? 

 

 Lastly, even though researchers have indicated the challenges of setting the right price 

in order to elicit a beneficial consumer reaction to a price increase and in the best case to trigger 

the Veblen Effect (Tereyağoğlu & Veeraraghavan, 2012; Thomas, 2013), there has not been 

any research conducted on the right price increase level for luxury goods of different absolute 

price levels. Therefore, the fourth objective of this dissertation is to address the subsequent 

research question:  

 

RQ4: At what price increase levels does the Veblen Effect occur? 

 

 In the empirical part of this dissertation comprising Chapter 4-6, it is the purpose to give 

quantitative results to all research questions above. This is achieved by employing data derived 

from consumer behavior experiments as well as real-life transaction data received from Marriott 

International.  

1.2.3 Chapter 4: Quantitative pre-study 

The fourth chapter should be seen as a pre-chapter to the following Chapter 5. It gives a detailed 

description of the quantitative pre-study, which is only briefly mentioned in Chapter 5 as part 

of Paper 2 on the experimental analysis of the Veblen Effect. The underlying purpose of the 

quantitative pre-study is to derive luxury product categories and luxury brands that give a wide 

applicability for the studies conducted in Chapter 5.  

 By following this goal, several criteria were utilized to derive the final luxury products 

and brands employed in the following. These were:   

 

1. balance between hard and soft luxury goods 

2. balance between durable and non-durable goods 

3. absolute price dispersion 

4. gender neutrality 

5. social visibility 

6. monetary accessibility 
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7. similar products  

8. brand awareness 

 

This pre-study resulted in the product categories watch with the brands Rolex and 

Omega, trench coat with the brands Louis Vuitton and Alexander McQueen, travel bag with 

the brands Hermès and Mulberry, and champagne with the brands Dom Pérignon and Laurent-

Perrier.  

1.2.4 Chapter 5: Main experimental analysis of the 

Veblen Effect 

The fifth chapter is based on the unpublished article by Fassnacht and Dahm (n.d.), which is 

submitted to the Luxury Research Journal, and tests the existence of the Veblen Effect by 

analyzing whether different levels of price increases lead to an increase in demand for various 

products of different absolute price levels.  

 According to traditional economic theory, the price has an inverse relationship to 

demand (Marshall, 1890) and only when an irrational purchase motive such as conspicuous 

consumption comes into play, the Veblen Effect arises (Leibenstein, 1950). However, as 

explained in Chapter 1.2.2, the literature identified in total five main luxury purchase 

motivations that all relate to the price as a motivational trigger (Vickers & Renand, 2003; 

Vigneron & Johnson, 1999). Accordingly, it is questioned whether Veblenian (conspicuous) 

consumption alone drives the Veblen Effect or whether perfectionist, hedonic, snob and 

bandwagon purchase motivations also provoke it. By employing the cue utilization theory as 

well as costly signaling theory, it is hypothesized that all five purchase motivations cause the 

Veblen Effect.  

 The derived conceptual framework and its underlying hypotheses are empirically 

examined through eight online experiments (in total N = 877), for which participants were 

acquired from the crowdsourcing platform Amazon Mechanical Turk (MTurk), and are 

validated through moderated hierarchical regression analysis. Finally, the results are discussed 

according to their academic and managerial implications and research limitations thereof are 

provided. 
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1.2.5 Chapter 6: Main transactional data analysis of 

the Veblen Effect 

 

The sixth chapter is based on the unpublished article by Dahm and Fassnacht (n.d.), which is 

submitted to the Journal of Consumer Behaviour, and tests the Veblen Effect in the real life 

setting of the hotel industry and in particular in selected luxury hotels of Marriott International.  

 Since a conceptual framework derived from the theory is barely applicable to real-life 

situations, a triangulation strategy is adopted, where the research model is transferred to various 

real-life purchase contexts with the support of experts from Marriott International (Bonoma, 

1985). Accordingly, transaction data on a day-to-day basis was collected for different hotels, 

where a purchase context occurred in relation to one of the five purchase motivations. For 

example, a perfectionist purchase motivation (quality seeking) is resembled by a room 

renovation.  

 The adapted research framework and its underlying hypotheses are empirically 

examined and validated through hierarchical linear regression analysis for the perfectionist, 

hedonic, snob and Veblenian purchase contexts and through moderated hierarchical regression 

analysis for the bandwagon purchase context. Lastly, the discussion provides an overview of 

the academic and managerial implications of the derived results and points out research 

limitations.  

1.2.6 Chapter 7: Conclusion 

In the final seventh chapter, this dissertation is concluded with a summary of the main results 

as well as with demonstrating the relevance of the findings on the Veblen Effect in theory and 

in practice. 

 The following Figure 3 illustrates an overview of the entire dissertation from Chapter 1 

through Chapter 7.  
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Figure 3 – Overview of the dissertation 

 

 
 

Note: ADR = Average Daily Rate; RevPar = Revenue per Available Room;  = positive effect 

Source: Author
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2. Qualitative pre-study3 

In order to scrutinize the managerial relevance of the Veblen Effect as a dissertation topic as 

well as to gain insights on current managerial opinion regarding luxury pricing and luxury 

consumers’ purchase behavior, a qualitative pre-study was conducted. Thereby, an exploratory 

approach was taken by interviewing seven luxury experts from different companies and 

industries.  

2.1 Methodology 

Methodologically, a semi-structured interview guideline was utilized rather than confronting 

the experts with generalized multiple choice questions, as it is usually done in surveys (Kepper, 

2008). The experts were not required to answer all questions and could choose to decline 

responses for confidentiality reasons.  

 The interview guideline was divided into three parts. First, the interviewees were asked 

general questions including name, institution, position and work experience. Table 1 shows the 

anonymized sample characteristics of the luxury experts. Second, as an introduction the author 

asked the experts about their opinion of luxury purchase specificities regarding consumers’ 

motivations, their characteristics and the importance of various factors including the price in 

the purchase decision. Third, the author led over to the topic of luxury pricing specifically, 

where questions about price increases in general and the Veblen Effect were covered. Appendix 

1 provides the entire semi-structured interview guideline.  

 Throughout all conversations the author was a passive yet attentive listener and only 

interrupted the interviewees in order to guide the course of the conversation along the semi-

structured guideline (Kepper, 2008). This approach supported a free conversation flow, where 

the experts could share their experiences, insights as well as personal opinion without being 

manipulated to provide a certain answer.  

 These interviews have been transcribed according to the intelligent verbatim method 

(Dresing & Pehl, 2015) and statements have been sorted into topics of interest. Furthermore, 

since the interviews were conducted in German, all following statements were translated into 

the English language by the author.  

                                                 
3 Sections of this chapter are part of the (un-)published articles by Fassnacht and Dahm (n.d.) and Fassnacht and 

Dahm (2018) 
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Table 1 – Sample characteristics of qualitative pre-study 

Expert 

ID 
Position Segment 

Work Experience 

in Years 

Luxury Work 

Experience in 

Years 

Interview 

Duration in 

Minutes 

A Managing Director Hard Luxury 34 18 29 

B Senior Associate Consultancy 6 4 61 

C Partner Consultancy 11 5 26 

D Operations Director Soft Luxury 28 24 29 

E General Manager Hard Luxury 14 9 23 

F Managing Director Hard Luxury 28 26 32 

G CEO Consultancy 26 23 42 

Note: Hard Luxury = including jewelry, watches, means of transportation and home design; Soft Luxury = wine and spirits, 

perfumes and cosmetics, fashion and accessories and leisure services 

Source: Fassnacht & Dahm (2018, p. 345) 

 

2.2 Results 

2.2.1 The existence of the Veblen Effect 

In general, experts turned out to be indecisive when answering whether they think that the 

Veblen Effect exists or whether they even have experienced it in the management field. None 

of them clearly gave a “yes” or “no” answer, but rather they answered “yes, but …” (Yes (& 

No)) or “no, but …” (No (& Yes)). This first finding indicates that there is a general uncertainty 

regarding the Veblen Effect among luxury managers or luxury consultants. The following Table 

2 shows the most significant statements of each expert regarding the existence of the Veblen 

Effect.   

 Focusing on the experts first, who believe in the general existence of the Veblen Effect, 

expert E states that the Veblen Effect is not a global phenomenon, but rather that it occurs only 

in certain geographic regions. Expert A and expert F both emphasize the importance of price as 

a quality heuristic and accordingly they think that the Veblen Effect is driven by luxury 

consumers’ quest for quality. Furthermore, expert A also adds value recoverability and 

exclusivity as further factors influencing this phenomenon. Expert B remains quite vague by 

simply stating that there are “certainly other factors that influence this effect”. Finally, expert 

G is of the opinion that this effect exists only shortly due to the temporal naïveté of consumers.  
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Table 2 – Experts’ opinion about the existence of the Veblen Effect 

Expert 

ID 
Statement about the existence of the Veblen Effect* 

Existence: Yes/ 

No 

A „When quality, value recoverability and exclusivity are given, then there is certainly a 

tendency that the more expensive products are, the more they are demanded.” 
Yes (& No) 

B 

„There are certainly also other factors that influence this effect. If we said „the more you 

raise the price, the more you will sell“, then we would assume that one can raise the price 

infinitely in order to increase sales and that could not be our recommendation.” 
Yes (& No) 

C 
„I would not say that this occurs in the mass luxury market. However, the effect is certainly 

observable in the art market or for collectors because it serves as an investment product.” No (& Yes) 

D „In the rarest cases are luxury products bought in order to demonstrate a value increase.” No (& Yes) 

E „The Veblen Effect is not ascribed to all regions globally.” Yes (& No) 

F 
„An increase in price leads to a certain desirability because many believe: Whatever is not 

expensive, is not qualitative and whatever is not qualitative is also not expensive.” Yes (& No) 

G 
„The effect might exist here and there, however, only temporarily because consumers are 

maybe not well informed.” Yes (& No) 

Note: * Translated from German  

Source: Author 

 

 On the other hand, expert C and expert D argue that the Veblen Effect does not exist in 

the mass luxury market and in general respectively. Expert C believes this can only occur in the 

art market and expert D states that it only occurs rarely.  

 Furthermore, it is interesting to highlight that three of the experts explicitly mentioned 

two brands and two specific products in answering the question whether they think the Veblen 

Effect exists and which other factors drive this effect. Both Hermès and Rolex employ the 

strategy of a waiting list in order to achieve an artificial scarcity surrounding their Birkin and 

Kelly bag and Daytona watch respectively. Accordingly, these experts argued that a steady 

price increase of luxury goods like these two goods have enjoyed (refer to Figure 4) ever since 

their product launch decades ago, is only possible in combination with fostering demand 

through enhanced rarity of the goods.  

 Overall, these statements show that all experts agree on the notion that the Veblen 

Effect, as described in the academic literature, does not exist in its purest form in real life, but 

it is rather influenced by other factors playing into this effect. 

2.2.2 The main luxury purchase motivation 

The experts were also asked about the typical purchase behavior and motivation of luxury 

consumers. The following Table 3 provides an overview of which purchase motivations were 

mentioned during the experts’ unguided answers. 
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Figure 4 – Price development of two renowned “price increase”- luxury good examples 

 

 
 

Source: Author’s adaption of data retrieved from Minus 4 Plus 6 (n.d.), Chrono24 (n.d.), Baghunter (2014), Purseblog (2017) 

and OECD (n.d.) 

 

 As it can be clearly seen all experts related luxury consumption to a perfectionist buying 

motive, meaning that consumers buy luxury goods in order to safeguard the highest possible 

quality. Thereafter, the experts mentioned a purchase for luxury consumers’ self-pleasure 

(hedonist), achieving status in society (Veblen) and dissociating themselves from others (snob) 

in an equal amount. Bandwagon purchase motivation, which is associated with the desire of 

luxury consumers to associate themselves with a certain group of people, is not as evident in 

the opinion of the luxury experts. 
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Table 3 – Experts’ opinion about the main luxury purchase motivation 

Expert 

ID 
Perfectionist Hedonist Veblen Snob Bandwagon 

A ✓ ✓ ✓ ✓  

B ✓ ✓  ✓ ✓ 

C ✓ ✓ ✓   

D ✓  ✓   

E ✓   ✓  

F ✓ ✓ ✓ ✓ ✓ 

G ✓ ✓ ✓ ✓  

Total  

(out of 7) 
7 5 5 5 2 

Source: Author 

  

2.2.3 Luxury price increase 

The interview was also supposed to gain further insights from luxury experts with regards to 

managerial practices in relation to price increase. This will be incorporated in the experimental 

studies as part of Paper 2 presented in Chapter 5 in the following. Table 4 shows the key 

statements of the experts and their proposed price increase range. However, it must be pointed 

out again that not all interviewees chose to answer due to confidentiality reasons.  

 
Table 4 – Experts’ opinion about the price increase of luxury goods 

Expert 

ID 
Statement about Price Increase of Luxury Goods Price Increase 

B 
„Price increases are tolerated because consumers have informed themselves with the luxury 

good already intensively in store or online. … There is an accepted price range for luxury 

goods. There are upper and lower thresholds of around 10%.” 

10% 

D 
„On average the price increase ranges from 0 to 5%. This is what one can justify in front 

of consumers without changing something else tremendously.” 0-5% 

F 
„5 to 10%. A price increase of 5% is completely normal. … Otherwise the effort is not 

worth it because they need to change everything: price lists, catalogues …” 5-10% 

G 

„From experience the annual price increase is at maximum 3-5% and 10% is rarely the 

case. However, sometimes there are also price increases of 20% in order to eliminate grey 

markets for example.” 
3-10% 

Note: * Translated from German  

Source: Author 

 

 The luxury experts that gave an answer to this part of the interview guideline are all in 

agreement that a luxury price increase usually occurs in a range from 0-10%. This is explained 

by expert B and D by the fact that luxury consumers have an acceptable price range for their 

specific luxury goods in mind and accordingly luxury brands can only justify price changes 

within this corridor. Furthermore, expert F says that the price increase must have a certain effect 

on the revenue side because otherwise the operational costs (e.g. changing price lists and price 

labels on luxury products) incurred by changing the price outweigh the upside potential. Only 
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very special strategic decisions such as eliminating the popular grey market for luxury goods, 

a tremendous rise in raw material costs as well as exchange rate fluctuations can lead to a price 

increase way above the 10% upper limit.   

2.3 Conclusion 

In conclusion, the expert interviews confirm the relevance of this dissertation project from a 

managerial perspective since the Veblen Effect seems to be a unicorn in practice, i.e. a 

theoretical construct everyone has heard about, but which they have not experienced in real life. 

Furthermore, according to experts’ opinion price considerations do not only motivate 

consumers to purchase luxury goods for Veblenian reasons, but especially for perfectionist 

ones. Hedonist, snob and bandwagon can also be considered.  

 Therefore, even from a management perspective there is a gap in the knowledge 

regarding the Veblen Effect and this calls out for an academic re-examination of this 

phenomenon in order to support managerial pricing decisions going forward. In Chapter 5 it 

will be tested for a variety of luxury goods under which luxury purchase motivations a low 

price increase of 6% or a high price increase of 11% lead to an increase in the willingness to 

buy thereof. With this series of experiments the author intends on filling the most apparent void 

in managers’ understanding of the Veblen Effect. Furthermore, in Chapter 6 the Veblen Effect 

is analyzed in five different luxury purchase contexts, which examine motivational triggers in 

relation to the five luxury purchase motivations, e.g. a renovation as quality trigger for the 

perfectionist purchase context.  
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3. Literature analysis of the Veblen Effect4 

3.1 Overview of Paper 1. The Veblen Effect and 

(in)conspicuous consumption – a state of the art 

article 

After the managerial relevance has been established in the previous chapter, it is now the 

purpose of this literature review to provide a comprehensive overview and converging findings 

of the existing literature on the Veblen Effect and its underlying purchase motivation of 

Veblenian (conspicuous) consumption. Thereby potential research gaps are identified, of which 

some will be filled in subsequent parts of this dissertation. Chapter 3  is a slightly adapted 

version of the article by Fassnacht and Dahm (2018), which is published in the Luxury Research 

Journal. The following Figure 5 shows the title page including the abstract and the key words 

of the article.  

 
Figure 5 – Excerpt of the title page of the published literature review article 

 

 
 

Source: Fassnacht & Dahm (2018, p. 343) 

                                                 
4 This chapter is based on the article by Fassnacht and Dahm (2018), which is published in the Luxury Research 

Journal. 
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3.2 Introduction 

3.2.1 Background and relevance of subject 

The consumption of luxury goods distinguishes itself from conventional ones because it goes 

beyond merely satisfying functional needs. According to Kapferer and Michaut (2016) luxury 

is defined “as access to hedonistic, very high quality objects, experiences, and personal services, 

sold at a price far beyond what their functional value would command, which represent sources 

of a sense of privilege, taste, and refinement and produce recognition by relevant others, due to 

the power of the brand” (p. 9). Therefore, in terms of functionality, a luxury good can serve the 

same purpose as its premium or affordable counterpart; however, it is the intangible value in 

terms of emotional (i.e. “luxury for oneself”) and symbolic benefits (i.e. “luxury for others”) 

that provide the additional utility to luxury brands (Kapferer & Bastien, 2009, p. 314). 

Moreover, since luxury for oneself is related to personal purchase motives and luxury for others 

is associated with interpersonal ones (Vigneron & Johnson, 2004), one has to further 

differentiate between these when analyzing luxury consumers’ purchase behavior. 

 Personal motives, namely perfectionist and hedonic rationales, are both intrinsically 

driven and not influenced by consumers’ social environment. Whereas perfectionists focus on 

the inherent functional quality of the luxury good (Vigneron & Johnson, 1999), hedonists’ 

purchase motivation centers on the feelings the luxury product arouses in themselves and on 

the extent to which they can satisfy their emotional desires (Truong, 2010; Vigneron & Johnson, 

1999).  

Interpersonal motives on the other hand, including Veblenian, snob and bandwagon 

rationales, are extrinsically affected by consumers’ social environment. Whereas Veblenians 

signal their status through conspicuous consumption of expensive luxury goods (Bagwell 

& Bernheim, 1996; Corneo & Jeanne, 1997; Leibenstein, 1950), snobs and bandwagons 

employ the consumption of luxury goods as means for gaining uniqueness and group affiliation 

respectively (Amaldoss & Jain, 2005; Corneo & Jeanne, 1997; Kastanakis & Balabanis, 2012; 

Leibenstein, 1950). Although the definitions of these main luxury purchase motivations are 

evidently distinct, luxury consumers might still exhibit different combinations of these at the 

same time depending on factors such as their inherent personality traits, the purchase situation 

and the product in consideration.  
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 Nevertheless, in times where the growth of the luxury market is mainly driven by 

volume effects (Bain & Company, 2017), which decimates luxury brands’ rarity and kills the 

luxury dream (Dubois & Paternault, 1995), luxury brands need to foster purchase motivations 

that generate new growth avenues without jeopardizing their brand desirability in the long-run 

(Kapferer, 2012, 2015; Kapferer & Valette-Florence, 2016, 2018). Here particularly Veblenian 

purchase motivation is of importance because it revolves around increasing the most important 

luxury characteristic, namely the price (Heine & Phan, 2011). This is beneficial first because 

“improvements in price typically have three to four times the effect on profitability as 

proportionate increases in volume” (Marn & Rosiello, 1992, p. 84) and second because a higher 

price leads to a greater conspicuous value of the luxury good and thus to a greater inclination 

of the Veblenian consumers to buy (Bagwell & Bernheim, 1996). This is the so-called “Veblen 

Effect” (Leibenstein, 1950, p. 189), where an increase in price leads to an increase in demand. 

Since inconspicuous consumption is a more subtle and sophisticated form of conspicuous 

consumption (Berger & Ward, 2010; Eckhardt et al., 2015; Han et al., 2010), this literature 

review paper subsequently focuses on the Veblen Effect as well as its associated conspicuous 

and inconspicuous consumption purchase motivation.  

3.2.2 Objectives and structure of the paper  

To verify the relevance of this paper’s topic, an exploratory approach was taken by conducting 

seven semi-structured interviews with high-ranked experts from the luxury and the management 

consulting industry with a specialization on luxury branding.  

 Methodologically, a semi-structured interview guideline was utilized rather than 

confronting the experts with generalized multiple choice questions, as it is usually done in 

surveys (Kepper, 2008). Throughout all conversations one of the authors was a passive yet 

attentive listener and only interrupted the interviewees in order to guide the course of the 

conversation along the semi-structured guideline (Kepper, 2008). This approach supported a 

free conversation flow, where the experts could share their experiences, insights as well as 

personal opinion without being manipulated to provide a certain answer. 

 The interview guideline was divided into three parts. First, the interviewees were asked 

general questions including name, institution, position and work experience (see Table 5 for the 

anonymous sample characteristics). Second, as an introduction the experts were asked about 

their opinion on luxury purchase specificities regarding consumers’ motivations, their  

characteristics  and the importance of various factors including the price in the purchase 
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decision. Third, the interview was led over to the topic of luxury pricing specifically, where 

questions about price increases in general and the Veblen Effect were covered. The experts 

were not required to answer all questions and could choose to decline responses for 

confidentiality reasons.  

  
Table 5 – Sample characteristics of qualitative pre-study 

Expert 

ID 
Position Segment 

Work Experience 

in Years 

Luxury Work 

Experience in 

Years 

Interview 

Duration in 

Minutes 

A Managing Director Hard Luxury 34 18 29 

B Senior Associate Consultancy 6 4 61 

C Partner Consultancy 11 5 26 

D Operations Director Soft Luxury 28 24 29 

E General Manager Hard Luxury 14 9 23 

F Managing Director Hard Luxury 28 26 32 

G CEO Consultancy 26 23 42 

Note: Hard Luxury = including jewelry, watches, means of transportation and home design; Soft Luxury = wine and spirits, 

perfumes and cosmetics, fashion and accessories and leisure services 

Source: Fassnacht & Dahm (2018, p. 345) 

 

 The results revealed that all experts approve that there is a dispute whether the Veblen 

Effect exists and if so, what actually drives this phenomenon. Due to the high managerial 

relevance and the importance of pricing considerations in the weaker performing luxury market, 

it is essential to conduct an overarching literature review of existing research. 

To date only four papers have attempted to provide a review, although exclusively with 

a focus on conspicuous consumption and not on the predominant concept of the Veblen Effect. 

Mason (1983, 1984) describes in two articles the development of conspicuous consumption 

from an economic as well as a marketing perspective and thereby identifies a lack in depth and 

volume of academic work conducted. Shipman (2004) as well as Chaudhuri and Majumdar 

(2006) describe the evolution of conspicuous consumption with a shift from quantity to quality 

of consumption in terms of sociological- and marketing considerations respectively and hence 

they call for an update of this research topic.  

Therefore, this paper is clearly differentiated from the above described literature reviews 

by considering both the Veblen Effect and (in)conspicuous consumption for the literature base, 

as well as all relevant streams ranging from economics, marketing, sociology and to various 

others. Moreover, this article contributes to existing academic work in the subsequent forms:  
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1. empirical and non-empirical literature is reviewed,  

2. (in)conspicuous consumption is examined from an interpersonal, personal, and 

combinatory perspective and  

3. a comprehensive future research agenda is given and managerial implications are 

derived therefrom.  

 

 To the best of the authors’ knowledge this paper is the first to revisit the Veblen Effect 

after years of negligence as well as to address this price phenomenon and (in)conspicuous 

consumption as a combined topic in order to provide an updated comprehensive future research 

agenda. Based on the foundational theory of the Veblen Effect and its linkage to 

(in)conspicuous consumption (Chapter 3.3), Chapter 3.4 provides a literature review on all three 

concepts. The examined articles were identified through a systematic key word search (Veblen 

Effect, (in)conspicuous consumption, (in)conspicuous product, (in)conspicuous good) in the 

databases ABI Inform Global, EBSCO, JSTOR and Science Direct until the end of October 

2016 and their abstract was first manually screened for relevance and thereafter the entire text. 

The resulting distribution of the 88 total papers is as follows (Figure 6): 

  
Figure 6 – Distribution of literature review base 

 

 

 
Source: Fassnacht & Dahm (2018, p. 349) 

 

However, as the key element of this article, a comprehensive research agenda is 

provided in conclusion, where potential research avenues to reconnect the Veblen Effect and 

(in)conspicuous consumption are presented and how current literature can be expanded upon. 

Furthermore, managers can derive fruitful insights from existing academic work up until today 

for their luxury pricing decisions. 
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3.3 Defining the Veblen Effect and (in)conspicuous 

consumption 

The name giver of the Veblen Effect, Thorstein Veblen, argued in his seminal work: 

“Throughout the entire evolution of conspicuous expenditure, whether of goods or of services 

or human life, runs the obvious implication that in order to effectually mend the consumer's 

good fame it must be an expenditure of superfluities” (Veblen, 1899, p. 45). Naturally, 

superfluity is a relative concept and thus for one consumer this might imply to put his status in 

evidence by visibly wearing a pair of Nike sneakers for example, because he also could have 

bought a cheaper pair of non-branded shoes. However, in the present article the authors rely on 

Dubois et al. (2001), who determine superfluousness as a key characteristic of luxury goods. 

Therefore, subsequently the Veblen Effect and its driver of (in)conspicuous consumption are 

considered from a luxury brand perspective exclusively.  

 Throughout past research, it is evident that the original definition of the Veblen Effect 

has persisted: “the extent to which the demand for a consumers’ good is increased because it 

bears a higher rather than a lower price” (Leibenstein, 1950, p. 189). Hence, there is a consensus 

that for certain luxury goods traditional economic theory, where price exhibits an inverse 

relationship to demand (Marshall, 1890), does not hold, but rather that a positively sloped 

demand curve exists (Figure 7a). In reality mixed effects are assumed to impact the demand 

curve leading it to resemble a rotated S-curve (Figure 7b) (Leibenstein, 1950). This is caused 

by the satiety of demand (part 1) as well as a too high price (part 3), where the Veblen Effect 

does not exist due to the decreasing conspicuous value of the luxury good and income 

constraints respectively. Only in part 2 there is a positive price elasticity and thus the Veblen 

Effect occurs.  

 According to the law of demand, a price increase of a commodity hampers its 

attractiveness to consumers because it reduces their purchasing power for other commodities 

(Marshall, 1890). However, the Veblen Effect deviates from this since luxury consumers gain 

additional secondary utility next to the functional one from the consumed luxury good. This is 

not the case because they “seek to pay high prices for the sheer pleasure of being overcharged" 

(Bagwell & Bernheim, 1996, p. 350), but rather the price plays a crucial role in legitimizing  

the intangible  value  of the  luxury  good. Through  conspicuous consumption of luxury goods  
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Figure 7 – Price-response function of the Veblen Effect 
 

 

 
 

Note:  = price elasticity of demand; 1 & 3 = negative price-response function; 2 = positive price-response function 

Source: Authors‘ adaptation from Leibenstein (1950, p. 204) 

 

consumers can signal their actual wealth (Bagwell & Bernheim, 1996; Braun & Wicklund, 

1989; Corneo & Jeanne, 1997; Eastman & Eastman, 2015; Griskevicius et al., 2007; Piron, 

2000; Podoshen, Li, & Zhang, 2011; Trigg, 2001; Truong, 2010) or enhance their actual wealth 

as perceived by others (O'Cass & McEwen, 2004; Porter, 1967) and thereby fulfil the ultimate 

goal of social class affiliation (Bagwell & Bernheim, 1996; Eastman & Eastman, 2015; Hayes 

et al., 1992; O’Cass & Frost, 2002; Piron, 2000; Truong, 2010). Therefore, the higher the price 

of a luxury good, the greater is the conspicuous signaling value for luxury consumers and 

accordingly demand rises, which leads to the Veblen Effect. This relationship, where 

conspicuous consumption drives the Veblen Effect, has been also agreed upon across the 

academic literature (Bagwell & Bernheim, 1996; Corneo & Jeanne, 1997; Hayes et al., 1988; 

Leibenstein, 1950; Veblen, 1899; Vigneron & Johnson, 1999).  

 Furthermore, recent findings reveal that not all luxury consumers wish to signal to 

everyone in their social surrounding, but rather restrict this to likeminded people of the same 

status. These “patricians” (Han et al., 2010, p. 17) employ quiet and subtle signals, which are 

only recognizable to other patricians, and thus this inconspicuous consumption has become the 

new and more sophisticated form of conspicuous consumption (Berger & Ward, 2010; Eckhardt 

et al., 2015; Han et al., 2010). Accordingly, it is necessary to focus on the Veblen Effect as well 

as on conspicuous and inconspicuous consumption in this literature review.  
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3.4  Review of the literature on the Veblen Effect and 

(in)conspicuous consumption 

In this chapter the literature on the Veblen Effect and (in)conspicuous consumption is reviewed. 

Only academic work is considered, which has been deemed relevant by the authors to 

contributing to the field of luxury pricing. On a first level, the authors differentiate between 

papers on the Veblen Effect and on (in)conspicuous consumption and on a second level a 

distinction between empirical and non-empirical papers is made. Figure 8 clarifies the 

systematization of the subsequent literature review. 

 
Figure 8 – Systematization of literature on the Veblen Effect and (in)conspicuous consumption 

 

 
 

Source: Fassnacht & Dahm (2018, p. 346) 

 

3.4.1. Literature on the Veblen Effect 

3.4.1.1 Empirical papers on the Veblen Effect 

There are surprisingly very few empirical articles on the Veblen Effect and they are all from 

the same economic research environment around Daniel Slottje (see Table 6). In five articles 

from 1983 to 1992 and in collaboration with different co-authors, Slottje analyzes the Veblen 
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Effect according to the substitution effect between various product categories and across 

countries. It is derived that the Veblen Effect occurs for products with a ceremonial aspect, i.e. 

where the price influences the utility function. Also, the findings depend on the cultural 

background and the development stage of each country (Hayes et al., 1988; Hayes et al., 1992; 

Phillips & Slottje, 1983; Slottje, 1992; Slottje et al., 1990). Therefore, the literature shows that 

the Veblen Effect has only been proven with a proxy and the causal relation between price and 

demand has yet to be empirically scrutinized.  

 
Table 6 – Empirical papers on the Veblen Effect 

References Subject of analysis Methodology/variables Central findings for the Veblen Effect 

Phillips, R. J. 

and Slottje D. J. 

(1983) E 

Personal focus: The 

occurrence of the VE 

in various product 

categories 

Secondary data 

▪ Substitution effects 

▪ Utility 

 

▪ VEs can be found everywhere in the economy, except 

for products such as medical care, where a ceremonial 

aspect simply does not take place 

Hayes, K. et al. 

(1988) E 

Personal focus: The 

occurrence of the VE 

in various product 

categories in the U.S./ 

Mexico/ Canada 

Secondary data 

▪ Substitution effects 

▪ Income effects 

▪ Utility 

▪ VEs are more apparent in developed countries, such as 

the U.S. and Canada 

▪ VEs arise for different product groups across countries, 

which is due to varying consumer preferences 

Slottje, D. J. et 

al. (1990) E 

Personal focus: The 

occurrence of the VE 

in various product 

categories in Western 

Germany and the U.S. 

Secondary data 

▪ Substitution effects 

▪ Income effects 

▪ Utility 

▪ VEs are more present in the U.S. 

▪ VEs arise for different product groups for the two 

countries, which is due to varying consumer preferences 

▪ For both countries, the strongest indicator of VEs is in 

medical goods, including recreation and travelling 

Hayes, K. et al. 

(1992) E 

Personal focus: The 

occurrence of the VE 

in various product 

categories across EEC 

countries 

Secondary data 

▪ Substitution effects 

▪ Income effects 

▪ Utility 

▪ Germany has the greatest number of VEs followed by 

the Netherlands, the UK, Sweden, Switzerland, Finland 

and Greece, which all revealed around 40% of the cases 

tested with VEs 

▪ Belgium and Denmark barely had any VE occurrences 

▪ EEC countries differ in terms of their consumer 

preferences  

Slottje, D. J. 

(1992) E 

Personal focus: The 

occurrence of the VE 

in various product 

categories in Japan 

Secondary data 

▪ Substitution effects 

▪ Income effects 

▪ Utility 

▪ Similar to Denmark only 17% of tested product 

categories reveal VEs 

▪ Japan is vastly different from other industrialized nations 

in terms of CC 

Note: VE = Veblen Effect; VEs = Veblen Effects; CC = conspicuous consumption; EEC = European Economic Community; 

Type of journal: E = economic journal 

Source: Fassnacht & Dahm (2018) 

 

3.4.1.2 Non-empirical papers on the Veblen Effect 

Equally as for empirical papers on the Veblen Effect, there have been only very few non-

empirical ones found (see Table 7). Leibenstein (1950), who first invented the specific term of 

the Veblen Effect, as well as Bagwell and Bernheim (1996) explain this price phenomenon 

through a theoretical analysis. Whereas the former clearly distinguishes the Veblen Effect as a 
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pure function of price from the socially driven snob and bandwagon effect, the latter article 

argues that the Veblen Effect actually results from these due to consumers’ desire for 

association (“pecuniary emulation” (Veblen, 1899, pp. 16–17)) or dissociation (“invidious 

comparison” (Veblen, 1899, p. 8) respectively. However, Eastman and Eastman (2015) call out 

for further research, where it should be clearly differentiated between internal (hedonism, self-

concept and perfectionist) and external purchase motivations (Veblenian, snob and 

bandwagon). Accordingly, these non-empirical papers reveal that the existing literature is not 

conclusive how the Veblen Effect arises and what factors drive it.   

 
Table 7 – Non-empirical papers on the Veblen Effect 

References Type and subject Central findings for the Veblen Effect 

Leibenstein, H. 

(1950) E 

 

Theoretical analysis: The 

occurrence of the VE 

▪ Interpersonal purchase motivations provide non-functional utility, which 

needs to be taken into account in addition to the functional utility of the 

consumed good in order to derive a valid demand function 

▪ The VE is merely a function of price and individuals gain utility showing 

their wealth off by conspicuous consumption 

▪  The upward sloping demand curve only occurs in parts of the demand 

function and is consistent with traditional economic theory above and 

below due to income constraints and satiety respectively 

Bagwell, L. S. and 

Bernheim, B. D. 

(1996) E 

Theoretical analysis: The 

occurrence of the VE 

▪ Depending on the resource allocation of low income households, high 

income households can distinguish themselves by paying a higher price 

for a product from a particular more expensive (luxury) brand as 

compared to a product of the same quality from a budget brand 

Eastman, J. and 

Eastman, K. (2015) 

M 

Conceptual paper: 

Explaining antecedents and 

consequences of status 

consumption   

▪ Call out for research on the relationship between internal (hedonism, self-

concept and perfectionism) and external motivations (Veblen, snob and 

bandwagon), on the motivation to consume for achieving status 

▪ Potential outcomes of need for status need to be differentiated between 

private versus public consumption and inconspicuous versus conspicuous 

consumption 

Note: VE = Veblen Effect; Type of journal: E = economic journal, M = marketing journal 

Source: Fassnacht & Dahm (2018) 

 

3.4.2 Literature on conspicuous consumption 

3.4.2.1 Empirical papers on conspicuous consumption  

In relation to the search term of conspicuous consumption, there have been 52 empirical papers 

found. Although the academic roots of conspicuous consumption describe this concept as a 

phenomenon driven by interpersonal motives (Bagwell & Bernheim, 1996; Corneo & Jeanne, 

1997; Leibenstein, 1950; Vigneron & Johnson, 1999), there have been papers which 

approached the subject from a personal perspective too. Therefore, the authors categorized the 

empirical papers according to their content and their focus of analysis into interpersonal, 

personal or combined research intent.  
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1. Empirical papers on conspicuous consumption – Interpersonal focus  

Most of the 22 empirical papers with an interpersonal focus (see Table 8) revolve around three 

main topics. First, the effect of individual characteristics on conspicuous consumption such as 

income (Kim & Jang, 2014; Song, Huang, & Li, 2016), race (Chao & Schor, 1998; Mazzocco, 

Rucker, Galinsky, & Anderson, 2012; Podoshen, Andrzejewski, & Hunt, 2014; Ryabov, 2016), 

place of residency, gender and profession (Chao & Schor, 1998; Kim & Jang, 2014; Porter, 

1967). Second, several authors analyze the constant opposing forces of social compliance and 

dissociation through consumption (Amaldoss & Jain, 2005; Kim & Jang, 2014; Nunes et al., 

2011; Thomas & Wilson, 2012; Thoumrungroje, 2014; Zhou & Wong, 2008). Third, 

researchers agree on the importance of social visibility for conspicuous consumption across 

different studies (Chao & Schor, 1998; Han et al., 2010; Heffetz, 2011; Wang & Griskevicius, 

2014). Overall, empirical papers try to find antecedents and consequences of conspicuous 

consumption with a heavy focus on the former. 

 
Table 8 – Empirical papers on conspicuous consumption – Interpersonal focus 

References Subject of analysis Methodology/variables Central findings for CC 

Porter, J. (1967) 

S 

Interpersonal focus: 

The effect of status 

disparities on CC 

Survey 

▪ Status disequilibrium 

▪ Occupation 

▪ Homogeneity of 

friendship choice 

▪ CC 
 

▪ Professors consume less conspicuously and have greater 

group behavior than business men 

▪ The higher the homogeneity of friendship choice, the 

lower the level of CC due to shared norms and values 

Chao, A. and 

Schor, J. (1998) 

E  

Interpersonal focus: 

The influence of 

social visibility and 

other factors on status 

consumption 

Survey, secondary 

data 

▪ Social visibility 

▪ Price, intrinsic quality 

▪ Purchase behavior 

▪ Income, education, 

residency, race 

▪ CC 
 

▪ Social visibility negatively affects the correlation between 

price and intrinsic value 

▪ Social visibility positively affects the purchase behavior 

of expensive brands 

▪ Status consumption varies by income, residency and race, 

but not education 

Prendergast, G. 

and Wong, C. 

(2003) M 

Interpersonal focus: 

The effect of parents’ 

social consumption 

motivation and their 

degree of materialism 

on the consumption of 

luxury brands for their 

children 

Survey 

▪ Social consumption 

motivation 

▪ Materialism 

▪ Purchase motivation 

▪ Demographics 

▪ Parents purchase luxury brands for their children mainly 

for quality and design 

▪ Materialistic parents have a higher purchase motivation 

for luxury brands for their infants due to design reasons 

▪ Social consumption motivation does not influence 

parent’s purchase motivation  

▪ Parents do not intend to signal their own wealth through 

their children’s clothing 

Amaldoss, W. 

and Jain, S. 

(2005) M 

Interpersonal focus: 

The effect of the need 

for exclusivity and 

conformity on the  

Laboratory      

experiment 

▪ Consumer type 

distribution 

 

▪ If only snobs or followers are in the market, the demand 

curve is negative 

▪ If both exist in the market, snobs’ demand rises as the 

price increases and for followers’ (bandwagon) demand  
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Table 8 – Continued 

References Subject of analysis Methodology/variables Central findings for CC 

 relationship between 

price and demand 

▪ Demand declines 

▪ Overall demand falls as the price increases 

▪ Snobs and followers reveal different demand patterns 

Griskevicius, V. 

et al. (2007) S 

Interpersonal focus: 

The effect of mating 

motives on 

benevolence and CC 

Laboratory      

experiment 

▪ CC 

▪ Benevolence 

▪ Heroism 

▪ Generosity 

▪ Wealth, prestige, 

dominance signaling 

 

▪ Attracting mates drives men’s tendency for CC. This is 

only true for visible luxury goods, and not for private 

inconspicuous ones. Generosity and wealth signaling 

enhance this effect 

▪ Attracting mates drives women’s CC only when it is 

visible, public and generous 

Truong, Y. et al. 

(2008) M 

Interpersonal focus: 

Contrast between 

status/ 

conspicuousness 
 

Survey 

▪ Status 

▪ Conspicuousness 

▪ Although status and conspicuousness are related concepts, 

participants can distinguish between them in various 

product categories 

Zhou, L. and 

Wong, A. (2008) 

M 

Interpersonal focus: 

The moderating 

effects of product 

conspicuousness and 

social compliance on 

the buying intention of 

foreign brands for 

young Chinese people 

Survey 

▪ Perceived prestige 

▪ Perceived quality 

▪ Perceived value 

▪ Social compliance 

▪ Perceived brand prestige drives the purchase intention of 

conspicuous rather than inconspicuous foreign products. 

This is more pronounced for high social compliance 

consumers 

▪ Perceived brand quality drives the purchase intention of 

inconspicuous rather than conspicuous foreign products. 

This is more pronounced for consumers with high social 

compliance 

▪ Perceived brand value drives the purchase intention of 

conspicuous rather than inconspicuous foreign products. 

This is however less pronounced for consumers with high 

social compliance  

Gierl, H. and 

Huettl, V. (2010) 

M 

Interpersonal focus: 

The effect of scarcity 

signals on the attitude 

towards 

(in)conspicuous 

products  

Survey 

▪ Product attitude 

(ability to express 

status/ uniqueness/ 

conformity) 

▪ Product suitability for 

CC (category 

visibility) 

▪ Interest in product 

category 

▪ Framing effects 

▪ Cheerfulness/ 

dejection/ quiescence, 

agitation  

▪ Product evaluation 
 

 

▪ For conspicuous products the evaluation is enhanced by 

providing information about limited supply and is 

deteriorated by information about scarcity due to demand 

▪ For inconspicuous products the evaluation is enhanced by 

information about scarcity due to demand because it is 

perceived as a quality cue. Scarcity due to supply does not 

have an effect because the information is deemed as 

irrelevant for inconspicuous consumption 

Han, Y. J. et al. 

(2010) M 

Interpersonal focus: 

Analyzing consumers’ 

preference of brand 

prominence according 

to their income and 

need for status and 

their resulting social 

behavior motives  

Survey, secondary 

data, field experiment 

▪ Brand prominence 

▪ Need for status 

▪ Income 

▪ Signal recognition 

▪ Brand prominence 

preference 

▪ Desire to associate/ 

dissociate 

▪ Quieter goods are more expensive 

▪ Consumers can be clustered according to income and need 

for status and have different signal recognition 

capabilities regarding the prominence of the brand 

▪ Patricians (highest cluster) do not need brand prominence 

to determine the value of a product and prefer quieter 

products, whereas the other three need louder brands 

▪ Patricians only want to associate with other patricians, 

parvenus want to associate with patricians/ parvenus and 

dissociate from poseurs/ proletarians, poseurs only 

associate with the “haves” 
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Table 8 – Continued 

References Subject of analysis Methodology/variables Central findings for CC 

Heffetz, O. 

(2011) E 

Interpersonal focus: 

The effect of product 

visibility on income 

elasticity 

Survey 

▪ Visibility 

(conspicuousness) 

▪ Demographics 

▪ The most visible product categories are cigarettes, cars 

and clothing 

▪ The share of income spent on luxury goods rises with 

increasing income  

▪ Visibility is a predictor of differences in income elasticity 

Nelissen, R. and 

Meijers, M. 

(2011) O 

Interpersonal focus: 

The effect of CC of 

luxury goods on social 

interactions 

Field, laboratory 

experiment 

▪ Status/ wealth 

▪ Attractiveness 

▪ Kindness 

▪ Trustworthiness  

▪ Job suitability 

▪ Estimated wage 
 

▪ CC of luxury goods leads to preferential treatment by 

other people 

▪ This effect is driven through enhanced status perception 

Nunes, J. C. et 

al. (2011) M  

Interpersonal focus: 

The impact of an 

economic recession on 

consumers’ brand 

preferences and on 

brand strategy in 

relation to CC 

Secondary data 

▪ Brand prominence 

▪ Number of bags sold 

▪ Price 

▪ Loud bags are more expensive  

▪ No luxury brand toned their brand prominence down 

during the recession. They either stayed at their original 

(in)conspicuous strategy or increased brand prominence 

▪ Dissociative motives beat compliance motives for CC 

even in a recession 

Mazzocco, P. J. 

et al. (2012) M 

Interpersonal focus: 

The effect of group 

identification on CC 

Laboratory experiment 

▪ Racial identification 

▪ Product status 

▪ Product desirability 

▪ Chronical and temporal low-status-race-identification 

with one’s own in-group or out-group enhances CC 

▪ Black people have a greater tendency for CC than White 

people 

Thomas, S. E. 

and Wilson, P. 

R. (2012) O 

Interpersonal focus: 

The effect of 

normative pressures 

on the relationship 

between youth 

consumerism and CC 

in India 
 

Case study, survey 

▪ Time of purchase 

▪ Price 

▪ Utility 

▪ Normative pressure 

indicators  

▪ Students buy prestige products in order to fit in their 

university environment even though these products do not 

provide any utility 

▪ Peer group pressure and social comparison influence CC 

for young students 

Grotts, A. S. and 

Widner Johnson, 

T. (2013) M 

Interpersonal focus: 

Antecedents of 

Millennials’ status 

consumption of 

handbags 

Survey 

▪ Status consumption 

▪ Achievement 

orientation 

▪ Conformity 

▪ Materialism 

▪ Millennials’ achievement orientation is negatively related 

to materialism 

▪ Materialism is a positive predictor of status consumption 

of handbags  

▪ Conformity does not influence status consumption 

Scott, M. L. et 

al. (2013) M  

Interpersonal focus: 

The effect of CC cues 

on buyer-seller 

relationships 

Laboratory 

experiment, interview 

▪ Behavioral intentions 

▪ Attitude 

▪ Warmth 

▪ Competence 

▪ Relationship 

orientation 

▪ Conspicuousness 

▪ Buyer CC leads to enhanced competence inferences 

(under exchange norm) but reduced warmth (under 

communal norm) 

▪ Warmth and competence inferences mediate the 

relationship between conspicuousness of a seller and the 

buyer’s behavioral intentions  

▪ CC enhances behavioral intention under exchange norm 

and decreases it under communal norm 

▪ With persuasion knowledge there is no effect on 

competence inference anymore, but generally a negative 

effect on warmth 

Bellezza, S. et 

al. (2014) M 

Interpersonal focus: 

The effect of non-

conforming CC on  

Field experiment 

▪ Perceived status/ 

competence 

 

▪ Observers that are familiar with a particular environment 

associate a higher status/ competence with non-

conformity 
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Table 8 – Continued 

References Subject of analysis Methodology/variables Central findings for CC 

 status/ competence 

inferences 

▪ Environment 

familiarity 

▪ Perceived autonomy 

▪ Need for uniqueness 

▪ Deliberateness 

▪ Only in a prestige context non-conformity is associated 

with high status/ competence 

▪ When the non-conforming behavior is perceived as 

intentional other people in one’s surrounding infer a 

higher status/ competence 

▪ The greater the need for uniqueness of the observers the 

greater the status/ competence they attribute to non-

conforming individuals 

▪ This effect is mediated by one’s perceived autonomy to 

ignore social norms 

Kim, D. and 

Jang, S (2014) O 

Interpersonal focus: 

Analysis of 

antecedents of status 

consumption of Gen Y 

Survey 

▪ Demographics 

▪ Status consumption 

▪ Reference group 

influence 

▪ Materialism 

▪ Prestige sensitivity 

 

▪ Materialism is a positive predictor of status consumption 

and this effect is enhanced by employing not one’s own 

source of income but others’ money 

▪ Reference group influence is a positive predictor of status 

consumption, regardless of the source of the income 

utilized 

▪ Prestige sensitivity is a positive predictor of status 

consumption and this effect is enhanced by employing not 

one’s own source of income but others’ money 

▪ There is no difference in status consumption between 

males and females, unless there is a mating situation, 

where females consume more for status 

Podoshen, J. S. 

et al. (2014) M  

Interpersonal focus: 

The effect of hip hop 

preference and 

African American 

culture on CC and 

materialism 

Survey 

▪ Materialism 

▪ CC 

▪ Demographics 

▪ Music preference 

▪ Political party 

affiliation 

▪ Race, ethnicity 

▪ Marital status 
 

▪ Hip hop as primary music preference is a positive 

predictor of materialism and CC 

▪ African American race is a positive predictor of 

materialism and CC 

Thoumrungroje, 

A. (2014) O 

Interpersonal focus: 

The effect of social 

media and EWOM on 

CC 

Survey 

▪ Social media intensity 

▪ Reliance on EWOM 

▪ CC 

▪ Social media intensity drives CC 

▪ This relationship is mediated by the reliance on EWOM; 

however, the direct effect of social media intensity on CC 

is still stronger than the indirect effect through reliance on 

EWOM 

Wang, Y. and 

Griskevicius, V. 

(2014) M  

Interpersonal focus: 

The effect of mate 

guarding motives on 

CC 

Laboratory 

experiment 

▪ Devotion 

▪ Negative affect/ 

arousal  

▪ Desire for CC 

▪ Logo size 

▪ Self-esteem threat 

▪ Amount paid 

▪ Money allocation 

choice 

▪ Willingness to pursue 

▪ Mating strategy 

▪ Male desirability 

▪ Female confidence 
 

▪ Women employ their luxury possessions as signaling 

device to other women in order to protect their 

relationship  

▪ Women owning designer accessories are perceived to 

have more devoted partners 

▪ Mate guarding motives are a positive predictor for the 

desire for CC of women and particularly of products that 

can be employed in publicly visible CC 

▪ Women can keep potential poachers away from their 

partners by showing off their luxury possessions and thus 

exhibiting his devotion (if he actually paid for it) 

Ryabov, I. 

(2016) O 

Interpersonal focus: 

Analysis of  

Secondary data 

▪ CC 

 

▪ Puerto Ricans engage more in CC than all other Hispanic 

groups, apart from for cars 

 

 



3. LITERATURE ANALYSIS OF THE VEBLEN EFFECT 31 

  

Table 8 – Continued 

References Subject of analysis Methodology/variables Central findings for CC 

 differences of 

Hispanics regarding 

CC 

▪ Income  

▪ Hispanic ethnic origin 

▪ Language 

▪ Education 

▪ Neighborhood status 

▪ Hispanics that face downward social mobility engage 

more in CC than others with enhanced standing in society  

▪ Income is a positive predictor of CC  

▪ Lack in language capability is not a predictor of CC 

Note: CC = conspicuous consumption; EWOM = electronic word of mouth; Type of journal: E = economic journal,                        

M = marketing journal, O = other journal, S = sociology journal 

Source: Fassnacht & Dahm (2018) 

 

2. Empirical papers on conspicuous consumption – Personal focus 

There have only been five papers (see Table 9) that purely focused on a personal perspective in 

relation to conspicuous consumption. Authors particularly focus on the inherent psychological 

characteristics of consumers such as identity commitment, identity completeness, self-image 

congruence, ethnocentrism and esteem (Braun & Wicklund, 1989; Lu Wang & Xiong Chen, 

2004; O’Cass & Frost, 2002; Song et al., 2016). However, these personal factors develop 

mostly unconsciously throughout one’s life and thus cannot really be influenced and they can 

vary depending on the stage of one’s life cycle (Fan & Burton, 2002). Accordingly, the literature 

emphasized the subconscious aspect of conspicuous consumption.  

 
Table 9 – Empirical papers on conspicuous consumption – Personal focus 

References Subject of analysis Methodology/variables Central findings for CC 

Braun, O. and 

Wicklund, R. 

(1989) E 

Personal focus: The 

effect of identity-

related factors on CC 

Survey, laboratory 

experiment 

▪ Identity 

completeness/ 

commitment 

▪ CC 
 

▪ Inverse relationship between identity completeness and 

CC 

▪ Positive relationship between identity commitment and 

CC 

Fan, J. and 

Burton, J. (2002) 

O 

Personal focus: What 

are status-conveying 

goods? 

Survey 

▪ Demographics 

▪ Status-conveying 

products 

▪ Status-conveying goods’ main characteristics: 1) easily 

seen, 2) easily talked about 

▪ Perception of a status good is influenced by gender and 

life cycle 

O’Cass, A. and 

Frost, H. (2002) 

M 

Personal focus: The 

effect of brand 

associations on status 

and CC 

Survey 

▪ Brand familiarity 

▪ Brand symbolism 

▪ Self-image congruity 

▪ Brand feelings 

▪ CC 

▪ Status consumption 
 

▪ Brand symbolism, self-image congruence, and brand 

feelings were predictors for status and CC 

▪ Brand familiarity is not necessary for status or CC  

Lu Wang, C. and 

Chen, Z. (2004) 

M  

Personal focus: 

Moderating effects of 

quality perception and 

CC on the relationship  

 

Survey 

▪ Consumer 

ethnocentrism 

▪ WTB 

▪ Quality judgement of domestic products reveals a positive 

interaction with consumer ethnocentrism on WTB of 

domestic products 
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Table 9 – Continued 

References Subject of analysis Methodology/variables Central findings for CC 

 
between consumer  

ethnocentrism and 

WTB of domestic 

products 

▪ Quality judgement  

▪ CC values 

▪ CC values have a negative interaction with consumer 

ethnocentrism on WTB of domestic products 

Song, X. et al. 

(2016) M 

Personal focus: The 

effect of 

embarrassment on CC 

Laboratory 

experiment 

▪ Self-esteem 

▪ Level of 

embarrassment 

▪ Brand 

conspicuousness 

▪ Popularity of product 

design 

▪ Mood state 

▪ Brand connectedness 
 

▪ Low esteem is a negative predictor of CC in embarrassing 

situations due to avoiding social attention 

▪ High esteem is a positive predictor of CC in embarrassing 

situations particularly to repair one’s self-image 

▪ The boundary condition to this effect is a high brand 

connectedness, i.e. the brand reflects one’s self-image 

Note: CC = conspicuous consumption; WTB = willingness to buy; Type of journal: E = economic journal, M = marketing 

journal, O = other journal 

Source: Fassnacht & Dahm (2018) 

 

3.  Empirical papers on conspicuous consumption – Interpersonal and personal focus 

In accordance with the previous two chapters on empirical papers of conspicuous consumption, 

the 25 articles with a combined focus (see Table 10) analyze similar aspects such as individual 

characteristics (Charles, Hurst, & Roussanov, 2009; Jin, Wang, Wang, Li, & Deng, 2015; 

O'Cass & McEwen, 2004; Piacentini & Mailer, 2004; Podoshen et al., 2011; Segal & Podoshen, 

2013; Vohra, 2016), psychological characteristics (Bennett & Kottasz, 2013; Kastanakis 

& Balabanis, 2012, 2014; Lewis & Moital, 2016; Podoshen & Andrzejewski, 2012; Shukla, 

2008; Velov, Gojkovic, & Djuric, 2014; Wong, 1997) and the importance of social visibility 

for conspicuous consumption (Chaudhuri & Majumdar, 2010; O'Cass & McEwen, 2004; Piron, 

2000). Hereby, several authors place a special focus on contrasting consumers from various 

cultures (Chen, Aung, Zhou, & Kanetkar, 2005; Chung & Fischer, 2001; Eng & Bogaert, 2010; 

Hennigs et al., 2012; Jin et al., 2015; Souiden, M’Saad, & Pons, 2011; Vohra, 2016). Therefore, 

articles with a combined focus clearly intertwine the research foci of both personal and 

interpersonal streams and elevate the research to a cultural level.  

 
Table 10 – Empirical papers on conspicuous consumption – Interpersonal and personal focus 

References Subject of analysis Methodology/variables Central findings for CC 

Wong, N. (1997) 

M 

Interpersonal and 

personal focus: The 

relationship between 

CC and materialism 

and the drivers thereof 

Survey 

▪ Materialism (value 

vs. personality trait) 

▪ Self-consciousness 

▪ Anxiety 

▪ Individualism vs. 

collectivism  
 

 

▪ Individualism is positively related to materialism 

▪ CC is linked to success and envy for materialists 
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Piron, F. (2000) 

M 

Interpersonal and 

personal focus: The 

diverging influence of 

the country of origin 

effect on luxury vs. 

necessity goods and 

private vs. public 

goods 

 

Laboratory 

experiment 

▪ Ranking of product 

attributes 

▪ Importance ratings of 

product attributes 

▪ Familiarity 

▪ Purchase intention 

▪ COO is more important for luxury goods, whether 

publicly or privately consumed, versus necessity goods 

▪ COO is more important for publicly consumed luxury 

goods than for privately consumed luxury goods 

▪ COO effect depends more on the visibility of 

consumption than on the product type 

Chung, E. and 

Fischer, E. 

(2001) M 

Interpersonal and 

personal focus: The 

effect of ethnic 

affiliation and the 

strength of ethnic ties 

on CC of Hong Kong 

migrants living in 

Canada 

Survey 

▪ Ethnicity 

▪ Strength of ethnic 

affiliation/ ethnic ties  

▪ CC  

▪ Length of residence 

in Canada 

▪ English proficiency 

▪ Demographics 
 

▪ Hong Kong people are average regarding CC 

▪ Demographic cultural consumption stereotypes are 

flawed  

▪ Ethnic affiliation and ethnic ties do not affect CC 

▪ The cultural stereotype of CC for Hong Kong people is 

not valid 

O’Cass, A. and 

McEwen, H. 

(2004) M 

Interpersonal and 

personal focus: The 

difference between 

status and 

conspicuous 

consumption and their 

drivers 

Survey 

▪ CC 

▪ Status consumption 

▪ Gender 

▪ Interpersonal 

influence 

▪ Self-monitoring 

tendency 

▪ Status perception of 

product classes 

▪ CC and status are related, but not the same constructs  

▪ Status consumption drives CC 

▪ Interpersonal influence drives status consumption and CC 

tendencies 

▪ Self-monitoring drives status consumption but not CC 

▪ Gender drives CC but not status consumption, particularly 

men between 18 and 25 have high CC tendencies 

▪ A difference in the inherent status of various brands is 

clearly perceived 

Piacentini, M. 

and Mailer, G 

(2004) M  

Interpersonal and 

personal focus: 

Qualitative analysis of 

teenagers’ symbolic 

consumption of 

clothing 

Interview 

▪ Opinion about 

symbolic 

consumption of 

clothing 

 

▪ Teenagers choose their clothing according to their self-

concept and how they want to express themselves. They 

use clothes to judge other people 

▪ Clothes are used to signal their position among peers, to 

identify each other and to show affiliation 

▪ Teenagers compensate for self-confidence issues in this 

phase of life by symbolically consuming clothes 

Chen, J. et al. 

(2005) M  

Interpersonal and 

personal focus: The 

moderation/ mediation 

of acculturation 

dimensions on the 

effect of ethnic 

identification on CC 

Survey 

▪ Ethnic identification 

▪ CC 

▪ Acculturation 

dimensions (language 

use, media exposure,  

Canadian 

identification, social 

interaction) 

▪ Chinese people who strongly identify with their culture 

have a higher tendency for CC 

▪ Acculturation dimensions have no influence on the effect 

of ethnic identification on CC 

▪ The use of the English language and the exposure to 

English media mediate the relationship between ethnic 

identification and CC in terms of ostentatious display of 

wealth 

Shukla, P. 

(2008) M 

Interpersonal and 

personal: The 

psychological and 

brand associations 

driving CC of middle-

aged consumers 

Survey 

▪ Psychological 

associations  

▪ Brand associations  

▪ CC 

▪ CC is driven by psychological factors (gaining respect, 

gaining popularity, noticed by others, showing who am I, 

symbol of success, symbol of prestige, indicates wealth, 

indicates achievement, interested in status, enhances my 

image) and brand associations (brand symbolism, self- 

concept and brand image congruency, brand aroused 

feelings) 
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   ▪ “Symbol of prestige”, “symbol of success”, “enhance my 

image”, and “who am I” are the strongest drivers 

▪ Actual self-concept is a stronger driver of CC than others’ 

self-concept 

▪ CC is more strongly influenced by personal psychological 

associations than by societal psychological associations  

▪ Brand familiarity is not needed for CC 

Charles, K. K. et 

al. (2009) E 

Interpersonal and 

personal: The effect 

of race on CC 

Secondary data 

▪ Demographics (e.g. 

race, income) 

▪ Total expenditure 

▪ CC 
 

▪ Minorities (i.e. Blacks and Hispanics) have a higher 

expenditure on CC than Whites, where they divert income 

away from necessities e.g. health care  

▪ CC decreases as the group reference income increases 

Eng, T.-Y. and 

Bogaert, J. 

(2010) M 

Interpersonal and 

personal: Qualitative 

analysis of 

psychological and 

cultural drivers of 

luxury consumption 

in India 

Focus group, interview 

▪ Individual and 

psychological factors 

(conspicuousness, 

uniqueness, quality, 

hedonism, extended 

self) 

▪ National culture  

▪ Global culture  

▪ Demographics 
 

▪ Perceived conspicuousness is related to status through 

wealth and success 

▪ Themes for cultural factors: 1) high power distance, 2) 

collectivism values, 3) importance of CC as cultural norm, 

4) luxury brands with global image vs. local culture, 5) 

global consumption trend and lifestyle 

▪ Importance of foreign luxury brands, which need to fit to 

Indian culture 

Truong, Y. 

(2010) M 

Interpersonal and 

personal: The 

influence of intrinsic 

and extrinsic 

aspirations on luxury 

purchase motives 

Survey 

▪ Intrinsic aspirations 

(growth, relatedness, 

community feeling) 

▪ Extrinsic aspirations 

(wealth, popularity-

influence, image) 

▪ Quality search 

▪ CC behavior 

▪ Self-pleasure 
 

▪ Extrinsic aspirations have a positive influence on CC 

behavior 

▪ Intrinsic aspirations have a positive influence on quality 

search, but a negative impact on CC behavior 

▪ Extrinsic aspirations have a greater influence on CC 

behavior than on quality search 

▪ Intrinsic aspirations have a greater influence on self-

directed pleasure than extrinsic aspirations do 

Chaudhuri et al. 

(2011) M 

Interpersonal and 

personal: 

Development of an 

updated CC 

conceptualization and 

scale 

Survey 

▪ CC orientation 

▪ Desire for uniqueness 

▪ Individualism  

▪ Social visibility 

▪ Self-esteem  

▪ Materialism 
 

▪ 11-item scale for quantifying the CC orientation as a 

deliberate action for symbolic, visible consumption 

Podoshen, J. et 

al. (2011) M 

Interpersonal and 

personal: Difference 

between Chinese and 

American materialism 

and CC tendencies 

Survey 

▪ Materialism (success, 

centrality, happiness, 

envy) 

▪ CC 

▪ Fashion 

consciousness 

▪ Demographics 
 

▪ Chinese show both a higher tendency for materialistic 

values as well as CC values 

Souiden, N. et al. 

(2011) M 

Interpersonal and 

personal: The effect 

of consumers’ self- 

concept, social status, 

individualism and 

power distance on CC 

in Tunisia vs. Canada 

Survey 

▪ Social status 

▪ Self-image congruity 

▪ CC  

▪ Demographics 

▪ CC is positively driven by display of social status 

▪ Self-image congruity has a positive indirect effect on CC  

▪ The effect of self-image congruity is enhanced in low 

power distance cultures and in individualist cultures 

▪ CC is greater in individualist cultures than in collectivist 

cultures  
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   ▪ For Tunisians self-esteem has a negative indirect effect on 

CC via social status display 

Hennigs, N. et al. 

(2012) M 

Interpersonal and 

personal: Cross-

cultural analysis of 

the value components 

of luxury 

Survey 

▪ Perception of and 

attitude toward luxury 

products 

▪ Material values 

▪ Materialistic attitudes 

▪ Personal orientation 

towards luxury 

consumption 

▪ Motivators for luxury 

consumption 

▪ Luxury value 

perception 

▪ Demographics 

▪ Across countries there are no differences regarding the 

various components of luxury value 

▪ However, there are many significant differences between 

countries regarding the importance of the financial-, 

individual-, and social value of luxury  

▪ Germans place an emphasis on the functional value of 

luxury in particular as compared to other countries 

▪ There are cross-cultural consumer segments, which are 

defined according to various luxury value components 

Kastanakis, M. 

N. and Balabanis, 

G. (2012) M 

Interpersonal and 

personal focus: The 

relationship between 

independent/ 

interdependent self-

concept and 

bandwagon 

consumption behavior 

Survey 

▪ Self-concept 

▪ Status consumption 

▪ Susceptibility to 

normative influence 

▪ Need for uniqueness 

▪ Purchase intention 

▪ Interdependent self-concept has a positive effect on 

bandwagon consumption behavior, whereas independent 

self-concept has a negative one 

▪ Need for uniqueness, status consumption and 

susceptibility to normative influence mediate the effect of 

self-concept on bandwagon consumption behavior 

▪ Status consumption is the strongest positive predictor of 

bandwagon consumption in comparison to susceptibility 

to normative influence and consumers’ need for 

uniqueness has a negative relationship thereof 

Podoshen, J. S. 

and 

Andrzejewski, S. 

A. (2012) M 

Interpersonal and 

personal: The 

relationship between 

materialism and CC, 

impulse buying, 

brand loyalty 

Survey 

▪ Materialism 

▪ CC 

▪ Impulse buying 

tendency  

▪ Brand loyalty 

▪ Materialism is a positive predictor of CC, impulse buying 

and brand loyalty  

▪ Materialism is the weakest related to brand loyalty as 

compared to CC and impulse buying 

Abdolvand, M. 

A. and Reihani, 

N. (2013) O  

Interpersonal and 

personal focus: The 

effect of brand 

associations on CC 

for youth adults in 

relation to their 

psychological needs 

Survey 

▪ Demographics 

▪ Brand features (brand 

symbolism, brand 

self-image, brand 

feelings and brand 

familiarity) 

▪ Psychological 

antecedents 

▪ CC 

▪ Psychological antecedents (social and personal factors) as 

well as brand associations are positive predictors of CC of 

watches among youth adults  

▪ Brand associations have the strongest impact on CC under 

the stimulation of social psychological needs 

▪ Brand associations also have an impact on CC through the 

stimulation of personal psychological needs 

▪ Purchase behavior is influenced by the interaction of 

social pressures and personal needs 

Bennett, R. and 

Kottasz, R. 

(2013) O 

 

Interpersonal and 

personal focus: 

Antecedents of 

purchasing limited 

edition art for newly 

affluent buyers 

Survey 

▪ CC  

▪ Materialism 

▪ Prestige sensitivity 

▪ Price-quality 

perception  

▪ Expected price 

increase 

▪ Art enthusiasm 

▪ Demographics 

▪ Purchase behavior 

▪ Purchase of at least one piece of art was influenced by 

materialism, prestige sensitivity, price-quality perception, 

expected price increases, CC  

▪ Purchase behavior was generally influenced by price-

quality dimensions, expected price increases, materialism, 

and art enthusiasm 

Segal, B. and 

Podoshen, J. S.  

Interpersonal and 

personal focus:  

Survey 

▪ Materialism 

▪ Men are more materialistic and have a higher CC 

tendency than women 
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(2013) M Gender difference in 

materialism, impulse 

buying, brand loyalty, 

CC 

▪ CC  

▪ Impulse buying 

tendency 

▪ Brand loyalty 

▪ Demographics 

▪ Women purchase moderately more impulsively than men  

▪ In terms of brand loyalty there are no differences between 

men and women 

Haddadi Barzoki, 

M. et al. (2014) 

O   

Interpersonal and 

personal focus: The 

sexual objectification 

on CC and 

materialism 

Survey 

▪ Materialism 

▪ CC 

▪ Self-objectification 

(body surveillance, 

body shame) 

▪ Interpersonal sexual 

objectification 

▪ Demographics 

▪ CC positively predicts materialism 

▪ Body surveillance and body shame positively predict CC 

▪ Body shame is driven by body surveillance as well as 

interpersonal sexual objectification 

▪ Materialism is higher for female students, whereas sexual 

objectification is higher for female non-students 

Kastanakis, M. 

N. and Balabanis, 

G. (2014) M  

Interpersonal and 

personal focus: The 

effect of self- concept 

orientation, status 

seeking and 

individual/social 

needs on CC (in 

terms of snob and 

bandwagon 

consumption) 

Survey 

▪ Self-concept 

orientation 

▪ Status seeking 

▪ Susceptibility to 

normative influence 

▪ Need for uniqueness  

▪ Snob consumption  

▪ Bandwagon 

consumption 

(creative/ unpopular 

choice counter-

conformity, 

avoidance of 

similarity) 

▪ Status seeking is a positive predictor of snob and 

bandwagon consumption behavior as well as of 

consumers’ susceptibility to normative influence 

▪ Interdependent self-concept positively relates to 

consumers’ susceptibility to normative influences, which 

in turn is positively related to bandwagon consumption 

and negatively to snob consumption 

▪ Independent self-concept positively relates to consumers’ 

need for uniqueness, which in turn is positively related to 

snob consumption and negatively to bandwagon 

consumption 

Velov, B. et al. 

(2014) O  

Interpersonal and 

personal focus: The 

effect of narcissism/ 

materialism on CC 

Survey 

▪ Attitude towards CC 

▪ Materialism 

▪ Narcissism 

▪ Materialism is a positive predictor of attitude towards CC, 

but narcissism is not significant 

▪ Narcissism and materialism are positively associated 

Jin, X. et al. 

(2015) M  

Interpersonal and 

personal focus: The 

effect of various 

signaling values on 

CC in China 

Survey 

▪ Reputability 

▪ Social status 

▪ Taste 

▪ Personality 

▪ CC 

▪ Modesty 

▪ Frugality 

▪ Materialism  

▪ Self-realization 

▪ Demographics 

▪ Signaling value (reputability, social status, taste and 

personality) is a positive predictor of CC 

▪ Modesty negatively affects the relationship between 

social status signaling value and CC 

▪ Frugality negatively affects the relationship between 

reputability-/ social status signaling value and CC 

▪ Materialism positively affects the relationship between 

taste and CC, but not the influence of individual 

personality on CC 

▪ Self-realization positively affects the relationship 

between taste and CC 

▪ Strong CC tendencies in China, but these are counteracted 

by Chinese cultural values 

Lewis, A. and 

Moital, M. 

(2016) M 

Interpersonal and 

personal focus: The 

effect of self- 

consciousness, 

materialism and self-

esteem on CC of 

expensive clothing  

Survey 

▪ CC 

▪ Public self- 

consciousness 

▪ Materialism  

▪ Domain-specific self- 

esteem 

▪ Demographics 

▪ For expensive and fashionable clothing, a higher level of 

public self-consciousness and materialism is related to a 

higher level of CC 

▪ For expensive clothing, a lower level of domain-specific 

self-esteem is related to a higher level of CC 

▪ According to demographics, participants can be clustered 

into groups in terms of CC  
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Vohra, A. V. 

(2016) O  

Interpersonal and 

personal focus: 

Factors influencing 

materialism, CC 

impulse buying 

Interview 

▪ Demographics 

▪ Opinion regarding 

materialism, impulse 

buying and CC 
 

▪ Culture, globalization, fashion, social status, reference 

group, and demographics are factors influencing CC 

Note: CC = conspicuous consumption; COO = country of origin effect; WTB = willingness to buy; Type of journal:                         

E = economic journal, M = marketing journal, O = other journal, S = sociology journal  

Source: Fassnacht & Dahm (2018) 

 

3.4.2.2 Non-empirical papers on conspicuous consumption 

The 17 qualitative articles on conspicuous consumption (see Table 11) point into two main 

research directions. First, authors call out for more research to be conducted on conspicuous 

consumption because there is still much uncertainty in the literature regarding this phenomenon 

and furthermore because consumer behavior is ever-changing and thus it requires an updated 

understanding (Campbell, 1995; Chaudhuri & Majumdar, 2010; Chaudhuri et al., 2011; Mason, 

1983; Mason, 1984; Shipman, 2004; Trigg, 2001). Second, authors criticize conspicuous 

consumption as a marketing strategy and companies that exploit this consumer behavior 

(Cooper, Garcia-Penalosa, & Funk, 2001; Corneo & Jeanne, 1997; Friedman & Ostrov, 2008; 

Mason, 1985; Peng, 2006; Rao & Schaefer, 2013; Tereyağoğlu & Veeraraghavan, 2012; 

Thomas, 2013). Accordingly, it has been realized in the literature that conspicuous consumption 

needs to be revisited both academically and managerially. 

 
Table 11 – Non-empirical papers on conspicuous consumption  

References Type and subject Central findings for CC 

Mason, R. (1983) 

E  

Literature review: Evolution 

of economic research on CC 

▪ Surprising lack in depth and volume of work conducted 

▪ Economic theory has not provided an explanation of this special consumer 

behavior 

Mason, R. (1984) 

M  

Literature review: 

Explaining the mechanics of 

CC with various models   

▪ Absence of CC from the literature 

▪ Four underlying models that can be employed to explain CC: achievement 

motivation, social image projection, social dissonance reduction and 

social character formation 

Mason, R. (1985) 

M  

Critique: Ethical 

considerations regarding CC 

▪ CC increases social stratification via status and thus enhances the 

visibility of the rising income gap 

▪ People with low income forego some of their necessary consumption in 

order to afford CC  

▪ Companies exploit the demand for CC goods and continue increasing 

prices because it makes their products even more attractive 

▪ But in a free market economy this is part of consumers’ free choice and 

thus it remains debatable whether companies’ activities are ethical or 

unethical 
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Campbell, C. 

(1995) S 

Critique: Analysis of the 

theory of CC 

▪ Absence of CC from the literature and particularly sociology literature. 

There is a lack in empirical work and discussion about this topic  

▪ There is a general uncertainty regarding CC: 1) Is it defined by an 

intention or a motive? 2) Are the motives/ intentions conscious, 

subconscious, instinctive or habits? 3) How does the process of CC work 

in terms of the audience’s feedback? 

▪ No agreement on the definition of CC in the literature 

Corneo, G. and 

Jeanne, O. (1997) 

E  

Theoretical analysis: 

Analysis of how an increase 

in price leads to CC 

▪ Snob and bandwagon effect as incentives for CC  

▪ The Veblen Effect occurs if the signaling value of a product increases with 

its price 

▪ Increasing the price leads to the snob effect with a downward sloping 

demand curve and to the bandwagon effect with an upward sloping 

demand curve 

▪ Taxing CC goods might actually enhance the demand thereof due to a 

higher absolute price and not reduce it, as tax policy usually intends to 

achieve 

Wong, N. and 

Ahuvia, A. (1998) 

Conceptual paper: Applying 

Western CC constructs to the 

Eastern Confucian cultures 

▪ Western and Asian consumers differ in terms of their emphasis on the 

hedonic experience, on CC, on public and private meaning of possessions, 

on status display, on social propriety versus personal preferences, on the 

effect of CC on in-group members, on gift exchange and on the product’s 

affiliation to a particular group  

▪ Asian cultures are based on interdependent beliefs and therefore these 

consumers focus more on public consumption and the outer self than 

Western consumers 

▪ Studies need to differentiate between Western and Confucian cultures in 

order to take these major cultural differences into account 

Vigneron, F. and 

Johnson, L. (1999) 

M 

Conceptual paper: Analysis 

of the driving motivations of 

prestige-seeking consumer 

behavior 

▪  Different types of consumers employ price as an indicator for prestige in 

a diverging manner 

▪ Veblenian, snob and perfectionist consumers perceive price as a symbol 

of prestige due to their motivation to consume to display status or to be 

exclusive or to gain a qualitative product respectively  

▪ Hedonic and bandwagon consumers emphasize the price less as a symbol 

of prestige as they focus on their own feelings or on others’ purchase 

behavior respectively 

Cooper, B. et al. 

(2001) E 

Theoretical analysis: The 

evolution of individual’s 

utility over time due to CC 

▪ Innovation is increasingly targeted at status goods and not at normal goods  

▪ Status goods do not provide any utility, whereas normal goods do 

▪ Thus, status goods become increasingly prestigious due to high R&D 

expenditures and people divert their income away from normal goods. 

Total utility decreases accordingly over time and reduces people’s 

happiness 

Trigg, A. (2001) E  Critique: Expanding on 

Veblen’s shortcomings on CC 

▪ Veblen’s theory on CC has three shortcomings, namely the trickle-down 

effect, the subtlety of CC, and postmodern lifestyles 

▪ Trickle-down effect: There is a triangular effect, which includes a 

feedback of taste from the bottom to the top in addition to the top-down 

effect of the social hierarchy 

▪ Subtlety of CC: CC is not always a conscious act but rather a socially 

established habit 

▪ Postmodern lifestyles: CC needs to address various lifestyles according to 

people’s economic and cultural capital 
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Shipman, A. 

(2004) S  

Literature review: The 

evolution of CC 

▪ CC develops from “waste to taste” and thus from quantity to quality and 

from material products to cultural products 

▪ This “de-materialization” allows access of the masses to branded goods, 

which in turn has a positive effect on the natural environment, but not on 

the social environment 

Peng, B. (2006) E  Theoretical analysis: 

Analysis of CC according to 

invidious comparison and 

pecuniary emulation 

▪  After an innovation is introduced to the market, invidious comparison is 

possible due to people’s high willingness to pay. This higher price is later 

forced down due to imitation and thus leading to pecuniary emulation. 

Hence, rich people search for even higher quality of the innovation in 

order to engage in invidious comparison 

▪ Invidious comparison and pecuniary emulation take turns throughout the 

product life cycle 

Chaudhuri, H. R. 

and Majumdar, S. 

(2006) M 

Literature review: Analysis 

of CC from today’s marketing 

perspective 

▪ Lack in literature and empirical work conducted on CC from a 

contemporary perspective  

▪ Postmodern developments such as increasing purchase power of the 

middle class, changing global social order, progressing digitalization and 

better manufacturing technology all influence today’s CC and thus the 

concept needs an important review   

Friedman, D. and 

Ostrov, D. N. 

(2008)E 

Theoretical analysis: The 

effect of pride and envy on 

CC 

▪ When pride is more important than envy as a consumption motive, 

consumers reveal widely distributed consumption patterns  

▪ When envy is more important than pride as a consumption motive, 

consumers with the same attributes in terms of income and preferences 

show the same proportion of CC  

▪ Over the long-run CC is pointless as consumers either all end up the same 

(envy) or become indifferent to each other (pride) 

Chaudhuri, H. R. 

and Majumdar, S. 

(2010) O  

Conceptual paper: 

Developing an alternative 

understanding of the concept 

of CC 

▪ There is a need for a review of CC in postmodern times 

▪ Class markers still guide CC, however, consumers have developed over 

time and thus place a greater emphasis on aesthetics and experience rather 

than price alone 

▪ CC is becoming more symbolic consumption 

Tereyağoğlu, N. 

and 

Veeraraghavan, S. 

(2012) M  

Theoretical analysis: 

Analysis of pricing, 

production and sourcing 

issues for CC sales 

▪ Even in CC markets, scarcity strategies are difficult to implement due to 

demand uncertainty 

▪ In markets with CC, firms tend to overproduce due to the higher profit 

margins and thus less stock outs occur 

▪ A scarcity strategy only works in a CC market, when the number of snobs 

is neither too high nor too low 

Rao, R. S. and 

Schaefer, R (2013) 

M 

Theoretical analysis: 

Analysis of pricing decisions 

for quality and status seeking 

consumers 

▪ High intrinsic quality indirectly leads to an enhanced exclusivity due to 

pricing effects. This exclusivity in turn gives CC consumers the desired 

social reward in terms of status recognition  

▪ In status-sensitive markets producers experience significant price 

depreciation after product introduction 

Thomas, T. (2013) 

E  

Theoretical analysis: 

Analysis of the critical price 

in CC markets 

▪ There is a critical price (range) at which the product is perceived as a status 

good, which acts a distinctive signal to one’s social environment 

▪ If the price is acceptably low, everyone has the monetary means to 

purchase the product and thus it does not have any signaling value 

▪ If the price is acceptably high, only the rich people have the monetary 

means to purchase this product with a high status signaling value 
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  ▪ If the price is in the middle or set too high, the entire market demand 

collapses 

Note: CC = conspicuous consumption; Type of journal: E = economic journal, M = marketing journal, O = other journal,      

S = sociology journal 

Source: Fassnacht & Dahm (2018) 

 

3.4.3 Literature on inconspicuous consumption 

3.4.3.1 Empirical papers on inconspicuous consumption 

The six empirical papers found for inconspicuous consumption (refer to Table 12) all have a 

combined focus on interpersonal and personal factors. Most of the papers contrast the 

preference for inconspicuous to conspicuous goods. Here authors analyze the influencing factor 

of the country of origin of the product (Piron, 2000; Zhou & Hui, 2003; Zhou & Wong, 2008) 

and the cultural background of consumers (Sachdev, Murphy, & Belassi, 2016). The remaining 

papers scrutinize what triggers consumers to prefer inconspicuous consumption and they 

particularly focus on social distinction, self-identity, and brand factors such as brand awareness, 

perception as well as prominence (Berger & Ward, 2010; Hume & Mills, 2013). 

 
Table 12 – Empirical papers on inconspicuous consumption  

References Subject of analysis Methodology/variables Central findings for CC 

Piron, F. (2000) 

M 

Interpersonal and 

personal focus: The 

diverging influence of 

the country of origin 

effect on luxury vs. 

necessity goods and 

private vs. public 

goods 

 

Laboratory 

experiment 

▪ Ranking of product 

attributes 

▪ Importance ratings of 

product attributes 

▪ Familiarity 

▪ Purchase intention 

▪ COO is more important for luxury goods, whether 

publicly or privately consumed, versus necessity goods 

▪ COO is more important for publicly consumed luxury 

goods than for privately consumed luxury goods 

▪ COO effect depends more on the visibility of 

consumption than on the product type 

Zhou, L. and 

Hui, M. K. 

(2003) M 

Interpersonal and 

personal focus: 

Symbolic value vs. 

utilitarian value of 

foreign and local 

products in China 
 

Survey 

▪ Product beliefs 

▪ Attitude 

▪ Purchase intention 

▪ The symbolic value of inconspicuous goods of foreign 

brands determines consumers’ purchase intention rather 

than their utilitarian value 

Zhou, L. and 

Wong, A. (2008) 

M 

Interpersonal and 

personal focus: The 

moderating effects of 

product 

conspicuousness and 

social compliance on 

the buying intention of 

foreign brands for 

young Chinese people 

Survey 

▪ Perceived prestige 

▪ Perceived quality 

▪ Perceived value 

▪ Social compliance 

▪ Perceived brand prestige drives the purchase intention of 

conspicuous rather than inconspicuous foreign products. 

This is more pronounced for high social compliance 

consumers 

▪ Perceived brand quality drives the purchase intention of 

inconspicuous rather than conspicuous foreign products. 

This is more pronounced for consumers with high social 

compliance 

▪ Perceived brand value drives the purchase intention of 

conspicuous rather than inconspicuous foreign products.  
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Table 12 – Continued 

References Subject of analysis Methodology/variables Central findings for ICC 

   This is however less pronounced for consumers with high 

social compliance 

Berger, J. and 

Ward, M. (2010) 

M 

Interpersonal and 

personal focus: 

Analysis of the 

conditions under 

which subtle brand 

signals are preferred 

for inconspicuous 

consumption 

Laboratory 

experiment 

▪ Estimated cost 

▪ Willingness to buy 

▪ Signal explicitness 

preference 

▪ Desire for distinction 

▪ Identity relevance 

▪ Insider (fashion) 

knowledge 

▪ Subtle brand signals are more likely to be misperceived 

by the majority of people and only people in the know 

identify them correctly  

▪ Insiders prefer subtle brand identifiers as this 

differentiates them from others not in the know. This 

effect is enhanced in identity-relevant product categories 

and when the consumption is publicly visible  

▪ Desire for distinction mediates the relationship between 

signal subtlety and willingness to buy 

Hume, M. and 

Mills, M.(2013) 

M 

Interpersonal and 

personal focus: 

Antecedents of 

inconspicuous 

consumption of 

intimate apparel 

Focus group,  

interview 

▪ Brand awareness 

▪ Brand perception 

▪ Product 

characteristics 

▪ Consumer self-image 

▪ Hedonism 

▪ Functionality 
 

▪ Uniqueness, differentiation from others and enhanced 

self-perception are positive predictors of ICC 

▪ ICC of intimate apparel is strongly related to hedonism in 

terms of self-indulgence, self-image and intimacy goals 

▪ Respondents want to receive value for money  

Sachdev, H. et 

al. (2016) O  

Interpersonal and 

personal focus: 

Conspicuous versus 

inconspicuous 

consumption in EMs 

Survey 

▪ Repetitiveness 

▪ Risk taking 

▪ Brand loyalty 

▪ Variety-seeking 

▪ Demographics 

▪ Acculturation 
 

▪ People from EMs have a greater brand loyalty and 

repetitiveness towards inconspicuous goods, but are more 

risk taking towards conspicuous goods 

▪ Men from EMs have a greater brand loyalty and 

repetitiveness for in- and conspicuous goods than women  

Note: ICC = inconspicuous consumption; COO = country of origin effect; Ems = emerging markets Type of journal:            

M = marketing journal, O = other journal  

Source: Fassnacht & Dahm (2018) 

 

3.4.3.2 Non-empirical papers on inconspicuous consumption 

The five non-empirical papers on inconspicuous consumption (see Table 13) reveal that there 

is a great discrepancy what this concept actually refers to. Shove and Warde (2002) as well as 

Smith (2007) see inconspicuous consumption as the devouring of ordinary everyday-life 

products, which are employed away from the eyes of the social environment such as detergents 

for example. Whereas the former authors criticize the lack in research on this topic, the latter 

emphasizes its importance towards people’s ultimate form of identity formation. Other authors, 

however, call inconspicuous consumption when people with money, yet little time to spend it 

or to enjoy purchased goods, buy items in order to store them somewhere invisibly and to only 

receive pleasure from an imagined future use (Sullivan, 2008; Sullivan & Gershuny, 2004). 

Finally, only Eckhardt et al. (2015), employ inconspicuous consumption in relation to luxury 

goods and as an intentional act to reduce one’s consumption signals to a limited and 

sophisticated social environment. 
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Table 13 – Non-empirical papers on inconspicuous consumption  

References Type and subject Central findings for ICC 

Shove, E. and 

Warde, A.(2002) S 

Critique: The sociology of 

consumption 

 

▪ ICC refers to the consumption of ordinary goods of daily life, like utilities 

for example and other goods invisible to one’s surroundings 

▪ Research focuses on the “glamorous” conspicuous consumption, which is 

not applicable to ICC. Little is known about ICC 

Sullivan, O. and 

Gershuny, J. 

(2004) S 

Conceptual paper: ICC as 

solution for money and time 

contradiction 

▪ Contradiction between money and time because people with the greatest 

income have the least time to spend it. ICC is the solution 

▪ ICC provides consumers pleasure through an imagined future use of 

previously purchased goods, although they remain invisibly used 

Smith, M. (2007) 

S 

Conceptual paper: ICC as 

the private form of identity 

formation 

▪ ICC refers to ordinary goods that are consumed away from the eyes’ of 

others or that might have only one point of visibility right after the 

purchase 

▪ ICC reveals the ultimate form of identity formation, which is independent 

of one’s social environment 

▪ Especially disposable items, that are constantly replenished, are often 

closer tied to one’s identity than one-time markers 

Sullivan, O. (2008) 

S 

Conceptual paper: 

Increasing spending of people 

with no time but money 
 

▪ Inconspicuous goods can be constantly replaced by more expensive 

alternatives  

Eckhardt, G. M. et 

al. (2015) M 

Conceptual paper: The 

development of inconspicuous 

consumption 

▪ Traditional conspicuous consumption has developed to the 

democratization of luxury and finally to inconspicuous consumption  

▪ Dilution of the signaling value of traditional luxury brands 

▪ ICC requires sophistication and subtlety as an in-group signal 

▪ ICC is conspicuous consumption targeted to a limited audience of 

connoisseurs 

Note: ICC = inconspicuous consumption; Type of journal: M = marketing journal, S = sociology journal 

Source: Fassnacht & Dahm (2018) 

 

3.5  Directions for future research and managerial 

implications 

As of October 2016, the research conducted on the Veblen Effect and (in)conspicuous 

consumption gives rise to several research gaps. Therefore, based on the previous literature 

review, directions for future research avenues are derived in order to fill these voids and 

managerial implications are provided.  

3.5.1 Directions for future research 

1. General findings  

▪ Lack in research on the Veblen Effect. Although the Veblen Effect is a well-known 

phenomenon across different subject areas, there is a lack in academic work regarding this 
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subject. While there has been a surge in published papers regarding the underlying purchase 

motivation conspicuous consumption, the superordinate concept has received little 

attention (Figure 9). To the authors’ best knowledge, the Veblen Effect has only been 

described by economists from a theoretical point of view (Bagwell & Bernheim, 1996; 

Leibenstein, 1950) and has been merely measured by a proxy with the substitution effect 

(Hayes et al., 1988; Hayes et al., 1992; Phillips & Slottje, 1983; Slottje, 1992; Slottje et al., 

1990). Furthermore, these studies employ aggregated economic proxy data per country and 

hence it would be interesting to approach the topic with individual consumption data or 

even transaction data. This lack in research on the Veblen Effect calls for more work to be 

done and particularly to prove the Veblen Effect empirically with data at the individual or 

product level. 

 
Figure 9 – Development of literature on the Veblen Effect and conspicuous consumption 

 

 

 
Source: Fassnacht & Dahm (2018, p. 354) 

 

▪ Lack in research on inconspicuous consumption. While there is a plethora of articles on 

conspicuous consumption, the literature on inconspicuous consumption has only emerged 

at the turn of the millennium. With only eleven found articles on this concept, in 

comparison to 60 regarding conspicuous consumption in the same time frame, future 

research should focus on further understanding the specificities of inconspicuous 

consumption with its antecedents and outcomes. 

▪ Dissociation of the concepts. Researchers have agreed that the Veblen Effect and 

conspicuous consumption are inseparable to describe this specific price phenomenon 

(Bearden & Etzel, 1982; Bellezza et al., 2014; Braun & Wicklund, 1989; Eastman 

& Eastman, 2015; Gierl & Huettl, 2010; Hayes et al., 1988; Hayes et al., 1992; Kastanakis 

& Balabanis, 2012; Mason, 1983; Slottje et al., 1990; Veblen, 1899; Wang & Griskevicius, 
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2014). However, while all papers from the Veblen Effect stream relate to conspicuous 

consumption, the majority of conspicuous and inconspicuous consumption papers do not 

have a cross-reference to the Veblen Effect (refer to Figure 10). Particularly the 

inconspicuous consumption articles have not brought this concept in relation to the Veblen 

Effect once. Hence, it is deduced that over time a dissociation of the Veblen Effect and its 

driving purchase motives has occurred causing (in)conspicuous consumption to become 

separately researched concepts. Going forward, it is necessary to reconnect these concepts 

or it needs to be determined whether this dissociation is actually justified. 

 
Figure 10 – Development of literature on the Veblen Effect and conspicuous consumption 

 

 
Source: Author 

 

▪ Source inequality of papers on both concepts. Most articles on the Veblen Effect are from 

an economics source and most (in)conspicuous consumption ones have a marketing 

background. Therefore, when re-connecting the Veblen Effect and (in)conspicuous 

consumption, as proposed earlier, the Veblen Effect should be introduced to a marketing 

environment as well. This gives rise to many research techniques to explore this 

phenomenon, which are not so well utilized in the field of economics. 

▪ Research methodology of empirical articles. Across empirical articles regarding the Veblen 

Effect, conspicuous and inconspicuous consumption, the majority of papers employed a 

survey as research methodology, as seen in Figure 11. Although far behind, this is followed 

by laboratory experiments, secondary data analysis, interviews, field experiments and 

others. It can also be observed that while all papers on the Veblen Effect rely on secondary 

data, inconspicuous consumption does not employ this approach at all. Overall, this shows 

that future research should generally shift its focus away from surveys and explore other 

research methodologies in order to analyze the Veblen Effect and its drivers of 
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(in)conspicuous consumption from a variety of research perspectives. For the Veblen 

Effect it would be particularly fruitful to conduct experiments in the lab as well as in the 

field. 

 
Figure 11 – Frequency of research methodology 

 

 
Note: VE = Veblen Effect; ICC = inconspicuous consumption; CC = conspicuous consumption 

Source: Fassnacht & Dahm (2018, p. 353) 

 

2. Dilution of the concepts 

▪ Differentiation between the Veblen Effect and the trading up principle. The anti-laws of 

marketing state that luxury brands should increase their prices continuously in order to 

enhance demand as well as that the average price of the offered product range should be 

raised steadily (Bastien & Kapferer, 2013). This exploits the trading up principle of 

consumers to strive for higher quality and taste by purchasing more expensive goods 

(Silverstein & Fiske, 2003). Accordingly, this should implicitly incorporate the Veblen 

Effect because current literature only theorizes the positive relationship between price and 

demand and does not incorporate factors such as the absolute price level of the product, the 

time horizon or the frequency of price increases, the price increase level, the price 

dispersion across the product offering etc. Hence, future research should investigate 

whether there is a difference between the Veblen Effect and the trading up principle as well 

as to derive a more detailed understanding of the Veblen Effect. 

▪ Differentiation between conspicuous and status consumption. Scholars do not agree 

whether conspicuous consumption and status consumption should be differentiated or seen 

synonymously. Most previous research does not distinguish between the two of them 



46          3. LITERATURE ANALYSIS OF THE VEBLEN EFFECT                                                                                                                          

 

because conspicuous consumption and the Veblen Effect are seen as striving to gain status 

in society (Kapferer & Bastien, 2009; Mason, 1983; Vigneron & Johnson, 1999), therefore 

making it only the other side of the same coin. Others, however, see status consumption as 

the antecedent of conspicuous consumption (Eastman & Eastman, 2015; Kastanakis 

& Balabanis, 2012) and yet others derive that status consumption and conspicuous 

consumption might be related but clearly distinguishable regarding consumers’ perception 

and their respective drivers (O'Cass & McEwen, 2004; Truong, 2010). O’Cass and Frost 

(2002) as well as Chao and Schor (1998) on the other hand argue that status consumption 

is driven by conspicuous consumption, but since conspicuous consumption is driven in turn 

again by status signaling, this academic discussion becomes a chicken-or-the-egg problem. 

Accordingly, it is proposed to analyze whether it is valuable to distinguish between these 

two types of consumption for the accuracy of research findings or whether the additional 

effort is inane and thus putting this discussion to rest in the future.  

▪ Differentiation between conspicuous, snob and bandwagon consumption. The concept of 

conspicuous consumption has not always been researched distinctly to other purchase 

motivations. It has gotten defused with the other two interpersonal motives, namely snob 

and bandwagon behavior. Although originally these have been defined as clearly separated 

constructs (Leibenstein, 1950), a total of ten papers equate conspicuous consumption with 

snob and bandwagon motivations or even making conspicuous consumption the 

overarching term for the other two (Amaldoss & Jain, 2005; Bagwell & Bernheim, 1996; 

Bennett & Kottasz, 2013; Corneo & Jeanne, 1997; Gierl & Huettl, 2010; Kastanakis 

& Balabanis, 2012, 2014; Mason, 1983; Nunes et al., 2011; Peng, 2006). Therefore, it 

would be valuable for researchers to revisit these three constructs and treat them separately 

in their studies or to provide empirical proof that they should be pooled together going 

forward.  

▪ Clarification of the concept of conspicuous consumption. Conspicuous consumption has 

always been treated as a given in past research and scholars have never questioned what 

the underlying causes in consumers’ minds are. Several authors insist on a differentiation 

to be made whether it is conscious, subconscious, instinctive or a socially established habit 

(Campbell, 1995; Chaudhuri & Majumdar, 2010; Trigg, 2001). Researchers should hence 

distinguish between the types of conspicuous consumption they intend to analyze in order 

to avoid generalization mistakes. 
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▪ Clarification of the concept of inconspicuous consumption. The existing empirical and non-

empirical literature on inconspicuous consumption seems to be irresolute about the 

definition of this concept and in which context to use it. While some authors employ it for 

ordinary goods that are consumed invisibly (Shove & Warde, 2002; Smith, 2007), others 

describe it as the purchase of expensive goods that are never used but kept invisibly 

(Sullivan, 2008; Sullivan & Gershuny, 2004). Yet, some further others describe it as the 

more sophisticated form of conspicuous consumption employed by the elite to subtly signal 

to each other exclusively (Berger & Ward, 2010; Eckhardt et al., 2015; Han et al., 2010). 

Researchers of all backgrounds should thus find an agreement what inconspicuous 

consumption stands for and utilize it consistently in the future. 

▪ Clarification of the concept of the Veblen Effect and its underlying purchase motivation(s). 

Leibenstein (1950) first established that the Veblen Effect is driven by conspicuous 

consumption and that it is a pure function of price. However, when looking at other articles, 

it becomes clear that not only conspicuous consumers employ the price as a heuristic for 

their purchase motivation. There are in total five main personal and interpersonal purchase 

motivations, where the price is utilized as a cue in a diverging manner, namely hedonist, 

perfectionist, Veblen, snob and bandwagon (Eastman & Eastman, 2015; Truong, 2010; 

Vigneron & Johnson, 1999, 2004). Therefore, it is very interesting to determine which 

purchase motives drive the Veblen Effect. Furthermore, it should be determined whether 

inconspicuous consumption is just like conspicuous consumption a trigger of the Veblen 

Effect. 

3. Influence of consumer-related factors 

▪ Income: Disposable income has a positive effect on conspicuous consumption behavior 

(Bagwell & Bernheim, 1996; Chao & Schor, 1998; Han et al., 2010; Heffetz, 2011; 

Leibenstein, 1950) and this can be generalized across countries according to the overall 

development of the country (Hayes et al., 1988). This relationship is even enhanced when 

a consumer does not spend his self-earned income (Kim & Jang, 2014; Ryabov, 2016). 

Thus, it is relevant to distinguish between sources of income when pursuing future research 

projects.  

▪ Profession: Closely tied to income is the profession of consumers, which only Porter 

(1967) analyzed. Hence, next to income considerations professional factors could be 

incorporated into subsequent studies.  
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▪ Culture: Particularly for the Chinese culture, numerous papers contrast the excessive 

Chinese conspicuous consumption behavior with the Western world. Although this cultural 

stereotype has been proven flawed for people from Hong Kong (Chung & Fischer, 2001), 

Chinese people are generally thought to have higher conspicuous consumption behavior 

than people from other cultures (Chen et al., 2005; Eng & Bogaert, 2010; Jin et al., 2015; 

Souiden et al., 2011; Vohra, 2016; Wong & Ahuvia, 1998). Along the lines of Eng and 

Bogaert (2010), it would be very interesting to analyze cultural differences in 

(in)conspicuous consumption according to Hofstede’s cultural dimensions (Hofstede, van 

Hofstede, & Minkov, 2010). Furthermore, it is proposed to compare (in)conspicuous 

consumers from old rich versus new rich countries to distinguish between the cultural 

sensibilities of luxury. 

▪ Race: Racial minorities with a lower status in society such as African Americans or 

Hispanics consume more conspicuously than Whites in order to compensate for their 

standing in the social hierarchy (Chao & Schor, 1998; Charles et al., 2009; Mazzocco et 

al., 2012; Podoshen et al., 2014; Ryabov, 2016). The authors of this paper think that these 

findings are too generalized and discriminatory and hence should be reassessed with more 

detailed racial measures.  

▪ Country of residence: Several studies showed that consumers have different preferences 

across countries regardless of cultural factors (Chao & Schor, 1998; Hayes et al., 1988; 

Hayes et al., 1992; Podoshen et al., 2011; Ryabov, 2016; Sachdev et al., 2016; Slottje, 

1992; Slottje et al., 1990). Therefore, by combining our previous argumentation for further 

research on culture and the work of Hennigs et al. (2012), cross-geographical and cross-

cultural luxury consumer segments could be defined in order to better determine 

differences in (in)conspicuous consumption behavior and thus the occurrence of the Veblen 

Effect on a global level.  

▪ Gender: Past research could not find an agreement in terms of the (in)conspicuous 

consumption tendency of men and women because some argue there is no difference in 

gender (Griskevicius et al., 2007) and others discover that either men (O'Cass & McEwen, 

2004; Segal & Podoshen, 2013) or women (Kim & Jang, 2014) tend to consume 

(in)conspicuously more and yet others argue that it varies across product categories 

(Sachdev et al., 2016; Wang & Griskevicius, 2014). Hence, for future (in)conspicuous 

consumption studies it should be taken into account that for a specific focus of analysis 

gender can exhibit an influence, whereas for others it might remain irrelevant. Furthermore, 
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future research could extend on this by combining gender and various product categories 

as combinatory influencing factor of (in)conspicuous consumption. 

▪ Point of life cycle: Depending on the point in one’s life cycle, consumers tend to have a 

stronger or weaker urge to engage in (in)conspicuous consumption. Past research 

determined that especially younger, studying adults or teenagers have a high conspicuous 

consumption motivation (Fan & Burton, 2002; O'Cass & McEwen, 2004; Piacentini 

& Mailer, 2004; Thomas & Wilson, 2012). Accordingly, it would be very interesting to 

expand this research horizon across ages and to specifically pinpoint at stages in the life-

cycle, where consumers are most prone to engage in (in)conspicuous consumption.  

▪ Generation. The majority of past research reviewed in this article has neglected to analyze 

whole generations instead of age. Only Kim and Jang (2014) as well as Grotts and Widner 

Johnson (2013) address how Gen Y consumers, also called Millennials, differ in their need 

for conspicuous consumption. Therefore, going forward research on the Veblen Effect as 

well as (in)conspicuous consumption should address the influence of differences in age 

cohorts. This is particularly important because due to the rise of the Internet generations 

Gen X, Gen Y and Gen Z vary tremendously regarding their inherent consumers 

characteristics.  

▪ Psychological characteristics. Psychologically, (in)conspicuous consumption has been 

found to have an identity fulfilling and identity extending mechanism (e.g. Hume & Mills, 

2013; Smith, 2007). Researchers particularly focused on negative identity issues such as 

low self-esteem (Song et al., 2016; Souiden et al., 2011), low self-confidence (Kastanakis 

& Balabanis, 2012, 2014; Piacentini & Mailer, 2004), body shame (Haddadi Barzoki et al., 

2014), identity incompleteness (Braun & Wicklund, 1989) and high self-consciousness 

(Lewis & Moital, 2016). Hence, it would be intriguing to steer the focus towards positive 

psychological characteristics in order to validate whether (in)conspicuous consumption can 

also be triggered by positive identity issues.  

▪ Situation: Past research showed that conspicuous consumption occurs especially in 

situations where an individual is under social pressure such as an embarrassing situation 

(Song et al., 2016), in a mating situation (Griskevicius et al., 2007; Kim & Jang, 2014) or 

in a mate guarding situation (Wang & Griskevicius, 2014). Accordingly, it would be 

fruitful to focus on positive situations without any pressure from the social environment in 

future studies.  
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▪ Need for status: Han et al. (2010) determined that consumers vary in terms of their need 

for status and accordingly the way they signal their status to their chosen target audience. 

Therefore, consumers have diverging needs to show off and preferences for conspicuous 

or inconspicuous luxury goods. This fits to the culture and country of residence 

argumentation from above and that there is a need in the literature to define consumer 

segments across cultures, countries and status levels in order to analyze conspicuous and 

inconspicuous consumption accurately. 

▪ Education: Although education should be connected to occupation as well as income, Chao 

and Schor (1998) identified that it does not have any influence on conspicuous 

consumption. Since to the authors’ best knowledge no other study has confirmed this 

finding, educational background should be re-assessed.  

▪ Purchase for others: Although luxury gift purchases occur as frequent as luxury purchases 

for oneself (Dubois, Czellar, & Laurent, 2005), there has only been one article, where the 

buyer was not the consumer. In this case parents did not engage in conspicuous 

consumption for their children (Prendergast & Wong, 2003); however, it is necessary to 

determine in which other gift giving situations (in)conspicuous consumption plays a role 

and hence the Veblen Effect could be triggered. 

▪ Taste: According to Bourdieu (1984) taste is a result of the social hierarchy and the people 

with the highest economic and cultural capital determine the legitimate taste and impose 

this on people with lower capital. As a consequence, there is a constant struggle of people 

higher in the social ladder to dissociate themselves from the lower class and for people 

lower in the social order to associate themselves with the upper class (Allen & Anderson, 

1994; Amaldoss & Jain, 2005, 2008; Corneo & Jeanne, 1997). Therefore, future research 

should analyze the interplay of economic and cultural capital in order to determine the 

tendency for (in)conspicuous consumption of consumers from various social classes and 

ultimately how to exploit the social struggle in order to elicit the Veblen Effect.  

4. Influence of product- and brand-related factors 

▪ Product categories: Across this literature review it was determined that all products with a 

ceremonial aspect such as clothing, jewelry or handbags lead to the Veblen Effect (Grotts 

& Widner Johnson, 2013; Hayes et al., 1988; Hayes et al., 1992; Heffetz, 2011; Nunes et 

al., 2011; Piacentini & Mailer, 2004; Slottje, 1992; Slottje et al., 1990). Nevertheless, the 

authors of this paper believe that this list is not exhaustive and thus it is recommended to 
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analyze the Veblen Effect and (in)conspicuous consumption for products from both soft 

and hard luxury goods. 

▪ Brand associations. Past research has shown that brand associations, such as brand 

symbolism, perceived prestige and value of a brand, are very important in eliciting 

(in)conspicuous consumption, since they contribute to the signaling value of the product or 

its brand (O'Cass & McEwen, 2004; Zhou & Wong, 2008). Nevertheless, brand familiarity 

does not have any impact on conspicuous consumption (Abdolvand & Reihani, 2013; 

O'Cass & McEwen, 2004). Hence, it is interesting to determine which brand factors 

actually matter for the Veblen Effect and which others are simply disregarded by 

consumers.  

▪ Aesthetics. A luxury product should appeal to all five human senses at once (Dubois et al., 

2001). For conspicuous consumption, as the name already implies, the visibility of 

consumption and being able to show this to one’s environment is crucial (Chao & Schor, 

1998; Heffetz, 2011; Veblen, 1899). However, according to Fan and Burton (2002) a 

conspicuous good does not necessarily need to be easily seen, but it needs to be at least 

easily talked about in order to create the desired status recognition effects. Hence, more 

recent research has expanded this topic by differentiating between consumers’ preferences 

in relation to public versus private consumption as well as conspicuous versus 

inconspicuous consumption (Berger & Ward, 2010; Eastman & Eastman, 2015; Eckhardt 

et al., 2015; Zhou & Wong, 2008). These different forms of consumption differ according 

to their subtleness and their desired social target audience. The authors of this paper 

propose to develop a specific measurement scale to determine one’s private and public 

inconspicuous versus conspicuous purchase motivation. Furthermore, it would be valuable 

to analyze the influence of the other human senses, namely hearing, touching, smelling and 

tasting on (in)conspicuous consumption.  

▪ Rarity. Only one empirical paper concentrated on the important luxury characteristic of 

rarity. It was discovered that consumers take demand scarcity information as a cue for 

quality regarding inconspicuous consumption and supply scarcity as a cue for status in 

terms of conspicuous consumption (Gierl & Huettl, 2010). Therefore, it would be valuable 

to expand this topic by further investigating the influence of different forms of rarity on 

(in)conspicuous consumption behavior. Following Catry (2003) and Kapferer (2012), it is 

proposed to distinguish between natural rarity and virtual rarity. 
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▪ Heritage. The heritage of a luxury brand is one of its key components and it requires 

substantial effort and time to develop as Tamara Mellon, co-founder of the famous luxury 

fashion company Jimmy Choo, said: “I think it takes 30 years to build a luxury brand” 

(Friedman, 2013, p. 156). One aspect of the heritage is the country of origin of the brand, 

which has been found to be an important influence on (in)conspicuous consumption (Piron, 

2000). However, since heritage involves other aspects such as family ownership or years 

of existence, it could lead to interesting insights to analyze the effect of these factors on 

(in)conspicuous consumption too.  

▪ Quality. Luxury and excellent quality are often used as synonyms because in people’s 

minds luxury is directly associated with the best quality possible (Dubois et al., 2001; Heine 

& Phan, 2011). Zhou and Wong (2008) determined that quality has a negative effect on 

conspicuous consumption and rather leads to a preference for inconspicuous consumption. 

This effect should be further analyzed and broken down into different forms of luxury 

brand quality, namely quality of the product attributes and of the manufacturing process.  

▪ Other luxury characteristics. Two of the six key characteristics of luxury (Dubois et al., 

2001), namely price and superfluousness, have not been analyzed yet. Regarding price, it 

would be highly relevant to determine which price points lead to (in)conspicuous 

consumption and the Veblen Effect and how the price-response curve looks like for 

different products as theorized by Leibenstein (1950). With regards to superfluousness, 

consumers purchase goods which are beyond what is necessary to fulfil functional needs 

(Dubois et al., 2001). Since the Veblen Effect also goes beyond functional needs and relates 

more to social needs, superfluousness measures should be introduced as potential drivers 

to this study field.   

5. Influence of company-related factors 

Company-related factors have not been taken into account by past Veblen Effect and 

(in)conspicuous consumption research. There is an increasing consolidation of luxury 

brands under the top six parent companies by sales, as identified by Deloitte (2017), 

including: LVMH, Richemont, Estée Lauder, Luxottica, Kering and the Swatch Group. 

These unify 70, 18, 29, 28, 19 and 18 brands respectively (Estée Lauder Companies, 2017; 

Kering, 2017a; LVMH, 2017; Richemont, 2017; Swatch Group, 2017) and accordingly this 

should also have an effect on the selected pricing strategy of each luxury brand 

individually. Therefore, price management factors should be further analyzed. 
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6. Influence of materialism  

There are a surprising number of articles that link the Veblen Effect and conspicuous 

consumption to the concept of materialism. All ten articles confirmed that materialism is a 

positive predictor for conspicuous consumption (Bennett & Kottasz, 2013; Grotts 

& Widner Johnson, 2013; Haddadi Barzoki et al., 2014; Jin et al., 2015; Kim & Jang, 2014; 

Lewis & Moital, 2016; Podoshen & Andrzejewski, 2012; Prendergast & Wong, 2003; 

Velov et al., 2014; Wong, 1997). Therefore, it is proposed to compare the importance of 

materialism for conspicuous consumption as well as for inconspicuous consumption to 

other inherent consumer characteristics listed in point three of Chapter 3.5.1. 

7. Consumer-related outcomes   

The consequences for consumers engaging in conspicuous consumption can be divided 

into positive and negative ones, although the latter clearly dominates. In terms of positive 

aspects, conspicuous consumers receive positive feedback from their social environment 

in form of preferential treatment or higher competence inferences (Bellezza et al., 2014; 

Nelissen & Meijers, 2011; Scott et al., 2013). On the downside, conspicuous consumers 

are perceived as cold (Scott et al., 2013) and they face constant social pressure to continue 

to manifest their social position through conspicuous consumption. They either withdraw 

from this social system (Porter, 1967) or struggle with their income allocation between 

conspicuous and necessity goods (Cooper et al., 2001; Friedman & Ostrov, 2008; Lu Wang 

& Xiong Chen, 2004; Mason, 1985; Trigg, 2001). Therefore, it would be interesting to 

determine whether there are more positive outcomes of conspicuous and inconspicuous 

consumption and whether these can legitimize its negative aspects.  

8. Company-related outcomes   

For companies the consequences of fostering conspicuous consumption are found to be 

negative in the existing literature and are associated with continuously decreasing demand 

(Mason, 1985), downward price pressure (Peng, 2006; Rao & Schaefer, 2013), innovation 

pressure (Peng, 2006; Rao & Schaefer, 2013), negative social image (Mason, 1985), 

overproduction and challenges in terms of price setting (Tereyağoğlu & Veeraraghavan, 

2012; Thomas, 2013). Accordingly, it would be valuable from a managerial perspective to 

analyze whether there are positive consequences for businesses and whether these 

outweigh the negative ones.    
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9. Future developments   

▪ Digitalization and globalization. Due to the rising importance of the Internet and the 

changing social order driven by globalization, consumer behavior is evolving rapidly 

(Chaudhuri & Majumdar, 2006; Vohra, 2016). Social media channels such as Instagram 

give the wide population virtual access to the world of luxury, which used to be reserved 

only for the elite, and thus cultural capital is enhanced across levels in society 

(Thoumrungroje, 2014; Trigg, 2001). Also, the global spending power is increasing even 

for the middle class (Chaudhuri & Majumdar, 2006). Consequently, it is necessary to keep 

up with these developments and re-assess (in)conspicuous consumption regarding people’s 

economic as well as cultural capital and to investigate how (in)conspicuous consumption 

might differ in the online versus the offline world.  

▪ From waste to taste. Luxury consumers have also evolved in terms of what they want to 

show off when engaging in (in)conspicuous consumption. The wasteful display, as 

described by Veblen (1899), has developed into a desire to signal one’s taste (Shipman, 

2004). This de-materialization of luxury caused experiences to be more important than 

price considerations (Chaudhuri & Majumdar, 2010). Accordingly, it would be interesting 

to analyze whether future (in)conspicuous consumption also shifts from signaling wealth 

through price associations to signaling experience through symbolism. 

▪ Social and environmental awareness. Around the globe people become increasingly aware 

of their social and environmental responsibilities. Particularly the very important millennial 

consumers focus on their own ethical behavior as well as on companies’ (Deloitte, 2015). 

This change in consumer sentiment raises the question whether (in)conspicuous 

consumption will still be socially appropriate in the future or whether acts of blatant 

benevolence are the new way of signaling to one’s social environment (Griskevicius et al., 

2007). Furthermore, it would be interesting to analyze whether this affects the Veblen 

Effect and possibly even eliminates it for morality reasons. 

3.5.2 Managerial implications 

1. Leveraging the Veblen Effect for luxury brands 

▪ Identifying the Veblen Effect potential. This literature review revealed that there is no clear 

determination which product categories or which brand aspects elicit the Veblen Effect. 

Accordingly, luxury brand companies should engage in detailed market research to 
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determine their potential in leveraging this price effect and to reap the benefits of increasing 

price and demand simultaneously.  

▪ Identifying the right price. Research has shown how difficult it is to identify the right price 

for triggering the Veblen Effect. Above and below a certain price level income constraints 

or a collapsing conspicuous value of the product impede demand respectively. This 

emphasizes how crucial it is for luxury brands to know their price-response function and 

to align their pricing strategy consequently. Luxury brand companies should invest in their 

activities and managerial positions related to pricing decisions. 

▪ Identifying the right Veblen Effect trigger(s). There is an overwhelming amount of 

consumer-related factors that have an influence on (in)conspicuous consumption and it is 

very challenging for luxury brands to identify which consumers engage in conspicuous 

consumption or are driven by another luxury purchase motivation. Thus, luxury brands 

should study their consumer segments thoroughly and address them individually in their 

marketing efforts. In order to do this most efficiently and effectively luxury brands could 

utilize the big data collected online and offline from their current and potential consumers.  

▪ Differentiation between buyer and consumer. Most research focused on consumption 

occasions where the buyer is also the consumer. However, for luxury brand companies it 

is crucial to differentiate between purchases for oneself and purchases for others. In gifting 

situations like Christmas, consumers have diverging underlying motives for their purchase 

decision. Thus, luxury companies should address these in order to provide the appropriate 

purchase experience and thereby potentially to elicit the Veblen Effect.    

▪ Further considerations. This literature review did not provide any insights in terms of how 

to implement the intended price increase for the Veblen Effect and how competitive 

reaction forces might influence the success of this pricing strategy. Therefore, luxury 

brands should be very careful in changing prices drastically as this could lead to unforeseen 

consumer and competitive reactions.  

2. Influence of product- and brand-related factors  

▪ Brand familiarity. Although it has been confirmed by past research that the brand is the 

most important attribute when it comes to luxury purchases (Godey et al., 2012), this 

literature review actually discovered that brand familiarity does not influence conspicuous 

consumption and the Veblen Effect accordingly. Therefore, luxury brands should 

investigate whether they can change this consumer mind-set or whether they should rather 
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focus their marketing efforts on other brand factors that actually support triggering the 

desired effect.   

▪ Conspicuous versus inconspicuous preferences. Research has shown that there is a 

diverging preference for conspicuous and inconspicuous luxury goods as well as that these 

goods are differently priced. Luxury goods with a lower brand prominence are generally 

priced higher and preferred by the upper class luxury consumers for signaling to each other 

rather than downwards in the social ladder (Han et al., 2010; Nunes et al., 2011). Therefore, 

luxury brands should determine which luxury consumers they are targeting with their 

products and accordingly adapt their products in terms of the brand conspicuousness. 

Furthermore, in order to reap all potential profits, luxury brands should offer a range of 

products across conspicuous and inconspicuous goods in order to engage in price 

differentiation for various consumer segments with diverging disposable income and need 

for status display.  

3. Consequences  

▪ Consumer perspective. Consumers find themselves increasingly in the conflict to keep up 

with people higher up in the social ladder and therefore forgo some of their necessary 

consumption to afford this. Research confirmed that luxury companies exploit this 

tendency and continuously increase prices of their goods in order to foster this social 

behavior. Therefore, luxury companies need to be aware of the social compliance and brand 

image impact this might have because especially the important millennial consumers are 

aware of the ethical behavior of luxury companies (Deloitte, 2015). Consequently, luxury 

brands might be blamed for the increasing social stratification and thereby the brand image 

gets tarnished.  

▪ Company perspective. For luxury brands it is increasingly important to not simply rely on 

their heritage, but to link it with innovation in order to please today’s luxury consumers. 

The long-established luxury brand Hermès for example collaborated with the innovation 

giant Apple in order to launch an Hermès Apple smartwatch. However, this literature 

analysis has shown that focusing innovation efforts on conspicuous goods actually leads to 

decreasing prices over time due to imitations of cheaper brands. Therefore, luxury 

companies should carefully plan innovative steps and yet stick to their exclusivity 

principles to avoid an innovation and price war with premium and other affordable brands.  
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4. Future developments   

The Veblen Effect and (in)conspicuous consumption are not static concepts, but they rather 

develop over time along with changes in consumer characteristics as well as 

microeconomic and macroeconomic factors. Consequently, luxury companies need to 

constantly keep up with new changes and adapt their strategies. Especially the Internet and 

social networks enhance the speed of change and luxury brands cannot turn away from the 

online world anymore like in the past. Luxury brands should reconsider all four P’s of 

marketing in order to trigger the Veblen Effect both online and offline. Due to global e-

commerce and tourism, the main challenge for luxury brands is to establish a harmonized 

pricing model to elicit the Veblen Effect because as the present research analysis has 

shown, there are considerable differences across countries and cultures. Furthermore, 

luxury companies should investigate how they can provide a seamless shopping and brand 

experience across multiple channels that fulfil today’s consumers’ needs for 

(in)conspicuous consumption. 

3.6 Conclusion 

This paper provides a comprehensive overview of the state of the art of research on the Veblen 

Effect and (in)conspicuous consumption based on a thorough review of papers found in the 

systematic literature search for all three concepts.  

  Although some scholars have proven the Veblen Effect theoretically or empirically with 

a substitutive proxy, the authors of this paper could not find any evidence that the Veblen Effect 

actually exists and that conspicuous consumption is the sole underlying purchase motivation. 

Hence, it is of great value to prove the Veblen Effect, its applicability across product categories 

and for different price levels and to investigate its underlying purchase motivation with regards 

to conspicuous consumption, inconspicuous consumption as well as to the other main luxury 

purchase motivations, namely hedonist, perfectionist, snob, and bandwagon.  

  The extensive future research agenda derived by the authors aims at further 

understanding the Veblen Effect with its influencing factors and filling the apparent academic 

research gaps. Thereby, the intention of this article is to support luxury brand managers in 

guiding their pricing decisions to balance the pursuit of growth and rarity for their luxury brands 

in the future. 
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4. Quantitative pre-study5 

Since it was determined in the previous Chapter 3 that the list of products previously studied in 

relation to the Veblen Effect and Veblenian (conspicuous) consumption is not exhaustive, this 

quantitative pre-study aims at determining meaningful product categories and corresponding 

brands for the subsequent empirical analysis of Chapter 5.   

4.1 Methodology 

4.1.1 Product category selection 

In order to select the product categories and the brands, the author employs various criteria. 

 First, luxury goods can be generally divided into soft luxury (including wine and spirits, 

perfumes and cosmetics, fashion and accessories and leisure services) and hard luxury goods 

(jewelry, watches, means of transportation and home design). These two categories differentiate 

according to the longevity and durability of their goods, as Frédéric de Narp, CEO of the Bally 

Group, said: “There are ‘soft’ luxury goods, which stand for fashion, and ‘hard’ luxury goods, 

which stand for timelessness. Timelessness and hard luxury goods do not allow easily for 

lifestyle expansion, while fashion brands allow more easily for extension” (de Narp, 2012). 

Therefore, the author intends on striking a balance between examining soft and hard luxury 

goods going forward.  

 Second, according to past academic research, the Veblen Effect is theorized to occur 

because luxury consumers enjoy signaling their status to their environment by showing off their 

expensive luxury goods. This emphasizes the importance of the social visibility of the Veblen 

Effect and its underlying purchase motivation of Veblenian (conspicuous) consumption. 

Furthermore, as previously mentioned, conspicuous consumption is all about the visibility of 

consumption and accordingly the Veblen Effect is also related to the signaling theory. Due to 

this criterion the product categories home design as well as perfumes and cosmetics are 

eliminated because their consumption takes place in a private, less visible setting as compared 

to the other product categories.  

                                                 
5 Sections of this chapter are part of the unpublished article by Fassnacht and Dahm (n.d.) 
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 Third, it is reasonable not to further restrict the subsequent experiments to one gender, 

but rather to choose product categories, which are more or less considered as gender neutral. 

As a result, jewelry is not a viable product category option.  

 Fourth, luxury is a subjective concept because for some people it is luxury to have a 

warm meal per day and for others it is to fly in a private jet to Paris just to have dinner at Place 

Vendôme. It has also been confirmed by several studies that the minimum price where luxury 

begins varies considerably across consumers (Kapferer, Klippert, & Leproux, 2014; Kapferer 

& Laurent, 2016). Accordingly, the author includes accessible luxury good categories so that 

all research participants can at least imagine saving up to this specific good and treat themselves 

to it one day in their lives once they have the monetary means. This eliminates the product 

category of means of transportation because a Bugatti car, a Sunseeker yacht or a Gulfstream 

private jet are not accessible for most people in a lifetime.  

 This leaves the product categories watch, wine and spirits, fashion and accessories, as 

well as leisure services. However, the last category is further excluded due to the inherent 

difference between a luxury service versus a luxury product. Finally, for these product 

categories, the author focuses on watches, trench coats, travel bags and champagne. 

Nevertheless, it must be noted that initially writing instruments were selected instead of trench 

coats, but later on this product category was eliminated due to its similarity to watches. 

Accordingly, the quantitative pre-study was conducted twice, one time for watches, writing 

instruments, travel bags as well as champagne and one time for trench coats alone. However, 

for simplification reasons the following will ignore writing instruments for the descriptive parts, 

but the quantitative parts include part 1 and part 2 of the pre-study. This approach is chosen 

because including writing instruments does not add any value to the forthcoming chapters.   

4.1.2 Brand selection 

For the subsequent experimental studies in Chapter 5, a high-priced and a low-priced luxury 

brand is required for each product category. Therefore, the author selected five brands for each 

product category that had a very similar product offering and which revealed an absolute price 

dispersion.  

 Watch brands range for steel watches with a black dial from $789 (Longines) to $8,439 

(Rolex). Trench coat brands range for black coats without any special material from $995 

(Alexander McQueen) to $4,270 (Bottega Veneta). Travel bags include all dark leathered 
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holdall bags from $925 (Mulberry) to $9,950 (Hermès). Lastly, champagne brands range from 

$35 (Laurent-Perrier) to $190 (Dom Pérignon) for normal cuvées.  

 Figure 12 provides an overview of all selected brands and price ranges. In the following, 

it will be tested through a short quantitative pre-study which brands participants associate with 

a high price or a low price for each specific product category. These resulting brands will be 

used for the main experimental study as part of Paper 2 in Chapter 5. 

4.1.3 Sample 

Since luxury consumers are hard to access and to be motivated to participate in research studies, 

researchers either have to accept monetary incentives to acquire participants or the lack in 

representability by relying on student samples (Heine, 2010). Otherwise, researchers have to 

go through extensive efforts in order to reach true luxury consumers like Kastanakis and 

Balabanis did in their drop-and-collect survey across wealthy neighborhoods in London 

(Kastanakis & Balabanis, 2012, 2014).  

 However, for the following quantitative analysis it is not the intention to reach just real 

luxury consumers, but rather luxury insiders, “who can be defined as respondents with some 

knowledge about luxury brands, product and product categories” (Heine, 2010, p. 134). 

Therefore, this quantitative pre-study as well as the following experiments in Chapter 5 do not 

use actual consumption of luxury products as participation criterion, but rather whether 

respondents are interested in luxury goods and whether they know something about luxury 

goods. This serves as an approximation for the participants’ general attitude towards luxury and 

that they have a certain demand and desire for luxury goods. After all, this is what the Veblen 

Effect is all about: the demand and the desire towards luxury goods with increasing price.  

 The participants of this pre-study were acquired from the crowdsourcing marketplace 

MTurk, where workers can select Human Intelligence Tasks (HITs) posted by requesters 

according to their preference and convenience for a pre-defined dollar amount (Amazon 

Mechanical Turk, 2017). Over the past years MTurk has established itself as a cost effective 

and time saving method in order to reach participants from diverse demographic backgrounds 

in any sample size, whose data quality is as reliable as traditional methods (Buhrmester, Kwang, 

& Gosling, 2011). Furthermore, through this platform it is possible to pre-define criteria in 

order to guarantee a certain quality and credibility of participants. For this pre-study and the 

main studies in Chapter 5 the following criteria were employed:  
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Figure 12 – Overview of tested brands and their price range 
 

 
Source: Author’s illustration of data retrieved for watches from Montredo (2016), Chronocentric (2016); for trench coats from 

Alexander McQueen (2016), Burberry (2016), Gucci (2016), Louis Vuitton (2016), Bottega Veneta (2016); for travel bags 

from Louis Vuitton (2016), Hermès (2016), Gucci (2016), Bottega Veneta (2016), Mulberry (2016); for champagne from 

Country & Town House (2016), Premier Champagne (2016) 
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1.  workers living in the United States 

2. workers that achieved a HIT approval rate greater than or equal to 95%   

3. workers that have at least 500 approved HITs in total  

 

 Accordingly, for the purpose of this academic research the pool of available workers 

on the MTurk platform was already reduced to reliable American MTurk workers. In order to 

select the luxury insiders out of this pool, a two-step approach, adapted from the methodology 

employed by Kluge and Fassnacht (2015), was utilized.  

 First, participants were screened out according to a reverse-coded question regarding 

their self-perceived luxury knowledge, which was hidden among other luxury attitude questions 

by Dubois et al. (2005). If participants were more agreeing than being indifferent to the 

statement “I don’t know much about the luxury world” (Dubois et al., 2005, p. 117), they were 

forwarded to the end of the study immediately.  

 Second, participants had to prove their actual luxury knowledge in a multiple-choice 

format by attributing at least four out of six iconic characteristics to their respective luxury 

brands. All chosen luxury knowledge questions revolved around truly unique brand recognizing 

symbols. These were pre-tested with five luxury knowledgeable people that were luxury 

consumers and non-consumers. Only participants qualifying as luxury insiders were allowed to 

proceed to the actual study and the others were screened out yet again. Accordingly, out of the 

369 people that clicked on the link for part 1 and part 2 of the study, only 80 passed the actual 

luxury knowledge screening process. The following Table 14 gives an overview of the six 

luxury knowledge questions assigned to the study participants.   

 The percentage of correct answers given to each knowledge question and participants’ 

low acceptance rate of 21.7% for both part 1 and part 2 of the pre-study combined show that 

this luxury screening process separates the wheat from the chaff and thus it safeguards admitting 

only luxury insiders to the study. Accordingly, it is also possible to use the crowdsourcing 

website MTurk to acquire respondents without sacrificing representability for luxury studies 

going forward. Table 15 shows the characteristics of the sample. 
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Table 14 – Overview of luxury knowledge questions (part 1 and part 2 of pre-study) 

Industry Iconic Characteristic Image Question Answer Choices Correct Answers 

Jewelry 

 

Which jewelry 

company is 

iconic for this 

special type of 

blue? 

▪ Tiffany’s  

▪ Cartier      

▪ Bulgari     

▪ Chopard  

✓ 

 

 

 

86% 

Accessories 

 

Which leather 

goods brand 

employs these 

iconic symbols? 

▪ Bottega Veneta 

▪ Louis Vuitton  

▪ Chanel 

▪ Hermès 



✓ 

 

 

86% 

Wine and 

Spirits 

 

Which brand 

name is missing 

on this iconic 

bottle? 

▪ Moët & Chandon 

▪ Ruinart 

▪ Dom Pérignon 

▪ Veuve Clicquot 

 

 

 

✓ 

19% 

Fashion 

 

Which shoe 

brand is 

renowned for its 

iconic sole 

color? 

▪ Christian Louboutin 

▪ Jimmy Choo 

▪ Manolo Blahnik 

▪ Valentino 

✓ 

 

 

 

53% 

Watches  

 

Which watch 

brand offers 

watches with 

this iconic 

style? 

▪ Hublot 

▪ Patek Philippe 

▪ Rolex 

▪ Audemars Piguet 

 



✓ 

 

84% 

Means of 

Transportation 

 

Which 

automotive 

brand produces 

this iconic car? 

▪ Porsche 

▪ Lamborghini 

▪ Aston Martin 

▪ Ferrari 

 

 

 

✓ 

61% 

Source: Author 

 

Table 15 – Sample characteristics of quantitative pre-study (part 1 and part 2) 

Characteristic  %  Characteristic   % 

Gender 

Female 

Male 
 

Age 

18-29 

30-39 

40-49 

50-59 

≥ 60 
 

Income 

Less than $1,000 of monthly income  

Between $1,000 and $2,000 

Between $2,000 and $3,000 

Between $3,000 and $4,000 

Between $4,000 and $5,000 

More than $5,000 of monthly income 

 

56.3 

43.8 
 

 

26.4 

39.0 

20.3 

  9.0 

  6.4 
 

 

18.8 

20.0 

15.0 

21.3 

10.0 

15.0 

 

Employment 

Employed full time 

Employed part time 

Homemaker 

Student 

Retired 

Currently unemployed 
 

Education 

High school graduate 

College graduate 

Associate’s degree 

Bachelor’s degree 

Post-graduate degree (Master’s, Doctorate) 

 

76.3 

10.0 

  6.3 

  0.0      

2.5 

5.0 
   

 

20.0 

10.0 

13.8 

42.5 

13.8 

Note: Percentages might not add up to 100% due to rounding errors 

Source: Author 



64                            4. QUANTITATIVE PRE-STUDY 

 

4.2 Procedure 

After the successful completion of the luxury insider screening process, respondents were 

forwarded to the main part of the pre-study, where the perceived expensiveness of the brands 

from Figure 12 was measured.  For each product category the participants were asked to respond 

on a five-point Likert-type scale anchored with “very low” and “very high” to the question 

“How do you perceive the general expensiveness of each < respective product category> 

brand?”. Moreover, next to ranking the expensiveness, respondents also had the choice to select 

“I am not familiar with this brand.”  

 Figure 13 illustrates the structure of part 1 and part 2 of the pre-study and Appendix 2 

provides an overview of the questionnaire employed. 

 
Figure 13 – Structure of pre-study (part 1 and part 2) 

 

 

Source: Author 

 

4.3 Results 

The purpose of this quantitative pre-study was to determine which brands luxury insiders deem 

as high-priced or low-priced in their respective product category in order to employ the resulting 

brands in the subsequent experiments as part of Paper 2. Accordingly, when determining the 



4. QUANTITATIVE PRE-STUDY  65 

  

mean expensiveness of each brand, respondents that indicated no brand familiarity were 

neglected and not taken into account for the results. Table 16 shows the descriptive statistics 

results of this quantitative pre-study. 

 
Table 16 – Descriptive statistics of quantitative pre-study 

Watch Trench Coat Travel Bag Champagne 

Brand M SD BF Brand M SD BF Brand M SD BF Brand M SD BF 

Rolex 4.800 .405 1.00 
Louis 

Vuitton 
4.590 .637 0.98 Hermès 4.546 .711 0.83 

Dom 

Pérignon 
4.500 .688 0.95 

Breitling           4.036 .838 0.70 Gucci 4.462 .555 0.98 
Louis 

Vuitton 
4.450 .749 1.00 Ruinart 4.191 .750 0.53 

TAG   

Heuer 
3.912 .793 0.85 

Bottega 

Veneta 
4.364 .822 0.83 Gucci 4.275 .716 1.00 

Moët &    

Chandon 
4.111 .919 0.90 

Longines 3.846 .834 0.65 Burberry 4.050 .815 1.00 
Bottega 

Veneta 
4.154 .675 0.65 

Veuve 

Clicquot 
4.033  .928 0.75 

Omega 3.656 .937 0.80 
Alexander 

McQueen 
3.971 .904 0.85 Mulberry 3.800 .866 0.63 

Laurent-

Perrier 
3.900  .860 0.74 

Note: M = mean; SD = standard deviation; BF = relative brand familiarity; dark grey highlighted brands = brands with highest 

perceived expensiveness; light grey highlighted brands = brands with lowest perceived expensiveness 

Source: Adapted illustration from Fassnacht and Dahm (n.d.) 

 

 Participants perceived Rolex (M = 4.80; SD = .41) as the high-priced watch brand and 

Omega (M = 3.66; SD = .94) as the low-priced one. For trench coats Louis Vuitton (M = 4.59; 

SD = .64) is the high-priced brand and Alexander McQueen (M = 3.97; SD = .90) the low-

priced one. Furthermore, Hermès (M = 4.55; SD = .71) is perceived as the most expensive travel 

bag brand and Mulberry (M = 3.80; SD = .87) as the least expensive. Lastly, Dom Pérignon    

(M = 4.50; SD = .69) is the high-priced champagne brand and Laurent-Perrier (M = 3.90;           

SD = 0.86) the low-priced one.  

 It is interesting to notice that only for the travel bag and the champagne brands, 

respondents identified the correct high-priced and low-priced brands. For the watch and trench 

coat brands, however, Omega was incorrectly deemed as the least expensive for watches and 

Louis Vuitton as the most expensive for trench coats. Therefore, this quantitative pre-study 

served its purpose well to select high-priced and low-priced brands for each product category 

as perceived by luxury insiders, rather than relying on actual selling prices. The following 

Figure 14 provides an overview of the products of each brand that will be utilized in the 

subsequent Chapter 5. As it can be seen, the selected products lead to a wide price dispersion 

and accordingly this supports the intention to analyze the Veblen Effect at different absolute 

price levels of products.  
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Figure 14 – Overview of products for experimental analysis 
 

 

Source: Author 

 

4.4 Conclusion 

This quantitative pre-study served as a helpful preparation for the following main study in two 

ways. First, it was possible to pre-test the luxury insider screening process and accordingly to 

determine that employing MTurk as a platform to acquire respondents will not impede the 

validity of the results. Secondly, it was a reliable way of deriving the eight luxury brands of the 

four respective luxury product categories for the main experimental analysis in the next chapter.  
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5. Experimental analysis of the Veblen Effect6 

5.1 Overview of Paper 2. Growing luxury brands by 

increasing the price: does the Veblen Effect exist? 

As derived from the expert interviews in Chapter 2 and the literature review in Chapter 3, the 

main research void in the academic literature is first whether the Veblen Effect actually exists 

and second whether Veblenian (conspicuous) consumption is the only driver of this 

phenomenon. Therefore, in this Paper 2 it is the purpose to understand through an experimental 

analysis which five main luxury purchase motivations (see 1a-2c in dark highlighted area of 

Figure 15) trigger the Veblen Effect. This is examined in an online experimental setting for the 

eight different brands of four luxury product categories, as identified in the previous Chapter 4.  

 
Figure 15 – Overview of luxury purchase motivations 

 

 
 

 
 

 

Source: Author’s adaptation of Kapferer and Bastien (2009) and Vigneron and Johnson (1999) and Kluge (2016, p. 19) 

  

                                                 
6 This chapter is based on the article by Fassnacht and Dahm (n.d.), which is submitted to the Luxury Research 

Journal 
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 This Chapter 5 is based on the unpublished article by Fassnacht and Dahm (n.d.), which 

has been submitted to the Luxury Research Journal. The following Figure 16 shows the title 

page including the abstract and the key words of the article.  

 
Figure 16 – Excerpt of title page of experimental analysis paper 

 

 
Source: Fassnacht and Dahm (n.d.) 

 

5.2 Introduction 

Ever since the financial crisis in 2008/2009 the global luxury market has recovered distinctly, 

achieving a growth rate of 71% between 2011 and 2017 as well as a total worth of €1.2 trillion 

in 2017 (Bain & Company, 2012, Bain & Company, 2017). This tremendous growth path has 

been facilitated among others due to the rise of the middle class, increased tourism, as well as 

the e-commerce boom (Bain & Company, 2016a). To meet this enhanced demand, luxury 

brands also diffused their presence by adapting their marketing mix such as extending their 

brand to new product lines, attracting new consumers with accessories at the entry-level price 

range, offering more distribution channels online as well as offline and expanding their 

communication efforts across media types. Accordingly, the luxury market, which used to be 

reserved only for the elite, has opened itself to the masses of consumers.  

 However, this growth development opposes the rarity principle of luxury, which 

postulates that only a limited market penetration in combination with a high brand awareness 

keeps the luxury dream alive (Dubois & Paternault, 1995). Therefore, luxury brands must 
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uphold their rarity in all growth endeavors in order to reinforce their brand desirability 

(Kapferer, 2012, 2015; Kapferer & Valette-Florence, 2016, 2018) and not to jeopardize the 

brand’s future existence as the former CEO of Hermès, Patrick Thomas, said: “Of course 

Hermès profits could be doubled in five years, but it would slowly kill Hermès”7 (Collomp, 

2010). Consequently, going forward one of the greatest challenges for luxury brands is 

balancing the pursuit of continuing on a steep growth path in the short run and yet maintaining 

the rarity of the brand in the long run.  

Particularly for luxury brands an increase in price serves as the ideal lever to solve this 

growth versus rarity conflict because the theory argues that luxury goods benefit from the so-

called “Veblen Effect”, where “the demand for a consumers‘ good is increased because it bears 

a higher rather than a lower price” (Leibenstein, 1950, p. 189). This pricing strategy kills two 

birds with one stone, because not only is the price the strongest profit driver (Marn & Rosiello, 

1992), but also the price constitutes a good’s luxuriousness in consumers’ minds (Heine 

& Phan, 2011; Kapferer et al., 2014; Kapferer & Valette-Florence, 2016). Accordingly, 

leveraging the Veblen Effect serves as a promising opportunity in striking a balance between 

rarity and growth.  

However, Mohr (2012) discovered that merely 25% of luxury brands are aware of this 

phenomenon. Next to luxury executives, academics also have not greatly contributed to 

understanding the Veblen Effect, because it received little attention in the literature ever since 

its genesis in 1950 by Leibenstein (Fassnacht & Dahm, 2018). The Veblen Effect has only been 

empirically approximated with the substitution effect between various product categories 

(Hayes et al., 1988; Hayes et al., 1992; Phillips & Slottje, 1983; Slottje, 1992; Slottje et al., 

1990). By employing economic aggregated data, it has been derived that the Veblen Effect 

occurs for products with a ceremonial aspect, meaning where the price influences the demand 

function. Furthermore, non-empirical work on the Veblen Effect only argues for its existence 

from a theoretical point of view (Bagwell & Bernheim, 1996; Leibenstein, 1950) and calls out 

for more research to be conducted in terms of which motivations drive this phenomenon 

(Eastman & Eastman, 2015). 

In this regard it is of importance to differentiate between intrinsic and extrinsic motives 

for two reasons: First, luxury consumption generally occurs either for personal or interpersonal 

reasons, meaning that intrinsic motives are independent of the consumers’ social environment 

and extrinsic ones are driven by social desires (Eastman & Eastman, 2015; Kapferer & Bastien, 

                                                 
7 Translated from French by the authors 
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2009; Vigneron & Johnson, 2004). Since these motives are evidently distinct, the Veblen Effect 

should be analyzed for both possible purchase motivation perspectives. Secondly, however, 

existing literature only argues for the extrinsic Veblenian purchase motivation, meaning that 

luxury consumers aim to portray their status through the consumption of high-priced luxury 

goods (e.g. Leibenstein, 1950; Veblen, 1899), to drive the Veblen Effect. Accordingly, the 

literature to date neglected that there are four other intrinsic and extrinsic luxury purchase 

motivations utilizing the price as a cue in a diverging manner for purchase decisions, namely 

perfectionist, hedonic, snob and bandwagon purchase motivation (Vickers & Renand, 2003; 

Vigneron & Johnson, 1999). Therefore, to the authors’ best knowledge the theorized positive 

relationship between price and demand for luxury goods is yet to be confirmed empirically and 

especially it needs to be determined which intrinsic and extrinsic purchase motivations drive 

this phenomenon.  

 The present article aims at filling this research void by being the first, to the authors' 

knowledge, to empirically examine the Veblen Effect through a series of experimental analyses. 

Thereby, the authors intend to derive conclusions about the existence of this price phenomenon 

by analyzing the impact of a low and high price increase on the change in demand for a variety 

of luxury goods of different absolute price levels. Furthermore, based on a conceptual model 

derived from past academic work, it is the purpose to scrutinize which intrinsic and extrinsic 

purchase motivation(s) drive(s) the Veblen Effect and thus the present paper is furthermore one 

of the few studies regardless of this article’s specific topic, that researches both types of 

motivations simultaneously (Hudders, 2012).  

 Especially in today’s increasingly competitive luxury market, it is highly relevant to 

gain insights on pricing decisions that generate continuous growth paths for luxury brands 

without diluting the brand’s exclusivity. However, since eliciting the Veblen Effect for luxury 

brands is still said to be a “marketing manager’s utopia” (Groth & McDaniel, 1993, p. 11),  this 

article aims at presenting first evidence that it indeed does exist as well as at providing initial 

guidelines on how to trigger it for different luxury product categories. 

   Subsequently, the authors first present the conceptual background to the relationship of 

the main luxury purchase motivations and the Veblen Effect, which serves as the basis for the 

research model of the present article. Thereafter, the research methodology is explained 

thoroughly and the results are presented and discussed in terms of their academic and 

managerial contributions. Finally, the article proposes future research avenues in order to 
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further stimulate the discussion about the Veblen Effect at the interface of luxury brand 

management and price management.  

5.3 Conceptual background 

In the following sub-chapters, the relationship between the tripartite value of luxury goods, the 

luxury purchase motivations and the Veblen Effect are explained according to the cue 

utilization and the costly signaling theory. Figure 17 illustrates the conceptual model of the 

underlying theory leading up to the focus of this research article, namely the Veblen Effect. 

 
Figure 17 – Conceptual model of the Veblen Effect 

 

 
Source: Fassnacht and Dahm (n.d.) 

 

5.3.1 The tripartite value of luxury goods 

Luxury goods are characterized by high prices (Dubois et al., 2001), but luxury consumers do 

not “seek to pay high prices for the sheer pleasure of being overcharged” (Bagwell & Bernheim, 

1996, p. 350). The high price is rather legitimized by the tripartite value of luxury goods 

consisting of their functional, experiential and symbolic benefits (Berthon, Pitt, Parent, & 

Berthon, 2009; Vickers & Renand, 2003), which are explained as follows: 
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▪ The functional benefit relates to the rational aspect of the good in terms of the 

outstanding quality, materials, performance, reliability, craftsmanship, durability and 

service it provides (Berthon et al., 2009; Dubois et al., 2001; Vickers & Renand, 2003).  

▪ The experiential benefit relates to the personal feelings and sensory pleasure elicited for 

oneself by acquiring an expensive luxury good and is associated with the product’s long 

heritage, its aesthetics, hedonism and the luxury dream (Berthon et al., 2009; Dubois 

& Paternault, 1995; Kapferer & Bastien, 2009). 

▪ The symbolic benefit is derived from the signaling value a luxury good entails to others 

in the consumer’s social environment in order to portray status, exclusivity or 

belongingness to a superior class (Berthon et al., 2009; Kapferer & Bastien, 2009; 

Vickers & Renand, 2003). 

  

 Hence, the functional and experiential benefits describe the intrinsic value received from 

consuming a luxury good and the symbolic benefit the extrinsic one. Whereas the same or even 

a higher functional benefit can be also received from premium goods, particularly the 

experiential and the symbolic benefits set luxury goods apart from their conventional 

counterparts (Berthon et al., 2009; Kapferer & Bastien, 2009; Nueno & Quelch, 1998; Vickers 

& Renand, 2003). Accordingly, this intrinsic and extrinsic interplay of functional and especially 

experiential as well as symbolic benefits legitimizes luxury consumers’ willingness to pay a 

much higher price, which should be at least 30 per cent higher vis-à-vis comparable non-luxury 

goods (Kapferer & Bastien, 2012).  

 This is in accordance with the cue utilization theory, where the price serves as an 

informational cue, which luxury consumers utilize in a purchase situation in order to draw 

inferences about a product’s value (Rao & Monroe, 1988; Richardson, Dick, & Jain, 1994; 

Völckner, 2008; Zeithaml, 1988). This can be expanded by the associated costly signaling 

theory, which states that in order for a cue to be reliable, it must bear an appropriately high 

price tag (Grafen, 1990; Zahavi, 1975). Consequently, an increasing price acts as a more reliable 

cue for a higher perceived value of a luxury good in terms of its functional, experiential and 

symbolic benefits and hence fosters positive demand reactions, i.e. causing the Veblen Effect 

(Groth & McDaniel, 1993; Lee, Ko, & Megehee, 2015). 
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5.3.2  The Veblen Effect and luxury purchase   

motivations 

Prior literature has attributed the Veblen Effect to the extrinsic symbolic benefit of luxury 

goods. According to its name giver Thorstein Veblen (1899), consumers aim to achieve status 

in society by putting their wealth in evidence through the visible consumption of expensive 

superfluities like luxury goods (Dubois et al., 2001). This is the so-called Veblenian purchase 

motivation.  

 Numerous successive empirical studies and theoretical analyses confirmed that 

consuming luxury goods of a high price allows consumers to signal or to euphemize their actual 

wealth (Bagwell & Bernheim, 1996; Braun & Wicklund, 1989; Corneo & Jeanne, 1997; 

Eastman & Eastman, 2015; Griskevicius et al., 2007; O'Cass & McEwen, 2004; Piron, 2000; 

Podoshen et al., 2011; Porter, 1967; Trigg, 2001; Truong, 2010). Hence, the higher the price of 

a luxury good, the greater is its perceived signaling value in order to claim a high standing in 

the social hierarchy, leading to a rise in Veblenian consumers’ demand thereof, i.e. the Veblen 

Effect occurs. Nevertheless, none of these studies have explicitly analyzed the causal 

relationship between an increase in price and change in demand empirically and thus the 

existing literature only implicitly argues that the Veblen Effect is driven by the homonymous 

extrinsic Veblenian purchase motivation, where consumers employ the price as a means to 

signal their status to their social environment. Therefore, the present article is the first to directly 

scrutinize the Veblen Effect and its underlying purchase motivation empirically.  

 Moreover, it is important to point out that although the Veblen Effect and Veblenian 

purchase motivation bear the same name, they are not equal to another and not inseparable 

because the former describes a general price phenomenon and the latter is only a hypothesized 

driver thereof.  

 Also, further research on luxury consumer behavior reveals that Veblenian consumption 

is not the only purchase motivation employing the price as a cue causing an increase in demand. 

In relation to the tripartite value of luxury goods, five main luxury purchase motivations can be 

identified according to the functional, experiential and symbolic benefits that employ the price 

as a cue in a diverging manner (Fassnacht & Dahm, 2018; Vickers & Renand, 2003; Vigneron 

& Johnson, 1999), namely: 

 

 



74               5. EXPERIMENTAL ANALYSIS OF THE VEBLEN EFFECT 

 

Functional benefit (intrinsic) 

▪ Perfectionist purchase motivation:     driven by e.g. quality 

 

Experiential benefit (intrinsic) 

 

▪ Hedonic purchase motivation:         driven by e.g. pleasure, self-reward 

Symbolic benefit (extrinsic)  

▪ Veblenian purchase motivation:               driven by e.g. status 

▪ Snob purchase motivation:                      driven by e.g. uniqueness, exclusivity 

▪ Bandwagon purchase motivation:       driven by e.g. group affiliation 

  

  

Perfectionists focus on the functional benefit and set excessively high performance 

expectations. By paying a high price for a luxury good they receive assurance for the luxury 

good’s inherent quality (Frost, Marten, Lahart, & Rosenblate, 1990; Vigneron & Johnson, 

1999). Hedonists purchase luxury goods for their experiential benefit and thus the price 

resembles the anticipated feelings of owning an expensive luxury good as well as the 

satisfaction of their emotional desires (Truong, 2010; Vigneron & Johnson, 1999). In terms of 

the symbolic benefit, the high price of luxury goods serves as means to signal status, exclusivity 

and group affiliation for Veblenian, snob and bandwagon consumers respectively (Amaldoss 

& Jain, 2005; Bagwell & Bernheim, 1996; Corneo & Jeanne, 1997; Kastanakis & Balabanis, 

2012; Leibenstein, 1950; Vigneron & Johnson, 1999). 

 Although these purchase motivations are defined distinctively, a luxury consumer can 

be characterized by a variation of these and might thus experience several purchase motivations 

at once, when being faced with a certain price in a luxury buying decision (Leibenstein, 1950; 

Vigneron & Johnson, 1999). 

 Since all five intrinsic and extrinsic luxury purchase motivations employ the price as a 

cue to trigger an enhanced demand, this article aims at empirically testing whether the Veblen 

Effect is purely driven by its homonymous Veblenian purchase motivation, as theorized in the 

academic literature to date (Leibenstein, 1950; Veblen, 1899), or whether the other four 

purchase motivation(s) elicit(s) this price phenomenon as well.  

 Subsequently, hypotheses for the interaction effect of all five luxury purchase 

motivations with an increase in price on the change in demand, which is measured by the 

difference in willingness to buy (WTB) after and before the price increase, are developed. 
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5.4 Research hypotheses 

Both in academia as well as in practice, the Veblen Effect is a mature theory, which assumes 

that for luxury goods an increase in price leads to an increase in demand. Moreover, the theory 

also does not regard this effect exclusively, but rather attributes (conspicuous) Veblenian 

consumption as the driving force behind it (Leibenstein, 1950). Therefore, the underlying 

thinking of this phenomenon actually describes an interaction effect meaning that the Veblen 

Effect is argued to be caused by an increase in price coupled with Veblenian purchase 

motivation. Hence, in accordance with Homburg, Hoyer and Koschate (2005), who analyzed 

the impact of the interaction of a price increase together with customers’ satisfaction and 

perceived motive fairness on the repurchase intention, the authors also do not analyze the main 

effect of an increase in price on the change in demand separately, but rather focus immediately 

on the interaction effects.  

 Since the five main luxury purchase motivations can be categorized in terms of “luxury 

for oneself”, i.e. intrinsic purchase motivations (perfectionist, hedonist), and “luxury for 

others”, i.e. extrinsic purchase motivations (Veblenian, snob, bandwagon), the following 

hypotheses also differentiate between these interaction effects. Figure 18 illustrates the 

hypothesized effects in a research model. 

 
Figure 18 – Research model 

 

 
Notes: Control variables: brand attitude, gender, income, price consciousness 

Source: Fassnacht and Dahm (n.d.) 
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5.4.1 Interaction effects of intrinsic purchase 

motivations: perfectionist and hedonist 

Perfectionists are overly concerned with flaws in product performance and thus aim for superior 

quality in consumption (Frost et al., 1990; Vigneron & Johnson, 1999). Since they want to gain 

reassurance about the expected performance of the luxury good, they employ the price as a cue 

for the product’s invisible quality (Allsopp, 2005; Chang & Wildt, 1994; Erickson & Johansson, 

1985; Lichtenstein, Ridgway, & Netemeyer, 1993; Vigneron & Johnson, 1999; Völckner, 

2008), which provides them with a “feeling of comfort, well-being and security” (Dubois et al., 

2001, p. 10) Therefore, an increase in price of a luxury good serves as a more valuable cue and 

enhances the demand of perfectionists. It is hypothesized: 

 

H1.  The greater the perfectionist purchase motivation, the greater is the positive change 

in demand of a luxury good when its price is increased. 

 

 Hedonists emphasize the feelings that purchasing a luxury good induces in themselves 

(Vigneron & Johnson, 1999). Their consumption is driven by the strive for personal meaning, 

enjoyment, self-directed pleasure (Truong, McColl, & Kitchen, 2010), personal reward 

(Hudders, 2012), happiness, self-fulfillment (Richins, 1987), self-worth (Allsopp, 2005) and 

excitement (Völckner, 2008). For hedonists the price of the luxury good thus serves as a cue 

for the anticipated feelings that will come with owning the product (Völckner, 2008). 

Accordingly, with an increasing price of a luxury good, the value of the cue in terms of its 

pleasure is enhanced and thus the demand of hedonic consumers is elevated. It is hypothesized:  

 

H2.  The greater the hedonic purchase motivation, the greater is the positive change in 

demand of a luxury good when its price is increased. 
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5.4.2 Interaction effects of extrinsic purchase 

motivations: Veblenian, snob and bandwagon 

 Veblenians manifest their status and wealth through the conspicuous consumption of 

luxury goods (Bagwell & Bernheim, 1996; Corneo & Jeanne, 1997; Leibenstein, 1950; Tsai, 

2005; Vigneron & Johnson, 1999). Accordingly, the price is a cue of the product’s inherent 

prestige and its ability to signal the consumer’s standing in the social hierarchy (Vigneron 

& Johnson, 1999; Völckner, 2008). With an increasing price Veblenians’ demand rises to 

obtain this powerful status signaling item (Hwang, Ko, & Megehee, 2014; Lichtenstein et al., 

1993). It is hypothesized:  

 

H3.  The greater the Veblenian purchase motivation, the greater is the positive change 

in demand of a luxury good when its price is increased. 

 

 Snobs prefer exclusivity, uniqueness and rarity in their consumption choice 

(Leibenstein, 1950; Tsai, 2005; Vigneron & Johnson, 1999). Their main aim is “invidious 

comparison” (Veblen, 1899, p. 8), meaning that they intend to dissociate themselves from 

members of a lower social class. Therefore, with a reduced number of consumers of a particular 

luxury good, snobs’ preference thereof rises. Since the price naturally selects who has the 

monetary means to afford it, snob consumers utilize the price as an exclusivity clue (Bagwell 

& Bernheim, 1996; Leibenstein, 1950). Consequently, an increase in price leads to an increase 

in demand by snobs (Amaldoss & Jain, 2005; Bagwell & Bernheim, 1996; Corneo & Jeanne, 

1997; Hwang et al., 2014). It is hypothesized:   

 

H4.  The greater the snob purchase motivation, the greater is the positive change in 

demand of a luxury good when its price is increased. 

 

 Bandwagons, on the contrary, aim for group affiliation, social conformity and popularity 

when being faced with a purchase decision (Leibenstein, 1950; Tsai, 2005; Vigneron 

& Johnson, 1999). These consumers strive for “pecuniary emulation” (Veblen, 1899, pp. 16–

17), meaning that they want to associate themselves with members of a higher social class. 

Since the price determines which group of people have the monetary power to afford it, 
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bandwagon consumers employ the price as a cue for membership in a higher social class 

(Leibenstein, 1950; Tsai, 2005; Vigneron & Johnson, 1999). Consequently, an increase in price 

enhances bandwagons’ demand. It is hypothesized:   

 

H5.  The greater the bandwagon purchase motivation, the greater is the positive change 

in demand of a luxury good when its price is increased. 

 

 Furthermore, since in the following experiments products of real luxury brands are 

employed to test the proposed hypotheses and the a priori brand attitude towards the chosen 

luxury brands might influence the respondents’ willingness to buy thereof, the authors control 

for the effect of the a priori brand attitude in accordance with Machleit and Wilson (1988). 

Also, since a difference in luxury consumers’ willingness to buy according to their income, 

price consciousness and gender might exist (Kapferer & Laurent, 2016; Kim & Jang, 2014; 

Lichtenstein et al., 1993; O'Cass & McEwen, 2004; Segal & Podoshen, 2013), these are also 

adopted as control variables as well. 

 In conclusion, by combining previous academic work with the cue utilization theory as 

well as the costly signaling theory, the Veblen Effect is hypothesized to be driven by the five 

luxury purchase motivations. The hypothesized effects are analyzed through eight experimental 

studies for various luxury products of different absolute price levels subsequently.  

5.5 Methodology 

It is the purpose of this study to test the influence of the interaction between luxury purchase 

motivations and a price increase of a luxury good on the change in demand thereof, i.e. 

indicating whether the Veblen Effect exists. Hence, in the course of eight experiments, this 

causal relationship is examined for four different product categories, namely watch, 

champagne, trench coat and travel bag, for real brands with a low as well as a high absolute 

price level and for three different price increase levels, which participants are randomly 

assigned to. Table 17 provides an overview of the entire study. 
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Table 17 – Overview of experiments 1-8 

 Exp. 1 Exp. 2 Exp. 3 Exp. 4 Exp. 5 Exp. 6 Exp. 7 Exp. 8 

Purpose 
Hypothesis testing: the moderating effect of luxury purchase motivations on the relationship between a price increase 

and change in demand, i.e. the Veblen Effect 

Design Randomized between subject design with one single factor, i.e. price increase level 

Stimuli 

 

(1)   Group 1: + 0% (Control Group) 
 

  $ 8,400 $ 3,100 $ 190 $ 35 $ 3,600 $    995 $ 5,150 $ 1,795 

 

(2)   Group 2: + 6% (Low Price Increase)* 
 

  $ 8,900 $ 3,300 $ 201 $ 37 $3,800 $ 1,055 $ 5,450 $ 1,905 

 

(3)   Group 3: + 11% (High Price Increase)* 
 

  $ 9,300 $ 3,400 $ 211 $ 39 $4,000 $ 1,105 $ 5,700 $ 1,990 

Product Watch Watch Champagne Champagne 
Trench 

coat 

Trench 

coat 
Travel bag Travel bag 

Absolute 

price 

level 

High Low High Low High  Low High  Low 

Brand Rolex Omega 
Dom 

Pérignon 

Laurent-

Perrier 

Louis 

Vuitton 

Alexander 

McQueen 
Hermès Mulberry 

Sample 108 114 115 114 100 108 113 105 

Note: * $ amounts of price increases are approximated according to the format of the $ amount at the initial price level;     

Exp. = experiment 

Source: Fassnacht and Dahm (n.d.) 

 

 Since experiments are often artificial and non-meaningful (Morales, Amir, & Lee, 

2017), the authors intend to increase the experimental realism in four main ways:  

 

1.        recruiting true luxury insiders for this research 

2.       selecting real luxury brands and products 

3.        employing realistic price increase levels  

4.        illustrating a real product evaluation situation with a certain time pressure 

 

 This methodology is explained in detail subsequently. 

 

5.5.1 Sample 

The selection of the sample is conducted in a three-way process (refer to Table 18). First, the 

participants are acquired from the crowdsourcing platform Amazon Mechanical Turk (MTurk), 

where workers are paid an amount of $0.80 for a completed study. Furthermore, three criteria 
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are pre-defined in order to guarantee the quality and credibility of participants as well as 

reducing cultural influence:  

 

1. workers living in the United States 

2. workers that achieved an approval rate greater than or equal to 95% 

3. workers that have at least 500 approved tasks in total 

 

 Accordingly, for the purpose of this academic research the pool of available workers 

on the MTurk platform is reduced to reliable American MTurk workers. 

 
Table 18 – Sample selection process of experiments 1-8 

 

Exp.1 

High price    

watch 

Exp. 2  

Low price     

watch 

Exp. 3  

High price 

champagne 

Exp. 4  

Low price 

champagne 

Exp. 5  

High price    

trench coat 

Exp. 6  

Low price     

trench coat 

Exp. 7  

High price     

travel bag 

Exp. 8  

Low price      

travel bag 

Original sample 231 254 214 197 219 222 232 216 

Luxury insider screen out   82   93   61   51   58   59   75   58 

Luxury insider rate (%)     35.5     36.6     28.5     25.9     26.5     26.6     32.3     26.9 

Dropouts   28   41   31   27   42   43   37   38 

Completed sample 121 120 122 119 119 120 120 120 

Completion rate (%)     52.4     47.2     57.0     60.4     54.3     54.1     51.7     55.6 

Manipulation check 1 screen out    8    4    4    5   17    5    4    4 

Manipulation check 2 screen out    5    2    3    0    2    7    3   11 

Consideration sample 108 114 115 114 100 108 113 105 

Consideration rate (%)     46.8     44.9     53.7     57.9     45.7     48.6     48.7     48.6 

Note: Exp. = experiment 

Source: Fassnacht and Dahm (n.d.) 

 

  Second, since luxury brands aim at creating the luxury dream by communicating to both 

existing and potential consumers (Kapferer & Bastien, 2012), the price is a relevant 

communication tool to both types of consumers. Accordingly, for the following quantitative 

analyses it is not the intention to recruit luxury consumers exclusively, but rather luxury 

insiders, which are “respondents with some knowledge about luxury brands, product and 

product categories” (Heine, 2010, p. 134) and thus consist of luxury consumers and non-

consumers. This is achieved by adapting the luxury knowledge identification technique of 

Kluge and Fassnacht (2015) and by asking participants to attribute at least four out of six iconic 

characteristics to their respective luxury brands in a multiple choice format (e.g. a red shoe sole 

for Christian Louboutin shoes). This approach results in determining 25.9% to 36.6% of the 

original samples as luxury insiders and in achieving a completion rate of 47.2% to 60.4% across 

all eight experiments.  
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 Finally, post completion the samples are manually screened and only participants are 

considered that correctly answered the two manipulation checks, which tests the memory of the 

displayed price in scenario one and two. This approach is selected because in order to analyze 

the effect of a price increase on change in demand, participants need to be actually aware that 

a price increase has occurred (Berinsky, Margolis, & Sances, 2014; Oppenheimer, Meyvis, & 

Davidenko, 2009). This leads to a consideration rate of 44.9% to 57.9% across all eight 

experiments.  

 Overall, this strict sample selection process enhances the validity of MTurk respondents 

by minimizing self-selection (Goodman & Paolacci, 2017) and character misrepresentation 

(Sharpe Wessling, Huber, & Netzer, 2017). Table 19 provides an overview of the sample 

characteristics of all eight experiments. 

 
Table 19 – Sample characteristics of experiments 1-8 

 
Exp. 1 

 N =108 

Exp. 2 

N =114 

Exp. 3 

N =115 

Exp. 4 

 N =114 

Exp. 5 

 N =100 

Exp. 6 

N =108 

Exp. 7 

N =113 

Exp. 8 

 N =105 

 N % N % N % N % N % N % N % N % 

Gender 

Female 

Male 

 

60 

48 

 

55.6 

44.4 

 

61 

53 

 

53.5 

46.5 

 

65 

50 

 

56.5 

43.5 

 

58 

56 

 

50.9 

49.1 

 

60 

40 

 

60.0 

40.0 

 

54 

54 

 

50 

50 

 

47 

66 

 

41.6 

58.4 

 

51 

54 

 

48.6 

51.4 

 

Average age 

 

38.03 

 

35.93 

 

36.97 

 

33.52 

 

38.31 

 

34.70 

 

37.01 

 

35.18 

 

Income 

Less than $1,000 of monthly 

income Between $1,000 and 

$2,000 

Between $2,000 and $3,000 

Between $3,000 and $4,000 

Between $4,000 and $5,000 

More than $5,000 of monthly 

income 

 

 

26 

22 

14 

20 

12 

14 

 

 

24.1 

20.4 

13.0 

18.5 

11.1 

13.0 

 

 

32 

26 

21 

  9 

13 

13 

 

 

28.1 

22.8 

18.4 

  7.9 

11.4 

11.4 

 

 

29 

30 

13 

14 

14 

15 

 

 

25.2 

26.1 

11.3 

12.2 

12.2 

13.0 

 

 

27 

19 

28 

16 

11 

13 

 

 

23.7 

16.7 

24.6 

14.0 

  9.6 

11.4 

 

 

22 

18 

16 

17 

13 

14 

 

 

22.0 

18.0 

16.0 

17.0 

13.0 

14.0 

 

 

25 

25 

21 

16 

  7 

14 

 

 

23.1 

23.1 

19.4 

14.8 

  6.5 

13.0 

 

 

28 

17 

19 

22 

13 

14 

 

 

24.8 

15.0 

16.8 

19.5 

11.5 

12.4 

 

 

26 

15 

21 

11 

12 

20 

 

 

24.8 

14.3 

20.0 

10.5 

11.4 

19.0 

 

Employment 

Employed full time 

Employed part time 

Homemaker 

Student 

Retired 

Currently unemployed 

 

 

79 

15 

  7 

  3 

  2 

  2 

 

 

73.1 

13.9 

  6.5 

  2.8 

  1.9 

  1.9 

 

 

85 

  8 

  8 

  4 

  1 

  8 

 

 

74.6 

  7.0 

  7.0 

  3.5 

  0.9 

  7.0 

 

 

85 

13 

  8 

  3 

  3 

  3 

 

 

73.9 

11.3 

 7.0 

 2.6 

 2.6 

 2.6 

 

 

88 

11 

  6 

  1 

  0 

  8 

 

 

77.2 

  9.6 

  5.3 

  0.9 

  0.0 

  7.0 

 

 

75 

  7 

11 

  0  

  5 

  2 

 

 

75.0 

  7.0 

11.0 

  0.0 

  5.0 

  2.0 

 

 

77 

12 

10 

  2 

  1 

  6 

 

 

71.3 

11.1 

  9.3 

  1.9 

  0.9 

  5.6 

 

 

86 

12 

  5 

  4 

  4 

  2 

 

 

76.1 

10.6 

  4.4 

  3.5 

  3.5 

  1.8 

 

 

77 

11 

  7 

  2 

  2 

  6 

 

 

73.3 

10.5 

  6.7 

  1.9 

  1.9 

  5.7 

 

Education 

High school graduate 

College graduate 

Associate’s degree 

Bachelor’s degree 

Post-graduate degree (Master’s, 

Doctorate etc.) 

 

 

21 

6 

13 

54 

14 

 

 

19.4 

 5.6 

12.0 

50.0 

13.0 

 

 

 

30 

  7 

10 

49 

18 

 

 

26.3 

  6.1 

  8.8 

43.0 

15.8 

 

 

33 

8 

16 

47 

11 

 

 

28.7 

  7.0 

13.9 

40.9 

 9.6 

 

 

24 

10 

18 

51 

11 

 

 

21.1 

  8.8 

15.8 

44.7 

  9.6 

 

 

24 

  9 

10 

44 

13 

 

 

24.0 

  9.0 

10.0 

44.0 

13.0 

 

 

21 

14 

  7 

53 

13 

 

 

19.4 

13.0 

  6.5 

49.1 

12.0 

 

 

25 

  4 

16 

49 

19 

 

 

 

22.1 

  3.5 

14.2 

43.4 

16.8 

 

 

23 

  7 

16 

42 

17 

 

 

21.9 

  6.7 

15.2 

40.0 

16.2 

Source: Fassnacht and Dahm (n.d.) 
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5.5.2 Stimuli 

The main purpose of the subsequent empirical analysis is to derive generalized and realistic 

results regarding the existence of the Veblen Effect. Therefore, a total of three stimuli are 

selected in order to enhance the experimental realism of this research. 

5.5.2.1 Product categories and brands 

Since luxury goods are vastly different products and past studies on the Veblen Effect and 

Veblenian (conspicuous) consumption either employed real brands or none at all (Fassnacht 

& Dahm, 2018), the authors also test the hypothesized effects with real luxury brands of 

different product categories. Through a short pre-study the authors derive different real luxury 

brands of low as well as high perceived expensiveness for selected product categories. For this 

purpose the following criteria were employed:  

 First, luxury goods can be generally divided into soft luxury (wine and spirits, perfumes 

and cosmetics, fashion and accessories and leisure services) and hard luxury goods (jewelry, 

watches, means of transportation and home design). These two categories differ according to 

the lifetime and value recoverability of their goods, meaning how much of an investment the 

good actually is in the long run (de Narp, 2012). Therefore, the authors intend on striking a 

balance between examining soft and hard luxury goods going forward.  

 Second, according to past academic research, the Veblen Effect is theorized to occur 

because luxury consumers enjoy signaling their status to their social environment by showing 

off their expensive luxury goods (Leibenstein, 1950; Veblen, 1899). This emphasizes the 

importance of the social visibility of the Veblen Effect and hence the product categories home 

design as well as perfumes and cosmetics are eliminated because their consumption takes place 

in a private, less visible setting as compared to the other product categories.  

 Third, it is reasonable not to further restrict the subsequent experiments to one gender, 

but rather to choose product categories, which are more or less considered as gender neutral. 

As a result, jewelry is not a viable option for this research endeavor.  

 Fourth, luxury is a quite subjective concept and several studies confirmed that the 

minimum price where luxury begins varies considerably across consumers (Kapferer et al., 

2014; Kapferer & Laurent, 2016). Accordingly, the authors focus on accessible luxury good 

categories so that all research participants can at least imagine saving up to this specific good 

and treating themselves to it once in their lives, when they have the monetary means. This 
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eliminates the product category of means of transportation because a Sunseeker yacht for 

example is not accessible for most people in a lifetime.  

 This leaves the product categories watch, wine and spirits, fashion and accessories, as 

well as leisure services. The last category is further excluded due to the inherent difference 

between a luxury service versus a luxury product. For the remaining product categories, the 

authors focus on watches, trench coats, travel bags and champagne. Two types of fashion 

products are employed, namely trench coat and travel bag, because within the fashion product 

category there is a great variability in products offered and thus the authors deem it as necessary 

to analyze more than one category. However, both trench coat and travel bag are yet again 

relatively gender-neutral products and have a comparable lifetime and value recoverability. 

Finally, for all product categories the authors select five brands for each product category that 

have a very similar product offering and which reveal an absolute price dispersion.  

 Overall, the purpose of this quantitative pre-study is to determine which brands luxury 

insiders deem as high-priced or low-priced in their respective product category in order to 

employ the resulting brands in the subsequent experiments. Accordingly, when determining the 

mean expensiveness of each brand, respondents that indicate no brand familiarity are not taken 

into account for the results, which are displayed in the following Table 20.  

 
Table 20 – Descriptive statistics of quantitative pre-study 

Watch Champagne 

Brand M SD BF Brand M SD BF 

Rolex 4.800 .405 1.00 Dom Pérignon 4.790 .622 0.95 

Breitling           4.036 .838 0.70 Ruinart 4.619 .805 0.53 

TAG Heuer 3.912 .793 0.85 Moët & Chandon 4.444 .998 0.90 

Longines 3.846 .834 0.65 Veuve Clicquot 4.400 1.037 0.75 

Omega 3.656 .937 0.80 Laurent-Perrier 4.276 1.032 0.30 

        

Trench Coat Travel Bag 

Brand M SD BF Brand M SD BF 

Louis Vuitton 4.590 .637 0.98 Hermès 4.546 .711 0.83 

Gucci 4.462 .555 0.98 Louis Vuitton 4.450 .749 1.00 

Bottega Veneta 4.364 .822 0.83 Gucci 4.275 .716 1.00 

Burberry 4.050 .815 1.00 Bottega Veneta 4.154 .675 0.65 

Alexander McQueen 3.971 .904 0.85 Mulberry 3.800 .866 0.63 

Note: M = mean perceived expensiveness; SD = standard deviation; BF = relative brand familiarity; dark grey highlighted 

brands = brands with highest perceived expensiveness; light grey highlighted brands = brands with lowest perceived 

expensiveness 

Source: Fassnacht and Dahm (n.d.) 
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The five luxury brands of every product category are ranked according to their average 

perceived expensiveness so that the dark grey highlighted brands are perceived as most 

expensive and the light grey ones as the least expensive in their respective product category. 

Therefore, in the following experimental studies Rolex ($ 8,400) and Omega ($ 3,100) are 

employed as high-priced and low-priced brands for watches, Dom Pérignon ($ 190) and 

Laurent-Perrier ($ 35) for champagne, Louis Vuitton ($ 3,600) and Alexander McQueen ($ 995) 

for trench coats and Hermès ($ 5,150) and Mulberry ($ 1,795) for travel bags.  

 This survey is also distributed via MTurk and employs the luxury insider screening 

process of the main study (N = 80). However, only respondents familiar with a specific luxury 

brand are considered for evaluating the brand’s perceived expensiveness, which is measured on 

a five-point Likert-type scale anchored with “Very low” to “Very high”.  

5.5.2.2 Price increase levels 

In order to determine realistic luxury price increases for the forthcoming scenarios, the authors 

conduct seven semi-structured interviews with high-ranked experts from the luxury and the 

management consulting industry with a specialization on luxury branding.  

 The luxury experts are in agreement that a luxury price increase usually occurs in a 

range from 0-10%. Two experts explain this by the fact that luxury consumers have an 

acceptable price range for their specific luxury goods in mind and accordingly luxury brands 

can only justify price changes within this corridor. Furthermore, another expert says that the 

price increase must have a certain effect on the revenue side because otherwise the operational 

costs incurred by changing the price outweigh the upside potential. Only very special strategic 

decisions such as eliminating the popular grey market for luxury goods, a tremendous rise in 

raw material costs as well as exchange rate fluctuations can lead to a price increase way above 

the +10% upper limit. Therefore, the experts identify +5% as a low price increase level and 

+10% as a high price increase level.  

 However, the authors adapt this marginally to +6% and to +11% respectively in order 

prevent participants from simply spotting the price increase level, which is easier at the experts’ 

suggested percentages. This approach allows the authors to further disguise the true research 

intention of this article, to enhance the difficulty of the manipulation check regarding the 

participants’ memory of the displayed prices and thereby to improve the quality of participants’ 

responses. 
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5.5.2.3 Time 

Consumers usually have to make product evaluations and purchase decisions spontaneously 

and under a certain time pressure. Also, unlike in an academic study, consumers do not think 

about which answer is wanted from the researcher. In order to resemble the real-life purchase 

decision, the authors aim first, to put time pressure on the participants because this leads to 

more honest answers (Capraro, 2017) and second, to distract them visually because it inhibits 

critical thinking (Edell & Staelin, 1983).   

 Therefore, a ten second time countdown and a distraction task with a CAPTCHA 

(Completely Automated Public Turing test to tell Computers and Humans Apart) with images 

relevant to the specific product category (e.g. selecting all images showing a watch showcase 

at the jewelry store) are introduced. However, after the countdown elapses it simply re-loads 

until each respondent answers all questions on this page. Therefore, the countdown is merely a 

distraction and not a restriction to participants’ answering process. 

 This approach was pre-tested for the high-priced watch, where participants’ responses 

were compared with and without this stimulus. First, it was derived that the average change in 

demand as response to the increase in price was higher with the stimulus (M = -1.629 for a 6% 

price increase and M = -2.286 for a 11% price increase) than without the stimulus (M = -1.704 

for a 6% price increase and M = -4.103 for a 11% price increase). Second, the standard deviation 

of answers was enhanced with the stimulus (SD = 5.000 for a 6% price increase and                            

SD = 6.318 for a 11% price increase) versus without the stimulus (SD = 2.998 for a 6% price 

increase and SD = 5.030 for a 11% price increase). Accordingly, the stimulus allowed the 

authors to shift consumers’ attention away from providing a completely rational answer because 

not only was the negative impact on demand by an increase in price diminished, but also the 

overall breadth of answers was enhanced. Therefore, this time stimulus serves its desired 

purpose well in order to distract participants and to take them out of their research study 

answering mode. Moreover, this time and performance pressure is supposed to bring 

participants closer to a real-life condition as well as to prime them for the specific purchase 

scenario.  

5.5.3 Procedure  

After the luxury insider screening, participants are introduced to the brand specific to each 

experiment with a description taken from the official brand website and they are asked to state 
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their general attitude towards this brand in order to control for this effect in the following 

analysis.  

 Thereafter, subjects are presented with the first fictitious scenario where they should 

imagine that they have been interested in the particular product of the specific brand (e.g. Rolex 

watches) for quite some time and that they have informed themselves extensively through 

various sources leading the depicted model with the displayed price information to be their 

favorite. The price employed in this scenario is taken from the respective brand website as well; 

however, to keep participants unbiased, they are not actively made aware of the importance of 

the price information in this study.  

 Subsequently, respondents are asked to rate their WTB of the shown product and they 

have to prove their memory of the displayed price. The difference between this WTB 

measurement before the price increase and the following WTB measurement after the price 

increase serves as the measurement of the change in demand as a result of the price increase 

and is thus the surrogate measure for the Veblen Effect in this research article. 

 Before leading over to the second scenario, participants are asked for their general 

luxury purchase motivations irrespective of the previously shown product and brand. In the 

second scenario, subjects are randomly allocated to three groups, which are asked to imagine 

seeing the same product of scenario one now at the point of sale (e.g. the Rolex watch in a 

showcase at the jewelry store) with a price display of: 

  

1. no price increase 

2. +6% price increase 

3. +11% price increase 

 

 Prior to asking the subjects to rate their WTB and proving their memory of the displayed 

price post the second scenario yet again, the authors make participants aware of the time 

constraint in answering the following questions and the CAPTCHA distraction task is posed. 

Finally, on the last page participants are asked to state several demographic facts and to rate 

their price consciousness, which are used as control variables subsequently.  

 Figure 19 illustrates the structure of the main experimental study and Appendix 3 

provides an overview of the questionnaire employed. 
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Figure 19 – Structure of the main experimental study 
 

 

Source: Author 

 

5.5.4 Measures 

All measures employed in this research are reduced versions of established scales (see Table 

21, which are slightly adapted to the specific purpose of a luxury study.  
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Willingness to buy (e.g. “The likelihood of purchasing this < product of brand > is”) is 

measured on a seven-point Likert-type scale anchored with “(1) Very low” to “(7) Very high” 

and is taken from Dodds, Monroe and Grewal (1991). In order to derive the demand reaction 

towards a price increase, the difference between WTB pre and post price increase is calculated.  

 The luxury purchase motivations perfectionist (e.g. “When it comes to purchasing 

luxury products, I try to get the very best or perfect choice”), hedonist (e.g. “I sometimes 

purchase an expensive luxury product primary for my own pleasure”), Veblen (e.g. “I would 

buy a  luxury  product just  because it  has status”),  snob (e.g.  “When a luxury product I own 

becomes popular among the general population, I begin to use it less”) and bandwagon (e.g. 

“When buying luxury products, I generally purchase those brands that I think others will 

approve of”) are all measured on a seven-point Likert-type scale anchored with “(1) Strongly 

disagree” to “(7) Strongly agree”. These are derived from Völckner (2008), Bao, Zhou and Su 

(2003), Eastman, Goldsmith and Flynn (1999), Ruvio, Shoham and Makovec Brenčič (2008), 

and Shukla (2011) respectively.   

 The control variable brand attitude (“How do you feel about the brand < brand >?”) is 

measured on a seven-point semantic differential scale anchored with “(-3) Bad” to “(3) Good” 

and with “(-3) Dislike” to “(3) Like” and is taken from Berger and Mitchell (1989). The control 

variable price consciousness (e.g. “I am willing to go to extra effort to find lower prices”) 

derived from Lichtenstein et al. (1993) is measured on a seven-point Likert-type scale anchored 

with “(1) Strongly disagree” to “(7) Strongly agree”. Finally, the control variable gender is 

simply measured by the options “(1) Female” and “(2) Male” and the control variable income 

by six different income classes (e.g. “(1) Less than $1,000 of monthly income”), which is 

derived from Dubois and Duquesne (1993). 

5.6 Results 

5.6.1 Confirmatory factor analysis 

A confirmatory factor analysis (see Table 21) is employed for all eight experiments in order to 

test the reliability and validity of the employed measures. According to the criteria developed 

by Fornell and Larcker (1981) a composite reliability of greater than 0.7 and a convergent 

validity measured by an average variance extracted (AVE) of greater than 0.5 are achieved by 

all measures.  Furthermore, discriminant validity is determined when AVE is greater than  the 
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Table 21 – Measurement scales of experiments 1-8 

 

 Exp.1 
High price    

watch 

Exp. 2  
Low price     

watch 

Exp. 3  
High price 

champagne 

Exp. 4  
Low price 

champagne 

Exp. 5  
High price    

trench coat 

Exp. 6  
Low price     

trench coat 

Exp. 7  
High price     

travel bag 

Exp. 8  
Low price      

travel bag 

Dependent variable   CR AVE MSV  CR AVE MSV  CR AVE MSV  CR AVE MSV  CR AVE MSV  CR AVE MSV  CR AVE MSV  CR AVE MSV 

Change in willingness 
to buy*  

(pre WTB – post WTB) 

Dodds et al. (1991) 

 

 

Pre-Scenario                         
The likelihood of purchasing this < product 

of brand > is 

.977 .935 .373 .982 .947 .714 .978 .938 .498 .981 .946 .663 .979 .941 .632 .982 .948 .785 .970 .915 .723 .974 .926 .723 

The probability that I would consider 

buying the < product of brand > is 

                        

My willingness to buy the < product of 

brand > is 

                        

Post Scenario                         

The likelihood of purchasing this < product 

of brand > is 

.977 .933 .373 .978 .938 .714 .984 .953 .498 .976 .932 .663 .973 .922 .632 .987 .962 .785 .979 .940 .723 .978 .937 .723 

The probability that I would consider 

buying the < product of brand > is 

                        

My willingness to buy the < product of 
brand > is 

                        

Moderating variables   CR AVE MSV  CR AVE MSV  CR AVE MSV  CR AVE MSV  CR AVE MSV  CR AVE MSV  CR AVE MSV  CR AVE MSV 

Perfectionist purchase 

motivation** 
Bao et al. (2003) 

When it comes to purchasing luxury 

products, I try to get the very best or perfect 

choice. 

.923 .801 .579 .905 .762 .753 .897 .744 .336 .819 .602 .596 .934 .825 .518 .910 .774 .504 .866 .686 .729 .923 .801 .664 

In general, I usually try to buy the best 

overall quality luxury products. 

                        

I make a special effort to choose the very 

best quality luxury products. 

                        

Hedonic purchase 
motivation** 

Völckner (2008) 

I sometimes purchase an expensive luxury 
product primary for my own pleasure. 

.931 .819 .579 .935 .827 .753 .912 .776 .377 .896 .742 .596 .921 .796 .561 .921 .796 .504 .918 .789 .729 .924 .803 .664 

I spoil myself from time to time with an 

expensive luxury product because I am 
worth it.  

                        

If I want to give myself a treat, I sometimes 

buy an expensive luxury product. 

                        

Veblenian purchase 

motivation** 

Eastman et al. (1999) 

I would buy a luxury product just because it 

has status. 

.909 .770 .752 .924 .802 .681 .906 .762 .630 .936 .831 .518 .948 .858 .760 .930 .816 .884 .915 .782 .545 .929 .814 .661 

I am interested in new luxury products with 
status. 

                        

I would pay more for a luxury product if it 

had status. 
                        

Note: CR = composite reliability; AVE = average variance extracted; MSV = maximum shared variance 

*       Measured on a seven-point Likert-type scale anchored with “(1) Very low” to “(7) Very high” 

**     Measured on a seven-point Likert-type scale anchored with “(1) Strongly disagree” to “(7) Strongly agree” 

Source: Fassnacht and Dahm (n.d.) 
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Table 21 – Measurement scales of experiments 1-8 (continued) 

 

 Exp.1 
High price    

watch 

Exp. 2  
Low price     

watch 

Exp. 3  
High price 

champagne 

Exp. 4  
Low price 

champagne 

Exp. 5  
High price    

trench coat 

Exp. 6  
Low price     

trench coat 

Exp. 7  
High price     

travel bag 

Exp. 8  
Low price      

travel bag 

Moderating variables (continued)  CR AVE MSV  CR AVE MSV  CR AVE MSV  CR AVE MSV  CR AVE MSV  CR AVE MSV  CR AVE MSV  CR AVE MSV 

Snob purchase 
motivation** 

Ruvio et al. (2008) 

When a luxury product I own becomes 
popular among the general population, I 

begin to use it less. 

.862 .675 .098 .854 .662 .132 .889 .728 .249 .900 .750 .345 .924 .802 .196 .820 .613 .491 .881 .739 .156 .850 .656 .118 

I often try to avoid luxury products or 

brands that I know are bought by the 

general population. 

                        

As a rule, I dislike luxury products or 
brands that are customarily bought by 

everyone. 

                        

Bandwagon purchase 
motivation** 

Shukla (2011) 

When buying luxury products, I generally 
purchase those brands that I think others 

will approve of.  

.904 .759 .752 .891 .732 .681 .870 .692 .630 .900 .750 .518 .905 .760 .760 .869 .689 .884 .853 .661 .545 .909 .768 .661 

If other people can see me using a luxury 
product, I often purchase the brand they 

expect me to buy. 

                        

I often identify with other people by 
purchasing the same luxury products and 

brands they purchase. 

                        

Control variables  Cronbach’s α Cronbach’s α Cronbach’s α Cronbach’s α Cronbach’s α Cronbach’s α Cronbach’s α Cronbach’s α 

Brand attitude*** 
Berger & Mitchell 

(1989) 

How do you feel about <brand>? 
.960 .909 .949 .858 .937 .975 .960 .941 

Price consciousness** 
Lichtenstein et al. 

(1993) 

I am willing to go to extra effort to find 
lower prices. 

.864 .911 .934 .908 .939 .939 .928 .946 

The money saved by finding low prices is 

usually worth the time and effort. 
                        

I would shop at more than one store to find 

low prices. 
                        

Gender**** What is your gender? n/a n/a n/a n/a n/a n/a n/a n/a 
Income***** 

Dubois & Duquesne 

(1993) 

What is the monthly disposable income of 

your household in US$? Disposable income 

= Total gross income minus taxes 

n/a n/a n/a n/a n/a n/a n/a n/a 

Note: CR = composite reliability; AVE = average variance extracted; MSV = maximum shared variance; n/a = not applicable 

**       Measured on a seven-point Likert-type scale anchored with “(1) Strongly disagree” to “(7) Strongly agree” 

***     Measured on a seven-point semantic differential scale anchored with “(-3) Bad” to “(3) Good” and with “(-3) Dislike” to “(3) Like” 

****   Measured by “(1) Female” and “(2) Male” 

***** Measured by “(1) Less than $1,000 of monthly income”, “(2) Between $1,000 and $2,000”,  “(3) Between $2,000 and $3,000”, “(4) Between $3,000 and $4,000”, “(5) Between $4,000 and 

$5,000”, and “(6) More than $5,000 of monthly income” 

Source: Fassnacht and Dahm (n.d.) 
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maximum shared variance (MSV), which is confirmed for all measures in experiments 1, 2, 3, 

4, and 8. However, in experiment 5, bandwagon purchase motivation nearly fulfils this criterion 

with AVE = .760 and MSV = .760. In experiment 6, Veblenian purchase motivation with      

AVE = .816 and MSV = .884 as well as bandwagon with AVE = .689 and MSV = .884 violate 

this criterion. Finally, in experiment 7, perfectionist purchase motivation does not reach 

discriminant validity with AVE = .686 and MSV = .729. 

Nevertheless, the authors accept the validity of the employed measures overall because 

in the majority of experiments they fulfil the criteria by Fornell and Larcker (1981) and by 

aggregating the data from all experiments, all measures fulfil the composite reliability, 

convergent validity and discriminant validity criteria (see Table 22). Hence, these minor 

discrepancies can arise due to differences in study participants and since luxury consumers can 

be motivated by several luxury purchase motivations at once, this occasionally results in a 

minor interdependence of the measures.  

 
Table 22 – Confirmatory factor analysis across all experiments 

 Pre WTB Post WTB Perfectionist Hedonist Veblen Snob Bandwagon 

CR .979 .980 .898 .923 .924 .871 .887 

AVE .939 .943 .746 .800 .802 .692 .723 

MSV .654 .654 .584 .584 .677 .219 .677 

Note: CR = composite reliability; AVE = average variance extracted; MSV = maximum shared variance; Pre WTB = 

willingness to buy before the price increase, Post WTB = willingness to buy after the price increase 

Source: Fassnacht and Dahm (n.d.) 

 

5.6.2 Methodology of hypotheses testing 

According to the developed research model it is the purpose of this article to analyze the causal 

effect of the interaction between an increase in price and the luxury purchase motivations on 

change in demand, i.e. determining whether the Veblen Effect exists. In this regard, the authors 

aim to control first for the effects of brand attitude, price consciousness, gender as well as 

income and thereafter to examine the interaction effects. This can be achieved by conducting a 

hierarchical linear regression analysis, which is defined as “a series of linear regression analyses 

… to determine the extent to which a given predictor variable uniquely accounts for individual 

differences in the dependent variable” (Lindenberger & Pötter, 1998, p. 219). 

 This method can be easily applied for continuous variables like the dependent variable, 

i.e. change in demand, and the moderating variables, i.e. the internal and external luxury 

purchase motivations, are (Hayes & Montoya, 2017; Hayes & Preacher, 2014). However, since 
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the independent variable, which only has three price increase levels, cannot be treated as 

continuous due to a lack in measurement points and due to the fact that the difference in the 

influence of the three measurement points cannot be uniformly quantified, it must be treated as 

a multi-categorical variable (Hayes & Montoya, 2017; Hayes & Preacher, 2014; Pasta, 2009; 

Preston & Colman, 2000).  

 Hence, in order to pursue a hierarchical linear regression, the independent multi-

categorical variable must be dummy coded according to indicator dummy coding, which allows 

comparing each price increase level group (+ 6% and + 11%) to the control group, where no 

price increase occurred (Hayes & Montoya, 2017; Hayes & Preacher, 2014). Therefore, the 

following analysis considers two independent variables, namely the dummy variable D1 for a 

low price increase level and D2 for a high price increase level.  

 Furthermore, since the hypotheses of the research model revolve around the interaction 

effect of a price increase with different purchase motivations on the change in demand, it is also 

necessary to calculate an interaction term between D1 and D2 with the respective mean centered 

luxury purchase motivation.  

5.6.3 Hypotheses testing 

Subsequently, only the statistically significant results of the hierarchical linear regression 

analysis are presented, whereas Table 23 shows the results of all experiments. 

However, since the authors chose to presuppose the positive relationship between an 

increase in price and change in demand in accordance with the approach by Homburg et al. 

(2005), it is nevertheless important to briefly point out the results of the main effect before 

presenting the hypothesized interaction results. 

 Controlling for brand attitude, price consciousness, gender and income, it is interesting 

to notice that for the majority of product categories of various absolute price levels, a price 

increase does not have a statistically significant effect on change in demand. However, for a 

low-priced trench coat a low and high price increase have a negative effect on change in demand 

(β = -.219; p < .05) and (β = -.402; p < .001) respectively. Also, there is a negative path 

coefficient for a high price increase of a high-priced champagne (β = -.222; p < .05) and a high 

price increase of a low-priced travel bag (β = -.315; p < .01). These findings reveal that the 

positive relationship between price and change in demand cannot be taken for granted in all  

product  categories  and  that  particularly  for  the  fashion  items  trench  coat  and  travel bag  
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Table 23 – Regression analysis of experiments 1-8 

 
Exp.1 

High price    

watch 

Exp. 2  
Low price     

watch 

Exp. 3  
High price 

champagne 

Exp. 4  
Low price 

champagne 

Exp. 5  
High price    

trench coat 

Exp. 6  
Low price     

trench coat 

Exp. 7  
High price     

travel bag 

Exp. 8  
Low price      

travel bag 

 β p β p β p β p β p β p β p β p 

Control variables                 

Brand attitude 
Price consciousness 

Gender 

Income 

-.007 
-.177 

-.017 

-.115 

 .939 
 .086 

 .866 

 .254 

 .144 
 .021 

 .051 

 .026 

 .141 
 .830 

 .605 

 .790 

 .104 
-.044 

 .028 

 .088 

 .285 
 .667 

 .774 

 .359 

 .191 
-.084 

 .040 

 .016 

  * 
 .373 

 .677 

 .871 

 .130 
-.041 

 .093 

 .118 

 .230 
 .700 

 .384 

 .259 

-.149 
 .041 

-.094 

-.124 

 .143 
 .681 

 .364 

 .206 

-.054 
-.096 

-.002 

 .232 

 .575 
 .317 

 .983 

   * 

-.058 
 .014 

 .182 

 .050 

 .563 
 .886 

 .073 

 .621 

R² change 
 

  .035   .025   .021   .045   .039   .045   .063   .044 

Main effects                 

Low price increase level (LPIL) 

High price increase level (HPIL) 

-.131 

-.205 

 .240 

 .067 

-.135 

-.109 

 .244 

 .332 

-.167 

-.222 

 .138 

  * 

-.039 

-.140 

 .730 

 .209 

-.032 

-.131 

 .789 

 .274 

-.219 

-.402 

  * 

 *** 

-.201 

-.149 

 .063 

 .162 

-.082 

-.315 

 .450 

   ** 

R² change 
 

  .033   .014   .037   .015   .013   .123   .033   .081 

Moderating effects                 

LPIL x Perfectionist 
HPIL x Perfectionist 

 .172 
 .478 

 .247 
   ** 

 .391 
 .108 

  ** 
.394 

-.012 
-.157 

 .919 
 .222 

 .120 
-.070 

 .329 
 .586 

-.150 
 .003 

 .268 
 .983 

-.124 
-.322 

 .310 
  ** 

-.199 
  .005 

 .176 
 .968 

-.243 
-.150 

 .087 
 .238 

R² change 

R² Perfectionist model 
 

  .104 

  .171 

  .127 

  .167 

  .024 

  .083 

  .112 

  .172 

  .048 

  .100 

  .063 

  .231 

  .030 

  .127 

  .033 

  .158 

LPIL x Hedonist 
HPIL x Hedonist 

 .230 
 .354 

 .096 
  * 

 .422 
 .107 

  *** 
 .395 

 .192 
 .097 

 .175 
 .492 

 .140 
 .193 

 .325 
 .188 

 .029 
 .001 

 .835 
 .993 

-.102 
-.219 

 .434 
 .081 

-.154 
-.045 

 .282 
 .719 

-.218 
-.260 

.094 
  * 

R² change 

R² Hedonist model 
 

  .110 

  .177 

  .125 

  .164 

  .016 

  .075 

  .019 

  .079 

  .022 

  .074 

  .028 

  .196 

  .016 

  .113 

  .054 

  .179 

LPIL x Veblenian 

HPIL x Veblenian 

 .110 

 .121 

 .419 

 .414 

 .275 

 .074 

 .058 

 .614 

 .438 

 .056 

  ** 

 .696 

 .111 

 .214 

 .415 

 .112 

 .003 

 .059 

 .983 

 .676 

-.181 

-.045 

 .146 

 .709 

-.152 

-.025 

 .268 

 .846 

-.273 

-.126 

 .066 

 .390 

R² change 
R² Veblenian model 
 

  .088 
  .155 

  .044 
  .084 

  .121 
  .179 

  .023 
  .083 

  .010 
  .062 

  .033 
  .201 

  .036 
  .133 

  .032 
  .157 

LPIL x Snob 

HPIL x Snob 

-.114 

-.122 

 .385 

 .362 

-.185 

 .063 

 .199 

 .672 

-.227 

-.049 

.143 

.746 

 .086 

 .324 

 .528 

  * 

 .100 

 .130 

 .468 

 .372 

-.105 

 .102 

 .401 

 .418 

-.049 

 .096 

 .741 

 .439 

-.102 

-.019 

 .510 

 .898 

R² change 

R² Snob model 
 

  .021 

  .088 

  .041 

  .081 

  .024 

  .082 

  .069 

  .129 

  .034 

  .086 

  .036 

  .204 

  .012 

  .109 

  .005 

  .130 

LPIL x Bandwagon 
HPIL x Bandwagon 

-.028 
 .008 

 .833 
 .959 

 .356 
 .092 

  * 
 .557 

 .182 
-.110 

 .186 
 .429 

 .115 
 .217 

 .406 
 .094 

 .106 
 .070 

 .452 
 .635 

-.184 
-.011 

 .151 
 .932 

 .133 
 .050 

 .291 
 .660 

-.044 
 .116 

 .769 
 .437 

R² change 

R² Bandwagon model 

  .071 

  .138 

  .054 

  .093 

  .048 

  .106 

  .025 

  .085 

  .010 

  .062 

  .052 

  .220 

  .016 

  .112 

  .025 

  .150 

Note: Discrepancies in the sum of the R² changes are caused by rounding errors of the SPSS Statistics 24 Software; LPIL = low 

price increase level; HPIL = high price increase level; * = p < .05; ** = p < .01; *** =  p < .001; dependent variable: change in 

WTB (WTB pre price increase – WTB post price increase) 

Source: Fassnacht and Dahm (n.d.) 

 

there is a negative relationship between price and demand. Therefore, for these negative main 

effects it is in the following analyzed whether there are at least positive interaction effects with 

the luxury purchase motivations that attenuate this derived negative relationship. 

 Overall, for most luxury products and the majority of price increase levels, a price 

increase does not influence the change in demand and only for a few products it leads to a 

decrease in demand. This indicates that there might be other factors influencing the change in 

demand for luxury goods, which supports the authors’ approach to focus on the analysis of the 

interaction effects of intrinsic and extrinsic purchase motivations in the following. 
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5.6.3.1 Hypothesis 1-2: intrinsic purchase motivations (perfectionist, 

hedonist) 

Perfectionist purchase motivation 

A positive interaction effect could be found for a high price increase of a high-priced watch     

(β = .478; p < .01) and for a low price increase of a low-priced watch (β = .391; p < .01) on 

change in demand. For a low-priced trench coat, however, there is a negative interaction effect 

at a high price increase level (β = -.322; p < .01) on change in demand. Accordingly, H1 is 

partly accepted, because once again for watches perfectionists reveal a positive demand reaction 

to a price increase, whereas for a low-priced trench coat a negative one.  

Hedonic purchase motivation 

There is a significant positive interaction effect for a high price increase of a high-priced watch 

(β = .354; p < .05) and for a low price increase of a low-priced watch (β = .422; p < .001) on 

change in demand. However, for a low-priced travel bag hedonic purchase motivation has a 

negative interaction with a high price increase (β = -.260; p < .05) on change in demand. Thus, 

H2 is partly accepted, since for watches hedonists reveal a positive demand reaction to a price 

increase and for a high-priced travel bag they have a negative one. 

 

5.6.3.2 Hypothesis 3-5: extrinsic purchase motivations (Veblenian, snob, 

bandwagon) 

Veblenian purchase motivation 

There is a positive interaction for a high-priced champagne at a low price increase level                

(β = .438; p < .01) and almost for a low price increase of a low-priced watch as well (β = .275; 

p = .058) on change in demand. Hence, H3 is accepted for a high-priced champagne and 

approaches significance for a low-priced watch.  

Snob purchase motivation 

There is a positive interaction effect with a high price increase of a low-priced champagne           

(β = .324; p < .05) on change in demand. Thus, H4 is accepted for a low-priced champagne.  

Bandwagon purchase motivation 

A low price increase of a low-priced watch has a positive interaction effect (β = .356; p < .05) 

on change in demand. Hence, H5 is accepted for a low-priced watch.  
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Overall, the following Table 24 provides an overview of the tested hypotheses across 

all experiments. 

 
Table 24 – Overview of tested hypotheses 

Hypotheses 
Exp.1 

High price    

watch 

Exp. 2  
Low price     

watch 

Exp. 3  
High price 

champagne 

Exp. 4  
Low price 

champagne 

Exp. 5  
High price    

trench coat 

Exp. 6  
Low price     

trench coat 

Exp. 7  
High price     

travel bag 

Exp. 8  
Low price      

travel bag 

H1 ✓ ✓       
H2 ✓ ✓       

H3  ✓ ✓      

H4    ✓     

H5  ✓       

Note: Exp. = experiment; ✓= hypothesis accepted;  = hypothesis rejected 

5.7 Conclusion 

5.7.1 Discussion of findings 

The results of the hierarchical regression analysis reveal that there is a considerable difference 

in the acceptance of our formulated hypotheses across the product categories watches, 

champagne, trench coats and travel bags.  

Watches 

Psychological research argues that intrinsic purchase motivations only prevail when the 

consumption holds an intrinsic interest such as “novelty, challenge or aesthetic value” (Ryan & 

Deci, 2000, p. 60) for the luxury consumer. Since luxury watches clearly have a high aesthetic 

appeal, the results accordingly show that their demand is mostly driven by intrinsic purchase 

motivations. This means that consumers buy these goods for their quality considerations 

(perfectionist) and own self-pleasure (hedonist). The Veblen Effect can be triggered for both 

perfectionists and hedonists at a high price increase level for a high-priced watch and at a low 

price increase level for a low-priced watch. However, this phenomenon occurs at opposing price 

increase levels for both absolute price levels. Furthermore, bandwagon and Veblenian purchase 

motivations also elicit the Veblen Effect for a low-priced watch at a low price increase level, 

which indicates that less expensive luxury watches trigger belongingness desires for consumers 

in order to associate themselves with the higher luxury elite consumers and to employ these 

less expensive luxury watches to signal status. This finding is in accordance with the trading up 

principle, where consumers purchase luxury goods, which are not excessively more expensive 

in comparison to their conventional counterparts, in order to trade up to a higher class 

(Silverstein & Fiske, 2003).  
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Champagne 

Furthermore, psychological research also suggests that “the freedom to be intrinsically 

motivated becomes increasingly curtailed by social demands and roles that require individuals 

to assume responsibility for non-intrinsically interesting tasks” (Ryan & Deci, 2000, p. 60). 

Since champagne is usually consumed in a social context, the results coincide with this and 

extrinsic purchase motivations prevail as drivers of this product category. Whereas for a high- 

priced champagne a low price increase level leads to the Veblen Effect for status motivated 

consumers (Veblenians), snobs value the exclusivity of a high price increase level of a lower 

priced champagne. Once again, the difference in the occurrence of the Veblen Effect at different 

price increase levels for both absolute price levels can be noticed.  

Trench coats and travel bags 

For the fashion items trench coat and travel bag, the Veblen Effect cannot be determined and 

moreover, the intrinsic purchase motivations even lead to a negative change in demand for a 

low-priced trench coat and travel bag. This raises the question whether this price phenomenon 

does not exist in fashion at all because it is too experiential or too socially invisible or too fast 

lived. Do consumers actually need to feel the quality of a fashion item in order to have a positive 

demand reaction to a higher price? Is the brand tag inside a bag or a coat not enough in order 

to signal to one’s social environment? Do luxury consumers not pay a premium for a good that 

only lasts one or a few seasons? 

Overall, the empirical findings of this article show that that the Veblen Effect can be 

derived empirically; however, there is a tremendous difference across product categories and 

absolute price levels. In particular, it is interesting to notice that watches and champagne are 

clearly more driven by either intrinsic or extrinsic purchase motivations respectively and that 

the derived effects for champagne in terms of the price increase level are opposite to those of 

watches. However, the fashion products fail to achieve this price phenomenon entirely. 

5.7.2 Managerial implications 

After the luxury market stagnated in 2016, it is now back to a growth path in 2017, which is 

mainly driven by volume effects rather than price increases (Bain & Company, 2016b, Bain & 

Company, 2017). This is caused by re-adjustments of luxury brand’s price mix in order to offer 

a variety of goods especially at the lower entry price level (Bain & Company, 2017). However, 
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this growth strategy is short-sighted and puts every luxury brand’s desirability and thus their 

existence at risk in the future.  

 This research confirms that a viable growth opportunity exists for luxury brands in order 

to balance growth and rarity endeavors simultaneously, namely with the Veblen Effect, which 

exists for various product categories at different absolute price levels and price increase levels. 

Nevertheless, although the Veblen Effect is a widely known price phenomenon, to date luxury 

managers still lack awareness and understanding of it. Therefore, it is crucial for luxury 

managers to focus their efforts on price increases and particularly on leveraging the Veblen 

Effect in order to enjoy a sustainable growth rate. Luxury brand managers should engage in the 

following activities to bring their current strategies up to speed with their luxury brand’s full 

potential for the Veblen Effect:  

Market research 

It is essential for luxury managers to invest in their market research activities in order to 

determine the opportunity for triggering the Veblen Effect for their specific brand and products. 

This means that they need to gain valuable insights into their respective price-response function 

as well as what motivates their consumer segments to buy their luxury goods. It is crucial to 

determine whether their products allow price increases to be imposed and thereby eliciting a 

positive demand reaction or whether it alienates consumers.  

Continuous price increases 

While a price increase coupled with either an intrinsic or extrinsic purchase motivation can lead 

as an interaction effect to enhanced demand, as proven in various cases in the prior experiments, 

an increase in price alone has been proven in the majority of experiments not to lead to any 

significant change in demand. Although a positive change in demand, i.e. the Veblen Effect, is 

an even more desirable outcome, no negative demand reaction to an increase in price, is a net 

profit for luxury brand managers nevertheless. Therefore, this emphasizes Kapferer and 

Bastien’s (2009) anti-law of marketing even further, which states: “Raise your prices 

continuously in order to increase demand” (p. 319), because even if an increase in price does 

not achieve the desired Veblen Effect, at least it usually does not cause consumers’ retaliation 

and thus positively affects luxury companies’ bottom line.   
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Marketing mix 

This research shows that it is not enough to simply raise the price in order to trigger the Veblen 

Effect. This price phenomenon is dependent on luxury consumers’ purchase motivations in 

terms of perfectionist, hedonist, Veblenian, snob and bandwagon. Therefore, marketing 

activities should be targeted at triggering these specific buying motives in combination with a 

price increase and the marketing mix needs to be harmonized with the overall brand strategy. 

For example, increasing the price across product categories underneath the luxury brand 

umbrella for extrinsically motivated consumers could go hand in hand with launching more 

products that can be visibly used in one’s social environment (product), with reserving certain 

exclusive sales channels only for the most valuable consumers (place) and with restricting the 

communication of special product models to media channels only luxury insiders use. For 

targeting intrinsically driven consumers on the other hand this could mean combining the raise 

in price with launching more products focusing on the exquisite craftsmanship of the brand 

(product), with focusing on sales channels that enhance the shopping experience and that allow 

consumers to receive the best service quality (place) and with inviting your consumers to special 

events where they can see how the products are manufactured.  

Price increase level 

When it comes to deciding on how high to set an intended price increase, luxury managers need 

to be aware of whether the price of their respective luxury good actually adds to the perceived 

value of their product in the eyes of their consumers. For example raising the price of a high-

priced luxury watch makes it even more valuable from a market perspective and implies a high 

personal value on the consumer’s wrist in the future. For a champagne, however, which can 

only be consumed once, its social value will simply go down the throat and be lost. Hence, for 

goods with a high value recoverability, higher price increase levels might be possible to achieve, 

while at the same time to enhance the demand. For products with a low value recoverability, 

however, lower price increase levels might need to be accepted.  

Price harmonization 

Luxury consumers travel the world and especially in today’s digital times make use of multiple 

online as well as offline sales channels simultaneously, which are either operated as wholesale 

or retail stores (Bain & Company, 2016b). Therefore, luxury brands need to safeguard that their 

anticipated price increases are executed across all points of sale and all geographies in order to 

prevent the development of grey and secondary markets.  



5. EXPERIMENTAL ANALYSIS OF THE VEBLEN EFFECT 99 

  

 

Caution 

Since a change in price can lead to drastic consumer and competitive reactions, luxury managers 

should be alert not to simply increase the price but to pre-test it carefully in various product 

categories and to make it an ongoing strategic initiative.  

 Overall, this article should motivate luxury managers to not shy away from price 

increases in order to create sustainable growth avenues in the competitive luxury market and to 

actively seek strategies on triggering the desired Veblen Effect. 

5.7.3 Limitations and future research 

This research is a first attempt to prove the Veblen Effect empirically after its importance has 

been neglected for decades (Fassnacht & Dahm, 2018). Hence, future research is necessary to 

eliminate the subsequent limitations of the present article to fully understand this price 

phenomenon. This includes the following aspects:  

Purchase scenario 

Participants were confronted with a fictitious scenario, where no real purchase took place and 

only a limited number of product categories and brands were examined. Therefore, in order to 

enhance the external validity of this research, future studies should examine the Veblen Effect 

in the field with real transaction data and with an increased range of product categories and 

luxury brands. 

Price increase levels 

For simplification reasons the authors examined the effect of only two price increase levels on 

the increase in demand. However, in real life, a price increase is not categorical but continuous 

and thus in order to enhance the internal validity future research should replicate this study with 

a full range of price increase levels.  

Time horizon 

After each scenario the participants were immediately asked to evaluate their purchase 

intention. However, in real life a luxury purchase decision usually takes far longer and thus a 

cross-sectional study of the phenomenon should be conducted. Furthermore, the short time 

horizon of this experiment might also trigger participants to engage in price searching behavior, 

i.e. they might believe that a better price is available for the product elsewhere on the Internet 
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or in a different shop. In the real luxury world, however, price increases are imposed on a global 

multichannel basis. Therefore, it would be beneficial to analyze the medium to long term effects 

of a price increase on the change in demand of a certain product across channels.  

Price consciousness 

In this research the manipulation checks safeguarded that participants realized a price increase 

was implemented. However, in real life consumers might sometimes not have a prior price 

knowledge and thus do not realize when the price has risen or they are simply not consciously 

aware of the price during their purchase decision. Hence, future research should aim at testing 

various price consciousness scenarios for the Veblen Effect. 

Culture 

The present research employed the American MTurk platform to acquire study participants and 

thus it was the most effective to focus on Americans exclusively as well. However, the literature 

has shown that luxury consumption is vastly different across cultures because the luxury value 

is also perceived in a diverging manner (Hennigs et al., 2012) as well as because luxury 

consumers of various cultural backgrounds have different reactions to price thresholds 

(Kapferer & Laurent, 2016). Accordingly, future research should replicate this study in order 

to derive cultural differences regarding the Veblen Effect between for example the sophisticated 

Japanese, the nouveaux riches of China and the old elitist French. 

Product categories 

The authors selected the employed product categories in order to strike a balance between soft 

and hard luxury goods. Accordingly, these product categories are vastly different in terms of 

their inherent characteristics regarding their life time, value recoverability and social visibility. 

Figure 20 illustrates the authors’ derived existence of the Veblen Effect according to product 

categories, absolute price level as well as price increase level. Future research should, however, 

actively test whether these findings are generalizable so that different product characteristics 

influence the occurrence of the Veblen Effect and the price increase potential depends on the 

good’s lifetime and value recoverability. 
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Figure 20 – Illustration of findings 

 

 
Source: Fassnacht and Dahm (n.d.) 

  

Moreover, current price and consumer behavior research indicate further factors that 

could influence the results of this present study. This includes:  

Susceptibility to normative influences 

Consumers’ purchase decision is said to be influenced by the susceptibility to normative 

influences of their social surroundings (Bearden, Netemeyer, & Teel, 1989; Childers & Rao, 

1992). Thus, it would be interesting to segment participants according to this variable and to 

extend the present study through a moderated moderation analysis.  

Consumer knowledge 

With increasing consumer knowledge less informational cues, such as the price, are used to 

make a purchase decision (Bettman & Park, 1980; Rao & Monroe, 1988). Accordingly, in 

future research it would be very interesting to incorporate this factor as a moderated moderation 

analysis. 

Price display 

Price display has been found to enhance the exclusivity and conspicuousness of the luxury good 

(Parguel, Delécolle, & Valette-Florence, 2016). Nevertheless, to date luxury prices are not 

always displayed online or offline and thus consumers need to actively ask for the price and 

then compare it to a certain reference price in their minds. Hence, it would be valuable to 
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analyze whether this human interaction and reference prices influence the occurrence of the 

Veblen Effect.  

Gift giving 

Gift purchases are just as frequent in luxury as purchases for oneself (Dubois et al., 2005). Since 

gifting motives can deviate vastly from the normal five luxury purchase motivations, future 

research should distinguish between luxury purchases for oneself and as a gift when analyzing 

the Veblen Effect.  

Price thresholds  

When it comes to changes in price, consumers have price thresholds in mind above and below 

which their reactions become drastic (Pauwels, Srinivasan, & Franses, 2007). This also holds 

true for the Veblen Effect, which is theorized to only occur in a certain part of the demand curve 

and above as well as below it ceases to exist (Leibenstein, 1950). Accordingly, luxury 

consumers have an acceptable price range in mind, within which the Veblen Effect may occur 

(Leibenstein, 1950; Monroe, 1971) and thus future research should determine these thresholds 

for various product categories of diverging absolute price levels.  

 

 In spite of these limitations and the yet unstudied future research avenues, the authors 

still believe that this article serves as a very good starting point to initiate the discussion about 

the Veblen Effect particularly in the field of marketing. Furthermore, the most significant 

theoretical and managerial contribution of this article is that it was possible to empirically derive 

the existence of the Veblen Effect and its driving intrinsic and extrinsic purchase motivations. 

Ultimately, the authors hope to encourage both luxury academics and managers to invest 

money, time and effort in learning to understand this phenomenon so that the Veblen Effect 

will not be a “marketing manager’s utopia” (Groth & McDaniel, 1993, p. 11) anymore, but 

rather a marketing manager’s opportunity to grow their luxury brands in the future.  
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6. Transactional data analysis of the Veblen Effect8 

6.1 Overview of Paper 3. The Veblen Effect in the 

hotel industry: in which real-life purchase contexts 

does this price phenomenon exist? 

In order to take the results of Paper 2 in Chapter 5 a step further, in Paper 3 the prior conceptual 

framework is adapted to real-life luxury purchase motivation contexts in a leisure service of the 

hotel industry. Thereby, the author covers all soft and hard luxury categories identified in 

Chapter 4 and triangulates the research around the Veblen Effect by employing different 

research techniques, as proposed by Bonoma (1985).  With real transactional data of various 

hotels, five different purchase contexts are analyzed according to the five luxury purchase 

motivations.  

 For confidentiality reasons it is not possible to name the exact hotel names; however, 

they are all luxury hotels of Marriott International. Figure 21 provides an overview of the luxury 

brands this multinational hotel conglomerate operates around the globe. The author would like 

to express her great gratitude once again for all the support she received from the experts of 

Marriott International as well as receiving such an enormous amount of sensitive data.  

  
Figure 21 – Overview of luxury hotel brands run by Marriott International 

 

 
 

Source: Author’s adaptation of an internal presentation of Marriott International (2016, p. 11) 

                                                 
8 This chapter is based on the unpublished article by Dahm and Fassnacht (n.d.), which is submitted to the 

Journal of Consumer Behaviour 
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 Chapter 6 is based on the unpublished article by Dahm and Fassnacht  (n.d.), which is 

submitted to the Journal of Consumer Behaviour. The following Figure 22 shows the title page 

including the abstract and the key words of the article. 

 
Figure 22 – Title page of transactional data analysis paper 

 

 
 

Source: Dahm and Fassnacht (n.d.) 

 

6.2 Introduction 

Luxury consumers increasingly value luxury experiences over luxury goods so that the former 

grew at a CAGR of 13% between 2011 and 2017 and the latter only at 8% (see Figure 23). In 

particular, treating oneself to memorable experiences is in high demand in the field of 

hospitality, such as at hotels or restaurants, which accounted for 49.4% of the luxury experience 

market in 2017 (Bain & Company, 2017). Accordingly, the hospitality segment has achieved 

the second greatest growth rate of 12% between 2011 and 2017 (Bain & Company, 2011, Bain 

& Company, 2017).  

 This tremendous growth has been fostered among others by the increased global tourism 

as well as the rise of the middle class (Bain & Company, 2016b). In order to cater to this  

enhanced  demand,  luxury  hotels  also  broadened  their  market  presence  by  creating  more  
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Figure 23 – The development of the luxury market 

  

  
 

Note: In accordance with Bain & Company (2017): Out-of-home luxury experiences = luxury hospitality and cruises; In-home 

luxury experiences = designer furniture and fine art; luxury consumable experiences = fine wines & spirits and fine food; 

Personal luxury goods = accessories, apparel, beauty, hard luxury goods and others; Luxury means of transportation = cars, 

private jets, yachts 

Source: Author’s illustration of data retrieved from Bain & Company (2012, 2013, 2014, 2015, 2017)  

 

luxury  hotel   brands,  opening   more  hotels,  building   more   rooms   as  well  as by  enlarging  

the available room categories to choose from. The largest hotel conglomerate Marriott 

International (see Figure 24), for example, operated 387 luxury hotels with around 108,000 

rooms globally in 2017, which is up by 191% and 132% respectively from 2011. It has a planned 

192 luxury hotels with 44,000 rooms in the pipeline (Marriott International, 2011, Marriott 

International, 2018). Consequently, luxury hotels, which were only reserved for the elite in the 

past, opened themselves to the broader market of hotel consumers. 

 However, this growth path of the hotel industry is in conflict with the rarity principle of 

luxury, which states that the luxury dream can only be upheld if a limited number of purchases 

(or bookings) occurs and the brand awareness is kept high (Dubois & Paternault, 1995). 

Therefore, in order not to jeopardize the luxury hotels’ brands in the long run, but rather to 

foster their brand desirability, luxury hotel managers need to respect their brands’ rarity. This 

balancing act between achieving a high growth rate in the short run and honoring the rarity of 

the hotel brand in the long run, serves as one of the greatest challenges for luxury hotel brands 

in the future.  

 Hence, just like for luxury goods (Fassnacht & Dahm, n.d.), it is equally essential for 

luxury experiences such as hotel room bookings to focus on price increases in creating new 

growth triggers, because pricing of luxury goods and services is argued to benefit from the so-

called “Veblen Effect” (Leibenstein, 1950, p. 189), where “the demand for a consumers’ good  
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Figure 24 – Comparison of luxury hotel groups 

 

 
Note: Room numbers are rounded to the nearest thousand 

Source: Author’s illustration of data retrieved from Marriott International (2018), InterContinental Hotels Group (n.d.), 

AccorHotels (n.d.), Hyatt (n.d.), Shangri-La (2016), Four Seasons (n.d.), Global Hotel Alliance (n.d.), Hilton (2017), Mandarin 

Oriental (2016), Dubai Holding (n.d.), Rosewood Hotels (n.d.) 

 

is increased because it bears a higher rather than a lower price” (Leibenstein, 1950, p. 189). 

This pricing strategy is of particular benefit in two ways, because first the price is argued to be 

the strongest profit driver (Marn & Rosiello, 1992) and second it supports the hotel experience’s 

luxuriousness in consumers’ minds (Heine & Phan, 2011; Kapferer et al., 2014; Kapferer 

& Valette-Florence, 2016). Accordingly, the Veblen Effect is a promising opportunity to strike 

a balance between growth and rarity in the hotel industry.  

 However, while there is a general lack in research regarding this pricing phenomenon, 

existing literature to date has exclusively focused on luxury products and neglected luxury 

experiences including the hotel industry entirely (Fassnacht & Dahm, 2018). Furthermore, the 

mature theory of the Veblen Effect is mainly based on theoretical derivations (Bagwell 

& Bernheim, 1996; Leibenstein, 1950) or empirical approximations with the substitution effect 

between various product categories (Hayes et al., 1988; Hayes et al., 1992; Phillips & Slottje, 

1983; Slottje, 1992; Slottje et al., 1990). Only one unpublished article by the authors (Fassnacht 

& Dahm, n.d.) concentrates on proving the positive causal relationship between an increase in 

price and change in demand for various luxury product categories through a series of 

experimental analyses. In this research paper the authors derived that mainly intrinsic purchase 

motivations (i.e. perfectionist, hedonist) drive the Veblen Effect for hard luxury goods such as 

watches and extrinsic purchase motivations (i.e. Veblenian, snob, bandwagon) for soft luxury 

goods such as champagne. Therefore, to the authors’ best knowledge the Veblen Effect is yet 

to be confirmed empirically in the luxury experience market and particularly in the hotel 

industry.  
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 The present article has the purpose of filling this research gap by applying the research 

model of the Veblen Effect and its driving intrinsic and extrinsic purchase motivations by the 

authors (n.d.) to various real-life contexts in the hotel business. In this research endeavor, this 

paper distinguishes itself from previous academic work in three ways. First, to the authors’ best 

knowledge, the present article stands out by being the first at scrutinizing the Veblen Effect in 

real life and not just in an artificial experimental setting. Secondly, also to the authors’ best 

knowledge, this article is the first to introduce the Veblen Effect with its five underlying luxury 

purchase motivation drivers (i.e. perfectionist, hedonist, Veblenian, snob and bandwagon) to 

luxury experience rather than luxury product research. Lastly, especially since it is nearly 

impossible to receive real transaction data from luxury brands, this article thus differentiates 

itself by analyzing a large data set of actual transaction data of several luxury hotels of Marriott 

International9.  

 It is the authors’ intention to derive in which intrinsic and extrinsic purchase motivation 

contexts luxury consumers are spurred to pay a price premium for luxury hotel rooms and at 

the same time to reveal a higher booking number, i.e. indicating whether the Veblen Effect 

exists in the hotel industry and thus providing initial guidelines for luxury hotel managers on 

how to elicit it.  

 In the following the authors first describe the conceptual background of the present 

article in terms of the relationship between luxury purchase motivations, luxury purchase 

contexts and the Veblen Effect, which secondly leads to the hypothesized research model. 

Furthermore, in the methodology section the real-life purchase motivation contexts and the data 

collection process are elaborated on in detail. Thereafter, the results of the five contexts are 

presented and academic as well as managerial contributions are derived. Ultimately, the authors 

provide future research avenues in order to encourage more research to be conducted on the 

mature, yet under-researched theory of the Veblen Effect. 

6.3 Conceptual background 

The conceptual background of the present paper relies on the conceptual model of the Veblen 

Effect derived in the unpublished article by the authors (Fassnacht & Dahm, n.d.). However, 

since the present article intends on analyzing luxury experiences with a focus on the hotel 

                                                 
9 The authors would like to express their gratitude to the experts of Marriott International for their great support, 

expertise and their generous cooperation in providing real-life transaction data for this research study. 
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business instead of luxury goods, as well as to engage in a field study rather than experimental 

studies, the conceptual model is adapted for its desired purpose, as seen in Figure 25.  

 
Figure 25 – The development of the luxury market 

  

  

Source: Adapted from Fassnacht and Dahm (n.d.) 

 

 In the subsequent sub-chapters, the interconnection between the tripartite value of 

luxury experiences, the luxury purchase motivations, luxury purchase contexts and the Veblen 

Effect are clarified. 

6.3.1 The tripartite value of luxury experiences 

The price of a hotel room is recognized as one of the most decisive attributes for consumers to 

book a specific hotel (e.g. Atkinson, 1988; Wilensky & Buttle, 1988) and for luxury brands in 

particular a high price is a key characteristic in consumers’ minds (Dubois, Laurent & Czellar, 

2001). Accordingly pricing decisions are of utmost importance in the hotel industry and at the 

most sophisticated level of pricing strategies, consumer behavior pricing embraces consumers’ 

inherent differences and distinguishes prices regarding consumers’ perceived value 

(Shoemaker, 2003).  

 The value of luxury experiences is tripartite and consists of functional, experiential and 

symbolic benefits (Berthon et al., 2009; Vickers & Renand, 2003), which are explained as 

follows:  
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▪ The functional benefit relates to the performance received from a luxury experience such  

as  from  a  luxury  hotel room in terms of  its extraordinary quality, the courteous 

service, the outstanding amenities, the view and its floor location (Berthon et al., 2009; 

Dubois et al., 2001; Vickers & Renand, 2003).  

▪ The experiential benefit is concerned with the feelings elicited to oneself by enjoying a 

luxury experience such as staying in the luxurious environment of a luxury hotel room 

and relates to its atmosphere, design, hedonism and the luxury dream (Berthon et al., 

2009; Dubois & Paternault, 1995; Kapferer & Bastien, 2009).  

▪ The symbolic benefit describes the signaling value a luxury experience, such as by 

staying in an expensive luxury hotel room, bears to others in one’s social environment 

in terms of portraying status, uniqueness or group affiliation to a superior class (Berthon 

et al., 2009; Kapferer & Bastien, 2009; Vickers & Renand, 2003).  

 

 Here, the functional and experiential benefits can be categorized as the intrinsic value a 

luxury experience entails and the symbolic benefit as the extrinsic one. Overall, this tripartite 

value of luxury experiences allows luxury hotels to charge a higher price for their rooms 

because particularly the experiential and symbolic benefit of staying at a luxury hotel set them 

apart from their conventional counterparts (Berthon et al., 2009; Kapferer & Bastien, 2009; 

Nueno & Quelch, 1998; Vickers & Renand, 2003). 

6.3.2 Luxury purchase motivations and the Veblen 

Effect in the luxury hotel industry 

The Veblen Effect, which has been attributed to the symbolic benefit of luxury experiences in 

dated literature, describes the positive causal relationship between an increase in price and 

change in demand (Leibenstein, 1950; Veblen, 1899). Ever since its genesis, past literature has 

argued that the homonymous Veblenian (conspicuous) consumption drives this price 

phenomenon. This means that luxury consumers aim to put their wealth in evidence through 

the visible consumption of expensive luxury goods or services and thereby to reach a higher 

status in society (Bagwell & Bernheim, 1996; Corneo & Jeanne, 1997; Hayes et al., 1988; 

Leibenstein, 1950; Veblen, 1899; Vigneron & Johnson, 1999).  

 However, more recent literature has re-evaluated the sole driving factor of Veblenian 

consumption for the Veblen Effect. Vigneron and Johnson (1999), Vickers and Renand (2003) 
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as well as Fassnacht and Dahm (2018) derive that next to the symbolic benefit, also the 

functional and experiential benefit play a focal role in the positive price and demand 

relationship. In relation to this tripartite value of luxury experiences five main luxury 

motivations have been identified that employ the price as a cue in a diverging manner, namely, 

perfectionist, hedonic, Veblenian, snob and bandwagon purchase motivation (Fassnacht 

& Dahm, 2018; Vickers & Renand, 2003; Vigneron & Johnson, 1999). These all employ the 

price as a motivational trigger and could thus cause the Veblen Effect to occur:  

 

Functional benefit (intrinsic) 

▪ Perfectionist purchase motivation:      driven by e.g. quality 

 

Experiential benefit (intrinsic)  

▪ Hedonic purchase motivation:          driven by e.g. pleasure, self-reward 

 

Symbolic benefit (extrinsic)  

▪ Veblenian purchase motivation:                driven by e.g. status 

▪ Snob purchase motivation:                       driven by e.g. uniqueness, exclusivity 

▪ Bandwagon purchase motivation:        driven by e.g. group affiliation 

 

 Perfectionists set excessively high performance standards and are thus mostly concerned 

with the functional benefit of a luxury experience. Paying a high price is perceived as an 

assurance for the hotel room’s inherent quality (Frost et al., 1990; Vigneron & Johnson, 1999). 

Hedonists focus on the experiential benefit and the price supports their purchase decision 

making process in terms of their anticipated feelings of staying at a luxury hotel and thereby 

fulfilling their emotional desires (Truong, 2010; Vigneron & Johnson, 1999). Veblenian, snob 

and bandwagon consumers emphasize the symbolic value of staying at a luxury hotel and the 

price serves as a surrogate for the experience’s signaling value in terms of status, exclusivity 

and group affiliation respectively (Amaldoss & Jain, 2005; Bagwell & Bernheim, 1996; Corneo 

& Jeanne, 1997; Kastanakis & Balabanis, 2012; Leibenstein, 1950; Vigneron & Johnson, 

1999).  
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 However, even though the definitions of these purchase motivations are evidently 

distinct, luxury consumers can be motivated by more than one purchase motive simultaneously 

and hence they can experience a combination of these when booking a luxury hotel room 

(Leibenstein, 1950; Vigneron & Johnson, 1999).  

 Since for all five intrinsic and extrinsic luxury purchase motivations the price serves as 

a trigger for an increase in demand, the present paper intends to empirically test with real-life 

transaction data which luxury purchase motivations induce this price phenomenon.  

 In the following, hypotheses for the effect of an increase in price on the change in 

demand, i.e. the Veblen Effect, are developed in regards to the five luxury purchase 

motivations. Here the increase in price refers to the difference between the average daily rate 

(ADR) of a room with a higher purchase value in terms of the five luxury purchase motivations 

and the ADR of a room with a lower purchase value (e.g. perfectionist context: ADR of 

renovated room – ADR of non-renovated room). Furthermore, the dependent variable change 

in demand is measured in absolute terms by room nights (RN = number of rooms booked at a 

specific price) and in relative terms by the revenue per available room (RevPar = ADR higher 

purchase value room × occupancy of higher purchase value room). The latter dependent variable 

of change in demand has been selected for three reasons: First, RevPar is one of the key 

measures in the hotel industry and serves as an equally important indicator of demand for hotel 

managers like room nights are. Secondly, it depicts the interdependency between price (ADR) 

and demand (RN) and thirdly because it additionally incorporates the overall availability of 

room numbers in a given hotel. Thus, RevPar serves as a relative measure of change in demand 

by incorporating occupancy rate as a limiting factor to the possible demand of room nights.  

6.4 Research hypotheses 

6.4.1 Intrinsic purchase motivation contexts: 

perfectionist and hedonist 
 

Perfectionists focus on the product performance in a purchase decision and generally strive for 

the highest quality standards (Frost et al., 1990; Vigneron & Johnson, 1999). These consumers 

employ the price as an informational cue for quality (Allsopp, 2005; Chang & Wildt, 1994; 

Erickson & Johansson, 1985; Lichtenstein et al., 1993; Vigneron & Johnson, 1999), which 

provides them a “feeling of comfort, well-being and security” (Dubois et al., 2001, p. 10). 
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Especially in the hotel environment an increasing price can serve as a placebo effect for quality 

and accordingly the demand of perfectionists rises (Kim & Jang, 2014; Yang & Mattila, 2016). 

Therefore, in a real-life context when perfectionist purchase motivation is triggered, it is 

hypothesized:  

 

H1. In a perfectionist context, an increase in price has a positive effect on change in 

demand.  

 

 Hedonists are concerned with the positive feelings derived from consuming a luxury 

good or service (Vigneron & Johnson, 1999) in regards to personal meaning, enjoyment, self-

directed pleasure (Truong et al., 2010), personal reward (Hudders, 2012), happiness, self-

fulfillment (Richins, 1987), self-worth (Allsopp, 2005) and excitement (Völckner, 2008). 

Therefore, the price serves as a proxy for the anticipated emotional outcome of consuming this 

luxury and causes an increase in demand by hedonists (Völckner, 2008). Prior literature argued 

that this purchase motivation is of particular importance in the experiential hotel business 

because hotel guests book a luxury hotel room to treat themselves to the special luxury 

experience (Hirschman & Holbrook, 1982; Yang & Mattila, 2016). Hence, in a real-life context 

when hedonic purchase motivation is triggered, it is hypothesized:  

 

H2. In a hedonic context, an increase in price has a positive effect on change in demand.  

 

6.4.2 Extrinsic purchase motivation contexts: 

Veblenian, snob and bandwagon 
 

Veblenians aim to display their status and wealth through the conspicuous consumption of 

luxuries (Bagwell & Bernheim, 1996; Corneo & Jeanne, 1997; Leibenstein, 1950; Tsai, 2005; 

Vigneron & Johnson, 1999). Hence, the price represents the prestige of the good or service and 

its inherent signaling value to portray one’s status in the social hierarchy (Vigneron & Johnson, 

1999; Völckner, 2008). Thus, with an increasing price its prestige signaling value is elevated, 

which causes the demand thereof to rise as well (Hwang et al., 2014; Lichtenstein et al., 1993; 

Völckner, 2008). This purchase motivation is argued to become of importance in the hotel 
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business in regards to the hotel room naming (Fleischer, 2012; Shoemaker, 2003; Yang & 

Mattila, 2017). Thus, in a real-life context when Veblenian purchase motivation is triggered, it 

is hypothesized: 

 

H3. In a Veblenian context, an increase in price has a positive effect on change in 

demand.  

 

Snobs strive for uniqueness, exclusivity as well as rarity and they want to dissociate 

themselves from lower income households (Leibenstein, 1950; Tsai, 2005; Veblen, 1899; 

Vigneron & Johnson, 1999), which is called “invidious comparison” (Veblen, 1899, p. 8). 

Hence, snobs’ demand of a particular luxury good or service increases, the smaller the number 

of consumers thereof is. As the price monetarily selects who can afford to purchase a specific 

luxury good or service, it is an informational cue for its inherent exclusivity and hence an 

increase in price leads to a rise in demand by snobs (Amaldoss & Jain, 2005; Bagwell 

& Bernheim, 1996; Corneo & Jeanne, 1997; Hwang et al., 2014; Leibenstein, 1950). In the 

hotel business this desire for uniqueness can be satisfied for example by gaining access to a 

secluded club area only reserved for a limited number of guests that booked this special 

arrangement. Thus, in a real-life context when snob purchase motivation is triggered, it is 

hypothesized: 

 

H4. In a snob context, an increase in price has a positive effect on change in demand.  

 

Bandwagons, however, strive for group affiliation, social conformity and popularity in 

their consumption behavior (Leibenstein, 1950; Tsai, 2005; Veblen, 1899; Vigneron 

& Johnson, 1999) and their purchase decision is driven by the desire to belong to a higher 

income household, which is called “pecuniary emulation” (Veblen, 1899, pp. 16–17). 

Accordingly, as the price naturally selects the people with the monetary means to afford it, for 

bandwagons the price serves as a marker for membership to a higher social class (Leibenstein, 

1950; Tsai, 2005; Vigneron & Johnson, 1999). Through the rise of hotel booking websites such 

as Booking.com or TripAdvisor, this consumption behavior is argued to be evident in the online 

environment, where consumers are able to find the hotel of their choice according to self-
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selected criteria (Chevalier & Mayzlin, 2006; Gretzel & Yoo, 2008). Hence, in a real-life 

context when bandwagon purchase motivation is triggered, it is hypothesized: 

H5a. In a bandwagon context, an increase in price has a positive effect on change in 

demand.  

 Furthermore, on these booking websites, prospective consumers can also read about 

previous guests’ experience and share their own opinion after their stay at the hotel. This 

consumer-generated content (CGC) in terms of rating scores and written reviews has been 

found to positively affect sales numbers (Chevalier & Mayzlin, 2006). In the hotel business in 

particular, CGC is used by consumers at different stages of the booking process such as to get 

inspired at the beginning of the trip planning process, to curtail choices and to make a booking 

decision (Gretzel & Yoo, 2008). Therefore, CGC emphasizes group thinking and thus impacts 

the bandwagon purchase motivation positively (Chevalier & Mayzlin, 2006; Gretzel & Yoo, 

2008). Hence, it is hypothesized:  

 

 H5b. The greater the online booking rating score, the greater is the positive effect of 

          an increase in price on the positive change in demand in a bandwagon context. 

 

 Furthermore, in order to account for the seasonality of hotel room bookings, the 

occupancy of the lower purchase value room is employed as control variable in contexts 1-3 

and overall occupancy of higher and lower purchase value rooms in context 5. For context 4 no 

control variable is applicable due to the virtually unlimited amount of packaged rooms to be 

sold. 

 In conclusion, by transferring the conceptual model of the authors’ unpublished article 

(Fassnacht & Dahm, n.d.) to real-life purchase contexts in the hotel industry, the Veblen Effect 

is hypothesized to occur due to luxury hotel guests’ desire for quality, pleasure, status, 

uniqueness and group affiliation. Figure 26 illustrates the research model and its research 

methodology is explained in detail subsequently.  
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Figure 26 – Research model 
 

 

 

Notes: Note: ADR = Average Daily Rate; RevPar = Revenue per Available Room; Control variable: Lower room category 

occupancy (= seasonality contexts 1-3), overall occupancy (= seasonality context 5) 

Source: Dahm and Fassnacht (n.d.) 

 

6.5 Methodology 

6.5.1 Derivation of luxury purchase contexts in the 

hotel industry 
 

In the unpublished article by the authors (Fassnacht & Dahm, n.d.) the empirical results indicate 

that for soft and hard luxury product categories different intrinsic and extrinsic luxury purchase 

motivations are relevant respectively and hence drive the Veblen Effect to occur. However,  one  

of  the greatest limitations of this article is that although the experiments were developed to 

enhance the experimental realism (Morales et al., 2017), it is a fictitious purchase context 

nevertheless and does not analyze a real-life transaction. Therefore, as proposed by Bonoma 

(1985), in the present article a triangulation strategy (refer to Figure 27) is employed by using 

different research methods to scrutinize the existence of the Veblen Effect in order to “accrue 

a body of knowledge satisfying the two desiderata of integrity and currency” (p. 201). Hence, 

the authors aim to transfer the research model of the online experiments (Fassnacht & Dahm, 

n.d.) to a field study.    

Furthermore, the authors (Fassnacht & Dahm, n.d.) also argue that a price increase 

should be accompanied by actions in terms of the marketing mix in order to trigger the Veblen 

Effect for the five luxury purchase motivations perfectionist, hedonist, Veblenian, snob  and  

bandwagon.  Therefore, since  transaction data  does  not  include  any  attitudinal information  
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Figure 27 – Triangulation strategy of “good research” 
 

 
Source: Authors’ adaptation of Bonoma (1985, p. 200) 

 

on consumers’ purchase motivations (Gauri, Sudhir, & Talukdar, 2008), purchase contexts, 

which involve managerial actions related to the five luxury purchase motivations, are selected 

for the present real-life research endeavor, namely: 

 

▪ Perfectionist purchase context:      Quality trigger →   renovated vs. non-    
renovated rooms 

▪ Hedonic purchase context:         Pleasure trigger →   higher room category  
vs. lower room category 

▪ Veblenian purchase context:                Status trigger →   renamed vs. non-
renamed rooms 

▪ Snob purchase context:                       Uniqueness trigger →   club access vs. value 
package 

▪ Bandwagon purchase context:        Affiliation trigger →   online vs. offline 

 

 Based on the precedent logic, Figure 28 illustrates why and how the calculation logic of 

the research model employed in the authors’ experimental paper (Fassnacht & Dahm, n.d.) is 

adapted to the real-life analysis of the Veblen Effect in the present paper. Although field studies 

are argued to lack in “data integrity” (Bonoma, 1985, p. 200), the authors intend to increase  the 

reliability of  this research  by incorporating the opinion of Marriott International experts in the 
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Figure 28 – Explanation of adaption of calculation logic  

 

 
Source: Dahm and Fassnacht (n.d.) 
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subsequently explained methodology as well as by employing a vast amount of real-life day-

to-day transaction data for each individual purchase context. Therefore, this research study aims 

to “reason from individual and naturally occurring but largely uncontrollable observations 

toward generalizable inductive principles” (Bonoma, 1985, p. 199).  

 In collaboration with experts from Marriott International five purchase contexts are 

identified, which best represent each luxury purchase motivation in order to analyze the Veblen 

Effect at the product level, meaning at the room level in the hotel business. Table 25 provides 

an overview of all purchase motivation contexts, including the background of each context, the 

data collected, the time frame, the room categories as well as the focus of analysis in the 

subsequent hypotheses testing. 

 
Table 25 – Overview of case studies 1-5 

 Context 1 

Perfectionist 

Context 2 

Hedonist 

Context 3 

Veblen 

Context 4 

Snob 

Context 5  

Bandwagon 

Description Quality:  
Renovated vs. non-

renovated rooms 

Self-pleasure:       
Higher room category  

vs. lower room category 

Status:  
Renamed vs. non-

renamed rooms 

Exclusivity:  
Club access vs. value 

package 

Group affiliation:  
Online vs. offline 

Data type Day-to-day transaction 
data 

Day-to-day transaction 
data 

Day-to-day transaction 
data 

Day-to-day transaction 
data 

Day-to-day transaction 
data  

Month-to-month online 

rating scores 

Time frame Renovation time May 
13th 2016 - January 2nd 

2017 

FY 2015 - FY 2016 July 2016 -  HY 2017 January 1st 2016 - June 
30th 2016 

FY 2015 - FY 2016 

Room 

categories 

(displayed 

from high to 
low luxury 

purchase 

motivation 
value of 

room 

downwards) 

▪ 11 Junior Suites 
(Renovated) 

▪ 11 Junior Suites    

(Non-Renovated) 
▪ 30 Executive Rooms 

(Renovated) 

▪ 34 Executive Rooms 
(Non-Renovated) 

▪ 106 Standard Rooms 

(Renovated) 
▪ 85 Standard Rooms 

(Non-Renovated) 

▪ 1 Penthouse Suite 
▪ 6 Loft Suites 

▪ 19 Loft Rooms 

▪ 45 Deluxe Rooms 

▪ 50 Superior Rooms 

▪ 52 Guest Rooms 

▪ 30 Deluxe Seafront 
Rooms (Phase 2 

Renamed) 

▪ 90 Deluxe Sea View 

Rooms                 

(Phase 2 Non-

Renamed) 
▪ 120 Deluxe Sea View 

Rooms (Phase 1 

Renamed) 
▪ 60 City Panoramic 

Rooms  (Phase 1 

Renamed) 
▪ 185 Deluxe Rooms    

(Phase 1 Non-

Renamed) 

▪ 2 Club Suites 
▪ 18 Standard Club 

Rooms 

▪ High Package Rooms 

(no limitation) 

▪ Low Package Rooms 

(no limitation) 

▪ 6 Loft Suites 
▪ 19 Loft Rooms 

▪ 45 Deluxe Rooms 

▪ 50 Superior Rooms 

▪ 52 Guest Rooms 

Focus of 

analysis 

▪ ADR 

▪ RN 

▪ RevPar 

▪ ADR 

▪ RN 

▪ RevPar 

▪ ADR 

▪ RN 

▪ RevPar 

▪ ADR 

▪ RN 

▪ RevPar  

▪ ADR 

▪ RN 

▪ Online rating score 
(Booking.com and 

TripAdvisor) 

Note: FY = full year; HY = half year; ADR = Average Daily Rate; RN = room nights; RevPar = Revenue per Available Room 

Source: Dahm and Fassnacht (n.d.) 

 

6.5.2 Data collection 

For the purpose of this research day-to-day transaction data is collected for adequate time 

frames and from different luxury hotels of Marriott International, which, however, may not be 

named specifically for confidentiality reasons. This hotel conglomerate manages seven luxury 
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hotel brands, such as the renowned Ritz-Carlton, and is thus with approximately 108,000 rooms 

one of the greatest players among luxury hotel groups. Overall, this tremendous amount of real 

transaction data analyzed subsequently distinguishes this article in the academic luxury field, 

because especially the luxury market is renowned for its highly confidential handling of 

company numbers. In the following, each context is briefly explained and Table 26 provides an 

overview of the descriptive statistics of the data collected for all room categories of the hotels 

specific to each purchase context. 

6.5.2.1 Context 1 – Perfectionist 

Perfectionists focus on quality considerations. Accordingly, a change in quality such as a room 

renovation triggers this purchase motivation and increases the purchase value for these luxury 

consumers.  

 In the perfectionist context, data is collected from a luxury hotel where a renovation 

took place in three different room categories and where both the renovated and non-renovated 

rooms were available to book at the same time. In this context the effect of a price increase 

between a renovated (high purchase value) and a non-renovated room (low purchase value) on 

the change in demand of the high purchase value room is analyzed, i.e. testing whether a price 

increase coupled with a change in quality elicits the Veblen Effect in the hotel business.  

6.5.2.2 Context 2 – Hedonist 

Hedonists’ purchase motivations revolve around their feelings and self-pleasure. These 

consumers aim to treat themselves to a special experience in a luxury hotel. Hence, by booking 

a higher category room, although the next lower and less expensive category is also available, 

the purchase value of hedonists is elevated.  

 In this hedonic context data is collected from a luxury hotel with six different room 

categories in order to test the effect of a price increase between a higher category room (high 

purchase value) and a lower category room (low purchase value) on the change in demand of 

the high purchase value room. This has the purpose of analyzing whether a price increase in 

combination with rewarding oneself to a more special experience in a higher category room 

triggers the Veblen Effect in the hotel business.  
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Table 26 – Descriptive statistics of case study 1-5 

 
Room Type Availability 

RN ADR Revenue Occupancy RevPar 

 M SD M SD M SD M SD M SD 

C
o

n
te

x
t 

1
 

P
e
r
fe

c
ti

o
n

is
t Junior Suites – Renovated   11     6   2.60 €    252 €      71.48 €   1,687 €   1,014.14     .57  .24 €    147 €      84.12 

Junior Suites – Non-Renovated   11     7   2.73 €    280 €      63.41 €   1,929 €      941.48     .60  .25 €    171 €      81.55 

Executive Rooms – Renovated   30   20   8.66 €    214 €      39.88 €   4,563 €   2,195.79     .68  .29 €    144 €      65.84 
Executive Rooms – Non-Renovated   34   19   7.35 €    219 €      35.23 €   4,409 €   2,020.80     .57  .22 €    124 €      53.29 

Standard Rooms – Renovated 106   68 26.39 €    189 €      27.87 € 13,750 €   6,313.91     .64  .25 €    122 €      53.65 

Standard Rooms – Non-Renovated   85   84 25.40 €    184 €      28.89 € 16,250 €   6,368.60     .99  .30 €    182 €      65.22 

 

            

C
o

n
te

x
t 

2
  
 

H
ed

o
n

is
t 

Penthouse Suite    1     1     .10 £ 2,442 £ 1,744.87 £   2,448 £   1,739.35 1.01  .10 £ 2,448 £ 1,739.34 

Loft Suites    6     3   1.61 £    643 £    196.61 £   2,241 £   1,282.78   .57  .27 £    373 £    213.80 
Loft Rooms   19   12   4.52 £    408 £      76.77 £   5,019 £   2,329.85   .63  .24 £    264 £    122.62 

Deluxe Rooms   45   33   7.86 £    318 £      42.03 £ 10,530 £   3,248.68   .73  .17 £    234 £      72.19 

Superior Rooms   50   33   8.75 £    273 £      29.61 £   9,038 £   2,757.14   .66  .18 £    181 £      55.14 
Guest Rooms   52   36   9.19 £    235 £      33.44 £   8,650 £   2,682.55   .70  .18 £    166 £      51.59 

             

C
o

n
te

x
t 

 

3
 

V
e
b

le
n

ia
n

 Deluxe Seafront Rooms – Phase 2: Renamed    30    15   8.48 €    358 €      98.21 €   5,481 €   3,562.28   .50  .28 €    183 €    118.74 
Deluxe Sea View Rooms – Phase 2: Non-Renamed    90    70 22.46 €    321 €      91.17 € 22,509 €   9,873.62   .78  .25 €    250 €    109.71 

Deluxe Sea View Rooms – Phase 1: Renamed 120    99 24.75 €    331 €      50.85 € 33,413 € 10,791.87   .83  .21 €    278 €      89.93 

City Panoramic Rooms – Phase 1: Renamed   60    25 19.70 €    324 €      83.74 €   8,097 €   6,687.69   .42  .33 €    135 €    111.46 

Deluxe Rooms – Phase 1: Non-Renamed 185 174 71.22 €    285 €      60.99 € 51,461 € 25,443.70   .94  .38 €    278 €    137.53 
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Club Suites    2     2     .50 €    535 €    291.61 €      879 €      610.78   .78  .25 €    439 €    305.39 
Standard Club Rooms   18    11   4.35 €    382 €    126.06 €   4,575 €   2,621.19   .64  .24 €    254 €    145.62 

High Package Rooms  n/a     2     .87 €    448 €    147.96 €      752 €      474.48  n/a  n/a        n/a             n/a 

Low Package Rooms 
 

 n/a     2   1.18 €    311 €      85.37 €      658 €      391.66 
 n/a  n/a        n/a             n/a 
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Loft Suites – Online 
   6 

    1     .61 £    635 £    213.87 £      866 £      476.80  n/a n/a       n/a            n/a 
Loft Suites – Offline     3   1.25 £    688 £    192.33 £   2,101 £   1,027.11  n/a n/a       n/a            n/a 

Loft Rooms – Online 
  19 

    2   1.37 £    469 £    104.20 £   1,079 £      702.16  n/a n/a       n/a            n/a 

Loft Rooms – Offline    11   3.85 £    403 £      80.82 £   4,449 £   2,008.23  n/a n/a       n/a            n/a 

Deluxe Rooms – Online 
  45 

    4   2.37 £    375 £      67.33 £   1,512 £      983.31  n/a n/a       n/a            n/a 

Deluxe Rooms – Offline    29   7.55 £    310 £      43.51 £   9,158 £   3,030.99  n/a n/a       n/a            n/a 

Superior Rooms – Online 
  50 

    4   2.54 £    336 £      67.63 £   1,301 £      864.47  n/a n/a       n/a            n/a 
Superior Rooms – Offline    30   8.08 £    266 £      30.91 £   8,007 £   2,461.41  n/a n/a       n/a            n/a 

Guest Rooms – Online 
  52 

    4   2.56 £    303 £      53.75 £   1,180 £      825.34  n/a n/a       n/a            n/a 

Guest Rooms – Offline    35   8.46 £    231 £      31.84 £   8,049 £   2,400.22  n/a n/a       n/a            n/a 

Note: For each purchase context rooms are displayed from high to low luxury purchase value of rooms downwards; RN = room nights; ADR = Average Daily Rate; RevPar = Revenue per Available 

Room; n/a = not applicable 

Source: Dahm and Fassnacht (n.d.) 
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6.5.2.3 Context 3 – Veblenian 

Veblenians want to display their wealth through conspicuous consumption. At a room level, 

however, this differentiation according to conspicuousness is only possible in terms of the room 

name, which displays the conspicuousness. Hence, with a catchier name such as “Deluxe Sea 

View Room” versus “Deluxe Room” Veblenians’ purchase value is enhanced.  

 Therefore, for this context day-to-day data is collected from a luxury hotel, where a 

conspicuous re-naming of four room categories was conducted in two phases, so that, although 

the rooms themselves remained unchanged, conspicuous and inconspicuous room categories 

were available to choose from. Therefore, it is tested whether the price increase of a 

conspicuously renamed (high purchase value) versus a non-renamed room (low purchase value) 

leads to an increase in demand of the high purchase value room. Thus, it is analyzed whether 

an increase in price together with a conspicuous renaming leads to the Veblen Effect in the 

hotel business.  

6.5.2.4 Context 4 – Snob 

Snobs strive for exclusivity and uniqueness. In certain luxury hotels managed by Marriott 

International, there are so-called club lounges, where only a limited number of guests that 

booked a club room have access to. In these club areas five meals are served per day and there 

is a personalized service as well as drinks available around the clock. At the same time these 

hotels also offer packages, which include breakfast and a monetary credit per day (€ 75 in the 

hotel selected for this research endeavor) to be used anywhere in the hotel. The latter offer thus 

bears a higher value for money, but it is not limited and can be combined with any room 

category. Therefore, the club rooms are more exclusive and lead to a higher purchase value for 

snobs.  

 Data is collected for two club level room categories and for two package room categories 

in order to test whether a price increase of a club level room (high purchase value) versus a 

package room (low purchase value) causes the demand for the high purchase value room to 

increase as well. Hence, this context tests whether a price increase coupled with exclusivity 

triggers the Veblen Effect in the hotel business. 

6.5.2.5 Context 5 – Bandwagon 

Bandwagons want to associate themselves with people of higher social classes. Particularly in 

the online environment, where one can read about others’ experiences in a specific hotel and 

share one’s own, these luxury consumers can better identify the desired group they want to 
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belong to and even actively show their belongingness by leaving a review. Moreover, the rating 

score of a hotel also gives bandwagons additional information to make the right booking in 

order to fulfil their group affiliation desires. Accordingly, booking a hotel room online increases 

the purchase value of these luxury consumers. 

 For this bandwagon context day-to-day data is collected for the online and offline 

bookings of five room categories as well as month-by-month online rating scores of the chosen 

hotel. Since Booking.com and TripAdvisor make up 79% of the hotel’s entire ratings, the 

average of their scores is utilized subsequently. This has the purpose to test whether an increase 

in the online price (high purchase value) versus offline (low purchase value) causes an increase 

in the online demand and whether this causal relationship is influenced by the rating score. 

Overall, this purchase context has the purpose of analyzing whether a price increase together 

with the possibility to claim belongingness to a certain group causes the Veblen Effect. 

  

 The following Figure 29 illustrates all five luxury purchase contexts graphically.   

6.5.3 Hotel industry specific Key Performance 

Indicators 

All hotel industry specific Key Performance Indicators (KPIs) employed in this research are 

discussed and agreed upon with Marriott Internationals’ experts in order to transfer the research 

model of the Veblen Effect derived in the unpublished article by the authors (Fassnacht 

& Dahm, n.d.) as closely as possible to the field study research model of the present paper.  

 The independent variable of price increase level is measured by the difference of the 

ADR of the higher purchase value room and the lower purchase value room. Furthermore, on 

days, where either the high purchase value or the low purchase value room were not booked, 

the data set did not include a potential ADR for these days, making these specific data points 

useless for future analysis. Consequently, the authors eliminate these data points completely 

from the data set.  

 In terms of the dependent variable measuring the change in demand, the authors 

distinguish between an absolute and relative KPI. In absolute terms, the change in demand is 

measured by the number of rooms booked per day, called room nights in hotel lingo. In relative 

terms, the change in demand is measured by the RevPar, which incorporates the daily 

fluctuating occupancy rate and is calculated by multiplying the ADR with the occupancy rate.  
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Figure 29 – Illustration of purchase motivation contexts 

 

 
 

Source: Author 
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Figure 29 – Illustration of purchase motivation contexts (continued) 

 

 
 

Source: Author 

 

Especially the latter measurement is vital in the eyes of hotel managers as many strategic 

decisions are based on this measurement and furthermore by incorporating occupancy this 

measure regards the overall availability of room numbers in a given hotel as a limiting factor to 

change in demand. Therefore, since the Veblen Effect represents the positive effect of an 

increase in price on change in demand, room nights and RevPar serve as an absolute and relative 

measurement of change in demand for this price phenomenon respectively. 

 Furthermore, the average online booking rating score serves as the moderator in the 

bandwagon context and finally the occupancy of the lower purchase value room serves as the 

control variable in context 1-3 in order to account for the seasonality of hotel room bookings 
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and overall occupancy of higher and lower purchase value rooms in context 5. Figure 30 shows 

the booking rating score of the chosen hotel in comparison to the other properties on the city. 

 
Figure 30 – Comparison of online booking review scores 

 

 
Source: Author 

 

 The following Figure 31 shows an exemplary calculation of the KPIs employed in the 

subsequent data analysis for one day of one room category in the perfectionist purchase 

motivation context. 

6.5.4 Categorization of room prices across contexts 

The data received for each luxury purchase motivation context is collected from different luxury 

hotels in various locations across Europe. Accordingly, next to the general difference of the 

purchase motivation contexts, the data sets also varied in terms of the available room categories 

as well as the price level of the rooms.  

Hence, in order to be able to compare the effects of the following regression analysis 

across purchase contexts, the authors aim to derive a meaningful and comparable categorization 

for all available rooms ranging from low price category rooms to ultra-high price category 

rooms. This categorization has been agreed upon with the experts of Marriott International and 

is determined by a three-step process:  
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Figure 31 – Exemplary calculation of KPIs 

 

 
Note: ADR = Average Daily Rate; RN = room nights; RevPar = Revenue per Available Room 

Source: Dahm and Fassnacht (n.d.) 

 

1. Exchange rates: Hotel room prices are adjusted for exchange rates so that all are 

displayed in Euro. Consequently, the hotel room rates in Pound sterling (GBP) are 

transferred into Euro (EUR) at an exchange rate of GBP/EUR = 1.001 (Bloomberg, 

2017).  

2. Comparative price level: Since the average price level in some countries is more 

elevated than in others, the given hotel room prices are adjusted to the comparative price 

level of each country. This information is retrieved from the official guideline of the 

OECD (2016); however, the authors may not name the specific countries for 

confidentiality reasons of Marriott International. 

3. Expert opinion: Lastly, since prices still differed slightly at comparative levels, 

Marriott’s experts are asked to review the appropriate categorization of room prices 

across luxury purchase motivation contexts and to allocate the different room categories 

into the authors' desired categorization ranging from low price category room to ultra-

high price category room.   

 

  Nevertheless, these previous adjustments only serve the categorization purpose of the 

room categories and the following hierarchical regression analysis employs the original, 

unadjusted data sets. Table 27 shows the resulting room categorization to be utilized hereafter, 
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where the dark shaded areas are room categories that are not applicable in the selected purchase 

motivation context.  

 
Table 27 – Adjusted average price level of higher purchase value room categories across contexts  

 

Low  

Price Category 

Rooms 

Low - Medium 

Price Category 

Rooms 

Medium 

Price Category 

Rooms 

Medium - High 

Price Category 

Rooms 

High 

Price Category 

Rooms 

Ultra-High    

Price Category 

Rooms 

Perfectionist €   189 €   214 €   252    

Hedonist*  €   284 €   330 €   424 €   667 € 2,534 

Veblenian  €   377 €   385 €   416   

Snob    €   444 €   622  

Bandwagon* €   315 €   349 €   389 €   487 €   658  

Note: *day-to-day ADRs in £ were converted to € for comparison reasons at an exchange rate of GBP/EUR = 1.1001 as of 

10:40 AM EDT 11.09.2017 retrieved from Bloomberg (2017); all average price levels were adjusted for the comparative price 

level of the country in which the hotel of each scenario is operated according to data retrieved from the OECD (2016) 

Source: Dahm and Fassnacht (n.d.) 

 

6.6 Results 

In the present article the authors aim to determine in which purchase contexts regarding the five 

luxury purchase motivations an increase in the price level leads to a positive change in demand, 

i.e. identifying whether the Veblen Effect occurs. As previously explained in Chapter 6.5.2, 

here the hypotheses are tested by employing one independent variable, namely the difference 

in the price level of the ADR of a higher purchase value room and the one of a lower purchase 

value room, and two dependent variables. RN serves as the absolute KPI of change in demand 

and RevPar as the relative one.   

First, the authors want to reduce any seasonality effects by controlling for the occupancy 

of the hotel, as applicable in contexts 1, 2, 3 and 5. This is achieved by performing a hierarchical 

regression analysis, which is defined as “a series of linear regression analyses … to determine 

the extent to which a given predictor variable uniquely accounts for individual differences in 

the dependent variable” (Lindenberger & Pötter, 1998, p. 219). Thereafter, the hypothesized 

positive causal effect between an increase in price and change in demand is tested for the luxury 

purchase contexts of perfectionist, hedonist, snob, Veblenian and bandwagon. 

 Subsequently, the hypotheses testing is divided into the dependent variable change in 

demand in absolute terms, namely RN, as well as in relative terms with RevPar. While only the 

statistically significant results of the main and moderating effects are presented, Table 28 

provides an overview of all results. 
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Table 28 – Regression analysis of luxury purchase contexts 1-5 

 
 

Low  

Price Category Rooms 
Low - Medium 

Price Category Rooms 
Medium 

Price Category Rooms 
Medium - High 

Price Category Rooms 
High 

Price Category Rooms 
Ultra-High 

Price Category Rooms 

  RN RevPar RN RevPar RN RevPar RN RevPar RN RevPar RN RevPar 

  β p β p β p β p β p β p β p β p β p β p β p β p 

C
o
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te

x
t 

1
 –

 

P
e
r
fe

c
ti

o
n
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t 

Control variable 
LPVR occupancy 

  

.876 

 

 *** 

 

 .801 

 

 *** 

 

 .826 

 

 *** 

 

 .817 

 

 *** 

 

 .509 

 

 *** 

 

 .444 

 

 *** 

            

R² change 
Main effect 

Price increase level 

 .768 
 

 .057 

 
 

 .072 

 .642 
 

 .106 

 
 

** 

 .681 
 

-.055 

 
 

 .140 

 .668 
 

 .050 

 
 

 .195 

 .259 
 

 .128 

 
 

 * 

 .197 
 

 .425 

 
 

 *** 

            

R² change 
R² Perfectionist context 

 .003 
 .771 

  .011 
 .653 

  .003 
 .685 

  .002 
 .671 

  .016 
 .276 

  .180 
 .376 

             

C
o

n
te

x
t 

2
 –

 

H
ed

o
n
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Control variable 

LPVR occupancy 

     

 .302 

 

 *** 

 

 .308 

 

*** 

 

 .438 

 

 *** 

 

 .420 

 

 *** 

 

 .548 

 

 *** 

 

 .517 

 

 *** 

 

 .447 

 

 *** 

 

 .416 

 

 *** 

 

 .077 

 

 .290 

 

 .061 

 

 .401 

R² change 
Main effect 

Price increase level 

     .091 
 

 .038 

 
 

 .297 

 .095 
 

 .154 

 
 

 *** 

 .192 
 

 .167 

 
 

 *** 

 .177 
 

 .416 

 
 

 *** 

 .300 
 

 .136 

 
 

 *** 

 .267 
 

 .415 

 
 

 *** 

 .200 
 

 .047 

 
 

 .173 

 .173 
 

 .396 

 
 

 *** 

 .006 
 

-.118 

 
 

  .105 

 .004 
 

  .993 

 
 

 *** 

R² change 
R² Hedonist context 

     .001 
 .093 

  .023 
 .118 

  .027 
 .220 

  .170 
 .347 

  .018 
 .319 

  .170 
 .437 

  .002 
 .202 

  .157 
 .330 

  .014 
 .020 

  .984 
 .987 
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x
t 

3
 –

 

V
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Control variable 

LPVR occupancy 

     

-.094 

 

 .081 

  

 .000  

 

 .999 

 

 .756 

 

*** 

 

 .742 

 

*** 

 

 .395 

 

 *** 

 

 .418 

 

 *** 

        

R² change 
Main effect 

Price increase level 

     .009 
 

-.350 

 

 

*** 

 .000 
 

-.251  

 

 

*** 

 .572 
 

-.110 

 

 

* 

 .550 
 

 .070 

 

 

 .184 

 .156 
 

-.101 

 

 

 .153 

 .175 
 

 .007 

 

 

 .920 

        

R² change 

R² Veblenian context 

     .115 

 .124 

  .059 

 .059 

  .012 

 .584 

  .005 

 .555 

  .009 

 .165 

  .000 

 .175 

         

C
o

n
te

x
t 

4
 –

 

S
n

o
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Control variable 

LPVR occupancy 

             

  n/a 

 

  n/a 

 

  n/a 

 

  n/a 

 

  n/a 

 

  n/a 

 

  n/a 

 

  n/a 

    

R² change 

Main effect 
Price increase level 

              n/a 

 
 .409 

 

 
 *** 

  n/a 

 
 .673 

 

 
 *** 

  n/a 

 
 .265 

 

 
  * 

  n/a 

 
 .751 

 

 
 *** 

    

R² change 

R² Snob context 

             .167 

 .167 

  .453 

 .453 

  .070 

 .070 

  .564 

 .564 

     

C
o

n
te

x
t 

5
 –

  

B
a

n
d

w
a

g
o
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Control variable 

Overall occupancy 

 

 .599 

 

** 

 

  n/a 

 

  n/a 

 

 .429 

 

* 

 

  n/a 

 

  n/a 

 

 .221 

 

 .300 

 

  n/a 

 

  n/a 

 

 .686 

 

*** 

 

  n/a 

 

  n/a 

 

 .603 

 

** 

 

  n/a 

 

  n/a 

    

R² change 

Main effect 
Price increase level 

 .359 

 
-.326 

 

 
 .054 

  n/a 

 
  n/a 

 

 
  n/a 

 .184 

 
-.418 

 

 
* 

  n/a 

 
  n/a 

 

 
  n/a 

 .049 

 
-.145 

 

 
 .572 

  n/a 

 
  n/a 

 

 
  n/a 

 .470 

 
-.149 

 

 
 .351 

  n/a 

 
  n/a 

 

 
  n/a 

 .364 

 
-.101 

 

 
 .577 

  n/a 

 
  n/a 

 

 
  n/a 

    

R² change 

Moderation effect 
Price increase level x 

Online rating score 

 .106 

 
 

 .156 

 

 
 

 .415 

  n/a 

 
 

  n/a 

 

 
 

  n/a 

 .151 

 
 

 .115 

 

 
 

 .537 

  n/a 

 
 

  n/a 

 

 
 

  n/a 

 .015 

 
 

 .332 

 

 
 

 .153 

  n/a 

 
 

  n/a 

 

 
 

  n/a 

 .022 

 
 

 .154 

 

 
 

 .385 

  n/a 

 
 

  n/a 

 

 
 

  n/a 

 .010 

 
 

 .410 

 

 
 

 .069 

  n/a 

 
 

  n/a 

 

 
 

  n/a 

    

R² change 

R² Bandwagon context 

 .059 

 .524 

   n/a 

  n/a 

  .081 

 .415 

   n/a 

  n/a 

  .105 

 .168 

   n/a 

  n/a 

  .027 

 .520 

   n/a 

  n/a 

  .108 

 .481 

   n/a 

  n/a 

     

Note: Discrepancies in the sum of the R² changes are caused by rounding errors of the SPSS Statistics 24 Software; * = p < .05; ** = p < .01; *** = p < .001; LPVR = lower purchase value room; 

RN = room nights of higher purchase value room (absolute dependent variable), RevPar = Revenue per Available Room of higher purchase value room (relative dependent variable); n/a = not 

applicable 

Source: Dahm and Fassnacht (n.d.)
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6.6.1 Hypotheses testing: RN (absolute dependent 

variable) 

▪ Perfectionist purchase context. There is a positive path coefficient in the medium price 

category (β = .128; p < .05) between an increase in price and RN.  

▪ Hedonic purchase context. A price increase has a positive effect on RN in the medium 

price category (β = .167; p < .001) as well as in the medium-high price category                 

(β = .136; p < .001).  

▪ Veblenian purchase context. There is a negative relationship between a price increase 

and RN in the low-medium price category (β = -.350; p < .001) and in the medium price 

category (β = -.110; p < .05).  

▪ Snob purchase context. A positive path coefficient can be determined in both analyzed 

price categories, namely the medium-high price category (β = .409; p < .001) and the 

high price category (β = .265; p < .05) between an increase in price and RN.  

▪ Bandwagon purchase context. There is a nearly significant negative effect in the low 

price category (β = -.326; p = .054) and a significant one in the low-medium price 

category (β = -.418; p < .05) between an increase in price and RN.  

6.6.2 Hypotheses testing: RevPar (relative dependent 

variable) 

▪ Perfectionist purchase context. There is a positive effect between an increase in price 

and RevPar for the low price category (β = .106; p < .01) and the medium price category 

(β = .425; p < .001).  

▪ Hedonic purchase context. There is a positive path coefficient between a price increase 

and RevPar for every price category analyzed ranging from the low-medium price 

category (β = .154; p < .001), the medium price category (β = .416; p < .001), the 

medium-high price category (β = .415; p < .001), the high price category (β = .396;         

p < .001), to the ultra-high price category (β = .993; p < .001).  

▪ Veblenian purchase context. There is a negative effect of an increase in price on RevPar 

in the low-medium price category (β = -.251; p < .001).  
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▪ Snob purchase context. There is a positive path coefficient in both tested price 

categories, namely the medium-high price category (β = .673; p < .001) as well as the 

high price category (β = .751; p < .001).  

▪ Bandwagon purchase context. Since the experts of Marriott International clarified that 

there is no fixed maximum occupancy on online booking websites, it is also not 

applicable to calculate the RevPar (= ADR x occupancy rate) for this bandwagon 

purchase context.  

 

Overall, Table 29 provides an overview of the tested hypotheses across all purchase 

contexts for both the absolute and relative dependent variable of change in demand, namely RN 

and RevPar respectively. 

 
Table 29 – Overview of tested hypotheses 

Hypotheses 

Low  

Price Category 

Rooms 

Low - Medium 

Price Category 

Rooms 

Medium 

Price Category 

Rooms 

Medium - High 

Price Category 

Rooms 

High 

Price Category 

Rooms 

Ultra-High 

Price Category 

Rooms 

RN RevPar RN RevPar RN RevPar RN RevPar RN RevPar RN RevPar 

H1  ✓   ✓ ✓       

H2    ✓ ✓ ✓ ✓ ✓  ✓  ✓ 

H3             

H4       ✓ ✓ ✓ ✓   

H5a  n/a  n/a  n/a  n/a  n/a   

H5b  n/a  n/a  n/a  n/a  n/a   

Note: n/a = not applicable; ✓= hypothesis accepted;  = hypothesis rejected 

Source: Dahm and Fassnacht (n.d.) 

 

Here fourteen of our hypotheses could be accepted and only five were rejected and 

fourteen others did not lead to statistical significance. Accordingly, an increase in price either 

does not lead to a drop in demand, which has a positive effect on a hotel’s bottom line 

nevertheless, or ideally the Veblen Effect appears in perfectionist, hedonist and snob purchase 

contexts.   

6.7 Conclusion 

6.7.1 Discussion of findings 

This research article had the purpose of scrutinizing whether the Veblen Effect occurs in real 

life in the luxury experience market and particularly in the important hotel business. Moreover, 
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it was intended to determine which purchase contexts in relation to the five luxury purchase 

motivations elicit this price phenomenon.  

 The results derived in this article confirm the findings of the authors' unpublished paper 

(Fassnacht & Dahm, n.d.) that there is a considerable difference amongst luxury goods as well 

as luxury experiences regarding which luxury purchase motivations elicit the Veblen Effect. 

For the hotel business in particular, the findings reveal that luxury hotel consumers are 

motivated by hedonic, perfectionist and snob luxury purchase contexts, which supports that two 

major changes in luxury consumer behavior have occurred:  

1. From materialism to experiences 

Luxury consumers today increasingly prefer to accumulate special experiences and memories 

instead of collecting items to claim their place in society (Chaudhuri & Majumdar, 2010). 

Accordingly, the Veblen Effect in absolute measures could be found for the hedonic and the 

snob purchase contexts, where luxury hotel guests treat themselves to rare experiences for their 

own self-pleasure (i.e. booking a higher category room rather than a lower one) and even to 

very exclusive experiences respectively (i.e. booking access to a restricted club level).  

2. From waste to meaningful taste 

Furthermore, while the name giver of the Veblen Effect, Thorstein Veblen, still argued that 

consumption needs to be superfluous and ostentatious (1899), today's consumption has become 

more meaningful (Shipman, 2004). Hence, the Veblen Effect in absolute measures also 

occurred in the perfectionist context, where quality legitimizes this effect, and not in the 

Veblenian and bandwagon context because luxury hotel guests want a hotel room neither for 

simply showing off (i.e. booking a conspicuous category) nor for belonging to the affluent 

group of people who stayed at the hotel before respectively (i.e. booking online rather than 

offline). Luxury hotel guests rather make a meaningful choice when booking a luxury hotel 

room by ensuring a higher quality (i.e. booking a renovated room) and are not fooled by a 

simple name change or a difference in the price of luxury rooms offered online versus offline.  

 On the opposite, especially for price entry level rooms, a price increase has a negative 

impact on demand in the online environment, which implies that online bookings still remain 

for bargain hunters. Accordingly, also the online rating score of previous hotel guests does not 

have any impact on the relationship between an increase in price and a change in demand, i.e. 

the online rating score does not foster the Veblen Effect.  
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 Overall, from these findings it can be deduced that the price needs to make sense in 

terms of the gained experience, the exclusivity, and the quality in order for the Veblen Effect 

to occur. Further findings subsequently relate to the price category and the difference in results 

between the absolute and relative measure of the dependent variable.  

3. Price category 

When comparing the price categories across purchase contexts, in which the Veblen Effect 

could be found in terms of absolute measures, it becomes evident that this mostly occurs at the 

medium to high price level of luxury room categories. In accordance with prior literature, this 

implies that luxury hotel guests have an acceptable price range in mind, where they positively 

react to an increase in price. This implies that the Veblen Effect indeed only appears in a certain 

area of the demand curve, above and below which it ceases to exist due to demand satiety or a 

too expensive price (Leibenstein, 1950; Monroe, 1971).  

4. Difference in results between RN and RevPar  

In terms of the Veblen Effect in relative measures, the results pointed in the same directions as 

for the absolute measure and the desired positive effect could be determined in the perfectionist, 

hedonic and snob purchase context. Here the Veblen Effect can be determined all the way from 

low price category rooms to ultra-high price category rooms.  

 Since RevPar is measured by ADR higher purchase value room × occupancy of the 

higher purchase value room, this shows that increasing the ADR between higher and lower 

purchase value room actually allows hotel managers to achieve a higher revenue per available 

rooms and is not offset by a potential decline in occupancy.  

6.7.2 Managerial implications 

Since the growth of the luxury experience market has decelerated (Bain & Company, 2016, 

Bain & Company, 2017), this article provides first evidence that the Veblen Effect is a valuable 

opportunity to foster new growth in the future and at the same time to uphold the exclusivity of 

the luxury experience. However, to date luxury managers are still quite unaware of this price 

phenomenon and thus miss to leverage it for their specific luxury brand (Mohr, 2012). 

Therefore, the authors of the present article propose the following strategic initiatives for hotel 

managers in order to exploit the Veblen Effect to the fullest extent:  

▪ Market Research. Hotel conglomerates such as Marriott International or any luxury 

experience company should invest in their market research activities in order to examine 
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which luxury purchase motivations drive the existence of the Veblen Effect for every 

hotel brand, every region and every hotel specifically. This invaluable knowledge 

should be incorporated into luxury hotel managers’ marketing initiatives in order to 

convince luxury consumers to book a hotel of a specific brand and simultaneously to 

achieve a price increase through consumer behavior pricing based on the derived 

consumer insights. 

▪ Embrace the changing consumer behavior. As it is implied by the results of the purchase 

context analysis, luxury consumers today have changed in two significant ways. First, 

from materialism to experiences and second from waste to meaningful taste. 

Accordingly, it is crucial for luxury hotel managers to embrace this change and to focus 

on activities that tailor the hotel experience towards what consumers want. So instead 

of spending time, money and managerial efforts on changing room names, which 

actually only leads to a negative consumer reaction, luxury managers should for 

example expand on the exclusivity feeling of their hotel amenities (i.e. snob purchase 

motivation trigger such as an exclusive club access). Overall, eliciting the Veblen Effect 

requires luxury managers not just to increase prices but to combine it with activities in 

relation to luxury consumers’ pleasure, exclusivity and quality. 

▪ Regain brand exclusivity and desirability. Due to the increase in demand for luxury 

hotels, the global market presence thereof has been majorly diffused over the past years 

leading to a decline in the experience’s exclusivity and thus desirability (Bain & 

Company, 2011, Bain & Company 2017, Dubois & Paternault, 1995). However, as the 

results have shown, particularly in a snob purchase context, the Veblen Effect occurs 

both in absolute and relative terms. This indicates that snob luxury consumers crave for 

an additional exclusivity in the oversupplied luxury hotel market and luxury hotel 

managers can kill two birds with one stone by catering to this desire. By providing an 

exclusivity trigger coupled with an increase in price they can first enhance their demand 

and secondly they can rebuild their diluted brand rarity and consequently foster their 

brand desirability.  

▪ Brand strategy. It is not just important to change the strategic initiatives at the hotel or 

room level in order to trigger the Veblen Effect; it should also be a company-wide effort, 

which starts from the top-down by streamlining the luxury hotel brand mission 

statements according to the intended luxury purchase values. As it can be seen in the 

following Table 30, Marriott International reveals a lack in incorporating perfectionist, 
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hedonic, and snob purchase values in their brands’ mission statements. Accordingly, 

these luxury purchase values lie not at the core of what the brand aims to deliver to their 

luxury hotel guests and this should be corrected immediately to pursue a Veblen Effect 

strategy in a fully committed manner. 

 
Table 30 – Comparison of Marriott International’s luxury hotels’ brand mission statements 

Hotel Brand Brand Mission Statement Perfectionist Hedonist Snob 

Bulgari Hotels 

& Resorts 

“Bulgari Hotels & Resorts aims to be the leading luxury hospitality 

collection in the world.” 
   

EDITION 
“EDITION hotels are stunning microcosms of the world’s top cities 

featuring the best in service, food, beverage and entertainment.”  
✓   

JW Marriott 
“At JW Marriott we fill your journeys through life with everlasting 

moments to leave you richer.” 
 ✓  

St. Regis 
“Celebrating the modern vanguard, the St. Regis brand is renowned for its 

tradition of innovation and impeccable service since 1904.” 
✓   

The Luxury 

Collection 

“The Luxury Collection is a selection of hotels and resorts offering unique, 

authentic experiences that evoke lasting, treasured memories.” 
 ✓ ✓ 

The Ritz-

Carlton 
“The Ritz-Carlton inspires life's most meaningful journeys.”  ✓  

W Hotels 
“Escape to where iconic design and contemporary luxury set the stage for 

exclusive and extraordinary experiences at W Hotels Worldwide.”  ✓ ✓ 

Source: Authors’ adaption of information retrieved from Bulgari Hotels & Resorts (n.d.), EDITION (n.d.), Marriott (n.d.), St. 

Regis (n.d.), The Luxury Collection (n.d.), The Ritz-Carlton (n.d.), W Hotels (n.d.) 

 

▪ Price category. In the present article, it has been determined that the Veblen Effect is 

mostly evident in the medium to high price range of luxury hotel rooms. Accordingly, 

luxury managers should make these price categories a priority and focus their strategic 

initiatives on these at first. Later on, when luxury managers have gained more insights 

on how to trigger the Veblen Effect for their particular luxury brand, region, or hotel, 

further market research could help to determine how to make other price categories 

benefit from this price phenomenon as well.  

 

 

 Overall, this article is supposed to motivate luxury managers to perceive the Veblen 

Effect as an opportunity rather than as an obstacle. Particularly in the luxury experience market 

and in the hotel business, managers should actively seek strategic projects, which allow them 

to increase their prices and at the same time to stimulate a higher demand from their consumers.  
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6.7.3 Limitations and future research  

The present research paper is a first starting point to prove the existence of the Veblen Effect 

in real life with transaction data received from the largest player among luxury hotel 

conglomerates. Nevertheless, future research is essential to reduce the following limitations and 

to further advance academics’ and managers’ knowledge of the Veblen Effect. This includes 

the following aspects:  

▪ Research scope. The transaction data employed in each luxury purchase motivation 

context was specific to a certain luxury hotel and accordingly the data varied in terms 

of the brands and the geographic location of the luxury hotels as well as the time horizon 

employed for this research. Therefore, in order to enhance the generalizability, the 

purchase contexts should be repeated across brands, locations, hotels and time horizons. 

Ideally, this future research would reduce the selection bias of the present research and 

harmonize the purchase contexts to another in order to derive more generalizable results.  

▪ Further influencing factors. This research did not include any other factors influencing 

the price because only the transaction data collected was employed. Hence, it would be 

valuable in the future to collect secondary data of micro- and macroeconomic factors 

for example in order to adequately measure the effect of a price increase on a change in 

demand without any external disturbing factors.  

▪ Field study experiment. This study would largely benefit from initiating a cooperation 

project with a luxury hotel conglomerate such as Marriott International, where 

prospective hotel guests could be actively exposed to triggers according to the five 

luxury purchase motivations throughout their booking process. Also, post their booking, 

hotel guests could be asked in a short survey for their attitudinal information regarding 

their inherent luxury purchase motivation in terms of perfectionist, hedonist, Veblenian, 

snob and bandwagon. Overall, conducting a field study experiment based on the present 

research article would enhance the research’s triangulation strategy by collecting real 

transaction data and by combining it with attitudinal information on consumers’ 

purchase motivations (Bonoma, 1985; Gauri et al., 2008).  

 

 Despite the listed limitations and future research possibilities, the authors are of the 

opinion that the present article is a good initiator in proving the existence of the Veblen Effect 

in real life. Accordingly, it is an academic and managerial contribution that it was possible to 
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show the occurrence of this price phenomenon in three luxury purchase contexts. It was 

especially interesting that these findings coincided with the observation that today’s luxury 

consumers have shifted from a focus on materialism to rather enjoying experiences as well as 

from wasteful to meaningful and tasteful spending. Overall, the authors want to encourage 

luxury academics and managers to explore the Veblen Effect more in the future because in 

today’s luxury market it serves as an invaluable growth opportunity.  
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7. Conclusion 

Although the luxury market is currently facing stagnation and price improvements are the go 

to strategy for generating new growth paths without jeopardizing luxury brands’ desirability 

(Bain & Company, 2017; Kapferer, 2015; Kapferer & Valette-Florence, 2016; Marn 

& Rosiello, 1992), there is a general uncertainty among luxury experts regarding the pricing 

phenomenon of the Veblen Effect, where an increase in price leads to an increase in. Hence, 

this dissertation aimed at enhancing the current knowledge academics as well as managers hold 

about the Veblen Effect. In particular, it was the purpose to determine whether this effect 

actually exists or whether it is simply a theoretical construct. Accordingly, this dissertation 

contributes to the literature and managerial understanding in three main ways.  

 First, in Chapter 3 a thorough literature review from 1950, when Harvey Leibenstein 

first gave this price phenomenon its name of the “Veblen Effect”, until the end of October 2016 

provides an overview of the state of the art literature regarding this topic and its underlying 

purchase motivation of (in)conspicuous consumption. This chapter is based on the article by 

Fassnacht and Dahm (2018), which is published in the Luxury Research Journal. Since past 

researchers identified conspicuous (Veblenian) consumption as the driving force behind the 

Veblen Effect and identified inconspicuous consumption as the more sophisticated and subtle 

version of conspicuous consumption, the authors analyzed the literature for all three concepts 

as well as empirical and non-empirical articles from marketing, economics, sociology and other 

backgrounds. Through this analysis the authors pinpointed several research gaps and derived 

managerial implications.  

 However, the most important finding is that even though the Veblen Effect is a very 

established construct and, as seen in the qualitative pre-study, all luxury experts were fully 

aware of it, there is actually no proof of its existence and furthermore the concept has been 

neglected over the past half a century. Moreover, the focus of research has been on conspicuous 

consumption, albeit in a disconnection from its superordinate construct. The literature also 

indirectly raises the doubt whether conspicuous (Veblenian) consumption is the only purchase 

motivation that drives the Veblen Effect or whether other luxury purchase motivations 

including perfectionist, hedonist, snob and bandwagon have an impact too. Lastly, the literature 

does not provide managers any insights on how to set the price for triggering the Veblen Effect 

and how such a price increase should be implemented.  
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 Hence, Paper 1 emphasizes the need for re-visiting the Veblen Effect in order to enhance 

both the theoretical comprehension as well as to support luxury brand managers in today’s 

challenging times by giving them hands-on price management advice.  

 Second, Chapter 5 intends on filling the academic and managerial void identified in 

Chapter 3 by empirically examining the Veblen Effect in an online experimental setting. Here 

the particular focus is to determine which of the five luxury purchase motivations (perfectionist, 

hedonist, Veblenian, snob, bandwagon) drive this phenomenon. Also, the authors undertake 

this analysis for four different product categories and eight corresponding renowned luxury 

brands that have been previously determined in a quantitative pre-study. This research is based 

on the unpublished article by Fassnacht and Dahm (n.d.), which has been submitted to the 

Luxury Research Journal.   

  In accordance with the cue utilization and costly signaling theory, the authors support 

the doubts that conspicuous consumption is not the only purchase motivation influenced by 

price considerations. All five luxury purchase motivations show support of being motivated by 

the price and accordingly the authors hypothesize that they can all drive the Veblen Effect. 

Furthermore, since prior theory argued that the Veblen Effect only occurs in parts of the demand 

curve, this study examined the effect for product categories of various absolute price levels, for 

high-priced and low-priced luxury brands of each and for a low price increase level and a high 

price increase level. Through this approach, the authors fulfil the need to take all necessary 

price management factors for the Veblen Effect into account. 

 The results show that the Veblen Effect does not occur in every product category. 

Through moderated hierarchical regression analysis it was determined that fashion and 

accessories (trench coat and travel bag) do not enjoy the benefit of an upward sloping demand 

curve, i.e. the Veblen Effect. On the contrary, an increase in price of lower-priced luxury brands 

even leads to a decrease in demand thereof for perfectionists and hedonists respectively. This 

can be explained by the fact that these categories are too short-lived and their social visibility 

is too low so that consumers’ purchase behavior remains rational along the lines of traditional 

economic theory. For watches, however, the Veblen Effect could be determined mainly for 

intrinsically driven purchase motivations, namely hedonist and perfectionist. Furthermore, for 

a low-priced watch belongingness aspirations due to a bandwagon purchase motivation also 

cause the Veblen Effect to occur. Champagne, on the other hand, triggered the desired pricing 

effect through extrinsically driven purchase motivations of Veblenian and snob. Nevertheless, 

there was a clear difference between luxury brands of low expensiveness and high 
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expensiveness in terms of at which price increase level the Veblen Effect appeared. 

Accordingly, this supports the notion of Leibenstein (1950) that the demand curve resembles a 

rotated S-curve and above and below a certain threshold the traditional law of demand upholds 

and only in between the Veblen Effect occurs.  

 The research of this Paper 2 contributes to the existing literature by being the first article 

attempting to prove the Veblen Effect empirically for various product categories. Also, the 

Veblen Effect is re-connected with its dissociated underlying purchase motivation of 

conspicuous (Veblenian) consumption and moreover further luxury purchase motivations are 

introduced to explaining this phenomenon. For luxury managers this article serves as an initial 

motivator to investigate their own consumers and to determine what drives their luxury 

consumption behavior. Accordingly, managers can derive insights on how to trigger the Veblen 

Effect for their own luxury brands and products. 

 The third contribution of this dissertation is derived through Chapter 6, where the 

conceptual framework utilized in the previous Paper 2 is transferred to a real-world setting of a 

previously not researched luxury product category, namely leisure services. In particular, in the 

unpublished article by Dahm and Fassnacht (n.d.) the authors received transactional data for 

luxury hotels of  the multinational hotel company Marriott International. With the support of 

experts of this company, the previously analyzed luxury purchase motivations of perfectionist, 

hedonist, Veblen, snob and bandwagon are applied to different purchase motivation scenarios 

that resemble each purchase motivation. 

 Accordingly, hedonist purchase motivation is associated with selecting the next higher 

room category for one’s own self-pleasure even though the lower category is available and 

thereby incurring a higher ADR. Perfectionist relates to the choice of a renovated room at a 

higher price even though the exact same room is available in a non-renovated format. Veblenian 

refers to consumers preferring conspicuously renamed hotel rooms over the non-renamed ones 

and thereby spending more money on each stay. For snobs the attractiveness of a limited access 

to an exclusive club area in the hotel is compared to a package deal, which actually has a higher 

monetary value. Finally, bandwagon consumers prefer the online booking environment versus 

offline because they can see who booked the hotel previously and how the hotel has been rated 

by these people they desire to associate themselves with.  

 The results show that the Veblen Effect occurs around the medium to high-priced room 

categories; however, the Veblen Effect never occurs at the extreme ends of the product offering, 

i.e. at the entry level room categories or for the very expensive suites. Furthermore, the Veblen 
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Effect could only be triggered in the hedonic, snob and perfectionist luxury purchase contexts. 

This shows that luxury hotel consumers emphasize the importance of the experience, the 

exclusivity and the quality of staying at a luxury hotel in relation to price increases. However, 

a non-meaningful price increase in combination with a simple room name change does not lead 

to a positive consumer reaction and the online environment remains for bargain hunting for 

price entry level rooms.  

 This dissertation clearly contributes to the understanding of the Veblen Effect both from 

an academic as well as a managerial perspective. Through a series of three articles that build 

upon another, it was the purpose to revive the literature stream around the Veblen Effect and to 

start answering the main research question: Does the Veblen Effect exist or is it merely a 

theoretical construct. According to one literature review and two empirical investigations, the 

Veblen Effect does exist and all main luxury purchase motivations should be considered in 

relation to the Veblen Effect.  

 However, there are vast discrepancies between different product categories, diverging 

absolute price levels, as well as, between various price increase levels. Therefore, this 

dissertation revealed on the one hand that the Veblen Effect requires extensively more research 

to be conducted in order to fully understand this phenomenon and on the other that luxury 

managers need to invest a lot of time, money and effort in order to get all the information and 

consumer insights on whether the Veblen Effect occurs for their specific luxury good and if so, 

how it can be elicited.  

 In summary, relating back to Bernard Arnault’s statement, “Luxury goods are the only 

area in which it is possible to make luxury margins” (Capital, 2010), if brands could simply 

trigger the Veblen Effect without any challenges, then it would not be exclusive and “the only 

area” (Capital, 2010) in which it is possible. So what is luxury without exclusivity? This 

dissertation concludes with the insight that luxury brand managers need to work on their price 

management strategies in order to gain this luxury of making luxury margins. 
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