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Luxury  Inst i tu te  Products  and Serv ices 
Three Luxury Myths Killing Your Brand 
Equity: As one the world’s foremost research and 

consulting companies for top tier luxury brands, Luxury 

Institute has been privileged to work with the most 

dynamic brands in the U.S., Europe and Asia.  We often 

find ourselves engaged in rich dialogue, and healthy 

debate, with senior executives and top leadership at the 

world's greatest luxury firms. 

We help iconic brands adapt themselves to compete 

in the new world where technology, people and 
product superiority combine to drive success.  Below 

are three of the biggest myths that we often 

encounter and our recommendations for how brands 

can overcome the tendency of destroying their own 

equity, despite the best of intentions.  

 
Myth #1: You Must Choose One Area of 
Focus Among Product Leadership, 
Operational Excellence and Customer 
Intimacy  
 

Back in 1995, Michael Treacy and Fred Wiersema 

published “The Discipline of Market Leaders” in which the 

authors addressed the idea of strategic focus, and 

discouraged attempts to excel on multiple fronts.  The 

concepts and principles were adapted by top-tier 

consultants and spread throughout the management 

ranks of corporations that engaged them, propagating the 

myth that you have to choose only one area of 

differentiation.  

 

Today, superior products, efficient operations and brand 

intimacy are an inseparable trio for building and 

maintaining a luxury brand. The reality now is that you 

have to be great at all three, or you are highly 

disadvantaged.  

 

A clear example of achieving excellence on all three 

fronts is Bottega Veneta.  The iconic luxury fashion brand 

has seen a phenomenal sales growth trajectory over the 

past ten years. It was on the brink of bankruptcy in the 

late 1990s, and in 2001 was acquired by the company 

that is now Kering.  Back then, annual sales were around 

$50 million and the income statement was mired in 

losses. Today Bottega Veneta's sales are topping $1 

billion.  

 

Bottega Veneta’s management team is best-in-class. 

They are blessed with a brilliant, authentic designer 

matched by a management team that is beyond superb. 

The brand delivers on all three disciplines seamlessly. At 

Bottega Veneta, brilliant execution delivers a reported 

profit margin of 32%. Phenomenal sales and profit growth 

flows from product leadership, operational excellence and 

customer intimacy that is the envy of any brand. A 

profoundly personal, humanistic culture translates into the 

Bottega Veneta brand running on all three disciplines, 

instead of getting a lift from only one. 

 
Myth #2: A Luxury Brand Must Be 
Organized As a Hierarchy In Order to Be 
Effective 
 
At the center of a luxury brand is usually a brilliant 

innovator and founder whose creative genius is 

unquestionable. There is also typically a business partner 

who makes all of the decisions jointly with the founder.  

 

The origin of luxury in Europe has created an industry 

organizational model that has some of the strictest 

hierarchies known in the business world. When we visit 

with senior management teams in Europe, and even at 

many U.S. firms, the organization is defined as a military 

style, top-down hierarchy.  

 

Proponents of this model say that luxury brands, unlike 

brands in any other industry, have lasted hundreds of 
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years--or at least for several decades--so why fix what is 

not broken?  

 

There are two major reasons why the myth of the luxury 

brand as a strictly regimented organization must be 

shattered. The first is demographic in nature. As 

millennials in the 21-34 age group enter the work force, 

our research shows that that these younger people are 

far more idealistic about having meaningful purpose in 

their work.  They tend to change jobs more frequently and 

often leave if they are in a structured environment where 

opportunities to develop and contribute are limited. Author 

and researcher Daniel Pink says that three things are 

required in an organization today to retain employees: a 

meaningful purpose; some degree of autonomy over how 

they perform their function, and continuous skills growth.   

 

The second reason why rigid hierarchies are ineffective is 

the new meaning of strategy. The metaphor for a 

successful brand is not the machine model, but the 

organic model. There must be a balance of adapting 

processes to achieve healthy, sustainable growth while 

adhering to corporate DNA.  

 

Myth #3: Sales Professionals are 
Anonymous and Robotic Transactors 
 

Luxury sales teams at most brands already have 

enormous turnover and this is not likely to decrease in 

organizations that fail to empower associates. Brands 

must embrace the 'freedom with boundaries' approach or 

watch their associates walk out the door.  

 

While luxury executives say they are sold on the ideas of 

customer experience and engagement, they are far less 

enthusiastic about employee experience and 

engagement.  Most brands will tout the new principles but 

will resort to giving orders instead of trusting front-line 

professionals, especially in tough times.  

 

The paradox is that in order to unleash the power of 

customer relationship building, driven by a customer 

culture, brands cannot simply task front-line employees 

with delivering results, excluding them from the 

“customer” definition. Employees are really internal 

customers and they should be measured just as carefully. 

In addition to empowering employees, brands must use 

innovative education and daily customer and sales 

associate metrics to improve skills and reinforce the 

culture daily.  

 

Luxury sales professionals in the future will be treated as 

artisanal entrepreneurs who are given their own email 

addresses and digital devices for professional use. They 

will be given the freedom to innovate in small and large 

ways daily in order to personalize and customize for the 

customer.  

 

It may be true that many sales associates in a variety of 

industries will be replaced by technology solutions. 

However, in luxury, these jobs will be upgraded to deliver 

the extraordinary customer experiences and build the 

long-term relationships that brands once took for granted 

when they first opened their doors.  Innovation will flow 

from the bottom-up as much as from the top-down.  

 

Conclusion: 
 

Luxury Institute has worked with more than a dozen 

luxury brands or conglomerates on Customer Culture 

projects in the past few years.  The improvements are 

real and deliver powerful results in customer data 

collection, conversion and retention. Brands have seen 

retention of employees increase too. Bridging the gap 
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between management, the front line, and the customer 

may be hard for some executives to swallow or imagine, 

but that is the future of luxury. 

 

The luxury industry is very much a darling of Wall Street 

today, and with good reason. As the global population of 

affluent consumers grows, luxury is in for a good ride 

indeed. Yet, these myths are preventing many luxury 

brands from achieving significantly better sales and profit 

growth and could potentially drive many established 

companies out of business. 

 

 

 

 
Luxury Institute utilizes industry expertise and affluent consumer knowledge to deliver 
customized solutions. 
	  
Global Affluent Consumer Research 

• Custom	  	  
• Syndicated	  	  

	  
Brand Strategy 

• Brand	  Development	  
• Marketing	  Programs	  

	  
Relationship Building Culture 

• Measurable	  Customer	  Culture	  Process	  
• CRM	  Optimization	  

	  
Membership Associations 

• Luxury	  CRM	  Association	  (LCRMA)	  
• LuxuryBoard	  

	  
Industry and Brand Events 

• Speaking	  Engagements	  
• Interactive	  Workshops	  

	  
	  

	  
For	  more	  information	  about	  our	  products	  and	  services,	  please	  contact	  us.	  
 
The Luxury Institute is the objective and independent global voice of the high net-worth 
consumer. The Institute conducts extensive and actionable research with wealthy consumers 
about their behaviors and attitudes on customer experience best practices. In addition, we work 
closely with top-tier luxury brands to successfully transform their organizational cultures into 
more profitable customer-centric enterprises. Our Relationship Building Culture process 
leverages our fact-based research and enables luxury brands to dramatically Outbehave as well 
as Outperform their competition. The Luxury Institute also operates LuxuryBoard.com, a membership-based online research portal, 
and the Luxury CRM Association, a membership organization dedicated to building customer-centric luxury enterprises.

 

 


