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ABSTRACT 

The primary goal of this research is to explore the 

issue of ?rand exclusivity. It focuses on why and under what 

circumstances consumers value exclusive brands, as well as on 

the strategies by which managers can best create and maintain 

brand exclusivity while using it to maximize profits. The 

dissertation consists of two studies. 

In the first study, exclusivity is examined as a 

function of limited supply, and the research (a) identifies 

the conditions under which limited supply is valued most by 

the consumers, and (b) determines the optimal quantity and 

price for limited-edition brands. 

We model the goodwill transfer from an exclusive, 

limited-edition brand to a lower-end brand with the same 

family brand name. This goddwill transfer results in the 

optimal supply level for the limited-edition brand depending 

not only on its price-demand curve, but also on the price

demand curve of the lower-end brand. 

The model is analyzed to develop hypotheses regarding 

consumer choice behavior for different consumption 
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motivations and consumption situations. We test these 

hypotheses in an experiment. The experiment shows that 

limited supply for the high-end brand results in a transfer 

of status symbolism and a higher preference for the lower-end 

brand extension. 

In the second study exclusivity is examined as a 

function of high price and the research (a) explores how the 

diffusion of the brand in different social groups affects 

exclusivity perceptions and value among members of these 

groups, and (b) determines the price that maximizes profits 

given the interdependence of diffusion in the two 

populations. 

In the second study, we model the adoption of a .price

based exclusive brand by two populations that represent two 

distinct social groups with different price-demand 

elasticities. The brand is targeted to the upper income group 

(target group), but is exclusive for the lower income group 

(outside group) . 

The diffusion of the brand in the two populations is 

interdependent and is affected by the social distance between 

the target group and the outside group. This process is 

modelled using an extension of the Bass model. The 

interdependence of the diffusion process is tested in an 



13 

experiment where relative diffusion in the two groups and the 

social distance between them are manipulated. 



1. LITERATURE REVIEW 

"Though styles may change, 

snobbery is forever" 

The Economist 

"It is so crowded, nobody 

goes there anymore." 

Yogi Berra 

1.1. The Phenomenon and Types of Brand Exclusivity 

14 

Recent Jaguar print ads in upscale US magazines such as 

Arts and Antiques and Islands described a new luxury model, 

the XJ220. Only 350 units of this limited edition model were 

produced, and the car was not even available in the US. 

Despite this, the bulk of the ad copy concentrated on the 

XJ220, and other less expensive Jaguar models available in 

the US were mentioned only later in the ad. It appears that 

Jaguar was trying to create a perception of exclusivity for 

its high end product in the hope that this perception would 

transfer to its lower end products. Perhaps the expectation 

was that this exclusivity transfer would create a more 

favorable demand curve for lower end Jaguar models relative 

to what would be obtained without such transfer. 

Webster's defines of an exclusive item is one that is 
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limited to possession, control or use by a single 

individual or group." Our use of the term exclusivity in this 

dissertation is consistent with Webster's definition. A 

product may attain exclusivity if it is somehow only 

selectively accessieb1e available to a limited target market 

and is scarce for all other consumers. From a managerial 

standpoint, selective accessibility can be achieved through 

a number of different mechanisms, e.g. by limiting supply, 

by setting high prices, by establishing formal qualification 

standards, or by using a combination of the above methods. 

This dissertation reports two studies of brand 

exclusivity phenomena. In the first we focus on the 

phenomenon of eXClusivity based on limited supply. 

Specifically, we look at a managerial strategy. where 

exclusivity is attained for a multi-product brand by 

deliberately limiting the supply of a product at the upper

end of the line. We then look at how exclusivity goodwill can 

be transferred from the upper-end product to a lower-end 

counterpart in the brand's product line. 

The practice of offering limited-edition products in the 

marketplace is fairly common. Thus, limited edition products 

are found in established categories such as automobiles, 

furniture, clothing, watches and wine; as well as in 

collectibles such as baseball cards, signed art prints, and 

comic books. Thus, some classic cars, Swatch watches and the 



16 

first edition of "The death of Superman" are available in 

very limited quantities. One particularly interesting example 

of the use of a limited supply strategy is provided by Dom 

Perignon. The company started as a private winery producing 

wine for the use of the Moet and Chandon families. Today, Dom 

Perignon Champagne is available to the general public, but 

the supply is kept low by producing it only in " ... those 

years when the chef des caves at Moet deems the best grapes are 

good enough" (Cornfeld and Edwards 1983). The limited number 

of bottles produced in the so-called "good years" tend to 

appreciate in value quite significantly over time. As ye,t 

another example (Dolan 1990) Ferrari introduced its F40 using 

a similar limited production tactic. Fewer than 1,000 units 

were made of the automobile and then were offered at a 

sticker price in the neighborhood of $350,000. The demand 

which exceeded the supply and rapidly pushed resale prices 

over $1,000,000. Porsche and Jaguar used similar tactics with 

limited editions of the Porsche 959 and Jaguar XJ220 

respectively. Jaguar sold all 350 XJ220s in less than 10 days 

despite a sticker price of $550,000. A Jaguar spokesman Ian 

Morris reportedly observed " ... if you say to a rich man, 

'You can't have it,' he'll want it more. That's part of the 

appeal" (Dolan 1990) . According to Nancy Olson, editor of the 

Pen World in Dallas similar phenomena occur in the market for 
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luxury fountain pens (Cowell, 1995). Carlo Go1doni, a 

limited-edition fountain pen from Aurora was introduced in 

1993 and each of its 1,492 units was sold for $900. The 

secondary market price has now climbed to about $2,700. 

Montblanc's managers also report that production is 

deliberately kept below capacity to maintain scarcity. 

These examples show that the unfulfilled demand for the 

limited-edition product leads to the development of a resale 

market in which the product is sold at prices that 

substantially exceed the original price set by the producer. 

The resale market price premium suggests that limited-edition 

products may provide a signal of exclusivity and acquire an 

additional utility which makes them more desirable. Increased 

desirability produces an upward shift in the demand curve of 

the limited-edition product which is then reflected in the 

observed price premium in the resale markets. Moreover, there 

is a possibility that the exclusivity of the limited-edition 

product transfers down the line to lower-end products in the 

brand line. Our first study models and empirically explores 

this "exclusivity based on limited supply phenomena." 

In the second study of the dissertation we focus on the 

phenomenon of exclusivity based on high price. We examine the 

managerial strategy of pricing a product at such a high level 

that only a small target market can afford it. This 

restricted access creates an aura of exclusivity that 
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enhances the product I s desirability both for the target 

market group that can afford it as well as with other 

consumers who perceive enhanced status in owning the product. 

Products that attain exclusivity through high prices are 

often termed "positional goods." Consumers value these goods 

not despite their expense, but because of it. As long as 

consumers in the target market of a posi tional good are 

willing to keep it exclusive, the price will remain high. For 

mos t goods, real prices tend to fall over time due to 

technological advances in design, production and 

distribution. However, the prices of positional goods tend 

to rise both in nominal and real terms because of the need 

to keep them exclusive. 

For example, the cost of two ounces of Russianocaviar 

rose 535% from $1.40 in 1912 to $129.00 in 1992 a 2.3% 

average annual increase in real terms sustained over 80 

years. A Dunhil1°1ighter "Rollagas" silver plate cost $19.00 

in 1958 and $205.00 in 1992. This 122% increase reflects a 

sustained 2.4% average annual increase in real terms. The 

price of a Parker Duofold fountain pen increased from $7.30 

in 1927 to $236 in 1992 sustaining a 2.2% average annual 

increase in real terms over 65 years. The most expensive two

seater Jaguar cost $1,085.00 in 1932 and $73,545 in 1992 

which is a 560% increase in real terms (3.2% average annual 

increase in real terms). Finally, a Cartier Tank watch cost 
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$155.75 in 1921 and $4,180 in 1992 which is a 242% increase 

in real terms or 1.7% average annual increase in real terms 

(The Economist 1993). These examples indicate that the price 

of exclusivity has gone up significantly for status symbols 

over the last 50 years (The Economist 1993). 

Products that attain exclusivity through high price have 

to be sensitive to potential devaluation that may occur with 

price discounts. In 1992 a dispute broke out between several 

big perfume houses and a group of British retailers. The 

retailers had acquired luxury brands such as Chanel No.5 on 

the "grey market" and were reselling them for prices as low 

as 60% below the recommended price. The key issue from the 

point of view of the perfume houses was that the essence of 

a luxury good is its exclusivity, and when the exclusivity 

is based on price only, low prices convey the wrong signal 

to consumers. In other words, exclusive brands face a trade-

.. off in maintaining their higher prices. Although lowering 

prices may enhance sales outside the target group, it may 

also devalue the product in the eyes of the original target 

customer group. 

1.2 Conceptual Explanations of Exclusivity Phenomena 

The additional utility that consumers perceive due to 

the exclusivity generated by either limited supply or high 

prices may be interpreted from different perspectives. In 
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this dissertation we adopt a predominantly 

sociological/anthropological account of the phenomenon and 

model its managerial implications within an economic 

framework. This sociological/anthropological perspective 

argues that individuals are not isolated when they make 

purchasing decisions; they are often influenced by the groups 

to which they belong or aspire to (Bourne 1957; Burnkrant and 

Cousineau 1975; Deutsch and Gerard 1955; Witt and Bruce 1972; 

Bearden and Etzel 1982; Brinberg and Plimpton 1986; Park and 

Lessig 1977) . These reference groups are defined as "a person 

or group of people that significantly influences an 

individual's behavior" (Bearden and Etzel 1982, pp. 184) and 

include peer groups, aspirational groups and negative groups. 

Peer groups (i.e. a group of persons consisting of his/her 

peers) playa particularly maj or role in influencing consumer 

purchases. We argue here that exclusive brands function as 

social stimuli that assign status to the brand user from the 

perspective of his/her peers. 

Veblen (1899) was the first modern economist and social 

critic to examine the phenomenon of the symbolic value of 

expensive positional goods. He argued that with rising living 

standards, consumers tend to be less concerned with 

subsistence and comfort, and instead focus on obtaining the 

"esteem and envy of fellow men." Visible, expensive and thus 

difficult to acquire goods are best suited to function as 
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status symbols because, as Veblen wrote, "in order to gain 

and hold the esteem of men, wealth must be put in evidence, 

for esteem is awarded only on evidence." 

The tendency of human societies to organize themselves 

in hierarchies seems to be universal (Dumont 1970). This in 

turn results in members of a society trying to establish ways 

to be able to assess each other's status in the hierarchical 

system. The more flexible and dynamic the social hierarchy 

system, the more likely it is that status is negotiated among 

members of the society. Without formal deference entitlements 

in social interactions among persons unaware of each other's 

status, evaluations are probably based on visual cues 

(Eisenstadt 1968; Dawson and Cavell 1987) . Many sociologists 

argue that status is now evaluated based primarily on 

material items (Goffman 1951; Form and Stone 1957; Simmel 

1904). Other scholars claim that the greater the degree of 

social mobility in society, the higher the display of status 

symbols (Bensman and Lilienfeld 1979; Douglas and Isherwood 

1979) . 

In such social hierarchies, a brand's ability to encode 

status rests on the extent to which its ownership and 

consumption is confined to desirable, aspirational groups 

(Dawson and Cavell 1987). Park and Lessig (1977) divided 

reference group influences 

informational, utilitarian, and 

in three categories: 

value-expressive. When 
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adopting products that function as status symbols, the 

reference group influence is value-expressive. In other 

words, the individual's motivation is to enhance the self

concept through referent identification (Brinberg and 

Plimpton 1986; Kelman 1961). This referent identification 

takes place when the individual attempts to imitate the 

aspirational group's consumption pattern by acquiring 

brand(s) that symbolize membership in the group. 

We claim that product ownership restricted by either 

limited supply or high prices to such aspirational groups 

creates exclusivity and turns the brand into a status symbol. 

In the case of limited supply, the process occurs in two 

stages. First the sticker price separates the group of people 

which can afford the product from the group which cannot. 

Second, only a small number of customers (less than or equal 

to the number of units supplied) actually acquire the 

product, even though many more can afford the sticker price 

and desire it. Exclusivity turns the limited edition product 

into a status sYmbol and enhances its desirability. The 

extent of a product's supply limitation informs potential 

buyers of its specific exclusivity level and determines the 

extent to which there is an upward shift of the demand curve. 

Consumers demand more of the brand than what would be 

demanded at the introductory price. The supply of the brand 

being limited, this demand remains unrnet and the brand 
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realizes higher prices in the resale market. 

The preceding explanation of the enhanced desirability 

of the exclusive product that functions as a status symbol 

also speaks to how exclusivity goodwill might be transferred 

from an upper-end product H to the lower-end brand L in the 

same brand line. The high price of a limited-edition product 

restricts its acquisition and ownership to upper-income 

groups. Lower-income consumers find it difficult to come up 

with the actual cost of acquiring the product, or deal with 

the opportunity cost of keeping it. Thus, ownership of the 

exclusive product is likely to be restricted to upper-income 

aspirational groups and the product's brand name may even 

become a symbol of membership in such a group. Lower-income 

consumers who aspire to join this aspirational group may try 

to imitate its consumption patterns. However, since they 

cannot acquire the limited-edition product, they must stay 

content with a product lower in the brand line that is within 

their feasible price range. In other words, they are likely 

to attribute some of the meaning (i.e. the status) associated 

with the brand concept of the upper-end product (Park, 

Milberg and Lawson 1991) to the lower end extension. This 

exclusivity goodwill transfer from H makes the lower-end 

extension L more attractive relative to other brands in the 

same price- quality range in the product category. 

When exclusivity is based on high prices and product 
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ownership is consequently restricted to higher-income 

aspirational groups, the product turns into a status symbol. 

Such a product has a dual status differentiation function. 

Originally, the highly-priced product is targeted to and 

widely adopted by a relatively small, higher-income group. 

This target group functions as an aspirational group for an 

outside, lower-income group for which the product is 

exclusive due to its high price. Thus, the first function is 

that the product differentiates status between the target 

group and the outside group. However, price can rarely 

guarantee absolute exclusivity; some members of the outside 

group may be able to acquire the product. Note also that 

ownership of the exclusive product which is associated with 

membership in the aspirational group elevates the status of 

the persons who manage to acquire it. This in turn makes the 

product more desirable. The second status differentiation 

function therefore is within the outside group. Notice that 

the product does not differentiate status within the targeted 

group because it is widely available within this group and 

thus not exclusive. 

As status markers, exclusive products indicate that the 

person who consumes, uses, or owns them occupies a certain 

position in the group (Reilly and Rathje 1985). The ability 

of the product to function as a status symbol in the above 

described way rests on two assumptions. First, the exclusive 
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product has to be socially desirable (Blumberg 1974). 

Secondly, the product's ability to function as a status 

symbol for a certain group rests on the extent to which the 

majority of the group's members make similar status 

attributions from the product (Dawson and Cavell 1987). This 

requires that groups be fairly homogeneous and that members 

encode and decode the symbolic meaning of the product in the 

same way (see Belk et al. 1982). According to Eco (1976), 

codes are like languages and they consist of primary elements 

(words, phonemes) and rules ("grammar") for interrelating 

these elements. One can think of consumption as a learned 

behavior with rules similar to the rules of a language. 

Groups that differ in their lifestyles, differ in their 

"consumption codes." Thus, they speak different "consumption 

languages." Wi thin groups, however, the consumption language 

is the same. For example, according to the consumption 

language of the target group, the exclusive, high priced 

product does not convey status differentiation within the 

group, whereas according to the consumption language of the 

outside group it does. For the purposes of this research we 

base the development of the models and the hypotheses in the 

next sections on the premise that the two assumptions a:ce 

met. 

The increased desirability of scarce items has also been 

explained from psychological perspectives. For example, the 
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uniqueness theory of the self (Fromkin 1970) states that 

people have an intrinsic need for uniqueness and some sense 

of specialness. The possession of a scarce resource such as 

a limited-edition brand provides a valued sense of self

uniqueness (Snyder 1992). Other researchers have also 

provided individual level, psychological explanations of such 

scarcity phenomena (Lynn 1992). The explanations invoke 

somewhat different mechanisms. However, they are consistent 

with the idea (Study 1) that a limited-edition product is 

perceived as more desirable, commands a price premium and 

allows for potential transfer of its exclusivity goodwill to 

products lower in the brand line. These explanations can also 

be reconsiled with the notion in Study 2 that an expensive 

brand is perceived as more desirable due to its exclusivity 

and ability to discriminate status among different groups. 

1.3 Overview of the "Dissertation Studies 

In summary, this dissertation focuses on products which 

achieve exclusivity either through a limited supply strategy 

or through a high price strategy and as a consequence 

function as status symbols. Chapters 2 and 3 focus on 

exclusivity based on limited supply. We develop an economic 

model based on the behavioral phenomenon of the transfer of 

exclusivity goodwill from a limited-edition, upper-end 

product to its lower-end counterpart in a brand line. This 
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model is then used to explore optimal management decisions. 

The phenomenon may be intuitively explained by invoking 

two processes. First, the deliberately limited supply of the 

upper-end product H turns it into a status symbol and makes 

it more desirable. We model this increased desirability as 

an upward shift of the demand curve for H. Thereafter, some 

of this exclusivity goodwill transfers from the upper-end 

product H to other lower-end products in the brand line. This 

transfer of exclusivity goodwill in turn enhances the 

desirability of the lower-end product L. This enhanced 

desirability is modeled as an upward demand curve shift. The 

exclusivity goodwill transfer is facilitated by the existence 

of an association between Hand L due to either a common 

brand name or by the the development of such associations 

through other marketing mix influences. The expectation is 

that the stronger the association between H and L, the higher 

the exclusivity goodwill transfer from H to L. 

The behavioral assumptions of the model are tested in 

an experimental setting. We manipulate the supply of an 

upper-end product and measure the goodwill transfer to a 

lower-end product in the brand line. The level of goodwill 

transfer is assessed relative to a similar two-level product 

in a different brand line where no supply limitations exist 

for the upper-end counterpart. Additionally, we manipUlate 

the consumption motivation (symbolic versus functional) and 
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the consumption situation (public versus private) to explore 

variables that are hypothesized to influence the level of 

exclusivity transfer. The experiment is replicated for two 

product types, watches and wine. 

Chapters 4 and 5 focus on exclusivity based on high 

price alone. We model this by using an extension of the Bass 

model, capturing the interdependence of the brand I s diffusion 

in two populations. Exclusivity and devaluation effects on 

the brand are modelled using a price sensitivity parameter 

(imitation/devaluation parameter). The parameter value is a 

function of the social distance between the two populations. 

We use a simulation to determine the profit-maximizing price 

given the simultaneous diffusion in the two populations. We 

also use a simulation to examine the effects of various 

relative sizes of the populations as well as the effects of 

various social distances between them on the profit

maximizing price. 

The behavioral assumptions of the model are also tested 

in an experimental setting. In this empirical work, we 

manipulate the relative diffusion of the brand in the two 

populations as well as their social distance. We measure the 

effects of these manipulations on the preference for the 

product relative to the one of a similar product. 

1.4 Organization of the Dissertation 

The remainder of the dissertation is organized as 
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follows. In Chapter 2, we fo~ulate a mathematical model of 

exclusivity based on limited supply of an upper-end product 

and its transfer to a lower-end product extension in the 

brand line. We also present the behavioral hypotheses that 

follow from the model. In Chapter 3 we report an empirical 

study to test these hypotheses. We describe the methodology, 

present the study results and conclude by discussing the 

findings. 

The second part of the dissertation focuses on 

exclusivity based on high price. In Chapter 4 we develop a 

model of simultaneous diffusion in two linked populations. 

We explore the managerial implications that stern from the 

model and present a set of behavioral hypotheses for test. 

In Chapter 5 we describe an empirical study to test these 

hypotheses. We also present and discuss the results. Finally, 

Chapter 6 summarizes the key insights derived from the two 

studies and suggests areas for future research. 



2. PRICE AND OUANTITY DECISIONS FOR A LIMITED-EDITION 

BRAND: MODEL AND HYPOTHESES 

2.1 Model Assumptions and Development 

30 

In this Chapter we present a mathematical model of 

exclusivity based on limited supply of an upper-end product 

and its transfer to a lower end extension in the brand line. 

Thus, two products share the same brand name. The upper end 

product H is targeted to higher income consumers and its 

supply is limited. The lower end product L is targeted to 

lower income consumers. Moreover, the limited edi tion produc t 

H is socially desirable, functioning as a status symbol. 

We assume that H and L are associated in the consumer's 

mind due to both the shared brand name and marketing 

activities. This association allows for some goodwill 

transfer from H to L. For the time being, we assume that 

there are no reciprocal transfer effects from L to H. 

H is assumed to have a linear demand function: PO=a1-

b1QO. The firm can manipulate two variables, supply and price. 

Other elements of the marketing mix are assumed fixed. 

The firm chooses a supply level Qo and a price Po for the 

high end product H. The brand's perceived exclusivity is 

determined by the combination of Qo and Po relative to the 
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shape and location of its demand-price curve. The exclusivity 

due to limited supply increases the perceived value of the 

product for the consumer by turning it into a status symbol. 

This increase in perceived value results in an upward shift 

of the product's demand curve. This is reflected in a price 

premium in the secondary market. The above behavioral 

hypothesis is illustrated in Figure 1. 

Do is the original demand curve that would operate if no 

exclusivity perceptions were created for H. However, the 

stated supply limitation of Qo essentially creates a 

perception of exclusivity and makes the pr~duct more 

desirable. This desirability raises the imputed price of H 

to Pl. Thus, for the fixed supply level Qo the realized demand 

is as if the demand curve had shifted upward by ~PH .to the 

line denoted by D1 • 

The shift reflects the aggregate increase in the brand's 

desirability due to its perceived exclusivity for the 

specific "restricted" supply level Qo • However, as the 

"restricted" supply level Qo changes, the extent of the 

upward shift of the demand curve also varies. Perceived 

exclusivity increases along with the consumers' perceived 

value as the supply level is "restricted" at lower values of 

Qo• Thus the price premium ~PH increases as Qo declines. We 

assume that this relationship is linear. The line denoted by 

~ above the price-demand curve in Figure 1 traces the locus 
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of the price level which results from restricting supply at 

different levels of Qo • The highest price premium is obtained 

for Qo=1 and there is no price premium at Qo = a1/b1. Thus, ill) 

defines the locus of prices for all values of Qo between 1 

and a1/b1. 

ill) may also be viewed as the demand curve for the resale 

Ir.urket. The gap between Do and ill) represents the price 

premium for the corresponding supply quanti ties Qo • Thus, 

this new demand curve ill) is defined by: 

~PH + Po = " - ~Qo ( 1 ) 

Substituting for Po, the price premium is given by: 

~PH = " - al - (~ - bd Qo , ,,> all ~ > b 1 ( 2 ) 

and a~PHI a" > 0, a~PHI aQo <0. 

Since ~PH = 0 for Qo = a1/b1 we conclude that: 

"/~ = a1/b1 (3) 

Thus, since a1 and b1 are fixed, equation (3) shows that the 

intercept" (the maximum price on ill)) determines the slope 

~ of ill). 

Consistent with the literature (Bearden and Etzel 1982) , 

we hypothesize that the magnitude of " depends on both the 

consumption motivation and the characteristics of the 

consumption situation. First, products consumed for 

utilitarian (Le. functional) purposes have less status 

symbolism potential relative to products whose consumption 
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is driven by symbolic motivations. Consequently, the former 

will receive a lower exclusivity "burst. II In other words, 

products consumed for utilitarian purposes will command a 

lower price premium in the secondary market when their supply 

is equivalently restricted. 

Second, products consumed in public are more visible and 

hence more conducive to serving as status symbols (Eisenstadt 

1968; Dawson and Cavell 1987). The public/private distinction 

is similar to Bourne's (1957) concept of the conspicuousness 

of product consumption. Bourne defined conspicuousness as 

capturing two factors: private versus public and luxury 

versus necessity. These two factors were also used by Bearden 

and Etzel (1982) to operationalize the term, and were adapted 

by Brinberg and Plimpton (1986). However, in contrast to 

these authors, we look strictly at the difference between 

private and public consumption situations. We argue that 

publicly consumed products should command a higher price 

premium in the secondary markets ·relative to products 

consumed privately. 

To incorporate these ideas in the model, we define a 

variable u that indicates the utilitarian (versus symbolic) 

nature of the consumption purpose. Higher values of u denote 

more utilitarian (versus symbolically) motivated consumption. 

Similarly, we define a variable s that indicates the public

private nature of the consumption situation. Higher values 
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of s denote a more publicly-oriented (versus privately

oriented) consumption situation. Thus, the intercept ~ may 

be modeled as: 

~ = f(u, s) with a~/au < 0 and a~/as > 0 . 

The upward shift of the demand curve from Do to Dl also 

reflects an unmet demand AQH at the price level Po. Both APH 

and AQH are indicators of the product's increased 

desirability due its exclusivity. The price premium APH and 

the unmet demand AQH are related as follows: 

APH = AQHb1 (4) 

2.2 Transfer of Exclusivity Goodwill 

In order to transfer exclusivity goodwill down the 

product line, the firm needs to have relatively strong 

associations between the limited edition product ·H and 

products that are lower in the brand line (i.e. L). Such 

associations may stem from a shared brand name or may be 

produced by marketing mix linkages that are created for a 

strategic purpose. We hypothesize that this association will 

result in the transfer of some of H's exclusivity goodwill 

to L. This transfer of exclusivity goodwill makes the lower 

end product more desirable and increases its demand relative 

to its normal baseline level. We model this incremental 

demand due to the transfer of exclusivity goodwill as AQL' 

where: 

(5 ) 
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where y is the exclusivity transfer multiplier, y > o. 

The parameter y controls the extent to which status 

symbolism transfers from the limited edition product H, to 

its lower end counterpart in the line, L. This parameter may 

be seen as reflecting the strength of association between H 

and L. It is specific to the brand and is determined by the 

perceptions of Lis customers regarding the social distance 

between them and the group(s) identified as the customers of 

H. For the purposes of this study, we hold fixed the social 

distance and hence treat y as a constant. 

The constrained supply of the limited edition product 

results in some revenue loss, but incremental revenues are 

also gained from the upward shift in demand for the lower end 

item due to the exclusivity transfer. This sets up the 

optimization problem. The manager must jointly determine the 

supply level and the price for the limited edition product 

as well as the price of the lower end counterpart that 

maximize total profits. We consider two cases. In the first, 

the price PL in the lower-end market is fixed due to market 

conditions. In the second case, the firm can manipulate both 

the price and the quantity of the lower end product. 

2.3 Case 1: Exogeneous Lower-End Market Price 

We assume in this case that the price PL in the lower 

end market is exogeneously fixed by market conditions. This 
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would be true in a highly competitive market where individual 

producers cannot directly affect the market price. As a 

result, the firm has little latitude in terms of the price 

that it can set. The manager's problem then is to select the 

optimal level of supply QH for the limited edition product 

that maximizes aggregate profits in both markets. The 

maximization problem is: 

Max II = PH ( QH) -CH ( QH) ] QH + [ PI. ( QI. + Y ~QH) -CI. ( Qu + Y ~QH) ] [QI. + Y ~QH] ( 6 ) 
QH 

subject to QH ~ O. 

For constant unit costs CH and Ct., and a linear demand curve 

the maximization can be expressed as: 

Max II = [a1 - b1QH - CH] QH + [Pt. - CI.] [QI. + Y~QH] 
QH 

Substituting for ~QH using equations (2) and (4) we get: 

(7) 

Max II = (a1-b1QH-CH)QH + [PI.-CI.] (QI. + Y[11-al-QH(/;-b1)] /b1} (8) 
QH 

The optimal supply for the limited edi tion brand H is 

obtained by setting 

aII/aQH = 0 and solving for QH* . We get: 

QH* = [a1 - CH] /2b1 + [PI. - Cd Y [1 - ~/bd /2b1 

or by substituting ~ with 11 using equation (3): 

(lOb) 

(lOa) 

The first term [a1 - CH] /2b1 is the optimal quantity for 

a monopolist operating only in the upper end market. However, 
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this is not the optimal quantity if we consider both markets 

simultaneously. The second term [P~ - C~]y[l - ~/al]/2bl is 

negative since ~ > ale It represents the extent of the 

deliberate supply restriction that the firm imposes relative 

to the monopolist's optimal supply in the high end market so 

as to maximize profits in both markets. 

Notice that oQH"lo~ < 0, implying that, ceteris paribus, 

the greater the potential price premium in the secondary 

market, the more the firm must restrict the supply of the 

limited-edition product to maximize profits. Since the 

potential price premium is reflected by the intercept ~, and 

~ depends on the consumption situation characteristics (~ = 
f(u, s», we get oQH/ou > ° and oQH/os < 0, implying that, 

ceteris paribus, the more utilitarian (versus symbolically 

motivated) the consumption situation, the less the firm must 

restrict the supply of the limited-edition product. By a 

similar logic, the more public (versus private) the 

consumption situation, the greater the supply restriction the 

firm must impose for the limited-edition product other things 

being equal. 

In addition we have oQH/oy < 0, which indicates that the 

greater the exclusivity transfer multiplier, the more the 

firm must restrict the supply of the limited edition brand 

to maximize profits, other things being equal. Similarly, 

oQHloP~<O, i.e. the higher the price for the low end brand, 
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the greater the need to restrict the supply of the limited 

edition brand. Finally, aQH/aC~ > 0 implies that the greater 

the cost of the low end item, the greater the supply of the 

limited edition brand. 

2.4. Case 2: Endogeneous Lower-End Market Price 

We now consider the case where price in the lower end 

product market is not fixed exogeneously, but the loer end 

product faces the following price-demand curve: P~ = a2 -

b2Q~. The optimization problem is to determine simultaneously 

the optimal supply levels QH*, and Q~* for both the upper end 

and the lower end products so as to maximize total profits. 

This maximization problem is: 

Max n = [PH(QH) -CH]QH + [P~(Q~ + yAQH) - C~] [Q~ + yAQH]' (11) 
QH,Q~ 

subject to: QH ~ 0, and Q~ ~ 0 

Supply restrictions in the high end market are 

postulated to have the same effects as before, with AQH 

representing the extent of supply restriction of brand H 

relative to its normal demand level. We assume that the unit 

costs CH, and C~ are constant, independent of each other, and 

are unaffected by production levels. This simplifies the 

solution without compromising the basic conceptual insights. 

The transfer of exclusivity goodwill from H to L results in 

an upward shift in the demand curve of L. This shift is: 
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(12) 

Thus, the equation for price-demand in the lower end 

market after the goodwill transfer is: 

(13) 

where the term a 2 + y~PH is the new intercept. 

Substituting for PL in (11) with equations (13), (2), 

and (4), we get: 

Max Il = (al-CH-b1QH)QH + {a2 -CL + Y[1'\-a1-QH<l;-b1)]-b2QdQL 

(14) 
QH' QL 

By setting 

all/aQH = a1 - CH - 2b1QH - QL(l; - b1)y = 0 (15) 

all/ aQL = a2 - CL + Y [1'\ - a1 - QH (l; - bd] - 2b2QL = 0 (16) 

and by solving for QH and QL' we get the optimal supply for 

the upper end market QH*: 

QH* = (a1 - CH ) /2b1 (17a) 

or by substituting l; with 1'\ using equation (3): 

(17b) 

The first term is the monopolist's optimal supply under 

no exclusivity goodwill transfer. As in the previous case, 

the second term is negative and determines the number of 

units by which the firm must restrict the supply of H in the 

upper end market relative to the monopolist's optimal supply 

in order to reap the optimal benefits given the transfer of 

exclusivity goodwill from H to L. As in the previous case, 
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aQH* lay < 0, indicating that the greater the exclusivity 

transfer parameter y, the greater the degree to which the 

firm must restrict the supply of the upper end product. 

Similarly, aQH*/a~ < 0 indicating that the greater the 

potential price premium, the more the firm must restrict the 

supply of the upper end product H. Also, as in the previous 

case of a fixed lower-end product price, aQH*/au > 0, 

indicating that the more utilitarian (versus symbolically 

motivated) the consumption situation, the lower the extent 

of restriction on the supply of the limited-edition product. 

Similarly, since aQH*/as < 0, the more public (versus 

private) the consumption situation the more the firm should 

restrict the supply of the limited-edition product. 

Equation (17) also shows the relationship between the 

two optimal supply levels for both markets. Thus, since 

aQH*/Qu* < 0, as the optimal supply for the lower end market 

goes up, the optimal supply for the upper end market goes 

down. The optimal supply level for the lower end market is 

determined by solving equations (15) and (16). Expressed in 

terms of ~, Qu* is given by: 

Qu *= [2b1 (a2-Cu) + yb1 (~I a1-l) (a1+CH) ] I [4blb2-y2b12 (~I a1-l) 2] 

(18) 

with aQu*/ay > 0 indicating that the greater the exclusivity 

transfer multiplier, the greater is the optimal supply level 

for the lower end brand. 
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We can also see that aQI, * Ian > 0 indicating that the 

greater the potential price premium, the higher the firm must 

set supply level for the lower-end product. Since n = f (u, s) , 

we have aQI,*/au < 0 and aQI,*/as > O. This indicates that, 

ceteris paribus, the more utilitarian (versus symbolically 

motivated) the consumption situation, the lower the optimal 

supply level for the lower-end product. However, the more 

public (versus private) the consumption situation, the higher 

the optimal supply level for the lower-end product. 

2.5 Hypotheses for Empirical Tests 

The normative models developed in the previous section 

are predicated as a set of behavioral assumptions regarding 

the nature of exclusivity phenomena. We assume that the more 

restricted the supply of the limited edition product, the 

greater the unmet demand AQH and hence, the greater its 

perceived exclusivity as reflected in the price premium APH • 

Hence, for a given value of 1, the lower the supply of the 

upper end product Qo' the higher the exclusivity transfer to 

the lower end product. Since the value of the normative model 

rests on the validity of the behavioral assumptions, we state 

them as formal hypotheses and test them empirically. 

The baseline hypothesis states that limited supply of 

a product in an upper level market at will increase 

preference for a product at a lower level in the same brand 



43 

line. Using Hand L to denote the upper and lower end 

products respectively, we have: 

H1: L will have a significantly greater demand when the 

supply of H is limited compared to the case where 

the supply of H is not limited. 

As discussed previously, the literature (e.g. Bearden 

and Etzel 1982), suggest that the exclusivity of the limited

edition product as reflected by the price premium APH =f (u, s) , 

is expected to vary depending on a number of factors related 

to the consumption situation. These factors, in turn, will 

affect the magnitude of the exclusivity goodwill AQL 

transferred to the lower end brand. 

The first factor is the consumption motivation, 

conceptualized in terms of being utilitarian (i.e. 

functional) versus symbolically motivated. As discussed 

previously, consumption situations where the underlying 

motivation is utilitarian are unlikely to support significant 

exclusivity transfer relative to situations where the 

consumption is symbolically motivated. Consequently, 

exclusivity transfer and demand for the low-end product in 

the brand extension is expected to be greater under symbolic 

versus functional motivation. 
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H2: When the supply of H is limited, the exclusivity 

goodwill transfer to L and the consequent increase in 

demand for L will be significantly greater when the 

consumption purpose is more symbolically than 

functionally motivated. 

The second factor is the visibility of the consumption 

activity conceptualized in terms of a public versus private 

consumption situation. The transfer of exclusivity goodwill 

is expected to be higher when the consumption occurs more 

publicly than more privately. Although individual differences 

in proclivity for conspicuous consumption may moderate this 

effect, exclusivity transfer and demand for the lower end 

brand extension expected to be greater when the consumption 

situation is more public versus private. Thus: 

H3: When the supply of H is limited, the exc·lusivity 

goodwill transfer and consequently the demand for L will 

be significantly greater when the consumption situation 

is more public than when it is more private. 

The literature does not speak to the issue interaction 

effects between consumption motivation and consumption 

situation. However, we believe that an ordinal interaction 

may be likely such that for the low end brand extension, the 
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difference in exclusivity transfer and demand between public 

and private consumption situation is greater when the 

consumption motivation is symbolic versus functional. We test 

for this possibility in the empirical work. The next chapter 

presents the details of the experiment conducted to test 

these hypotheses formally. 
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3. EXCLUSIVITY TRANSFER FOR LIMITED EDITION PRODUCTS: 

AN EXPERIMENTAL INVESTIGATION 

3.1 Experimental Design 

The baseline hypothesis (H1) presented in Chapter 2 

postulated that the demand for a low end product in a brand 

line will be greater when a high end product in the line is 

in limited (versus unlimited) supply. This was predicated 

under the assumption that supply limitations create a 

perception of exclusivity for the high end product that then 

transfer to the low end product through brand name 

association. Two additional hypotheses were also offered 

regarding the extent of exclusivity transfer to and ·demand 

for the lower end brand, as a function of consumption 

motivation and consumption situation. In this chapter we 

describe how these three hypotheses are tested 

experimentally. A three factor, between subjects design is 

used and the study is replicated for two products, watches 

and wine. The three factors and their respective levels are: 

supply, (limited versus unlimited) of the upper-end brand; 

consumption motivation (functional versus symbolic); and 

consumption situation (private versus public) . 

Subjects were asked to participate in a situation 

involving the selection and purchase of a gift for a sibling 
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(watch) or a colleague (wine). The recipients' persona were 

described in the scenario which also embedded cues designed 

to manipulate consumption motivation (functional versus 

symbolic). The description of the usage situation was also 

manipulated to suggest either private or public consumption 

of the gift. 

The subjects' primary task involved the choice of a 

brand from among a set of four products AL and AH, and BL and 

BH. AH and BH were the upper end products of brands A and B, 

and AL and BL were the respective lower end counterparts. 

Initially, subjects examined product descriptions designed 

to suggest that the two products at each level had equivalent 

quality and price. However, in the decision task, subjects 

were told that due to budget limitations they could not 

afford products AH or BH, and that they would have to choose 

from the lower end products AL or BL. In the treatment 

conditions, AH was described as a limited edition product 

whereas BH had no supply limitations. Watches and wine were 

used as the two stimulus product categories for the study. 

Watches 

For the watch category over 50 watch print 

advertisements in newspapers and magazines were used to 

generate a list of key watch attributes. Using this list, the 

descriptions of the four watches were developed keeping the 

quality and price of the two products about equal at each 
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level, e. g. the high end (AH and BH) and the lower end 

extension (AL and BL) . 

The descriptions were organized such that the two 

products in each brand line were presented together. Two 

fictitious brand names, Pheoton and Nigiren, were used. The 

subjects were told in the written instructions that the 

descriptions were based on real products (see Background in 

Appendix A) but that the names were fictitious. For each 

brand line, the product description started with a general 

statement about the watch company, its history and tradition. 

Thereafter, the high end watch was described (AH = Pheoton 

Monarch and BH = Nigiren Royale), followed by the lower end 

watch description (AL = Pheoton Chronometer and BL = Nigiren 

Timestar; Appendix B). The products in each brand line were 

presented together so as to induce the subjects to think in 

terms of brand names across products as opposed to individual 

watches. This is consistent with the way companies promote 

limited supply high end products. 

Each stimulus product was pretested to determine its 

baseline attractiveness relative to the other branded product 

at the corresponding line level (e.g. AH versus BH and AL 

versus BL). Ideally, we wanted the stimuli at their 

respective line levels to be equally attractive, (e.g. AH = 
BH and AL = BL). Two attractiveness measures were used. 

First, subjects rated the overall desirability of AH relative 
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to BH and of AL relative to BL using seven point scales (1 

= less desirable and 7 = more desirable). Second, subjects 

allocated 100 points between AH and BH (and between AL and 

BL) so as to reflect their relative likelihood of purchasing 

them. 

Thirty-seven business undergraduates (24 seniors and 13 

juniors) at a southwestern university in the southwest 

participated in the pretests. The group consisted of 24 males 

and 13 females with an average age of 22.6 years. Table 1 

sununarizes the outcomes of the pretests (LKPR = purchase 

likelihood, and DES = desirability of Pheoton relative to the 

Nigiren) . 

Pheoton 
Monarch 
(AH) 

LKPR 47.17 

DES 4.56 

TABLE 1: Stimuli Pretests 

High end 
Nigiren 
Royale 
(BH) 

Low end 

52.83 

Pheoton 
Chronometer 
(AL) 

43.56 

4.59 

Nigiren 
Times tar 
(BL) 

56.47 

The data suggest that the two high end and low end 

products are fairly close in terms of attractiveness. The 

Pheoton Monarch was designated as the limited-supply product. 

A passage mentioned that only 300 of them were produced and 

the phrase "limited edition" was added in front of the 
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Pheoton Monarch name every time it was mentioned (see 

Appendix C). The description of the comparison product in the 

Nigiren line remained the same as in Appendix B. 

Four consumption settings were created by crossing the 

two levels of the consumption motivation factor (functional 

and symbolic) with the two levels of the consumption 

situation factor (private and public). In one other condition 

(control), no explicit description was provided of the 

consumption situation and the consumption situation. The 

general scenario was the same across all treatment 

conditions. The gift recipient was described as the subj ects ' 

brother who is a jogger who runs every day and would value 

a watch that he could use during his runs. 

Consumption motivation was manipulated by describing the 

role of the watch in projecting the recipient's self image 

as either a person of good, refined taste (symbolic 

motivation) or as a serious athlete (functional motivation) . 

Consumption situation was manipulated by describing the 

nature of the recipient's running, e.g. solitary runs 

(private situation) versus runs with his colleagues (public 

situation). In· the private situation, the self image was 

reinforced to himself, whereas in the public situation, the 

self image was projected to his colleagues. Appendix D 

provides the task instructions for all four treatment 

conditions and the control. 
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Wine 

The experiment was replicated using wines as a second 

stimulus category. Over 100 wine descriptions from the Wine 

Spectator and reviews from the New York Times were used to 

generate a list of key wine attributes. using this list, 

descriptions were developed for four wines, two at the high 

end (AH and BH) and the two at the lower end (AL and BL). Two 

fictitious winery names, (Cleos Estate Winery and Chateau 

Adele Winery) were used. The subjects were told that the 

descriptions were based on real products, but that the actual 

brand names were fictitious (see Appendix A) . For each brand, 

the product descriptions started with a general statement 

about the winery, its history and tradition. Then, the high 

end wine was described (AH = Chateau Adele Cabernet Sauvignon 

and BH = Cleos Estate Cabernet Sauvignon), followed by a 

description of the lower end wine (AL = Chateau Adele Merlot 

and BL = Cleos Estate Merlot) in the brand line (see Appendix 

E). As with the watches, the format was designed to induce 

the subjects to think in terms of brand names across products 

as opposed to individual wines. 

The wine stimuli were pretested using the same format 

as for the watches. Twenty-one business undergraduates (12 

seniors and 9 juniors) at a southwestern university 

participated in the pretests (12 males and 9 females, average 

age of 22.1 years). As Table 2 shows, the two products at 
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each end were approximately equivalent in attractiveness. 

LKPR 

DES 

TABLE 2: Stimuli Pretesting 

High end 
Chateau 
Adele 
Cabernet 
Sauvignon 
(AH) 

53.3 

4.14 

Cleos 
Estate 
Cabernet 
Sauvignon 
(BH) 

46.7 

Low end 
Chateau 
Adele 
Merlot 

(AL) 

47.6 

4.23 

Cle:::s 
B:ta:e 
M3:1d: 

(BL) 

52.4 

Appendix E shows the descriptions of the four wine 

products. The Chateau Adele Cabernet Sauvignon was designated 

as the limited supply product. Subjects in the treatment 

groups were told that only 4800 bottles of the wine had been 

produced and the phrase "limited edition" was placed before 

the Chateau Adele Cabernet Sauvignon name every time it was 

mentioned (Appendix F). The description of the Cleos Estate 

line remained the same (Appendix E) . 

The four consumption settings were formed by crossing 

the two levels of the consumption motivation factor 

(functional and symbolic) with the two levels of the 

consumption situation factor (private and public). The 

general scenario was the same across all treatment 

conditions. The gift recipient is the subjects I colleague and 

is a bachelor who lives by himself, is an accomplished cook 
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and enjoys wine with dinner. 

Consumption motivation was manipulated by describing the 

wine I s role in reinforcing the recipient I s self image as 

either a person of good, refined taste (symbolic motivation) 

or as a competent, performance-oriented person (functional 

motivation). Consumption situation was manipulated by 

describing the recipient I s circumstances surrounding the 

dining, i.e. dining alone (private situation) versus throwing 

a large dinner party (public situation). In the private 

situation, the self image was reinforced to himself, whereas 

in the public situation, the self image was projected to his 

dinner guests. As before an additional control group omrnitted 

these descriptions. Appendix G provides the task instructions 

for the four treatment conditions and the control grcup. 

3.2 Measurements 

Dependent variables: 

Three dependent variables measured relative 

attractiveness for the lower end brands AL and BL: 

(a) perceived overall relative desirability (DES) on a 

seven point scale (1 = less desirable and 7 = more desirable) 

(b) likelihood of purchase (LKPR) by allocating 100 

points among the alternatives 

(c) choice (CH) (see questions 1-3 and 10-12 in Appendix 

H for watches and Appendix I for wine) 
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Independent variables and manipulation checks: 

The following manipulation checks were used: 

(a) The supply limitation manipulation was checked using 

7-point scale measures that compared perceptions of 

availability restrictions (AVAL) and difficulty-to-obtain 

(DOBT) for each pair of high end and low end products (see 

questions 19-22 in Appendix H for watches and in Appendix I 

for wine) . 

(b) The functional versus symbolic motivation 

manipulation is checked using 7-point Likert scale measures 

of the nature of the values perceived by the gift recipient 

for each product category. For watches, the functional values 

were accurate timekeeping ability (ACCUR) , and functionality 

(FUNCT). The symbolic values measured were the ability to 

project an image of good taste (IMAGE), as well as styling 

and appearance (STYLE). An additional item directly measured 

the value of the watch for its objective versus image 

properties. For wines, the functional value measures were its 

compatibility with simple tasty dishes (COMSIM), and flavor 

and drinkability (FLAVOR). The symbolic value measures were 

its compatibility with exotic dishes (COMEX), and its ability 

to project an image of refined taste (REF). An additional 

item directly measured the wine's value for its objective 

versus image properties (OBJIMA) (see questions 23-26 and 32 

in Appendix H for watches and Appendix I for wine) . 
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(c) The consumption situation manipulation was checked 

using 7-point Likert scale measures of the gift recipient's 

likelihood of showing (SHOW) and talking about (TALK) the 

gift with his friends. Other measures examined the likelihood 

that the gift will be consumed inconspicuously (INCSP), while 

the recipient is alone (ALONE), and in public versus private 

situations (PUPR) (see questions 27-31 in Appendix H for 

watches and Appendix I for wine) . 

Mediator variables: 

Symbolic and functional perceptions were expected to 

mediate the relationship between supply limitations and 

relative attractiveness. These mediators were measured using 

7-point scales (see questions 4-6 and 13-15 in Appendix H for 

watches and in Appendix I for wine) . The symbolic perceptions 

were: 

(a) relative brand exclusivity (EXCL) 

(b) relative brand prestige (PREST) 

(c) relative ability of the brand to function as a 

status symbol (STAT). 

The functional perceptions were: 

(a) relative quality (FEAT) of brand features 

(b) relative overall brand quality (QUAL) 

(c) relative product performance (PERF) for watches, and 

relative product satisfaction (SATIS) for wine. 
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3.3. Results 

As described above, the experiment contained five cells. 

In four of these cells, the product was indicated to be in 

limited supply. These four cells also embedded a 2x2 

manipulation of consumption motivation and consumption 

situation. The fifth (control) cell, was one in which no 

statements were made about the consumption motivation and the 

consumption situation. In addition, the statement about the 

product being in limited supply was omitted. Thus, the five 

study cells may be labelled as: 

(1) Control (No statements regarding limited supply, 

consumption motivation, or consumption situation) . 

(2) Limited Supply, Functional Consumption Motivation, 

Private Consumption Situation) . 

(3) Limited Supply, Symbolic Consumption Motivation, Private 

Consumption Situation). 

(4) Limited Supply, Functional Consumption Motivation, Public 

Consumption Situation) . 

(5) Limited Supply, Symbolic Consumption Motivation, Public 

Consumption Situation) . 

The absence of consumption motivation and consumption 

situation statements in the control group was treated as 

equivalent to the average of the four treatment conditions 

in which consumption motivation and consumption situation 

were manipulated, we may conduct tests of the main effects 
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of limited supply by a contrast between relative 

attractiveness measures in the control cell and the pooled 

relative attractiveness measures in the four treatment cells. 

To test the effects of supply limitation between the 

symbolic and functional consumption situation, we pool cells 

2 and 4 and compare their means to those of cells 3 and 5. 

This of course assumes that the supply limitation effect is 

common across the settings that were pooled in conducting 

this contrast. 

To test the effects of supply limitation between the 

public and private consumption situation, we pool cells 4 and 

5 and cells 2 and 3, and we contrast their means. This of 

course assumes that the supply limitation effect is 

equivalent in the settings that were pooled in conducting 

this contrast. 

The interaction effect is tested within the four 

treatment (supply limitation) cells 2,3,4, and 5. This too 

depends on similar assumptions as for hypotheses 2 and 3, 

i. e. that the supply limitation factor does not directly 

interact with either one or both of the consumption 

motivation and consumption situation factors. 

3.3.1. Manipulation Checks 

A total of 234 business students from two universities, 

(one northeastern and the other southwestern) participated 

in the study. There were 116 participants in the watch study 
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(56 males, 57 females, 3 non-responses to the gender 

question; mean age 25.2 years) and 118 participants (56 

males, 57 females, 5 non-responses to the gender question; 

mean age 24.2 years) in the wine study. 

Subject' perceptions of task and stimulus realism were 

measured on four 7-point Likert scales. The four questions 

(numbers 33-36 in Appendix H for watches and in Appendix I 

for wine) measured the realism of the stimulus descriptions 

(DESCR), and the gift situation (SITUA), the interest value 

the study scenario (INTER), and the adequacy of the 

description of the recipient's brother's/colleague's 

(ADEQUAT). The scales were anchored by 1 (less interesting, 

less realistic, etc.) and 7 (very interesting, very 

realistic, etc.). 

Table 3 summarizes the scores for both stimuli. 

TABLE 3 : Task Descrigtion Measures 

Watches Wine 

DESCR 4.75 4.54 

SITUA 5.27 5.43 

INTER 4.31 4.24 

ADEQUAT 4.53 4.60 

Mean scores above 4.0 indicate that the subjects 

regarded the choice scenarios and stimuli descriptions in 
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both studies as reasonably realistic and intersting. The 

ratings were stable across the different treatment conditions 

for both product categories . 

. The control group condition stated no supply limitation 

for AH (Chateau Adele Cabernet Sauvignon and Pheoton Monarch 

for wine and watches respectively), whereas subjects in the 

four treatment groups were told that their products had 

supply limitations. The manipUlation is checked by comparing 

the control and the four treatment groups on their scores 

(MANOVA procedure) for the supply limitation measures (AVAL) 

and (DOBT). 

TABLE 4: Limited Supply Manipulation Check for Watches 

Wilks' Lambda 

Cell 2: Functional/Private 

Cell 3: Symbolic/Private 

Cell 4: Functional/Public 

Cell 5: Symbolic/Public 

Pr>F 

0.0116 

0.0034 

0.0153 

0.0306 



TABLE 5: Limited Supply Manipulation Check for Wine 

Wilks' Lambda 

Cell 2: Functional/Private 

Cell 3: . Symbolic/Private 

Cell 4: Functional/Public 

Cell 5: Symbolic/Public 

Pr>F 

0.0038 

0.0012 

0.0024 

0.0001 
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These results show that the subjects consistently 

perceived that the supply of the target product (AH) was more 

restricted in each one of the four treatment groups relative 

to the control group. 

The second factor is the distinction between symbolic 

versus functional consumption motivation. The values for the 

five symbolic/functional measures for watches are marginal 

(Wilks' Lambda F = 1.6294, Pr>F = 0.1614). The problem seems 

to be with the measures of the relative importance of 

timekeepi~g ability (ACCUR) (Pr>F = 0.7793) and function 

(FUNCT) (Pr>F = 0.5835). These two measures describe 

attributes such as good functional features and accuracy in 

timekeeping which can be considered essential in a watch 

regardless of the actual usage motivation. Thus, they may not 

be sensitive enough to measure the underlying consumption 

motivation. By eliminating them and using the remaining three 

measures for the watches we get significant results (Wilks' 
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Lambda F = 2.6909, Pr>F = 0.0514) for the consumption 

motivation manipulation check. The resl..i.: '-.S for the five 

functional/symbolic measures for wine (Wilks' Lambda F = 

5.3145, Pr>F = 0.0003) indicate that the subjects perceived 

that the consumption motivation was different between the two 

descriptions. 

The third factor is the distinction between public and 

private consumption situations. The results for the five 

public/private measures for the watches (Wilks' Lambda F = 
6.9132, Pr>F = 0.0001) as well as for wine (Wilks' Lambda 

F = 9.3948, Pr>F = 0.0001) indicate that the subjects 

perceived the public-private distinction between the two 

consumption situations. 

3.3.2 Hypothesis Tests 

As indicated in our conceptual development (Chapter 2) , 

we expect limited supply of the high-end product in 'the brand 

. line to create exclusivity and status perceptions for the 

brand. This status perception would transfer to the lower end 

product in the line, enhancing its relative attractiveness. 

Thus, a conceptually complete test needs to examine not only 

whether supply limitations enhanced relative attractiveness 

of the corresponding lower end product but also whether the 

increased attractiveness was mediated by exclusivity 

perceptions. Furthermore, one needs to examine and discard 



62 

an alternative hypothesis that supply limitations enhance 

perception of functional quality which, in turn, influences 

relative attractiveness. The three exclusivity measures 

showed significant intracorrelations as did the three 

measures of functional quality. These correlations are shown 

in tables 6a and 6b for watches and 7a and 7b for wine. 

TABLE 6a: Correlation Matrix of Exclusivity 

Measures for Watches 

EXCLUSIVITY 

PRESTIGE 

STATUS 

EXCLUSIVITY 

0.5250 

0.5257 

PRESTIGE STATUS 

0.6283 

TABLE 6b: Correlation Matrix for Functional Ouality 

Measures for Watches 

FEATURES 

QUALITY 

PERFORMANCE 

FEATURES QUALITY 

0.6869 

0.7102 0.6409 

PERFORMANCE 

TABLE 7a: Correlation Matrix of Exclusivity Measures for Wine 

EXCLUSIVITY 

PRESTIGE 

STATUS 

EXCLUSIVITY 

0.4089 

0.3908 

PRESTIGE STATUS 

0.6021 



TABLE 7b: Correlation Matrix for Functional Ouality 

FEATURES 

QUALITY 

SATISFACTION 

Measures for Wine 

FEATURES QUALITY 

0.5977 

0.7456 0.6931 

SATISFACTION 
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The measures were subjected to a principal component 

analysis to extract factors corresponding to the exclusivity 

and functional quality mediators separately for watches and 

wine. The first principal component extracted for each 

product was then used as an indicator of the corresponding 

mediator variable. The percent of variance explained by each 

of the four principal components is shown in table 8. 

TABLE 8: Percent of Variation Explained by 

Exclusivity 

Functional Quality 

Principal Component 

Watches 

0.707 

0.787 

Wine 

0.647 

0.786 

Before we test the hypotheses, we summarize the means 

of all three attractiveness measures for all cells for both . 
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TABLE 9b: Means of the Attractiveness Measures for Wine 

Cell DES 

1: Control 3.994 

2 : Functional/Private 3.750 

3 : Symbolic/Private 4.564 

4: Functional/Public 4.857 

5 : Symbolic/Public 5.254 

DPNT 

-9.244 

-7.00 

18.75 

16.667 

31.2 

Choice 
AL BL 

7 11 

8 16 

16 5 

16 8 

21 4 
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-------------------------------------------------------------

Cells 2-5 4.591 12.636 61 37 

Cells 2 and 4 (functional) 4.375 4.416 24 24 

Cells 3 and 5 (symbolic) 4.940 25.60 37 9 

Cells 2 and 3 (private) 4.255 6.500 24 21 

Cells 4 and 5 (public) 5.060 23.516 37 12 
-------------------------------------------------------------

We begin by testing the main effects hypotheses on each 

one of the three dependent variables. The three dependent 

variables are overall desirability of AL relative to BL 

(DES), relative likelihood of purchase of AL to BL expressed 

as the difference in the 100 point allocation between AL and 

BL (DPNT = points for AL - points for BL), and the number of 

subjects choosing AL and BL (CH). For example, when testing 

the effects of limited supply on relative desirability, the 

model is: 

DES = f(limited supply). 
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The second step is to examine whether the exclusivity 

has a direct effect on the relative attractiveness measures. 

This is done by regressing the exclusivity principal 

component on the corresponding attractiveness measure. For 

example, when testing the effects of the exclusivity mediator 

(EXWA) on relative desirability for watches, the model is: 

DES = f (EXWA) . 

The third step tests for the hypothesized mediation of 

symbolic perceptions by exclusivity. The hypothesis test in 

step 1 is repeated, incorporating the exclusivity principal 

component as an independent variable in the regression. For 

example, for the desirability measure in hypothesis 1 for 

watches the model is: 

DES = f(limited supply, EXWA). 

This test is only meaningful if both effects have been 

found to be significant on their own in steps 1 and 2. If the 

effects of limited supply are not significant in this model, 

but the effects of the exclusivity mediator are, then we 

conclude that the limited supply effect is fully mediated by 

the exclusivity perceptions. If the effects of limited supply 

are significant even in the presence of the exclusivity 

mediator, we conclude that the effects of limited supply are 

partially mediated by exclusivity perceptions. 

Step four is similal to step 2, the difference being 

that we now test for the effects of the functional quality 
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mediator on attractiveness. This is done by regressing the 

functional quality principal component on the corresponding 

attractiveness measure. For example, for the desirability 

measure for watches the model is: 

DES = f (FQWA) . 

Finally, step 5 is a test for hypothesis effects with 

mediation of functional quality perceptions. It is identical 

to step 3 ecept that functional quality perceptions are 

tested as the mediator rather than the exclusivity 

perceptions. The model for desirability in hypothesis 1 for 

watches is: 

DES = f{limited supply, FQWA). 

We follow the above five steps for each hypothesis first 

with watches and then with wine. This section presents only 

the results of the tests and the conclusions in terms of the 

main and mediating effects. The discussion of these results 

follows· in section 3.4. 

Hl Tests for Watches 

We tested for the effects of limited supply by 

contrasting between relative attractiveness measures in the 

control cell and the pooled relative attractiveness measures 

in the four treatment cells. The effect of limited supply on 

relative desirability (DES) was significant (F =6.62, df 

=1,113, Pr>F = 0.0114). In step 2 we tested for the effects 
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of exclusivity mediators (EXWA) on desirability and we found 

them significant (F= 46.81, df =1,113, Pr>F = 0.0001). In 

step 3 we looked for the effects of limited supply with the 

exclusivity mediator. The effect of limited supply on DES was 

not significant (F = 1.67, df =1,110, Pr>F = 0.1989), but 

that of EXWA was significant (F=32. 53, df=l, 110, Pr>F= 

o . 0001). Thus, we concluded that the effect of limi ted supply 

on desirability was fully mediated by exclusivity 

perceptions. 

In step 4 we looked for the effect of functional quality 

perceptions (FQWA) on desirability, and found it significant 

(F = 46.57, df = 1,110, Pr>F = 0.0001). In step 5 we looked 

for the effect of limited supply with the functional quality 

mediator included in the analysis. The effect of limited 

supply on DES was significant (F = 5.71, df =1,110, Pr>F = 

0.0185). FQWA was also significant (F = 55.82, df =1,110, 

Pr>F = 0.0001) . Thus, we concluded that the effect of limited 

supply on desirability was partially mediated by functional 

quality perceptions. 

We repeated the same process for the likelihood of 

purchase (DPNT) measure. The effect of limited supply on DPNT 

was significant (F =7.16, df =1,113, Pr>F = 0.0086). The 

effect of exclusivity perceptions on DPNT was also 

significant (F =35.17, df = 1,113, Pr>F = 0.0001). 

We then examined the effects of limited supply with the 
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exclusivity mediator included in the analysis. The effects 

of limited supply on DPNT were not significant (F = 2.4, df 

=1,110, Pr>F = 0.1244), but those of EXWA are (F = 29.34, df 

=1,110, Pr>F = 0.0001). Thus, we conclude that the effect of 

limited supply on likelihood of purchase was fully mediated 

by exclusivity perceptions. 

Next, we looked for the effects of functional quality 

perceptions (FQWA) on DPNT, and we found them significant (F 

= 39.12, df = 1,110, Pr>F = 0.0001). In step 5 we looked for 

the effects of limited supply with the functional quality 

mediator included in the analysis. The effect of limited 

supply on DPNT was significant (F = 5.75, df =1,110, Pr>F 

= 0.0182), and that of FQWA was significant too (F = 57.97, 

df =1,110, Pr>F = 0.0001). Thus, we concluded that the ,effect 

of limited supply on likelihood of purchase was partially 

mediated by functional quality perceptions. 

Finally, limited supply had little effect on the choice 

measure (CH). The effects are not significant (Chi-Square = 
o .82, df =1, Prob = 0.3648). The lack of support for 

hypothesis 1 for the choice measure eliminates the need for 

testing mediating effects. 

Hi Tests for Wine 

We tested the effect of limited supply on the 

attractiveness measures for wine using the same approach as 
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in the watch study. The effect of limited supply on DES was 

significant (F =3.77, df =1,114, Pr>F = 0.0546). The effect 

of exclusivity perceptions on DPNT were also significant (F 

= 31.17, df = 1,114, Pr>F = 0.0001). 

We then looked for the effects of limited supply with 

the exclusivity mediator. The effect of limited supply on DES 

was not significant (F = 3.15, df =1,111, Pr>F = 0.0788). 

However, since EXWI remained significant (F = 38.38, df 

=1,111, Pr>F = 0.0001), we concluded that the effects of 

limited supply on desirability are fully mediated by 

exclusivity perceptions. 

In the next step we looked for the effect of functional 

quality perceptions (FQWI) on DES. This effect was 

significant (F = 96.47, df =1,111, Pr>F = 0.0001). In step 

5 we looked for the effect of limited supply with the 

functional quality mediator. The effect of limited supply on 

DES was significant (F = 6.35, df =1,111, Pr>F = 0.0131), 

as was that of FQWI (F =130.81, df =1,111, Pr>F = 0.0001). 

Thus, we concluded that the effect of limited supply on 

desirability was partially mediated by functional quality 

perceptions. 

The effect of limited supply on DPNT was significant (F 

= 4.52, df =1,114, Pr>F = 0.0357). The effect of exclusivity 

perceptions on DPNT were also significant (F = 52.38 I df 

=1,111, Pr>F = 0.0001). 
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We then looked for the effects of limited supply with 

the exclusivity mediator. The effect of limited supply on 

DPNT was significant (F = 4.73, df =1,111, Pr>F = 0.0317), 

as was that of EXWI (F = 22.05, df =1,111 , Pr>F = 0.0001). 

Thus, we conclude that the effects of limited supply on 

desirability are partially mediated by exclusivity 

perceptions. 

Next, we looked for the effect of functional quality 

perceptions (FQWI) on DPNT, and we found it significant (F 

= 41.93, df =1,111, Pr>F = 0.0001). Finally, we looked for 

the effect of limited supply with the functional quality 

mediator. The effect of limited supply on DPNT was 

significant (F = 3.95, df =1,111 , Pr>F = 0.00493), as was 

that of FQWA (F = 62.64, df =1,111, Pr>F = 0.0001) .. Thus, 

the effect of limited supply on likelihood of purchase was 

also partially mediated by functional quality perceptions. 

Finally, we looked at the effect of limited supply 

on the choice measure (CH). The effect was not significant 

(Chi-Square = 3.27, df =1, Prob = 0.0706). The lack of 

support for hypothesis 1 for the CH measure eliminates the 

need for mediating effects tests. In summary, H1 was 

supported for the DES and DPNT measures in both studies. No 

support was found for the choice measure in either one of the 

two studies. 

These results for hypothesis 1 including the tests for 
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mediating effects of exclusivity and functional quality 

perceptions are summarized for watches and wine in Table 10. 

TABLE 10: H1 Tests for Watches and Wine 

Watches 

DES 

DPNT 

CH 

Wine 

DES 

DPNT 

CH 

Supply 
Effect 

yes 

yes 

no 

yes 

yes 

no 

Excl. 
Mediat. 
(EX) 

yes 

yes 

yes 

yes 

H2 Tests for Watches 

Supply 
Effect 
with 
(EX) 

full 

full 

full 

partial 

Funct. 
Mediat. 
(FQ) 

yes 

yes 

yes 

yes 

Supply 
Effect 
with 
(FQ) 

partial 

partial 

par.tial 

partial 

To test the effects of supply limitation between the 

symbolic and functional consumption motivation we contrasted 

the attractiveness means of cells 2 and 4, with that of cells 

3 and 5. We followed the same pattern as with the tests for 

hypothesis 1 with one exception. We report the results for 

steps 2 and 4 at the beginning since they are identical for 
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all cells. The effects of the exclusivity mediator in both 

watches (EXWA) and wine (EXWI) on all three attractiveness 

measures (DES, DPNT, CH) are significant at the (Pr>F = 

0.0001) level for H2, H3 and H4. Similarly, the effects of 

the functional quality mediator in both watches (FQWA) and 

wine (FQWI) on all three attractiveness measures (DES, DPNT, 

CH) are significant at the (Pr>F = 0.0001) level for H2, H3, 

and H4. Thus, for the rest of this section we report only 

steps 1, 3, and 5. However, the results of all 5 steps appear 

at the summary table at the end of this report of the 

hypothesis tests. 

The effect of consumption motivation on relative 

desirability (DES) was significant (F =6.92, df=1,90, Pr>F 

= 0.0100). In step 3 we looked for the effect of consumption 

motivation with the exclusivity mediator included in the 

analysis. The effect of consumption motivation on DES was not 

significant (F = 2.47, df =1,87, Pr>F = 0.1195), but that of 

EXWA was significant (F=31.77, df=1,87, Pr>F= 0.0001). Thus, 

we concluded that the effect of consumption motivation on 

desirability was fully mediated by exclusivity perceptions. 

In step 5 we looked for the effect of consumption 

motivation with the functional quality mediator included in 

the analysis. The effect of consumption motivation on DES was 

significant (F = 3.92, df =1,87, Pr>F = 0.0507), as was that 

of FQWA (F = 31.48, df =1,87, Pr>F = 0.0001). ThUS, we 



74 

concluded that the effect of consumption motivation on 

desirability was partially mediated by functional quality 

perceptions. 

We examine effects on the likelihood of purchase (DPNT) 

measure in a similar manner. The effect of consumption 

motivation on DPNT was significant (F =17.27, df =1,90, Pr>F 

= 0.0001). We then examined for the effect of consumption 

motivation with the exclusivity mediator (EXWA) included in 

the analysis. The effect of consumption motivation on DPNT 

was significant (F =11.55, df =1,87, Pr>F = 0.0001), as was 

that of EXWA (F = 29.74, df =1,87, Pr>F = 0.0001). Thus, we 

conclude that the effect of consumption motivation on 

likelihood of purchase was partially mediated by exclusivity 

perceptions. 

In step 5 we looked for the effect of consumption 

motivation with the functional quality mediator (FQWA). The 

effect of consumption motivation on DPNT was significant (F 

=14.09, df =1,87, Pr>F = 0.0003), as was that of FQWA (F = 

38.62, df =1,87, Pr>F = 0.0001). Thus, we concluded that the 

effect of consumption motivation on likelihood of purchase 

was partially mediated by functional quality perceptions. 

Finally, we examined at the effects of consumption 

motivation on choice (CH). The effect was significant (Chi

Square = 15.71, df =1, Prob = 0.0001). We then looked for the 

effect of consumption motivation with the exclusivity 
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mediator (EXWA). The effect of consumption motivation was 

significant (Chi-Square = 7.71, df=l, Prob = 0.0055) as was 

that of EXWA (Chi-Square 15.89, df=l, Prob=O.OOOl). Thus, we 

concluded that the effect of consumption motivation on choice 

was partially mediated by exclusivity perceptions. 

In step 5 we looked for the effect of consumption 

motivation with the functional quality mediator (FQWA) 

included in the analysis. The effect of consumption 

motivation on CH was significant (Chi-Square =12.38, df =1, 

Prob = 0.0004), along with FQWA (Chi-Square =17.31, df=l, 

Prob= 0.0000). Thus, we concluded that the effect of 

consumption motivation on choice was partially mediated by 

functional quality perceptions. In summary we find support 

for hypothesis 2 for all attractiveness measures in th~ watch 

study. 

H2 Tests for Wine 

The effect of consumption motivation on relative 

desirability (DES) was significant (F =5.23, df=1,90, Pr>F 

= 0.0245). In step 3 we looked for the effect of consumption 

motivation with the exclusivity mediator (EXWI) included in 

the study. The effect of consumption motivation on DES was 

not significant (F = 0.64, df =1,87, Pr>F = 0.4267). However, 

EXWI had a significant effect (F=20.58, df=l,87, Pr>F= 

0.0001). Thus, we concluded that the effect of consumption 

motivation on desirability was fully mediated by exclusivity 
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perceptions. 

In step 5 we looked for the effect of consumption 

motivation with the functional quality mediator (FQWI) 

included in the analysis. The effect of consumption 

motivation on DES was not significant (F = 0.81, df =1,87, 

Pr>F = 0.3711). However, FQWA had a significant effect (F = 
83.16, df =1,87, Pr>F = 0.0001). Thus, we concluded that the 

effect of consumption motivation on desirability was fully 

mediated by functional quality perceptions. 

We repeated the same analysis for the likelihood of 

purchase (DPNT) measure. The effect of consumption motivation 

on DPNT was significant (F =6.32, df =1,90, Pr>F = 0.0137). 

We then examined for the effect of consumption motivation 

with the exclusivity mediator (EXWI) included ~n the 

analysis. The effect of consumption motivation on DPNT was 

not significant (F =1.61, df =1,87, Pr>F = 0.2081), but that 

'of EXWA was (F = 11.86, df =1,87, Pr>F = 0.0009). Thus, we 

conclude that the effect of consumption motivation on 

likelihood of purchase was fully mediated by exclusivity 

perceptions. 

In step 5 we examined the effect of consumption 

motivation with the functional quality mediator (FQWI) 

included in the analysis. The effect of consumption 

motivation on DPNT was not significant (F =0.02, df =1,87, 

Pr>F = 0.8911), but that of FQWI was (F = 46.63, df =1,87, 
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Pr>F = 0.0001). Thus, we concluded that the effect of 

consumption motivation on likelihood of purchase was fully 

mediated by functional quality perceptions. 

Finally, we looked at the effect of consumption 

motivation on choice (CH). The effect was significant (Chi

Square = 8.51, df =1, Prob = 0.0035). We then looked for the 

effect of consumption motivation with the exclusivity 

mediator (EXWI) included in the analysis. The effect of 

consumption motivation was significant (Chi-Square = 4.44, 

df=l, Prob = 0.0351) as was that of EXWI (Chi-Square 8.00, 

df=l, Prob=0.0047). Thus, we concluded that the effect of 

consumption motivation on choice was partially mediated by 

exclusivity perceptions. 

In step 5 we examined the effect of cons'UInption 

motivation with the functional quality mediator (FQWI) 

included in the analysis. The effect of consumption 

motivation on CH was not significant (Chi-Square =1.18, df 

=1, Prob = 0.2767), but that of FQWI was significant (Chi

Square =20.14, df=l, Prob= 0.0000). Thus, we concluded that 

the effect of consumption motivation on choice was fully 

mediated by functional quality perception. In summary, we 

find support for H2 for all three attractiveness measures 

in the study with wine. 

All results for hypothesis 2 including the tests for 

mediating effects of exclusivity and functional quality 
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perceptions are summarized for watches and wine in Table 11. 

TABLE 11: H2 Tests for Watches and Wine 

Watches 

DES 

DPNT 

CH 

Wine 

DES 

DPNT 

CH 

Cons. 
Motiv. 

yes 

yes 

yes 

yes 

yes 

yes 

Excl. 
Mediat. 
(EX) 

yes 

yes 

yes 

yes 

yes 

yes 

H3 Tests for Watches 

Cons. 
Motiv. 
with 
(EX) 

full 

partial 

partial 

full 

full 

partial 

Funct. 
Mediat. 
(FQ) 

yes 

yes 

yes 

yes 

yes 

yes 

Cons. 
Motiv. 
with 
(FQ) 

partial 

partial 

partial 

full 

full 

full 

To test the effect of supply limitation between the 

private and public consumption situation we pooled the 

attractiveness measures in cells 2 and 3, and contrasted this 

mean with that of cells 4 and 5. The test patterns were the 

asme as those for hypothesis 2. 

The effect of consumption situation on relative 

desirability (DES) was not significant (F =2.73, df=l,90, 
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Pr>F = 0.1023). Hence, additional mediational effects were 

not tested. 

The effect of consumption situation on purchase 

likelihood (DPNT) was also not significant '(F =2.64, df 

=1,90, Pr>F = 0.1078). Thus, no further mediator effects were 

tested. 

Consistent with these results, consumption situation had 

no effect on choice (CH). The effects were not significant 

(Chi-Square = 1.36, df =1, Prob = 0.2435). In summary, no 

support was found for H3 in the watch study. 

H3 Tests for Wine 

The effect of consumption situation on relative 

desirability (DES) was significant (F =10.56, df=1,90, Pr>F 

= 0.0016). In step 3 we looked for the effect of cons~ption 

situation including the exclusivity mediator (EXWI) in the 

analysis. The effect of consumption situation on DES was 

significant (F = 8.15, df =1,87, Pr>F = 0.0054), as was that 

of EXWI (F=20.58, df=1,87, Pr>F= 0.0001). Thus, we concluded 

that the effect of consumption situation on desirability was 

partially mediated by exclusivity perceptions. 

In step 5 we looked for the effect of consumption 

situation with the functional quality mediator (FQWI) 

included in the analysis. The effect of consumption situation 

on DES was significant (F = 8.33, df =1,87, Pr>F = 0.0049), 

as was that of FQWI (F = 83.16, df =1,87, Pr>F = 0.0001). 
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Thus, we concluded that the effect of consumption situation 

on desirability was partially mediated by functional quality 

perceptions. 

We repeated the same pattern of analysis for the 

purchase likelihood (DPNT) measure. The effect of consumption 

situation on DPNT was significant (F =4.08, df =1,90, Pr>F 

= 0.0463). We then examined the effect of consumption 

situation with the exclusivity mediator (EXWI) included in 

the analysis. The effect of consumption situation on DPNT was 

not significant (F =2.67, df =1,87, Pr>F = 0.1059), but that 

of EXWA was (F = 11.86, df =1,87, Pr>F = 0.0009). Thus, we 

concluded that the 

purchase likelihood 

perceptions. 

effect of 

was fully 

consumption situation on 

mediated by exclusivity 

In step 5 we looked for the effect of consumption 

situation with the functional quality mediator (FQWI) 

included in the analysis. The effect of consumption situation 

on DPNT was not significant (F =1.29, df =1,87, Pr>F = 

0.2592), but that of FQWI was (F = 46.63, df =1,87, Pr>F = 

0.0001). Thus, we concluded that the effect of consumption 

situation on likelihood of purchase was fully mediated by 

functional quality perceptions. 

Finally, we examined the effect of consumption situation 

on choice (CH). The effect was significant (Chi-Square = 
3.79, df =1, Prob = 0.0517). Additional analysis showed that 
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when the exclusivity mediator (EXWI) was included, the effect 

of consumption situation was not significant (Chi-Square = 

2.39, df=l, Prob = 0.1224) but that of EXWI was significant 

(Chi-Square 8.00, df=l, Prob=0.0047). Thus, we concluded that 

the effect of consumption situation on choice was fully 

mediated by exclusivity perceptions. 

In step 5 we looked for the effect of consumption 

situation with the functional quality mediator (FQWI) 

included in the analysis. The effect of consumption situation 

on CH was not significant (Chi-Square =1.74, df =1, Prob = 

0.1874), but that of FQWI was significant (Chi-Square =20.14, 

df=l, Prob= 0.0000). Thus, we concluded that the effect of 

consumption situation on choice was fully mediated by 

functional quality perception. In summary, we concluqe that 

H3 is supported for all attractiveness measures in the wine 

study. 

All results for hypothesis 3 including the tests for 

mediating "effects of exclusivity and functional quality 

perceptions are summarized for watches and wine in Table 12. 
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TABLE 12: H3 Tests for Watches and Wine 

Watches 

DES 

DPNT 

CH 

Wine 

DES 

DPNT 

CH 

Cons. 
Situa. 

no 

no 

no 

yes 

yes 

yes 

H4 for Watches 

Excl. 
Mediat. 
(EX) 

yes 

yes 

yes 

yes 

yes 

yes 

Cons. 
Situa. 
with 
(EX) 

partial 

fully 

full 

Funct. 
Mediat. 
(FQ) 

yes 

yes 

yes 

yes 

yes 

yes 

Cons. 
Situa. 
with 
(FQ) 

partial 

full 

full 

The interaction effect is tested within the four 

treatment (limited supply condition) groups (i.e. cells 

2,3,4, and 5). The interaction effect of consumption 

motivation and situation on relative desirability (DES) was 

not significant (F =0.11, df=l,90, Pr>F = 0.7462). Thus, no 

further mediator effects were tested. The interaction effect 

of consumption motivation and situation for the purchase 

likelihood (DPNT) was also not significant (F =0.02, df 

=1,90, Pr>F = 0.8761). Consistent with these results, there 
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was no significant interaction of consumption motivation and 

situation on choice (CH) (Chi-Square = 0.5, df =1, Prob = 

0.4805). In summary, we found no support for H4 in the watch 

study. 

H4 for Wine 

Similar to the results for watches, the interaction of 

consumption motivation and situation on relative desirability 

(DES) was not significant (F =3.25, df=l,90, Pr>F = 0.0749). 

Also, no effect was found on purchase likelihood (DPNT) 

measure (F =0.48, df =1,90, Pr>F = 0.4916). 

Finally, the interaction effect of consumption 

motivation and situation on choice (CH) was also not 

significant (Chi-Square = 0.85, df =1, Prob = 0.3567). No 

further tests for mediation were conducted in any of. these 

cases. In summary, we found no support for H4 in the wine 

study. Table 13 summarizes the results of hypothesis 4. 

TABLE 13: H4 Tests for Watches and Wine 

Watches 

Inter. 
Effect 

DES no 

DPNT no 

CH no 

Excl. 
Mediat. 
(EX) 

Inter. 
Effect 
with 
(EX) 

Funct. 
Mediat. 
(FQ) 

Inter. 
Effect 
with 
(FQ) 
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Wine 

DES no 

DPNT no 

CH no 

3.4. Discussion 

The key hypothesis in this study is that limiting the 

supply for a brand can generate exclusivity goodwill which 

in turn can be transferred down the line to a lower-end brand 

extension. Creating exclusivity by limiting the supply of a 

brand at the high end of a product line can be an effective 

managerial strategy for creating additional demand for a 

brand at the lower end of the same product line. 

Hypothesis 1 

For both watches and wine, hypothesis 1 is supported 

for the desirability and likelihood of purchase measures, but 

not for choice. In general, we can interpret this as a 

support for hypothesis 1 in both product categories, watches 

and wine. The results show that preference increases for the 

lower-end extension of a limited edition upper-end brand 

compared to when there is no supply limitation for the upper

end brand. In the watch study, we find that for both 

desirability and purchase likelihood, this effect is fully 

mediated by eclusivity perceptions. While supply limitations 

may also create some perceptions of functional superiority, 
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this alone does not eplain the enhanced preference. These 

results are consistent with the ideas presented in the 

literature review section. Limited supply creates perceptions 

of exclusivity, prestige and status which, in turn increase 

preference. 

In the wine study, we observe a similar pattern of 

results for the desirability measure. For purchase 

likelihood, the exclusivity mediation is not complete. 

However, the enhanced preference is not fully eplained by 

perceptions of functional superiority. Thus, while the 

evidence for exclusivity mediation is as hypothesized, there 

is consistent evidence that supply limitations may also 

create perceptions of functional syuperiority that could also 

contribute to the increased preference. Moreover, one might 

note that there are other symbolic meanings besides status 

that consumers may associate with scarcity and limited supply 

(e.g. aesthetic quality) that may not have been tapped by our 

exclusivity measures in this study. 

HyPothesis 2 

Hypothesis 2, stated that product attractiveness for the 

lower end extension of a limited supply upper end brand would 

be higher when consumption is symbolically versus 

functionally motivated. This received support in both product 

categories. Supply limitations had a greater impact under 

symbolic consumption motivation for both watches and wine. 
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However, the enhanced attractiveness was derived by different 

patterns of mediating perceptions. 

For watches, the supply limitation manipulation enhanced 

attractiveness more when consumption was symbolically versus 

functionally motivated. The data on mediational patterns 

suggest that for all but one dependent measure, both 

exclusivity and functional superiority perceptions partially 

mediated this difference. ThUS, for this durable product, 

supply limitations appear to have produced perceptions of 

both exclusivity and functional superiority, and these eerted 

separate effects on attractiveness, even when consumption was 

symbolically motivated. In .contrast, for wine, there was 

complete mediation for both exclusivity and functional 

superiority perceptions even when consumptio~ was 

symbolically motivated. This appears to be an anomalous 

result. However, the apparent contradiction may be resolved 

by considering that with a product such as wine, perceptions 

of exclusivity and functional superiority may be highly 

correlated. Hence, that both types of perceptions show 

complete mediation of the consumption motivation effect, may 

simply suggest that these perceptions are highly correlated 

and perhaps inseparable for products such as wines. In fact, 

for wines, respondents may have generated answers to the 

functional quality questions simply based on their 

exclusivity perceptions. Future research needs to examine 
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Hypothesis 3 
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Hypothesis 3 stated that product attractiveness for the 

lower end extension of a limited supply upper end brand would 

be higher when consumption is public versus private. This 

hypothesis was supported for all three attractiveness 

measures in the wine study. However, no such support was 

found in the watch study. 

For wine, the supply limitation manipulation enhanced 

attractiveness more when consumption was public versus 

private. The data on mediational patterns suggest that with 

the exception of the desirability measure, both exclusivity 

and functional superiority perceptions fully mediated this 

difference even in public consumption situations. As w:i,.th the 

hypothesis 2 results for wine that were presented earlier, 

the result appears anomalous at first glance. However, once 

again, . it may simply reflect the possibility that perceptions 

of exclusivity and functional superiority are highly 

correlated in this product category and that their effects 

on attractiveness may not be easily separable. Note that for 

watches, the syupply limitation manipUlation had similar 

effects whether the consumption situation was public or 

private. As such, the issue of differential mediation is moot 

in this product category. nevertheless, these differences in 

mediational patterns across product categories should be 
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Hypothesis 4 
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We find no significant interaction effects between 

consumption motivation and consumption situation for either 

one of the two studies. In other words, limited supply of 

the upper end product increased attractiveness of the lower 

end brand extension. Consumption motivation and consumption 

situation impact this enhanced attractiveness additively. The 

central findings here are that a brand's attractiven~ss can 

be increased by limiting the supply of a high end product in 

the brand line and that this increased attractiveness can be 

transferred down the line to a lower end extension. The 

managerial implication is that supply and pricing decisions 

in one market affect not only the demand for the proquct in 

that market, but also the demand for other products in the 

same line that may be differently positioned. This 

interdependence of supply and pricing across the product line" 

creates the possibility and the importance of optimizing 

profits not just in each market in isolation but for the 

product line as a whole. The corollary is that the price and 

supply decisions that maximize profits only in the upper end 

market in isolation may be suboptimal when interdependences 

are considered in the product line. 

This extend of exclusivity goodwill transfer from a 

limited edition product to a lower end extension in the brand 



89 

line depends on the conditions of the consumption setting, 

specifically the consumption motivation and the consumption 

situation. Under consumption is symbolically (versus 

functionally) motivated, exclusivity strategies based on 

limiting the supply of the high end product are effective in 

increasing the attractiveness of the lower end brand 

extension. The impact of consumption situation was mixed. A 

public consumption situation produced a larger supply 

limitation effect for wine but no significant afformentioned 

effect for watches. the findings suggest that other product 

category differences besides consumption motivation and 

situation may moderate the etend of the supply limitation 

effect. These differenecs will have to be eplored in future 

research. 



4. A MODEL FOR PRICING AN EXCLUSIVE PRODUCT GIVEN 

SIMULTANEOUS DIFFUSION IN TWO GROUPS 

4.1. Model Assumptions and Development 
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We turn in this chapter to a situation where a product's 

exclusivity is secured by a pricing mechanism in contrast to 

the limited supply cases discussed in the two previous 

chapters. In this case, we model the diffusion of a product 

which is targeted to an upper-income group (target group 

denoted by H), but which can also be acquired by another 

lower-income group (outside group denoted by L) for which the 

target group functions as an aspirational group. 

The model assumes the existence of two groups, Hand L 

where H is the aspirational (target) group and L is the 

outside group. The two groups have different demand-price 

elasticities and the product is introduced to both groups at 

the same time. Group H is the product's primary target and 

while the product is available to group L, the price is 

designed to restrict access. Price is held constant over a 

the time horizon which may be thought of as T, the life 

expectancy of the model until the next version is introduced. 

Each customer can buy only one unit during the time horizon 

T, i.e., there is no replacement and no second-hand market. 

Management's goal is to set a price to maximize profits over 

a given time T. 
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The model uses a framework similar to the original 

diffusion model introduced by Bass (1969) as well as related 

extensions (Mahajan, Muller and Bass 1990) . Unlike 

traditional diffusion models that treat the market as one 

group, we segment the market into two sub-groups, H and L, 

and we look at the brand diffusion in each sub-group 

separately. The critical idea in this approach is that the 

diffusion process in these groups is interdependent. As the 

product is adopted by members of group H, members of group 

L associate it with an integral part of the consumption 

pattern of H. The decoding by members of L is that the 

product is a symbol of membership in H. Since H is the 

aspirational group for L, the product's attractiveness among 

members of L will increase. The resul t will be a higher 

adoption rate of the product in L relative to the adoption 

rate in the case without any diffusion of the brand in H. 

.. We first present the mathematical model of the 

interdependent diffusion process in groups Hand L. We then 

define the model parameters and develop then behavioral 

interpetation. The model is a system of two diffusion 

equations based on extensions of the Bass model by 

incorporating price (following Dolan and Jeuland 1981) and 

the relative diffusion in each population. Diffusion in group 

L is given by: 

nr..(t)=[Qr..-Nr..(t-l)] [<Xr..+~r..Nr..(t-1) ]EXP[-Bt.p + Yr..R(t-1)] (1) 
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Diffusion in group H is given by: 

nH (t) = [QH-NH (t-l) ] [~+~HNH (t-l) ] EXP [-BHP-'YH (l-R (t-l) ] (2) 

where 

nL(t), nH(t) = diffusion rate at time t in groups L, H. 

QL. QH' = population of group L, H. 

NL(t-l), NH(t-l) = cumulative adoption at time t-l in group 

L, H. 

1Xr., ~ = coefficient of innovation in groups L, H. 

~L' ~H = coefficient of imitation in groups L, H. 

BL, BH = coefficient of price sensitivity in groups L, H. 

R(t-l) = NH(t-l)/[NH(t-l) + NL(t-l)] = relative diffusion at 

time t-l. 

'YL = coefficient of exclusivity reflecting the product I s 

higher attractiveness for members of group Li it effeGtively 

lowers their price sensitivity. 

'YH = coefficient of devaluation reflecting the product I s 

lower attractiveness for members of group Hi it effectively 

increases their price sensitivity. 

A high R(t) describes a high relative diffusion in group 

H, meaning that most of the product's sales occur in group 

H, whereas the product remains relatively exclusive in L. For 

a given coefficient of exclusivity 'YL' a high R(t) lowers the 

"effective price" increasing the product's diffusion in L. 

On the other hand, for a given coefficient of devaluation 

'YH' a low R(t) raises the "effective price" reducing the 
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product's diffusion in H. 

As mentioned before, the "consumption languages" of the 

two groups and the way they decode the symbolic meaning of 

the product are different. Whereas the product symbolizes 

status differences within L for members of L, its symbolic 

utility for members of H is its ability to differentiate 

their status from members of L. Thus, it is critical for the 

product's utility among consumers in H (the product's target 

market) to remain very exclusive in L. This exclusivity is 

based on price. Unlike other forms of exclusivity, such as 

limited supply, which sets an upper bound on the number of 

units sold, price is an uncertain mechanism. Managers can 

only ascertain if the price has been successful in 

restricting product ownership among members of L by observing 

the product's diffusion in L. As the adoption of the product 

in L increases, the product's ability to differentiate status 

between H and L declines. This lowers the product's symbolic 

utility for members of H. Consequently there is reduced 

product attractiveness and adoption in H. This is captured 

in the model by YH' the coefficient of devaluation. 

The higher adoption in L as a consequence of the high 

adoption of the product in H reflects imitation in L of the 

consumption pattern of H. It is captured in the model by YL' 

the coefficient of exclusivity. 

The nature of the interdependence of the diffusion 
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process in the groups Hand L depends on the values of the 

coefficients of exclusivity and devaluation. These 

coeficients, however are not the same for any two groups H 

and L and depend upon of the relative social positions of the 

two groups. We introduce the concept of social distance to 

capture this idea and argue that social distance may be 

operationa;ized as some combination of the gaps in income, 

education and job prestige between typical members of the two 

groups. This operationalization of social distance could also 

include a subjective group's member's perceptions of how 

close or distant they feel from the typical member of the 

other group. 

Note that the two groups differ not only in terms of 

income and price-demand elasticity, but also in the way they 

interpret the symbolic meaning of the product. Their 

interpretation is affected by the relative adoption of the 

product in the two groups, i.e. if the product remains very 

exclusive in L, members of H interpret it as a symbol that 

differentiates status between the two groups. However, if 

more people in L acquire it, members of H cease to interpret 

it the same way. We argue that in addition to the relative 

diffusion, social distance between H and L influences how 

the product's meaning is decoded. The same level of relative 

adoption of the product in L will be interpreted differently 

by members of H for different social distances 
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between H and L. Figure 2 captures the key elements of the 

interdependence of the diffusion process in these two groups. 

As the social distance between Hand L grows, members 

of H become more sensitive to the product's adoption by 

members of L. In other words, the greater the social distance 

between the two groups, the more they want the product to 

differentiate status between Hand L. This means that the 

coefficient of devaluation 

distance between H and L. 

YH is a function of the social 

The ability of a product to 

function as a symbol to encode status rests on the extent to 

which ownership and consumption of this product is confined 

to desirable, aspirational groups (Dawson and Cavell 1987). 

If the product is appropriated by a group for which it was 

originally not meant (in this case L) then it loses its 

ability to fulfil its original symbolic function. Thus, as 

Goffman (1951) has argued, symbols which become diffused 

across levels of the class hierarchy are "fraudulent," i.e. 

group members are not assured that consumption and ownership 

of these symbols guarantees a certain level of status. 

A similar notion was offered by Blumberg (1974), when 

he wrote that the income redistribution and rising living 

standards have made objects that previously were available 

only to the elite available to a majority of the population 

and has deprived them from their status symbolism. He termed 

this process "Gresham's Law of Social Status Symbols." 
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FIGURE 3: Diffusion in H as a function of H-L Social Distance 

Diffusion 
in H 

:: 

increasing nL 



98 

The upper-income groups' attempt to protect their status 

symbols from the rising purchasing power of other social 

groups may be reflected in the continuous increase in the 

real prices of such items. The examples cited earlier in the 

dissertation were drawn from an article in The Economist and 

such increases in the real prices of status symbols perhaps 

examples of what Fisher (1987) called "restrictive 

mechanisms" for limiting the fraudulent use of goods that 

f.unction as status symbols. Consistent with these ideas, we 

argue that for a given adoption level of the product by L, 

diffusion in H will decline monotonically as the social 

distance between H and L increases (see Figure 3). 

We expect that, up to a point, the product's 

attractiveness and diffusion in L as a function of the social 

distance between H and L will follow the opposite pattern. 

The key here is that as the product is adopted by members of 

H and becomes a symbol of membership in H, consumers in L 

will desire it more. Perceived attractiveness and adoption 

in L will increase monotonically the more H is seen as an 

aspirationa1 group for L (i.e. the greater the social 

distance between H and L). This will be true however, only 

up to some level of social distance. However, beyond this 

level, the social distance between H and L may become so 

large that H's ability to fulfill the role of an aspirationa1 

group declines. This may be because the increased social 
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FIGURE 4: Diffusion in L as a function of H-L Social Distance 
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distance makes it unrealistic or even untenable for people 

in L to join H. For eample, Fussell (1983) described how 

members of the lower middle class aspired to join the upper 

middle class, but not the upper class. In summary, we argue 

that for a given diffusion level of the product in H, its 

adoption in L will increase with increasing social distance 

between H and L. However, beyond a certain level of social 

distance between H and L, adoption in L will decerease with 

increasing social distance (see Figure 4). 

4.2 Simulation for optimal Price 

Returning to our model, Equations 1 and 2 described the 

proposed diffusion process in the two groups L and H 

respectively. Moreover, the preceding discussion established 

that the coeficcients of devaluation and exclusivity were 

likely to be functions of the social distance between H and 

L. The coefficient of devaluation would vary with social 

distance, reflecting the expectation that for any diffusion 

level of the product in L, the product's attractiveness for 

members of H would decline with increasing social distance 

between H and L. The coefficient of exclusivity would vary 

with social distance such that for any diffusion level of the 

product in H, the product's attractiveness for members of L 

would first increase with increasing social distance. 

However, after a point, the product's attractiveness for 

members of L would decline with increasing social distance. 
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The model does not have an obvious analytical solution 

in closed form. Hence, we conducted a set of simulations to 

explore the properties of the model. The manager's problem, 

in the light of the phenomena described, is to determine the 

optimal price, i.e.,the price that will maximize the present 

value of the profits during the plannind horizon T. 

Maximize IT = ~(l+i)-t 1t(t), t=l, ... ,T (3) 

1t(t) = [P - C(t)] [nt.(t) + na(t)] (4) 

C ( t ) = [C ( t -1) ] [S ( t) / S ( t -1) r Dl 
( 5 ) 

S ( t) = Nt. ( t) + Na ( t ) 

1t(t) = profit in time t 

C(t) = unit cost in time t 

m = learning curve 

i = discount rate 

(6 ) 

The simulations were deigned to explore the relationship 

between the optimal price and the diffusion levels in the two 

groups as well as the relationship between the optimal price 

and the various parameters. 

Initially, we chose a time horizon of 11 time periods. 

The parameters used in the simulation were chosen by trial 

and error to ensure that predicted adoption (sales) in Hand 

L (after 11 time periods) would remain lower than the 

population stipulated by that group. In the first set of 

runs, we held all parameters constant and explored the 

optimal price. These runs showed that there is an optimal 



FIGURE 5: Sales in Hand L at Different Price Levels 
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price which maximizes system profits. If the price is too 

low, sales in L are high, but sales in H are close to zero. 

Thus, a low price strategy gives up entirely on H. The 

optimal price reflects the diffusion trade-offs between the 

two groups. The simulation suggests that it is a price that 

keeps the product very exclusive in L, but fairly widespread 

in H. A price much above the optimal simply cuts down on 

sales in H without improving the differentiating power of the 

product since adoption in L is almost zero. Moreover, for 

some parameter values, there is a range between the optimal 

price and a very low price where one practically kills both 

markets (see sales in Land H in Figure 5). 

Figure 6 shows the net present value of profits for 

varying prices; it corresponds to the sales in H and 4 shown 

in Figure 5. Although total sales are high when prices are 

(based on high diffusion in group L), profits are very low 

since the margin is very low. 

The optimal price was also sensitive to the relative 

size of the two populations. Intuition suggests that the 

aspiration group H is generally smaller than the peer group 

L. The simulations shown in Figures 5 and 6 are based on a 

population ratio QH:QL = 1:3. Examination of the exonent 

from Equation 2 shows that adoption in L effectively raises 

the price of the product in H. It is as if the "effective 

price' of the product to members of H was higher to a degree 
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FIGURE 6: Net present value of profits for Different Price 

Levels 
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FIGURE 7: Optimal Price for Different Group Size Ratios 
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determined by the relative sizes of the two populations. 

Hence, a smaller relative population of H is more sensitive 

to the initial high adoption of the brand by L. Thus, a 

smaller relative size of the population in H (while keeping 

the total market size QH + QL constant), causes the optimal 

price to go up (see Figure 7) . 

Until now, consistent with our previous discussion, all 

coefficients in the simulations had been held constant. The 

effects of social distance between Hand L (see Figure 3 and 

Figure 4) were examined in the simulation by varying the 

coefficients of exclusivity YL and devaluation YH' As the 

social distance between Hand L grows, members of H are more 

sensitive to the product's ability to differentiate status 

between the two groups. Thus, for the same relative di~fusion 

R(t), the attractiveness of the product for members of H 

declines monotonically increasing social distance (denoted 

by d) between Hand L. This sensitivity to social distance 

is captured by the coefficient of devaluation YH = fH(d), 

where ayH/ad > O. 

Increasing d has a different effect as how members of 

L perceive the product. For any given level of R(t), until 

d = d·, increasing social distance raises the appeal of group 

H as an aspirational group and raoises the product's 

attractiveness for members of L. However, for d > d·, H 

begins to lose its appeal as an aspirational group. This 
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loers the attractiveness of the product for members of L (see 

Figure 4). Both effects are captured by the coefficient of 

exclusivity YL = fL(d), where aYL/ad > 0 for 0 < d < d*, and 

aYL/ad < 0 for d > d*. 

A simulation of the effects of the social distance on 

the optimal price reveals that for d < d*, the optimal price 

rises monotonically. Intuitively this is because the 

coefficient of devaluation has relatively larger impact than 

the coefficient of exclusivity, and both increase in this 

range. In other words, given the increase in product 

desirability, we need a higher price to restrict its adoption 

among members of L. For d > d*, the optimal price level 

declines. this is due to the declining coefficient of 

exclusivity, which produces a lower level of ~roduct 

desirability among members of L. The simulation results are 

shown in Figure 8. 

In summary, the simulations show that the' model is 

sensitive to the initial diffusion rates in the two groups; 

too high an initial diffusion in group L establishes the 

wrong brand image for members of H and inhibits adoption in 

this market. The point is that in the case of a durable that 

can function as a status symbol, the initial market 

perceptions regarding the brand's exclusivity are critical 

for long-term success. An optimal price achieves the profit

maimizing diffusion trade-off between the two groups and sends 
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FIGURE 8: Social Distance and Optimal price 
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the right signal to the marketplace about the status 

symbolism of the brand. Thus, this optimal price is a 

critical element in the brand's positioning strategy. As 

consumers assess the brand's ability to convey status, it 

settles into a specific market position. Thereafter, ceteris 

paribus the long-term period sales to members of H and L 

occur in a stable ratio. 

4.3 Hypotheses to be Tested 

we conclude this chapter by formally explicating the 

behavioral implications of the model in the form of five 

conceptual hypothese. the first couple of hypotheses examine 

how different levels of adoption in one social group impact 

upon the demand for the product in the other group., holding 

fixed the soical distance between the groups. We focus first 

on the exclusivity phenomenon whereby as a prestigious brand 

is adopted by memebrs of group H, it becomes a symbol of 

membership in it. Thus, it becomes more desirable for memebrs 

of L. more formally, we have: 

H1: As adoption in H goes up, demand in L increases. 

However, as more of the memebrs of L adopt the brand, it 

loses its ability to diffrentiate status between H and L. 

This devalues the brand, which then begins to lose its 

, 
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attractiveness to members of H. This phenomenon is formally 

reflected in: 

H2: As adoption in L goes up, demand in H decreases. 

Next, we earnine how the social distance between the two 

groups influences demand in each group, holding fixed 

adoption level in the other group. Thus, for any given level 

of adoption in H, the greater the social distance between H 

and L, the higher the demand in L. More formally: 

H3: For a fixed adoption level in H, the greater the 

social distance between H and L, ·the higher the level 

of demand in L. 

Conversely, for any level of adoption in L, the adverse 

impact on demand in H is expected to be higher the further 

the two groups are from each other. Thus, the demand in H is 

expected to be lower, the greater the social distance between 

Hand L. Expressed formally: 

H4: For a fixed adoption level in L, the greater the 

social distance between H and L, the lower the level 

of demand in H. 
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Finally, we recognize the asymmetrical behavior of the 

adoption patterns in the two groups, beyond some social 

dis tance threshold. Pas t this threshold, H ceases to be 

aspirational group for L. Nevertheless, members of H still 

want to maintain a distinct identity from the members of L. 

hence, we expect the prediction in H4 to hold regardless of 

the level of social distance. However, we expect that members 

of L behave differently from what is predicted in H3 after 

this social distance threshold is reached. The members of L 

then do not aspire to join H, and in fact, may even shy away 

from those behaviors that are characteristic of members of 

H. Thus, after a threshold level of social distance, we 

predict: 

H5: As adoption in H increases, demand in L decreases . 

. In the next chapter we describe an eperiment that tests 

these hypotheses. 
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5. AN EXPERIMENTAL INVESTIGATION OF THE MODEL FOR PRICING AN 

EXCLUSIVE BRAND GIVEN SIMULTANEOUS DIFFUSION IN TWO 

POPULATIONS 

5.1 Experimental Design 

In this chapter, we describe an experiment that was 

designed to test the five behavioral hypotheses discussed in 

the previous chapter. A two-factoer between subjects design 

was used. These factors are: (1) Relative diffusion of 

ownership of a product in group H and L (at two levels, high 

and low) i and (2) Social distance between groups Hand L 

(four levels). As shown in Appendix J, subjects were asked 

to participate in a situation involving the selection and 

purchase of a luxury watch for themselves. The factors above 

were manipulated (see Appendix L) via the descriptions.of two 

watches which were given fictional names (PheotonMonarch and 

Nigiren Royale). The subjects were told that the products 

were real but that the names were disguised. For each brand 

(Pheoton and Nigiren), product descriptions (of the Monarch 

and Royale models respectively) started with a general 

statement about the company, its history and tradition. The 

watches themselves were described next. Finally the two 

factors above were manipulated in a section that gave 

information about relative diffusion among two different 

social groups. 

The descriptions of the two watches were developed such 
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that they would be perceived as being of about equal quality 

and price. Over 50 print advertisements for watches from 

newspapers and magazines were used to generate the 

attributes used to describe the watches. The descriptions 

were pretested to determine their baseline level of 

preference. Overall preference was measured along two 

dimensions. First, the overall desirability of the Pheoton 

Monarch relative to Nigiren Royale was measured on a 7-point 

scale (1 = less desirable and 7 = more desirable). For the 

second measure, subjects allocated 100 points between the two 

alternatives to reflect their relative likelihood of 

purchase. Thirty-seven business undergraduates (24 seniors 

and 13 juniors) at a university in the southwest participated 

in the pretests. The group consisted of 24 males and 13 

females with an average age of 22.6 years. Table 14 

summarizes the outcomes of the pretest (LKPR = likelihood of 

purchase and DES = desirability of Pheoton relative to the 

desirability of Nigiren) . 

TABLE 14: Stimuli Pretests 

Pheoton Monarch Nigiren Royale 

LKPR 47.17 52.83 

DES 4.56 

The data in Table 14 indicate that the alternatives were 
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about equally attractive. We picked the Pheoton Monarch 

description to embedd the manipulations of relative diffusion 

of ownership and social distance. The Nigiren Royale 

description was used as the benchmark of comparison. Although 

some general description of ownership diffusion among several 

social groups was provided for the Nigiren Royale, this 

remained constant across all treatment conditions. 

Relative diffusion of ownership (which refers to the 

proportion of owners belonging to the anchor group versus the 

contrast group) was manipulated at two levels, high and low. 

When L was the anchor group, the high diffusion condition 

stated that 95% of all Pheoton Monarch owners belonged to L 

and that 5% belonged to H. In the low diffusion condition, 

the ratio was 50% for Land H. These identical dif£usion 

levels were used when the anchor group was H and the contrast 

group was L. 

Social distance was manipulated at four levels since 

the effect of social distance on the brarid's diffusion in L 

for a given penetration level in H was expected to be 

nonmonotonic (i.e., an inverted U-shape). The manipulation 

was created by parring an anchor group (H or L) with four 

versions of the contrast group (L or H). These group 

descriptions were constructed to be at different social 

distances from the anchor group. 

Si different social group profiles were developed by 
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varying descriptions of sources and level of income, 

education, the nature of the profession, job experience and 

epertise, as well as self-perceptions of one's own social 

group. These descriptions (of Social Groups X, H, Ll, L2, L3, 

and L4) are shown in Appendix K. As is evident from the 

descriptions, H was described as a group of successful 

upscale professionals., L1 and L2 were white collar workers 

(established and early-career respectively), whereas L3 and 

L4 were blue-collar workers (established and early-career 

respectively). The descriptions were validated in a pretest 

with 24 subjects (undergraduate business students at a 

southwestern university) which showed that the described 

groups were perceived to be at significant social distances 

from each other (Pr>F = 0.001). The Group X descripticn was 

not pretested at that time and was added following the 

pretest prior to the eperiment to address other determinants 

of perceived social status (e.g., indepenednt, inherited 

wealth) beside occupation and professional attainments. 

Tests of hypotheses 1 and 3 involved using Group L3 

(established blue collar workers) as the anchor and groups 

L2, L1, H, and X as the contrast groups at increasing social 

distances from L3 (the anchor group). In other words, brand 

attractiveness ratings were examined for group L3 as the 

contrast groups were varied in the scenarios. Tests of 

hypotheses 2 and 4 were constructed using Group H 
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(established upscale professionals) as the anchor, and groups 

L1, L2, L3, and L4 as the contrast groups at increasing 

social distance from H (the anchor group). In other words, 

these tests examined the brand attractiveness ratings for 

Group H, as the contrast groups were varied using the 

scenarios. 

The study subjects were selected such that they 

corresponded to the L3 and H profiles so that the perceptions 

collected were from subjects who actually were from the 

social groups that they were role-playing in the experiment. 

Overall, the combination of 2 relative diffusion levels for 

each of 4 levels of social distance, with the 2 different 

anchor groups (L3 and H) created a total of 16 distinct study 

conditions (see Appendix L). The pheoton Monarch descr.iption 

varied in each condition, but the Nigiren Royale description 

remained constant. The key dependent measure was the rated 

attractiveness of the Pheoton Monarch description in each of 

these condi"tions that described different levels of relative 

diffusion in a different pair of anchor and contrast groups. 

5.2 Measurements 

Dependent variables: 

Three dependent variables measured the relative 

attractiveness of the watches (see questions 1-3 in Appendix 

M): (a) perceived overall relative desirability (DES) on a 

seven point scale (1 = less desirable and 7 = more 
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desirable), (b) likelihood of purchase (LKPR) by allocating 

100 points among the alternatives, and (c) choice (CH). 

Independent variables and manipulation checks: 

The following manipulation checks were used: (a) The 

manipulation of relative diffusion in H and L was checked 

using four 7-point scales that requested subjects to assess 

penetration of the brand in each group (see questions 19-22 

in Appendix M). (b) The manipulation of social distance 

between H and L was checked using three 7-point scale items 

that requested subjects to assess similarity/dissimilarity 

of social status (DSTAT), social ties (SOCTS), and social 

interaction (SOCIN) (see questions 16-19 in Appendix M) 

Mediator variables: 

Our arguments implied that symbolic and funqtional 

perceptions would mediate the relationship between preference 

judgments and relative brand diffusion in the different 

social groups. these mediations were measured using 7-point 

scales (see Appendix M, questions 4-6 for the functional 

perception measures; and questions 7-9 for the symbolic 

perception measures). The specific symbolic measures were: 

(a) relative brand exclusivity (EXCL), (b) relative brand 

prestige (PREST), and (c) relative ability of the brand to 

convey status (STAT). The functional perception measures 

were: (a) relative quality of brand features (FEAT), (b) 

relative overall brand quality (QUAL), and (c) relative 
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performance (PERF). 

The ability of group H to function as an aspirational 

group for the subjects was also measured. First, on 7-point 

scales, we measured the extent to which the subject 

associated with group H (Appendix M, questions 23-24). Two 

items were used: (a) membership (MEMB) of the subject in 

group H, and (b) strength of the subject's social ties (TIES) 

with members of H. A second dimension, the aspirational 

appeal of group H (Appendix M, questions 25-26) was measured 

using two 7-point scale items. These were: (a) the subject's 

likelihood of joining the group in the near future (FUTUR), 

and (b) the subject's aspiration to join the group (ASPR). 

5.3.Results 

5.3.1 Subject Selection 

A total of 213 subjects participated in the study. In 

testing these hypotheses, it was considered important to 

ensure that the study subjects whose behavior were being 

measured came (to the extent possible) from the group whose 

behavior they were being asked to role play. Thus, H1 and H3 

(see chapter 4) predicted the behavior of the members of 

lower status groups. Hence, for these hypotheses tests, the 

anchor group was L3 and the subjects were selected to the 

etent possible from this social group. A total of 107 such 

subjects represented this group and we will henceforth refer 
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to them as the L3 subjects. Thirty-three of them were blue 

collar maintenance technicians employed at a southwestern 

university. The remainder were recruited with the help of 

undergraduate students at two universities in the New York 

metropolitan area. The students were requested to ask a 

working family member or friend to complete the study. The 

institutions attract large number of students from the 

working class and, as expected, about 65% of all 

questionnaires were completed by blue collar workers and 

technicians who fit the desired profile. Random phone calls 

were used to check confirm that the questionnaires had indeed 

been completed by these people as claimed. The mean age of 

these 107 subjects was 37.4 years. Fifty nine were male, 48 

were females, and 55.1% were married. The ethnic br~akdown 

was 45.8% white, 10.3% African-American, 15% Hispanic, 15.9% 

Asian-American, 0.9% Native American and 8.4% other. About 

46% of the subjects owried their own house or condo. Of the 

sample, 26.2% earned less than $24.9K, 60.7% earned between 

$25K and 49. 9K, 8.4% earned between $50K and $74. 9K, and 1. 8% 

earned over $75K (2.8% did not respond). In terms of its 

education profile, 0.9% of the sample had completed grade 

school, 31. 8% had completed high school, 35.6% had completed 

trade school, and 31.9% had taken some college courses. Thus, 

on average, it was believed that the responses of this sample 

would adequately represent those that one might expect from 
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"working class" people from a blue collar background. In 

other words, the "L3 subjects II were expected to role-play the 

L3 social group in the scenario. 

Tests of H2 and H4 mirrored measures of the beahvior of 

the upper 'stratum. Thus, respondents who were asigned to role 

play the behavior of the anchor group H were selected such 

that they either belonged to this group, or were fairly close 

to joining it. A total of 106 such subjects were identified. 

We refer to them as the "H subjects." Six were high level 

managers at a southwestern utility company and another eight 

held various managerial positions with different 

organizations in a southwestern city. The remainder were MBA 

students at a northwestern and a southwestern university who 

held full-time jobs. The mean age of this sample of H 

subjects was 30.6 years; fifty were male and 56 were female 

and 31.1% were married. The ethnic breakdown was 55.7% white, 

4.7% African-American, 2.8% Hispanic, 13.2% Asian-American, 

and 23.6% other. Over 36.% were home owners. In terms of 

annual income, 17.9% of the sample earned less than $24.9K, 

36.8% earned between $25K and $49.9K, 18.9% earned between 

$50K and $74.9K, and 12.3% earned over $75K (14.2% did not 

respond). In terms of its educational profile, 67.0% had a 

college degree, and 32.1% either had, or were in the process 

of acquiring a graduate degree. Thus, on average, it was 

believed that the responses from this sample of H subjects 
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would be representative of a more upscale socio-economic 

stratum corresponding to a professional, upscale background, 

i.e. the H social group in the scenario. 

5.3.2 Manipulation Checks 

Subject's perceptions of task and stimulus realism were 

measured on four 7-point Likert scales. The four questions 

(see questions 28-31 in appendix 0) measured the realism of 

the watch descriptions (OESCR), and the purchase situation 

(SITUA), the interest value of the study scenario (INTER), 

and the adequacy the presented information for task 

performance (ADEQUAT). The scales were anchored by 1 (not 

realistic, not interesting, etc.) and 7 (very realistic, very 

interesting, etc). Table 15 summarizes the results for the 

study with anchor groups L3 and H respectively. 

TABLE 15: Task Description Measures 

Anchor L3 Anchor H 

OESCR 4.79 4.89 

SITUA 3.43 3.35 

INTER 3.92 4.18 

ADEQUAT 4.77 4.69 

The scores indicate that the subjects regarded the 

choice scenarios and stimuli descriptions as reasonably 

realistic, interesting, and adequate. However, the purchase 
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situation got only average ratings on realism. Perhaps tha 

fact that the purchase situation required a compromise 

between something expensive (realistic for the upper income 

group but too expensive for the lower income group), and 

something relatively inexpensive (realistic for the lower 

income group but inappropriate for the upper income group), 

compromized the rated realism of the purchase situation. The 

ratings were stable across the study conditions. 

The manipulation of relative ownership diffusion among 

,the two social groups was tested using four 7-point scale 

items. A MANOVA analysis of these measures revealed that 

subjects had noted the statements regarding the different 

levels of ownership diffusion between the high and low 

conditions (Wilks' Lambda = 127.19, Pr>F = 0.0001 when.L3 was 

the anchor group; Wilks' Lambda = 45.1503, Pr>F = O. 0001 when 

H was the anchor group). 

The manipulation of social distance between groups was 

measured using three itemS. A series of MANOVA analuyses 

showed that the subjects accurately perceived the changes in 

social distance between groups across the four conditions 

(Wilks' Lambda = 6.9514, Pr>F = 0.0001 when L3 was the anchor 

group; wilks' Lambda = 11.6132, Pr>F = 0.0001 when H was the 

anchor group). ' 

Next, we examined the aspirational appeal of the higher 

status group H. When L3 was the anchor group, there were four 
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higher status groups (L2, L1, H, and X) with the social 

distance between L3 and these groups changing across 

condi tions . Using the items described earlier, the 

aspirationa1 appeal of the higher status groups among the 

blue collar subjects was found to change with social 

distance. The subjects perceived differences in their degree 

of association with the different versions of the higher 

status group (Wilks' Lambda = 3.7474, Pr>F = 0.0015) as well 

as with their aspirationa1 appeal to them (Wilks' Lambda = 
3.4982, Pr>F = 0.0339). 

Finally, when H was the anchor group, the social 

distance manipulation related to the four versions of the 

lower end group (L1, L2, L3, and L4). Here, the aspirationa1 

group H remained the same in all cases. We expected that 

regardless of the version of L, the aspirationa1 appeal of 

H among the upscale professional subjects in the study would 

remain the same given their relatively close affiliation to 

joining it. Consistent with this expectation, the subjects' 

epressed aaffi1iation with H (Wilks' Lambda = 0.2065, Pr>F 

= 0.9745) as well as H's aspirationa1 appeal (Wilks' Lambda 

= 0.3696, Pr>F = 0.8977) remained the same irrespective of 

the version of L provided. 

5.3.3 Hypothesis Tests 

Our conceptual development in Chapter 4 indicated that 

relative brand diffusion in the social groups would generate 
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imitation or devaluation effects for the brand raising or 

lowering its attractiveness in a social group. We also expect 

the relative attractiveness to be influenced by social 

distance between the groups. a conceptually complete test 

needs to eplore not only whether relative diffusion and 

social distance influence relative attractiveness, but also 

whether this influence is mediated by status symbolism 

(exclusivity or devaluation). Moreover, we must examine and 

discard an alternative hypothesis that the imitation and 

devaluation effects are mediated by changes in functional 

quali ty perceptions that influence relative product 

attractiveness. The three exclusivity measures as well as the 

three functional quality measures were highly correlated for 

both L3 and H subjects (see tables 16a, 16b, 17a and.17b) . 

TABLE 16a: Correlation Matrix of Exclusivity Measures 

for L3 Subjects 

EXCLUSIVITY PRESTIGE STATUS 

EXCLUSIVITY 

PRESTIGE 0.6459 

STATUS 0.6493 0.6826 



TABLE 16b: Correlation Matrix for Functional Ouality 

Measuresfor L3 Subjects 

FEATURES 

QUALITY 

PERFORMANCE 

TABLE 17a: 

EXCLUSIVITY 

PRESTIGE 

STATUS 

FEATURES QUALITY PERFORMANCE 

0.6555 

0.5718 0.6248 

Correlation Matrix of Exclusivity 

for H Subjects 

EXCLUSIVITY PRESTIGE STATUS 

0.6513 

0.6865 0.7592 

Measures 

TABLE 17b: Correlation Matrix for Functional Ouality 

Measures for H Subjects 

FEATURES 

QUALITY 

PERFORMANCE 

FEATURES QUALITY 

0.5673 

0.4709 0.5394 

PERFORMANCE 

125 

The measures were subjected to a principal component 

analysis for each group to extract factors corresponding to 

the exclusivity and functional quality mediators. The first 

principal component extracted for each group was then used 

as an indicator of the corresponding mediator variable. The 
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percent of variation accounted by each of the four principal 

components in shown in Table 18. 

TABLE 18: Percent of Variation Explained 

By Principal Components 

L3 Subjects H Subjects 

Exclusivity 0.772 

Functional Quality 0.800 

0.745 

0.684 

Before testing the hypotheses formally, we present the 

means of the three attractiveness measures for all cells in 

the study. We first present in Table 19a the cell means for 

the condi tions where L3 was the anchor group. this is 

followed by the cell means data for all conditions w.here H 

was the anchor group (Table 19b). Note that DES measures the 

desirability of Pheoton Monarch relative to the desirability 

of the Nigiren Royale on a seven point scale. DPNTS is the 

difference in the likelihood of purchase point allocation 

(Pheoton Monarch Nigiren Royale). Finally, the third 

measure is the actual number of subjects that chose the 

Pheoton and the Royale respectively. Social distance is seen 

as increasing as the anchor group H is compared to L1, L2, 

L3, and L4 respectively. With L3 as the anchor group, social 

distance increases as L2, L3, H, and are the respective 

comparison groups. 



TABLE 19a: Mean Attractiveness Measures 

L3 Subjects as Anchor Group 

Cell DES DPNTS CH Pheoton 

High Diffusion in L3 

Social 

Distance 

L3-L2 4.16 3.67 7 

L3-L1 4.25 -12.50 7 

L3-H 3.92 -5.57 6 

L3-X 3.50 -20.33 3 

Low Diffusion in L3 

Social 

Distance 

L3-L2 4.07 7.69 5 

L3-L1 4.64 13.57 9 

L3-H 3.75 -1.67 5 

L3-X 3.50 -11. 67 3 
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CH Nigiren 

11 

5 

8 

9 

8 

5 

7 

9 



TABLE 19b: Mean Attractiveness Measures 

H Subjects as Anchor Group 

Cell DES 

High Diffusion 

Social 

Distance 

H-L1 5.08 

H-L2 4.27 

H-L3 4.50 

H-L4 4.07 

Low Diffusion 

Social 

Distance 

H-L1 4.45 

H-L2 4.26 

H-L3 4.00 

H-L4 3.47 

in H 

in H 

DPNTS 

31.66 

15.09 

10.75 

3.23 

10.18 

7.46 

2.72 

-16.94 

CH Pheoton 

10 

8 

10 

7 

7 

9 

6 

3 
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CH Nigiren 

2 

3 

6 

6 

4 

6 

5 

14 

We begin with tests of the five hypotheses directly for 

each of the three dependent variables. For each anchor group 

(L3 or H), we conduct an analysis of variance with the 

attractiveness measures as a function of relative diffusion 

and social distance. The three dependent variables are 

overall desirability of Pheoton relative to Nigiren (DES), 

relative likelihood of purchase of Pheoton to Nigiren 
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expressed as the difference in the 100 point allocation 

between Pheoton and Nigiren (DPNT = points for Pheoton -

points for Nigiren), and the number of subjects choosing 

Pheoton and Nigiren (CH). For example, when testing Hl and 

H3 with the L3 subjects, the effects of relative diffusion 

and social distance on the dependent variable of relative 

desirability, are expressed by the model: 

DES = f{Relative Diffusion, Social Distance) . 

The second step is to examine whether the exclusivity 

perceptions have a direct effect on the relative 

attractiveness measures. This is done by regressing the 

exclusivity principal component on the corresponding 

attractiveness measure. For example, when testing the effects 

of the exclusivity mediator (EXL3) on relative desirability 

for the L3 subjects, the model is: 

DES = f (EXL3) . 

The third step tests for the hypothesized mediation of 

symbolic perceptions by exclusivity. The hypothes"es tests in 

step 1 are repeated, incorporating the exclusivity principal 

component as an independent variable in the regression. For 

example, for the desirability measure in Hl and H3 for the 

L3 subjects the model is: 

DES = f (Relative Diffusion, Social Distance, EXL3) . 

This test is only meaningful if both effects have been 

found to be significant on their own in steps 1 and 2. If the 
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effects of relative diffusion and social distance are not 

significant in this model, but the effects of the exclusivity 

mediator are, then we conclude that the relative diffusion 

and social distance effects are fully mediated by the 

exclusivity perceptions. If the effects of relative diffusion 

and social distance are significant even in the presence of 

the exclusivity mediator, we conclude that they are partially 

mediated by exclusivity perceptions. 

Step four is similal to step 2, the difference being 

that we now test for the effects of the functional quality 

mediator on attractiveness (FQL3). This is done by 

regressing the functional quality principal component on the 

corresponding attractiveness measure. For example, when 

testing H1 and H3 for the desirability measure, the. model 

is: 

DES = f (FQL3) . 

Finally, step 5 is a test for hypothesis effects with 

mediation of functional quality perceptions. It is identical 

to step 3 ecept that functional quality perceptions are 

tested as the mediator rather than the exclusivity 

perceptions. The model for desirability in H1 and H3 for L3 

subjects is: 

DES = f (Relative Diffusion, Social Distance, FQL3). 

We follow the above five steps for each hypothesis 

starting with hypotheses H1, H3, and H5 when L3 is the anchor 
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group. We then follow with hypotheses H2 and H4 when H is the 

anchor group. This section presents only the results of the 

tests and the conclusions in terms of the main and mediating 

effects. The discussion of these results follows in section 

5.4. 

Hl, H3, and H5 Tests for L3 Anchor Group 

Before testing for Hl and H3, we need to keep in mind 

that we have hypothesized that the effects of relative 

diffusion and social distance will grow up to a threshold of 

social distance between the L3 and the contrst group, and 

then will reverse themselves as hypothesized in H5. To 

identify this point we looked at the data in Table 19a to 

search for patterns in the data that would suggest such an 

inveerse U-shaped relationship. In general, one can see that 

the attractiveness for the brand is relatively low at the L3-

L2 distance, increases as we move to the L3-Ll distance and 

then declines as we move to the L3-H and then to the L3-X 

distance (see Figures 9-11). The Figures 9, 10, and 11 

indicate that brand attractiveness follows an ascending path 

from the L3-L2 point to the L3-Ll point, and then a 

descending path from the L3-Ll point to the L3-X point. 

Visually, these diagrams provide directional support 

forhypotheses Hl, H3, and H5. To test them formally, we 

divided them in two groups. First, we tested hypotheses Hl 

and H3 for the data across the ascending path L3-L2 to L3-Ll. 
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FIGURE 10: DPNTS and Social Distance for L3 Anchor Group 
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FIGURE 11: Choice and Social Distance for L3 Anchor Group 
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Finally, we tested Hypothesis H5 across the descending path 

L3-L to L3-X. Following the above mentioned 5 steps, we 

started with the tests for H1 and H3 for the desirability 

measure. Neither the effect of relative diffusion (F=0.15, 

df=l, 34, Pr>F=O .7043) nor the effect of social distance 

(F=0.82, df=l,54, Pr>F=0.3682) were significant. No mediation 

tests were conducted given that there was no support for H1 

and H2. The tests for the likelihood of purchase measure 

(DPNT) showed no significant effects of either the relative 

diffusion (F=1.32, df=l,54, Pr>F=0.2522), or the social 

distance (F=0.2, df=l,54, Pr>F=0.652). Consistent with the 

above results, the tests for choice showed no significant 

effects for relative diffusion (Chi-Square=0.04, df=l, 

Prob=0.8467) and social distance (Chi-Square=2.79, df=l, 

Prob=0.0951). No mediation tests were conducted. 

We tested H5 along the L3-L1 to L3-X path. There was no 

significant effect of social distance for either the 

desirability measure (F=2.77, df=2,72, Pr>F=0.069) or for the 

likelihood of purchase measure (F=1.02, df=2,72, 

Pr>F=O .3673). No mediation tests were conducted. For the 

choice, the effect of social distance was significant (Chi

Square=6.42, df=2, Prob=0.0403). In step 2, we tested the 

effect of exclusivity perceptions (EXL3) on choice, and found 

it significant (Chi-Square 14.42, df=l, Prob=O.OOOl). In step 

3 we included EXL3 in the model and tested for the effect of 
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social distance on choice. It was not significant (Chi

Square=4.73, df=2, Prob=0.0939). Thus, we conclude that the 

effect of social distance on choice as stated in HS is fully 

mediated by exclusivity perceptions. We repeated steps 2" and 

3 for the functional quality perceptions (FQL3). FQL3 had a 

significant effect in isolation (Chi-Square 17.34, df=l, 

Prob=O.OOOl). When it was included in the model, the effect 

of social distance on choice remained significant (Chi

Square=6.08, df=2,Prob=0.0479). This result indicated that 

the effect of social distance on choice as stated in HS was 

partially mediated by functional quality perceptions. 

Hypotheses Tests for H2 and H4. 

H2 and H4 were tested based on the responses of the H 

subjects. Similar to Chapter 4, we tested and found that for 

all conditions, both the exclusivity perceptions (EXH) and 

the functional quality perceptions (FQH) had significant 

effects on all dependent measures at the 0.0001 level. Thus, 

we do not need to repeat steps 2 and 4 for each hypothesis 

test. The effects of relative diffusion (F=4.98, df=l,101, 

Pr>F=0.0411) and social distance (F=3.8S, df=3,101, 

Pr>F=0.0118) on the desirability measure were significant. 

When EXH was included in the model, the effect of relative 

diffusion was not significant (F=1.21, df=l,98, Pr>F=0.2746), 

whereas the effect of social distance (F=3.02, df=3,98, 

Pr>F=0.033S) was significant. We concluded that EXH mediated 
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fully the effect of relative diffusion for the desirability 

measure, and partially the effect of social distance on the 

desirability measure. 

Step 5 was conducted by adding FQH in the model. The 

effect of relative diffusion was marginal (F=3.68, df=1,98, 

Pr>F=0.0580), and the effect of social distance was 

significant (F=3.88, df=3,98, Pr>F=0.0115). Thus, the effects 

of relative diffusion and social distance on desirability 

were partially mediated by functional quality perceptions. We 

repeated the tests for H2 and H4 for the likelihood of 

purchase (DPNT) measure. The effects of both relative 

diffusion (F=4.72, df=l,101, Pr>F=0.0322) and social distance 

(F=3.31, df=3,101, Pr>F=0.0232) were significant for DPNT. 

When EXH was included in the model, neither the effect of 

relative diffusion (F=1.00, df=1,98, Pr>F=0.3194) nor the 

effect of social distance (F=2.5, df=3,98, Pr>F=0.0641) were 

significant. Thus, the effects of both relative diffusion and 

social distance on DPNT were fully mediated by exclusivity 

perceptions. When the same steps were repeated for FQH, we 

found that the effect of relative diffusion was marginal 

(F=3 .72, df=l, 98, Pr>F=O. 0567) and the effect of social 

distance was significant (F=3.00, df=3,98, Pr>F=0.0345). 

Thus, functional quality perceptions mediated partially the 

effects of relative diffusion and social distance on the DPNT 

measure. 
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Consistent with the previous results, the effects of 

relative diffusion (Chi-Square=4.46, df=l, Prob=0.0348) as 

well as of social distance on choice (Chi-Square=9.46, df=3, 

Prob=0.0237) were significant. The mediation tests when EXH 

was included in the model showed that the effects of both 

relative diffusion (Chi-Square=0.95, df=l, Prob=0.33) and 

social distance (Chi-Square=5.88, df=3, Prob=0.1174)had no 

significant effects. Thus, the effects of relative diffusion 

and social distance on choice were fully mediated by 

exclusivity perceptions. 

The mediation tests when FQH was included in the model 

showed that the effect of relative diffusion (Chi

Square=2.42, df=l, Prob=0.1194) was not significant whereas 

the effect of social distance (Chi-Square=8.51, df=3, 

Prob=0.0365) was significant. Thus, the effect of relative 

diffusion on choice was fully mediated by functional quality 

perceptions. On the other hand, the effect of social distance 

on choice was only partially mediated by functional quality 

perceptions. There was no interaction effect between relative 

diffusion and social distance for any of the five hypotheses. 

The results of all hypotheses and mediation tests are 

summarized in Table 20. 
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TABLE 20: Summary of Hypotheses and Mediating Variables Tests 

Hypothesis Exclusivity Functional 
Support Perception Quality 

Mediation Perception 
Mediation 

------------------------------------------------------------

H1: DES no 

DPNT no 

CH no 

H2: DES yes full partial 

DPNT yes full partial 

CH yes full full 

H3: DES no 

DPNT no 

CH no 

H4: DES yes partial partial. 

DPNT yes full partial 

CH yes full partial 

H5: DES no 

DPNT no 

CH yes full partial 

5.4. Discussion 

The key idea in this study is that brands whose 

exclusivity depends on price can differentiate status between 

different groups of consumers. Their ability to differentiate 

status between the target group and outside group(s) as well 
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as within the outside group(s) depends on management setting 

a price which maintains the brand I s exclusivity. Determining 

the optimal price for profit maximization has to take into 

account the interdependence of demand between the two groups 

due to imitation and devaluation effects. 

Imitation Effects as Hypothesized in Hi, H3 and H5 

There was no support for hypotheses Hi, H3, and only 

partial support for H5. For the choice variable which was 

supported in H5 we found mediating effects for exclusivity 

perceptions, supporting our reasoning that the status 

symbolism of the brand declines as the social distance 

between the two groups grows too wide. Although the data 

indicate directional support for Hi, H3 and HS, there is no 

statistical significance. Two explanations are offered to 

account for these findings. The first is that the selected 

social group, i. e. successful blue-collar technicians and 

workers is not very status sensitive and do not attach 

particularly high status value to brands that are used by the 

described groups. They may in fact find brands less 

attractive as the social distance grows as demonstrated by 

the partial support for hypothesis H2b. This combined with 

the support for hypotheses H2 and H4 would indicate that 

upper middle class people such as the subjects in the study 

where H is the anchor group are more sensitive to status 

symbols and are more willing to invest in them than lower 
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middle class people. Support for this idea is given by the 

literature in sociolinguistic patterns of speech (Labov 1972, 

1982). In his study of New York speech patterns and the way 

they spread through social groups of different status Labov 

(1972) found that "prestige" speech patterns do not always 

spread from the higher to the lower prestige groups. It shows 

that although lower status groups recognize these speech 

patterns as being presigious, nevertheless they do not adapt 

them in their vernacular. This comes as a contradiction to 

Tarde's Law (1873) which states that borrowing always takes 

place from higher to lower prestige groups. In his 

experiments with groups in Harlem Labov finds that: 

"Lower class speakers do not want to adopt the norms of 

the upper class; although they do endorse the dominant norms 

in the test situation, there are opposing sets of values that 

support the vernacular forms, and that do not appear in 

sUbj"ective reaction tests" (1972: pp. 313). 

A similar phenomenon may be taking place here. Lower 

status groups may aspire to the success of the higher status 

groups without the desire to imitate their consumption 

patterns, especially if these are in opposition to their 

values. 

Another explanation for the findings may be attributed 

to the relative lack of social homogeneity among the subjects 

who participated in the study with L3 as the anchor group 
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compared to the ones who participated in the study with H as 

the anchor group. Although the subjects in H varied in terms 

of income, age, and career stage, almost all of them (96 out 

of 106) either had or were in the process of getting a 

graduate degree in business. The same proportion either were 

working in managerial positions or were expecting to get such 

a job upon completion of their degree. Thus, the degree of 

association of the subjects with a certain professional and 

social lifestyle was relatively homogeneous. On the other 

hand, the subjects in L came from a very wide range of blue 

collar type of jobs and job settings. Their average age as 

well as the age variation was larger than the subjects in H, 

and they operated socially and professionally in many 

different environments. Thus, the lack of statistical support 

despite the directional support for the first two hypotheses 

may be attributed to the fact that the subjects did not all 

" speak the same consumption language" and thus their 

interpretations of the brand's diffusion among other social 

groups were too diverse. 

Devaluation Effects as Hypothesized in H2 and H4 

The devaluation effects, in other words what Goffman 

(1951) called the process of a status-conveying brand 

becoming a "fraudulent symbol", were demonstrated in the 

support for hypotheses H2 and H4. As the social distance 
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between the two groups grows and the relative brand diffusion 

in L increases, the brand becomes less attractive for members 

of H. In the case of H2 which looks at the effects of 

increasing relative brand diffusion in L, we find that for 

all three preference variables the results are fully mediated 

by exclusivity perceptions. This is consistent with the idea 

of "devaluation", where the brand loses its ability to 

discriminate status between the two groups. We also find full 

mediating effects of functional quality perceptions for the 

choice variable. These results show that to some extent, 

subjects in H associate high relative diffusion in L with 

lower functional quality of the brand. Thus, who buys the 

brand may affect the perceptions of the brand's functional 

quality in addition to its ability to convey status. 

Nevertheless, the functional quality mediation is full in 

only one of the three attractiveness variables, so we 

conclude, consistent with our expectations that the primary 

mediation is due to exclusivity perceptions. 

In the case of H4 which looks at the effects of 

increasing social distance between H and L on the 

attractiveness of the brand among members of H we found that 

the effects are fully mediated by exclusivity perceptions for 

the likelihood of purchase and for the choice variable, but 

not for the relative desirability. The mediation of 

exclusivity perceptions reflects the decline of the brand's 
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status and prestige due to its reduced ability to 

discriminate status between the two groups. This was similar 

to the exclusivity mediation for hypothesis H2. Unlike 

hypothesis H2, there was full mediation of functional quality 

perceptions for any of the three attractiveness measures for 

H4. This is consistent with our expectations based on the 

literature. 

The study has demonstrated that an exclusive brand which 

is targeted for a certain group will lose its appeal once it 

is adopted by outside groups that are perceived by the target 

group as being of lesser status. Even without any imitation 

effects that would make the brand more desirable to the lower 

status group, there is an interdependence in the brand's 

diffusion among the two groups, especially the diffus,ion of 

the brand in the target group as a function of the brand's 

availability and acquisition in the lower group and the 

perceived social distance between the two groups. Managers 

need to design pricing strategies keeping in mind that there 

is an interdependence of the demand in these groups and that 

the optimal price trades off demand in one group for another. 
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6. SUMMARY OF RESULTS AND FUTURE RESEARCH 

In this section we summarize briefly the key results of 

both studies. Following this, we identify the questions that 

were raised by the studies and which should be addressed in 

future research. Finally, we also look at additional issues 

related to the topic of brand exclusivity which can be a part 

of future research. 

Exclusivity based on Limited Supply 

The first study showed that a lower end extension of a 

limited edition brand is preferred more than an extension of 

a brand without any supply limitations. The effects are 

stronger when this association takes place in a .market 

segment where consumers are driven primarily by symbolic 

motivation as opposed to utilitarian motivation for their 

consumption. This holds true for both stimuli, wine and 

watches. The same scenario yields stronger effects for 

segments where the consumption situation is public as opposed 

to segments where the consumption situation is private. This, 

however, is the case with the wine stimuli, but not with the 

watches stimuli. 

The findings suggest that other product category 

differences besides consumption motivation and situation may 

moderate the etend of the supply limitation effect. These 
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differences will have to be explored in future research. 

Additional future research based on the above model 

includes potential extensions on both supply side and demand 

side. In terms of supply side extensions, one can relax the 

assumption of mutual independence of the unit cost for the 

upper end brand CH and the unit cost for the low end brand CL. 

This, combined with CH = f(QH) and CL = f(QL) will result in 

different optimal supply levels and thus different normative 

implications for managers. 

In terms of demand side extensions, one can look at the 

effects of the social distance between the targeted groups 

for H and L respectively. The assumption in this paper is 

that the line extension does not negatively affect the upper 

end exclusive brand. Thus, the extension is with,in the 

"optimal range." One can examine the case where the social 

distance d between the two groups affects the way the 

variables u and s influence 11. As the social distance 

increases,' negative reciprocity effects may occur where the 

lower end brand benefits from the extension, but the upper 

end brand suffers from it. This does not necessarily imply 

that a lower end extension is unreasonable. In some cases 

where the net total profits may be higher even with negative 

reciprocity effects relative to when separate brand names are 

used for the upper end and lower end brands. Dynamic modeling 

approaches such as the predator-prey model (Burghes 1975; 
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Hausrath 1975 i Dreyer 1993) can be readily adapted to examine 

key phenomena. 

Other topics for future research are related to the type 

of competition in markets for products which function as 

status symbols. The number of brands within each product 

category that can be perceived as status symbols by most 

consumers may be limited. This would produce a zero sum game 

type of competition for these limited number of symbolic 

status positions in a market. A game theoretical approach may 

be developed to explore such situations. 

Exclusivity based on High Price 

The second study demonstrated that an exclusive brand 

which is targeted for a certain group, and whose exc~usivity 

is based on price will lose its appeal if the price is not 

high enough to prevent its adoption by outside groups that 

are perceived by the target group as being of lesser status. 

This loss of appeal, or "brand devaluation" is stronger the 

longer the social distance between the target group and the 

outside group grows, and the higher the brand is diffused 

in the outside group relative to the target group. 

On the other hand, the hypotheses about imitation 

effects of the lower status groups were not supported. One 

explanation that was offered states that the lower income 

groups may not share the values of the higher income groups 
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and thus do not aspire to imitate their consumption pattern. 

This should be further explored in future research. Questions 

about this lack of imitation effects may be a function of 

particular social characteristics of certain groups, or a 

function of only certain types of consumer goods. The second 

explanation is that the selected lower status group was not 

homogeneous enough in terms of job type and experience. 

Future research should replicate the study by using very 

homogeneous blue collar subjects in terms of their job 

characteristics, skills, experience, and status. 

Other areas of future research could include 

manipulations of price and supply timing. In the proposed 

diffusion model we assume that once the price is set, it 

remains constant. A model extension allowing management to 

alter the price in response to the consumers' perceptions of 

brand exclusivity. Thus, the optimization problem would be 

to determine the optimal price path as opposed to just the 

optimal price. 

The model also assumes that the brand is introduced 

simultaneously to both populations H and L. An extension of 

that would be to allow management to control the timing of 

brand release to the different groups (e.g. through different 

release of the brand in different distribution channels). 

Thus, the dynamics in the model would change in terms of 

initial brand exclusivity perceptions. 
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Finally, competition could be included, thus allowing 

for a more holistic scenario of the way the market for status 

symbols operates. In a model that includes competitors who 

also manipulate the exclusivity of their brands, a game 

theoretical approach may be the best way to investigate this 

kind of market. 
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APPENDIX A 

BAC~GROUND 

As marketing researchers, we are very interested in developing research 
techniques that help us understand the market potential for new products. 
The purpose of this study is to test some market research t~chniques that 
will help determine consumer reactions to products before they are 
actually test marketed or launched. 

These research techniques can result in better and quicker identification 
of consumer acceptance of new products and can save millions of dollars 
for companies that use them prior to new product development and 
introduction. This not only improves the company's profitability, but 
also lowers the prices that consumers pay for new products by eliminating 
wasteful expenditures on products that consumers do not like. For these 
reasons, it is important that you review and follow the study instructions 
carefully. 

Because we do not want actual brand names to affect the study results, all 
the brand names used in the study are fictitious. However, the products 
described are based on real products and represent the types of choices 
that are actually available in the marketplace. Consequently, we would 
like you to imagine that ~ are the consumer in the product purchase 
situation described and respond accordingly. 

Please carefully read the study instructions. After you have completed 
reading them, please turn to the enclosed questionnaire and answer the 
questions as indicated. There are no right or wrong answers and we are 
primarily interested in how you feel you would respond in that s~tuation. 

Thank you very much for your cooperation. Please turn the page and read 
the next set of task instructions. 
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APPENDIX B 
ACC 

THE PHEOTON WATCH LINE 

The Pheoton Watch Company was established in SWitzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is known for its unwavering commitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

The two Pheoton watches that you are considering for your brother are 
described below: 

The Pheoton Monarch represents the top of the Pheoton line and 
incorporates the latest technology in watch manufacturing. The company 
name and the exquisite design reflects quality and projects an image that 
fits the most formal occasions. The Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The Monarch has over 200 hand-assembled prec1s10n parts and is 
extraordinarily resistant to heat and corrosion. Its screwed down crown 
guarantees moisture protection and the watch is tested and certified to 
be waterproof and able to withstand pressures upto a depth of 600 feet. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell where 
the case begins. The hardened mineral crystal is scratch-resistant and 
is surrounded by a unidirectional notched rotating bezel. The.sculpted 
bracelet, made out of stainless steel and gold accentuates the classic 
elegance of the watch. 

The Pheoton Monarch indicates time, day, date and moonphase in its normal 
mode. In addition, it offers a state-of-the-art chronometric mode with 
multiple timing options accurate to one-hundreths of a second. The 
Monarch retails for $699.95 at specialty watch dealers. 

The Pheoton Chronometor is another versatile product in the Pheoton Watch 
Company line. The watch is elegantly designed and provides the precision 
and endurance characteristics desirable in a quality watch. 

The watch incorporates a precision quartz movement in a case tested to be 
water resistant to over 325 feet. The steel and ceramic case coupled with 
a high-quality scratch-resistant crystal face represents a recent 
innovation in design technology. The bracelet is made out of high quality 
hand-sewn leather. The watch face shows hours, minutes, seconds and date 
and offers a chronometer that keeps accurate track of elapsed time to one
hundreths of a second. The Pheoton Chronometer retails for $219.95. 
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THE NIGIREN WATCH LINE 

Nigiren Gmbh is a ls0-year old Swiss watchmaker. The company is family
owned and operated and its watches convey its tradition of quality and 
excellence in manufacturing and design. Nigiren owners proudly point to 
the handsome designs and quality image of their watches and testify to 
their remarkable performance and durability. 

The two Nigiren watches that you are considering for your brother are 
described below: 

The Nigiren Royale is the company's top-of-the-line watch and is the 
latest in a long tradition of quality watch manufacturing. The Nigiren 
line has always featured superb quality and its image is synonymous with 
elegance. The Royale's elegance is complemented by performance features 
tuned to the needs of the most demanding sportsman. 

The Royale has 218 precision parts delicately hand-assembled and is highly 
resistant to corrosion and high temperatures. It has a protective crown 
that is capped with a cabochon sapphire that conceals the stem. The bezel 
is unidirectional and the luminous hands turn on a mechanical movement 
that is based on a 18-ruby mechanism. A unique winding stem activates a 
40-hour power reserve. The watch is tested and certified to be waterproof 
and can withstand the pressure at depths of over 600 feet. 

The watch face has a scratch-proof mineral crystal and is seamlessly 
merged with the case. The bracelet is meticulously hand-crafted in 
stainless steel and gold and complements the Watch's elegant design. 

The Nigiren Royale indicates time, date and day or night in any time zone. 
Its chronometric mode offers mul tiple timing options accurate to one
hundreths of a second. The Royale is priced at $689.99 at leading watch 
retailers. 

The Nigiren Timestar is another reliable product in the Nigiren Gmbh line 
of watches. The design is elegant and an innovative technology provides 
the accuracy and durability features that are valued in a quality watch. 
The watch has a high technology steel case that is tested to be water 
resistant to 350 feet. The quality quartz movement guarantees accurate 
timekeeping and the scratch-resistant sapphire crystal face is a design 
innovation. The watch is complemented by a hand-sewn, natural leather 
bracelet. In addition to displaying hours, minutes, seconds, day and date 
in its normal mode, the watch offers a chronometer mode that accurately 
tracks elapsed time to one-hundreths of a second. The Nigiren Timestar 
retails for $224.95. 
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APPENDIX C 
ATR 

THE PHEOTON WATCH LINE 

The Pheoton Watch Company was established in SWitzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is known for its unwavering commitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

The two Pheoton watches that you are considering for your brother are 
described below: 

The LIMITED EDITION Pheoton Monarch represents the top of the Pheoton line 
and incorporates the latest technology in watch manufacturing. By company 
policy, only 300 of these watches are made and distributed through 
Pheoton's original dealer in Geneva. The company name and the exquisite 
design reflects quality and projects an image that fits the most formal 
occasions. The LIMITED EDITION Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The LIMITED EDITION Monarch has over 200 hand-assembled precision parts 
and is extraordinarily resistant to heat and corrosion. Its screwed down 
crown guarantees moisture protection and the watch is tested and certified 
to be waterproof and able to withstand pressures upto a depth of 600 fe~t. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell where 
the case begins. The hardened mineral crystal is scratch-resistant and 
is surrounded by a unidirectional notched rotating bezel. The sculpted 
bracelet, made out of stainless steel and gold accentuates the classic 
elegance of the watch. Each of the 300 LIMITED EDITION Pheoton Monarch 
watches has its serial number specially engraved on the reverse of the 
case. 

The LIMITED EDITION Pheoton Monarch indicates time, day, date and 
moonphase in its normal mode. In addition, it offers a state-of-the-art 
chronometric mode with multiple timing options accurate to one-hundreths 
of a second. The LIMITED EDITION Monarch retails for $699.95 at specialty 
watch dealers. . 

The Pheoton Chronometer is another versatile product in the Pheoton Watch 
Company line. The watch is elegantly designed and provides the precision 
and endurance characteristics desirable in a quality watch. The watch 
incorporates a precision quartz movement in a case tested to be water 
resistant to over 325 feet. The steel and ceramic case coupled with a 
high-quality scratch-resistant crystal face represents a recent innovation 
in design technology. The bracelet is made out of high quality hand-sewn 
leather. The watch face shows hours, minutes, seconds and date and offers 
a chronometer that keeps accurate track of elapsed time to one-hundreths 
of a second. The Pheoton Chronometer retails for $219.95. 
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APPENDIX D 
ARF 

TASK INSTRUCTIONS 

You and your brother have always had a very warm and close relationship 
and are not only siblings but best friends. His 30th birthday is coming 
up and you have decided to give him a very nice gift to mark the occasion. 

Your brother is an extremely dedicated athlete who runs a fast-paced three 
miles alone every evening on a difficult trail near his house. He is a 
very private person who prefers solitary activities such as running alone 
over group activities and his lifestyle and personal possessions reflect 
his privacy orientation. 

In some recent conversations, he has mentioned his long-standing desire 
to own a high quality watch. After considerable thought and consideration 
of his tastes, you decide to buy him a high quality watch as his 30th 
birthday gift. 

You know that your brother's running is associated with his self image as 
a serious athlete and the items in his running ensemble emphasize 
performance. He reinforces this self image with himself by maintaining 
and reviewing a "training diary" in which he records the time associated 
with his daily runs. Hence, you believe that his primary value for the 
watch would be to keep time accurately. 

You have visited several specialty watch stores. Finally, after 
significant search, you have narrowed your options to two watches in the 
Phaoton line and two watches in the Nigiran line. The following 
descriptions of the watches are drawn from the product brochures that you 
obtained from the dealer. 
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AUF 

TASK INSTRUCTIONS 

You and your brother have always had a very warm and close relationship 
and are not only siblings but best friends. His 30th birthday is coming 
up and you have decided to give him a very nice gift to mark the occasion. 

Your brother is an extremely dedicated athlete who runs a fast-paced three 
miles with a group of colleagues every evening on a difficult trail near 
his house. He is a very sociable person who prefers group activities such 
as running with his colleagues over solitary activities and his lifestyle 
and personal possessions reflect his sociable orientation. 

In some recent conversations, he has mentioned his long-standing desire 
to own a high quality watch. After considerable thought and consideration 
of his tastes, you decide to buy him a high quality watch as his 30th 
birthday gift. 

You know that your brother's running is associated with his self image as 
a serious athlete and the items in his running ensemble emphasize 
performance. He proj ects this self image to his colleagues by maintaining 
and discussing a "training diary" in which he records the time associated 
with his daily runs. Hence, you believe that his primary value for the 
watch would be to keep time accurately. 

You have visited several specialty watch stores. Finally, after 
significant search, you have narrowed your options to two watches in the 
Pheoton line and two watches in the Nigiren line. The following 
descriptions of the watches are drawn from the product brochures that you 
obtained from the dealer. 
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ARS 

TASK INSTRUCTIONS 

You and your brother have always had a very warm and close relationship 
and are not only siblings but best friends. His 30th birthday is coming 
up and you have decided to give him a very nice gift to mark the occasion. 

Your brother is an amateur jogger who runs a leisurely three miles alone 
every evening on a park trail near his house. He is a very private person 
who prefers solitary activities such as running alone over group 
activities and his lifestyle and personal possessions reflect his privacy 
orientation. 

In some recent conversations, he has mentioned his long-standing desire 
to own a high quality watch. After considerable thought and consideration 
of his tastes, you decide to buy him a high quality watch as his 30th 
birthday gift. 

You know that your brother's running is associated with his self image as 
a person of good taste and the items in his running ensemble emphasize 
this self image. He reinforces this self-image with himself by attending 
to the style and appearance of the equipment he uses for his daily runs. 
Hence, you believe that his primary value for the watch would be to 
reinforce his good taste to himself. 

You have visited several specialty watch stores. Finally, after 
significant search, you have narrowed your options to two watches in the 
Pheoton line and two watches in the Nigiren line. The following 
descriptions of the watches are drawn from the product brochures that you 
obtained from the dealer. 
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TASK INSTRUCTIONS 

You and your brother have always had a very warm and close relationship 
and are not only siblings but best friends. His 30th birthday is coming 
up and you have decided to give him a very nice gift to mark the occasion. 

Your brother is an amateur jogger who runs a leisurely three miles alone 
every evening on a park trail near his house. He is a very sociable 
person who prefers group activities such as running with his colleagues 
over solitary activities and his lifestyle and personal possessions 
reflect his sociable orientation. 

In some recent conversations, he has mentioned his long-standing desire 
to own a high quality watch. After considerable thought and consideration 
of his tastes, you decide to buy him a high quality watch as his 30th 
birthday gift. 

You know that your brother's running is associated with his self image as 
a person of good taste and the items in his running ensemble emphasize 
this self image. He projects this self image to his colleagues by 
attending to and discussing the style and appearance of the equipment he 
uses for his daily runs. Hence, you believe that his primary value for 
the watch would be to project his good taste to his colleagues. 

You have visited several specialty watch stores. Finally, after 
significant search, you have narrowed your options to two watches in the 
Pheoton line and two watches in the Nigiren line. The following 
descriptions of the watches are drawn from the product brochures that you 
obtained from the dealer. 
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TASK INSTRUCTIONS 

You and your brother have always had a very warm and close relationship 
and are not only siblings but best friends. His 30th birthday is coming 
up and you have decided to give him a very nice gift to mark the occasion. 

In some recent conversations, he has mentioned his long-standing desire 
to own a high quality watch. After considerable thought and consideration 
of his tastes, you decide to buy him a high quality watch as his 30th 
birthday gift. 

You have visited several specialty watch stores. Finally, after 
significant search, you have narrowed your options to two watches in the 
Pheoton line and two watches in the Nigiren line. The following 
descriptions of the watches are drawn from the product brochures that you 
obtained from the dealer. 
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APPENDIX E 
ICC 

THE CHATEAU ADELE WINES 

The Chateau Adele Winery is a family operated company that produces some 
of the best wine in France. Located on the northern slopes of the Reneu 
valley in southern France, it has been a quality wine producer since 1832. 
The dry climate combined with the cool winds from the north ripens the 
grapes slowly and evenly, resulting in superb wines. 

The two chateau Adele wines that you are considering for your colleague 
are described below: 

The 1988 Chateau Adele Cabernet Sauvignon is the top of the line of 
Chateau Adele wines. It has an unusual purity of fruit and a supple 
texture that makes it unique. Its opaque purple color suggests the depth 
of the wine. Perfect balance and concentration of all elements - ripe 
frui t, oak, acid and tannin - provide depth and length in an opulent wine. 

The 1988 Chateau Adele Cabernet Sauvignon is stylish but does not appear 
"new" or "stylized." It actually feels like it is old-style since the 
character of the earth shows up in the finish, creeping out from beh~nd 
the awesome size of the wine. A classic, the wine has won many awards and 
retails at specialty wine dealers for $41.95. 

The 1990 Chateau Adele Herlot is another fine wine from the Chateau Adele 
winery. It is a distinctive Merlot, perfectly balanced, and with a deep 
and inky color. The deep, earthy aroma is complex and brooding: In the 
mouth the wine is smooth and large in taste with a muscular fruit 
component and spicy earthy character. The lingering finish gives you time 
to think about how pleasant this multifaceted wine is. It retails for 
$10.95. 
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THE CLEOS ESTATE WINES 

The Cleos Estate Winery is a family business and has a reputation aS,a top 
French wine producer. The winery is located in the northWest slope of the 
Louron valley in southeastern France, and has produced high quality wines 
for over 150 years. The climate is dry with occasional foggy winds coming 
from the sea. As a result, the grapes take a long time to ripen. This 
slow process reduces uneven ripening and thus produces wines of 
consistently superior quality. 

The two Cleos Estate wines that you are considering for your colleague are 
described below: 

The 1988 Cleos Estate Cabernet sauvignon is an 0lftstanding wine and 
represents the very best of the Cleos Estate w~nery. This truly 
sensational Cabernet sauvignon reveals itself like a carefully-timed wave 
of fruit. The color is a dark purple all the way to the rim of the glass. 
Ripe berry aromas blend into a complex and ethereal nose of herbs and new 
oak scents. 

Deeply ripe, fat and mellifluous, the 1988 Cleos Estate Cabernet Sauvignon 
maintains an impeccable balance. Generous complex fruit flavors line the 
finish, surrounded by firm tannins. Complex and voluptuous in the mouth, 
it shows a layering of flavors that persists for minutes in the ripe 
aftertaste. An international award winning wine, it is available at 
leading wine dealers for $41.50. 

The 1990 Cleos Estate Merlot is another quality wine from the Cleos Estate 
winery. The intensity of this deep purple wine expresses the full-bodied 
texture that is to come. High amplitude French oak aromas blend with 
fruit in an excellent balance. Elegant, but still youthful in its tannic 
structure, the fruit flavors start well and carry all the way through. 
Supple texture, complex flavors, built to last. It retails for $10.50. 
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APPENDIX F 
ITR 

THE CHATEAU ADELE WINES 

The Chateau Adele Winery is a family operated company that produces some 
of the best wine in France. Located on the northern slopes of the Reneu 
valley in southern France, it has been a quality wine producer since 1832. 
The dry climate combined with the cool winds from the north ripens the 
grapes slowly and evenly, resulting in superb wines. 

The two Chateau Adele wines that you are considering for your colleague 
are described below: 

The LIMITED EDITION 1988 Chateau Adele Cabernet Sauvignon is the top of 
the line of Chateau Adele wines. It has an unusual purity of fruit and a 
supple texture that makes it unique. Its opaque purple color suggests the 
depth of the wine. Perfect balance and concentration of all elements -
ripe fruit, oak, acid and tannin - provide depth and length in an opulent 
wine. By company policy, only 400 cases of the LIMITED EDITION 1988 
Chateau Adele Cabernet Sauvignon are made available for distribution 
through the company's original French dealer. 

The 1988 Chateau Adele Cabernet Sauvignon is stylish but does not appear 
"new" or "stylized." It actually feels like it is old-style since the 
character of the earth shows up in the finish, creeping out from behind 
the awesome size of the wine. A classic, the wine has won many awards and 
retails at specialty wine dealers for $41.95. Each of the 4800 limited 
edition bottles bears an individual serial number on the label. 

The 1990 Chateau Adele Merlot is another fine wine from the Chateau Adele 
winery. It is an distinctive Merlot, perfectly balanced, and with a deep 
and inky color. The deep, earthy aroma is complex and brooding. In the 
mouth the wine is smooth and large in taste with a muscular fruit 
component and spicy earthy character. The lingering finish gives you time 
to think about how pleasant this multifaceted wine is. It retails for 
$10.95. 
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APPENDIX G 
IRF 

TASK INSTRUCTIONS 

You and a colleague have been working together for some time and have 
developed a cordial relationship over the years. His next birthday is 
corning up and you have decided to mark the occasion with a nice gift. 

Your colleague is a bachelor who lives by himself, keeps his apartment in 
good shape, and is also an accomplished cook. He is a very private person 
who prefers solitary activities such as dining alone over throwing larger 
dinner parties. His lifestyle and hobbies reflect his privacy 
orientation. Thus, he enjoys spending time at horne preparing tasty dishes 
for his solitary dinners. 

Along with his love for cooking, you know that your colleague enjoys good 
wine. After consideration of his tastes and preferences, you decide to 
buy him a bottle of fine wine as a birthday gift. 

You know that your colleague I s self image is one of a competent, 
perforrnance-orientedperson. His cooking, which focuses on simple, tasty 
dishes for himself reinforces this self-image. You feel that he would 
value a bottle of wine that he could drink at one of his solitary dinne~s. 
Thus, you believe that his primary value for the wine would be its 
compatibility with the simple, tasty meals he would typically cook for 
himself. 

You visit your local specialty wine store. After some searching, you have 
narrowed your options to wines from two well-known wineries: the Cleos 
Estate Winery and the Chateau Adele Winery. The following descriptions 
of the wines are drawn from wine catalogs that you obtained from the 
dealer. 
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TASK INSTRUCTIONS 

You and a colleague have been working together for some time and have 
developed a cordial relationship over the years. His next birthday is 
corning up and you have decided to mark the occasion with a nice gift. 

Your colleague is a bachelor who lives by himself, keeps his apartment in 
good shape, and is also an accomplished cook. He is a very sociable 
person who prefers group activities such as throwing large dinner parties 
over dining alone. His lifestyle and hobbies reflect his sociable 
orientation. Thus, he enjoys entertaining at horne by preparing tasty 
dishes for his dinners with his friends. 

Along with his love for cooking, you know that your colleague enjoys good 
wine. After consideration of his tastes and preferences, you decide to 
buy him a bottle of fine wine as a birthday gift. 

You know that your colleague's self image is one of a competent, 
performance-oriented person. His cooking, which focuses on simple, tasty 
dishes for his friends, projects this self-image. You feel that he would 
value a bottle of wine that he could drink at dinner with his frien~s. 
Thus, you believe that his primary value for the wine would be 
compatibility with the simple, tasty meals he would typically cook for his 
friends. 

You visit your local specialty wine store. After some searching, you have 
narrowed your options to wines from two well-known wineries: the Cleos 
Estate Winery and the Chateau Adele Winery. The following deseriptions 
of the wines are drawn from wine catalogs that you obtained from the 
dealer. 
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TASK INSTRUCTIONS 

You and a colleague have been working together for some time and have 
developed a cordial relationship over the years. His next birthday is 
corning up and you have decided to mark the occasion with a nice gift. 

Your colleague is a bachelor who lives by himself, keeps his apartment in 
good shape, and is also an accomplished cook. He is a very priVate person 
who prefers solitary activities such as dining alone over throwing larger 
dinner parties. His lifestyle and hobbies reflect his privacy 
orientation. Thus, he enjoys spending time at home preparing tasty dishes 
for his solitary dinners. 

Along with his love for cooking, you know that your colleague enjoys good 
wine. After consideration of his tastes and preferences, you decide to 
buy him a bottle of fine wine as a birthday gift. 

You know that your colleague's self image is one of a person of refined 
taste. His cooking, which focuses on elaborate, exotic dishes for himself 
reinforces this self-image. You feel that he would value a bottle of wine 
that he could drink at one of his solitary dinners. Thus, you beli~ve 
that his primary value for the. wine would be its compatibility with the 
elaborate and exotic meals he would typically cook for himself. 

You visit your local specialty wine store. After some searching, you have 
narrowed your options to wines from two well-known wineries: the Cleos 
Estate Winery and the Chateau Adele Winery. The following descriptions 
of the wines are drawn from wine catalogs that you obtained ·from the 
dealer. 
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TASK INSTRUCTIONS 

You and a colleague have been working together for some time and have 
developed a cordial relationship over the years. His next birthday is 
corning up and you have decided to mark the occasion with a nice gift. 

Your colleague is a bachelor who lives by himself, keeps his apartment in 
good shape, and is also an accomplished cook. He is a very sociable 
person who prefers group activities such as throwing large dinner parties 
over dining alone. His lifestyle and hobbies reflect his sociable 
orientation. Thus, he enjoys entertaining at horne by preparing tasty 
dishes for his dinners with his friends. 

Along with his love for cooking, you know that your colleague enjoys good 
wine. After consideration of his tastes and preferences, you decide to 
buy him a bottle of fine wine as a birthday gift. 

You know that your colleague's self image is one of a person of refined 
taste. His cooking, which focuses on elaborate, exotic dishes for his 
friends, projects this self-image. You feel that he would value a bottle 
of wine that he could drink at one of his dinners with his friends. Th~s, 
you believe that his primary value for the wine would be its compatibility 
with the elaborate and exotic meals he would typically cook for his 
friends. 

You visit your local specialty wine store. After some searching, you have 
narrowed your options to wines from two well-known wineries: the Cleos 
Estate Winery and the Chateau Adele winery. The following descriptions 
of the wines are drawn from wine catalogs that you obtained from the 
dealer. 
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TASK INSTRUCTIONS 

You and a colleague have been working together for some time and have 
developed a cordial relationship over the years. His next birthday is 
corning up and you have decided to mark the occasion with a nice gift. 

Your colleague is a bachelor who lives by himself, keeps his apartment in 
good shape, and is also an accomplished cook. Along with his love for 
cooking, you know that your colleague enjoys good wine. After 
consideration of his tastes and preferences, you decide to buy him a 
bottle of fine wine as a birthday gift. 

You visit your local specialty wine store. After some searching, you have 
narrowed your options to wines from two well-known wineries: the Cleos 
Estate Winery and the Chateau Adele Winery. The following descriptions 
of the wines are drawn from wine catalogs that you obtained from the 
dealer. 
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APPENDIX H 

OUESTIONNAIRE 

PART A 

After considering the watches described earlier, you realize that your 
budget will not permit you to spend over $250 on the watch for your 
brother. This makes it impossible for you to consider either the Pheoton 
Monarch or the Nigiren Royale. Thus, you recognize that your decision is 
limited to the Pheoton Chronometer and the Nigiren Timestar. 

We would like you to keep in mind your assessment of your brother's needs, 
tastes and preferences as described earlier. When answering questions. 
pleas7 ~eel free to aO to previous sections and review the task 
descnpt10ns . 

1. Please rate the desirability of the Pheoton Chronometer relative to 
the Nigiren Times tar . Circle the number that best represents your 
judgment. 

Less 
Desirable 

1 2 3 4 5 6 7 More 
Desirable 

2. We would like you to divide 100 points between the Pheoton 
Chronometer and the Nigiren Timestar such that the division reflects the 
likelihood of your purchasing each watch. For example, if you are certain 
that you would buy the Pheoton.Chronometer and there is no chance of your 
buying the Nigiren Timestar, your point allocation should be Pheoton 
Chronometer = 100; Nigiren Timestar = O. If you are indifferent between 
the two watches, you should assign 50 points to each. Other divisions 
would reflect different likelihoods of purchase. 

Pheoton Chronometer 

Nigiren Timestar 

3 . Which one of the two watches would you choose for your brother ? 
Check only one of the two options. 

Pheoton Chronometer 

Nigiren Timestar 



168 

PART B 

4. please provide your overall assessment of the features of the Pheoton 
Chronometer relative to the Nigiren Times tar . Circle the number that best 
represents your judgment. 

Worse 
Features 

1 2 3 4 5 6 7 Better 
Features 

5. please provide your overall assessment of the quality of the Pheoton 
Chronometer relative to that of the Nigiren Timestar. Circle the number 
that best represents your judgment. 

Lower 
Quality 

1 2 3 4 5 6 7 Higher 
Quality 

6. Please provide your expected assessment of the overall performance 
of the pheoton Chronometer relative to the Nigiren Timestar. Circle the 
number that best represents your judgment. 

Worse 1 2 3 4 
performance 

5 6 7 Better 
performance 

7. Please provide your assessment of the exclusivity of the pheoton 
Chronometer relative to the Nigiren Times tar . Circle the number that best 
represents your judgment. 

Less.1 
Exclusive 

2 3 4 5 6 7 More 
exclusive 

8. Please provide your assessment of how prestigious the Pheoton 
Chronometer is relative to the Nigiren Timestar. Circle the number that 
best represents your judgment. 

Less 1 2 3 4 
prestigious 

5 6 7 More 
prestigious 

9. Please provide your assessment of the extent to which the pheoton 
Chronometer functions as a status symbol relative to the Nigiren Timestar. 
Circle the number that best represents your judgment. 

Lesser 
Extent 

1 2 3 4 5 6 7 Greater 
Extent 
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PART C 

Assume now that your budget permits you to purchase either the Pheoton 
Monarch or the Nigiren Royale for your brother. Keep in mind your 
assessment of your brother's needs, tastes and preferences as described 
earlier. Please review the task descriptions provided and then answer the 
questions below. 

10. Please rate the desirability of the Pheoton Monarch relative to the 
Nigiren Royale. Circle the number that best represents your judgment. 

Less 
Desirable 

1 2 3 4 5 6 7 More 
Desirable 

11. We would like you to divide 100 points between the Pheoton Monarch 
and the Nigiren Royale such that the division reflects the likelihood of 
your purchasing each watch. For example, if you are certain that you 
would buy the Pheoton Monarch and there is no chance of your buying the 
Nigiren Royale, your point allocation should be Pheoton Monarch = 100; 
Nigiren Royale = O. If you are indifferent between the two watches, you 
should assign 50 points to each. Other divisions would reflect different 
likelihoods of purchase. 

Pheoton Monarch 

Nigiren Royale 

12. Which one of the two watches would you choose for your brother? 
Check only one of the two options. 

Pheoton Monarch 

Nigiren Royale 



170 

PART D 

13. Please provide your overall assessment of the features of the 
Pheoton Monarch relative to the Nigiren Royale. Circle the number that 
best represents your judgment. 

Worse 
Features 

1 2 3 4 5 6 7 Better 
Features 

14. Please provide your overall assessment of the quality of the Pheoton 
Monarch relative to that of the Nigiren Royale. Circle the number that 
best represents your judgment. 

Lower 
Quality 

1 2 3 4 5 6 7 Higher 
Quality 

15. Please provide your expected assessment of the overall performance 
of the Pheoton Monarch relative to the Nigiren Royale. Circle the number 
that best represents your judgment. 

Worse 1 2 3 4 
Performance 

5 6 7 Better 
Performance 

16. Please provide your assessment of the exclusivity of the Pheoton 
Monarch relative to the Nigiren Royale. Circle the number that best 
represents your judgment. 

Less 
Exclusive 

1 2 3 4 5 6 7 More 
exclusive 

17. Please provide your assessment of how prestigious the Pheoton 
Monarch is relative to the Nigiren Royale. Circle the number that best 
represents your judgment. 

Less 1 2 3 4 
prestigious 

5 6 7 More 
prestigious 

18. Please provide your assessment of the extent to which the Pheoton 
Monarch functions as a status symbol relative to the Nigiren Royale. 
Circle the number that best represents your judgment. 

Lesser 
Extent 

1 2 3 4 5 6 7 Greater 
Extent 



PART E 

19. The descriptions of the four watches were quite realistic. 

Strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree 

171 

20. Buying a watch as a gift for your brother's 30th birthday is a 
realistic situation. 

Strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree 

21. The choice task in the study scenario was quite interesting. 

strongly 1 2 3 4 5 6 7 Strongly 
Disagree Agree 

22. Your brother's preferences for a watch were described adequately 
in the task instructions. 

Strongly 1 2 3 4 5 6 7 Strongly 
Disagree Agree 

Please indicate the level of your agreement or disagreement with the 
following statements by circling the appropriate number. 

23. Your brother is likely to value a watch for its accurate timekeeping 
ability. 

Strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree 

24. Your brother is likely to values a watch for its ability to project 
an image of good taste. 

Strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree 

25. Your brother is likely to value a watch for its styling and 
appearance. 

Strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree 

26. Your brother is likely to value a watch purely for its functional 
features. 

Strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree 
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27. Your brother is liekly to show a gift watch off to his colleauges. 

Strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree 

28. A gift watch will be inconspicuous among your brother's possessions. 

Strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree 

29. Your brother is likely to talk about a gift watch with his colleagues. 

Strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree 

30. A watch is likely to be used by your brother in solitary activities. 

Strongly 
Disagree 

1 2 3 4 5 6 7 strongly 
Agree 

31. Your brother is more likely to use the gift watch in public versus 
private situations. 

Strongly 
Disagree 

1 2 3 4 5 6 7 strongly 
Agree 

32. The gift watch is more likely to be valued for its objective versus 
image properties. 

Strongly 1 2 3 4 5 6 7 Strongly 
Disagree Agree 

33. The descriptions of the four watches were quite realistic. 

Strongly 1 2 3 4 5 6 7 Strongly 
Disagree Agree 

34. Buying a watch as a gift for your brother's 30th birthday is a 
realistic situation. 

Strongly 1 2 3 4 5 6 7 strongly 
Disagree Agree 

35. The choice task in the study scenario was quite interesting. 

Strongly 1 2 3 4 5 6 7 strongly 
Disagree Agree 

36. Your brother's preferences for a watch were described adequately in 
the task instructions. 

Strongly 1 2 3 4 5 6 7 Strongly 
Disagree Agree 
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PART F 

We would like the following information for classification purposes only. 
Your identity will only be known to the researchers and will not be 
revealed in any report of this study. 

23. Your age: ____________________________ years 

24. Gender: Male Female 

25. Occupation: 

26. If you are a student, please indicate: 

Major: 

Year: ______ Freshman/sophomore 
______ ,Junior/Senior 
______ ,Graduate student 
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APPENDIX I 

OUEST:rONNAl:RE 

PART A 

After considering the wines described earlier, you realize that your 
budget will not permit you to spend over $20 on the wine for your 
colleague .. This makes it impossible for you to consider either the 1988 
Chateau Adele Cabernet Sauvignon or the 1988 Cleos Estate Cabernet 
Sauvignon. Thus, you recognize that your decision is limited to the 1990 
Chateau Adele Merlot and the 1990 Cleos Estate Merlot. 

We would like you answer the following questions keeping in mind your 
assessment of your colleague's needs. tastes and preferences as described 
earlier. When answering the questions below. please feel free to go back 
to the previous sections and to review the task descriptions provided. 

1. Please rate the desirability of the 1990 Chateau Adele Merlot 
relative to the 1990 Cleos Estate Merlot. Circle the number that best 
represents your judgment. 

Less 
Desirable 

1 2 3 4 5 6 7 More 
Desirable 

2. We would like you to divide 100 points between the 1990 Chat!3au Adele 
Merlot and the 1990 Cleos Estate Merlot such that the division reflects 
the likelihood of your purchasing each wine. For example, if you are 
certain that you would buy the 1990 Chateau Adele Merlot and there is no 
chance of your buying the 1990 Cleos Estate Merlot, your point allocation 
should be 1990 Chateau Adele Merlot = 100i 1990 Cleos Estate Merlot = O. 
If you are indifferent between the two wines, you should assign 50 points 
to each. Other divisions would reflect different likelihoods of purchase. 

1990 Chateau Adele Merlot 

1990 Cleos Estate Merlot 

3. Which one of the two wines would you choose for your colleague? 
Check only one of the two options. 

1990 Chateau Adele Merlot 

1990 Cleos Estate Merlot 
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PART B 

4. Please indicate your overall assessment of the features of the 1990 
Chateau Adele Merlot relative to the 1990 Cleos Estate Merlot. Circle the 
number that best represents your judgment. 

Worse 
Features 

1 2 3 4 5 6 7 Better 
Features 

5. Please indicate your overall assessment of the quality of the 1990 
Chateau Adele Merlot relative to that of the 1990 Cleos Estate Merlot. 
Circle the number that best represents your judgment. 

Lower 
Quality 

1 2 3 4 5 6 7 Higher 
Quality 

6. Please indicate your expected degree of the overall satisfaction with 
the 1990 Chateau Adele Merlot relative to the 1990 Cleos Estate Merlot. 
Circle the number that best represents your judgment. 

Lower 1 2 3 4 
Satisfaction 

5 6 7 Higher 
satisfaction 

7. Please indicate your assessment of the exclusivity of 'the 1990 
Chateau Adele Merlot relative to the 1990 Cleos Estate Merlot. Circle the 
number that best represents your judgment. 

Less 
Exclusive 

1 2 3 4 5 6 7 More 
Exclusive 

8. Please indicate your assessment of how prestigious the 1990 Chateau 
Adele Merlot is relative to the 1990 Cleos Estate Merlot. Circle the 
number that best represents your judgment. 

Less 1 2 3 4 
Prestigious 

5 6 7 More 
Prestigious 

9. Please indicate your assessment of the extent to which the 1990 
Chateau Adele Merlot functions as a status symbol relative to the 1990 
Cleos Estate Merlot. Circle the number that best represents your 
judgment. 

Lesser 
Extent 

1 2 3 4 5 6 7 Greater 
Extent 
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PART C 

Assume now that your budget permits you to purchase either the 1988 
Chateau Adele Cabernet Sauvignon or the 1988 Cleos Estate Cabernet 
sauvignon for your colleague. Keep in mind your assessment of ~ 
colleague I s needs. tastes and preferences as described earlier. Hhml 
answering the questions below. please feel free to go back to previous 
sections and to review the task descriptions provided. 

10. Please rate the desirability of the 1988 Chateau Adele Cabernet 
sauvignon relative to the 1988 Cleos Estate Cabernet sauvignon. Circle 
the number that best represents your judgment. 

Less 
Desirable 

1 2 3 4 5 6 7 More 
Desirable 

11. We would like you to divide 100 points between the 1988 Chateau 
Adele Cabernet sauvignon and the 1988 Cleos Estate Cabernet Sauvignon such 
that the division reflects the likelihood of your purchasing each wine. 
For example, if you are certain that you would buy the 1988 Chateau Adele 
Cabernet sauvignon and there is no chance of your buying the 1988 Cleos 
Estate Cabernet Sauvignon, your point allocation should be 1988 Chateau 
Adele Cabernet sauvignon = 100; 1988 Cleos Estate Cabernet Sauvignon =.0. 
If you are indifferent between the two wines, you should assign 50 points 
to each. Other divisions would reflect different likelihoods of purchase. 

1988 Chateau Adele Cabernet sauvignon 

1988 Cleos Estate Cabernet Sauvignon 

12. Which one of the two wines would you choose for your colleague? 
Check only one of the two options. 

1988 Chateau Adele Cabernet Sauvignon 

1988 Cleos Estate Cabernet sauvignon 
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PART D 

13. Please indicate your overall assessment of the features of the 1988 
Chateau Adele Cabernet Sauvignon relative to the 1988 Cleos Estate 
Cabernet sauvignon. Circle the number that best represents your judgment. 

Worse 
Features 

1 2 3 4 5 6 7 Better 
Features 

14. Please indicate your overall assessment of the quality of the 1988 
Chateau Adele Cabernet Sauvignon relative to that of the 1988 Cleos Estate 
Cabernet sauvignon. Circle the number that best represents your judgment. 

Lower 
Quality 

1 2 3 4 5 6 7 Higher 
Quality 

15. Please indicate your expected degree of the overall satisfaction 
with the 1988 Chateau Adele Cabernet Sauvignon relative to the 1988 Cleos 
Estate Cabernet sauvignon. Circle the number that best represents your 
judgment. 

Lower 1 2 3 4 
Satisfaction 

5 6 7 Higher 
Satisfaction 

16. Please indicate your assessment of the exclusivity of the 1988 
Chateau Adele Cabernet Sauvignon relative to the 1988 Cleo's Estate 
Cabernet Sauvignon. Circle the number that best represents your judgment. 

Less 
Exclusive 

1 2 3 4 5 6 7 More 
Exclusive 

17. Please indicate your assessment of how prestigious the 1988 Chateau 
Adele Cabernet Sauvignon is relative to the 1988 Cleos Estate Cabernet 
sauvignon. Circle the number that best represents your judgment. 

Less 1 2 3 4 
prestigious 

5 6 7 More 
Prestigious 

18. Please indicate your assessment of the extent to which the 1988 
Chateau Adele Cabernet sauvignon functions as a status symbol relative to 
the 1988 Cleos Estate Cabernet sauvignon. Circle the number that best 
represents your judgment. 

Lesser 
Extent 

1 2 3 4 5 6 7 Greater 
Extent 
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PART E 

From this point on, please do not refer back to the task descriptions 
provided previously, Rather answer the questions as best as you can from 
memory or from your impressions so far, Please answer the following 
questions by circling the number that best represents your judgment, 

19, How restricted is the availability of the 1988 Chateau Adele 
Cabernet sauvignon relative to that of the 1988 CleosEstate Cabernet 
sauvignon ? 

Less 1 2 3 4 
Restricted 

5 6 7 More 
Restricted 

20, How restricted is the availability of the 1990 Chateau Adele Merlot 
relative to that of the 1990 Cleos Estate Merlot ? 

Less 1 2 3 4 
Restricted 

5 6 7 More 
Restricted 

21. How difficult is it to obtain the 1988 Chateau Adele Cabernet 
sauvignon relative to the 1988 Cleos Estate Cabernet Sauvignon ? 

Less 
Difficult 

1 2 3 4 5 6 7 More 
Difficult 

22. How difficult is it to obtain the 1990 Chateau Adele Merlot relative 
to the 1990 Cleos Estate Merlot ? 

Less 
Difficult 

1 2 3 4 5 6 7 More 
Difficult 

Please indicate the level of your agreement or disagreement 'with the 
following statements by circling the appropriate number. 

23. Your colleague is likely to value a wine for its compatibility with 
simple tasty dishes. 

. Strongly 1 2 3 4 5 6 7 Strongly 
Disagree Agree 

24. Your colleague is likely to value a wine for its compatibility with 
elaborate, exotic dishes. 

strongly 1 2 3 4 5 6 7 Strongly 
Disagree Agree 

25. Your colleague is likely to value a wine for its ability to project 
an image of refined taste. 

Strongly 1 2 3 4 5 6 7 strongly 
Disagree Agree 

26. Your colleague is likely to value a wine purely for its flavor and 
drinkability. 

Strongly 1 2 3 4 5 6 7 Strongly 
Disagree Agree 
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27. Your colleague is likely to show a gift wine off to his friends. 

Strongly 1 2 3 4 5 6 7 Strongly 
Disagree Agree 

28. Your colleague's consumption of a gift wine is likely to be 
inconspicuous. 

Strongly 1 2 3 4 5 6 7 Strongly 
Disagree Agree 

29 . Your colleague is likely to talk about a gift wine with his friends. 

strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree 

30. Your colleague is likely to consume a gift wine while dining by 
himself. 

Strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree 

31. You colleague is more likely to use the gift wine in public versus 
private situations. 

Strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree 

32. The gift wine is more likely to be valued for its objective versus 
image properties. 

Strongly 1 
Disagree 

33. The descriptions 

Strongly 1 
Disagree 

34. Buying a wine 
realistic situation. 

35. 

Strongly 
Disagree 

The choice 

Strongly 
Disagree 

1 

task 

1 

2 3 

of the four 

2 3 

as a gift 

2 3 

in the study 

2 3 

4 5 6 7 Strongly 
Agree 

wines were quite realistic. 

4 5 

for your 

4 5 

scenario 

4 5 

6 7 Strongly 
Agree 

colleague's birthday is 

6 7 Strongly 
Agree 

was quite interesting. 

6 7 Strongly 
Agree 

a 

36. Your colleague's preferences for a wine were described adequately 
in the task instructions. 

Strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree. 
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PART F 

We would like the following information for classification purposes only. 
Your identity will only be known to the researchers and will not be 
revealed in any report of this study. 

37. 

38. 

Your age: 

Gender: 

39. Occupation: 

____________________________ years 

Male Female 

40. If you are a student, please indicate: 

Major: 

Year: ______ Freshman/Sophomore 
____ ~Junior/Senior 
______ Graduate student 
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APPENDIX J 

BACKGROUND 

As marketing researchers, we are very interested in developing research 
techniques that help us understand the market potential for new products. 
The purpose of this study is to test some market research techniques that 
will help determine consumer reactions to products before they are 
actually test marketed or launched. 

These research techniques can result in better and quicker identification 
of consumer acceptance of new products and can save millions of dollars 
for companies that use them prior to new product development and 
introduction. This not only improves the company's profitability, but 
also lowers the prices that consumers pay for new products by eliminating 
wasteful expenditures on products that consumers do not like. For these 
reasons, it is important that you review and follow the study instructions 
carefully. 

Because we do not want actual brand names to affect the study results, all 
the brand names used in the study are fictitious. However, the products 
described are based on real products and represent the types of choices 
that are actually available in the marketplace. Consequently, we would 
like you to imagine that ~ are the consumer in the product purch~se 
situation described and respond accordingly. 

Please carefully read the study instructions. After you have completed 
reading them, please turn to the enclosed questionnaire and answer the 
questions as indicated. There are no right or wrong answers and we are 
primarily interested in how you feel you would respond in that s~tuation. 

Thank you very much for your cooperation. Please turn the page and read 
the next set of task instructions. 
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TASK INSTRUCTIONS 

Imagine that you are in the market for a luxury watch. This is a treat you 
have been wanting to give yourself for several years of hard work that 
have brought you professional success. You have an affinity for brand name 
quality products and are quite conscious of the status implications of 
your possessions. 

Although you have a budget constraint, you know that you can comfortably 
afford the payments associated with a watch priced around $1,400. You have 
done a careful search of watches in the $1,000 to $1,500 range and after 
careful consideration you have culled the options down to two watches -
the PHEOTON MONARCH and the NIGIREN ROYALE. Each of these is a real watch, 
however, the brand names have been intentionally disguised for study 
purposes. Although the watches are somewhat different, they are the two 
that have the best "feel' to them. You are now at the point where you will 
choose between the two. 

On the following pages, we describe the two watches. Please review this 
information carefully and try to form an impression of each watch on the 
basis of the information provided. 
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APPENDIX K 

Group Xi 
This group consists of people with substantial wealth which is invested in both 
financial assets (stocks, bonds, other securities) as well as in real estate. 
Most of these people have inherited their money and their job is usually the 
management of their investments. Their consumption is characterized by the 
acquisition of the most luxurious products with an emphasis on expensive brand 
names. 

Group H: 
This group consists primarily of successful professionals (e. g. medical doctors, 
lawyers, engineers, upper level managers, etc.) wi th several years 0 f job 
experience. Typically, they are at the peak of their careers and their earning 
power. They are identified by very high levels of education (mostly master's 
degrees and Ph. Os) and the expert knowledge associated with it. Not only are the 
group's incomes higher, but they can transfer their knowledge across professional 
settings. 

Group Ll: 
This group consists primarily of successful white collar office workers 
(accountants, bookkeepers, administrative assistants, paralegals, etc.) with 
several years of experience. Typically, they are at the peak of their careers and 
their earning power. They are identified by relatively high levels of education 
(mostly bachelor's degrees). their education provides them with good knowledge 
in their respective fields and their years of professional experience have 
resulted in them developing a great deal of expertise. 

Group L2: 
This group consists primarily of white collar office workers (accountants, 
bookkeepers, administrative assistants, 'paralegals, etc.) at the beginning of 
their careers. Typically, they are at the early stages of their careers and 
earning power. They are identified by relatively high levels of education (mostly 
bachelor's degrees). Their education provides them with good knowledge in their 
respective fields but due to their limited professional experience their 
expertise is not fully developed. . 

Group L3: 
This group consists primarily of successful blue collar technicians 
(electricians, maintenance personnel, carpenters, plumbers, etc.) with several 
years of job experience. Typically, they are at the peak of their careers and 
their earning power. They are identified by middle levels of education (mostly 
technical school). As a result of their education and training they have a good 
knowledge in their respective fields and their years of professional experience 
have resulted in them developing a great deal of expertise. 

Group L4: 
This group consists primarily of blue collar technicians (electricians, 
maintenance personnel, carpenters, plumbers, etc.) at the beginning of their 
careers. Typically, they are at the early stages of their careers and their 
earning power. They are identified by middle levels of education (mostly 
technical school). Their education provides them with good knowledge in their 
respective fields, but due to their limited professional experience their 
expertise in not fully developed. 
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APPENDIX r, 

THE PHEOTON MONARCH 

The Pheoton Watch Company was established in Switzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is known for its unwavering commitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

The Pheoton Monarch represents the top of the Pheoton line and 
incorporates the latest technology in watch manufacturing. The company 
name and the exquisite design reflects quality and projects an image that 
fits the most formal occasions. The Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The Monarch has over 200 hand-assembled precision parts and is 
extraordinarilY resistant to heat and corrosion. Its screwed down crown 
guarantees moisture protection and the watch is tested and certified to 
be waterproof and able to withstand pressures up to a depth of 600 feet. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell where 
the case begins. The hardened mineral crystal is scratch-resistant and 
is surrounded by a unidirectional "notched rotating bezel. The sculpted 
bracelet, made out of gold and platinum accentuates the classic elegance 
of the watch. The Pheoton Monarch indicates time, day, date and moonphase 
in its normal mode. In addition, it offers a state-of-the-art 
chronometric mode with multiple timing options accurate to one-h~dredths 
of·a second. 

The Monarch has been an absolute hit with high level professionals. A 
buyer profile study showed that the product had gained significant 
national penetration into this social stratum. Monarch buyers are 
successful professionals (e.g. medical doctors, lawyers, engineers, upper 
level managers, etc.) with several years of job experience. Typically, 
they are at the peak of their careers and their earning power. They are 
identified by very high levels of education (mostly master's degrees and 
Ph. Ds) and the expert knowledge associated with it. Not only are the 
group's incomes higher, but they can transfer their knowledge across 
professional settings. According to a consumer report study, of every 100 
Monarch owners, 95 fit a profile characterizing this group of successful 
professionals. 

The other 5 fit a profile of established white collar workers. This group 
consists primarily of successful white collar office workers (accountants, 
bookkeepers, administrative assistants, paralegals, etc.) with several 
years of experience. Typically, they are at the peak of their careers and 
their earning power. They are identified by relatively high levels of 
education (mostly bachelor's degrees). Their education provides them with 
good knowledge in their respective fields and their years of professional 
experience have resulted in them developing a great deal of expertise. The 
Monarch retails for $1299.95 at specialty watch dealers. 
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THE PHEOTON MONARCH 

The Phaoton Watch Company was established in switzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is known for its unwavering commitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

Tha Phaoton Monarch represents the top of the Pheoton line and 
incorporates the latest technology in watch manufacturing. The company 
name and the exquisite design reflects quality and projects an image that 
fits the most formal occasions. The Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The Monarch has over 200 hand-assembled prec1s10n parts and is 
extraordinarily resistant to heat and corrosion. Its screwed down crown 
guarantees moisture protection and the watch is tested and certified to 
be waterproof and able to withstand pressures up to a depth of 600 feet. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell where 
the case begins. The hardened mineral crystal is scratch-resistant and 
is surrounded by a unidirectional-notched rotating bezel. The sculpted 
bracelet, made out of gold and platinum accentuates the classic elegance 
of the watch. The Phaoton Monarch indicates time, day, date and moonphase 
in its normal mode. In addition, it offers a state-of-the-art 
chronometric mode with multiple timing options accurate to one-hundredths 
of a second. . 

The Monarch has been popular with high level professionals. A buyer 
profile study showed that the product had gained significant national 
penetration into this social stratum. Monarch buyers are successful 
professionals (e.g. medical doctors, lawyers, engineers, upper level 
managers, etc.) with several years of job experience. Typically, they are 
at the peak of their careers and their earning power. They are identified 
by very high levels of education (mostly master's degrees and Ph.Ds) and 
the expert knowledge associated with it. Not only are the group's incomes 
higher, but they can transfer their knowledge across professional 
settings. According to a consumer report study, of every 100 Monarch 
owners, 50 fit a profile characterizing this group of successful 
p~ofessionals. 

The other 50 fit a profile of established white collar workers. This group 
consists primarily of successful white collar office workers (accountants, 
bookkeepers, administrative assistants, paralegals, etc.) with several 
years of experience. Typically, they are at the peak of their careers and 
their earning power. They are identified by relatively high levels of 
education (mostly bachelor's degrees). Their education provides them with 
good knowledge in their respective fields and their years of professional 
experience have resulted in them developing a great deal of expertise. The 
Monarch retails for $1299.95 at specialty watch dealers. 



186 

THE PHEOTON MONARCH 

The Phaoton Watch Company was established in switzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is known for its unwavering commitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

Tha Phaoton Monarch represents the top of the Pheoton line and 
incorporates the latest technology in watch manufacturing. The company 
name and the exquisite design reflects quality and projects an image that 
fits the most formal occasions. The Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The Monarch has over 200 hand-assembled precision parts and is 
extraordinarily resistant to heat and corrosion. Its screwed down crown 
guarantees moisture protection and the watch is tested and certified to 
be waterproof and able to withstand pressures up to a depth of 600 feet. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell wh~re 
the case begins. The hardened mineral crystal is scratch-resistant and 
is surrounded by a unidirectional· notched rotating bezel. The sculpted 
bracelet, made out of gold and platinum accentuates the classic elegance 
of the watch. The Phaoton Monarch indicates time, day, date and moonphase 
in its normal mode. In addition, it offers a state-of-the-art 
chronometric mode with multiple timing options accurate to one-hundredths 
of a second. . 

The Monarch has been an absolute hit with high level professionals. A 
buyer profile study showed that the product had gained significant 
national penetration into this social stratum. Monarch buyers are 
successful professionals (e.g. medical doctors, lawyers, engineers, upper 
level managers, etc.) with several years of job experience. Typically, 
they are at the peak of their careers and their earning power. They are 
identified by very high levels of education (mostly master's degrees and 
Ph.Ds) and the expert knowledge associated with it. Not only are the 
group's incomes higher, but they can transfer their knowledge across 
professional settings. According to a consumer report study, of every 100 
Monarch owners, 95 fit a profile characterizing this group of successful 
professionals. 

The other 5 fit a profile of novice white collar workers. This group 
consists primarily of white collar office workers (accountants, 
bookkeepers, adrninistrati ve assistants, paralegals, etc.) at the beginning 
of their careers. Typically, they are at the early stages of their careers 
and their earning power. They are identified by relatively high levels of 
education (mostly bachelor'S degrees). Their education provides them with 
good knowledge in their respectiv:e fields but due to their limited 
professional experience their expertise is not fully developed. The 
Monarch retails for $1299.95 at specialty watch dealers. 
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THE PHEOTQN MONARCH 

The Pheoton Watch Company was established in Switzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is known for its unwavering commitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

The Pheoton Monarch represents the top of the Pheoton line and 
incorporates the latest technology in watch manufacturing. The company 
name and the exquisite design reflects quality and projects an image that 
fits the most formal occasions. The Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The Monarch has over 200 hand-assembled prec1s10n parts and is 
extraordinarily resistant to heat and corrosion. Its screwed down crown 
guarantees moisture protection and the watch is tested and certified to 
be waterproof and able to withstand pressures up to a depth of 600 feet. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell where 
the case begins. The hardened mineral crystal is scratch-resistant and 
is surrounded by a unidirectional· notched rotating bezel. The sculpted 
bracelet, made out of gold and platinum accentuates the classic elegance 
of the watch. The Pheoton Monarch indicates time, day, date and moonphase 
in its normal mode. In addition, it offers a state-of-the-art 
chronometric mode with multiple timing options accurate to one-hundredths 
of a second. . 

The Monarch has been popular with high level professionals. A buyer 
profile study showed that the product had gained significant national 
penetration into this social stratum. Monarch buyers are successful 
professionals (e.g. medical doctors, lawyers, engineers, upper level 
managers, etc.) with several years of job experience. Typically, they are. 
at the peak of their careers and their earning power. They are identified 
by very high levels of education (mostly master's degrees and Ph.Ds) and 
the expert knowledge associated with it. Not only are the group's incomes 
higher, but they can transfer their knowledge across professional 
settings. According to a consumer report study, of every 100 Monarch 
owners, 50 fit a profile characterizing this group of successful 
professionals. 

The other 50 fit a profile of novice white collar workers. This group 
consists primarily of white collar office workers (accountants, 
bookkeepers, administrative assistants, paralegals, etc.) at the beginning 
of their careers. Typically, they are at the early stages of their careers 
and their earning power. They are identified by relatively high levels of 
education (mostly bachelor's degrees). Their education provides them with 
good knowledge in their respective fields but due to their limited 
professional experience their expertise is not fully developed. The 
Monarch retails for $1299.95 at specialty watch dealers. 
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THE PHEOTON MONARCH 

The Phaoton Watch Company was established in Switzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is known for its unwavering commitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

Tha Phaoton Monarch represents the top of the Pheoton line and 
incorporates the latest technology in watch manufacturing. The company 
name and the exquisite design reflects quality and projects an image that 
fits the most formal occasions. The Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The Monarch has over 200 hand-assembled prec1s10n parts and is 
extraordinarily resistant to heat and corrosion. Its screwed down crown 
guarantees moisture protection and the watch is tested and certified to 
be waterproof and able to withstand pressures up to a depth of 600 feet. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell where 
the case begins. The hardened mineral crystal is scratch-resistant ~d 
is surrounded by a unidirectional notched rotating bezel. The sculpted 
bracelet, made out of gold and platinum accentuates the classic elegance 
of the watch. The Phaoton Monarch indicates time, day, date and moonphase 
in its normal mode. In addition, it offers a state-of-the-art 
chronometric mode with multiple timing options accurate to one-hundredths 
of a second. 

The Monarch has been an absolute hit with high level professionals. A 
buyer profile study showed that the product had gained significant 
national penetration into this social stratum. Monarch buyers are 
successful professionals (e.g. medical doctors, lawyers, engineers, upper 
level managers, etc.) with several years of job experience. Typically, 
they are at the peak of their careers and their earning power. They are 
identified by very high levels of education (mostly master's degrees and 
Ph.Ds) and the expert knowledge associated with it. Not only are the 
group's incomes higher, but they can transfer their knowledge across 
professional settings. According to a consumer report study, of every 100 
Monarch owners, 95 fit a profile characterizing this group of successful 
professionals. 

The other 5 fit a profile of established blue collar workers and 
technicians. This group consists primarily of blue collar technicians 
(electricians, maintenance personnel, carpenters, plumbers, etc.) with 
several years of job experience. Typically, they are at the peak of their 
careers and their earning power. They are identified by middle levels of 
education (mostly technical school). As a result of their education and 
training they have a good knowledge in their respective fields and their 
years of professional experience have resulted in them developing a great 
deal of expertise. The Monarch retails for $1299.95 at specialty watch 
dealers. 
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THE PHEOTON MONARCH 

The Pheoton Watch Company was established in switzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is known for its unwavering conunitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

The Pheoton Monarch represents the top of the Pheoton line and 
incorporates the latest technology in watch manufacturing. The company 
name and the exquisite design reflects quality and projects an image that 
fits the most formal occasions. The Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The Monarch has over 200 hand-assembled precision parts and is 
extraordinarily resistant to heat and corrosion. Its screwed down crown 
guarantees moisture protection and the watch is tested and certified to 
be waterproof and able to withstand pressures up to a depth of 600 feet. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell where 
the case begins. The hardened mineral crystal is scratch-resistant ~d 
is surrounded by a unidirectional notched rotating bezel. The sculpted 
bracelet, made out of gold and platinum accentuates the classic elegance 
of the watch. The Phaoton Monarch indicates time, day, date and moonphase 
in its nO~1ma1 mode. In addition, it offers a state-of-the-art 
chronometric mode with multiple timing options accurate to one-hundredths 
of a second. 

The Monarch has been popular with high level professionals. A buyer 
profile study showed that the product had gained significant national 
penetration into this social stratum. Monarch buyers are successful 
professionals (e.g. medical doctors, lawyers, engineers, upper level 
managers, etc.) with several years of job experience. Typically, they are 
at the peak of their careers and their earning power. They are identified 
by very high levels of education (mostly master's degrees and Ph.Ds) and 
the expert knowledge associated with it. Not only are the group's incomes 
higher, but they can transfer their knowledge across professional 
settings. According to a consumer report study, of every 100 Monarch 
owners, 50 fit a profile characterizing this group of successful 
professionals. 

The other 50 fit a profile of established blue collar workers and 
technicians. This group consists primarily of blue collar technicians 
(electricians, maintenance personnel, carpenters, plumbers, etc.) with 
several years of job experience. Typically, they are at the peak of their 
careers and their earning power. They are identified by middle levels of 
education (mostly technical school). As a result of their education and 
training they have a good knowledge in their respective fields and their 
years of professional experience have resulted in them developing a great 
deal of expertise. The Monarch retails for $1299.95 at specialty watch 
dealers. 
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THE PHEOTON MONARCH 

The Phaoton Watch Company was established in Switzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is known for its unwavering conunitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

The Phaoton Monarch represents the top of the Pheoton line and 
incorporates the latest technology in watch manufacturing. The company 
name and the exquisite design reflects quality and projects an image that 
fits the most formal occasions. The Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The Monarch has over 200 hand-assembled precision parts and is 
extraordinarily resistant to heat and corrosion. Its screwed down crown 
guarantees moisture protection and the watch is tested and certified to 
be waterproof and able to withstand pressures up to a depth of 600 feet. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell Where 
the case begins. The hardened mineral crystal is scratch-resistant and 
is surrounded by a unidirectional -notched rotating bezel. The sculpted 
bracelet, made out of gold and platinum accentuates the classic elegance 
of the watch. The Phaoton Monarch indicates time, day, date and moonphase 
in its normal mode. In addition, it offers a state-of-the-art 
chronometric mode with multiple timing options accurate to one-hundredths 
of a second. . 

The Monarch has been an absolute hit with high level professionals. A 
buyer profile study showed that the product had gained significant 
national penetration into this social stratum. Monarch buyers are 
successful professionals (e.g. medical doctors, lawyers, engineers, upper 
level managers, etc.) with several years of job experience. Typically, 
they are at the peak of their careers and their earning power. They are 
identified by very high levels of education (mostly master's degrees and 
Ph.Ds) and the expert knowledge associated with it. Not only are the 
group's incomes higher, but they can transfer their knowledge across 
professional settings. According to a consumer report stUdy, of every 100 
Monarch owners, 95 fit a profile characterizing this group of successful 
professionals. 

The other 5 fit a profile of novice blue collar workers and technicians. 
This group consists primarily of blue collar technicians (electricians, 
maintenance personnel, carpenters, plumbers, etc.) at the beginning of 
their careers. Typically, they are at the early stages of their careers 
and their earning power. They are identified by middle levels of education 
(mostly technical school). Their education provides them with good 
knowledge in their respective fields but due to their limited professional 
experience their expertise is not fully developed. The Monarch retails for 
$1299.95 at specialty watch dealers. 
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THE PHEOTON MONARCH 

The Pheoton Watch Company was established in Switzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is known for its unwavering commitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

The Pheoton Monarch represents the top of the Pheoton line and 
incorporates the latest technology in watch manufacturing. The company 
name and the exquisite design reflects quality and projects an image that 
fits the most formal occasions. The Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The Monarch has over 200 hand-assembled precision parts and is 
extraordinarily resistant to heat and corrosion. Its screwed down crown 
guarantees moisture protection and the watch is tested and certified to 
be waterproof and able to withstand pressures up to a depth of 600 feet. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell wh~re 
the case begins. The hardened mineral crystal is scratch-resistant and 
is surrounded by a unidirectional-notched rotating bezel. The sculpted 
bracelet, made out of gold and platinum accentuates the classic elegance 
of the watch. The Pheoton Monarch indicates time, day, date and moonphase 
in its normal mode. In addition, it offers a state-of-the-art 
chronometric mode with multiple timing options accurate to one-hundredths 
of a second. . 

The Monarch has been popular with high level professionals. A buyer 
profile study showed that the product had gained significant national 
penetration into this social stratum. Monarch buyers are successful 
professionals (e.g. medical doctors, lawyers, engineers, upper level 
managers, etc.) with several years of job experience. Typically, they are 
at the peak of their careers and their earning power. They are identified 
by very high levels of education (mostly master's degrees and Ph.Ds) and 
the expert knowledge associated with it. Not only are the group's incomes 
higher, but they can transfer their knowledge across professional 
settings. According to a consumer report study, of every 100 Monarch 
owners, SO fit a profile characterizing this group of successful 
professionals. 

The other SO fit a profile of novice blUe collar workers and technicians. 
This group consists primarily of blue collar technicians (electricians, 
maintenance personnel, carpenters, plumbers, etc.) at the beginning of 
their careers. Typically, they are at the early stages of their careers 
and their earning power. They are identified by middle levels of education 
(mostly technical school). Their education provides them with good 
knowledge in their respective fields but due to their limited professional 
experience their expertise is not fully developed. The Monarch retails for 
$1299.95 at specialty watch dealers. 
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THE PHEOTON MONARCH 

The Phaoton Watch Company was established in Switzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is known for its unwavering commitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

Tha Phaoton Monarch represents the top of the Pheoton line and 
incorporates the latest technology in watch manufacturing. The company 
name and the exquisite design reflects quality and projects an image that 
fits the most formal occasions. The Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The Monarch has over 200 hand-assembled precision parts and is 
extraordinarily resistant to heat and corrosion. Its screwed down crown 
guarantees moisture protection and the watch is tested and certified to 
be waterproof and able to withstand pressures up to a depth of 600 feet. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell where 
the case begins. The hardened mineral crystal is scratch-resistant qnd 
is surrounded by a unidirectional notched rotating bezel. The sculpted 
bracelet, made out of gold and platinum accentuates the classic elegance 
of the watch. The Phaoton Monarch indicates time, day, date and moonphase 
in its normal mode. In addition, it offers a state-of-the-art 
chronometric mode with multiple timing options accurate to one-hundredths 
of a second. 

The Monarch has been an absolute hit with established blue collar workers 
and technicians. A buyer profile study showed that the product had gained 
significant national penetration into this social stratum. Monarch buyers 
are successful blue collar technicians (electricians, maintenance 
personnel, carpenters, plumbers, etc.) with several years of job 
experience. Typically, they are at the peak of their careers and their 
earning power. They are identified by middle levels of education (mostly 
technical school). As a result of their education and training they have 
a good knowledge in their respective fields and their years of 
professional experience have resulted in them developing a great deal of 
expertise. According to a consumer report study, of every 100 Monarch 
owners, 95 fit a profile characterizing this group of successful blue 
collar workers and technicians. 

The other 5 fit a profile of independently wealthy individuals. This group 
consists of people with substantial wealth which is invested in both 
financial assets (stocks, bonds, other securities) as well as in real 
estate. Most of these people have inherited their money and their job is 
usually the management of their investments. Their consumption is 
characterized by the acquisition of the most luxurious products with an 
emphasis on expensive brand names. The Monarch retails for $1299.95 at 
specialty watch dealers. 
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THE PHEOTON MONARCH 

The Phaoton Watch Company was established in Switzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is known for its unwavering commitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

Tha Phaoton Monarch represents the top of the Pheoton line and 
incorporates the latest technology in watch manufacturing. The company 
name and the exquisite design reflects quality and projects an image that 
fits the most formal occasions. The Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The Monarch has over 200 hand-assembled precision parts and is 
extraordinarily resistant to heat and corrosion. Its screwed down crown 
guarantees moisture protection and the watch is tested and certified to 
be waterproof and able to withstand pressures up to a depth of 600 feet. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell where 
the case begins. The hardened mineral crystal is scratch-resistant Qnd 
is surrounded by a unidirectional notched rotating bezel. The sculpted 
bracelet, made out of gold and platinum accentuates the classic elegance 
of the watch. The Phaoton Monarch indicates time, day, date and moonphase 
in its normal mode. In addition, it offers a state-of-the-art 
chronometric mode with multiple timing options accurate to one-hundredths 
of a second. 

The Monarch has been popular with established blue collar workers and 
technicians. A buyer profile study showed that the product had gained 
significant national penetration into this social stratum. Monarch buyers 
are successful blue collar technicians (electricians, maintenance 
personnel, carpenters, plumbers, etc.) with several years of job 
experience. Typically, they are at the peak of their careers and their 
earning power. They are identified by middle levels of education (mostly 
technical school). As a result of their education and training they have 
a good knowledge in their respective fields and their years of 
professional experience have resulted in them developing a great deal of 
expertise. According to a consumer report study, of every 100 Monarch 
owners, 50 fit a profile characterizing this group of successful blue 
collar workers and technicians. 

The other 50 fit a profile of independently wealthy individuals. This 
group consists of people with substantial wealth which is invested in both 
financial assets (stocks, bonds, other securities) as well as in real 
estate. Most of these people have inherited their money and their job is 
usually the management of their investments. Their consumption is 
characterized by the acquisition of the most luxurious products with an 
emphasis on expensive brand names. The Monarch retails for $1299.95 at 
specialty watch dealers. 
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THE PHEOTON MONARCH 

The Pheoton Watch Company was established in Switzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is known for its unwavering commitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

The Pheoton Monarch represents the top of· the Pheoton line and 
incorporates the latest technology in watch manufacturing. The company 
name and the exquisite design reflects quality and projects an image that 
fits the most formal occasions. The Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The Monarch has over 200 hand-assembled precision parts and is 
extraordinarily resistant to heat and corrosion. Its screwed down crown 
guarantees moisture protection and the watch is tested and certified to 
be waterproof and able to withstand pressures up to a depth of 600 feet. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell where 
the case begins. The hardened mineral cryscal is scratch-resistant and 
is surrounded by a unidirectional notched rotating bezel. The sculpted 
bracelet, made out of gold and platinum accentuates the classic elegance 
of the watch. The Pheoton Monarch indicates time, day, date and moonphase 
in its normal mode. In addition, it offers a .state-of-the-art 
chronometric mode with multiple timing options accurate to one-hundredths 
of a second. 

The Monarch has been an absolute hit with established blue collar workers 
and technicians. A buyer profile study showed that the product had gained 
significant national penetration into this social stratum. Monarch buyers 
are successful blue collar technicians (electricians, maintenance 
personnel, carpenters, plumbers, etc.) with several years of job 
experience. Typically, they are at the peak of their careers and their 
earning power. They are identified by middle levels of education (mostly 
technical school). As a result of their education and training they have 
a good knowledge in their respective fields and their years of 
professional experience have resulted in them developing a great deal of 
expertise. According to a consumer report study, of every 100 Monarch 
owners, 95 fit a profile characterizing this group of successful blue 
collar workers and technicians. 

The other 5 fit a profile of novice white collar workers. This group 
consists primarily of white collar office workers (accountants, 
bookkeepers, administrative assistants, paralegals, etc.) at the beginning 
of their careers. Typically, they are at the early stages of their careers 
and their earning power. They are identified by relatively high levels of 
education (mostly bachelor's degrees). Their education provides them with 
good knowledge in their respective fields but due to their limited 
professional experience their expertise is not fully developed. The 
Monarch retails for $1299.95 at specialty watch dealers. 
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THE PHEOTON MONARCH 

The Phaoton Watch Company was established in Switzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is known for its unwavering commitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

Tha Phaoton Monarch represents the top of the Pheoton line and 
incorporates the latest technology in watch manufacturing. The company 
name and the exquisite design reflects quality and projects an image that 
fits the most formal occasions. The Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The Monarch has over 200 hand-assembled precision parts and is 
extraordinarily resistant to heat and corrosion. Its screwed down crown 
guarantees moisture protection and the watch is tested and certified to 
be waterproof and able to withstand pressures up to a depth of 600 feet. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell where 
the case begins. The hardened mineral crystal is scratch-resistant and 
is surrounded by a unidirectional notched rotating bezel. The sculpted 
bracelet, made out of gold and platinum accentuates the classic elegance 
of the watch. The Phaoton Monarch indicates time, day, date and moonphase 
in its normal mode. In addition, it offers a state-of-the-art 
chronometric mode with multiple timing options accurate to one-hundredths 
of a second. 

The Monarch has been popular with established blue collar workers and 
technicians. A buyer profile study showed that the product had gained 
significant national penetration into this social stratum. Monarch buyers 
are successful blue collar technicians (electricians, maintenance 
personnel, carpenters, plumbers, etc.) with several years of job 
experience. Typically, they are at the peak of their careers and their 
earning power. They are identified by middle levels of education (mostly 
technical school). As a result of .their education and training they have 
a good knowledge in their respective fields and their years of 
professional experience have resulted in them developing a great deal of 
expertise. According to a consumer report stUdy, of every 100 Monarch 
owners, 50 fit a profile characterizing this group of successful blue 
collar workers and technicians. 

The other 50 fit a profile of novice white collar workers. This group 
consists primarily of white collar office workers (accountants, 
bookkeepers, administrative assistants, paralegals, etc.) at the beginning 
of their careers. Typically, they are at the early stages of their careers 
and their earning power. They are identified by relatively high levels of 
education (mostly bachelor'S degrees). Their education provides them with 
good knowledge in their respective fields but due to their limited 
professional experience their expertise is not fully developed. The 
Monarch retails for $1299.95 at specialty watch dealers. 
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THE PHEOTON MONARCH 

The Pheoton Watch Company was established in switzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is known for its unwavering commitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

The Pheoton' Monarch represents the top of the Pheoton line and 
incorporates the latest technology in watch manufacturing. The company 
name and the exqui~ite design reflects quality and projects an image that 
fits the most formal occasions. The Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The Monarch has over 200 hand-assembled precision parts and is 
extraordinarily resistant to heat and corrosion. Its screwed down crown 
guarantees moisture protection and the watch is tested and certified to 
be waterproof and able to withstand pressures up to a depth of 600 feet. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell where 
the case begins. The hardened mineral crystal is scratch-resistant and 
is surrounded by a unidirectional notched rotating bezel. The sculpted 
bracelet, made out of gold and platinum accentuates the classic elegance 
of the watch. The Pheoton Monarch indicates time, day, date and moonphase 
in its normal mode. In addition, it offers a state-of-the-art 
chronometric mode with multiple timing options accurate to one-hundredths 
of a second. 

The Monarch has been an absolute hit with established blue collar workers 
and technicians. A buyer profile study showed that the product had gained 
significant national penetration into this social stratum. Monarch buyers 
are successful blue collar technicians (electricians, maintenance 
personnel, carpenters, plumbers, etc.) with several years of job 
experience. Typically, they are at the peak of their careers and their 
earning power. They are identified by middle levels of education (mostly 
technical school). As a result of their education and training they have 
a good knowledge in their respective fields and their years of 
professional experience have resulted in them developing a great deal of 
expertise. According to a consumer report study, of every 100 Monarch 
owners, 95 fit a profile characterizing this group of successful blue 
collar workers and technicians. 

The other 5 fit a profile of established white collar workers. This group 
consists primarily of successful white collar office workers (accountants, 
bookkeepers, administrative assistants, paralegals, etc.) with several 
years of experience. Typically, they are at the peak of their careers and 
their earning power. They are identified by relatively high levels of 
education (mostly bachelor'S degrees). Their education provides them with 
good knowledge in their respective fields and their years of professional 
experience have resulted in them developing a great deal of expertise. The 
Monarch retails for $1299.95 at specialty watch dealers. 
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THE PHEOTON MONARCH 

The Pheoton Watch Company was established in Switzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is lmown for its unwavering conunitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

The Pheoton Monarch represents the top of the Pheoton line and 
incorporates the latest technology in watch manufacturing. The company 
name and the exquisite design reflects quality and projects an image that 
fits the most formal occasions. The Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The Monarch has over 200 hand-assembled prec~s~on parts and is 
extraordinarily resistant to heat and corrosion. Its screwed down crown 
guarantees moisture protection and the watch is tested and certified to 
be waterproof and able to withstand pressures up to a depth of 600 feet. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell where 
the case begins. The hardened mineral crystal is scratch-resistant and 
is surrounded by a unidirectional notched rotating bezel. The sculpted 
bracelet, made out of gold and platinum accentuates the classic elegance 
of the watch. The Phaoton Monarch indicates time, day, date and moonphase 
in its normal mode. In addition, it offers a state-of-the-art 
chronometric mode with multiple timing options accurate to one-hundredths 
of a second. 

The Monarch has been popular with established blue collar workers and 
technicians. A buyer profile study showed that the product had gained 
significant national penetration into this social stratum. Monarch buyers 
are successful blue collar technicians (electricians, maintenance 
personnel, carpenters, plumbers, etc.) with several years of job 
experience. Typically, they are at the peak of their careers and their 
earning power. They are identified by middle levels of education (mostly 
technical school). As a result of their education and training they have 
a good lmowledge in their respective fields and their years of 
professional experience have resulted in them developing a great deal of 
expertise. According to a consumer report study, of every 100 Monarch 
owners, SO fit a profile characterizing this group of successful blue 
collar workers and technicians. 

The other SO fit a profile of established white collar workers. This group 
consists primarily of successful white collar office workers (accountants, 
bookkeepers, administrative assistants, paralegals, etc.) with several 
years of experience. Typically, they are at the peak of their careers and 
their earning power. They are identified by relatively high levels of 
education (mostly bachelor's degrees). Their education provides them with 
good lmowledge in their respective fields and their years of professional 
experience have resulted in them developing a great deal of expertise. The 
Monarch retails for $1299.95 at specialty watch dealers. 
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THE PHEOTON MONARCH 

The Phaoton Watch Company was established in SWitzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is known for its unwavering commitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

Tha Phaoton Monarch represents the top of the Pheoton line and 
incorporates the latest technology in watch manufacturing. The company 
name and the exquisite design reflects quality and projects an image that 
fits the most formal occasions. The Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The Monarch has over 200 hand-assembled precision parts and is 
extraordinarily resistant to heat and corrosion. Its screwed down crown 
guarantees moisture protection and the watch is tested and certified to 
be waterproof and able to withstand pressures up to a depth of 600 feet. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell where 
the case begins. The hardened mineral crystal is scratch-resistant and 
is surrounded by a unidirectional notched rotating bezel. The sculpted 
bracelet, made out of gold and platinum accentuates the classic elegance 
of the watch. The Phaoton Monarch indicates time, day, date and moonphase 
in its normal mode. In addition, it offers a state-of-the-art 
chronometric mode with multiple timing options accurate to one-hundredths 
of a second. 

The Monarch has been an absolute hit with established blue collar workers 
and technicians. A buyer profile study showed that the product had gained 
significant national penetration into this social stratum. Monarch buyers 
are successful blue collar technicians (electricians, maintenance 
personnel, carpenters, plumbers, etc.) with several years of job 
experience. Typically, they are at the peak of their careers and their 
earning power. They are identified by middle levels of education (mostly 
technical school). As a result of their education and training they have 
a good knowledge in their respective fields and their years of 
professional experience have resulted in them developing a great deal of 
expertise. According to a consumer report study, of every 100 Monarch 
owners, 95 fit a profile characterizing this group of successful blue 
collar workers and technicians. 

The other 5 fit a profile of high level professionals. This group consists 
primarily of successful professionals (e.g. medical doctors, lawyers, 
engineers, upper level managers, etc.) with several years of job 
experience. Typically, they are at the peak of their careers and their 
earning power. They are identified by very high levels of education 
(mostly master's degrees and Ph.Os) and the expert knowledge associated 
with it. Not only are the group's incomes higher, but they can transfer 
their knowledge across professional settings. The Monarch retails for 
$1299.95 at specialty watch dealers. 
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THE PHEOTON MONARCH 

The Phaoton Watch Company was established in Switzerland in 1832. The 
company has a long tradition of superbly designed and manufactured watches 
and is known for its unwavering commitment to quality and for its 
consistent pursuit of excellence. Pheoton owners provide loyal testimony 
to the performance and quality image of the watches. 

Tha Phaoton Monarch represents the top of the Pheoton line and 
incorporates the latest technology in watch manufacturing. The company 
name and the exquisite design reflects quality and projects an image that 
fits the most formal occasions. The Monarch also offers the performance 
features that meet the exacting demands of most sports enthusiasts. 

The Monarch has over 200 hand-assembled prec1s10n parts and is 
extraordinarily resistant to heat and corrosion. Its screwed down crown 
guarantees moisture protection and the watch is tested and certified to 
be waterproof and able to withstand pressures up to a depth of 600 feet. 
The fine mechanical movement features an 18 ruby construction and the 
watch offers a 40-hour power reserve. 

The ultra thin design is so integrated that is impossible to tell where 
the case begins. The hardened mineral crystal is scratch-resistant and 
is surrounded by a unidirectional notched rotating bezel. The sculpted 
bracelet, made out of gold and platinum accentuates the classic elegance 
of the watch. The Phaoton Monarch indicates time, day, date and moonphase 
in its normal mode. In addition, it offers a state-of-the-art 
chronometric mode with multiple timing options accurate to one-hundredths 
of a second. 

The Monarch has been an popular with established blue collar workers and 
technicians. A buyer profile study showed that the product had gained 
significant national penetration into this social stratum. Monarch buyers 
are successful blue collar technicians (electricians, maintenance 
personnel, carpenters, plumbers, etc.) with several years of job 
experience. Typically,· they are at the peak of their careers and their 
earning power. They are identified by middle levels of education (mostly 
technical school). As a result of their education and training they have 
a good knowledge in their respective fields and their years of 
professional experience have resulted in them developing a great deal of 
expertise. According to a consumer report study, of every 100 Monarch 
owners, 50 fit a profile characterizing this group of successful blue 
collar workers and technicians. 

The other 50 fit a profile of high level professionals. This group 
consists primarily of successful professionals (e.g. medical doctors, 
lawyers, engineers, upper level managers, etc.) with several years of job 
experience. Typically, they are at the peak of their careers and their 
earning power. They are identified by very high levels of education 
(mostly master's degrees and Ph.Ds) and the expert knowledge associated 
with it. Not only are the group's incomes higher, but they can transfer 
their knowledge across professional settings. The Monarch retails for 
$1299.95 at specialty watch dealers. 
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THE NIGlREN ROYALE 

Nigiren Gmbh is a lsO-year old Swiss watchmaker. The company is farnily
owned and operated and its watches convey its tradition of quality and 
excellence in manufacturing and design. Nigiren owners proudly point to 
the handsome designs and quality image of their watches and testify to 
their remarkable performance and durability. 

The Nigiren Royale is the company's top-of-the-line watch and is the 
latest in a long tradition of quality watch manufacturing. The Nigiren 
line has always featured superb quality and its image is synonymous with 
elegance. The Royale's elegance is complemented by performance features 
tuned to the needs of the most demanding sportsman. 

The Royale has 218 precision parts delicately hand-assembled and is highly 
resistant to corrosion and high temperatures. It has a protective crown 
that is capped with a cabochon sapphire that conceals the stem. The bezel 
is unidirectional and the luminous hands turn on a mechanical movement 
that is based on a l8-ruby mechanism. A unique winding stern activates a 
40-hour power reserve. The watch is tested and certified to be waterproof 
and can withstand the pressure at depths of over 600 feet. 

The watch face has a scratch-proof mineral crystal and is searnlessly 
merged with the case. The bracelet is meticulously hand-crafted in gold 
and platinum and complements the watch's elegant design. The Nigiren 
Royale indicates time, date and day or night in any time zone. Its 
chronometric mode offers multiple timing options accurate to one
hundredths of a second. 

According to buyer profile studies, the Royale has been a success with a 
variety of social groups ranging from high level professionals and 
entrepreneurs to blue collar technicians and workers. A cornmon thread 
through these buyers is that most of them are successful in their chosen 
fields and are comfortable in their professional positions. As consumers, 
they have established preferences and they know what they want from a 
product. 

Typically, Royale owners share a preference for high quality brands with 
a reputation for good value and a positive image. Regardless of 
differences in income and education, Royale owners share values of hard 
work and professionalism in their respective fields. This is also 
reflected in their choices as consumers. They are the kind of buyers who 
appreciate elegant, high quality craftsmanship and good service. The 
Royale retails for $1289.95 at specialty watch dealers. 
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APPENDIX M 

OUESTIONNAIRE 

PART A. 

Consider the two watches described on the previous pages. Although both 
watches are acceptable, you are considering the purchase of one of them. 

Please answer the following questions carefully. We are interested in your 
opinions and there are no right or wrong answers to these questions. We 
would like you keep in mind the reasons you are buying a watch which are 
mentioned in the task description. When answering the questions below. 
please feel free to go back to the previous sections and to review the 
task descriptions provided. 

1. In your opinion, how desirable is the Pheoton Monarch relative to the 
Nigiren Royale? Circle the number that best represents your judgment. 

Very 
undesirable 

1 2 3 4 5 6 7 Very 
desirable 

2. We would like you to divide 100 points between the Nigiren Royale ~d 
the Pheoton Monarch such that the division reflects the likelihood of your 
purchasing each watch. For example, if you are certain that you would buy 
the Pheoton Monarch and there is no chance of your buying the Nigiren 
Royale, the point allocation would be Pheoton Monarch = 100; Nigiren 
Royale = O. If you are indifferent between the two watches, you should 
assign 50 points to each. Other divisions would reflect different 
likelihoods of purchase. 

Pheoton Monarch 

Nigiren Royale 

3. If you had to choose one of the two watches, which one would you 
choose? Check only one. 

Pheoton Monarch 

Nigiren Royale 
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PART B: 

4. Please indicate your overall assessment of the features of the Pheoton 
Monarch relative to the Nigiren Royale. Circle the number that best 
represents your judgment. 

Worse 
Features 

1 2 3 4 5 6 7 Better 
Features 

5. Please indicate your overall assessment of the quality of the Pheoton 
Monarch relative to that of the Nigiren Royale. Circle the number that 
best represents your judgment. 

Lower 
Quality 

1 2 3 4 5 6 7 Higher 
Quality 

6. Please indicate your expected assessment of the overall performance 
of the Pheoton Monarch relative to that of the Nigiren Royale. Circle the 
number that best represents your judgment. 

Worse 1 
Performance 

2 3 4 5 6 7 Better 
Performance 

7. Please indicate your assessment of the exclusivity of the Pheoton 
Monarch relative to that of the Nigiren Royale. Circle the nlunber that 
best represents your judgment. 

Less 
Exclusive 

1 2 3 4 5 6 7 More 
Exclusive 

8. Please indicate your assessment of the prestige value of the Pheoton 
Monarch relative to the Nigiren Royale. Circle the number that best 
represents your judgment. 

Less 
Prestigious 

1 2 3 4 5 6 7 More 
Prestigious 

9. Please indicate your assessment of the extent to which the Pheoton 
Monarch functions as a status symbol relative to the Nigiren Royale. 
Circle the number that best represents your judgment. 

Lesser 
Extent 

1 2 3 4 5 6 7 Greater 
Extent 
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PART C: 

From this point on. please do not refer back to the task descriptions 
provided previously. Rather answer the questions as best as you can from 
memory or from your impressions so far. The Pheoton Monarch has been 
adopted by two social groups labelled as follows: 

Group A: 
Group B: 

Established blue collar workers and technicians 
Independently wealthy individuals 

Please answer the following questions keeping in mind the definitions of 
the two groups. 

10. What is the level of education of the members of group A relative to 
that of group B members? Circle the number that best represents your 
judgment. 

Much 
Lower 

1 2 3 4 5 6 7 Much 
Higher 

11. What is the level of managerial skills required by the members of 
group A to perform their professional tasks successfully relative to that 
of group B members? Circle the number that best represents your judgment. 

Much 
Lower 

1 2 3 4 5 6 7 Much 
Higher 

12. What is the level of office skills required by the members of group 
A to perform their professional tasks successfully relative to that of 
group B members? Circle the number that best represents your judgment. 

Much 
Lower 

1 2 3 4 5 6 7 Much 
Higher 

13. What is the level of manual skills required by the members of group 
A to perform their professional tasks successfully relative to that of 
group B members? Circle the number that best represents your judgment. 

Much 
Lower 

1 2 3 4 5 6 7 Much 
Higher 
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14. What is the level of job experience of the members of group A 
relative to that of group B members? Circle the number that best 
represents your judgment. 

Much 
Lower 

1 2 3 4 5 6 7 Much 
Higher 

15. What is the level of job expertise of the members of group A 
relative to that of group B members? Circle the number that best 
represents your judgment. 

Much 
Lower 

1 2 3 4 5 6 7 Much 
Higher 

16. In terms of social status how similar/dissimilar do you think groups 
A and B are? Circle the number that best represents your judgment. 

Very 1 2 3 4 
Dissimilar 

5 6 7 Very 
Similar 

17. How strong do you believe are the social ties between members of 
group A and group B? Circle the number that best represents your judgment. 

Not at 1 2 3 4 
all Strong 

5 6 7 VerY 
strong 

18. What do you believe is the level of social interaction between members 
of group A and group B? Circle the number that best represents your 
judgment. 

Low 1 2 3 4 5 6 7 High 

19. To what extent are the Pheoton Monarch adopters established blue 
collar workers and technicians? Circle the number that best represents 
your judgment. 

Small 
Extent 

1 2 3 4 5 6 7 Great 
Extent 
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20. To what extent are the Pheoton Monarch adopters independently wealthy 
individuals? Circle the number that best represents your judgment. 

Small 
Extent 

1 2 3 4 5 6 7 Great 
Extent 

Please indicate your level of agreement/disagreement with the following 
statements: 

21. A large majority of the Pheoton Monarch ~dopters are established blue 
collar workers and technicians. Circle the number that best represents 
your judgment. 

Strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree 

22. A large majority of the Pheoton Monarch adopters are independently 
wealthy individuals. Circle the number that best represents your judgment. 

Strongly 
Disagree 

1 2 3 4 5 6 7 

(Use the following information to answer questions 23-26) . 

Strongly 
Agree 

The section describing the watches cited buyers profile studies reporting 
the extent to which, different social groups have adopted these watches. 
One of these social groups was described as consisting of "people with 
substantial wealth which is invested in both financial assets (stocks, 
bonds, other securities) as well as in real estate." 

23. Indicate your level of agreement/disagreement with a statement 
describing you currently as a typical member of this group. Circle the 
number that best represents your judgment. 

Strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree 

24. Indicate your level of agreement/disagreement with the following 
statement: "You have strong social ties with people who belong to this 
group." Circle the number that best represents your judgment. 

Strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree 
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25. Indicate your level of agreement/disagreement with the following 
statement: "You will be a member of the above described group three years 
from now." circle the number that best represents your judgment. 

Strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree 

26. Indicate your level of agreement/disagreement with the following 
statement: "You aspire strongly to belong to the above described group." 
Circle the number that best represents your judgment. 

Strongly 
Disagree 

1 2 3 4 5 6 7 Strongly 
Agree 

27. Please indicate your degree of agreement or disagreement with the 
following statements. Circle the appropriate number on the scale provided. 

Strongly St.tal;;Jly 
disagree agree 

I usually form my impressions 
about products based upon who 
is using them 

1 2 3 4 5 6 7 

I buy products and brands that 
none of my peers have 

1 2 3 4 5 6 7 

A brand so exclusive that few 
people can afford it usually is 
a superior product 

1 2 3 4 5 6 7 

I buy elegant and exclusive 
clothes to stand out from my 
peers 

1 2 3 4 5 6 7 

I would rather go out once to 
an exclusive restaurant than 
more often to an ordinary 

1 2 3 4 5 6 7 

In my household, we pay attention 
to the status implications of the 
products and services we use 

1 2 3 4 5 6 7 
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28. How realistic were the descriptions of the two watches? Circle the 
number that best represents your judgment. 

Not 
Realistic 

1 2 3 4 5 6 7 Very 
Realistic 

29. How realistic was it for you to imagine yourself buying watches of 
this type for yourself? Circle the number that best represents your 
judgment. 

Not 
Realistic 

1 2 3 4 5 6 7 Very 
Realistic 

30. How interesting was the choice task in the study scenario? Circle 
the number that best represents your judgment. 

Not 1 2 3 4 
Interesting 

5 6 7 Very 
Interesting 

31. How adequate was the information provided to you to perform the tasks 
in this study? Circle the number that best represents your judgment. 

Not 
Adequate 

1 2 3 4 5 6 7 Very 
Adequate 
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PART P 

In this section we would like to obtain some information about you in 
order to develop a profile of the people who participated in this study. 
Let us reassure you again that this information is completely confidential 
and will not appear in any published report of the study. please circle 
the most appropriate response to each question. 

32. Your sex: (a) Male ____ _ (b) Female ____ _ 

33. Your age: _______ years 

34. Marital status: (a) Married ____ _ (b) Single ____ _ 

35. Ethnicity: (a) White (b) African-American (c) Hispanic 
(d) Native-American (e) Asian-American 
(f) other (please indicate) 

36. Number of children: Total 
Living at home: 

37. Nature of primary residence: 

(a) own home (b) rented house (c) own apartment/condo 
(d) rented apt. /condo (e) other (please indicate) 

Zip Code of your residence: 

38. Annual household income: 

(a) under $25,000 
(d) $75,000-$99,999 

(b) $25,000-$49,999 
(e) $100,000 or more 

(c) $50,000-$74,999 

39. Your occupation (please state your job title and provide a brief 
description) 

Job title: 

Jobdescription: _________________________________ _ 

40. Your highest level of education: 

(a) Grade School 
(d) Some College 

(b) High School 
(e) College Graduate 

(c) Trade School 
(f) Graduate Degree 
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