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Managing Sustainable Luxury and
Digitalization

This book offers new transdisciplinary perspectives on luxury, exploring the topical
phenomenon of digitally retouched (censored) and blockchain-secured (sensored)
luxury watches and outlining implications that emerge for the field of luxury studies
and managerial practice.

Based on a cross-disciplinary approach, the book integrates theoretical and empirical
perspectives to advance the readers’ understanding of luxury. With a particular focus
on the Swiss luxury watch context, the book thereby draws on qualitative, quantitative,
and archival data to shed new light on recent luxury trends, integrating literature on
aesthetics of labour, conspicuous consumption, Gestalt theory, ethical theory, functional
theories of attitudes, and surveillance studies. Eight chapters take the readers through
a range of topical challenges arising with the display and changing moral perceptions
of luxury and shifts that the luxury watch sector is facing in light of the digital
transformation impacting luxury goods and the luxury management environment.

This unique book will be of value for academics, scholars, and upper-level students
across management studies with a particular interest in the luxury and fashion industries,
luxury management, brand management, business ethics, and digital transformation.

With a foreword by Thomai Serdari, Leonard N. Stern School of Business, New York
University.

Mario D. Schultz is an assistant professor of international management at Franklin
University Switzerland, where he teaches “Sustainable Luxury Management.” He is
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Prior to joining Franklin University Switzerland, Dr. Schultz worked as a postdoctoral
researcher at the Universita della Svizzera Italiana (USI). He studied business
administration at the University of Vienna and the University of Amsterdam.

His primary research interests are corporate social responsibility, luxury
management, business ethics, corporate sustainability management, and information
and communication technology. More specific research topics include the ethical use
of artificial intelligence and algorithmic pricing, greenwashing and machinewashing,
sustainable luxury management, and new conceptualizations of corporate social/
political responsibility in the digital age.
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Peter Seele is a professor of corporate social responsibility and business ethics at
USI Lugano, Switzerland, and co-founder of LOL, together with Mario D. Schultz.
Professor Seele holds a PhD each in philosophy (University of Diisseldorf) and
economics (University of Witten/Herdecke), worked two years as a business consultant
in Frankfurt, and, prior to Lugano, was an assistant professor at the University of Basel.
Next to USI Lugano he is also a guest professor at the University of St. Gallen, where
he teaches “Philosophy of Luxury.”

His primary research interests are business ethics, digital ethics, greenwashing,
machinewashing, and the cultural and philosophical underpinnings of luxury.
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Foreword

Reflecting on the greatest civilizations in human history, one realizes that a social
group’s worldview defines its preoccupation with, focus on, and investments in
physical objects that defy the passing of time. For example, the Egyptians, whose
main fear was that the sun may not rise for them to see another day, poured their
intellect as well as manual labor into building monuments that would, in essence,
facilitate an easy transition from life to afterlife. In Egyptians’ hierarchical society,
objects, buildings, and entire cities that were inspired by the idea of eternity were
made to accurately represent the concepts of excellence in quality, heightened aes-
thetics, innovation, as well as an embedded historical narrative that helped Egyp-
tian leaders maintain the status quo. The Sumerians strove to tame nature. Their
worldview of order and organization resulted in written language and the concept
of law as well as in objects and structures that were signaling their value through
conspicuousness, heavy symbolism, and inference of status. The scarcity of these
man-made wonders derived from the extravagant expense of natural resources and
physical effort. In Mesopotamia, innovation was often rooted in hedonic pleasure,
at least for the ruling class.

It would not be a stretch to claim that watches are the physical manifestation of
humanity’s modern worldview, continuous in all its endeavors since the middle of
the sixteenth century. In the past five centuries, change is the result of humans’ abil-
ity to master science, technology, and design, even if the uncertainty with which
philosophical questions are answered remains constant. Since its inception, the
Swiss wristwatch is the perfect manifestation of the field of creative innovation, a
concept I defined in my work elsewhere as that which expresses the essence of lux-
ury. The wristwatch is also the result of cultural tension between Calvinism’s ban-
ning of luxurious personal ornaments and the trade’s inventiveness and ability to
quickly pivot from making jewelry to making wristwatches and remain in business.

In other words, the Swiss watch industry occupies a unique place in contempo-
rary culture. Ironically, the tension that defined its genesis has not been resolved
yet. There is a constant pull from two opposite directions: on the one hand, the
industry is evolving internally based on technological inventions, evolution of aes-
thetics, refinement of craftsmanship, and strength in historical narratives; on the
other hand, it is asked to respond to external forces linked to democratization,
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accessibility, new channels of distribution, and a whole new set of social values that
the public expects to see incorporated in the object and practiced by the industry.

The two antithetical directions are indicative of how wealth is distributed in
contemporary societies. They accelerate with every new segment that gains access
to disposable income as well as with every increase in the disparity of wealth. The
former advances the public’s desire to acquire a first (sometimes of many) luxuri-
ous Swiss wristwatch, while the latter increases the public’s propensity to judge
luxury consumption as unethical. The survival of an entire industry and the welfare
of its stakeholders (a wide range of artisans, manufacturers, suppliers, merchants,
multibrand retailers, visual artists, graphic and UX designers, digital marketers,
etc.) rests on the precarious fine line between desirability (formed by the indi-
vidual), and ethics (shaped by the collective) or, simply put, between the sacred
and the profane.

Few scholars are equipped to discuss the sustainability and management of the
Swiss watch industry with academic rigor and matter-of-fact research that makes
their conclusions immediately useful to industry practitioners. The ability to cor-
rectly address the industry’s strengths and weaknesses and to discuss possible sce-
narios that overcome current threats and open business opportunities requires a
transdisciplinary study.

The authors of this book, Mario D. Schultz and Peter Seele, are both well famil-
iar with the historical, cultural, and business contexts of the Swiss watch indus-
try. Their academic careers are based in Switzerland, where they co-founded the
Luxury Observatory Lugano through which they engage with industry profession-
als in the quest to define questions that are innovative academically and useful
to the industry. They have additionally proven their facility in applying a diverse
set of methodologies. Their interdisciplinary approach leads them to conclusions
that are both scientifically sound and truly practical. Schultz, assistant professor
of international management, has a long research track record in corporate social
responsibility, business ethics, communication technology and luxury management
and his goal is to inform us about how these areas are impacting consumer behavior
and consumption patterns in the digital age. Seele, professor of corporate social
responsibility and business ethics, delves into philosophical questions on luxury
and helps us understand how business and digital ethics are being rewritten as our
culture is being transformed by new modes of buying and selling products, knowl-
edge, and status. I have come to know and respect their work through my role
as editor-in-chief of the journal Luxury: History Culture Consumption (Taylor &
Francis), in which I have published two of their academic papers.

In this book, Schultz and Seele have showcased a deep understanding of how
current social values, attitudes, and lifestyles are placing new types of pressure
on the business of luxury through the lens of Swiss watchmaking and selling in
an omni-channel marketplace. The authors’ command over the subject of luxury
results in a text that is easy to read while it remains intellectually meticulous. Sci-
entifically, the authors demonstrate their excellence in applying the correct methods
of study (sometimes qualitative, others quantitative, and others yet a combination
of the two) without compromising the quality of the discussion. In fact, this is
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what I admire the most about their work. They utilize different disciplines and their
respective methods of research with accuracy and precision. For seasoned schol-
ars, this book can serve as an example of how to expand one’s academic approach
to formulating research questions. For younger scholars and students, the work is
representative of thoroughness, clarity, and excellence. For business profession-
als and industry practitioners, this text should be must-read. Without it, they risk
missing out on gaining new perspectives on how the new luxury consumer thinks
and what they expect to find in the product, its brand, and the market for luxury.
For all of us, inquisitive minds, this book allows us a critical perspective on our
own market behavior, our relationship with luxury, and oscillating ethics about its
consumption. Who wouldn’t want to open a window in the direction of knowledge
that helps define humanity’s modern worldview through a familiar, everyday object
such as the wristwatch?

New York, June 2023

Thomai Serdari
Professor of Marketing and Director of the Fashion & Luxury MBA
Leonard N. Stern School of Business, New York University
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Introduction

Luxury and changing moral perceptions between ethics, consumer
demand, and business case logic

Research about luxury constantly reinvents the concept of luxury and what it is
and what it is about. So is the moral perception about luxury, particularly as old-
fashioned definitions do not hold anymore, such as the distinction of necessity
goods and luxury goods, or the economic definition of increased demand depend-
ing on income rise. More sociological definitions link luxury to different societal
“codes” and communication to form identity. Luxury thus contributes to social
distinction in postmodern societies — and therefore goes back to the landmark the-
ory of luxury from Thorstein Veblen (1899) on conspicuous consumption in his
“theory of the leisure class.”

However, the new aspect of understanding luxury and managing luxury prod-
ucts and brands is moral — beyond the criticism of decadence and issues of social
injustice: luxury consumption and behavior have been identified as one of the key
drivers of climate change. As the nongovernmental organization Oxfam reported
in 2020, it is the richest 1 percent who “were responsible for 15% of cumulative
emissions, and 9% of the carbon budget” and the “richest 10% of the world’s popu-
lation (c. 630 million people) were responsible for 52% of the cumulative carbon
emissions — depleting the global carbon budget by nearly a third (31%) in those
25 years [from 1990-2015] alone” (Oxfam International 2022, 2). So, the income-
elasticity aspect of luxury finally leads to contributing in an exponential way to the
environmental problems the world and the world population are facing. Private
jets, 12-cylinder cars, and private homes with 500; 1,000; or 10,000 square meters
of construction add to increased emissions, particularly in a per-head count met-
ric. In the realm of digital technologies, the environmental dimension also plays a
role. Blockchain identifiers (see Chapters 6 and 8) and non-fungible tokens (NFTs)
are increasingly important for luxury marketing, but also add to climate change
through increased emissions.

A second example, where luxury is associated with moral bads, is linked to
what is called social sustainability — here, its violation, where social injustice,
inequality, and violation of human rights are a function of luxurious lifestyles.
A recent and symbolic example is the residential skyscraper “Beirut Terraces,”

DOI: 10.4324/9781003397205-1
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designed by Swiss star architects Herzog & de Meuron in Lebanon. By referring
to publicly available plans of the building, it became known that the construction
of luxury apartments also includes “maid rooms” for servants with dimensions
of 3.9 square meters and without windows (Frasch n.d.). The rooms were coined
“slave rooms,” paying reference to the so-called Kafala system in the Arab world,
where migrant workers mainly from South Asia and Africa are exploited without
legal rights, which is why it is called “modern-day slavery.” In Lebanon alone, this
new form of slavery accounts for 150,000 workers “struggling to survive in an
exploitive system” (Rak 2021, 58). Confronted with these allegations, the archi-
tecture firm replied that they had proposed a different design but ultimately had to
follow the client’s will. There was a discussion in Switzerland (Frasch n.d.) con-
cerning whether the world-famous architecture firm should have refused to design
the skyscraper with rooms less than 4 square meters, also taking into account that
in Switzerland, the minimum size for a room is § square meters. Even prison cells
should have a minimum of 4 square meters per inmate, following the European
Committee for the Prevention of Torture.

The Beirut Terraces are just one example in the wider context of architecture and
luxury. Condello (2014, ix) asks whether the architecture of luxury is an “unquali-
fied benefit or something which should only be present within strict limits.” Link-
ing the question back to the Kafala system, the question is if the Swiss architects
should stick to Swiss values and norms or — which was the case — operate within
the formal legal system, where the building was built and where the Kafala system
is part of the status quo? Morality, therefore, affects both perception/consumption
as well as the creation of luxury — and opens manifold ways to be looked at from a
more philosophical perspective (Wiesing 2019) or from the perspective of critical
luxury studies (Armitage and Roberts 2016).

Nevertheless, is the Kafala system a problem of luxury only? The same discus-
sion emerged when considering the FIFA World Football Championship 2022 in
Qatar, as the stadiums and other sites were constructed “off the back of modern
slavery.” Unlike the two architects, Zurich-based FIFA organizing the champion-
ship even publicly defended the Kafala system, as Chief Executive Officer (CEO)
Gianni Infantino publicly expressed (Renggli 2022). All along, a particular rela-
tionship between leaders and luxury exist. Intentionally or not, famous owners of
luxury items find themselves at the center of societal attention.

Furthermore, luxury products also have the role and responsibility of pioneer-
ing new trends and issues, as new technological features are often too expensive
for mass production — at least in the beginning. As Deloitte claims, ethics and sus-
tainability are key drivers of luxury, and therefore the question emerges if luxury
businesses have not only a “social responsibility” but also a market-driven incen-
tive to follow up on ethical and sustainable principles. As in the case of the Beirut
Terraces, the broader consensus was that Herzog & de Meuron should not accept
projects if they are based on dubious ethical grounds. At the heart of the business
model, the question remains a business case question: Should corporations make
money with unethical implications, while trying to be ethical and sustainable, just
because consumers like and demand social responsibilities? Alternatively, does
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making money with projects imply certain challenges against sustainability, social
responsibilities, and ethics at large? This is where technology comes in, as technol-
ogy as a neutral catalyst per se (Seele 2023) may be instrumentalized in various
directions — be it pro-social or toward dark and dystopian antiliberal times neglect-
ing issues of responsibility and sustainability. The Swiss watch industry here is a
suitable example as it is a very well-established segment in the luxury business with
a product torn between nostalgic mechanical traditionalism and high-tech regard-
ing materials, technology involvement, and digitally based marketing and product
components such as blockchain IDs (NFTs) or popularity through social media.
Unfolding the ethical issues, particularly in the changing landscape of moral per-
ception of luxury products and display, is at the center stage of this book used for
both theory advancement and guidance for practitioners.

COVID-19’s impact on luxury: luxury consumption against anxiety
and isolation

Next to the two major trends of sustainability and digitalization, the luxury
industry has continued to be affected by the COVID-19 pandemic. The pan-
demic may be seen as a third factor shaping the sector, particularly in economic
terms, as the revenue of the 100 world’s top luxury companies came down from
US$281 billion in 2019 to US$252 billion in 2020 (Deloitte Global 2021). How-
ever, the even more important implication of the pandemic in this book is not
the macro-economic slump but rather the boost the pandemic had on the luxury
industry as a catalyst of change, particularly regarding digital technology, online
shopping, and e-commerce. Travel bans and curfews led to the closing of shops.
Not meeting other people for private or business reasons also led to a decline
in the sales of gifts, makeup, bags, and fashion. Companies already positioned
in online sales benefited from this enforced transformation. However, not all
companies transitioned to online retail. Rolex and Chanel, for example, “con-
tinued their refusal to sell online” (Deloitte Global 2021, 26), highlighting the
delicate relationship between luxury brands and analog experiences, plus control
of physical distribution channels.

Furthermore, supply chains were interrupted because of lockdowns, particularly
in port cities, especially in China. The impact of COVID-19, therefore, was not
only on the consumer end but also on the supply chain and production. COVID-19
came as a surprise and it became apparent that the implications of the pandemic
were and are difficult to anticipate. One striking example of mistaken anticipation
came from Bain & Company (2020), identifying consumer trends of the pandemic.
The consulting firm’s authors wrote, “Luxury shopping is likely to restart first in
China if the virus remains under control there. Continued restrictions on travel
will mean that many purchases that would have been made abroad will happen in
China” (Bain & Company 2020). Two years later, it turned out that China imposed
the strictest lockdowns. In contrast, other countries opened up again with mild(er)
versions of the virus, which normalized shopping and travel behavior. This mis-
perception of the trend reveals the complexity of the pandemic, and that simple
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guessing of trends of such a unique situation as a pandemic in times of globaliza-
tion does not help to manage the industry professionally.

As the pandemic created a new social reality for consumers because of lock-
downs and social distancing, the perception of luxury products and brands also
changed. COVID-19 brought social isolation to persons, and next to the slump in
demand for certain products mentioned earlier, isolation also impacted how luxury
bands were consumed by those coping with it.

Thapa, Guzman, and Paswan (2022, 984) found:

[T]he feeling of isolation leads to a higher intention to purchase luxury
brands. Both COVID-19 anxiety and social capital moderate the relationship
between bandwagon luxury consumption behavior and intention to purchase
luxury brands/subjective well-being related to the luxury brand purchase.

As the pandemic increased anxiety and isolation, the role of luxury consump-
tion following this study helped people to socially connect by adopting luxury
consumption as perceived by others, primarily through popularity communicated
through media channels. In other words, consuming luxury products “helped” to
cope with the negative psychological effects of anxiety and isolation by jumping
on the bandwagon. Companies orchestrating social connectedness and popular-
ity could benefit from this coping strategy for anxious consumers during the pan-
demic. Here digital technology is a key driver, as communication is increasingly
organized through digital means, intruding increasingly into private life. Social
media, smartphones, and surveillance technologies in general help not only to
understand the consumer better but also to connect the consumer to other persons.
Among these are friends and family, but also increasingly social media influencers
with millions of followers, sponsored by brands, promoting products, and creating
a luxury impression, which can be instrumentalized by the bandwagon behavior
mentioned earlier. Again, the pandemic is to be seen as a booster of this trend, as is
technology. Blockchain technology and NFTs, for example — as we will see in the
following chapters of this book — also help gain popularity and uniqueness, which
may be aligned to values such as sustainability and ethics, leading to what has been
recently coined as “positive luxury” (Batat 2022).

Chapter overview

The introductory chapter sets the stage, drawing attention to the current transfor-
mations in the luxury watch industry triggered by the two central themes of cen-
sored and sensored luxury. The introduction begins with a detailed explanation of
the core themes, showing how changing moral perception and digital technologies
reshape our understandings of luxury, particularly in the Swiss watch context, thus
presenting the linkages between luxury watches, ethics, and technology. Further,
the introduction provides an overview of the book chapters, emphasizing how each
connects to the two core themes.

The first two chapters outline the Swiss empirical context and take a more
practitioner-oriented perspective toward the core themes. Chapter 1 focuses on
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defining luxury and its underlying dimensions for the watch sector, outlining the
positioning of the Swiss luxury watch industry within the global luxury watchmak-
ing universe. Via a principal component analysis, the first chapter analyzes expert
survey data to present fundamental dimensions that help define luxury in the watch
sector, including elements ranging from excellent quality, aesthetics, and beauty
to hedonism, status, and conspicuousness. Informed by an expert survey, Chap-
ter 2 describes new insights on challenges and trends in the (Swiss) luxury watch
industry — highlighting the role of digitalization and new technologies, changing
consumer perspectives, and ethical and sustainable product attributes.

The next two chapters are underpinned by a more theory-driven approach toward
the books core themes, combined with illustrative and quantitative data. Chapter 3
approaches the public display of luxury and the concept of ethical hubris, discuss-
ing notions of desirable/undesirable luxury along with illustrative cases of organiza-
tional leaders first flaunting and then retouching their luxury items from the public
eye. Given the peculiarity of public luxury display, Chapter 4 draws on a quantitative
study to explore the ethicality of displaying luxury items in social interactions inte-
grating conspicuous consumption theory and functional theories of attitudes, indicat-
ing specific situations where study participants deemed luxury display inappropriate.

The following two chapters each explicitly engage with one dimension of the
book’s central themes: the fifth chapter focuses on censored luxury in organization
contexts, whereas the sixth chapter sheds a detailed light on notions of sensored
luxury. Chapter 5 takes an organizational perspective, discussing the role of luxury
watches worn at work and how they may contribute to the construction of an organ-
izational image, stabilizing or destabilizing the organizational “gestalt.” Based on
a qualitative netnography of two luxury watch online communities, Chapter 6 pro-
vides an in-depth study of blockchain-based product identifiers, advancing net-
worked surveillance as a concept that can inform an ethical luxury industry by
shedding light on the learning and control possibilities relevant for black markets
and counterfeits, corporate social responsibility (CSR) reporting, and personaliza-
tion of luxury products.

The final two chapters emphasize the target audiences of the book. Chapter 7
is research-oriented, synthesizing the theoretical and practical implications of
censored and sensored luxury to highlight the contributions offered to the field of
luxury studies and avenues for future research. In contrast, Chapter 8 takes a prac-
titioner focus, with a future outlook on challenges emerging in the luxury (watch)
industry. In this way, the final chapter provides a practical perspective on future
drivers of competition and growth and reflections on cutting-edge technologies
such as the transformative Web3 and the changing demands of younger consumer
generations that require the attention of researchers, practitioners, and experts.

Bibliography

Armitage, John, and Joanne Roberts, eds. 2016. Critical Luxury Studies. Edinburgh: Edin-
burgh University Press. https://doi.org/10.3366/edinburgh/9781474402613.001.0001.

Bain & Company. 2020. “Luxury After Covid-19: Changed for (the) Good?” Bain, March 26.
https://www.bain.com/insights/luxury-after-coronavirus/.


https://doi.org/10.3366/edinburgh/9781474402613.001.0001
https://www.bain.com

6 Introduction

Batat, Wided. 2022. The Rise of Positive Luxury: Transformative Research Agenda for Well-
Being, Social Impact, and Sustainable Growth. 1st ed. London: Routledge. https://doi.
0rg/10.4324/9781003163732.

Condello, Annette. 2014. The Architecture of Luxury. Ashgate Studies in Architecture. Farn-
ham Surrey, England and Burlington, VT: Ashgate.

Deloitte Global. 2021. “Global Powers of Luxury Goods | Deloitte | Global Economy, Lux-
ury Consumer.” Deloitte. https://www?2.deloitte.com/global/en/pages/consumer-business/
articles/gx-cb-global-powers-of-luxury-goods.html.

Frasch, Denis. n.d. “Bedienstetenzimmer kleiner als das WC — Kritik an Gebdude von
Schweizer Stararchitekten.” Watson. Accessed August 10, 2022. https://www.watson.
ch/!1820310179.

Oxfam International. 2022. “Confronting Carbon Inequality: Putting Climate Justice at the
Heart of the COVID-19 Recovery.” Oxfam International, May 25. https://www.oxfam.
org/en/research/confronting-carbon-inequality.

Rak, Patrick. 2021. “Modern Day Slavery: The Kafala System in Lebanon.” Harvard Inter-
national Review 42 (1): 57-61. https://www.proquest.com/docview/2581551149/abstract
/7803466F0D5C4CO08PQ/14.

Renggli, Thomas. 2022. “Fifa-Prasident Gianni Infantino verteidigt das inhumane Kafala-
System, Will aber mit dem Fussball von Katar aus einen ganzen Kontinent retten.” Die
Weltwoche, January 27. https://weltwoche.ch/daily/fifa-praesident-gianni-infantino-will-
mit-dem-fussball-die-welt-retten-als-friedensengel-mit-wohnsitz-in-katar-hat-er-dafuer-
die-besten-aussichten/.

Seele, Peter. 2023. “Technology Ethics: Origins, Paradigms and Implications for Business
and Society.” In Encyclopedia of Business and Professional Ethics, edited by Deborah C.
Poff and Alex C. Michalos. Cham: Springer Nature Switzerland AG.

Thapa, Sajani, Francisco Guzman, and Audhesh K. Paswan. 2022. “How Isolation Leads
to Purchasing Luxury Brands: The Moderating Effects of COVID-19 Anxiety and
Social Capital.” Journal of Product & Brand Management 31 (6): 984—1001. https://doi.
org/10.1108/JPBM-05-2021-3500.

Veblen, Thorstein. 1899. The Theory of the Leisure Class: An Economic Study in the Evolu-
tion of Institutions. New York: The Macmillan Company. https://openlibrary.org/books/
OL27109424M.

Wiesing, Lambert. 2019. A4 Philosophy of Luxury. 1st ed. New York: Routledge.


https://doi.org/10.4324/9781003163732
https://doi.org/10.4324/9781003163732
https://www2.deloitte.com
https://www2.deloitte.com
https://www.watson.ch
https://www.watson.ch
https://www.oxfam.org
https://www.oxfam.org
https://www.proquest.com
https://www.proquest.com
https://weltwoche.ch
https://weltwoche.ch
https://weltwoche.ch
https://doi.org/10.1108/JPBM-05-2021-3500
https://doi.org/10.1108/JPBM-05-2021-3500
https://openlibrary.org
https://openlibrary.org

1 Defining luxury in the watch
industry

Exploring the gestalt of Swiss luxury
watches

Positioning the Swiss luxury watch industry in global luxury
watchmaking

Building on an expert survey, this chapter explores how luxury watch industry pro-
fessionals perceive luxury. The focus is thereby set on Swiss luxury watchmaking.

Just as Italy is the global leader in fashion, Switzerland is second to none in
luxury watchmaking.
(Deloitte AG 2018, 42)

Swiss watchmakers produce around 30 million timepieces a year, which repre-
sents “only” 2,5 percent of all watches in the world (Jaberg and Nguyen 2017).
However, this represents 95 percent of high-end watches priced at CHF 1,000 and
above manufactured by Swiss companies (Jaberg and Nguyen 2017). The Swiss
watch industry employs about 60,000 people working for roughly 500 companies
(Jaberg and Nguyen 2017). Taking these numbers into consideration, it is note-
worthy that three watch groups dominate the entire industry by their scale and
turnover. All three companies focus on high-end luxury watches, with Compag-
nie Financiére Richemont SA ranked third (total revenue of US$11,677 million),
Swatch Group Ltd. ranked sixth (total revenue of US$7,665 million), and Rolex SA
ranked twelfth (total revenue of US$5,379 million) (Deloitte AG 2018). Together,
these three companies account for the absolute majority of luxury watch sales of
all Swiss watchmakers (Deloitte AG 2018). In a recent industry report on global
luxury goods, the top 100 companies were ranked in terms of sales, featuring the
three Swiss companies in the top 12, underlining the importance of Swiss luxury
watchmaking as mainstay of global luxury watchmaking (Deloitte AG 2018).

Luxury perceptions: insights from an expert survey

To understand the luxury perceptions of Swiss watchmaking professionals, an
online expert survey was launched at the end of February 2019. All Swiss watch
manufacturers (as listed in the register of the Federation of the Swiss Watch Indus-
try FH 2019), as well as institutions, organizations, and service providers linked
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to the watch industry, were invited to participate. Further, experts with varying
professional positions were identified on LinkedIn (the largest online professional
network) and invited to participate in the survey. The survey allowed us to explore
how luxury is more generally perceived with regard to luxury watches and whether
the perception toward luxury watches might be in transition.

Data collection

The survey consisted of several closed questions, with one open-ended question
placed toward the end of the survey, followed by demographic questions (see
Chapter 2, reporting and discussing further results). In total, 87 (80.20 percent
males; 19.80 percent females) experts with various professional positions within
the industry participated. The unequal number of male and female participants
reflects the overall gender divide in the industry (Donzé and Fujioka 2018), but it
should also be noted as a potential limitation of the survey. The response rate was
14.01 percent. Table 1.1 shows a detailed breakdown of the participants’ profes-
sional background. Almost 60 percent of the experts indicated to have a profes-
sional industry experience of more than ten years, with about 24 experts indicating
an experience level exceeding 20 years (see Table 1.2).

Data analysis and results

Given that luxury is perceived very differently (Shukla and Singh 2017; Amatulli
et al. 2017), the expert survey data provided the possibility to understand which

Table 1.1 Professional position of survey respondents.

No. of respondents

Total Male Female

CEO
Communications
Customer service
General management
1T

Manufacturing
Marketing
Operations/supply chain
Owner

Procurement
Researcher

Retail and sales
Watch design
Watchmaker

Other

Total
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Table 1.2 Luxury watch industry experience off-survey participants.

Years of experience No. of respondents Percentage Cumulative
percentage

None 1 1.1 1.1

<1 5 5.7 6.9

1-5 11 12.5 19.5

5-10 19 21.6 41.4

11-20 27 30.7 72.4

>20 24 273 100.0

Total 87

Excellent quality — 9.20

10.00
High price 900 Aesthetics and beauty
8.8b 8.69
6.24 7,00
’ 6.00
. 5.00 .
Hedonism 4.00 Self-identity
6.54 200 )4 8.06
2.00
1.00
0.00
Conspicuousness History and heritage
6.80 8.05
7.10
Status R reTTTT T Scarcity and rarity
7.55
7.34
Symbolic value Innovation

7.44

Figure 1.1 Importance of luxury dimensions.

Note: *Values shown represent the mean ratings.

dimensions of luxury are particularly valued and relevant when it comes to luxury
watchmaking and how these dimensions might be related.

The survey participants were asked to rate the importance of the following items
in relation to luxury using an 11-point Likert-type scale for each item (0 = “Not at
all,” 10 = “extremely important™): (1) aesthetics and beauty; (2) conspicuousness;
(3) excellent quality; (4) hedonism; (5) high price; (6) history and heritage; (7)
innovation; (8) scarcity and rarity; (9) self-identity; (10) status; and (11) symbolic
value. The results presented in Figure 1.1 are based on the average rating for each
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dimension. Excellent quality, aesthetics, beauty, and self-identity were rated the
highest, whereas high price, hedonism, and conspicuousness were rated the lowest.

Explorative factor analysis

An exploratory factor analysis using a principal component factor extraction was
conducted to determine the factor structure. For all analyses, the standard statistical
package SPSS was used. At first, the factorability of the 11 items was examined
by utilizing the following well-established criteria. First, all 11 items correlated at
least 0.3, with at least one other item, suggesting a reasonable factorability. Second,
the Kaiser—Meyer—Olkin measure for the sampling adequacy was 0.77, above the
recommended value of 0.5. Further, Bartlett’s test of sphericity was significant (2
[55]=283.30, p < 0.00). The communalities were all above 0.3 (see Table 1.3 fac-
tor loadings). This confirmed that each luxury item shared some common variance
with other items, supporting the inclusion of each item in the factor analysis. Over-
all, in light of the above criteria, a factor analysis was conducted with all 11 items.

Principal component analysis was used to identify and compute the underlying
factor structure of the given luxury items. The initial eigenvalues showed three
factors with an eigenvalue >1, suggesting a three-factor solution, with the first
factor explaining 37.2 percent of the variance and the second factor explaining
13.1 percent of the variance. However, the third factor explaining 9.8 percent of
the variance showed an eigenvalue of just over one. A Parallel Analysis suggested
a two-factor solution; thus, the first two factors were retained while dropping the
third one. For the interpretation of the two factors, a varimax orthogonal rotation
was used. The items were evaluated to meet a minimum criterion of having a fac-
tor loading of 0.4 or above. The item “self-identity” was removed due to an almost
identical factor loading and cross-loading below 0.4. A principal component factor
analysis was performed with the remaining 10 items. A varimax rotation provided
a well-defined factor structure, with all items having a primary loading over 0.5

Table 1.3 Factor loadings and communalities based on a principal component analysis
for 11 items. Prompt: Please rate the importance of the following dimensions in
relation to luxury:

Item Factor 1 Factor 2 Communalities
Hedonism 0.71 -0.13 0.64
Status 0.71 0.31 0.67
High price 0.71 0.28 0.67
Conspicuousness 0.71 0.15 0.51
Symbolic value 0.63 0.01 0.47
Scarcity and rarity 0.53 0.30 0.45
Excellent quality 0.21 0.81 0.70
Aesthetics and beauty 0.02 0.74 0.60
Innovation 0.09 0.62 0.54
History and heritage 0.40 0.60 0.77

Note: Factor loadings >0.5 are highlighted in bold.
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Table 1.4 Descriptive statistics for the two factors (N = 87).

No. of items M (SD) Alpha Eigenvalue
Factor 1 6 6.92 (1.59) 0.78 3.76
Factor 2 4 8.34 (1.33) 0.67 1.40

and only two items having a cross-loading above 0.3 (history and heritage, status),
which, however, show a difference of 0.2 and 0.4 between the loadings. The factor
loadings for this final solution are shown in Table 1.4. The internal consistency for
each of the scales was examined using Cronbach’s alpha. The alpha for factor 1
was 0.78 (six items), and for factor 2, the alpha was 0.67 (four items), showing a
good and moderate internal consistency. The composite scores were created for the
two factors using the mean of the items, which had primary loadings on each factor.
A higher score indicates higher importance of the luxury items that make up a fac-
tor. Thus, factor 2 was the luxury factor that the experts rated as the most important.
An overview of the factors is provided in Table 1.4. Overall, the analysis indicates
two distinct factors underlying the luxury dimensions.

Luxury dimensions in the Swiss luxury watch sector

The results of the expert survey indicate that distinct dimensions of luxury are
perceived as important when it comes to luxury watches. As the factor analysis
reveals (see Table 1.4), two divergent underlying factors are present. Factor one
captures rather symbolic facets that are sometimes linked to undesirable connota-
tions of luxury, such as social stratification (Turunen 2018; Jaikumar, Singh, and
Sarin 2018). In contrast, factor two highlights characteristics that are closely con-
nected to more inherent characteristics or values of the luxury item (Amatulli et al.
2017; Gurzki and Woisetschldger 2017; Shukla and Singh 2017; Serdari 2020).
This shows that luxury watches can be perceived with different “gestalts.” Gestalt
comes from German and typically refers to the English words shape or figure and
can be defined as “something that is made of many parts and yet is somehow more
than or different from the combination of its parts” (Bonacchi 2015; Encyclopedia
Britannica 2022). Thus, the gestalt of a luxury watch can be described as the form
in which it appears to an observer (Bonacchi 2015). Similar to Wittgenstein’s duck—
rabbit analogy, interpretive human perception plays an important role in whether
a luxury item is perceived in one way or another. Whereas the experts indicated
higher importance of more inherent luxury characteristics reflected by factor two,
the findings from the open question of the expert survey show that luxury watches
are also valued in the gestalt of factor one:

Often people are uncertain about buying a watch with our brand, which is
considered as “old fashion” compared to another luxury brand which often
is perceived as being more modern and recognized as a status symbol. This
often happens with young male clients.

(Undisclosed survey participant)
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Similar to the perception of the duck-rabbit drawing (Eilan 2013; Crowe 2018),
it appears that personal perception plays a key role and might differ according to
features such as expectations, past experiences, gender, background, age, and so
forth. Thus, many individual aspects come into play when the luxury item is per-
ceived in one way or another. For example, person A, without any knowledge or
experience with luxury watches, might only see a shape covering the wrist of the
watch bearer. Person B, working with watches on a daily basis, might see the watch
in the “gestalt” of aesthetics, beauty, and innovation with excellent quality. Conse-
quently, the gestalt of a luxury watch can manifest in various ways, depending on
the observer’s perception of its underlying dimensions.
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2 Trends and challenges in the
Swiss luxury watch industry

Insights from an expert survey

Challenges of the Swiss luxury watch market I: from scholarly
research and media

The Swiss economy and the Swiss Franc

As a rather small and worldwide open economy, Switzerland is strongly influenced
by global economic activities, given its strong focus on foreign trade (Indergand
and Leist 2013). Therefore, global economic fluctuations, as well as exchange rate
fluctuations traditionally, have a high impact on Swiss industries. The Swiss watch
industry is Switzerland’s third-largest export sector with over 90 percent of its
business conducted outside the country (Deloitte 2018; Jaberg and Nguyen 2017).
As a direct consequence of this export focus, the industry is generally character-
ized by high dependency on foreign economic activities and the valuation of the
Swiss franc. Currency fluctuations, in terms of a strong Swiss franc, have a nega-
tive impact on watch exports, as past exchange rate shocks have shown. In 2015,
the Swiss National Bank suddenly unpegged the CHF from the Euro, leading to a
soaring CHF (Jolly and Irwin 2015). This, in turn, led to strong export drops across
all global export markets of Swiss watch manufacturers (Federation of the Swiss
Watch Industry FH 2017). Following this decline, Swiss luxury watch companies
have gradually adjusted their strategies and are now able to better handle the strong
CHF, resulting in stable export numbers since 2017 (Deloitte 2017; Federation of
the Swiss Watch Industry FH 2018, 2019b).

Main markets

The Swiss Watch Industry is focused on three key regions, with Asia accounting for
53 percent Europe 31 percent, and America 14 percent of the overall turnover (Fed-
eration of the Swiss Watch Industry FH 2019b). Whereas the Asian (+12.2 percent)
and American (+7.2 percent) markets are showing a constant growth, the market
of Europe (—2.9 percent) is in decline (Federation of the Swiss Watch Industry FH
2019a). This trend is also reflected by developments in the single country mar-
kets as shown in Figure 2.1, highlighting the top ten export destinations of Swiss
watches as of 2017 and 2018.

DOI: 10.4324/9781003397205-3
This chapter has been made available under a CC-BY-NC-ND 4.0 license.


https://doi.org/10.4324/9781003397205-3

Trends and challenges in the Swiss luxury watch industry 15

895.4

UAE 910.4

1181.2

Italy 1011.8

981.5

France 0700

1099.5

Singapore 11067

1077.8

Germany 11241

1290

United Kingdom FPEENY

1229.4

Japan 1341.7

1536.7

China 1717.2

2049.1

USA 2216.4

Hong Kong 252015

3001.4

o

500 1000 1500 2000 2500 3000 3500

2017 m2018

Figure 2.1 Top ten main export markets of the Swiss Watch industry (total value in million
CHEF).

What becomes most evident from these recent export numbers is the role of the
Chinese market as “[h]alf of all watches sold worldwide end up on the wrist of a
Chinese customer” (Jaberg and Nguyen 2017). China with its autonomous territory
of Hong Kong represents the most important export destination for Swiss watches.
On the one hand, the high demand of Chinese customers can be partially explained
by the constant economic growth, allowing an increasing number of people to
afford luxury products (Zhan and He 2012). On the other hand, China is known
for a gift-giving culture, whereby luxury goods are often exchanged for business
favors (Amatulli et al. 2017). Targeting public corruption involving civil servants,
the Chinese government initiated an anti-corruption campaign in 2012, banning
inter alia luxury advertising throughout China (Adams 2012). The campaign had a
considerable impact on the Swiss Watch Industry from which it only slowly recov-
ered (Hoffmann, Ramirez, and Lecamp 2018).

Black and gray markets

Academic literature defines a black market “as a marketplace created beyond the
borders of legality to avoid collecting taxes or respecting price and sanitary con-
trols or other governmental impositions, such as simple prohibition” (Hemsley and
Pinho 2017, 252). Black markets, also known as shadow economy, can be divided
into two general categories: the first arising from product scarcity and the second
emerging from high product prices in the legal market (Boulding 1947). Luxury
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watches, generally belonging to the latter category, are frequently traded in such
clandestine markets, and a distinction is often made between different “shades of
black.” Whereas stolen, fake, or counterfeit watches are typically sold in black
markets, authentic watches are increasingly offered by unauthorized sources in the
so-called gray markets, lacking factory warranties (Vartan 2009). Gray markets
are aimed at avoiding governmental taxation and entail watches that are mainly
sourced from overseas, outside the officially controlled retail networks (Vartan
2009; Koltrowitz 2017). Lecamp (2013) highlights that timepieces of all price
classes are offered in such markets, with discounts reaching up to 50 percent of the
listed price. Driven by digital selling platforms, it is estimated that gray markets
will continue to flourish, expanding their current share of about 20 percent of the
market for watches above CHF 5,000 — a billion dollar market (Shannon 2017).
Whereas gray market’s sales of luxury watches are not clearly illegal and there-
fore in the gray zone, black market trades are, in most countries around the world,
against the law (Vartan 2009; Li, Shao, and Zhu 2018). Watches offered on a black
market are sold without an accounting record to prevent any tracing of its source
of origin (Lecamp 2013). Next to stolen and fake watches, the absolute majority of
black-market offerings are counterfeits (OECD/EUIPO 2016).

Counterfeits

The popularity of Swiss watches is also reflected in the number of counterfeits that
are produced, totaling more than 35 million pieces every year (Jaberg and Nguyen
2017). Counterfeits are defined as “products that bear a trademark that is identi-
cal to, or indistinguishable from, a trademark registered to another party and that
infringe the rights of the holder of the trademark” (Bian et al. 2016, 4250).

As shown in a recent OECD report, watches have the highest propensity to be
affected by counterfeiting compared to all other products (OECD/EUIPO 2016).
Particularly well-known brands, such as Rolex, suffer from the high amount of
illegal replicas that are trying to imitate the original watches manufactured in Swit-
zerland (Bian and Moutinho 2011). Counterfeiting of luxury watches is no niche
phenomenon. The turnover of counterfeit sales, is estimated at CHF 1 billion annu-
ally (Jaberg and Nguyen 2017). As the demand for counterfeits is robust and rising,
many companies are looking into various applications to counter these practices
(Bian et al. 2016).

Challenges of the Swiss luxury watch market II: results from
the survey

Descriptive and demographic results

The online expert survey introduced in Chapter 1 also served as the basis to better
understand the current trends and challenges of Swiss watchmaking. In contrast to
previous industry surveys that focused exclusively on company executives (see,
e.g., Deloitte 2017), the survey strived to gain a more holistic understanding of
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Figure 2.2 Work experiences in the luxury watch industry.

current dynamics. For this reason, also industry professionals with varying profes-
sional positions were invited to participate. As reflected in Figure 2.2, experts with
various industry backgrounds participated and provided responses to several closed
and open-ended questions (see also Chapter 1). The results will be reported next.

The top four challenges

The survey participants were asked to rate the following seven items with respect
to their importance as a challenge for the luxury watch industry using an 11-point
Likert-type scale (0 =“Not at all,” 10 = “extremely important”): (1) anti-corruption
legislation in China; (2) anti-luxury attitude of consumers; (3) black markets; (4)
counterfeits; (5) decreasing demand; (6) controversies involving luxury watches
worn in public; and (7) smartwatches. Rated with almost the same importance, the
top three challenges were named as black markets (#1), decreasing demand (#2),
and counterfeits (#3) as shown in Figure 2.3.
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Figure 2.4 Key measures countering counterfeits and black-market sales.

Trends in the Swiss luxury watch market: measures for fighting
counterfeits and black-market sales

Key applications

The survey participants were asked to evaluate seven items in relation to countering
black-market sales and counterfeits using an 11-point Likert-type scale (0 = “Not
at all,” 10 = “extremely important”): “How would you rate the importance of these
(future) applications against counterfeits and black-market sales of your products?”
(1) Anti-counterfeiting campaigns (e.g., produced by child labor); (2) blockchain-
based ownership registry; (3) external investigators; (4) legal countermeasures;
(5) nanotechnology; (6) radio frequency identification (RFID) technology; and (7)
serial numbers/barcodes on products. The results, as shown in Figure 2.4, indicate
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the high importance of serial numbers and barcodes (#1) as a visual identifier for
luxury watches. Second and third with almost equal importance, legal counter-
measures (#2) and blockchain-based ownership registries (#3), were identified as
countermeasures with high relevance for current and future application.

CSR and corporate sustainability

The survey participants were asked to rate the importance of CSR and corporate
sustainability for their company using an 11-point Likert-type scale (0 = “Not at
all,” 10 = “extremely important™). The results indicate a high level of importance,
with an average of 7.66. In addition, respondents were asked which CSR dimen-
sion represents the most important for their company: the economic dimension
was rated the most important, followed by the social and the environmental (see
Figure 2.5).

Change in perceptions toward luxury

To determine future research priorities, survey participants were asked about
their perception of the watch industry and whether they see any changes occur-
ring. To detect which factors might be of particular interest, triggering a change
in perception, an open-ended text entry question was used. The open-ended text
entry question was used to determine whether experts see a change in perception
toward luxury watches. In this way, participants were encouraged to provide long
answers expressing their point of view. Table 2.1 presents exemplary quotes struc-
tured according to shifting consumer demands and the topic of digitalization. One
recurring theme from the answers is the role of younger consumers namely “mil-
lennials” and “generation Z” who are described as taking more ethical and sustain-
able consumption choices. Reaching these consumer groups is an important task
for watch companies, as the experts indicate. Moreover, the survey participants
see female consumers on the rise, offsetting the dominant gender imbalance that
stemmed from a traditional industry focus on male clients:

Often people are uncertain about buying a watch with our brand which is
considered as “old fashioned” compared to another luxury brand which often
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is perceived as being more modern and recognized as a status symbol. This
often happens with young male clients.

From the expert answers, it becomes evident that luxury consumers are expecting
an increased level of product personalization. The watch as an expression to be
unique and not “like anyone else.” In line with previous studies and the answers
given in point 3.3, smartwatches are not seen as an industry challenge, particularly

not for high-end watches.

Table 2.1 Exemplary quotes highlighting perceived changes toward luxury watches: “Do
you see a change in perception toward luxury watches? By whom?”

Younger consumer groups
and ethical consumption

New standing of
female consumers and
personalization

Digitalization

“New generations are more
focused on experiential
aspects and more inclined
to make ethical and
sustainable consumption
choices, considering the
watch as a way to express
their personality.”

“A new vague of younger
consumers has risen,
luxury isn’t reserved
for elder, rich people.
They’ve therefore
become an aim to be
reached much quicker by
new generations.”

“Yes, Millennials and
Generation z.”

“The challenge is to bring
more transparency on
the table. Consumers are
waiting for that.”

“For a long time, watches
have been the sole jewel
for men and its importance
increased with time, and it
became one of the jewels
for women as well. The
market is in a constant
growth, and it serves
mostly demonstrating a
certain social status. Some
people don’t care much
about this market, but
most people do.”

“Now, people don’t buy only
a watch, they are buying
an experience. More and
more people want to have
a personalized watch,
they don’t want to be like
anyone else.”

“I also see some young peo-
ple (millennial’s) in search
of something unique
perhaps to symbolize
something or for identity
or to give them meaning.”

“Luxury is not anymore
linked to the price, the
importance of the ethics
questions is growing very
quickly, as well as the
importance of the stories
behind a product.”

“Overtime it can be seen
that the entry-level luxury
watch market will have
a down turn in sales, as
a direct result of digital
watches. Nonetheless
the upper echelon of the
luxury watch market will
continue to grow rapidly
with the increase of wealth
around the [w]orld.”

“Post introduction of smart-
watches, perception on
luxury watches are chang-
ing. Functional aspects are
necessarily to be added in
the luxury watches. High
end customers expect
functionality as an added
feature in luxury watches.”

“Time, rareness and excep-
tional experiences are the
new luxury. Product itself
is not enough anymore.”

“Luxury can be “touched by
everybody today thanks to
Instagram.”
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3 Luxury watches and ethical
hubris

A comparative overview of
illustrative cases

Theoretical background

Hubris

Hubris is a Greek term that implies “a grievous lack of respect for that which
demands respect” (Aristotle 2011, 309). In its modern sense, the term is associated
with a cognitive bias in the form of arrogance, overconfidence, a behavior that goes
contrary to common sense creating outrage and ultimately leading to the downfall
of an actor (Picone, Dagnino, and Mina 2014).

It has been shown that several organizational decisions are adversely affected by
managerial hubris (Judge, Piccolo, and Kosalka 2009; Roll 1986; Petit and Bollaert
2012; Hayward, Shepherd, and Griffin 2006). Further, McManus (2018) outlines
that unethical behavior is another negative outcome of hubris when it comes to
organizational leadership, which often involves male actors. The certainty of being
correct leads the protagonist to adopt high-flying strategies that, however, are often
punished (Greek nemesis) by the downfall (Picone, Dagnino, and Mina 2014). Pre-
vious research shows that males give higher importance to exclusivity and elitism,
and thus are more likely to act with hubris, as also the following cases underline
(Roux, Tafani, and Vigneron 2017).

Ilustrative cases of censored luxury watches

Roger Federer, Cristiano Ronaldo, Kobe Bryant, Larry Ellison, George Soros, Ber-
nard Ecclestone, Sylvester Stallone, Nicolas Sarkozy, Bill Clinton, Justin Trudeau,
Rihanna, and Jay-Z. These world-famous athletes, CEOs, actors, country leaders,
and singers are not only recognized for their professional achievements but also
sometimes recognized for the luxury watches they wear (JamesEdition 2018). For
example, Roger Federer, the number four of the highest paid male athletes is often
seen with a Rolex on his wrist, lifting his trophies with a shiny timepiece on his arm
(Naas 2016; JamesEdition 2018). As an official Rolex brand ambassador, Federer
might even be obliged to wear it, yet he does not seem to be too unhappy about
the watch — or the brand ambassador contract behind it. Certainly, most of the oth-
ers mentioned earlier have paid large sums for their watches or are also part of a
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marketing sponsorship mandate. As a consequence, the timepieces that “celebri-
ties” are wearing in public are also popular among “normal” consumers. Countless
fashion blogs, Instagram entries, YouTube videos, and reports in luxury fashion
magazines not only give an indication that consumers are inspired by but also share
the celebrities’ admiration for luxury watches (see, e.g., Crown and Caliber 2017).
In light of so much admiration for luxury watches, it is doubtful that anyone could
have an objection to them. Yet, as the following examples from around the world
will show, there are situations when the objects of desire become undesirables,
switching their “gestalt” as in Wittgenstein’s famous duck—rabbit figure (Wittgen-
stein 1958). In the following, we present illustrative cases of ethical hubris (see
overview Table 3.1) to derive our research question from the phenomenon.

Australia: former Prime Minister Tony Abbott and senior MPs

Deeper knowledge about the Chinese gift-giving culture might have spared Aus-
tralia’s former prime minister and three senior MPs (Ian Macfarlane, Peta Cred-
lin, and Stuart Robert) from several embarrassing news headlines in early 2016
(Ogilvie 2016). In 2013, during an informal dinner party at Australia’s Parliament
House, the politicians received Rolex watches from the Chinese billionaire Li
Ruipeng as a goodwill gesture (Lopez 2016; Coorey 2016). The three politicians
declared these Rolex watches correctly with the clerk of the House of Representa-
tives, however, as counterfeits worth $300-$500 (Hunt 2016).

Macfarlane, one of the MPs, wore his watch occasionally and received compli-
ments from Goodenough, another politician who compared his genuine Rolex with
the one of Macfarlane (Coorey 2016). Worried about the authenticity of his coun-
terfeit, Macfarlane got his Rolex valued by a specialist, who identified the watch as
an original worth $40,000 (Coorey 2016). Thus, taken together, the politicians had
received genuine luxury watches worth $250,000 (Hunt 2016). It was reported that
all politicians returned their watches to the Chinese billionaire Li (Coorey 2016).
The same Li is wanted by the Chinese police for debts of $30 million and has been
evicted from an office space that he rented at the Australian Gold Coast, owing
$200,000 in rent to the owner (Skene 2016b, 2016a). The whole watch contro-
versy has been received critically by the Australian public with some Twitter users
mocking the politicians and giving tips about how to spot a fake Rolex (Backhouse
2016). Langsam (2016) questioned the political judgment of the politicians, argu-
ing that accepting “fake” luxury watches is worse than accepting them as genuine
bribes, given the violation of the Australian Trademarks Act and other intellec-
tual property right agreements. As of today, the controversy seems to be partially
resolved. However, doubts remain about Stuart Robert having returned the watches
that he had received (Jones 2019).

China: Yang Dacai (provincial safety official)

The situation in China can be observed in the same vein. Since the Communist
Party has adopted a market economy with socialist characteristics, luxury items



Table 3.1 Comparative overview of illustrative cases.

1. Russia: Patriarch
Kirill

2. China: Yang Dacai

3. Australia: Toni
Abbott

4. Russia: Vladimir
Putin

5. Germany: Klaus
Kleinfeld

Official function

Object(s) of interest
in the case

Photo exposed

luxury watch
Apolgetic

Refutation of claims

Leader of the Russian
Orthodox Church
(ROC)

Breguet ($30,000)

Yes, and airbrushed

Kirill asserted the
journalist that he
had never worn the
luxury watch and all
photos showing him
with such a luxury
watch are digital
manipulations.

The photo showed
a reflection of the
retouched watch in a
glossy table.

Former Provincial
safety official

Montblanc (~ $5,000),
Omega ($10,000),
Constantin ($32,000)

Yes

Dacai tried to explain
that he bought the
luxury watches
worth £6,500—
£64,500 with his
own income.

Pleaded guilty failing
to explain a fortune
of ¥5 million that
he declared to be
“‘festive gifts’ of
subordinates and old
schoolmates” (Chen
2013).

Former prime minister
and senior member
of parliament (MP)

Several Rolex watches
for each politician, in
total worth $250,000

No

Declared the watches
as counterfeits worth
$300-$500.

An independent
specialist identified
one of the watches as
original.

President

Several: luxury watch
collection estimated
$700,000

Yes

N/A

N/A

Former CEO of
Siemens

Rolex Submariner
(€3,700)

Yes, and airbrushed

It was claimed that
two photo session,
one with and one
without watch were
done.

The photo was
digitally altered
based on the clients
(Kleinfeld) request.

(Continued)
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Table 3.1 (Continued)

1. Russia: Patriarch 2. China: Yang Dacai

3. Australia: Toni

4. Russia: Viadimir

5. Germany: Klaus

Kirill Abbott Putin Kleinfeld
(Legal) No consequences for 14 years in jail Although Abbott and N/A Siemens claimed
Consequences Kirill. A female the MPs could have that the photo with
employee aged 24, kept the watches the watch will not
who was claimed to from a legal stand- be used anymore
have altered the pic- point, it was claimed because it was

ture on her “personal
initiative without
getting an approval
from her supervi-
sors.” Internal inves-
tigations followed.

Public reactions Winner of the silver “Brother Watch”
shoe award for symbol of greed and
“the most dubi- corruption (Gough
ous achievements 2013)

in show business”:
“immaculate disap-
pearance of watch.”

that all of them were
returned.

Twitter users mocking
the politicians and
giving tips about
how to spot a fake
Rolex (Backhouse
2016).

YouTube videos and
websites mocking
Putin’s exces-
sive lifestyle and
seemingly endless
reservoir of luxury
watches.

“visually
overstated.”

Public mockery depict-
ing Kleinfeld as a
greedy manager
who cuts jobs, while
receiving an annual
salary of several mil-
lions (Kruse 2014)
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stand no longer in conflict with communist values and serve as visual identifiers
of the “new rich” (Rovai 2016). Certain luxury goods, including luxury watches,
are seen as requirements when expressing membership of a specific social group
or class (Rovai 2016). Swiss luxury watch brands are in high demand in China as
well as by Chinese tourists visiting boutiques in Switzerland (Jaberg and Nguyen
2017). As stressed by Jaberg and Nguyen (2017), 50 percent of the watches sold
worldwide decorate the wrist of a Chinese customer.

The strong demand for luxury goods is also connected to the traditional Chinese
culture, in which gift exchange plays a substantial role (Rambourg 2014). Luxury
goods are very important items when it comes to showing respect and gratitude but
also when building long-term (professional) relationships, particularly with civil
servants (Rovai 2016). The gift-giving can be legitimate; however, in relation to
governmental officials, it is often linked to corruption (Adams 2012). For the year
2009, estimates suggested that luxury gifts to civil servants accounted for nearly
half of China’s luxury sales (Osnos 2013). A considerable amount of the luxury
gifts were luxury watches, depicted as “symbols of corruption,” easy to exchange
and less palpable than other items, such as a luxury car (Jaberg and Quesnel 2013;
M. Phillips 2013). As outlined by the Swiss television coverage Mise au Point
(2012), Swiss luxury watches were worn by the majority of Chinese officials, with
differing brands reflecting their official rank.

In 2011 Swiss luxury watch sales in China even increased by almost 40 percent
(Wen 2013). However, this trend came to an abrupt slump when Xi Jinping became
head of the Chinese Communist Party in 2012 (Jaberg and Quesnel 2013). Only
one month after his nomination, a massive anti-corruption campaign was launched
to restore the credibility of the ruling party (Forsythe 2016; Zhang 2018). It is
estimated that in the ongoing campaign, about two million governmental officials
have been investigated for corruption (ChinaFile 2018). In a now famous statement
in January 2013, Xi labeled the corrupt officials as “tigers and flies,” referring to
senior and lower-ranking officials (Ke, Liu, and Tang 2018). As the numbers of
sentenced officials are exorbitantly growing, the database “Catching Tigers and
Flies” of ChinaFile provides a visual online tool to track the effects of the Chinese
anti-corruption campaign (ChinaFile 2019).

The database also lists Yang Dacai, one of the first “flies” caught in Septem-
ber 2013, shortly after the anti-corruption campaign was launched (ChinaFile
2019). Yang, a former provincial safety official, is also known as “Brother Watch”
and stands as a symbol of greed and corruption (Gough 2013). He was sentenced
to 14 years in prison for taking bribes and possessing luxury items of unknown
origin (T. Phillips 2012). Investigations were triggered by Chinese Internet users
who spotted a photo that showed the civil servant with a smile on his face, stand-
ing next to a road accident in which 36 people were killed (Kaiman 2013). The
indifference in Yang’s face prompted the Weibo social media users to share pho-
tographs that exposed him wearing luxury watches that could not possibly be
within his means (Gough 2013). Yang tried to explain that he bought the luxury
watches worth £6,500-£64,500 with his own income (T. Phillips 2012; Bacchi
2014). Ultimately, however, he pleaded guilty failing to explain a fortune of
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¥5 million that he declared to be “ ‘festive gifts’ of subordinates and old school-
mates” (Chen 2013). A similar online search previously embarrassed China’s rail-
ways minister, Sheng Guangzu, who found himself at a loss to explain how he
could afford a luxury watch collection worth £40,000, with his yearly salary of
£10,000 (Foster 2011).

Germany: Klaus Kleinfeld (former Siemens CEQO)

Klaus Kleinfeld, the former CEO of Siemens can be seen as the German counter-
part of Patriarch Kirill when it comes to making watches disappear. In 2005, two
almost identical press photos of the Siemens manager made headlines in Germany,
encouraging attentive news readers to spot the difference in the two (Hans 2007).
The difference in the images is quickly identified as a Rolex watch, more precisely
as a Rolex Submariner, which sells for approximately €3,700 (Boyes 2005). The
first image including the watch was published in July 2004, when Kleinfeld was not
yet the CEO of Siemens; the version without the watch was circulated half a year
later when he took over the executive position of the technology company (Merkur
2018). A highly sensitive moment, as Siemens had just achieved record profits
while announcing plans to cut 1,350 jobs (Spiegel Online 2005). This delicate situ-
ation probably triggered Kleinfeld to ask the responsible communication agency
that had taken the initial photo to retouch the watch from his wrist (Hans 2007,
Seele 2012). However, the alteration was immediately spotted and became subject
to public scrutiny depicting Kleinfeld as a greedy manager who cuts jobs, while
receiving an annual salary of several millions (Kruse 2014). The public outcry and
reputational damage became even worse when a Siemens spokesman explained
that the photos were taken in different photo sessions and the company opted for
the one without the watch, which was judged as too dominant (Hans 2007). The
German journalist Ulf Poschardt assessed the event as a regretful concession of
Kleinfeld bowing “ to a climate which says you can only consume that which is
allowed by the social consensus” (Boyes 2005).

Indeed, the public flaunting of luxury is often received with great reserva-
tion in Germany. In fall 2018, the Rolex worn by the German politician Saw-
san Chebli of Germany’s Social Democratic Party created an uproar on social
media sites (Wallner and Winroither 2018). Many users questioned her values,
stressing that it is inappropriate for a socialist to wear a luxury watch, regard-
less of her income (Wallner and Winroither 2018). Bemmer (2018) reported in
the newspaper Der Tagesspiegel about the Sawsan Cheblis case, starting with
a personal reflection about a past visit to her dentist. According to Bemmer,
the dentist wore a Rolex during a treatment of her teeth, which the journalist
deemed to be an inappropriate piece of luxury for a doctor. In Bremmer’s analy-
sis, the reason why she did not want to see this dentist again was based on the
perception and suspicion that the doctor might care more for the accumulation
of capital and the acquisition of status symbols than for the patients’ well-being
(Bemmer 2018).



Luxury watches and ethical hubris 29

Russia: Viadimir Putin (president of Russia)

Swiss luxury watches are popular not only with members of the ROC but also
among Russian officials (Schwirtz 2012). The most prominent is President Vladimir
Putin, who carefully chooses his watches in accordance with his public appear-
ances. He can pick from his large collection estimated at $700,000 — or six times
his annual salary — featuring a wide range of high-end watches, such as a $500,000
A. Lange & S6hne, a Patek Philippe worth $60,000, or several cheaper pieces from
Blancpain that sell for $12,000 (Rickett 2013; The Moscow Times 2012b). While
Putin reserves the rare and more expensive timepieces for special occasions, such
as signing the internationally condemned Crimean annexation treaty, he occasion-
ally gives away the cheaper ones (Hodinkee 2014). Two such instances occurred
in 2009 when Putin gifted a Blancpain to the son of a Siberian shepherd and one
month after to a locksmith working in a factory (Radia 2012). Whereas in the case
of the Siberian boy, the delivery of the $10,500 watch was described as a carefully
designed Kremlin propaganda act, in the case of the locksmith, Putin hesitated to
hand over his Blancpain (Osborn 2009). It is described that Putin addressed the
locksmith and other factory workers with a speech about the economic situation in
Russia, admitting difficult times for the average citizen (Lecamp 2013). The lock-
smith asked Putin to leave him a memento that could help him remember Russia’s
premier (Harding 2009). According to the corporate website of Blancpain (2019),
Putin was taken by surprise, signaling that he had nothing to give. At this moment,
the locksmith noticed Putin’s watch and asked for it (Sudakov 2009). Taken by sur-
prise, Putin fulfilled the workers wish and handed over his £5,500 Blancpain, the
annual income for the locksmith (Lecamp 2013; Harding 2009). Russian opposi-
tion groups have mocked Putin’s excessive lifestyle even going as far as creating a
seemingly endless reservoir of luxury watches in a YouTube video (KostyaT 2012).
Rickett goes even further stating:

The message behind these watches is pretty obvious: in a country that rein-
troduced the term “oligarchy” to the wider world, Putin needs to remind his
people that he is in charge; that if Russia is a mafia state, he is its capo di
tutti capi.

(Rickett 2013)

Overall, the case indicates the debate over luxury in a post-communist society with
a high level of material inequality.

Russia: Patriarch Kirill (leader of ROC)

In 2009, the leader of the ROC, Patriarch Kirill was spotted wearing a Breguet
watch during a visit to Ukraine, while he was discussing the topic of asceticism
(Schwirtz 2012; Schwirtz and Mackey 2012). Since its first visible display, the
timepiece with an approximate value of €28,000—€36,000 created controversial
rumors concerning Patriarch Kirill’s personal wealth (Unian 2009). In 2012, the
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Patriarch addressed these reports during an interview with a Russian journalist,
stating that he had found a Breguet watch while arranging his gifts of the past
(Schwirtz 2012). However, Kirill asserted the journalist that he had never worn
it and all photos showing him with such a luxury watch are digital manipulations
(Schwirtz 2012). Only three days after the interview, his words became subject to
public debate, when a press photo of Russian justice minister Alexander Kolarov
and Kirill — not wearing a Breguet Réveil du Tsar — went viral (Schwirtz and
Mackey 2012). The delicate detail in the photo was the reflection of a watch in a
glossy table. Apparently, the watch on his wrist had been retouched from the photo,
while the reflection had been overlooked (BBC News 2012).

The incident sparked considerable public outcry about Patriarch Kirill’s spir-
itual leadership also in light of a luxurious apartment that he owns in Moscow’s
center (Jarzynska 2014). Faced with the indisputable evidence and an additional
video in which Kirill can be seen wearing the watch, the ROC had to admit the edit-
ing and restored the original photo on its website, at least for a short period of time
(Gayle 2012; BBC News 2012). Not addressing the discrepancy in Kirill’s claims
in relation to the hard evidence of the manipulation, the ROC stated that “a gross
violation of . . . internal ethics has occurred, and it will be thoroughly investigated,”
further asserting that the “guilty will be severely punished” (Schwirtz 2012). The
“guilty” was identified as a female employee aged 24, who was claimed to have
altered the picture on her “personal initiative without getting an approval from her
supervisors” (Schwirtz and Mackey 2012).

In contrast, Kirill did not face any disciplinary consequences. However, the inci-
dent substantially questioned his moral integrity as the leader of the ROC. Blog-
gers assimilated the event by creating mockery retouched versions of the original
photo (Schwirtz and Mackey 2012). In addition, the public ridicule reached its
climax with the “Silver Shoe award” granted to Kirill by the Russian Silver Rain
radio station for his “‘immaculate disappearance of a watch’ in the category of
‘miracles up to the elbows’” (The Moscow Times 2012a). Scholars found that the
trust in Kirill and the ROC declined as a result of the incident, particularly among
younger generations with online media access (Xenia Dennen 2014; Staechle 2018;
Andreeva and Andreeva 2015). Lecamp (2012) stresses that the high demand for
luxury goods in Russia can also be attributed to a “catch-up effect” after the col-
lapse of the Soviet Union. Whereas private property and luxury ran contrary to
communist values, after the collapse of the communist regime in 1991, consumers
“rediscovered” luxury goods (Lecamp 2012).

Discussion and contribution

Luxury watches in the public eye and the switch from desirable to undesirable

This chapter strives to explore the following question: When do luxury products
of desire turn into undesirable objects in public contexts? We attempt to answer
the question, discussing and comparing the insights from the illustrative cases to
existing literature.
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A luxury watch might be perceived as a desirable item. However, a certain sit-
uation might change this perception. As previously depicted, academic literature
highlights that “gestalt-switch” situations are particularly interesting, given that
although the object or entity remains the same, a particular trigger can induce a
change that leads a person to see the luxury item in a completely different way
(Eilan 2013; Schurz 2014; Ash 1995). With the illustrative cases above, it was
shown that several ethically relevant situations exist when the moral percep-
tion of a luxury item can shift, such that the gestalt is perceived as undesirable.
More precisely, the ethical perception toward the luxury watch of an official or
high-ranking organizational leader can turn from desirable to undesirable in the
public eye.

A luxury watch worn in public might not be noticed by everyone. However,
today’s online environment and social media play a key role as an amplifier. A mor-
ally relevant situation is not limited to the immediate moment as an in situ expe-
rience, but can be captured, saved, and distributed via digital means, to reach a
wide public, which is able to experience “the situation” even at a later point in
time. Moreover, as highlighted by Crowe (2018, 9), gestalt-shifts can differ in their
magnitude “a duck changing to rabbit is impressive; into a dinosaur is awesome.”
Given the ethical perception of a gestalt-switch situation, a particular magnitude
can arise from its moral significance. The ex-prime minister of Malaysia has been
caught in a big scandal, when a search of his properties led to the seizure of 423
watches and other luxury items (Chu and Ananthalakshmi 2022). Taken together, it
is shown that several ethically relevant situations exist, when the moral perception
of a luxury item in the form of a watch can switch, such that its gestalt is perceived
as an undesirable one.

Ethical hubris of luxury watches

Analyzing the cases of the retouched luxury watches of Patriarch Kirill and CEO
Kleinfeld Seele (2012) first introduced the concept of ethical hubris of luxury. In
the case of Kirill and Kleinfeld, the nemesis or downfall of the protagonists started
with the high-flying strategy of photo manipulation and the denial of doing so, fol-
lowed by public refutation of the protagonists claims, ultimately leading to public
outcry and mockery of the unethical behavior (Xenia Dennen 2014; Stachle 2018;
Andreeva and Andreeva 2015; Boyes 2005).

Seele (2012) outlines the ethical hubris of luxury in the case of Patriarch
Kirill and CEO Kleinfeld as follows: by wearing the luxury watch, the wearer
sends the underlying message that they draw a conscious line to those that can-
not participate in the luxury market. Accordingly, in this case, the luxury watch
goes along with a social differentiation function, such that the wearer separates
themselves from the public (Turunen 2018; Jaikumar, Singh, and Sarin 2018).
The perception of the luxury watch as a differentiator is revealed and even
highlighted through the image manipulation. The visual optimization strategy
(retouching the official press photos) in the case of Kirill and Kleinfeld was used
to eliminate the luxury item and to achieve ethical credibility in the public eye
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(Seele 2012). Obviously, this did not remain unnoticed. From a gestalt theoreti-
cal point of view, this can be interpreted such that the retouching of the photo
underlines the watch bearer’s willingness to eliminate the entire “duck—rabbit”
drawing, given the concern that the public might see the undesirable gestalt of
social differentiation.

Refining the ethicality of luxury products

Wallner and Winroither (2018) stressed in a news article that the public display of
luxury watches might create outcry whenever the public perceives that the watch
does not fit the professional role and position of its wearer. This raises the question,
when do luxury watches undergo a gestalt-switch leading to ethical hubris? More
precisely, under what condition is the luxury watch perceived in the gestalt of an
undesirable separation of social differentiation? Table 3.2 provides an overview
of the discussed illustrative cases from above, indicating both the gestalt-switch
and the ethical hubris. What is particularly relevant for a theoretical refinement is
the common value creation context that triggers the gestalt-switch when possibly
perceived as asymmetric or unethical.

Table 3.2 Comparative overview of illustrative cases: Ethical hubris.

1. Patriarch 2. Yang Dacai 3. Tony Abbott 4. Viadimir 5. Klaus

Kirill and senior MPs  Putin Kleinfeld
Perception of Breguet Several luxury ~ Several Rolex  Several luxury Rolex Subma-
the luxury (single piece watches watches for watches riner (€3,700)
watch as $30,000) (estimated each politician  collection
an object of $5,000— (estimated (estimated
a common $32,000) total value total value
transaction $250,000) $700,000)
context
Watch bearer Presumed to Salary as pro-  Salary as prime  Salary as Salary as com-
wealth depend on the  vincial safety minister/MPs president of pany CEO of
creation donations of official Russia, other  Siemens
church mem-
bers and the
wider public
Audience: Offerings Tax payments of Tax payments of Tax payments Company
work/mem-  of church citizens citizens of citizens workers
bership/ members
offering/tax
Ethical Misappro- Asymmetry Corruption in Material High manage-
concern/ priation of between sal- return for inequality rial salary,
perceived donations ary and unjust  business favor  in post- while cutting
taking- enrichment communist jobs
advantage and corruption oligarchy

asymmetry
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The complete picture reveals itself when looking at the similarities between the
described cases. The pivotal aspect of the combined effect of gestalt-switch and
ethical hubris emerges as follows:

If the luxury watch is perceived as an object of a common transaction con-
text, that is, the wealth creation of the watch bearer is linked to the work,
membership, or offering of the audience, then the ethical perception of a
taking-advantage asymmetry is “in the air” enabling the gestalt-switch and
leading to (backfiring) ethical hubris for the bearer.

In the following, the five gestalt-switch cases are used to highlight the key criterion
further. In all illustrated cases, the luxury watch is perceived as an object of a com-
mon transaction context:

1. Patriarch Kirill. As a representative of the ROC, it is presumed that in the eye
of the observer, Kirill’s wealth creation is based on donations from church
members/the wider public, which is thus linked to the church offering of the
observing audience, which senses a potential misappropriation of donations or
offerings.

2. Yang Dacai: The wealth creation of Yang Dacai consisted of his salary as a
provincial safety official that the observing audience (citizens) linked to their
tax payments, consequently raising ethical concerns of unjust enrichment and
corruption.

3. Tony Abbott and the senior MPs: In the case of Tony Abbott and the senior
MPs, the watches were not even on public display. Yet the publicly confirmed
information about the watches was sufficient. The wealth of the politicians is
presumed to derive from their salaries as civil servants, which is linked to the
citizens’ tax payments, which gives rise to the taking-advantage asymmetry.

4. Vladimir Putin: Putin’s wealth creation officially stems from his “modest” sal-
ary as the Russian president, which the audience linked to their tax payments,
sensing a taking-advantage asymmetry.

5. Klaus Kleinfeld: Kleinfeld’s wealth creation stemmed from his salary as the
CEO of Siemens, which the audience linked to their work, sensing a taking-
advantage asymmetry in the high management salary against the background of
cutting jobs.

Outlook and future research

This chapter illustrated the importance of the ethical perception of luxury goods.
In this way, the discussions above may serve as a starting point for future research
to explore the ethicality of other luxury goods, such as jewelry and clothing (Serd-
ari 2020). In addition, future research could further investigate the relationship
between luxury items and leadership hubris (Petit and Bollaert 2012; McManus
2018; Hayward, Shepherd, and Griffin 2006). Thus, future research may look into
the risk of the ethical hubris of luxury against the background of publicly listed
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firms and what implications might go along with a CEO representing the company
in public wearing a luxury item.
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