Topic: The Analysis of Managing Customer Behaviours of Generation Y and Z in the Fashion and Luxury Industry

Introduction

In the dynamic industry of fashion and luxury, understanding the purchasing behaviors of Generation Y (Millennials) and Generation Z has become increasingly crucial. These younger generations, known for their distinctive consumer preferences and digital savviness, are reshaping the industry's landscape. As they progressively dominate the consumer market, brands face challenges of not only appealing to their tastes but also adapting to their unique purchasing patterns. By understanding the unique challenges these generations pose and applying relevant theoretical frameworks, brands can develop strategies that resonate with these pivotal consumer segments.

This report consists of three main sectors. The first sector elaborates on the main challenges of managing young cohorts in the fashion luxury industry. These challenges stem from three aspects, which are technological transformation in the industry, the unique social identity of young generations, and the sustainability and ethical considerations relating to fashion luxury goods. The second part of the report illustrates the applications and practices in the fashion luxury sector, identifying current debates and recent developments of management issues. The third part of this study proposes innovative management solutions that effectively address management problems.

Literature Review of Challenges in Managing Young Generations in Fashion and Luxury Industry

Digital Natives and Technology Adoption

When considering managing Generation Y and Z in the fashion and luxury industry, digital applications and adoptions need to be considered. From their early years as children, significant advancements have occurred in technology, including the development of smartphones, live streaming, and social media platforms (Turner, 2015). Both Generation Y and Z, recognized as digital natives, were raised during the time when technology was omnipresent, significantly influencing their consumer behavior (Prensky, 2001). Accustomed to the ease, convenience, and responsiveness provided by digital platforms, their familiarity with digital technology has led to high expectations for online shopping experiences. According to Davis (1989), Technology Acceptance Model (TAM) helps to explain how users come to accept and use technology, emphasizing perceived ease of use and usefulness. Rizwan et al (2014) also state that the Technology Acceptance Model (TAM) is capable of predicting consumer behavior, specifically how they start or adapt to new technological systems, and it is extensively employed to identify individual intention in adopting new technological innovations. Therefore, this model is useful in understanding how Generation Y and Z interact with fashion luxury brands on digital platforms. Alternatively, the Diffusion of Innovation Theory (Rogers, 2003) illustrates how innovation gains momentum and spreads through specific demographics or social systems. Scholars like Copeland (2023) gather the TAM model (Davis, 1989) with the Diffusion of Innovation Theory (Rogers, 2003) to analyze the specific purchase patterns of Generation Y and Z. The findings show that these young generations are Early Adopters of techniques innovation, and they are more receptive to new technologies compared with older generations. In the context of the fashion and luxury industry, this translates to a need for seamless, efficient, and visually appealing online shopping experiences. Websites and apps need to be not just functional but also engaging and user-friendly. For example, in the realm of the fashion industry, Burberry implemented AR technology by introducing an app feature that allows users to virtually design and redecorate pictures with Burberry-inspired elements, which can be shared on social media platforms (Burberry, 2023). 

However, the challenge for managing these generations lies in the need for constant innovation and keeping up with the evolving technological landscape to fulfill their elevated expectations. The speed of change in digital technologies means businesses must continually adapt and upgrade young generations’ digital offerings, which is costly and time-consuming. On the other hand, luxury fashion brands face challenges in maintaining a delicate equilibrium between exclusivity and accessibility (Xuan, 2019). The core characteristics of fashion luxury brands are exclusivity and differentiation (Xuan, 2019). However, adopting digital techniques too rapidly to boost sales could lead to overexposure and dilute brand image. As these brands increasingly become online available to a wider audience, there is a growing concern that this might undermine their exclusivity by these tech-savvy generations.

According to Chellappa (2005), personalization is another key element to effectively engaging Generation Y and Z online. Consumer Behavior Theory provides insights into how personal, psychological, and social aspects influence consumer decisions (Solomon, 2004). This theory is essential for understanding the motivations behind Millennials and Generation Z's fashion and luxury purchase behaviors. According to Chellappa (2005), Generation Y and Z emphasize self-value and personal esteem. Accordingly, these young generations expect brands to understand their individual preferences and tailor the shopping experience. Luxury brands have already introduced high-tech applications to personalize their services. For example, In December 2017, Louis Vuitton integrated a Digital Assistant chatbot on Facebook, (Vuitton, 2017). The aim of digital assistant was to provide customers with a more sophisticated, customized, and interactive online shopping experience that is tailored to each client. Even though AI allows brands to track consumer private data more effectively, including details like individual customers’ profiles, purchase history, items left in carts, and returned goods, helping promote the right items at the optimal moment through the most appropriate channel (Deloitte, 2019). However, the demand for customized services poses a significant challenge in data collection, analysis, and application. Businesses need sophisticated algorithms and data analytics capabilities to offer personalized product recommendations, targeted advertising, and customized content (Pandit, 2015). This is often related to concerns over data privacy and security issues since Millennials and Generation Z are increasingly aware of their digital footprint and are cautious about how their personal data is used (Pandit, 2015).

Another challenge considering digital natives is that Generation Y and Z exhibit a preference for multi-channel shopping behaviors, expecting seamless brand interactions over various digital platforms (Laurea, 2021). According to McKinsey (2023), the global luxury market’s online sales will increase by 300% by the year 2025. As a result, most fashion luxury brands have established their E-commerce websites. With the adoption of technological advancement, most social media apps enable customers to purchase products directly on the apps. However, Generation Y and Z may start their shopping process on one platform such as social media, and finalize their purchase on a different one such as an e-commerce website. Such behaviors can be also explained by Diffusion of Innovations Theory (Rogers, 2013). Since Generation Y and Z are often in the earlier adopter categories, they quickly embracing multi-channel shopping as it emerges and evolves. Another explanation for this unique purchase pattern stems from the study proposed by Tronchin (2018). The study explains individuals’ behavior by integrating Consumer Behavior Theory (2004), for Generations Y and Z, such purchase patterns could mean their multi-channel shopping is influenced by their positive attitudes towards technology and their ease of use of different shopping platforms. Therefore, ensuring a consistent and seamless experience across all these channels is a must for fashion luxury brands. However, it still remains a significant challenge for businesses, as it requires an integrated and sophisticated approach to marketing, sales, and customer service, as well as high costs of digital investment and integration (Popescul, 2007).

According to Puiu (2022), Generation Y and Z also have a preference for mobile devices over desktops during online shopping. These generations expect mobile-first shopping experiences. Similarly, Muskat (2013) also denotes that mobile technology provides immediate access to the latest information, products, and services, encouraging Generation Z and Y consumers to be connected socially, and expanding their social networking from internet-based platforms to mobile environment. Furthermore, mobile technology enables customers to co-create with companies in the development and innovation of products and services, by integrating their feedback into the innovation process (Muskat, 2013). However, such purchase preference has forced businesses to adapt to the conditions of mobile version, optimizing their digital platforms for mobile compatibility, and ensuring that their websites and apps are responsive and easy to navigate on smaller screens (Cavalinhos, 2021). This trend also urges fashion and luxury brands to optimize their digital presence for mobile usage and offer promotions like digital vouchers which can only be used in smartphone applications (Koch, 2022). 

Social Identity and Peer Influence on Social Media

Fashion and luxury items are not just purchases; they are a means of self-expression and identity information for both Millennials and Gen Z (Hoffower, 2019). According to Social Identity Theory (Tajfel & Turner, 1970), individuals strive for a positive self-concept, which often involves aligning with groups they perceive as desirable. A key component of Social Identity Theory is Social Identification, which refers to the process by which an individual's self-esteem becomes closely tied to the group's status and accomplishments (Tajfel & Turner, 1970). This theory not only highlights how much of an individual’s self-concept is derived from social groups, influencing attitudes, beliefs, and behaviors but also underscores the impact of group norms and identities on individual decisions and actions, which can be seen in consumer behavior and social media dynamics (Trepte, 2017). Considering the consumer behavior by applying social identity theory, both Millennials and Gen Z often choose brands that reflect their self-image and the groups they identify with. For example, affluent Millennials and Generation Z are creating a new status symbol for intensified comfort to match their passion and values. Because of their desire for comfort and athleisure, footwear has become the largest category in the online luxury market (NPD Group, 2023). Gucci's adoption of streetwear styles and the integration of popular culture influences can well be explained as expressing and reinforcing these young generations’ social identities. Similarly, Xuan (2019) explains that Millennials and Generation Z greatly value individuality and personal expression, exhibiting a strong preference for brands that are distinct and unique. Moreover, Ozeum (2017) adds that young generations are more likely to be loyal to brands that align with their values, such as diversity and authenticity. Therefore, for these younger generations, luxury brands must find a way to symbolize a myriad of aspirations, affirmation, and a sense of belonging to their particular community. 

However, luxury brands often find it hard to adapt to the diverse identities these generations aspire to. Firstly, both Millennials and Gen Z highly value authenticity (Pattuglia, 2017). They are more likely to engage with brands that they perceive as genuine and aligned with their personal and social identities (Pattuglia, 2017). Luxury brands must convey their narratives, values, and heritage in ways that resonate with these generations, helping them to see the brand as part of their own community. This can be particularly challenging for traditional luxury brands that need to balance their heritage with the evolving identities of these younger consumers (Quach & Thaichon, 2017). 

Secondly, luxury brands face the dilemma of maintaining perceived exclusivity while catering to the young generations’ identity of inclusivity and diversity. Traditionally, luxury brands have invested in numerous strategies to enhance the perception of exclusivity, through limited product distributions and promotion and creating distance between brands and customers (Birtwistle et al, 2005). Distance is heavily emphasized by substantial investments in retail stores where each level symbolizes a tier in the hierarchical customer-brand relationships (Daye, 2009). The staff are also trained in their interaction with customers, avoiding an overly friendly attitude (Daye, 2009). On the other hand, Millennials and Generation Z highly value inclusivity, which often affects their purchase decisions, customer engagement, and brand involvement. According to Bergh (2023), these young generations have the preference to support brands that develop diversified items relating to different genders, races, ethnicities, religions, and sexual orientations. However, such preference often conflicts with the traditional operation of luxury brands, which poses a challenge in the luxury fashion industry. The luxury industry has traditionally been built on exclusivity, and they often cultivate a sense of rarity and privilege, catering to an elite customer base (Birtwistle et al, 2005). Many luxury brands have a long history and a strong legacy that shapes their current brand identity. Changing this identity to incorporate inclusivity can be a slow and complex process, requiring a shift in company culture, marketing strategies, and sometimes, even in core brand values (Catteneo, 2023). Moreover, embracing inclusivity often requires significant investment in new marketing strategies, product development, and even corporate restructuring (Radon, 2012). For established luxury brands, this can represent a substantial shift in resource allocation and strategic planning (Radon, 2012). The identity of inclusivity requires luxury brands to become more inclusive in their marketing, product lines, and overall brand messaging, aligning with the diverse identity groups that these generations associate with. Such expectation goes beyond the traditional scope of product diversity, encompassing aspects like size inclusivity in fashion, accessible design in technology, and cultural diversity in product offerings, to force companies to innovate and broaden their product lines. 

Thirdly, Millennials and Generation Z intend to display less brand loyalty compared to previous generations for several reasons. Such comparatively lower brand loyalty can be explained by several factors. Firstly, according to their identity of uniqueness and differentiation, Millennials and Gen Z tend to favor personalized experiences and products that reflect their individual identity (Chang et al., 2021). Brands that offer a one-size-fits-all approach are less likely to retain their loyalty. Secondly, with the internet and social media, these generations have unprecedented access to information about products, services, and brands, therefore they can easily research, compare, and assess alternatives, making them less reliant on any single brand (Garcia et al., 2018). Secondly, the digital age has brought an explosion of choices in every product category. Millennials and Gen Z are accustomed to a marketplace with vast options, making them more likely to explore and switch between brands (Garcia et al., 2018). Accordingly, in order to effectively manage young generations in the fashion luxury industry, managers can no longer depend solely on the prestigious image of their brand to maintain customers. Instead, luxury firms are forced to shift towards building solid customer-brand relationships by fostering emotional engagement and attachment, for sustainable loyalty (Choo et al., 2012). Kapferer and Bastien (2009) claim that as long as these brands effectively craft and share stories that are relevant, inspirational, and engaging, they can manage deeper connections with their customers. Alternatively, scholars like Bae (2018) and Lee (2020) hold different perspectives towards this proposal. Modern consumers are not only digitally savvy but also increasingly skeptical of marketing tactics (Bae, 2018). The overuse of storytelling can lead to message fatigue, where consumers become indifferent to stories that seem inauthentic or overly promotional (Lee, 2020). Also, Millennials and Gen Z, have diverse and dynamic preferences. Different segments of customers seek distinct values and experiences from brands, and not all are equally influenced by storytelling as noted by Matthes and Wonneburger (2014). Therefore, committing emotional engagement with Generation Y and Z remains a research debate and requires a nuanced and well-crafted strategy for implementation.

On the other hand, social media significantly affects the purchasing decisions of younger generations. They rely heavily on reviews, influencers, and peer recommendations when making purchase decisions (Lee, 2011). The challenge for businesses is to effectively engage with customers on these platforms, which involves not only having a presence on various social media channels but also actively participating in conversations, managing influencer partnerships, and responding to customer feedback. Generation Y and Z represent the generations who have grown up during a period of advanced information technology, making them some of the most critical users of social networking sites (SNS). Hence, peer acceptance and social media influence is important for these generations, especially in their purchase behaviors. One significant aspect of this impact is the rise of electronic Word of Mouth (eWOM), a powerful force in shaping the perceptions and purchasing decisions of these digitally native generations.

The phenomenon of word-of-mouth communication has received considerable attention from both scholars and industry experts. Commencing in the early 1950s, researchers have maintained that informal exchanges and the sharing of opinions between individuals not only influence consumer buying decisions (Arndt, 1967), but also shape consumer expectations (Anderson & Salisbury, 2003), perceptions before using a product or service (Herr et al., 1991), and attitudes after usage (Burzynski & Bayer, 1977). With the updated concept of word-of-mouth, Ismagilova et al (2016) describe Electronic Word-Of-Mouth (E-WOM) as all causal exchanges between customers through internet-based technology concerning the use or attributes of certain products and services. The digital techniques where brands collaborate with social media influencers have become a powerful force, in shaping the attitudes and behaviors of young generations (Ismagilova et al., 2016). Social media influencers have accumulated a significant following across various social networking sites by producing content about fashion, beauty, travel, or fitness. These influencers who have gained a reputation through social media, specialize in creating and sharing content that remains a strong connection with their audiences (Veirman, 2021). They have become a powerful approach for organizations to enhance brand awareness and perceptions, and affect the behavioral intentions of consumers. For Generation Y and Z, an influencer’s recommendation can be a more significant motivator than traditional forms of advertising (Freberg, 2011). The engaging and appealing contents facilitate interaction and connection between customers. On the other hand, the impact of negative eWOM was explored by Park and Lee (2009), who found that negative reviews can have a more significant impact than positive ones. This is similar to the previous study by Skowronski and Carlston (1989), who also found that negative information influences consumers’ perceptions and attitudes most, compared with positive information. This finding is particularly relevant to Millennials and Gen Z, who are quick to share and react to the negative information conveyed on social media (Lee, 2009). Therefore, fashion luxury brands who aim to navigate positive eWOM on social media, need to carefully choose and collaborate with influencers who align with the brand's narratives and can authentically represent it to their followers.

Sustainability and Ethical Consumption

In recent decades, media attention towards environmental and social issues including climate change, fair trade, and recycled materials has been steadily increasing. Many studies have shown that a growing number of consumers are more conscious of the value of ethical consumerism (Wiederhold, 2018). With the issues prevalent, customers with value-driven, especially young generations, are increasingly aware of the environmental effects and social ethics in society (Wiederhold, 2018). In order to effectively manage the purchasing behaviors of Generation Y (Millennials) and Generation Z in the luxury fashion industry, businesses need to understand these generations' values and priorities, particularly from the perspectives of sustainability and ethical consumption. Consequently, businesses face the challenge of integrating such value in their offerings, not just in terms of quality or cost, but also in terms of ethical practices and sustainability. 

Statistics show that Generation Y and Z are regarded as the most environmentally and ethically conscious groups, as they are willing to spend an additional 10-15% on sustainable products, with 73$ of them paying a premium price for sustainable items, compared to only 51% of Baby Boomers (Fromm, 2018). According to Williams (2015), since global issues have risen in their era, these young generations have been exposed to a lot of world events. Growing up without limitations based on nationality or religion has significantly impacted the young generations’ upbringing environment (Williams, 2015). Among the present customer demographics, Generation Y and Z are the most eager to integrate sustainable practices into their daily lives (Dabija & Bejan, 2019). They intend to show a great interest in social responsibility and are conscious of how their choices can impact others, and the environment (Dabija & Bejan, 2019). Accordingly, these young generations intend to support brands that implement eco-friendly products and services, as well as taking actions to assist fair trade and guarantee ethical labor conditions in the industry (Heo & Muralidharan, 2019). In a similar way, the current study of Majhi (2020) also notes that younger consumers are more willing to pay a premium for sustainable and recycled products, being conscious of how their purchase behaviors affect the potential resource availability for future generations. 

The first definition of ethical consumption, as defined by Webster (1975), was the concept of customers who take into account societal consequences of individual consumption to bring about public change. This definition is consistent with the current concept of ethical consumption, as defined by Harrison et al. (2005), which refers to ethical purchase behaviors guided by personal moral beliefs, directed toward individual products or brands throughout their production, consumption, and disposal cycle. Positive ethical behavior involves purchasing products or services that are socially responsible (Khoiruman & Haryanto, 2017). The involved products are often associated with promoting attributes beneficial to ethical and environmental influences (Khoiruman & Haryanto, 2017). The most common study that refers to ethical consumption is the participation in abstaining from products that are not ethically produced (Kushwah et al, 2019). And this often involves behaviors including consumers expressing their disapproval of a product or service by intentionally avoiding its purchase (Kushwah et al, 2019). Generation Y and Z intend to support positive ethical actions in purchase behaviors. However, fashion and luxury brands are currently under the pressure of sustainable development, being criticized for heavy pollution and concerns towards durability (Kapferer, 2010). Apparently, there remains a research gap in understanding how ethical consumption relates to the fashion luxury industry, and attributes and perspectives behind luxury consumption from environmentally concerned demographics.

Maslow’s Hierarchy of Needs Theory (1943) outlines five hierarchical needs from the basic one to self-actualization. By applying Maslow’s Hierarchy of Needs framework, the customer behaviors of these young generations in the context of sustainability and ethical consumption can be well explained and understood. At the first level of Maslow’s hierarchy, for any consumer, the primary need is for products that satisfy basic physiological requirements for human survival (Maslow, 1943). In the fashion luxury sectors, such primary need often means comfort, practicality, and safety (Muiz, 2022). Millennials and Gen Z, while value-driven, still expect their clothing to meet these fundamental needs. However, from a sustainability perspective, these generations also expect these needs to be met without compromising environmental or ethical standards. They are more likely to choose products made from sustainable materials, produced under safe and fair working conditions, aligning with their broader concerns for health and long-term wellbeing (Muiz, 2022). The second level of Maslow's hierarchy concerns safety (Maslow, 1943). For Millennials and Gen Z, this extends beyond physical safety to include the security of knowing that their clothing choices do not contribute to environmental harm or social injustice. This demographic shows a preference for brands that transparently communicate their supply chain practices, ensuring that products are ethically sourced and produced (Mishra et al, 2021). The third level is belongingness needs. In the context of sustainable fashion, belongingness involves being part of a community that shares similar values (Muiz, 2022). Millennials and Gen Z are highly influenced by their social groups and tend to align their consumption patterns with those of their peers. According to the studies of Hollebeek et al. (2014), the influence of social media and electronic Word of Mouth (eWOM) is shaping the attitudes of Millennials and Gen Z towards environmental issues, and such social media platforms have become avenues for sharing information, raising awareness, and mobilizing action regarding sustainability. Fashion brands that successfully create a sense of community around eco-friendly practices can appeal to the needs of sustainability. This could involve engaging in social media discussions about sustainability, hosting community events, or even creating platforms for customers to share their experiences with sustainable fashion. As for the esteem needs in the context of sustainable and ethical consumption, young generations have the desire of being recognized for making responsible choices (Wang, 2023). Millennials and Gen Z want to feel proud of their sustainable purchase behaviors and be recognized by their peers for making such responsible choices. On the other hand, wearing sustainable luxury fashion can be a status symbol that signifies not just wealth or status, but also a commitment to environmental stewardship and ethical responsibility (Muiz, 2022). It can reflect an image of being educated, aware, and conscientious, traits highly regarded in their social community. At the highest level of Maslow's hierarchy, self-actualization involves fulfilling personal values and beliefs (Maslow, 1943). For Millennials and Gen Z, purchasing sustainable products from luxury brands aligns with their desire to live authentically and make choices that resonate with their personal values around sustainability and social justice.

Application to the Fashion and Luxury Industry

Practices in Adapting to the Digital-First Approach

In today's rapidly changing digital environment, fashion luxury brands face significant challenges in adapting to digital-first approaches. This shift is not just about integrating e-commerce but involves a comprehensive transformation of how these brands interact with consumers, market their products, and present their brand narratives. Even though the current adoption of high technologies enables fashion luxury brands to offer extraordinary experiences on their digital platforms, fostering a deeper customer engagement. For example, the use of 3D content and Augmented Reality (AR) provides customers with a more detailed and vivid visualization of products. Additionally, the use of electronic Customer Relationship Management (e-CRM) systems aids luxury brands in collecting customers’ personal data and delivering a seamless and smooth service in their digital realms. 

However, despite these advantages that high technologies and e-websites offer to the brands, many luxury brands including Louis Vuitton and Chanel remain hesitant to integrate high-tech adoption and establish e-commerce platforms. Navigating the omni-channel customer journey is not easy for fashion luxury brands. Maintaining a consistent brand experience and customer service across all channels can be costly and time-consuming (Verhoef et al., 2015). Verhoef et al. (2015) argue that luxury brands often struggle to replicate their high-end in-store experiences on digital platforms, leading to a disjointed brand perception. For example, when Gucci first attempted to expand its online market to global nations, it encountered structural and political barriers (Guercini, 2020). Gucci’s operation of e-commerce on Facebook or Google is a success in Western countries. However, such digital platforms are severely restricted in the Chinese market. Moreover, most fashion luxury brands, not just Gucci, have depended heavily on social media as primary sources to convey brand stories and integrate AR visualization techniques. Another significant issue is the logistical challenges posed by geographical distances (Min, 2018). Digital platforms are not just approaches to expressing brands’ images and stories, they exist as important tools for customers to directly purchase online and track orders. However, the ability of digital platforms to reach international markets is subject to different countries due to government filtering or restrictions, which are crucial for the online internationalization and delivery of goods. Consequently, luxury brands now facing the challenge of offering a seamless and consistent online service across all these touchpoints, from social media to e-commerce websites, to a global market. 

Practices in Personalization, Exclusivity, and Inclusivity

Luxury brands are now providing customers with the option to personalize their high-end products by choosing specific aspects like color, materials, fabric, or design since young demographics highly value personalized and unique products that align with their special identity. The market for customized luxury items is indicating an annual growth rate of 3% to 5% until 2025, with a market total value from 320 billion pounds to 365 billion pounds (D’Arpizio et al. 2019). Several notable brands are using technology to provide customers with a personalized experience. For example, Burberry has introduced web-based customization, allowing customers to design their own coast. Through such service, customers who are willing to pay a premium price can select unique fabric, lining, and color, crafting a personalized and unique item (Kahn, 2014). Similarly, Louis Vuitton offers the option for customers to create custom-made bangs, and Prada allows customers to create their personal fragrances (Moreau, 2020).

However, despite various initiatives in adopting individuality and uniqueness in customer services, the overall impact of these customization efforts on the brand value remains unclear. Although customization can increase the uniqueness of luxury products, it might also have the potential to diminish their brand value by reducing their recognizability. Research conducted by Fuchs et al. (2013) also indicates that luxury brands need to pay more caution when involving individuality in the design process. The research revealed a notable decrease in consumer demand for luxury items when they were identified as crowdsourced instead of being crafted by the brand's in-house professional designers. Participants believed that products created through crowdsourcing — those designed by other consumers — were of lower quality and less effective in conveying status compared to products designed by professionals (Chun et al. 2014). Similarly, Herter et al. (2023) find in their study that customization, by allowing consumers involvement in the product's design, inevitably reduces the influence of the designer's expertise. As a result, consumers might assign a lower value to a luxury product they have customized themselves, compared to one that is professionally designed (Herter et al., 2023). This outcome would contradict the majority of existing research on embracing customization and personalization in luxury brands, which typically suggests a higher perceived value for customized products. Indeed, the importance of self-expression in understanding consumer preferences for luxury products should be emphasized, especially in dealing with Generation Y and Z who value self-identity and self-express significantly, while the expertise and status of luxury professional designers also play a critical role in cultivating their design equity in exclusivity and perceptions of rarity in luxury products. 

In order to balance individuality and exclusivity, in 2019, Louis Vuitton minimized the probability of individual customers creating customized bags by offering them to choose from a selection that includes eight varieties of leather, five distinct shapes, twenty-six color options, and two sizes, which were professionally designed by Louis Vuitton expertise (Modernwearing, 2019). Recently, in the case of Louis Vuitton, the personalized and customized product offer is limited, and the primary personalized service they offer is the hand-painting initials and stripes on their Mon Monogram products (LV, 2023). Such design would be difficult to justify as highly individualized. Excessive customization and personalization remain questionable to fashion luxury brands whether it would lead to a loss of control over how their products are perceived and valued in the market, in terms of their rich heritage and strong historical identity.

Practices in Balancing Sustainability with Luxury Brands

As key players in the global economy, all corporations, regardless of their industry, are implicated in sustainable development. The Brundtland Commission, formally known as The World Commission on Environment and Development, characterizes sustainable development as " the development that satisfies current demands without compromising the capacity of future generations to fulfill their needs" (1987). However, historically, luxury brands have not been the leading proponents of sustainability awareness (Bendell and Kleanthous 2007). One reason is that the sector's size is relatively small. The entire luxury market was at approximately 1171 billion euros, including various segments like automobiles, personal luxuries, and hospitality (Grigorescu, 2022). Another reason is the infrequency of luxury purchases compared to the fast fashion industry (Grigorescu, 2022). While traditionally remaining discreet on these matters, all luxury groups and companies are now progressively embracing an ecological shift in their value chains. According to the analysis of Maslow’s Hierarchy of Needs Theory (1943), Millennials and Generation Z, which are the main consumers of fashion luxury goods, are increasingly conscious of the environmental and social impacts of their purchases, promoting a significant transformation in the luxury market. This transformation encompasses everything from raw material sourcing and production to logistics, HR management, retailing, and post-purchase recycling. In the case of Gucci, Italy's top-selling luxury fashion and leather goods brand founded by Guccio Gucci in Florence in 1921, has adopted eco-friendly practices by using 100% recyclable packaging for its products (Wadera et al, 2019). Gucci has also been the pioneer among luxury brands by signing an agreement with the Ministry of Environment to monitor the CO2 emissions from its supply chain (Wadera et al, 2019). On the other hand, Chanel S.A., which is a French high-fashion luxury brand specializing in women's haute couture, ready-to-wear clothing, luxury goods, and fashion accessories, has endeavored to align with the UN Sustainable Development Goals (SDGs) established in 2015 (Chanel, 2015). Chanel also collaborated with a long-standing glass manufacturer to create a lighter bottle for its Gabrielle fragrance, which reportedly reduces the carbon footprint by 40% compared to a standard 50-milliliter perfume bottle from the same producer (Wadera et al, 2019). 

However, balancing sustainability with the inherent characteristics of luxury brands presents a unique set of challenges. The incompatibility of sustainability and luxury items is traditionally being questioned. Firstly, implementing sustainable practices while maintaining a high quality and exclusivity is challenging. Sustainable materials and processes can sometimes conflict with traditional notions of luxury. For example, 
Lacoste, established in 1993, is famed for its high quality and premium price in polo shirts. The brand uses exceptional Pima cotton from Peru, and such long fibers are used to make specific Lacoste polo shirts (Kapferer, 2020). However, the use of Peru cotton is questioned by the public since it fails to require the need of fair-trade regulations (Kapferer, 2020). Sourcing cotton from sustainable trade would undoubtedly demonstrate Lacoste’s contribution to sustainability and the care of ethical consumption. However, this shift would change the exclusivity and prestige of Lacoste’s brand value, since sustainable cotton fails to match the quality of Peru cotton, Additionally, sourcing sustainable resources is money and time-consuming. No single source can provide sufficient quantities of sustainable cotton. As a result, Lacoste would need to source ethical cotton from various suppliers globally, leading to inconsistency in the value chain management.

Innovation Solutions to the Challenges

Engagement through Social Media and Influencers

Applying the Electronic Word of Mouth (eWOM) Theory and Social Identity Theory (Tajfel & Turner, 1970) can provide guidance for managing Generation Y and Z in the luxury fashion industry since these young cohorts are influenced by values and attributes that align with their identity. Influencers, especially those in the fashion luxury industry, play a crucial role in shaping young generations’ opinions and trends. Unlike traditional celebrity endorsements, social media influencers often share a more relatable, authentic connection with their followers. This aligns with the Social Identity Theory, where an individual's self-esteem becomes closely tied to the group's status and accomplishments (Tajfel & Turner, 1970). This theory emphasizes the extent to which an individual's self-identity is shaped by their social groups, affecting their attitudes, beliefs, and actions. It also highlights the significant role of group norms and identities in shaping personal decisions and behaviors, typically in consumer behavior and social media interactions (Trepte, 2017). Therefore, it is suggested that luxury brands involve influencers in the content co-creation process. The involvement of influencers is not just about accessing the influencer’s audiences but also about leveraging their creativity and unique perspective to enrich the brand narrative. One suggested approach is to co-design a collection with social media influencers. This collaboration has the potential to resonate with not only the brands’ existing customers but also the influencers’ social media followers, who find their tastes and preferences reflected in the designs. Meanwhile, the process of co-creation can be shared through social media platforms. As denoted in the Social Identity Theory with demographics of young cohorts, Millennials and Generation Z are more likely to choose brands in match their personal passion and values (Ozeum, 2017). When the process of collaboration is documented and shared on social media, it offers transparency into the journey of design. Such transparency will give young generations a sense of involvement and attachment to the collection, therefore increasing customer engagement from these demographics. 

Social media platforms are the primary channels of communication. They seek interactive and involving experiences that allow them to express their identities and be part of a community. This aligns with eWOM Theory, where customers’ purchase behaviors can be affected by personal conversations and casual sharing of information among acquaintances on digital platforms. Accordingly, it is suggested for fashion luxury bands to actively engage their customers on social media, including photo contests or hashtag campaigns where users showcase a specific product. Encouraging customers to share their personal experiences on social media is highly valued by other consumers. This form of content is seen as more authentic and trustworthy compared with traditional advertising. Additionally, brands can create content that encourages interaction, such as polls, quizzes, and Q&A sessions. Polls and quizzes can be significantly effective since they allow young generations to voice their personal opinions. Positive opinions towards products will be highly valued by others and foster a community spirit. Such interactive activities can also help brands gather instant customer feedback and understand consumer preferences. In conclusion, both interactive content and user-generated content are helpful to enhance engagement and establish a deeper and more authentic relationship with their customers.

Leveraging Technology for Enhanced Experiences

Effectively engaging Millennials and Generation Z, known for their tech-savviness, in the luxury fashion sector demands a sophisticated strategy, particularly when considering the Technology Acceptance Model (TAM). Copeland (2023) denotes that when integrating the TAM model (Davis, 1989) and Diffusion of Innovation Theory (Rogers, 2003) in the analysis of Generation Y and Z, the results show that these young cohorts are Early Adopters of technique innovations, and they show a higher openness to new technique advancements compared to older generations. The TAM model also suggests that perceived usefulness and perceived ease of use are the two main factors that affect the adoption of new technologies (Davis, 1989). In the context of the fashion luxury industry, this translates to a need for seamless, efficient, and visually appealing online shopping experiences. Firstly, immersive shopping experiences through Augmented reality (AR) are encouraged for fashion luxury brands. AR offers an immersive and interactive way for customers to engage with fashion luxury brands. This technology aligns with the TAM principles, as it is useful for product visualization and is user-friendly via smartphones or AR-enabled devices. For instance, brands can develop AR features that allow their clients to try clothes, accessories, or makeup virtually through social media platforms or brand apps. Such technology can offer a realistic representation of how items look like in real life. It is practical for clients who live in lower-tier cities that may not have convenient access to brick-and-mortar stores and can hardly try on products by themselves. Moreover, launching AR-based campaigns on social media where customers can directly interact with virtual elements is expected to increase online engagement and improve brand visibility, since virtual elements can be shared and discussed on social media. However, seamless and user-friendly interfaces and instructions need to be ensured when companies integrate such high-tech innovation into their digital platforms and brand apps. A substantial fund investment may be required when adopting innovative AR technologies.

Additionally, Artificial Intelligence (AI) is considered a useful tool to enhance customer engagement on digital platforms. A chatbot is an AI software that engages in natural language conversation with customers (Sathish, 2022). Chatbots have gained popularity due to their advancements in artificial intelligence (Sathish, 2022). The wide adoption of digital applications and technology integration has led to the need for customers to seek enhanced and smooth customer service offered by chatbots. These chatbots are equipped with the ability to respond to inquiries in a more effective and responsive way (Gowtham, 2022). In the past, customers need to wait in a queue for a long time for responses from human service teams. However, with AI-integrated chatbots, inquiries like customer questions, order tracking, and payment details can be addressed more efficiently. Additionally, AI enables chatbots to capture and analyze customers’ personal data, responding to inquiries based on individual preferences, tastes, and attributes (Lee, 2017). Such sophisticated technique innovation can greatly improve customer involvement on digital platforms. 

Customization and Personalization

Applying Maslow's Hierarchy of Needs Theory (1943) with the analysis of managing Generation Y and Z can provide comprehensive and thorough perspectives. Maslow's theory (1943) outlines five hierarchical needs from the basic one to self-actualization, suggesting that individual esteem includes the pursuit of respect and self-regard, while self-actualization involves the realization of one's capabilities and self-fulfillment. In the context of Generations Y and Z, luxury is not just about utility but is a form of self-expression and identity. Through fashion customization, these individuals can express their uniqueness, experience a feeling of achievement, and progress toward realizing their full potential. Therefore, fashion luxury brands are encouraged to introduce a series of products that customers can design by themselves. Such direct involvement offers the freedom to customers to select their preferred fabrics, colors, or add monograms to luxury items. Fashion luxury brands can also leverage social media platforms to host live of design sessions where customers can decide or suggest design elements for the upcoming collections. This active participation not only fulfills their need esteem needs by valuing their opinions but also promotes self-actualization by involving them in the creative process. The live streaming can also improve online customer engagement and spread the brand’s stories through digital platforms. Additionally, personalization in the fashion luxury sector is also important, since it can make customers feel valued as individuals, which is aligned with their needs of self-expression and uniqueness. 

Generation Y and Z, who are well-informed and concerned about global issues, have the desire to make responsible choices in the context of sustainable and ethical consumption (Muiz, 2022). Fashion and luxury brands can leverage social media to share educational content about sustainable practices and ethical consumption. This could include a range of posts and videos detailing the ecological effect of the fashion industry, explaining the significance of ethical labor practices, or illustrating the advantages of using sustainable materials. Crafting compelling stories that illustrate the brands’ positive impact is also needed for fashion luxury brands. The brands are encouraged to show the audiences how products are ethically made, from eco-friendly sourcing to their final creation. Brands can also collaborate with environmental activists or influencers who have a commitment to sustainability. Their involvement can amplify the brand’s message and make it more appealing and relevant to Generation Y and Z.
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