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Elite Brands and Their Counterfeits:

A Study of Social Motives for Purchasing Status Goods

Abstract
Counterfeiting, the production and sale of products which fraudulently display a brand name, has been increasing at an alarming rate.  Elite luxury brands, such as Louis Vuitton and Rolex, are popular targets for counterfeiters, as manufacturers attempt to give consumers the prestige and status normally associated with such brands at a fraction of the cost. Globally, the sales of counterfeit products are estimated to be about $299 billion (Chakraborty et al. 1997). Although the magnitude of this phenomenon is becoming increasingly large, research in this area remains sparse. 

While the market for luxury goods is expanding, a considerable number of consumers abstain from purchasing elite brands (i.e. Rolex), or imitations of such brands, and opt for non-elite brands (i.e. Seiko).  While some consumers may choose non-elite brands over elite brands for economic reasons, others may be able to afford elite brands, but want to avoid being perceived as materialistic and therefore choose non-elite brands.  Others who could afford authentic elite brands may prefer counterfeits because they enjoy “getting a good deal”.  Therefore, the objective of this study was to use sociological and psychological variables to explain the possible motivating factors behind choices among three options: 1) buying socially recognized authentic elite goods, 2) rejecting elite goods in favor of non-elite brands of goods, or 3) buying counterfeit brand imitations.    

The author used a multinomial logit model to analyze and predict brand-type choice.  In general, status insecure and materialistic individuals were found to prefer authentic and counterfeit brands over non-elite brands.  Consistent with previous findings, consumers choosing counterfeits over authentic elite brands did so because they viewed these products as being a good value for the money.  In addition, a nested logit model was used to determine whether consumers engage in a hierarchical decision process when choosing among brand-types and found that consumers first decide between the non-elite and elite category of brands (authentic and counterfeit), then choose between the authentic or counterfeit brand. 

TABLE OF CONTENTS










               PAGE

Abstract……………………………………………………………….………….…..iv
List of Tables………………………………………………………….…………....viii
List of Figures………………………………………………………….……………..x
CHAPTER
I   Introduction……………………………………………………….……...………..1
History of Branding………………………………………….………….........2
Types of Brand Imitations………………………………….…...……………4
Motivations for Purchasing Brand Imitations……………...…………………6
II   Products as Signals………………………………………………….…………...10
III  Literature Review on Status Seeking………………………...……………….…15

Reasons for Seeking Status…………………………………..….…………..15

Status Value Theory……………………………………………..…….……17

Status Construction Theory………………………………………...……….18

Theory of Status Characteristics and Expectation States Theory…..……....18

Social Comparison Theory………………………………………………….19
      Factors Influencing Status Seeking Behavior…………………………………...21

Social Identity Theory………………………………….….……….……….21

Status Seeking Strategies…………………………………..………………..21
IV  Status Seeking in the Marketplace……………………………….…….……….23

Motivations of Status Consumers………………………….….………….....24

Perceived Conspicuous Value…………………………….………….……..24

Perceived Unique Value……………………………………...……………..26

Perceived Social Value…………………………………………..………….28

Theory of Cultural Capital……………………….…………………..……...29

Theory of Status Relations……….………….………………………………31
V   Categories of Status Consumers……….…………….………………………….33
VI  Independent Variables and Research Hypotheses…….………………………...38
VII The Model…………………….………………………………………………...46

The Nested Choice Model…….……………………….......…………….….50
VIII Research Methods and Results ….………………………………..………..….54

Study One……………….…….……………………………………….…....54

Study Two…………………….……………………………….……….…...72
IX Limitations, Future Research, Conclusions….……………………………..…..105

Limitations…………………………………...….…………………………105

Future Research…………………………….……...………………………106

Conclusions………………………………….……………………………..106
      References………………………………………………………..…………….164
LIST OF TABLES

Table 8.1 Descriptive Statistics for Study 1……………………………………………..56
Table 8.2 Materialism Scale Items and Factor Loadings…...............................................57
Table 8.3 Status Insecurity Scale Items and Factor Loadings…………………………...58
Table 8.4 Value Consciousness Scale Items and Factor Loadings………………………59
Table 8.5 Proportion of Brand Type Chosen by Product Category……………………...60
Table 8.6 Proportion of Brand Type Reported by Product Category……………………61
Table 8.7 Results of Standard Multinomial Logit Model for Study 1…………………...62
Table 8.8 Comparison of Multinomial Logit Model on Actual vs. Experimental Brand Choice Study 1…………………………………………………………………………...68
Table 8.9 Results from Estimation of Nested Logit Model for Study 1…………………71
Table 8.10 Descriptive Statistics for Study2……………………………………………..73
Table 8.11 Proportion of Brand Type Chosen by Product Category for Study 2………..74
Table 8.12 Proportion of Brand Type Reported by Product Category for Study 2……...74
Table 8.13 Materialism Scale Items and Factor Loadings……………………………….76
Table 8.14 Status Insecurity Scale Items and Factor Loadings………………………….76
Table 8.15 Value Consciousness Scale Items and Factor Loadings……………………..77
Table 8.16 Results of Standard Multinomial Logit Model for Study 2……………….…78
Table 8.17 Comparison of Multinomial Logit Model on Actual vs. Experimental Brand Choice for Study 2……………………………………………………………………….85
Table 8.18 Results from Estimation of Nested Logit Model for Study 2………………..87
Table 8.19 Comparison of Multinomial Logit Model on Combined Samples…………..89
Table 8.20 Results from Multinomial Logit on Combined Samples…………………….92
Table 8.21 Results from Estimation of Nested Logit Model for Combined Samples….100
Table 8.22 Results from Nested Logit Model for Combined Samples…………………104
LIST OF FIGURES
Figure 7.1 Theoretical Model of Status Consumption…………………………………...47
Figure 7.2 Social Antecedents of Brand Choice…………………………………………48
Figure 7.3 Competing Nested Models…………………………………………………...53
Figure 8.4 Graph of 2-way Interaction between Materialism and Value Consciousness..82
Figure 8.5 Graph of 2-way Interaction between Cultural Level and Materialism……….96
Figure 8.6 Graph of 2-way Interaction between Materialism and Value Consciousness……………………………………………………………………………97 

Figure 8.7 Graph of 2-way Interaction between Materialism and Value Consciousness……………………………………………………………………………97

Chapter 1

Introduction
The idea that you are what you buy – that possessions confer status – has long existed and guided some purchasing, as most notably observed by Thorstein Veblen (1899).  However, as status became associated with specific brands, the next step historically became the marketing of brand imitations – in some cases, imitations of luxury items such as handbags and jewelry (d’Astous and Gargouri 2001).   Antecedents of the purchase of elite brands, their imitations, and non-elite brands form the focus of this dissertation.   

The variety of brand imitations and their increasing presence in the marketplace have significant implications for both marketing and society as a whole. For example, the economic consequences of counterfeit products, in particular, have been well documented.  Many manufacturers of elite brands choose to relocate or close down factories in response to a loss of profits and increased legal expenses associated with policing and prosecuting counterfeiters as well as attempts to decrease the growing demand for counterfeit goods.  According to recent estimates, New York City alone lost approximately $350 million and 25,000 jobs a year due to the counterfeit market (Gernhauser 2005). 

In addition to economic consequences, the increasing popularity of brand    imitations has social implications.  For example, in a society that celebrates individuality 

and diversity, what does the growing demand for brand imitations reveal about consumers and the pressure to conform to social norms?  Additionally, as brand imitations become more readily available, will consumers place a greater or lesser value on owning an authentic brand? 

From a marketing perspective, the increasing number of brand imitations may impact the brand equity that companies have worked so hard to establish.  Consumers who originally relied on brand names as indicators of quality and status may become less inclined to do so as the brand imitations become harder to distinguish from the original brands.  As status symbols continue to be imitated, marketers will be faced with the inevitable challenge of creating new and more complex product designs in order to thwart imitators and maintain their brand image in the minds of consumers.       

Before discussing specific types of brand imitations, it seems useful to place this dissertation in a larger framework.  I will begin with a discussion on the importance of branding, elite brands, and the strategies companies may use in order to capitalize on a brand’s equity. 

History of Branding
The act of branding can be traced back to the early 1800’s when cowboys would brand their cattle before driving them across the central plains of the United States (Rozin 2002).  In order to identify which cattle belonged to each ranch a unique symbol was permanently burned onto the cow.  These symbols, in addition to serving as a means

 of identification, provided a set of traditions and a social identity for the cowboys.


Today, companies use brands to distinguish themselves from their competition and to communicate unique qualities of their products (Aaker and Keller 1990; Low and Fullerton 1994). Once a brand is established, the brand name itself is thought to add value to the product in the minds of consumers.  This added value is referred to as brand equity (Aaker 1990).  Companies and designers often employ marketing strategies that capitalize on their brand equity and place a greater value on the shapes and labels of their products than the material from which they are made. 
Such companies provide buyers with what are conventionally called elite brands, defined by Silverstein and Fiske (2003) as those brands that possess higher levels of quality, taste and aspiration than other brands in the product category.  These products are often justifiably priced higher than other brands in order to make their brand seem exclusive and more prestigious.  For example, elite designers are able to transform a $10 t-shirt into a $100 sought after treasure (Chatpaiboon 2004). Recently, Hermes reported that customers were placed on a two-year waiting list for their most popular Birkin bag, which retails for $6000 (Branch 2004).  On EBay, women engaged in bidding wars over a blue Birkin bag for which the winner ultimately paid over $13,000 (Rose 2003).  
Many manufacturers have been successful in commanding a price premium for their brands.  However, it seems that some designers and manufacturers have become victims of their own success.  Once an elite brand has become so closely associated with status and prestige in the minds of consumers, it is only natural that other companies would want to imitate it. 

The designer handbag is, in fact, all about the display of symbols, the little interlocking Gucci G’s the Chanel C’s, the offset LV of Louis Vuitton.  It is the proof of taste, the proof of money, a silent “I am someone” message that only fellow label lovers know how to read” (Rose 2003).   

Those who use brand imitating as a strategy to facilitate the adoption of their new product copy certain characteristics of the original brand (Kotler and Keller 2007).  Previous research has shown that consumers often use their existing perceptions of a brand to evaluate new offerings such a product or line extensions (Aaker and Keller 1990).  Because it appears similar to the original brand, consumers will then transfer attributes of the original brand to the brand imitator, thereby affecting evaluations and purchase decisions.  These attributions include, but are not limited to, product quality, performance, reliability, and origin (d’Astrous and Gargouri 1999).  Francesca Sterlacci, a fashion designer, who heads the fashion design department at New York’s Fashion Institute of Technology, says that copying is simply a way of life (Karr 2003).  In a recent website interview Sterlacci admits that it is “expensive and risky to actually create new designs, and much cheaper and easier to simply knockoff a successful one” (Karr 2003). 
Types of Brand Imitations
 Some brand imitations are created to allow users to gain the status and prestige, as opposed to the functionality, associated with the original brand.  These brand imitation occur along a spectrum that begins with “clones” or “knockoffs” and end with counterfeits.  

According to Kotler and Keller (2007), companies that employ a cloning strategy often emulate the style, packaging, and designs of more expensive brands while offering such imitations at a lower price.  These types of products are often referred to as “knockoffs” because their appearance closely resembles the elite designer handbag, to offer one example, but they are easily distinguishable from their elite counterpart (Cohen 2005).  Once the Hermes Birkin bag became almost impossible to acquire, knockoff versions of the bag appeared on the streets of New York and in several retail stores.  While the knockoff bags were made of plastic, as opposed to leather, they featured a buckle and clasp design similar to the original (Karr 2003).   

While some products are simply “inspired” by the elite brands they imitate, e.g. displaying “Prego” instead of “Prada,” others are blatant violations of intellectual property laws and registered trademarks.  These products, known as counterfeits, are identical in appearance to the authentic brand and fraudulently display the brand name being copied (Cohen 2005).  The market for counterfeits has become pandemic, accounting for an estimated $456 billion, or 7 percent of global trade, in 2003, according to the World Trade Organization. Fashion apparel accounted for $51.7 million of that figure with watches and footwear accounting for $2.5 million and $2.3 million, respectively (Derby et al. 2005).  In 2003 alone, the United States Customs intercepted over $100 million in counterfeit luxury products (Hegstrom 2004).  

Counterfeits are often sold at a fraction of the price of the elite designer version—e.g. Luis Vuitton purse $1100 vs. counterfeit $115--thereby attracting many consumers unwilling or unable to pay the high prices associated with the elite brands being copied.  Street vendors also encourage consumers to purchase counterfeits by offering to switch or alter brand labels at the time of purchase by sewing a “Prada” tag or similar elite brand identifier onto an otherwise plain handbag. This practice, although illegal, is almost always accepted by customers when offered by street vendors (Carducci 2005).   
In summary, there are several categories of brand imitators.  Our general program of study will be investigating antecedents of the purchase of luxury brands, and their imitations, including knockoffs and counterfeits. However some types of imitations, those including knockoffs, will be explored in future research.  The focus of this dissertation will be to test a model of the antecedents of the selection and/or rejection of a smaller subset of brand imitations--counterfeit products.  In the next section, I will review the literature regarding the different motives people may have for choosing or rejecting both knockoffs and counterfeit products.  

Motivations for Purchasing Brand Imitations

Just as there are variations among brand imitations, there are very different reasons one may choose to purchase a brand imitation. For example, consumers who choose brand imitations may do because they are “value conscious.” Value Consciousness has been defined as “a concern for price paid relative to the quality received” (Lichenstein et al. 1993).  In general, researchers view the concept of value consciousness as being related to the pleasure gained from acquiring a product which satisfies an inherent need of the particular consumer (Shoham 2004).  Value conscious consumers take great pleasure when able to purchase items at lower prices because they feel like a “smart shopper” (Lichenstein et al. 1993).  For example, consumers who are value conscious may choose to shop at outlet stores and/or purchase things on sale in order to get a better deal on desired product.  These consumers have a strong desire to maximize the ratio of quality received to price paid--value consciousness--and a desire to pay low prices--price sensitivity--(Burton et al. 1998).  To these consumers, brand imitations are a good alternative to the original because they are priced below the original brands. 
Consumers who are value oriented may reject brand imitations in some product categories while choosing to purchase others.  Brand imitations of luxury products may be perceived differently by value oriented consumers than are imitations of convenience goods.  Convenience goods (i.e. shampoo, analgesics, etc.) are usually afforded by everyone; therefore value oriented consumers may see imitations of luxury products as a better deal than knockoffs of convenience goods (d’Astous and Gargouri 2001).  
While some consumers purchase brand imitations because of value, others choose these products to signal they are a smart shopper. These consumers are described as “deal prone” and find satisfaction when the price they pay for a good is lower than their internal reference price (Rosch 1975; Thaler 1985; Burton et al. 1998). Some deal prone consumers may also choose some categories of brand imitations because these types of products signal their bargain-hunting skills.  

Another possible motive for purchasing brand imitations is to enhance one’s social status.  For counterfeits in particular, some consumers may purchase brand imitations to gain the prestige and status associated with the brand being copied without having to pay the price premium (Bloch et al. 1993).  Many consumers who purchase brand imitations share the philosophy that it is acceptable to “fake it until you make it” (Gernauser 2005). This motive will be discussed in greater detail in subsequent chapters as this is the focus of this dissertation.   

As illustrated above, the motivations for producing brand imitations are various and often differ according to the type of product and/or the category of brand imitation Additional factors may also influence when a brand imitation is chosen. For example, consumers may reject brand imitations when they perceive that the risk of making a wrong decision is high.  For example, expensive brand imitations may not be as durable or functionally similar to their authentic counterparts, increasing the financial risk associated which such purchases. Also, individuals may experience embarrassment or other social consequences if caught wearing an imitation Rolex because others perceive them as misrepresenting their social status.  The context in which a purchase is made may also influence whether an individual selects or rejects brand imitations.  For example, consumers may be more willing to select a brand imitation when purchasing items for themselves as opposed to purchasing items to be given as gifts.   


 Given the complexity of this topic area, the present dissertation focuses on the factors that predict when consumers will either reject or accept elite brands, and their imitations, when purchasing conspicuously consumed products for the purpose of enhancing their social status.  Because the focus of this dissertation is on visible elite branded products, as opposed to those which are consumed privately, there are status implications associated with such brand choices. For example, even when consumers do not deliberately purchase an elite brand for the sole purpose of enhancing their status, the prestige and status of the brand is still conveyed to others, thereby communicating information about the social status of the owner.  
Therefore, the objective of the present study is to use sociological and psychological variables to explain the possible motivating factors behind choices among three options: 1) buying socially recognized authentic elite goods, 2) rejecting elite goods in favor of non-elite brands of goods, or 3) buying counterfeit brand imitations.  More specifically, this dissertation identifies and explains the motivations of consumers who prefer counterfeit products over equivalently priced non-elite brands, as well as consumers who are able to afford elite branded products, but prefer other alternatives.  
Chapter 2
Products as Signals

Literature on the symbolic function of products has a century-old history, documenting how consumers use products to communicate to others information about themselves such as social status or group membership (Veblen 1899; Bourdieu 1984; Belk 1988; Corrigan 1997).  For example, in eighteenth century England, a family’s status was not determined by monetary standards but rather the ability of the family to own the appropriate material objects such as furniture, cutlery, buildings, etc. (McCracken 1988, 32).  Furthermore, when these items showed signs of age (termed patina) a family’s claim of social status gained legitimacy because patina indicated that the family was from “old money” and therefore belonged to the upper class (McCracken 1988; Corrigan 1997).


In modern society, the concept of patina to communicate status has been replaced with fashion and the ownership of other luxury items (McCracken 1988). Luxury products, and more specifically status brands, are often used to create one’s individual identity (Belk 1985) as well as communicate one’s achievement and social standing to others (Goffman 1959; O’Shaughnessy 1992; Scitovsky 1992).  Similarly, fashion theorists have posited that consumers rely on clothing to make judgments about others, including judgments about their social status and profession (O’Cass and Frost 2002, O’Cass and McEwen 2004).  Therefore, consumers choosing to 

purchase high status fashion brands may do so to provide a visible signal of their social status (See Appendix A for an advertisement that emphasizes status).  


 When most people think of status indicators, certain product categories, such as luxury items, clothing and/or fashion accessories immediately come to mind.  In a recent interview, a woman describes how she uses status symbols to hide her lower class background: “Who’s got money, who doesn’t, it’s always going on in my head.  So, I put on my armor.  I have the [hand]bag. I have the shirt. I know people can’t tell my background by looking” (New York Times 2005, p A19).  

However, as illustrated in the following vignettes, consumers may choose to purchase status in a vast variety of product categories and by selecting very different products.  A synthesis of the literature presented here would suggest that consumers may purchase status in one of three ways: 1) by purchasing elite brands, 2) selecting counterfeits of elite brands, or 3) brands that are clearly neither.  

A young bachelor, who had recently graduated from college, was telling me about the first items he had purchased when he began his first full time job.  In addition to the normal upgrading of the automobile and moving to a nicer apartment, he recalled with joy when he realized he could afford to buy Tide laundry detergent. When asked why Tide was so important, he replied that he couldn’t wait to show off his new status to the regular customers at the laundromat. For him, the “right” brand of laundry detergent indicated that he could afford the best.

In contrast, the next passage indicates how some consumers abstain from purchasing what they perceive to be status brands:

While shopping for laundry detergent in a local grocery store, I came across a mother and daughter discussing what to buy for the daughter’s upcoming move into a dorm.  When the mother picked up a bottle of Tide, the daughter said, “Mom, I can’t show up with Tide!”  When the mother asked why not, the daughter replied, “They’ll think I am a snob or trying to kissass.”  To the daughter, and the people she was trying to conform to, buying the most expensive was an obvious faux pas.  

One conclusion that can be drawn from these examples is that individuals may choose different buying strategies to increase their social status. For example, some people choose to increase their status through “upscale” consumption.  However, others who pursue status in other ways, such as their occupational field (Greenberg and Ornstein 1983), may communicate their preference for doing so by the status symbols they reject.  Therefore, marketers face an unavoidable challenge when attempting to position their products in the minds of consumers.  What makes a brand more appealing to some customers may make it less appealing to others.
That fact has serious consequences.  As seen by the narratives above, manufacturers of designer handbags or sunglasses often rely on high prices to signal the status of their brands to appeal to certain types of consumers.  It appears, though, that increasing the price and/or status of a brand may result in a loss of customers in two ways.  First, if the price of an offering becomes too high some consumers may opt to purchase a cheaper, counterfeit imitation of the product. In addition, other consumers may choose to avoid the elite brand, or any imitation of it, altogether so as not to be confused with the “status seekers.”  What differentiates these groups is the focus of this dissertation.  
A key construct that appears useful in that differentiating process is a dimension of materialism.  As discussed previously, some consumers may be more likely use material possessions to convey status than others are. In other words, some consumers may place a greater importance on material possessions than others do. Materialism has been defined by researchers as “a set of centrally held beliefs about the importance of possessions in one’s life” (Richins and Dawson 1992, p. 308). After a qualitative study, these researchers determined that individuals with high levels of materialism often placed greater importance on acquiring material possessions and were more likely to associate the ownership of certain products with achieving major life goals than those with low levels of materialism (Richins and Dawson 1992; Richins 2004).  As a result, materialism is considered to be a chosen way of life that influences how individuals make decisions across a vast variety of social domains which includes, but is not limited to, consumption (Belk 1985; Richins and Dawson 1992; Richins 2004).  

While most research focuses on materialism in general, the construct has actually been found to be comprised of three underlying dimensions: Possession-defined Success, Acquisition Centrality and Acquisition Happiness (Richins and Dawson 1992).  This dissertation is focused on the social factors that influence brand choice; therefore two dimensions of materialism, Acquisition Centrality and Acquisition Happiness, are beyond the scope of this paper.  The third dimension, Possession-defined success, and its relation to one’s chosen method of purchasing status, will be discussed in greater detail in chapter 6. 

To reiterate--this dissertation tests the overall idea that consumers engage in status consumption in not only different but opposed ways.  In predicting whether they will do so by purchasing elite brands, imitations of elite brands--or brands clearly in neither of those categories--we test a theoretical model which suggests that the means of status-seeking for an individual will depend on the following social factors 1) cultural level  2) materialism and 3) status insecurity.  If this overall idea is supported, there are implications for market segmentation and targeting for products as mundane as laundry soap.  



This paper will continue in the following manner:  Chapters 3 and 4 will review the existing literature on status seeking, both in general and specifically in the marketplace. In chapter 5, I discuss the three categories of consumers.  In chapter 6, the independent variables of interest will be discussed.  Chapter 7 will discuss the overall theoretical model of product choice.  Chapter 8 will describe the study design and research methods.  The final chapter will offer a discussion of results and suggestions for further research.  

Chapter 3
Literature Review on Status Seeking

Before discussing how consumers use brand imitations to enhance their social status, it is first useful to discuss why people seek status in the first place.  Status seeking is universal and is considered to be rational behavior among social scientists and economists.  However, although there are many different ways in which people seek status, the specific behaviors an individual will engage in may differ according to the social opportunities that are available at any given time.  
Before reviewing the existing literature, I will first define what is meant by status seeking.  According to Scitovsky (1993), status seeking refers to the desire to “rank within society, and seek acceptance or distinction within a certain social class or narrower group of colleagues, co-professionals or neighbors” (p. 115).  In other words, status seeking can be thought of as behavior which gains or maintains acceptance and membership with a social group.  Using this definition, I will now review sociological and social psychological theories justifying the ubiquitous nature of status seeking.

Reasons for Seeking Status

The sociological and social psychological literature discusses status seeking behavior in terms of both between (group level) and within (individual level) social groups.  I will begin my review with the literature involving behavior between social 

groups.  Scitovsky (1992) states that people have an innate biological need to belong, or to gain membership into significant social groups.  Once membership is obtained, an individual often behaves differently towards individuals in the group he or she belongs to, the in-group, than towards individuals in other groups (the out-group).  

The bias towards in-group members is especially evident when a status differential exists between the groups.  One explanation for in-group bias is that individuals experience greater self-esteem from being able to differentiate themselves from others, especially when the differentiation results in a more positive evaluation of their own social group (Turner 1978; Abrams and Hogg 1988).  By increasing the status of their social group, members are able to legitimize their own superiority. This legitimization, in turn, causes a feeling of entitlement to better outcomes for members of their own group versus others (Turner and Brown 1978).  Commins and Lockwood (1979) demonstrated that even though subjects were not directly rewarded, members of higher status groups tended to reward other in-group members more than out-group members.  In other words, social groups seek status because it not only benefits the group as a whole, but also indirectly allows members to increase their rewards individually.  

Two ideas have been offered to explain status seeking at an individual level.  Research in the social sciences has primarily viewed status as a means for achieving future resources via a higher position in society (Lin 1990, 1994).  Another perspective,  suggests that people pursue status to satisfy an intrinsic component of their utility function (Emerson 1962; Frank 1988).  I will begin with a review of the social science literature, followed by a discussion of the economic literature.  

Status Value Theory

In the social sciences, status is used to describe one’s standing in a social hierarchy as determined by respect, deference or social influence (Ridgeway and Walker 1995).  Within a social hierarchy, individuals may seek status in order to increase the value of their existing or future resources.  Status value theory says that status characteristics are often used as a basis for the distribution of power in exchange relationships (Thye 2000).  In such exchange relationships, high status actors will occupy more powerful positions than low status individuals, thereby obtaining a greater amount of resources and increasing their exchange opportunities.  In addition the resources owned by high status actors become more valuable to others because they convey status value.  Status value refers to the worth, self-esteem, or honor associated with possessing an object (money) or characteristic (ex. race or gender).  Over time, status value will “spread from people to exchangeable goods, and the objects held by high status individuals will become more valuable than if they had not been” (Thye 2000, p. 412). 

 Therefore, individuals seek status, consciously or unconsciously, in order to gain greater amounts of resources as well as increase the valuations of their existing resources.  In an empirical test of status value theory (Thye 2000), subjects were asked to negotiate with both high and low status individuals.  In both experiments, subjects indicated that they exerted more effort to obtain the resources associated with the high status actor, and would prefer or attached greater value to the resources owned by the high status actor.   Similarly, Lovaglia (1994, 1997) showed that by improving their status, individuals were able to increase their power and influence in exchange relationships.   

Status Construction Theory

Higher status individuals have also been shown to be more influential in social interactions.  For example, researchers of status construction theory (Ridgeway and Walker 1995; Ridgeway, Boyle, Kuipers and Robinson 1998; and Ridgeway and Erikson 2000) have demonstrated that in encounters between subjects, who differ in status, low status subjects were willing to adopt beliefs that favored high status subjects and such beliefs could be spread to a larger population through social interactions.  Therefore, by definition, individuals may seek status in order to become more influential in their current social relationships.  

Theory of Status Characteristics and Expectation States Theory

In addition to using status to gain future resources, researchers have also found that people often rely on an individual’s status “to provide information (which may or may not be accurate) about the individual to others and thus to condition the behavior of others to the individual” (Ball and Eckel 1996, p. 384). Status characteristics theory and expectation states theory (Berger et al. 1977,1980) describe why people are status conscious during social interactions and how status beliefs influence future social behavior. The basic premise of status characteristics theory is that within a social group, whose members are differentiated by some valued status characteristics (ex. race, sex, social class, age, etc.) individuals form conceptions of another’s capabilities.  Individuals are more likely to form such conceptions when there is a consensual evaluation of such traits in the larger society (Driskell and Mullen 1990). These performance expectations (expectation states) are used to determine the power and prestige of the group members within a group, thereby constructing the group hierarchy.  Status characteristics are then used as indicators of an individual’s performance capability that subsequently influence how he or she is treated in future interactions.  

For example, Gerber (1996) found that in an experimental setting high status actors were credited with more favorable personality traits than low status actors by their co-subjects. This theory has also been supported by Friedkin and Johnsen (2002), who found that high status individuals were more persuasive and influential in their social networks than low status individuals. The repeatedly observed preference for high status individuals and groups can be explained by the just world theory (Lerner 1980).  According to the theory, people believe that in a just world people often get what they deserve and deserve the rewards and resources they get.  

Social Comparison Theory

Social comparison theory (Festinger 1954) offers an alternative explanation for status seeking behavior.  According to this theory, individuals have a desire to determine their own ability and competence by comparing themselves to others (Wood 1989).  When upward comparisons are made, to an individual of higher status, a negative mood state may result.  In other words, people are pleased when they deem themselves similar to other members of their social group and are displeased when they are dissimilar.   In an effort to reduce the resulting negative mood state, people may be driven to invest their resources in behaviors which improve certain attributes of themselves because they desire to increase their rank within their social group, not because they directly value the attribute.  
 In summary, status seeking is viewed by the social sciences as rational behavior, because it is a means to achieve greater future resources such as power, influence and higher ranks in society as a whole.  High status individuals have been shown to be evaluated more favorably, become more influential, gain leadership roles and receive more social opportunities than low status individuals.  Thus, one reason that status is sought is because it is socially useful.  

In some cases, however, status is pursued even when it is not useful. Some researchers propose that people can pursue status as an end state in itself as opposed to using status to achieve future goals (Frank 1985; Loch, Stout and Huberman 2000).   From this perspective, achieving high social status causes individuals to experience positive emotions which then satisfy a component of that individual’s utility function.   Kemper (1991) found that awarding status to experimental subjects resulted in more positive emotions during negotiations, while negative emotions were experienced when subjects were demoted or when status was awarded to another subject.   In a cross-cultural study of status seeking behavior, Huberman, Loch and Onculer (2004) found that subjects valued status independent of a monetary reward and were willing to trade material gain in order to achieve status.  However, the degree to which individuals valued status was found to be positively related to the Hofstede’s measure of power distance for their country of origin.  For example, subjects from Hong Kong did not value individual status as greatly as did subjects from the United States and were less willing to trade their monetary rewards for an increase in individual status. 

Factors Influencing Status Seeking Behavior 

Social Identity Theory

While status seeking is universal, previous research has shown that attaining status is more difficult for some individuals than others.   Status seeking, as previously defined, refers to efforts aimed at gaining membership and distinction within an individual’s social group.    Once group membership is obtained, individuals often employ strategies to improve their own status as well as improve the overall status of group.  Social identity theory (Tajfel and Turner 1979) describes intergroup relations and possible strategies that members of low status groups may use to increase their status both individually and collectively.  According to this theory, people get self esteem from social groups and will pursue goals which increase or maintain a positive self-identity.  In order to achieve a positive social identity, individuals in a low status group may engage in several possible strategies for seeking higher status. 

Status Seeking Strategies

First, people may individually/collectively engage in normative behaviors (approved actions within a social system) to increase their status.  For example, individuals often demonstrate an in-group bias, or evaluate in-group members more favorably than out-group members. Favoring in-group members satisfies an individual’s need for positive self-esteem while simultaneously creating a positive social identity for the group as a whole (Tajfel and Turner 1979).  By systematically favoring in-group members, individuals are able to redistribute resources during negotiations (Ball and Eckel 1988, 1996) so that the perceived status of the in-group increases relative to the out-group.  In other words, people may engage in status seeking behaviors that exclude members of an out-group so that the perceived status of the in-group, and its members, increases. Second, people may also choose to engage, either individually or collectively, in nonnormative behaviors (such as protesting or signing petitions) to challenge their status position within a social hierarchy.  Finally, low status individuals may choose to simply accept their status position and behave accordingly (Boen and Vanbeselaere 2002).  

Chapter 4
Status Seeking in the Marketplace

From the material presented in the previous section, it can be inferred that there are many reasons why people may choose to seek status.  In this section, the discussion changes from why status seeking occurs to how these behaviors occur.  Although many methods of status attainment exist, (ex. obtaining higher education, career advancement, etc.), the present study focuses on status seeking behaviors in the marketplace because such behaviors provide one explanation for the purchase or rejection of brand-imitating goods. 
Although status seeking is universal, not all consumers choose to pursue status through the purchase of elite brands or their imitations.  Status consumption, as defined by Eastman, Goldsmith and Flynn (1999), is “the motivational process by which individuals strive to improve their social standing through the conspicuous consumption of consumer products that confer and symbolize status both for the individual and surrounding significant others” (p.42).  Using this definition, we are interested in the purchase or rejection of elite status goods, both original and imitations.  Elite status goods, or imitations of such goods, that are privately consumed (i.e. bed linens, home furnishings, or electronics) are therefore beyond the scope of the present study. 

Motivations of Status Consumers 

Although many psychologists view status consumption as an individual psychological construct, marketing and economic researchers have examined status consumption at a group level.  Vigneron and Johnson (1999) developed a conceptual framework that describes the motivations/types of status seeking consumers and their respective expected benefits of status consumption. Under this framework, prestige or status brands differ from their non-prestige counterparts in that consumers perceive status products as having the following five types of value:  1) conspicuous value, 2) unique value, 3) social value, 4) hedonic value, and 5) increased quality.  Because we focus on social motives for choosing brand imitations, only the first three types of value will be discussed.   

Perceived Conspicuous Value



Veblen’s (1899) Theory of the Leisure Class is based on the premise that individuals often consume highly conspicuous goods and services to advertise their wealth in order to increase their social status within a group’s hierarchy, 

“So as soon as the possession of property becomes the basis of popular esteem, therefore, it becomes also a requisite to that complacency which we call self-respect.  In any community where goods are held in severalty it is necessary, in order to insure his own peace of mind, that an individual should possess as large a portion of goods as others with whom he is accustomed to class himself; and it is extremely gratifying to possess something more than others “ (1899, pp 38-39). 

Consumers purchasing status products for their perceived conspicuous value evaluate these products on the ability to signal status and wealth to others.  As a result, the price of status goods, which are expensive by normal standards, acts to enhance the integrity of the signal (Vigneron and Johnson 1999).  The increase in price, often referred to as a status premium, reflects the additional amount of money consumers are willing to pay above any quality premium (Chao and Schor 1998).  

While some consumers may purchase goods to signal membership in a higher status group, other consumers may conspicuously consume goods to avoid the appearance of being low-class.  Status insecurity (Wyatt et al. 2008; Wu 2001) refers to the degree to which an individual is concerned with appearing low-class or experiences a feeling of uncertainty about his or her social standing.  According to Eastman et al. (1999), the more an individual seeks status, the more he or she will engage in behaviors to increase status. It is logical, therefore, that status insecurity may influence one’s behavior in the marketplace.  For example, previous research has shown that individuals who are insecure about their social status are likely to compensate by purchasing products/brands which convey prestige to others (Wyatt et al. 2008).  In other words, those individuals who are insecure about their social status are likely to avoid brands which may lead to being perceived as second-class and purchase those that convey the opposite signal.

Previous research on conspicuous consumption has shown that prestige products are much more likely to be publicly consumed than are non-prestige products (Bearden and Etzel 1982).  Therefore, among conspicuous consumers, the utility of status products may be to publicly advertise an individual’s social standing, and such consumers would prefer highly visible status products over those that are privately consumed.  For example, a study of women’s cosmetics revealed that consumers were more willing to pay a status premium for highly visible products (e.g. lipstick) as compared to less visible products (e.g. facial cleansers) even though there were no discernable differences in quality across the brands being compared (Chao and Schor 1998).  Additionally, an analysis of product categories showed that the percentage of women purchasing expensive brands (top 3) increased with the visibility of the product category.  For example, status brands account for 10.9% of sales in the facial cleanser category as compared to 18% of sales in the lipstick category (Chao and Schor 1998).  

Perceived Unique Value


While some consumers purchase prestige products for their conspicuous nature, others prefer status products that are unique in nature.  To these consumers, scarce products are valued more than those readily available to the public.  According to optimal distinctiveness theory (Brewer 1991; Brewer, Manzi and Shaw 1993), individuals have two types of identities.  First, individuals have a personal identity that is drawn upon during social situations in order to differentiate themselves from others within a given social context. Second, individuals also possess social identities that are categorizations of the self into a more inclusive social group (e.g. mother, father, student, Caucasian) (Brewer 1991; Brewer et al. 1993).  Optimal distinctiveness theory states that our social identity, or the categories of people we choose to associate with, is created to resolve the fundamental tension between needs for validation and similarity to others and a countervailing need for uniqueness and individuation (Brewer 1991).  Similarly, uniqueness theory (Snyder and Fromkin 1980) says that people find high levels of both dissimilarity and similarity unpleasant and therefore strive to be moderately dissimilar from others.  Although striving for uniqueness is universal, individuals may differ in the degree to which uniqueness is weighted against social approval; some individuals have a higher need for uniqueness than others (Snyder 1992).  

Pursuing uniqueness satisfies an individual’s need but also has implications for how people seek status through elite brands.  For example, marketing researchers have recognized that consumers often equate uniqueness with high status because, by definition, if virtually everyone owned a brand or product it would not be perceived as elite (Vigneron and Johnson 1999).  Therefore, it can be concluded that some individuals purchase scarce products to satisfy their need for uniqueness while gaining the status associated with owning a rare product/brand. Empirical studies have shown that individuals often place a higher economic value on rare or scarce products (Lynn 1991) and perceive scarce products as conferring higher status than products which are readily available (Solomon 1994; Verhallen and Robben 1994).  
These arguments are consistent with the economics literature that has examined diffusion patterns across populations.  Leibenstein (1950) found that a portion of the population preferred exclusive or scarce goods and avoided using mainstream products or brands. This effect, named the snob effect, was found under the following two conditions.  First, when an elite product is first introduced into the marketplace snobs tend to adopt at the beginning of the diffusion cycle in order to capitalize on the exclusivity of being one the first owners (Leibenstein 1950). Second, the snob effect is also evident when “status sensitive consumers come to reject a particular product as and when it is seen to be consumed by the general mass of people” (Mason 1981, p. 128).  In addition to placing importance on scarcity, consumers purchasing elite branded products may also perceive high prices as indicators of exclusivity and therefore choose high priced goods over lower priced ones (Vigneron and Johnson 1999).  In a recent experiment, Amaldoss and Jain (2005) showed that snob consumers had an upward sloping demand curve: a greater number of snobs chose to purchase the product when it was offered at a higher price than when the price was reduced.  

Perceived Social Value


In addition to satisfying an individual need for uniqueness, people often purchase elite brands for their symbolic value in order to express membership in a particular social group.  Leibenstein (1950) called the effect that describes how consumers purchase elite brands to conform to a group standard the “bandwagon effect.”  Consumers who engage in status consumption after the initial release of a product often do so in order to fit in with their current social group or to differentiate themselves from lower-status social groups (Solomon 1983, 1999; Sirgy 1987; McCracken 1986).  

“Even though snobs and followers buy luxury products for apparently opposite reasons, their basic motivation is really the same; whether through differentiation or group affiliation, they want to enhance their self-concept” (Dubois and Duquesne 1993).  

Social comparison theory (Festinger 1954) also supports the notion that individuals may purchase elite brands to conform to a prestigious group in order to ultimately increase their self-esteem.  As mentioned in the previous chapter, social comparison theory says that people have an innate desire to compare themselves to others in order to assess their individual status and/or competence.  If individuals continue to compare themselves to others of higher status, feelings of inadequacy may result. In order to resolve these feelings of inadequacy, consumers are motivated to emulate the purchasing patterns of the higher status others to whom they compare themselves (Festinger 1954; Wood 1989).  

Recent research on the relationship between television viewing and status consumption lends empirical support to social comparison theory.  For example, O’Guinn and Shrum (1997) found that people often rely on television to learn about affluent lifestyles and to construct social reality.  More specifically, individuals were more likely to purchase products and engage in activities associated with affluent lifestyles as their level of television exposure increased.  Additionally, Hirschman (1988) found that television shows that depict affluent lifestyles like “Dallas” and “Dynasty” influence viewers’ preferences and orientation towards elite brands.  Researchers concluded from both of these studies that individuals often compare themselves and their lifestyles to the images being portrayed on television and are motivated to make those comparisons more favorable by purchasing brands that confer more higher status (Hirshman 1988; Dittmar 1994; O’Guinn and Shrum 1997).  In conclusion, bandwagon consumers or followers purchase elite brands in order to capitalize on their social value or the impact these brands have on others.  

Until this point, the discussion has focused primarily on the selection of elite brands; however, some consumers may choose to abstain from selecting socially recognized elite brands.  I will now review literature that offers insight as to why some consumers may find elite brands undesirable.
Theory of Cultural Capital 

According to Bourdieu (1984), social life can be described as an ongoing game in which individuals compete for social status (symbolic capital) in several areas of life (i.e. work, religion, education, etc.)  by utilizing three types of resources--economic, cultural and social capital. The term economic capital refers to one’s level of financial resources, while social capital is used to describe an individual’s social networks or organizational affiliations.   

Cultural capital, also referred to as cultural level, can best be thought of as “institutionalized, i.e. widely shared, high status cultural signals (attitudes, preferences, formal knowledge, behaviors, goals, and credentials) used for social and cultural exclusion” (Lamont and Laureau 1988, p. 156). It is the exclusionary property of cultural capital that makes it so highly coveted and yet so difficult for others to obtain. Cultural capital is distinct from other forms of capital because although it can be converted into both economic and social capital, it is the only type of capital which is determined and belongs solely to the culturally elite (Kingston 2001).  According to Bourdieu (1984) the socially elite and their offspring succeed because it is their signals that are valued by those in power.   In the field of consumption, cultural capital influences one’s preferences and tastes for particular product categories and/or brands.  Therefore, status boundaries are reinforced simply by expressing one’s preferences and tastes, referred to as one’s “habitus” (Bourdieu 1984).  Consumption, along with other social domains becomes a method by which our social hierarchies are reproduced and reinforced across generations.    


Education is also significant in increasing options for seeking status.  According to Bourdieu (1984) educational institutions play a vital role in perpetuating the importance of cultural capital. Schools, and specifically educators, are believed to reward children with high cultural capital because they have already acquired the appropriate signals and dispositions that match those of the institution.  Researchers believe that this preferential treatment of children with high cultural capital results in greater academic success and hence, greater success in their chosen careers (Kingston 2001).  For instance, high status individuals (those with high cultural capital) are more likely to attend universities, attain prestigious careers, and subsequently learn to achieve status in a greater number of domains than are low status individuals (Bourdieu 1984). 
Milner’s (2004) Theory of Status Relations


Similar to the work of Bourdieu (1984), Milner’s (2004) theory of status relations also emphasizes the importance of non-material resources and their role in determining one’s social position.  The theory was designed to explain why status groups have the particular characteristics that make them different from other stratified groups (Milner 2004, p. 182).  More specifically, it analyzes the importance of status symbols and conformity to group norms when status and power cannot simply be reduced to economic power.  

According to Milner (2004), there are status-markers and bases of status.  Living in an expensive neighborhood, or driving an expensive car are considered bases of status; you can be admired and adored by those who place a great value on such items because they symbolize wealth--which, in most capitalistic societies, is a basis for status itself.  However, our society also has status-markers that are insignias for less visible bases of status.  For example, academics often write the letters “Ph.D.” after their names on business cards to convey the educational level they have achieved.  In that case, the “Ph.D.” letters are a status-marker, while the educational level is a basis for status.  Therefore, status symbols can either be material or symbolic.  


The importance or weight of a status symbol depends on the ease with which that status-marker is obtained along with the degree of inalienability (Milner 2004, p.207).  For example, it is much more feasible for some to purchase an expensive item of clothing than to complete a graduate school program.  Being able to appreciate a fashionable brand of shoes is much easier than being able to distinguish works of art.  Therefore, it appears plausible that individuals with bases for status that are harder to achieve (i.e. high cultural levels) would avoid easily attained status markers (i.e. elite branded goods) in order to avoid confusion with those who rely solely on those markers for status.  
 
In conclusion, some individuals with high cultural levels may choose to abstain from consuming elite brands in order to distinguish themselves from individuals who are forced to “purchase” their social status.  In contrast, individuals purchasing elite brands may do so because they do not perceive other viable alternatives to increase or maintain their social status.   


The research described here builds upon this literature in a number of ways.  First, categories of status consumers are identified and used to predict brand choice.  Second, although previous research on status consumption focuses exclusively on the purchase of authentic elite brands while ignoring the role of counterfeit goods, counterfeits are the focus of this study.  Third, previous brand choice literature ignores the social value that owners gain from selecting certain types of brands, and by employing a brand choice framework, the two approaches can be merged.  
 
Therefore, this dissertation extends the existing research on status consumption by integrating three previous research streams to test a more complete model of status consumption, one that predicts the acceptance or rejection of elite brands and brand imitations based on socio-economic predictors and includes counterfeit products as a brand category.  In addition, the data gathered for this dissertation are analyzed using a discrete choice model.  To date, none of the literature on counterfeits or status consumption has included this type of data analysis.  

Chapter 5

Categories of Status Consumers


The preceding chapters have discussed the motivations for seeking status and the methods by which individuals may choose to seek status.  This chapter will extend that preceding material by describing three categories of status consumers.   
“In the world of designer handbags, there are three camps:  You get it (and you pay for it), you don’t get it or you get it but you can’t afford it, which of course is the largest by far” (Rose 2003).

Status Seekers


Status seekers are consumers who engage in status increasing consumption behaviors in order to fulfill their needs for self-respect and social approval (Eastman et al. 1999).  Eastman et al. (1999) developed a scale that measures an individual’s propensity to purchase goods and/or services for the status or social prestige they confer on their owner.  Individuals who score higher on the status consumption scale were more likely to engage in status increasing consumption behaviors in order to fulfill their needs for self-respect and social approval (Eastman et al. 1999), hereby referred to as the “status seekers.”    


In a cross cultural study of students in the United States, Mexico and China, Eastman et al. (1997) found that an individual’s propensity to engage in status consumption was highly correlated to his or her level of materialism.  In other words, 

people who seek status through the consumption of products are likely to place greater importance on the material goods they acquire than are individuals who do not consume status products.  In general, researchers found that there were no significant differences in the overall level of status consumption or the interest in purchasing products for status across the three countries.  Although some demographic variables were significant predictors of status consumption, the relationships were not consistent across all three samples.  For example, in the sample from the United States, single people reported significantly higher levels of status consumption, but this relationship was not found in either the Mexican or Chinese samples.  Gender differences were not found in the United States or Mexico but in the Chinese sample men were more likely to consume status products than were women.  Finally, younger individuals reported a significantly higher propensity to engage in status consumption than did older individuals in the Mexican sample, but no significant differences based on age were found in the United States or China (Eastman et al. 1997).  Researchers concluded that there was no consistent pattern in the relationships between demographic variables and status consumption (Eastman et al. 1997). Therefore, in order to understand status consumption one needs to look beyond demographic information alone for more subtle underlying factors.  

Status Avoiders

These people cannot be millionaires!  They don’t look like millionaires, they don’t dress like millionaires--they don’t eat like millionaires, they don’t act like millionaires-they don’t even have millionaire names.  Where are the millionaires who look like millionaires? (Stanley and Danko 1996, p. 109)

Although status symbols have long been used to make inferences about one’s social status, not all consumers choose to purchase such symbols.  Recently, it has been noted that some consumers avoid purchasing elite status brands or products altogether.  For this group of consumers, seeking status involves eschewing status goods so as not to be confused with the “seekers” (Holt 1998).  These types of consumers are likely to shy away from mass produced elite brands and their imitations because the images associated with such brands are incongruent with their both their self concept and social image  (Stanley and Danko 1996).  

In The Millionaire Next Door, the authors interview several individuals who have chosen to abstain from purchasing status goods because these goods do not represent who they are.  In the following passage, W.W. Allan describes why he refused a Rolls-Royce as a gift, 

“There’s nothing a Rolls-Royce represents that’s important in my life.  Nor would I want to have to change my life to go along with [owning] the Rolls…With a Rolls I can’t go to the crummy restaurants I enjoy going to…Can’t drive up in a Rolls. So, no, thank you” (Stanley and Danko 1996, p. 111-112).   


From this quote it can be inferred that for some consumers, some elite brands and/or products are undesirable because of the social alienation these consumers would feel from others within their social group. Therefore, this group of consumers is likely to reject elite brand or elite brand imitations in favor of non-elite brands.   

Status Imitators 
While some consumers reject elite status brands, others select counterfeit imitations of such brands.  Previous research on the demand side of counterfeit products, although sparse, has produced interesting results regarding the motivational factors involved in purchasing counterfeit products.  For example, Wee et al. (1995) showed that psychographic (perceived brand status, and attitude towards counterfeiting) variables, demographic variables, and product-attribute variables were all significant predictors of counterfeit product purchase intentions.  However, the importance of each of these variables differed when analyzing different kinds of counterfeit products.  For example, educational level was positively related to purchase intentions for functional products, e.g. software, but negatively related for fashion products, e.g. wallets or purses (Wee et al. 1995).  The present study builds on this research by adding sociological variables of interest in order to place the consumption of counterfeits in a larger social framework.    

By contrast, research by Cordell et al. (1996) investigated the motives associated with purchasing two types of counterfeits: functional and prestige.  Functional counterfeits are those that are purchased for their utility (i.e. electronics, software, etc.) while prestige counterfeits are those purchased for their ability to confer status (i.e. clothing, accessories, etc.).   Researchers found that brand image and perceived prestige served as the greatest predicting variables when purchasing prestige counterfeits, followed by expected performance and price.  When purchasing a functional counterfeit camera, expected performance and price were the greatest predicting variables.  As shown by these studies, the motivational forces behind purchasing counterfeits may vary depending on whether the product being copied is a prestige or functional counterfeit.  
Additionally, Bloch et al. (1993) asked subjects to choose between three cotton shirts: a designer label shirt priced at $45, a counterfeit version of the shirt for $18, and a shirt without a label for $18. Although all three shirts were identical, subjects who chose the counterfeit shirt rated it highest on being a good value and equal to the designer label, and higher than the shirt without a label, in terms of prestige.  In addition, subjects who purchased the counterfeit shirt over the designer label rated themselves as being less successful, less confident and of lower status than subjects who chose both the designer and no-label shirts (Bloch et al. 1993).  Subjects also rated the counterfeit good as being lower in prestige than the product bearing the original logo. Therefore, while individuals who consume counterfeits are indeed seeking status, they also recognize that the status gained by counterfeit purchases is less than the status gained by purchasing the authentic brand.  

In addition to status, some consumers prefer counterfeits over authentic elite products because they are perceived to be a better value for the money.  Value consciousness has been defined as “a concern for price paid relative to the quality received” (Lichenstein et al. 1990).   Although the physical quality of counterfeits may be inferior to their authentic counterparts, the quality of the brand’s prestige and status remains intact.  Therefore, value conscious consumers may view counterfeits as a less risky trial of or simply as a less expensive alternative to the more expensive originals (Gentry et al. 2000).  In other words, some consumers may view counterfeits as offering “more product for your buck” because counterfeits allow the owner to enjoy the benefits associated with owning elite brands without having to pay for them (Gentry 2000).  

Chapter 6

Independent Variables
In chapter 2, I discussed how products are used in social interactions to convey information to others about the owner. Chapters 4 and 5 described how sociological and psychological factors influence the degree to which consumers seek status by abstaining from, or displaying elite brands.  In this section, I will review the literature pertaining to each of the independent variables of interest for the present study.  The current paper extends the existing literature by applying a discrete choice model of the selection of brand-types--authentic elite brands, counterfeits of those brands, or brands clearly in neither of those categories.  
We propose that each individual’s chosen method of purchasing status will be influenced by the following individual factors:  1) cultural level--Chapter 4, 2) the degree to which he or she associates material possessions with success--Chapter 2, 3) status insecurity--Chapter 4, and 4) value consciousness--Chapters 1 & 5 in conjunction with product characteristics such as 5) price and 6) authenticity.     
Cultural Level
 (CLi)

In terms of consumption, a person’s cultural level may influence his or her choice of elite brands by 1) dictating the reference groups one aspires to belong to and 2) determining which alternative status seeking strategies are available and/or effective.  Therefore, if a consumer desires to gain or maintain membership in a group 

in which the consumption of elite brands is looked down upon he or she would gain social status by eschewing elite brands as opposed to purchasing them. Although status seeking is universal, the domain in which one chooses to improve his or her social standing depends on the options available and the effectiveness of those options.  For example, high status individuals have more extensive social networks, belong to a larger number of social groups, and are more influential in social interactions than low status individuals (Thye 2000), thereby providing more alternatives for seeking status.  

Specifically in consumption, individuals with high cultural levels tend to place a great importance on acquiring certain skills and knowledge about products which separate them from individuals with low cultural level.  For example, consumers with high cultural levels are more likely to purchase goods that are authentic or offer unique life experiences (e.g. travel) as opposed to elite brands that are mass produced.  In the area of dining preferences, for example, individuals with low cultural level preferred to eat at well-known expensive restaurants while individuals with high cultural level preferred restaurants with unique atmospheres (Holt 1998).  Furthermore, in a qualitative study of consumers, Holt (1998) found that individuals with high cultural levels were less likely to purchase material goods than were individuals with low cultural levels.

Such reasoning supports the following hypotheses:

H1a:  As cultural capital increases, the likelihood that an authentic elite brand will be chosen decreases. 

H1b:  As cultural capital increases, the likelihood that a non-elite brand will be chosen increases.

H1c:  As cultural capital increases, the likelihood that an counterfeit elite brand will be chosen decreases. 

Status Insecurity (SIi)

Status insecurity, as discussed previously, can be thought of as an overall concern about appearing low-class or a desire to distinguish oneself from lower status groups (Wyatt et al. 2008).  In terms of fashion, elite brands are those that have the highest perceived quality, luxury and prestige (Shermach 1997).  In addition, elite brands are often priced much higher than non-elite brands, thereby signaling the owner’s wealth and position in society. Therefore, individuals who are insecure about their social status are likely to choose elite brands in order to distinguish themselves from those who are unable to obtain such brands.  

H2a: As status insecurity increases, the likelihood that an authentic elite brand will be chosen increases.  

H2b:  As status insecurity decreases, the likelihood that a non-elite brand will be chosen increases.

H2c:  As status insecurity increases, the likelihood that a counterfeit will be chosen increases.  
Possession-Defined Success Dimension of Materialism (Mi)
The Possession-defined Success dimension of materialism refers to the degree to which an individual associates the number and quality of material possessions with achieving and evaluating his or her own success along with the success of others.  Individuals scoring highly on this dimension value possessions which confer status and project a desired self-image (Roberts 2000).  In addition, individuals scoring high on this dimension of materialism are also more likely to engage in status consumption than less materialistic subjects (O’Cass and McEwen 2002).  
Researchers have found that, when evaluating products and/or brands, materialists place a greater importance on their social utility, appearance, and ability to convey status than do non-materialists (O’Cass and McEwen 2002). It is not surprising then, that previous studies have shown that materialistic consumers were found to purchase more luxury and elite brands (Belk 1985) and were more likely to purchase goods that could be worn conspicuously (Richins 1994) than were non-materialistic consumers. 
Therefore:

H3a:  As the success dimension of materialism increases, the likelihood that an authentic elite brand will be chosen increases. 

H3b:  As the success dimension of materialism increases, the likelihood that non-elite brand will be chosen decreases. 

H3c:  As the success dimension of materialism increases, the likelihood that a counterfeit will be chosen increases. 

Cultural Level and Possession-Defined Success (CLi * Mi)
According to Bourdieu (1984), individuals with low levels of cultural capital are often raised in materially constrained environments.  Therefore, the ideal life is often portrayed in terms of being able to own an abundance of certain socially recognized material possessions (Bourdieu 1984, p.177).  Individuals with low cultural capital learn to develop materialistic tastes and preferences for items such as houses, cars and vacations.  For example, Holt (1998) found that individuals with low levels of cultural capital preferred brands which symbolize wealth and abundance, such as BMW and Mercedes automobiles.  To these consumers, the idea of “making it” or becoming successful was directly associated with the brands they were able to purchase.  
In contrast, individuals with high cultural capital viewed material abundance and luxury as crass forms of consumption (Holt 1998).  To these consumers, vacations that offer creative outlets or unique life experiences are preferred over popular destinations, such as cruises.  Because individuals with high cultural capital were often raised with little or no material constraints, these individuals place a greater value on items which are scarce or provide sentimental value as opposed to items which signal opulence and wealth (Holt 1998).  Therefore, individuals with high cultural capital are likely to evaluate one’s success by intangible indicators, such as educational attainment and/or career choice as opposed to products he or she owns.  

This reasoning leads to the following two-way interaction: 
H4a: As cultural level decreases and the degree to which an individual equates success with the ownership of material possessions increases, the likelihood that an authentic or counterfeit elite brand is chosen increases.
H4b: As the cultural level increases and the degree to which an individual equates success with the ownership of material possessions decreases, the likelihood that an non-elite is chosen increases.
Status Insecurity and Products as Indicators of Success (SIi * Mi)

The acquisition of material possessions is one of the strongest measures of social success and achievement (O’Cass and McEwen 2002; Richins and Dawson 1992).  Previous research has shown that particular brands or products, as well as their particular mode of consumption may denote social status (O’ Shaughnessy 1992; Bell et al. 1991; McCracken 1988).  For example, elite brands, as compared to non-elite brands, are often consumed to indicate one’s level of financial stability and status due to higher prices (O’Cass and McEwen 2002). As a result, for consumers who are concerned about status, the ownership of such brands is often linked with being successful.  Therefore, 

H5a:   As status insecurity increases and the degree to which an individual equates success with the ownership of material possessions increases, the likelihood that an authentic or counterfeit elite brand is chosen also increases.
H5b:  As status insecurity decreases and the degree to which an individual equates success with the ownership of material possessions decreases, the likelihood that an non-elite brand is chosen increases.

Price of Product (Pt/Ii) 
The price of a product is undoubtedly one of the most important characteristics a consumer considers when faced with a purchase decision.  A consumer’s buying power, as represented in this dissertation, is the ratio of the product’s price to the individual’s income.  According to Lichtenstein et al. (1993), “The pervasive influence of price is due, in part, to the fact that the price cue is present in all purchase situations and, at minimum, represents to all consumers the amount of economic outlay that must be sacrificed in order to engage in a given purchase transaction” (p.234).  Using this interpretation, the price of a product represents foregone income associated with a purchase and should, therefore, be negatively associated with purchase probability.  However, several researchers have stated that price has been associated with several marketplace cues which actually increase purchase probability such as quality and prestige.  
(Lichenstein et al. 1993).  These relationships will be explained in greater detail in the following section.

Value Consciousness (VCi)

As discussed in chapter 1, some consumers are driven by an overall desire to be smart shoppers.  This desire may lead consumers to purchase items at outlet stores and/or prefer private label products over their national counterparts.  The desire to appear as a “smart shopper” has also been identified as a possible motivation for purchasing counterfeit products (Penz and Stottinger 2005; Tom et al. 1998).  For some, choosing a counterfeit over an authentic elite product might be the best alternative when comparing the social benefits gained from displaying the brand being copied with the price paid for the product.  In fact, some consumers of counterfeit products described them as giving them “more bang for the buck.” (Gentry et al. 2001) On the other hand, value-oriented consumers, as opposed to the status-oriented consumers, may choose non-elite goods over elite goods because of their lower price.  
Therefore, when faced with the decision between non-elite, counterfeit and authentic elite goods, status-oriented value conscious consumers may be more likely to choose the counterfeit product given that the product meets certain quality and price restrictions.  On the other hand, value conscious consumers who place greater importance on a product’s quality than on its ability to confer prestige would be more likely to choose the non-elite product.  In contrast, non-value-conscious consumers are willing to pay top dollar for the authentic elite in order to capitalize on the superior quality and social prestige offered by those brands. 

This reasoning leads to the following 2-way interaction hypotheses:
H6a:  As value consciousness decreases and the degree to which an individual equates success with the ownership of material possessions increases, the likelihood that an authentic elite brand is chosen increases.
H6b:  As value consciousness increases and the degree to which an individual equates success with the ownership of material possessions decreases, the likelihood that a non-elite brand is chosen increases.
H6c:  As value consciousness increases and the degree to which an individual equates success with the ownership of material possessions increases, the likelihood that a counterfeit is chosen increases.

Chapter 7

The Model

The brand choice model used in this dissertation is represented by a random utility model referred to as RUM (McFadden 1974).  The use of this model is based on the assumption that each consumer will choose the option that generates the highest utility and allows us to predict the value a consumer derives from choosing each brand-type in the choice set, given the particular characteristics of the product and of the individual described in the earlier chapter. See Figures 1 and 2 for graphical representations of the theoretical model of product choice. 

The utility gained from choosing each brand consists of two components, the functional benefits gained by the individual from the use of the product and the social benefits an individual gains from using the brand in the presence of others.   In other words, for any brand type t,  
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The final term Et represents aspects of the utility that are impossible to measure although they are well-known by the individual.  In equation (1) a subscript I denoting the individual is suppressed for notational simplicity.  The functional benefits gained by the individual are based on the product’s authenticity At. As mentioned previously, individuals that are value conscious strive to maximize the 

Figure 7.1:  The Theoretical Model of Status Consumption 
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Where


UE= Utility gained from choosing an authentic elite brand

UC=Utility gained from choosing a counterfeit 

UN=Utility gained from choosing a non-elite brand

Dec= Decision to purchase brand 
Figure 7.2: Social Antecedents of Brand Choice   
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ratio of benefits received relative to the price paid.  Therefore, the importance of the functional utility of a product depends upon the degree to which the individual is value conscious and on the price paid relative to his or her income,
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   The utility for social benefits, described in detail in the previous section, is
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The general model being tested is:
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Therefore the utilities of elite, non-elite, and counterfeit products are
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Because the actual utility is not observed, only the brand chosen, researchers are only interested in the difference between the utility functions for any choice alternatives. For example, we assume that an individual will choose a counterfeit product over a non-elite product as long as the utility gained from that choice is greater than the utility gained by the other two options.  Consequently, the effect of materialism on choosing the counterfeit product 
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 cannot be measured separately.  However, the difference between the coefficients can be measured (
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).   If this difference is positive, materialism is said to have a positive effect on the odds of choosing the counterfeit over the non-elite product.  
For these utility functions, there are two distinct parts:  a potentially measurable component νi, and an unobservable component 
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 Assuming the stochastic terms are double-exponentially distributed, the data are analyzed using a multinomial logit model.  Use of this model is based on the assumption that individuals choose the product which offers the maximum utility, which results in the following equation regarding the probability Pit of choosing brand t, for each individual, i:  
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The denominator now consists of the sum of all the exponentiated measurable utilities for all three product types (elite, non-elite, and counterfeit).
The Nested Choice Model


The standard multinomial logit model is based on the assumption that all brands are compared simultaneously. However, this dissertation will also test two competing nested models which allow choices to be first grouped into categories based on similar characteristics.  Using this technique, the utility function of each alternative will include a term that is specific to the alternative as well as term that is associated with the category of choices (Train 2003; Ben-Akiva 1973).  See Figure 7.3 for the competing nested models.   
The first model describes a scenario in which the consumer decides whether or not to purchase from the elite category of goods, which contains the authentic elite and counterfeit product. From there, he or she decides between a counterfeit or authentic brand based on the brand which gives them the greater utility. In contrast, the second model describes an economic decision between the two categories in which a consumer decides to purchase an expensive brand (authentic) or from the non-expensive category of goods (non-elite vs. counterfeit), then if selecting the latter category, makes a further choice within it.   The third model describes a scenario in which a consumer decides whether he/she would prefer a genuine product, as opposed to a counterfeit, then chooses between the authentic elite brand and the non-elite brand.  All of these nested choice models are contrasted to a traditional non-nested choice model.  

According to Train (2003), a nested logit model is estimated by first running a standard logit model to obtain the necessary parameters for each variable.  Then, to test the nested model, the initial parameters are used as constraints and a scaling parameter is entered into the model.   This scaling parameter (λ) is used to determine the degree to which the alternatives of each nest are correlated.  When the value of λ=1, the alternatives within a nest are completely uncorrelated and this is identical to the standard logit model (Train 2003).  If the value of λ is between 0 and 1, the model is consistent with utility maximization for all values of the independent variables (Train 2003, p. 85). A value of λ>1 indicates that the nested choice model is appropriate for some particular range of values of the explanatory variables, but not all values.  Comparing the fit statistics of each model will allow us to draw conclusions about the order in which variables are considered when consumers are making their brand choices. 
Figure 7.3: Competing Nested Models
Status Oriented Model
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Chapter 8
Research Methods and Results

Two studies were conducted to test the relationship between of each of the previously identified socioeconomic factors and an individual’s propensity to select  brand imitations or to instead choose (1.) an authentic version of an elite brand, or (2.) a non-elite brand. The first study involved student subjects, while the second study had subjects recruited at an airport and driver’s license station.   
Study One

Overview and Design

For the first study, we tested the discrete brand choice model.  To do so, subjects were asked to complete an online survey.  The subjects were given a scenario in which they were asked to choose brands within two product categories in which they would be likely to purchase something (watches, wallets, sunglasses and handbags).  In each category, subjects were presented with information about three available brand-types:  an elite brand, a counterfeit brand, and a non-elite brand.   For example, for the product category of sunglasses, subjects were given the following information:  Polo Ralph Lauren $200, Fossil $40, and RL counterfeit $40.  Each brand within the product category was priced according to the current market value, but prices for the counterfeit and non-elite brands were kept identical.  After being 

presented with their three options, subjects were asked to indicate which brand they would choose.    
Sample

Seven hundred and sixty one undergraduate business students were recruited to participate in the study.  Students were awarded extra credit points in a class in return for their participation. Eight incomplete surveys were eliminated; therefore data from 753 students were included in the analyses (441 females and 312 males; with an average age of 24 years).  See Table 8.1 for a complete list of descriptive statistics.  
Procedure


Subjects were informed that the purpose of the experiment was to gather information about how consumers decide between different brand types.  A link to the online survey was posted on a class website which allowed subjects to complete the survey at a convenient time. The first page of the survey included an introduction and instructions requesting their brand choice in a series of product categories.  Subjects chose two product categories, from a list of four (watch, wallet, sunglasses and handbags) as if they were actually in the market for that type of product.  Therefore, there are two choice observations per individual.   

At the conclusion of the questionnaire, subjects were asked about their past purchase behavior and several demographics.  In addition, they were asked to indicate their level of agreement with statements about materialism, value consciousness, and status insecurity.  Lastly, subjects were asked to indicate which brand of watch, wallet, sunglasses, and purse (if applicable) they were currently using. 


	Table 8.1: Descriptive Statistics for Study 1
	 
	 

	
	
	
	
	
	

	
	
	% 
	
	
	

	Male
	
	41.0
	
	
	

	Female
	
	59.0
	
	
	

	
	
	
	
	
	

	Race
	
	
	
	
	

	
	
	
	
	
	

	Caucasian
	
	18.5
	
	
	

	African-American
	
	33.2
	
	
	

	Hispanic
	
	29.0
	
	
	

	Asian
	
	11.2
	
	
	

	Other
	
	8.2
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Independent Variables
	Mean
	
	
	

	
	
	
	
	
	

	Materialism
	
	3.61
	
	
	

	Value Consciousness
	5.15
	
	
	

	Status Insecurity
	
	3.35
	
	
	

	Cultural Events1
	
	1.33
	
	
	

	
	
	
	
	
	

	 
	 
	 
	 
	 
	 

	N=753
	
	
	
	
	

	1=Number of 5 cultural events subjects attended in past year. 
	
	


Measures
Materialism. The success dimension of materialism (alpha=.86) was measured using a six item scale previous established by Richins and Dawson (1992) that asks subjects to indicate their level of agreement to six statements by using a 7-point Likert scale (1=Strongly Disagree/7=Strongly Agree).  See Table 8.2 for a complete list of scale items and factor loadings.   

	Table 8.2: Materialism Scale Items and Factor Loadings

 

	
	
	
	
	

	
	
	Factor Loadings
	

	
	
	
	
	

	 I admire people who own expensive homes, cars, and clothes.
	
	.84
	

	I don’t place much emphasis on the amount of material objects people own as a sign of success.*
	
	.77
	

	Some of the most important achievements in life include acquiring material possessions.
	
	.65
	

	The things I own say a lot about how well I’m doing in life.
	
	.70
	

	 I like to own things that impress people.
	
	.77
	

	I don’t pay much attention to the material objects other people own.*
	 
	.85
	 

	
	
	
	

	*Note= These items were reversed coded
	
	
	


Cultural Level. Cultural level was measured by asking about the educational level of each subject’s parents.  In addition, subjects were asked about their own cultural participation.  Subjects were asked to indicate which of the following cultural events, if any, they had added in the past year: ballet, book release party, opera, theater, and classical music concert.  The total number of events was then used to create a composite score.  Variations of these scales have been used in several previous studies (Lamont and Lareau 1988; Kamijn and Kraaykamp 1996; Aschaffenburg and Maas 1997).
Status Insecurity. Status insecurity (alpha=.75) was measured using a previously established scale which asks subjects to indicate their level of agreement with three statements (Wyatt et al. 2008; Wu 2001):  “People are biased against me sometimes”, “Sometimes I have to work very hard just to prove that I am just as good as anyone else” and “Sometimes others view me as second class”. See Table 8.3 for scale items and factor loadings.
	Table 8.3: Status Insecurity Scale Items and Factor Loadings
	 

	
	
	
	
	

	
	
	 Factor Loadings
	

	
	
	
	
	

	People are biased against me sometimes
	
	.83
	

	
	
	
	
	

	Sometimes others view me as second class
	
	.82
	

	
	
	
	
	

	Sometimes I have to work very hard just to prove that I am just as good as anyone else
	
	.79
	

	 
	 
	 
	 
	 

	
	
	
	
	


Value Consciousness.  Value consciousness (Lichenstein, Netemeyer and Burton 1990) was measured using seven statements assessing the relative importance of quality to price when making product choices (alpha=.84).  Each item was measured using a 7-point scale ranging from Strongly Disagree to Strongly Agree. See Table 8.4 for a complete list of scale items and factor loadings.
	Table 8.4: Value Consciousness Scale Items and Factor Loadings
	 

	
	
	
	
	

	
	
	Factor Loadings
	

	
	
	
	
	

	 I am very concerned about low prices, but I am equally concerned with quality.
	
	.70
	

	 When shopping, I compare the prices of different brands to be sure I get the best value for the money.
	
	.82
	

	When purchasing a product, I always try to maximize the quality I get for the money I spend.
	
	.75
	

	When I buy products, I like to be sure that I am getting my money’s worth.
	
	.74
	

	I generally shop around for lower prices on products, but they still must meet certain quality requirements before I buy them.
	
	.80
	

	When I shop, I usually compare the “price per ounce” information for brands I normally buy.
	
	.57
	

	 I always check prices at different stores to be sure I get the best value for the money.
	
	.69
	

	 
	 
	 
	 
	 

	
	
	
	
	


Affordability.  Subjects were asked to rate the affordability of each brand choice on a 7-point scale ranging from Extremely Unaffordable to Extremely Affordable. In addition, two questions were used to assess the subject’s financial situation.  Subjects were asked for their household income category and Zip code. The median household income for each Zip code was obtained from the 2000 United States Census.  
After conducting the analysis with all three measures, only the subject’s rating of affordability was retained in the analyses. Upon inspecting the responses, it appeared as though many students were either unwilling or unable to indicate their household income category.        
Results of Study 1
The dependent variable, type of brand chosen, was measured in two ways: the brand selected in the experimental choice scenario and the brands currently being used by the subject.  First, in the choice experiment, each subject selected a hypothetical brand in two product categories.  On average, 24% of subjects chose the elite brand, 52% chose the non-elite brand, and 24% chose the counterfeit brand. See Table 8.5 for a cross tabulation of brand-type choice by product category.  
	Table 8.5: Proportion of Brand Type Chosen by Product Category

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	Watch
	Wallet
	Sun
	Purse
	Total
	

	
	
	
	
	
	
	
	

	Elite
	
	26.9
	20.4
	24.7
	25.0
	24.2
	

	Non-Elite
	
	44.7
	57.3
	55.0
	52.1
	52.3
	

	Counterfeit
	
	28.5
	22.4
	20.3
	22.9
	23.5
	

	 
	 
	 
	 
	 
	 
	 
	 

	N=753
	
	
	
	
	
	
	


Second, subjects were then asked to list the brands of watch, wallet, sunglasses and purse (if applicable) they were wearing at the time of the experiment.  The author then coded the brands as elite, non-elite, or counterfeit.  The proportion of each brand chosen was then averaged across product categories.  In general, 25% reported using an elite brand, 71% a non-elite brand, and 4% a counterfeit.  See Table 8.6 for a cross-tabulation of reported brand-types worn, by product category.  The results for the experimental choice will be discussed first, followed by the analyses of the brands subjects were actually wearing.  

	Table 8.6: Proportion of Brand Type Reported by Product Category

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	Watch
	Wallet
	Sun
	Purse
	Total
	

	
	
	
	
	
	
	
	

	Elite
	
	14.2
	24.5
	26.4
	35.2
	25.1
	

	Non-Elite
	
	83.5
	70.6
	68.5
	59.9
	70.6
	

	Counterfeit
	
	2.3
	4.9
	5.1
	4.9
	4.3
	

	 
	 
	 
	 
	 
	 
	 
	 

	N=753
	
	
	
	
	
	
	


Estimation Results for the Experimental Choice-Study 1 

In addition to the theoretical variables, several control variables were also included in the analyses: sex, age, product category, and whether the subject had previously purchased counterfeits. Materialism, status insecurity, and value consciousness were mean-centered for interpretability of the resulting coefficients (Echambadi and Hess 2007; Cronbach 1987). Table 8.7 reports the coefficients for brand choice in the mixed multinomial logit model.       
	Table 8.7: Results of Standard Multinomial Logit Model For Study 1

	
	
	Coefficient
	T-Statistic
	Sig.
	Odds Ratio

	
	
	
	
	
	

	Constant
	E-NE
	-.19
	-.41
	
	.83

	
	CF-NE
	-.63
	-1.25
	
	.53

	
	E-CF
	-.11
	-.19
	
	.89

	Functional Quality
	E-NE
	.00
	.00
	
	1.00

	
	CF-NE
	.00
	.00
	
	1.00

	
	E-CF
	.00
	.01
	
	1.00

	Theoretical Variables
	
	
	
	
	

	Cultural Participation
	E-NE
	-.12
	-2.1
	*
	.89

	
	CF-NE
	-.04
	-.74
	
	.96

	
	E-CF
	-.08
	-1.22
	
	.92

	Father's Education1
	E-NE
	.06
	.42
	
	1.06

	
	CF-NE
	-.15
	-.99
	
	.86

	
	E-CF
	.24
	1.31
	
	1.27

	Mother's Education1
	E-NE
	.02
	.91
	
	1.02

	
	CF-NE
	-.07
	-.40
	
	.93

	
	E-CF
	.12
	.61
	
	1.13

	Value Consciousness
	E-NE
	-.21
	-2.61
	**
	0.81

	
	CF-NE
	.15
	1.10
	
	1.16

	
	E-CF
	-.36
	-3.96
	***
	.70

	Materialism
	E-NE
	-.10
	-1.05
	
	.90

	
	CF-NE
	.22
	2.50
	**
	1.25

	
	E-CF
	-.32
	-2.94
	**
	.73

	Status Insecurity
	E-NE
	-.02
	.89
	
	.98

	
	CF-NE
	-.19
	1.96
	*
	.83

	
	E-CF
	.12
	2.28
	*
	1.13

	Status Insecurity x Materialism
	E-NE
	.00
	.06
	
	1.00

	
	CF-NE
	.00
	.04
	
	1.00

	
	E-CF
	.00
	.03
	
	1.00

	Value Consciousness x Materialism
	E-NE
	-.02
	-.58
	
	.98

	
	CF-NE
	.07
	1.51
	
	1.07

	
	E-CF
	-.10
	-1.79
	
	.90

	Cultural Participation x Materialism
	E-NE
	.04
	.87
	
	1.04

	
	CF-NE
	.03
	.58
	
	1.03

	
	E-CF
	.01
	.23
	
	1.01

	Control Variables
	
	
	
	
	

	Affordability
	E-CE
	.44
	3.59
	***
	1.55

	
	CF-NE
	.44
	3.59
	***
	1.55

	
	E-CF
	.44
	3.59
	***
	1.55

	Sex2
	E-NE
	.09
	.49
	
	1.09

	
	CF-NE
	.32
	1.86
	
	1.38

	
	E-CF
	-.19
	-.93
	
	0.83

	Previously purchased a counterfeit
	E-NE
	.67
	4.76
	**
	1.95

	
	CF-NE
	-.36
	-2.58
	***
	.70

	
	E-CF
	.99
	5.9
	***
	2.69

	Watch3
	E-NE
	.38
	1.75
	
	1.46

	
	CF-NE
	.67
	3.11
	
	1.95

	
	E-CF
	-.18
	-.69
	
	.84

	Sunglasses
	E-NE
	-.28
	-1.42
	
	.76

	
	CF-NE
	.07
	.33
	
	1.07

	
	E-CF
	-.23
	-.98
	
	.79

	Wallet
	E-NE
	-.31
	-1.26
	
	.73

	
	CF-NE
	.34
	1.41
	
	1.40

	
	E-CF
	-.54
	-1.81
	
	.58

	Log Likelihood
	 
	-1451.03
	 
	 
	 

	Note= ***p<.001, **p<.01, * p<.05
	
	
	
	
	

	Non-Elite Product has been Normalized
	
	
	
	
	

	10=< 4 year degree, 1=<4 yr degree or greater
	
	
	
	
	

	2 0=Male, 1=Female
	
	
	
	
	

	3 Purse is the reference category
	
	
	
	

	4 airport is reference category
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


The first hypothesis predicted that high cultural level would increase the probability of choosing a non-elite brand and decrease the probability that either an authentic elite brand or counterfeit is chosen.  Cultural level was measured in two ways: parent’s educational level or the number of cultural events the subject has attended in the last year (cultural participation).  Analyses were run on each of these measures.  Parents’ education was not a significant predictor of brand-type choice (p>.05).  However, cultural participation was significant when comparing the choice between the elite and non-elite brands (β=-.12, p<.05).  Specifically, for each additional cultural event a subject attended in the past year the odds of choosing the non-elite over the elite brand, increased by 12%.  Therefore H1 was partially supported.    

The second hypothesis predicted that status insecurity would be positively related to the probability of choosing an authentic or counterfeit elite brand and negatively related to the probability of choosing a non-elite brand.  A significant effect of status insecurity was found for two types of brand choices.  First, status insecurity was found to be a significant predictor when choosing between a counterfeit and non-elite brand     (β=-.19, p<.05).  As the status insecurity of an individual increases by 1 point on a 7-point scale, the odds that a counterfeit will be chosen over a non-elite-brand decreases by 19%.   Results also show a significant positive effect of status insecurity when choosing the authentic elite over the counterfeit brand (β= .12, p<.05).  As an individual’s score of status insecurity increases by 1 point on a seven point scale, the odds that he or she will choose an authentic elite over a counterfeit increases by 13%.  Status insecurity did not significantly influence the choice between the elite and non-elite brand, therefore H2 was partially supported.     


The third hypothesis predicts that the success dimension of materialism would be positively related to the odds of choosing an authentic or counterfeit elite brand and negatively related to the odds of choosing a non-elite brand. Results show that materialism significantly influences the choice between a non-elite brand and both types of brands from the elite category (authentic and counterfeit). Specifically, as one’s level of materialism increases by 1 point, the odds that he or she chooses the authentic elite brand increases by .38 (β=.01).  Similarly, the odds that he/she will choose the counterfeit product increase by .25 (β=.22, p<.01) over a non-elite brand.  Therefore, H3 is fully supported. 

The fourth, fifth and sixth hypotheses predicted a series of 2-way interactions: cultural level, status insecurity and value consciousness with materialism respectively.  Results show that all hypothesized interactions failed to reach significance at the .05 level.  Therefore H4-H6 were not supported.     

Additional results

As mentioned above, several control variables were included in the analyses.  The past purchase of a counterfeit was found to significantly influence the choice of all three brands.  Subjects who had previously purchased a counterfeit were almost twice as likely to choose a counterfeit over a non-elite brand (β=.67, p<.001) and 31% less likely to choose an elite over a non-elite brand (β=-.36, p<.01).  


Results produced no significant gender or age effects.  However, results did produce a significant effect of product category.  When comparing the choice between counterfeits and non-elite brands, subjects were less likely to purchase a counterfeit watch than a counterfeit handbag (β=-.67, p<.001).  

Affordability was also found to significantly influence brand-type choice. As the perceived affordability of the authentic elite good increased by 1 point, on 7-point scale, subjects were 1.5 times more likely to choose the authentic elite brand over both the non-elite and counterfeit options (β=.44, p<.001).  In other words, subjects were more likely to choose the types of brands they could afford over those they could not.    

While there were no hypotheses about the direct influence of value consciousness, post-hoc analyses revealed a significant effect.  As the level of value consciousness increases by 1 point, on a seven point scale, the odds of choosing an elite brand over a non-elite decreases by 20% (β=-.21, p<.01) and the odds of choosing an elite over a counterfeit decreases by 40% (β=-.36, p<.001).      
Estimation Results for Actual Brands Worn vs. Experimental Choice -Study 1


The purpose of this analysis was to determine whether the subject’s choices during the experiment differed from their choices in the “real world”.  In order to do this, the dependent variable of interest, brand-type choice, was also measured by asking subjects to list the brands they are wearing at the time of the experiment.  These brands were then coded, according to Nia and Zaichkowsky (2000), as being one of three brand types: 1) elite, 2) non-elite, or 3) counterfeit. To compare these brand choices to those made during the experiment, all of the data were combined and coded as: 0=real, 1=experiment.  I then created interaction terms with this new dummy variable (experiment) with each of the theoretical behavioral variables listed in the experimental choice model.  Interaction terms were created by multiplying each of the first-order variables in the previous section with the newly created dummy variable.  

I then estimated the model with and without the new interaction variables.  This resulted in a model comprised of sixteen additional parameters.  The same technique was used to analyze this mixed logit model as was used in the experimental analysis.  The comparative fit statistics were used to determine whether the inclusion of the additional interaction terms resulted in a better fitting model.  (See Table 8.8 for a list of coefficients and fit statistics).   

Using a likelihood ratio test, a χ2=264 with 16 degrees of freedom was calculated
.  This value exceeded the critical χ2 value of 26.30, suggesting that the choices made in the experimental settings differed from the brand-type choices made in actual retail settings or subjects misrepresented the brands they actually owned.  A significant main effect of experimental setting was found when choosing between an elite or non-elite brand (β=.44, p<.001) and between a counterfeit and non-elite brand (β=2.40, p<.001).  When choosing in an experimental setting, subjects were 1.5 times more likely to choose an elite brand over a non-elite brand, and 11 times more likely to choose a counterfeit over a non-elite brand.  

In addition to a main effect of experimental setting, two significant 2-way interactions were also found.  First, when deciding between a counterfeit and non-elite brand, the effect of cultural participation was found to be weaker when subjects were asked to choose in the experiment as opposed to the choices they had made in actual retail settings (β=-.18, p<.05). In contrast, when choosing between a counterfeit and non-elite brand, the effect of value consciousness was found to be greater in the choice experiment (β=.38, p<01).  

	Table 8.8:  Comparison of Multinomial Logit Model on Actual vs. Experimental Brand Choice-Study 1
	 
	 

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	Model 1
	
	
	
	Model 2
	

	
	
	
	
	
	Odds       Ratio
	
	
	
	
	Odds Ratio

	
	
	B
	S.E.
	Sig. 
	
	
	B
	S.E
	Sig. 
	

	Functional Quality
	     E-NE
	.03
	.01
	
	1.03
	     E-NE
	.03
	.02
	
	1.03

	
	CF-NE
	.03
	.01
	
	1.03
	CF-NE
	.03
	.02
	
	1.03

	constant
	E-NE
	-3.64
	.23
	***
	.03
	E-NE
	-3.64
	.24
	***
	.03

	
	CF-NE
	-3.64
	.23
	***
	.03
	CF-NE
	-3.64
	.24
	***
	.03

	cp
	E-NE
	-.15
	.04
	***
	.90
	E-NE
	.15
	.04
	***
	1.16

	
	CF-NE
	-.10
	.04
	*
	.86
	CF-NE
	.25
	.08
	***
	1.28

	mat
	E-NE
	.10
	.06
	
	1.11
	E-NE
	.07
	.07
	
	1.07

	
	CF-NE
	.05
	.07
	
	1.05
	CF-NE
	.06
	.14
	
	1.06

	si
	E-NE
	.06
	.04
	
	1.06
	E-NE
	.18
	.04
	***
	1.20

	
	CF-NE
	.13
	.03
	***
	1.14
	CF-NE
	.03
	.07
	
	1.03

	vc
	E-NE
	-.10
	.05
	*
	.90
	E-NE
	-.11
	.05
	*
	.90

	
	CF-NE
	.03
	.05
	***
	1.03
	CF-NE
	-.21
	.09
	*
	.81

	sixmat
	E-NE
	-.02
	.02
	
	.98
	E-NE
	-.02
	.03
	
	.98

	
	CF-NE
	-.02
	.03
	
	.98
	CF-NE
	-.02
	.05
	
	.98

	vcxmat
	E-NE
	.00
	.03
	
	1.00
	E-NE
	.02
	.03
	
	1.02

	
	CF-NE
	.05
	.04
	
	1.05
	CF-NE
	.00
	.07
	
	1.00

	cpxmat
	E-NE
	.04
	.03
	
	1.04
	E-NE
	.04
	.03
	
	1.04

	
	CF-NE
	.04
	.03
	
	1.04
	CF-NE
	.04
	.06
	
	1.04

	purfake
	E-NE
	.33
	.08
	***
	1.39
	E-NE
	.78
	.12
	***
	2.18

	
	CF-NE
	.73
	.11
	***
	2.08
	CF-NE
	-.32
	.08
	***
	.73

	Affordability
	E-NE
	.07
	.02
	
	1.07
	E-NE
	.00
	.06
	
	1.00

	
	CF-NE
	.07
	.02
	
	1.07
	CF-NE
	.00
	.06
	
	1.00

	sun
	E-NE
	.52
	.11
	***
	1.68
	E-NE
	.45
	.11
	***
	1.57

	
	CF-NE
	.38
	.15
	*
	1.46
	CF-NE
	.37
	.16
	*
	1.45

	wallet
	E-NE
	.41
	.12
	
	1.16
	E-NE
	.39
	.12
	***
	1.48

	
	CF-NE
	.15
	.16
	
	1.16
	CF-NE
	.40
	.17
	*
	1.49

	watch
	E-NE
	.96
	.12
	***
	2.61
	E-NE
	.86
	.12
	***
	2.36

	
	CF-NE
	.95
	.15
	***
	2.61
	CF-NE
	.73
	.16
	***
	2.08

	experiment
	
	
	
	
	
	E-NE
	.44
	.13
	***
	1.55

	
	
	
	
	
	
	CF-NE
	2.40
	.20
	***
	11.02

	cpxexp
	
	
	
	
	
	E-NE
	-.01
	.07
	
	.99

	
	
	
	
	
	
	CF-NE
	-.18
	.09
	*
	0.84

	matxexp
	
	
	
	
	
	E-NE
	.06
	.11
	
	1.06

	
	
	
	
	
	
	CF-NE
	-.07
	.16
	
	.93

	sixexp
	
	
	
	
	
	E-NE
	.12
	.07
	
	1.13

	
	
	
	
	
	
	CF-NE
	.11
	.09
	
	1.12

	sixmatxexp
	
	
	
	
	
	E-NE
	-.00
	.04
	
	1.00

	
	
	
	
	
	
	CF-NE
	-.00
	.06
	
	1.00

	vcxexp
	
	
	
	
	
	E-NE
	.05
	.07
	
	1.05

	
	
	
	
	
	
	CF-NE
	.34
	.11
	**
	1.40

	vcxmatxexp
	
	
	
	
	
	E-NE
	-.05
	.05
	
	.95

	
	
	
	
	
	
	CF-NE
	.07
	.08
	
	1.07

	cpxmatxexp
	
	
	
	
	
	E-NE
	.02
	.05
	
	1.02

	
	
	
	
	
	
	CF-NE
	.00
	.07
	
	1.00

	
	
	
	
	
	
	
	
	
	
	

	LL
	 
	 
	 
	 
	3100.62
	 
	 
	 
	 
	3132.04

	N=3864
	
	
	
	
	
	
	
	
	
	


Estimation of Nested Logit Models

Another objective of the present study is to determine the structure of decision making process consumers engage in when choosing brand-types.  When making decisions, many consumers sequence the features of each alternative, in order of importance, and make hierarchal decisions that resemble a decision tree (Kannan and Wright 1991).  These decision trees, also referred to a nested-choice models, are appropriate when the brand-type choices can be grouped into smaller subsets.  Recall the three possible decision processes--status oriented, economically oriented or authenticity oriented decision trees described in Chapter 7 (see Figure 2). 

In order to determine which of the decisions trees, if any, accurately describes the choice process used by subjects in the experiment I tested each of the possible decision trees according to the technique described by Train (2003).  Using this technique, a scaling parameter λ is calculated for the options in the smaller subsets to measure the correlation between those options.  For nesting to be appropriate, the correlation between unobserved components of the nested alternatives must be greater than 0, or the scaling parameter λ must be significantly different than 1 and fall between the range of 0-1.  

The only model that fulfills both of these requirements was the status oriented model seen in Figure 2 (t=12.36, p<.001). In this case, the scaling parameter indicates that consumers view the authentic and counterfeit goods as being more substitutable with each other than with the non-elite brand.  Therefore, the subjects in this study first decide on elite vs. non elite, then choose within the elite nest between an authentic or counterfeit elite version.  (See Table 8.9 for the results of the nested logit model).            
	Table 8.9:  Results from Estimation of Nested Logit Model for Study 1
	 
	 

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Model
	
	
	
	Scaling Parameter (λ)
	S.E. 
	T-stat
	Sig. 
	
	LL

	
	
	
	
	
	
	
	
	
	

	Status Oriented
	
	
	.18
	.07
	12.36
	***
	
	-1322.08

	
	
	
	
	
	
	
	
	
	

	Economic Oriented
	
	
	4.09
	1.61
	-1.92
	
	
	-1329.05

	
	
	
	
	
	
	
	
	
	

	Authenticity Oriented
	
	
	.63
	.20
	1.79
	
	
	-1340.83

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	N=1453
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


Study Two
Method


The second study was conducted in order to replicate study 1 with respondents from a non-student population.  The brand-type choice was estimated using the same multinomial logit model described in chapter 7 using data from adults recruited at an airport and department of public safety driver’s license station (DPS).                 
Sample


The theoretical model seen in see Figure 1 was tested using subjects from a local DPS station and an international airport in the same city.  Subjects completed the same questionnaire used in study 1.  In return for their participation, subjects were allowed to enter a drawing for two gift certificates.  Those interested in entering the drawing provided researchers with their contact information and were contacted at a later date.  

A total of 204 subjects (108 airport, 96 DPS station) completed the questionnaire.  Unlike the previous study, this sample was comprised of older subjects (mean=38 yrs.) with diverse educational backgrounds (55.9% reported having less than a 4-year degree, 22.5% had completed a Bachelor’s Degree and 20.5% had a graduate degree). See Table 8.10 for a complete list of descriptive statistics.         
Procedure

The procedure for study 2 was similar to that of study 1.  Subjects were approached by the field workers and asked to complete a questionnaire about shopping behavior.  The first page of the survey included an introduction and instructions requesting their brand-type choice in a series of product categories.  Subjects then viewed either three or four product categories depending on their gender: watch, wallet, sunglasses and purses  
	Table 8.10: Descriptive Statistics for Study 2
	 
	 

	
	
	
	
	
	

	Sex
	
	% 
	
	
	

	Male
	
	44.8
	
	
	

	Female
	
	55.2
	
	
	

	
	
	
	
	
	

	Location
	
	
	
	
	

	Airport
	
	53.2
	
	
	

	DPS Station
	
	46.8
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Race
	
	
	
	
	

	
	
	
	
	
	

	Caucasian
	
	48.3
	
	
	

	African-American
	
	30.8
	
	
	

	Hispanic
	
	14.9
	
	
	

	Asian
	
	4.0
	
	
	

	Other
	
	1.5
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Independent Variables
	Mean
	
	
	

	
	
	
	
	
	

	Materialism
	
	3.77
	
	
	

	Value Consciousness
	5.20
	
	
	

	Status Insecurity
	
	3.71
	
	
	

	Cultural Events1
	
	1.43
	
	
	

	
	
	
	
	
	

	Age
	
	38.3
	
	
	

	 
	 
	 
	 
	 
	 

	N=204
	
	
	
	
	

	1=Number of 6 cultural events subjects attended in past year. 
	
	


 (if female).  Subjects indicated their brand-type choice in each of the possible categories, as opposed to the first study which only allowed subjects to indicate a brand-type choice in two product categories. Therefore males subjects provided three and female four choice observations.  See Table 8.11 for a cross-tabulation of brand-type choice by product category. 

	Table 8.11: Proportion of Brand Type Chosen by Product Category

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	Watch
	Wallet
	Sun
	Purse
	Total
	

	
	
	
	
	
	
	
	

	Elite
	
	19.9
	24.9
	22.4
	19.6
	21.7
	

	Non-Elite
	
	57.7
	44.3
	49.3
	44.6
	49.0
	

	Counterfeit
	
	22.4
	30.8
	28.4
	35.7
	29.3
	

	 
	 
	 
	 
	 
	 
	 
	 

	N=204
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



Immediately following the product scenarios, subjects responded to questions regarding their past purchase behavior, demographics, levels of materialism, value consciousness, and status insecurity.  Lastly, subjects were asked to indicate which brand of watch, wallet, sunglasses, and purse (if applicable) they were currently using. These brands were coded into brand-types using the same procedure as described in study 1.  Table 8.12 provides summary statistics. 
	Table 8.12: Proportion of Brand Type Displayed by Product Category

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	Watch
	Wallet
	Sun
	Purse
	Total
	

	
	
	
	
	
	
	
	

	Elite
	
	19.6
	14.8
	19.2
	21.4
	18.75
	

	Non-Elite
	
	74.8
	79.3
	71.5
	70.9
	74.125
	

	Counterfeit
	
	5.5
	5.9
	9.3
	21.4
	10.525
	

	 
	 
	 
	 
	 
	 
	 
	 

	N=204
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Measures


The scales used to measure the independent variables of interest are identical to those used in study 1.  Reliability tests were performed on each of these scales with  Materialism (alpha=.84), Value Consciousness (alpha=.86), and Status Insecurity (alpha=.80).  See Tables 8.13-8.15 for a complete list of scale items and factor loadings.  

The dependent variable was again measured in two ways: a choice in an experiment and the brands subjects reported as currently wearing. I will first discuss the results of the choice experiment and then the results from the actual brands listed as being worn. 
Estimation Results for Choice Experiment- Study 2

All interval variables (materialism, status insecurity and value consciousness) were mean-centered. In addition, the same control variables were included in the analyses (sex, age, product category, and the past purchase of counterfeits) with the addition of a variable to control for the location of data collection.  See Table 8.16 for the resulting coefficients for the mixed logit model.  

Hypotheses 1a-1c predicted a positive relationship between cultural level and the probability of choosing a non-elite brand and a negative relationship between cultural level and the probability of choosing either an authentic or counterfeit elite brand.  Again, cultural level is composed of two measures: cultural participation and the educational background of the subject’s and his or her parents.  Cultural participation was found to significantly predict the choice between the counterfeit and a non-elite brand.  Specifically, as the number of cultural events an individual attended in the past year increases by 1, the odds of choosing a non-elite brand is 19% higher than the probability 
	Table 8.13: Materialism Scale Items and Factor Loadings
	 

	
	
	
	
	

	
	
	Factor Loadings
	

	
	
	
	
	

	 I admire people who own expensive homes, cars, and clothes.
	
	.68
	

	I don’t place much emphasis on the amount of material objects people own as a sign of success.*
	
	.77
	

	Some of the most important achievements in life include acquiring material possessions.
	
	.77
	

	The things I own say a lot about how well I’m doing in life.
	
	.79
	

	 I like to own things that impress people.
	
	.78
	

	I don’t pay much attention to the material objects other people own.*
	 
	.85
	 

	*Note= These items were reversed coded
	
	
	


	Table 8.14: Status Insecurity Scale Items and Factor Loadings

	
	
	
	
	

	
	
	 Factor Loadings
	

	
	
	
	
	

	People are biased against me sometimes
	
	.85
	

	
	
	
	
	

	Sometimes others view me as second class
	
	.87
	

	
	
	
	
	

	Sometimes I have to work very hard just to prove that I am just as good as anyone else
	
	.82
	

	 
	 
	 
	 
	 

	
	
	
	
	

	
	
	
	
	


	Table 8.15: Value Consciousness Scale Items and Factor Loadings

	
	
	
	

	
	
	Factor Loadings

	
	
	
	

	 I am very concerned about low prices, but I am equally concerned with quality.
	
	.71

	 When shopping, I compare the prices of different brands to be sure I get the best value for the money.
	
	.85

	When purchasing a product, I always try to maximize the quality I get for the money I spend.
	
	.65

	When I buy products, I like to be sure that I am getting my money’s worth.
	
	.65

	I generally shop around for lower prices on products, but they still must meet certain quality requirements before I buy them.
	
	.86

	When I shop, I usually compare the “price per ounce” information for brands I normally buy.
	
	.67

	 I always check prices at different stores to be sure I get the best value for the money.
	
	.76

	 
	 
	 
	 


	Table 8.16: Results of Standard Multinomial Logit Model For Study 2
	 

	
	
	Coefficient
	T-Statistic
	Sig.
	Odds Ratio
	

	
	
	
	
	
	
	

	Constant
	E-NE
	-1.16
	-1.56
	
	.31
	

	
	CF-NE
	-1.69
	-2.62
	**
	.19
	

	
	E-CF
	.07
	.08
	
	1.07
	

	Functional Quality
	E-NE
	-.13
	-2.63
	**
	.88
	

	
	CF-NE
	-.13
	-2.63
	**
	.88
	

	
	E-CF
	-.13
	-2.63
	**
	.88
	

	Theoretical Variables
	
	
	
	
	
	

	Cultural Participation
	E-NE
	.10
	1.20
	
	1.11
	

	
	CF-NE
	-.15
	-2.02
	*
	.86
	

	
	E-CF
	.25
	2.67
	**
	1.29
	

	Father's Education1
	E-NE
	1.40
	3.28
	***
	4.06
	

	
	CF-NE
	.10
	.23
	
	.91
	

	
	E-CF
	1.51
	3.12
	**
	4.53
	

	Mother's Education1
	E-NE
	-2.40
	-4.43
	***
	.09
	

	
	CF-NE
	-1.34
	-2.68
	**
	.26
	

	
	E-CF
	-.80
	-1.22
	
	.45
	

	 Education1
	E-NE
	.74
	2.01
	*
	2.10
	

	
	CF-NE
	.49
	1.46
	
	1.62
	

	
	E-CF
	.22
	0.51
	
	1.24
	

	Value Consciousness
	E-NE
	-1.01
	-6.56
	***
	.36
	

	
	CF-NE
	.10
	1.10
	
	1.11
	

	
	E-CF
	-1.14
	-6.73
	***
	.32
	

	Materialism
	E-NE
	.88
	5.66
	***
	2.41
	

	
	CF-NE
	.31
	2.80
	**
	1.36
	

	
	E-CF
	.57
	3.45
	***
	1.77
	

	Status Insecurity
	E-NE
	.25
	2.76
	***
	1.28
	

	
	CF-NE
	.05
	.98
	
	1.05
	

	
	E-CF
	.20
	1.96
	*
	1.22
	

	Status Insecurity x Materialism
	E-NE
	-.01
	-.16
	
	.99
	

	
	CF-NE
	.05
	1.11
	
	1.05
	

	
	E-CF
	-.05
	-.16
	
	.99
	

	Value Consciousness x Materialism
	E-NE
	-.10
	-1.43
	
	.90
	

	
	CF-NE
	.07
	.79
	
	1.07
	

	
	E-CF
	-.17
	-1.98
	*
	0.84
	

	Cultural Participation x Materialism
	E-NE
	-.05
	-1.00
	
	0.95
	

	
	CF-NE
	.01
	.13
	
	1.01
	

	
	E-CF
	-.06
	-1.05
	
	.94
	

	Control Variables
	
	
	
	
	
	

	Affordability
	E-NE
	.06
	.05
	
	1.06
	

	
	CF-NE
	.06
	.05
	
	1.06
	

	
	E-CF
	.06
	.05
	
	1.06
	

	Sex2
	E-NE
	.28
	.96
	
	1.32
	

	
	CF-NE
	.37
	1.64
	
	1.45
	

	
	E-CF
	-.05
	-.16
	
	0.95
	

	Previously purchased a counterfeit
	E-NE
	-.03
	-.12
	
	0.97
	

	
	CF-NE
	.74
	3.42
	***
	2.10
	

	
	E-CF
	-.72
	-2.42
	*
	0.49
	

	Watch3
	E-NE
	1.53
	2.82
	**
	4.62
	

	
	CF-NE
	-1.38
	-3.59
	***
	0.25
	

	
	E-CF
	.23
	.58
	
	1.26
	

	Sunglasses
	E-NE
	.52
	.87
	
	1.68
	

	
	CF-NE
	-.42
	-.69
	
	.66
	

	
	E-CF
	.90
	1.24
	
	2.46
	

	Wallet
	E-NE
	-.16
	-.45
	
	.85
	

	
	CF-NE
	-.32
	-1.08
	
	.72
	

	
	E-CF
	.16
	.58
	
	1.17
	

	Location4
	E-NE
	.34
	1.03
	
	1.40
	

	
	CF-NE
	.20
	.79
	
	1.22
	

	
	E-CF
	0.13
	.66
	
	1.14
	

	Log Likelihood
	 
	-505.96
	 
	 
	 
	 

	Note= ***p<.001, **p<.01, * p<.05
	
	
	
	
	
	

	Low Status Product has been Normalized
	
	
	
	
	

	10=< 4 year degree, 1=<4 yr degree or greater
	
	
	
	
	
	

	2 0=Male, 1=Female
	
	
	
	
	
	

	3 Purse is the reference category
	
	
	
	
	
	

	4 airport is reference category
	
	
	
	
	
	


of choosing a counterfeit (β=-.15, p<.05).  In addition, the number of cultural events was also found to significantly increase the odds of choosing an elite brand over a counterfeit (β=.25, p<.01).  


When analyzing the influence of education on type of brand chosen, the following relationships were found to be significant.  When choosing between an elite brand and a non-elite brand, both the subject’s level of education (β=.74, p<.05) and the education background of their parents were found to be significant (mother’s β=-2.40, p<.00), father’s (β=1.40, p<.001). Subjects with a 4 year degree or higher were found to be twice as likely to choose an elite brand over a non-elite brand.  The parents’ education was also found to influence brand-type choice.  For example, if a subject’s mother possessed a 4 year degree or higher the odds that he or she would choose an elite brand over a non-elite brand decreased by 11%.  In contrast, subjects whose fathers possessed a 4 year degree were 4 times more likely to choose an elite brand over a non-elite brand.  

Similar results were found when analyzing the choice between an authentic and counterfeit elite brand. Subjects were 4.5 times more likely to choose an authentic elite brand than a counterfeit when their fathers had received a 4 year degree or higher.  However, when choosing between a counterfeit and non-elite brand, subjects were ¼ as likely to choose a counterfeit over a non-elite brand when their mothers had completed a 4 year degree or higher. 

 In conclusion, the educational level of the subject’s mother was shown to support the hypothesized relationships while their father’s educational level supported the opposite relationships.  In contrast, cultural participation was not only found to be significant but also followed the hypothesized directions. Therefore, H1 was partially  supported.    
Hypotheses 2a-2c predicted positive relationships between status insecurity and the probability of choosing an authentic or counterfeit elite brand, and a negative relationship between status insecurity and the odds of choosing a non-elite brand.  A significant main effect of status insecurity was found when comparing the choice between the elite brand and both the non-elite and counterfeit option.  As an individual’s score of status insecurity increases by 1 point on a 7-point scale, the odds that he or she will choose an elite brand over a non-elite brand increases by 28% (β=.25, p<.001) the odds of choosing an elite brand over the counterfeit increases by 22% (β=.20, p<.05).  Therefore, H2 is fully supported.   
The third group of hypotheses (H3a-3c) predicted that as an individual’s level of materialism increases, so does the probability of choosing either an authentic or counterfeit brand while the probability of choosing a non-elite brand decreases.  Results show that materialism significantly predicted the choice of all three brand types.  As an individual’s score of materialism increases by 1 point, he or she is 2.4 times more likely to choose an elite brand over a non-elite brand (β=.88, p<.001) and 1.4 times more likely to choose a counterfeit over a non-elite brand (β=.31, p<.01).  In addition, higher levels of materialism also increased the odds of choosing an authentic elite brand over counterfeit by 77% (β=.57, p<.001).
The fourth group of hypotheses (4a-4b) predicted a two-way interaction between cultural level and materialism.  Results revealed that this interaction was not significant at the .05 level.  Therefore, H4 was not supported.  
The fifth group of hypotheses (5a-5b) predicted a two-way interaction between status insecurity and materialism on brand-type choice.  However, results show that this interaction was not significant at the .05 level. Therefore, H5 was not supported.

The sixth group of hypotheses (6a-6b) predicted a two-way interaction between value consciousness and materialism.  Results indicate a significant interaction effect when subjects chose between an authentic and counterfeit elite brand (β=-.17, p<.05).  This suggests that individuals with low value consciousness and high materialism are more likely to choose the authentic elite brand, as opposed to the counterfeit.  Therefore, H6 is supported. See Figure 8.4 for a graphical representation of this interaction.    
Figure 8.4: Graph of 2-way interaction between Materialism and Value Consciousness
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Additional results


Although no significant effects of gender, affordability or location were found, other control variables were found to be significant predictors of brand-type choice.  Subjects that had purchased a counterfeit in the past were twice as likely to purchase a counterfeit than either a non-elite brand or authentic elite brand.  
A significant main effect of value consciousness was found when comparing the choice between the elite brand and both the non-elite brand and counterfeit.  As the level of value consciousness increases by 1 point,  subjects were 2.7 times more likely to choose the non-elite brand over the elite brand (β=-1.01, p<.001) and 3.1 times more likely to choose the counterfeit over the elite brand (β=-1.14, p<.001).  

Post-hoc analyses also revealed that the product category significantly influenced brand-type choice.  Specifically, subjects were significantly less likely to purchase a counterfeit watch than a counterfeit purse.  In addition, subjects were 4.6 times more likely to purchase an elite brand of watch than a non-elite brand and 4 times more likely to choose a non-elite watch over a counterfeit. 
Estimation Results for Actual Brands Worn-Study 2

In order to compare choices made during the experiment to those made in actual consumption settings, analyses were also conducted on the brands subjects reported as wearing during the time of the experiment.  I followed the identical procedure described in Study 1 to create the interaction terms and compare the resulting models.    

     Using a likelihood ratio test, I compared the fit statistics from each model and calculated a χ2=45.44, with 16 degrees of freedom. This exceeded the critical χ2 of 26.30 suggesting that the influence of certain explanatory variables may differ according to whether the brand-type choices made in actual retail settings differed from the choices made during the experiment or that subjects misrepresented what they wearing at the time of the experiment. See Table 8.17 for comparison of experimental choices vs. actual choices.    


Specifically, three significant differences were found. First, a significant main effect of experimental setting revealed that, on average, subjects were 4% more likely to choose an elite brand in an experimental setting, as opposed to actual retail settings.    No significant main effect of experimental setting was found when comparing the choice between a non-elite and counterfeit.  
Second, results indicate a significant negative 2-way interaction between cultural participation and the dichotomous experiment variable (β=-.29, p<.000).  This suggests that, when deciding between an elite and non-elite brand, cultural participation is more influential when making decisions outside of the laboratory than when subjects choose within an experimental setting.  

Third, when subjects chose between a counterfeit and non-elite brand, results revealed a significant negative interaction between value consciousness and experimental setting (β=.22).  In other words, the effect of value consciousness is greater when making decision in actual retail settings.   
Estimation of Nested Logit Model-Study 2  

The nested logit models were analyzed using the same technique described in Study 1.  Each of the competing nested models were analyzed in order to determine which model, if any, accurately described the decision making process employed by subjects in this study.  Only the status-oriented model produced a scaling coefficient that was significantly different than 1.  Therefore, subjects decide on the type of brand they want to purchase (elite category or non-elite brand) then select either a counterfeit or authentic version of such brand.  (See Table 8.18 for the nested logit estimation results)

	Table 8.17:  Comparison of Multinomial Logit Model on Actual vs. Experimental Brand Choice 
	 
	 
	 

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	Model 1
	
	
	
	
	Model 2
	
	

	
	
	
	
	
	Odds       Ratio
	
	
	
	
	
	Odds Ratio
	

	
	
	B
	S.E.
	Sig. 
	
	
	
	B
	S.E
	Sig. 
	
	

	Affordability
	     E-NE
	.09
	.02
	***
	1.09
	
	E-NE
	  .11
	.03
	***
	1.12
	

	
	CF-NE
	.09
	.02
	***
	1.09
	
	CF-NE
	.11
	.03
	***
	1.12
	

	Functional Quality
	     E-NE
	-.07
	.02
	***
	.93
	
	  E-NE
	-.06
	.02
	***
	.94
	

	
	CF-NE
	-.07
	.02
	***
	.93
	
	CF-NE
	-.06
	.02
	***
	.94
	

	constant
	E-NE
	-1.34
	.27
	***
	.26
	
	E-NE
	2.48
	.53
	***
	11.99
	

	
	CF-NE
	-.85
	.20
	***
	.43
	
	CF-NE
	-.68
	.44
	
	.51
	

	Cultural Participation
	E-NE
	.08
	.04
	
	1.08
	
	E-NE
	.31
	.14
	*
	1.37
	

	
	CF-NE
	.12
	.03
	***
	1.13
	
	CF-NE
	.23
	.13
	
	1.26
	

	CP x Mat
	E-NE
	.03
	.03
	
	1.03
	
	E-NE
	-.04
	.09
	
	.97
	

	
	CF-NE
	.07
	.02
	***
	1.07
	
	CF-NE
	-.13
	.09
	
	.88
	

	Location
	E-NE
	.07
	.13
	
	1.07
	
	E-NE
	.09
	.14
	
	1.10
	

	
	CF-NE
	-.32
	.11
	**
	.73
	
	CF-NE
	-.29
	.11
	**
	.75
	

	Materialism
	E-NE
	.04
	.07
	
	1.04
	
	E-NE
	-.01
	.19
	
	.99
	

	
	CF-NE
	.00
	.06
	
	1.00
	
	CF-NE
	.46
	.25
	
	1.58
	

	Previously purchased a Fake
	E-NE
	1.51
	.14
	***
	4.52
	
	E-NE
	-1.26
	.48
	**
	.28
	

	
	CF-NE
	.43
	.11
	***
	1.54
	
	CF-NE
	-.52
	.48
	
	.59
	

	Status Insecurity
	E-NE
	.13
	.04
	***
	1.14
	
	E-NE
	.06
	.12
	
	1.06
	

	
	CF-NE
	.04
	.03
	
	1.04
	
	CF-NE
	.10
	.14
	
	1.10
	

	SI x Materialism
	E-NE
	.09
	.02
	***
	1.09
	
	E-NE
	-.02
	.07
	
	.98
	

	
	CF-NE
	.03
	.02
	
	1.03
	
	CF-NE
	.03
	.08
	
	1.03
	

	Sunglasses
	E-NE
	-1.28
	.17
	***
	.28
	
	E-NE
	.19
	.26
	
	1.21
	

	
	CF-NE
	-.53
	.14
	***
	.59
	
	CF-NE
	-.41
	.18
	*
	.66
	

	Value Consciousness
	E-NE
	-.31
	.11
	***
	.73
	
	E-NE
	-.15
	.21
	
	.86
	

	
	CF-NE
	-.46
	.06
	***
	.63
	
	CF-NE
	-.84
	.19
	***
	.43
	

	VC x Materialism
	E-NE
	-.11
	.04
	***
	.90
	
	E-NE
	.11
	.11
	
	1.12
	

	
	CF-NE
	-.3
	.03
	***
	.74
	
	CF-NE
	.03
	.12
	
	1.03
	

	Wallet
	E-NE
	-1.94
	.21
	***
	.14
	
	E-NE
	-.58
	.29
	*
	.56
	

	
	CF-NE
	-.86
	.15
	***
	.42
	
	CF-NE
	-.77
	.18
	***
	.46
	

	Watch
	E-NE
	-1.75
	.20
	***
	.17
	
	E-NE
	-.46
	.28
	
	.63
	

	
	CF-NE
	-.50
	.15
	***
	.61
	
	CF-NE
	-.38
	.18
	*
	.69
	

	Experiment
	
	
	
	
	
	
	E-NE
	-3.15
	.38
	***
	.04
	

	
	
	
	
	
	
	
	CF-NE
	-.19
	.24
	
	.83
	

	CP x Experiment
	
	
	
	
	
	
	E-NE
	-.29
	.10
	***
	.75
	

	
	
	
	
	
	
	
	CF-NE
	-.06
	.07
	
	.9
	

	Materialism x Experiment
	
	
	
	
	
	
	E-NE
	.04
	.12
	
	1.04
	

	
	
	
	
	
	
	
	CF-NE
	-.26
	.14
	
	.77
	

	SI x Experiment
	
	
	
	
	
	
	E-NE
	-.14
	.08
	
	.87
	

	
	
	
	
	
	
	
	CF-NE
	-.08
	.08
	
	.92
	

	SI x Mat x Exp
	
	
	
	
	
	
	E-NE
	.08
	.05
	
	1.08
	

	
	
	
	
	
	
	
	CF-NE
	-.03
	.05
	
	.97
	

	VC x Exp
	
	
	
	
	
	
	E-NE
	-.08
	.12
	
	.92
	

	
	
	
	
	
	
	
	CF-NE
	.22
	.11
	*
	1.25
	

	VC x Mat x Exp
	
	
	
	
	
	
	E-NE
	-.14
	.07
	
	.87
	

	
	
	
	
	
	
	
	CF-NE
	.15
	.09
	
	1.16
	

	CP x Mat x Exp
	
	
	
	
	
	
	E-NE
	.03
	.06
	
	1.03
	

	
	
	
	
	
	
	
	CF-NE
	.11
	.07
	
	1.12
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	LL
	 
	 
	 
	 
	1899
	 
	 
	 
	 
	 
	1921.72
	 

	N=1459
	
	
	
	
	
	
	
	
	
	
	
	


	Table 8.18:  Results from Estimation of Nested Logit Model for Study 2
	 
	 

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Model
	
	
	
	Scaling Parameter (λ)
	S.E. 
	T-stat
	Sig. 
	
	LL

	
	
	
	
	
	
	
	
	
	

	Status Oriented
	
	
	.05
	.09
	10.54
	***
	
	-498.84

	
	
	
	
	
	
	
	
	
	

	Economic Oriented
	
	
	5.81
	2.74
	-1.76
	
	
	-507.82

	
	
	
	
	
	
	
	
	
	

	Authenticity Oriented
	
	
	3.87
	1.75
	-1.63
	
	
	-506.78

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	N=716
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


Combining Studies 1 & 2
After performing both studies, the data were compared in order to determine whether the two populations exhibited statistically different behavior or could be pooled together. Although both samples viewed identical stimuli and answered identical questions, it should be noted that the studies differed in the following ways.  First, the survey was administered online in study 1, while study 2 was conducted by administering a paper survey.  In study 1, each subject provided choice data in two product categories, but subjects in study 2 provided data for either three (male) or four (female) product categories.  

To test for statistical differences between samples, a dummy variable was created to indicate whether the observation came from the student population (student=1) or the more general adult population.  This term was then interacted with each of the theoretical variables of interest to form a cross-product term.   The newly created interaction terms were added into the model.  The fit statistics (log-likelihood) were then used to perform a likelihood ratio test to determine if the additional interaction terms provided additional explanatory variables.  The observed χ2=20, does not exceed the critical value of χ2=26.30 with 16 degrees of freedom.  Therefore, given that the populations are not significantly different, pooling the data to test the theoretical hypotheses is appropriate (See Table 8.19 for a Comparison of the Logit Models for the Combined Samples) (See Table 8.20 for the Logit Model for the Combined Samples).  
Data from each study were therefore combined and analyzed using a multinomial logit model. Results will be discussed in the order of the derived hypotheses.  The first hypothesis predicted a relationship between cultural level and brand-type choice.  A significant negative main effect was found when choosing between an elite and non-elite (β=-.12, p<.01) and an authentic elite and counterfeit brand (β=.10, p<.05).  As an individual’s cultural participation increases by one event the odds that he or she will choose elite over a non-elite brand decreases by 11%. In contrast, individuals who attend one more cultural event per year increase the odds choosing an authentic elite brand over a counterfeit by 11%.  No significant effects of cultural participation were found when choosing between a counterfeit and non-elite brand. Therefore H1 was partially supported.

	Table 8.19:  Comparison of Multinomial Logit Model on Combined Samples  
	 
	 
	 

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	Model 1
	
	
	
	
	Model 2
	
	

	
	
	
	
	
	Odds       Ratio
	
	
	
	
	
	Odds Ratio
	

	
	
	B
	T-stat
	Sig. 
	
	
	
	B
	T-Stat
	Sig. 
	
	

	Functional Quality
	     E-NE
	-.02
	-1.26
	
	.98
	
	     E-NE
	-.01
	-.68
	
	.40
	

	
	CF-NE
	-.02
	-1.26
	
	.98
	
	CF-NE
	-.01
	-.68
	
	.40
	

	
	E-CF
	-.02
	-1.29
	
	.98
	
	E-CF
	-.01
	-.68
	
	.99
	

	constant
	E-NE
	-.17
	-.59
	
	.84
	
	E-NE
	-.92
	-2.64
	**
	.40
	

	
	CF-NE
	-.94
	-3.31
	***
	.39
	
	CF-NE
	-.92
	-2.64
	**
	.40
	

	
	E-CF
	.69
	2.10
	*
	1.99
	
	E-CF
	.06
	.15
	
	1.06
	

	Cultural Participation
	E-NE
	-.12
	-2.95
	**
	.89
	
	E-NE
	.11
	1.61
	
	1.12
	

	
	CF-NE
	-.02
	-.49
	
	.98
	
	CF-NE
	-.00
	-.08
	
	1.00
	

	
	E-CF
	-.10
	-2.09
	*
	.90
	
	E-CF
	.12
	1.65
	
	1.13
	

	Father's Education
	     E-NE
	-.12
	-.84
	
	1.30
	
	     E-NE
	.19
	1.39
	
	1.21
	

	
	CF-NE
	.26
	1.93
	
	1.30
	
	CF-NE
	-.11
	-.76
	
	.90
	

	
	E-CF
	.37
	2.33
	*
	1.45
	
	E-CF
	.29
	1.78
	
	1.34
	

	Mother's Education
	E-NE
	-.29
	-1.87
	
	.75
	
	E-NE
	-.20
	-1.36
	
	.82
	

	
	CF-NE
	-.24
	-1.68
	
	.79
	
	CF-NE
	-.26
	-1.69
	
	.77
	

	
	E-CF
	-.04
	-.18
	
	.96
	
	E-CF
	.08
	.46
	
	1.08
	

	Respondent's Education
	     E-NE
	.25
	1.00
	
	1.28
	
	     E-NE
	.42
	1.49
	
	1.52
	

	
	CF-NE
	-.24
	-.95
	
	.79
	
	CF-NE
	-.29
	-1.08
	
	.75
	

	
	E-CF
	.47
	1.56
	
	1.60
	
	E-CF
	.64
	1.96
	*
	1.90
	

	Materialism
	E-NE
	.37
	7.29
	***
	1.45
	
	E-NE
	.40
	7.20
	***
	1.49
	

	
	CF-NE
	.12
	2.50
	**
	1.13
	
	CF-NE
	.12
	1.97
	*
	1.13
	

	
	E-CF
	.25
	4.16
	***
	1.28
	
	E-CF
	.31
	4.82
	***
	1.36
	

	Status Insecurity
	E-NE
	.36
	3.37
	***
	1.43
	
	E-NE
	.06
	.92
	
	1.06
	

	
	CF-NE
	.22
	6.31
	***
	    1.25
	
	CF-NE
	-.02
	-.44
	
	.98
	

	
	E-CF
	.17
	2.17
	*
	.84
	
	E-CF
	.08
	1.09
	
	1.08
	

	Value Consciousness
	     E-NE
	.05
	.82
	
	1.05
	
	     E-NE
	-.47
	4.87
	***
	.63
	

	
	CF-NE
	-.33
	-5.76
	***
	.72
	
	CF-NE
	.02
	.21
	
	1.02
	

	
	E-CF
	-.38
	-6.47
	***
	.68
	
	E-CF
	-.50
	-4.63
	***
	.61
	

	CP x Materialism
	     E-NE
	.03
	1.37
	
	1.03
	
	     E-NE
	.03
	.89
	
	1.03
	

	
	CF-NE
	.07
	2.98
	***
	1.07
	
	CF-NE
	.07
	2.10
	*
	1.07
	

	
	E-CF
	-.04
	-1.56
	
	.96
	
	E-CF
	-.05
	-1.19
	
	.95
	

	VC x Materialism
	E-NE
	-.06
	-1.89
	
	.94
	
	E-NE
	-.09
	-1.72
	
	.91
	

	
	CF-NE
	.07
	.03
	*
	1.07
	
	CF-NE
	.04
	.85
	
	1.04
	

	
	E-CF
	-.13
	-3.25
	**
	.88
	
	E-CF
	-.14
	-2.19
	*
	.87
	

	SI x Materialism
	E-NE
	.03
	1.04
	
	1.03
	
	E-NE
	.03
	.83
	
	1.03
	

	
	CF-NE
	.02
	.02
	
	1.02
	
	CF-NE
	.05
	1.35
	
	1.05
	

	
	E-CF
	.00
	.29
	
	1.00
	
	E-CF
	-.01
	-.24
	
	.99
	

	Affordability
	E-NE
	.17
	7.67
	***
	1.18
	
	E-NE
	.15
	6.68
	***
	1.16
	

	
	CF-NE
	.17
	7.67
	***
	1.18
	
	CF-NE
	.15
	6.68
	***
	1.16
	

	
	E-CF
	.17
	7.67
	***
	1.18
	
	E-CF
	.15
	 6.68
	***
	1.16
	

	Previously purchased a fake
	E-NE
	-.30
	-2.51
	**
	.74
	
	E-NE
	-.28
	-2.32
	*
	.76
	

	
	CF-NE
	.73
	6.60
	***
	2.08
	
	CF-NE
	.77
	6.68
	
	2.16
	

	
	E-CF
	-1.03
	-7.56
	***
	.36
	
	E-CF
	-1.00
	-7.32
	***
	.37
	

	Sunglasses
	     E-NE
	-.15
	-1.01
	
	.86
	
	     E-NE
	-.12
	-.79
	
	.89
	

	
	CF-NE
	-.08
	-.54
	
	.92
	
	CF-NE
	-.01
	-.10
	
	.99
	

	
	E-CF
	-.03
	-.18
	
	.97
	
	E-CF
	-.07
	-.38
	
	.93
	

	Wallet
	     E-NE
	-.42
	-2.17
	*
	.66
	
	E-NE
	-.44
	-2.19
	*
	.64
	

	
	CF-NE
	-.00
	-.02
	
	1.00
	
	CF-NE
	.05
	.25
	
	1.05
	

	
	E-CF
	-.36
	-1.59
	
	.70
	
	E-CF
	-.43
	-1.89
	
	.65
	

	Watch
	     E-NE
	.36
	2.05
	*
	1.43
	
	     E-NE
	.38
	2.09
	*
	1.46
	

	
	CF-NE
	.41
	2.35
	*
	1.51
	
	CF-NE
	.50
	2.83
	**
	1.65
	

	
	E-CF
	-.02
	-.09
	
	.98
	
	E-CF
	-.08
	-.40
	
	.92
	

	Student Sample
	
	
	
	
	
	
	     E-NE
	.30
	1.44
	
	1.35
	

	
	
	
	
	
	
	
	CF-NE
	-.15
	-.79
	
	.86
	

	
	
	
	
	
	
	
	E-CF
	.57
	2.37
	*
	1.77
	

	CP x Sample
	
	
	
	
	
	
	     E-NE
	.01
	.09
	
	1.01
	

	
	
	
	
	
	
	
	CF-NE
	.05
	.60
	
	1.05
	

	
	
	
	
	
	
	
	E-CF
	-.06
	-.59
	
	.94
	

	Materialism x Sample
	
	
	
	
	
	
	     E-NE
	-.06
	-.64
	
	.94
	

	
	
	
	
	
	
	
	CF-NE
	.12
	1.47
	
	1.13
	

	
	
	
	
	
	
	
	E-CF
	-.19
	-1.89
	
	.83
	

	SI x Sample
	
	
	
	
	
	
	     E-NE
	-.08
	-1.00
	
	0.92
	

	
	
	
	
	
	
	
	CF-NE
	.09
	1.29
	
	1.09
	

	
	
	
	
	
	
	
	E-CF
	-.16
	-1.77
	
	0.85
	

	VC x Sample
	
	
	
	
	
	
	     E-NE
	.22
	2.03
	*
	1.25
	

	
	
	
	
	
	
	
	CF-NE
	.08
	.53
	
	1.08
	

	
	
	
	
	
	
	
	E-CF
	.16
	1.07
	
	1.17
	

	SI x Materialism x Sample
	
	
	
	
	
	
	     E-NE
	-.03
	-.57
	
	0.97
	

	
	
	
	
	
	
	
	CF-NE
	-.05
	-1.13
	
	0.95
	

	
	
	
	
	
	
	
	E-CF
	.02
	.35
	
	1.02
	

	VC x Materialism x  Sample
	
	
	
	
	
	
	     E-NE
	.06
	.95
	
	1.06
	

	
	
	
	
	
	
	
	CF-NE
	.04
	.57
	
	1.04
	

	
	
	
	
	
	
	
	E-CF
	.03
	.31
	
	1.03
	

	CP x Materialism x Sample
	
	
	
	
	
	
	     E-NE
	.00
	.10
	
	1.00
	

	
	
	
	
	
	
	
	CF-NE
	-.05
	-.92
	
	0.95
	

	
	
	
	
	
	
	
	E-CF
	.06
	.96
	
	1.06
	

	LL
	 
	 
	 
	 
	-2021
	 
	 
	 
	 
	 
	-2011
	 

	N=2174
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	


	Table 8.20: Results from Multinomial Logit on Combined Samples
	 

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	B
	T-stat
	Sig. 
	Odds Ratio
	

	Functional Quality
	     E-NE
	-.02
	-1.26
	
	.98
	

	
	CF-NE
	-.02
	-1.26
	
	.98
	

	
	E-CF
	-.02
	-1.29
	
	.98
	

	Constant
	E-NE
	-.17
	-.59
	
	.84
	

	
	CF-NE
	-.94
	-3.31
	***
	.39
	

	
	E-CF
	.69
	2.10
	*
	1.99
	

	Cultural Participation
	E-NE
	-.12
	-2.95
	**
	.89
	

	
	CF-NE
	-.02
	-.49
	
	.98
	

	
	E-CF
	.10
	2.09
	*
	1.11
	

	Father's Education1
	     E-NE
	-.12
	-.84
	
	.89
	

	
	CF-NE
	.26
	1.93
	
	1.30
	

	
	E-CF
	.37
	2.33
	*
	1.45
	

	Mother's Education
	E-NE
	-.29
	-1.87
	
	.75
	

	
	CF-NE
	-.24
	-1.68
	
	.79
	

	
	E-CF
	-.04
	-.18
	
	.96
	

	Respondent's Education
	     E-NE
	.25
	1.00
	
	1.28
	

	
	CF-NE
	-.24
	-.95
	
	.79
	

	
	E-CF
	.47
	1.56
	
	1.60
	

	Materialism
	E-NE
	.37
	7.29
	***
	1.45
	

	
	CF-NE
	.12
	2.50
	**
	1.13
	

	
	E-CF
	.25
	4.16
	***
	1.28
	

	Status Insecurity
	E-NE
	.36
	3.37
	***
	1.02
	

	
	CF-NE
	.22
	6.31
	***
	1.03
	

	
	E-CF
	.17
	2.17
	*
	1.14
	

	Value Consciousness
	     E-NE
	.05
	.82
	
	1.05
	

	
	CF-NE
	-.33
	-5.76
	***
	.72
	

	
	E-CF
	-.38
	-6.47
	***
	.68
	

	CP x Materialism
	     E-NE
	.03
	1.37
	
	1.03
	

	
	CF-NE
	.07
	2.98
	***
	1.07
	

	
	E-CF
	-.04
	-1.56
	
	.96
	

	VC x Materialism
	E-NE
	-.06
	-1.89
	
	.94
	

	
	CF-NE
	.07
	.03
	*
	1.07
	

	
	E-CF
	-.13
	-3.25
	**
	.88
	

	Status Insecurity x Materialism
	E-NE
	.03
	1.04
	
	1.03
	

	
	CF-NE
	.02
	.02
	
	1.02
	

	
	E-CF
	.00
	.29
	
	1.00
	

	Control Variables
	
	
	
	
	
	

	Affordability
	E-NE
	.17
	7.67
	***
	1.18
	

	
	CF-NE
	.17
	7.67
	***
	1.18
	

	
	E-CF
	.17
	7.67
	***
	1.18
	

	Previous Purchased 
	E-NE
	-.30
	-2.51
	**
	.74
	

	A Fake
	CF-NE
	.73
	6.60
	***
	2.08
	

	
	E-CF
	-1.03
	-7.56
	***
	.36
	

	Sunglasses2
	     E-NE
	-.15
	-1.01
	
	.86
	

	
	CF-NE
	-.08
	-.54
	
	.92
	

	
	E-CF
	-.03
	-.18
	
	.97
	

	Wallet
	     E-NE
	-.42
	-2.17
	*
	.66
	

	
	CF-NE
	-.00
	-.02
	
	1.00
	

	
	E-CF
	-.36
	-1.59
	
	.70
	

	Watch
	     E-NE
	-.36
	-2.05
	*
	.70
	

	
	CF-NE
	-.41
	-2.35
	*
	.66
	

	
	E-CF
	.05
	.09
	
	1.05
	

	
	
	
	
	
	
	

	LL
	
	
	
	-2021
	
	

	 
	 
	 
	 
	 
	 
	 

	N=2174
	
	
	
	
	
	

	1 0=less than a 4yr degree, 1=4yr degree or higher
	
	
	
	
	

	2 Purse is the reference category
	
	
	
	
	
	


The second group of hypotheses predicts a relationship between status insecurity and brand-type choice.  Status insecurity was found to have a significant positive effect 

on choosing both the authentic and counterfeit over the non-elite brand.  As an individual’s level of status insecurity increases by 1 point, on a 7-point scale, he or she is almost 1.5 times more likely to choose the authentic elite over the non-elite brand (β=.36, p<.001) and almost 1.25 times more likely to choose the counterfeit over the non-elite brand (β=.22, p<.001).  Status insecurity was also found to significantly influence the choice between the authentic and counterfeit brand (β=.17, p<.00l).  In other words, status insecure individuals preferred the authentic elite brand over both the counterfeit and non-elite brand.  Individuals with low levels of status insecurity preferred the non-elite brand over both the authentic elite and the counterfeit.  Therefore H2 is fully supported.

The third group of hypotheses described a direct effect of materialism on brand choice.  Results indicate that a significant main effect of materialism was found when comparing all three types of brands. As the level of materialism increases by 1 point, on a 7-point scale, subjects increased the odds of choosing an authentic elite over a non-elite brand by 45% (β=.37, p<.001) and were 13% more likely to choose a counterfeit over a non-elite brand (β=.12, p<.01).  An increase in materialism also increased the odds of choosing an authentic elite over a counterfeit by 28% (β=.25, p<.001). H3 was fully supported.  
The fourth hypothesis predicted a two-way interaction between cultural level and materialism.  Results indicate a significant positive interaction when subjects chose between the counterfeit and non-elite product (β=.07, p<001).  Specifically, subjects with low levels of materialism and low cultural levels are more likely to choose the counterfeit product than those with high levels of cultural level and low levels of materialism.  No significant interaction effects were found for the other two brand-type choices. Hypothesis 4 is partially supported.  See Figure 8.5 for graphical representation of this two-way interaction.   
The fifth group of hypotheses predicted a two-way interaction between status insecurity and materialism.  This interaction failed to reach significance for any of the brand-type choices, therefore H5 was not supported. 
The sixth hypothesis predicted a two-way interaction between value consciousness and materialism.  Results show a significant negative interaction when subjects chose between an authentic and counterfeit brand (β=-13, p<.01). When choosing between a counterfeit and non-elite brand, results also show a positive interaction (β=.07, p<.05).  Therefore, H6 is supported. See Figure 8.6 and 8.7 for graphs of each of these interactions.     
Figure 5:  Graph of 2-way interaction of Cultural Level and Materialism
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Figure 6:  Graph of 2-way Interaction between Value Consciousness and Materialism
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Figure 7: Graph of 2-way Interaction between Value Consciousness and Materialism
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Additional Results

Although the following relationships were not hypothesized a priori, post-hoc analyses reveal several significant findings.  Subjects that had reported purchasing a counterfeit in the past were twice as likely to choose a counterfeit over a non-elite brand (β=.73, p<.001).  Also, the past purchase of a counterfeit decreased the odds of choosing an authentic elite over a non-elite brand by .26 (β=-.30, p<.01), and decreased the odds of choosing an authentic elite over a counterfeit by .64 (β=-1.03, p<.001).  In other words, those who had purchased a counterfeit in the past were more likely to choose the counterfeit again, as opposed to choosing one of the other brand-types.  
Value consciousness was also found to significantly influence brand-type choice.  A significant negative main effect of value consciousness was found when choosing between the non-elite and counterfeit (β=-.33, p<.001), and the authentic elite and counterfeit (β=-.38 p<.01). As value consciousness increases by 1 point, on a 7-point scale, the odds of choosing the counterfeit over the non-elite brand decreases by 28%. Similarly, as value consciousness increases by 1 point, the odds of choosing the elite over the counterfeit decreases by 32%.  
In addition to the behavioral variables discussed above, product category also significantly impacted brand-type choice.  Subjects were significantly less likely to purchase a counterfeit watch than a counterfeit handbag (β=-.41, p<.05). Similarly, subjects were also significantly less likely to purchase an elite watch, when compared to a non-elite brand (β=-.36, p<.05).  
Affordability significantly affected brand-type choice when comparing all three options.  A significant positive effect was found when subjects chose between an elite and non-elite brand (β=.17, p<.001) and between a counterfeit and non-elite (β=.17, p<.001).  As the perceived affordability of each of these options increased by one point, on a 7-point scale, the odds that both the authentic and counterfeit would be chosen over the non-elite brand increased by 18%.  A significant positive effect was found when choosing between an authentic and counterfeit brand (β=.24, p<.001).  As the affordability of the elite brand increases by 1 point, the odds that an individual will chose the authentic elite over the counterfeit brand increases by 18%.   
Estimation of Nested Choice Model on Combined Samples

The nested choice models were analyzed using the same technique described in both of the previous studies.  Each of the competing nested models were analyzed separately in order to determine the model that accurately describes the decision making process employed by subjects in combined samples.  As expected, only the status-oriented model produced a scaling coefficient that was significantly different than 1.  This provides further support that subjects decide on the type of brand they want to purchase (elite category or non-elite brand) then select either a counterfeit or authentic version of such brand. (See Table 8.21 for the Estimation of the Nested Logit Model for the Combined Samples).
	Table 8.21:  Results from Estimation of Nested Logit Model for Combined Samples

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Model
	
	
	
	Scaling Parameter (λ)
	S.E. 
	T-stat
	Sig. 
	
	LL

	
	
	
	
	
	
	
	
	
	

	Status Oriented
	
	
	.51
	.10
	5.10
	***
	
	-1975.05

	
	
	
	
	
	
	
	
	
	

	Economic Oriented
	
	
	5.75
	2.74
	-1.59
	
	
	-2083.41

	
	
	
	
	
	
	
	
	
	

	Authenticity Oriented
	
	
	2.45
	2.10
	-1.17
	
	
	-2078.71

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	N=2174
	
	
	
	
	
	
	
	
	


Additional Results


As demonstrated by the previous section, consumers engage in a two-step process when choosing among brand-types. First, individuals choose between the non-elite and elite category of brands and then choose between the authentic and counterfeit brand.   In other words, in the minds of consumers, the authentic and counterfeit elite brand-types are categorized together.  Therefore, additional analyses were conducted to determine if the theoretical variables could predict the choice between the non-elite and elite category of brands. 


A logit model was used to estimate the coefficients associated with choosing between the two categories of brands (0=Non-Elite, 1=Elite Category).  All variables were mean-centered prior to the analysis. The results from these analyses will be discussed in the order of the derived hypotheses.  See Table 22 for Results from Estimation of Status-Oriented Choice Model on the Combined Sample.  

    The first group of hypotheses predicted a relationship between cultural participation and brand choice.  As predicted, cultural participation was found to have a significant negative relationship with choosing the elite category (β=-.19, p<.05).  As the number of cultural events that an individual attends in a year increases by 1, the odds that he or she will choose a brand from the elite category decreases by .17.  

Cultural level was also measured by the educational level of the respondent and their parents.  Although the father’s level of education was not found to be significant, both the mother’s and the respondent’s own level of education were significant.  The mother’s level of education was found to negatively impact the probability of choosing the elite category (β=-2.43, p<.001).  In other words, respondents whose mothers have completed at least a four year degree were less likely to choose an elite-like brand than those who did not.  Although educational level was expected to be negatively related to the propensity to choose a brand-type from the elite category (either the authentic or counterfeit), results show that the respondent’s educational level has a significant positive relationship (β=.98, p<.05).  Respondents who have completed a 4-year degree or higher are 2.6 times more likely to choose a brand-type from the elite category than those who have completed less than a 4-year degree.  Therefore H1 is partially supported.


The second group of hypotheses discussed the influence of status insecurity on brand-category choice.  Results show that status insecurity has a significant positive influence on the choice between brand categories (β=.59, p<.001).  As the level of status insecurity increases by 1 point, on a 7-point scale, an individual is 1.8 times more likely to choose a brand-type from the elite category than the non-elite category.  Therefore, H2 is supported. 

The next group of hypotheses predicted a positive relationship between materialism and the odds of choosing a brand-type from the elite category.  As predicted, Table 8.22 shows a significant positive relationship between these two variables (β=.69, p<.001).  As an individual’s level of materialism increases by 1 point, on a 7-point scale, he or she is twice as likely to choose a brand-type from the elite category as opposed to the non-elite brand-type.  Therefore, H3 is supported. 
Hypotheses 4-6 predict two-way interactions with materialism and each of the following variables: cultural level, status insecurity, and value consciousness.  Results show that each of these two-way interactions failed to reach significance at the .05 level.  Therefore, H4-6 were not supported.  
In addition to the theoretical variables, several control variables were included in the analysis.  No significant effects of age, gender, affordability were found.  Product category was found to significantly influence the category of brand chosen.  Respondents were significantly more likely to choose the elite category of purses than the elite category of watches (β=-1.82, p<.001).  In addition, participants that had purchased a counterfeit in the past were significantly more likely to choose a brand-type from the elite category than those who had not purchased a counterfeit (β=.56, p<1.76).    

	Table 8.22: Results from Estimation of Status-Oriented Choice Model on Combined Sample1

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	B
	S.E.
	T-Stat.
	Sig.
	Odds Ratio
	

	
	
	
	
	
	
	

	constant
	-1.39
	.82
	-1.69
	
	.25
	

	
	
	
	
	
	
	

	Theoretical Variables
	
	
	
	
	
	

	
	
	
	
	
	
	

	Cultural Participation
	-.19
	.09
	-2.10
	*
	.83
	

	Father's Education2
	.61
	.56
	1.09
	
	1.84
	

	Mother's Education2
	-2.43
	.68
	-3.57
	***
	.09
	

	Respondent's Education2
	.98
	.44
	2.22
	*
	2.66
	

	Materialism
	.69
	.19
	3.66
	***
	2.00
	

	Status Insecurity
	.59
	.15
	3.90
	***
	1.80
	

	Value Consciousness
	-.38
	.20
	-1.84
	
	.69
	

	Previously Purchased a Fake
	.56
	.28
	2.04
	*
	1.76
	

	SI X Mat
	.06
	.06
	1.03
	
	1.06
	

	VC x Mat
	-.36
	.23
	-1.57
	
	.70
	

	CP x Mat
	-.15
	.16
	-.89
	
	.86
	

	
	
	
	
	
	
	

	Control Variables
	
	
	
	
	
	

	Affordability
	.05
	.06
	.75
	
	1.05
	

	Functional Quality
	-.51
	.18
	-2.90
	***
	.60
	

	Sex3
	.49
	.28
	1.72
	
	1.63
	

	Age
	-.07
	.04
	-1.64
	
	.93
	

	Location4
	2.40
	1.30
	1.85
	
	11.07
	

	Wallet5
	-.30
	.36
	-.83
	
	.74
	

	Watch5
	-1.82
	.50
	-3.63
	***
	.16
	

	Sunglasses5
	-.30
	.72
	-.42
	
	.74
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	LL
	 
	1538.86
	 
	 
	 
	 

	N=2174
	
	
	
	
	
	

	Note= ***p<.001, **p<.01, *p<.05
	
	
	
	
	

	1 0=Non-Elite, 1=Elite Category
	
	
	
	
	
	

	2 0=less than 4 yr. degree, 1=4 yr. degree or greater
	
	
	
	
	

	3 0=Male, 1=Female
	
	
	
	
	
	

	4 0=DPS Station, 1=Airport
	
	
	
	
	
	

	5 Purse is reference category
	
	
	
	
	
	


Chapter 9
Limitations, Future Research and Conclusions
Limitations 

Although steps were taken to increase its external validity, this study is not without limitations.  First, as with many experiments, subjects were asked to make brand choices in environments that are dissimilar to a typical retail setting.  Unlike a retail environment, subjects were not able to fully examine (ex. Visual inspection, touching, etc.) the products before choosing.  As a result, subjects may have been reluctant to choose a brand because the quality of each brand was unknown.  Thus, one limitation might be the manner in which the stimuli were presented.  However, many consumers choose to purchase both authentic and counterfeit luxury brands via the internet and/or through product catalogs.  In both of these purchase methods, product quality may also be difficult to be determined. 

Another limitation of this research may be the location in which the data were collected.  Purchase decisions made in a DPS station parking lot or airport waiting area may not necessarily be similar to decisions made in a normal retail setting.  In addition to being an artificial environment, many distractions may have been present during the experiment which interfered with the subject’s ability to complete the questionnaire.  However, all incomplete questionnaires were discarded.  Therefore, only the subjects able to complete the entire questionnaire were retained in the analysis.

Future Research
The results of these studies prompt the consideration of several areas for future research.  For example, this dissertation only examines one type of brand imitation--counterfeits or replicas.  As mentioned previously, brand imitations actually occur along a spectrum that includes private label brands and knockoffs.  In the future, this model may be extended in order to gain insight into the motivations for purchasing these and other types of imitations.

Another area for future research involves investigating the social welfare implications of status consumption and counterfeits.  As status-oriented consumers strive to increase their consumption of elite brands, the financial consequences of such behavior must also be examined. Is the propensity to choose elite branded products, authentic or counterfeit, related to such undesirable behaviors as credit card debt, filing bankruptcy, etc.?   This information is crucial for marketers concerned with the “dark side” of consumer behavior (Mick 1996; Belk 1995).  
Conclusions

Our analyses generated several interesting findings.  As expected, cultural level was found to significantly influence choice behavior.  In general, individuals with higher levels of education and attendance at cultural events preferred the non-elite over the elite category of goods.  This finding is consistent with both the Theory of Distinction (Bourdieu 1984), and previous studies dealing with cultural levels and consumption (Holt 1998).  These results suggest that individuals choosing to pursue status through education and cultural eliteness may shun elite goods in order to distinguish themselves from those with lower status.  
The influence of status insecurity on brand choice also has important implications for marketers.  As expected, individuals that are insecure about their social status preferred the prestige associated with the authentic and counterfeit elite brand over the non-elite brand.  Although status-insecure individuals attempt to capitalize on the social benefits conferred by elite brands (authentic or counterfeit), our findings also suggest they recognize a possible social risk to using counterfeits. When comparing elite brands, individuals with greater insecurity preferred the authentic over the counterfeit.  One possible explanation is that extremely status insecure individuals, while seeking status, do not want to risk being associated with a lower class--specifically those who are unable to afford the “real” thing.  Therefore, advertising campaigns which focus on the social consequences of such behavior may be an effective method to thwart the demand of for counterfeits.      
This paper extends the literature on status consumption by examining the factors influencing the selection and rejection of elite brands and their counterfeits.  Although previous studies have provided useful insight into this phenomenon, the analysis used in this research was unique in many ways.  For example, previous studies on the purchase of counterfeits have done less to place the behavior in a larger sociological framework. 

This is also the first paper to simultaneously estimate the brand choice in a nested logit model, an approach providing valuable insight into the decision process employed by consumers when entering the marketplace.  Consistent with the theme of this paper, our findings suggest that consumers engage in a status-oriented hierarchical decision process when choosing among brands. In other words, consumers first consider the social cachet of a brand before either economic or functional attributes.  
Although previous research on status consumption assumed that only a subset of consumers are status-oriented, our findings suggest that all consumers consider the prestige of a brand when making choices, although the prestige level they discern may either attract or repel them.  This fact could have serious implications for marketers when launching a new product or brand.  For example, when making decisions regarding pricing, distribution and promotion, marketers should consider how these attributes affect the prestige of the brand.  As our results suggest, consumers often make their initial decisions based on the status of a brand’s image as opposed to the price and/or quality of the product.   Therefore, in order to be placed in a consumer’s consideration set, marketers should try to clearly develop their brand image as being either elite or non-elite.  Their buyers, it appears, are not just purchasing goods; they are purchasing the impressions they wish to make on others.   

Appendix A:
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Appendix B:

Instructions:  When people go shopping they are often faced with the difficult decision of choosing among several brands of products. While some people prefer more expensive brands, others may prefer imitations.  Counterfeits, or replicas, are products which are identical in appearance to expensive designer brands but are priced much lower. Marketers are often interested in how purchase decisions are made and the factors that influence such decisions.  Please read the following paragraph and answer the questions that follow.  Read each question carefully and answer as honestly as possible.  

Remember, we are looking for your opinions.  There are no wrong answers.  
Also, your answers will never be associated with your name or in any way identified with you.  
What is your gender? (Click on one)

Male 


Female
Please indicate two of the following product categories you would be likely to purchase something in.  

Men’s





Women’s
Watches                       ​​​_______              
Watches                       ​​​_______              

Wallets

    _______
            Wallets

    _______

Sunglasses

    _______

Sunglasses

    _______







Handbags

    _______

Please look at each category and choose one product. Please click on the product that you would be likely to purchase if you were in the market for that particular item.  If a specific brand is listed, assume you would have a choice of styles for the item specified like those found in particular department store.  
You must choose one product in each category.  

Men’s Watches
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       TAG Heuer
     
         Fossil  


Replica TAG Heuer

          $1800


          $120


            $120

         ______                              _______

           

_______

Please explain why you chose that particular product over the other two options.

Given your current financial situation, how affordable is the product you have chosen?

1

 2
          3
     4

 5

 6

7

Extremely







                 Extremely 

Affordable




              

              Unaffordable
Men’s Wallets
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          Ralph Lauren 
       Kenneth Cole                  Replica Ralph Lauren

   
      $160


  $45



     $45

    _______

         ________


   _________

Please explain why you chose that particular product over the other two options. 

Given your current financial situation, how affordable is the product you have chosen?

1

 2
          3
     4

 5

 6

7

Extremely







                 Extremely 

Affordable




              

              Unaffordable
Men’s Sunglasses
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       Polo Ralph Lauren

  Fossil 

      Replica  Polo

            $200



   $40



  $40

          ______                               _______

    _______

Please explain why you chose that particular product over the other two options. 

Given your current financial situation, how affordable is the product you have chosen?

1

 2
          3
     4

 5

 6

7

Extremely







                 Extremely 

Affordable




              

              Unaffordable
Women’s Watches:
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TAG Heuer

              Fossil

      Replica TAG Heuer 

              $1300


     $95


       $95

            ______


   ______
                          ______

Please explain why you chose that particular product over the other two options. 

Given your current financial situation, how affordable is the product you have chosen?

1

 2
          3
     4

 5

 6

7

Extremely







                 Extremely 

Affordable




              

              Unaffordable
Women’s Sunglasses
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       Chanel 


       Steve Madden
                 Replica Chanel


         $295


             $65  



$65 

       ________                               _______                         _______

Please explain why you chose that particular product over the other two options. 

Given your current financial situation, how affordable is the product you have chosen?

1

 2
          3
     4

 5

 6

7

Extremely







                 Extremely 

Affordable




              

              Unaffordable
Women’s Wallets
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       Coach

         Guess Brand 

   Replica Coach

   
        $200


    $40



$40


    _______


_________

        ________

Please explain why you chose that particular product over the other two options. 

Given you current financial situation, how affordable is the product you have chosen?

1

 2
          3
     4

 5

 6

7

Extremely







                 Extremely 

Affordable




              

              Unaffordable
 Handbags:
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     Luis Vuitton 


   Guess

Replica Luis Vuitton 

         $1000



     $85


    $85





       ______



 _______


______


Please explain why you chose that particular product over the other two options. 

Given your current financial situation, how affordable is the product you have chosen?

1

 2
          3
     4

 5

 6

7

Extremely







                 Extremely 

Affordable




              

              Unaffordable
As stated earlier, counterfeit products, also referred to as imitations or replicas, display the name of a more expensive brand they are falsely imitating.  These products are often priced much lower than the original item.  These do not include products such as private label brands and/or generic products. We now have a few questions about your shopping behavior in the past. Please click on the appropriate response to the following questions.

Have you ever knowingly purchased a counterfeit product?               Yes        No

Have you purchased a counterfeit product in the last two years?         Yes      No

If so, please list all of the counterfeit products you have purchased in the last two years, including the type of product and brand name.  For example, if you purchased a fake Rolex you would list it as it appears below

Product



Brand 

Ex.      Watch




Rolex   

Now we would like to ask you a few questions about your background and hobbies.  Your answers will be kept strictly confidential.

1)  Please indicate which of the following events you have attended in the last year 

                                         Yes
           No

	An art exhibit

	
	

	A NASCAR race
	
	

	Classical music concert
	
	

	Rock/Alternative concert
	
	

	Book release party
	
	

	A ballet
	
	

	A theatrical performance
	
	

	CD release party
	
	

	Rodeo

An opera
	
	


Now we have a few questions about your background and current situation.  These questions are used to compare your answers to those from people from similar backgrounds.  

2) What is your father’s highest level of education?

a. Some High School

b. Graduated from High School or GED

c. Some College (no degree or certificate)

d. Vocational or Technical Certificate

e. Associate’s Degree

f. Bachelor’s Degree

g. Master’s Degree

h. Doctorate 

3) What is your mother’s highest level of education?

a. Some High School

b. Graduated from High School or GED

c. Some College (no degree or certificate)

d. Vocational or Technical Certificate

e. Associate’s Degree

f. Bachelor’s Degree

g. Master’s Degree

h. Doctorate 

Thinking back to when you were in high school, please answer the following questions about your family situation 

4) What was your father’s occupation?_______________________________

5) What was your mother’s occupation?______________________________

Now here are a few questions regarding your current situation

6)  What is your current occupation?  ___________________

7)  What is your Zip Code?                 ____________

8) In what year were you born?         ____________

9) What is your approximate current annual household income?                 

a. Under 45,000

b. 45,000-74,999

c. 75,000-99,999

d. Over 100,000

10)   What is your race or ethnicity?

a.   Hispanic

b .  White (Non-Hispanic)

c.  Black or African-American

d.  Asian 

e. Other (please specify) ________________________
Now, please read the following statements.  Click on a number between 1 to 7 to indicate how well each statement describes you personally  

12. I don’t place much emphasis on the amount of material objects people own as a sign of success. 

1

 2
          3
     4

 5

 6

7

Strongly 







                 Strongly

Disagree








       Agree

13. Some of the most important achievements in life include acquiring material possessions.

1

 2
          3
     4

 5

 6

7

Strongly 







                 Strongly

Disagree








       Agree

14. The things I own say a lot about how well I’m doing in life.

1

 2
          3
     4

 5

 6

7

Strongly 







                 Strongly

Disagree








       Agree

15. I like to own things that impress people.

1

 2
          3
     4

 5

 6

7

Strongly 







                 Strongly

Disagree








       Agree

16. I don’t pay much attention to the material objects other people own.

1

 2
          3
     4

 5

 6

7

Strongly 







                 Strongly

Disagree








       Agree

17.  I am very concerned about low prices, but I am equally concerned with quality.

1

 2
          3
     4

 5

 6

7

Strongly 







                 Strongly

Disagree








       Agree

18. When shopping, I compare the prices of different brands to be sure I get the best value for the money.

1

 2
          3
     4

 5

 6

7

Strongly 







                 Strongly

Disagree








       Agree

19. When purchasing a product, I always try to maximize the quality I get for the money I spend.

1

 2
          3
     4

 5

 6

7

Strongly 







                 Strongly

Disagree








       Agree

20. When I buy products, I like to be sure that I am getting my money’s worth.

1

 2
          3
     4

 5

 6

7

Strongly 







                 Strongly

Disagree








       Agree

21. I generally shop around for lower prices on products, but they still must meet certain quality requirements before I buy them.

1

 2
          3
     4

 5

 6

7

Strongly 







                 Strongly

Disagree








       Agree

22. When I shop, I usually compare the “price per ounce” information for brands I normally buy.

1

 2
          3
     4

 5

 6

7

Strongly 







                 Strongly

Disagree








       Agree

23. I always check prices at different stores to be sure I get the best value for the money.

1

 2
          3
     4

 5

 6

7

Strongly 







                 Strongly

Disagree








       Agree

24. Sometimes I have to work very hard just to prove that I am just as good as anyone else.

1

 2
          3
     4

 5

 6

7

Strongly 







                 Strongly

Disagree








       Agree

25. People are biased against people like me sometimes

1

 2
          3
     4

 5

 6

7

Strongly 







                 Strongly

Disagree








       Agree

26.  Sometimes others view me as second class.

1

 2
          3
     4

 5

 6

7

Strongly 







                 Strongly

Disagree








       Agree

Finally we would like to ask you a few questions about the brands of clothing you are currently wearing. Again, your answers will be kept completely anonymous and confidential.

If applicable, what is the brand name of the purse you are currently carrying?____________________ If you don’t know, please type DK.  

If applicable, what brand of sunglasses are you currently wearing?________________ 
If you don’t know, please type DK.  

If applicable, what is brand of watch you are currently wearing?__________________

If you don’t know, please type DK.  

Thank you so much for your time

Appendix C: Gauss Code for Experimental Choice-Study 1
new , 10000;

screen on;

@ output file=nestout1.txt reset; @

nobs = 1458;

nalt = 3;

nchoice=2;

@ number of choice specific variables in var1 @

nind=16;

@ number of individual specific variables, including constant @

load dat[1458,60]=C:\combinedmean2.asc;

depid=dat[.,1];

@ nobs x 1 vector indicating alternative chosen for each observation @

/* Creates nobs x nalt matrix of dummies indicating alternative choice for each observation */

/* See line-by-line annotation in Job1 code */

depm=zeros(nobs,nalt);

n=1;

do while n .le nobs;

    j=1;

    do while j .le nalt;

    if depid[n,1] .eq j; depm[n,j]=1; endif;

    j=j+1;

    endo;

n=n+1;

endo;

qual=dat[.,2:4];

@ Creates a nobs x nalt matrix of quality in rows 2-4 @

auth=dat[.,5:7];

@ Creates a nobs x 1 vector of authenticity in rows 5-7 @

aff=dat[.,8:10]; 

@ Creates a nobs x nalt matrix of affordability@

affxvc=dat[.,11:13]; 

@ Creates a nobs x 1 vector of affordability by VC @

affxauth=dat[.,14:16]; 

@ Creates a nobs x 1 vector of affordability by Auth @

qxvc=dat[.,17:19]; 

@ Creates a nobs x 1 vector of quality by VC @

qxaff=dat[.,20:22]; 

@ Creates a nobs x 1 vector of affordability by quality @

auth3way=dat[.,23:25]; 

@ Creates a nobs x 1 vector of  auth 3 way interaction @

qual3way=dat[.,26:28]; 

@ Creates a nobs x 1 vector of  qual 3 way @

cp=dat[.,29];

@ IND Creates a nobs x 1 vector of household income @

age=dat[.,30];

@ IND Creates a nobs x 1 vector of household income @

vc=dat[.,31];

@ IND Creates a nobs x 1 vector @

mat=dat[.,32];

@ IND Creates a nobs x 1 vector of household income @

si=dat[.,33];

@ IND Creates a nobs x 1 vector of household income @

sc=dat[.,34];

@ IND Creates a nobs x 1 vector of household income @

purfake=dat[.,35];

@ IND Creates a nobs x 1 vector of household income @

income=dat[.,36];

@ IND Creates a nobs x 1 vector of household income @

sixmat=dat[.,37];

@ IND Creates a nobs x 1 vector of household income @

sixsc=dat[.,38];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t si and mat @

vcxmat=dat[.,39];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t vc and mat @

scxvc=dat[.,40];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

cpxmat=dat[.,41];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

fhs=dat[.,42];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

f2yr=dat[.,43];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

fsome=dat[.,44];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

fba=dat[.,45];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

fgrad=dat[.,46];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

mhs=dat[.,47];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

m2yr=dat[.,48];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

msome=dat[.,49];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

mba=dat[.,50];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

mgrad=dat[.,51];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

sex=dat[.,52];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

watch=dat[.,53];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

sun=dat[.,54];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

wallet=dat[.,55];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

purse=dat[.,56];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

fathnot=dat[.,57];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

fathadv=dat[.,58];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

mothnot=dat[.,59];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

mothadv=dat[.,60];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

/* Create matrix of explanatory variables */

/* With nobs*nalt rows and one column for each variable */

qual=reshape(qual,nobs*nalt,1);

auth=reshape(auth,nobs*nalt,1);

aff=reshape(aff,nobs*nalt,1);

affxvc=reshape(affxvc,nobs*nalt,1);

affxauth=reshape(affxauth,nobs*nalt,1);

qxvc=reshape(qxvc,nobs*nalt,1);

qxaff=reshape(qxaff,nobs*nalt,1);

auth3way=reshape(auth3way,nobs*nalt,1);

qual3way=reshape(qual3way,nobs*nalt,1);

var1=affxauth~auth3way;

@Choice specific variables nobs*nalt x number of choice specific variables@

constant=ones(nobs,1);

@ Creating constant with nobs x nalt by 1 @

var2=constant~cp~age~vc~sc~si~purfake~sixsc~vcxmat~cpxmat~sex~watch~sun~wallet~fathadv~mothadv;

@ Puts all of the columns above into a nobs*nalt x k matrix @

nl=0;

@ 1 indications nested logit, 0 indicates standard logit @

nest1={1,3};

nest2={2};

@ This program can accomodate only two nests @

@ Put alterative numbers in the desired nests @

/* Starting values */

/* Coefficient for each variable plus log-sum coefficient if nl=1 */

b={0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0};

@ the number of elements in the b vector should be nchoice + nind*2 for std logit @

@ the number of elements in the b vector should be nchoice + nind*2 + 1 for nested @

@ Starting values for coefficients, initially start at 0, each ind level variable needs 2 0s @

@ if standard logit was chosen, one starting value for each variable at 0 (7) @

@ if nested logit was chosen, one for each variable plus one for a log-sum coefficient @

@ The log-sum coefficient is a measure of the degree of independence in unobserved utility @

@ among alternatives in a nest. It can be estimated independently for each nest or be @

@ restricted to be the same for both nests as done here. @

@ for nested logit, use estimates from a standard logit for starting values and set the @

@ starting value for the log-sum coefficient to 1 @

xmat=ones(nobs,1); 

@ To use in maxlik @

library maxlik,pgraph;

#include maxlik.ext; 

maxset;

_max_GradTol=0.001;

_max_MaxIters=1000;

_max_Algorithm=2; 

{beta,f,g,cov,ret}=maxlik(xmat,0,&ll,b);

call maxprt(beta,f,g,cov,ret);

/* Log-Likelihood routine for nested logit with two nests */

proc ll(b,x);

@ Calls above maxlik procedure @

@ Uses globals vars,depm,nobs,nalt,nest1,nest2,nl @

local ev, p, c, s, ev1, ev2, num, evind;

if nl .eq 1;

@ Checks to see if nested logit chosen above @

c=b[1:nchoice+nind,1]|zeros(nind,1)|b[nchoice+nind+1:rows(b)-1,1];

    @ if nested logit, c is a k x 1 vector of first k rows of b @

    s=b[rows(b),1];

    @ if nested logit, creates scalar of last row of b @

    else;

    c=b[1:nchoice+nind,1]|zeros(nind,1)|b[nchoice+nind+1:rows(b),1];

    @ if standard logit, c is the k x 1 vector b @

    s=1;

    @ if standard logit, s is the scalar 1 @

    endif;

ev=var1*c[1:nchoice,1];

@ choice specific utilities only-incomplete @

ev=reshape(ev,nobs,nalt);

@ ev is now a nobs x nalt matrix @

evind=var2*c[nchoice+1:nchoice+nind,1]~var2*c[nchoice+nind+1:nchoice+nind*2,1]~var2*c[nchoice+nind*2+1:nchoice+nind*3,1];

@ nobs x nalt utilities of individual specific variables per choice @

ev=exp((ev+evind)/s);

@ ev is a nobs*nalt x 1 vector of utilities, where each element has been scaled by s @

ev1=sumc(ev[.,nest1]');

@ ev1 is a nobs x 1 vector of the summed utilities for the alternatives in nest 1 for each observation @

ev2=sumc(ev[.,nest2]');

@ ev2 is a nobs x 1 vector of the summed utilities for the alternatives in nest 2 for each observation @

num=ev1.*sumc(depm[.,nest1]') + ev2.*sumc(depm[.,nest2]');

@ num is a nobs x 1 vector @

@ sumc(depm[.,nest1]') just checks to see if the actual choice for each observation came from nest 1, @

@ resulting in a nobs x 1 vector of 1 if yes and  0 if no for each observation @

@ Premultiplying this result by ev1 results in a nobs x 1 vector of summed utilities of all alts in nest, @

@ if the actual alternative chosen was in that nest, otherwise the entry is 0 @

@ likewise for sumc(depm[.,nest2]') for nest 2 @

@ Summing the two parts results in a nobs x 1 vector of summed utilities from the alternatives in the nest @

@ from which the actual choice was made @

p=sumc((ev .* depm)').* (num .^ (s-1)) ./ ((ev1.^s)+(ev2.^s));

@ sumc((ev .* depm)') produces a nobs x 1 vector of the utility of the alternative actually chosen @

@ (num .^ (s-1)) raises the values to the power of the log-sum coefficient minus 1 if nested logit @

@ if standard logit, num is raised to 0, making num a vector of 1's @

@ sumc((ev .* depm)').* (num .^ (s-1)) is then a scaled nobs x 1 vector if nested logit, @

@ and unscaled if standard logit @

@ The last term, ((ev1.^s)+(ev2.^s)), normalizes the preceeding terms to create probabilities. @

@ Adding ev1 and ev2 represents the total utility across all alternatives, not just nests @

retp(ln(p));

endp;

Appendix D: Gauss Code for Comparing Actual vs. Experimental Choices-Study 1

new , 10000;

screen on;

@ output file=nestout1.txt reset; @

nobs = 3864;

nalt = 3;

nchoice=2;

@ number of choice specific variables in var1 @

nind=10;

@ number of individual specific variables, including constant @

load dat[3864,51]=C:\studentcombined.asc;

depid=dat[.,1];

@ nobs x 1 vector indicating alternative chosen for each observation @

/* Creates nobs x nalt matrix of dummies indicating alternative choice for each observation */

/* See line-by-line annotation in Job1 code */

depm=zeros(nobs,nalt);

n=1;

do while n .le nobs;

    j=1;

    do while j .le nalt;

    if depid[n,1] .eq j; depm[n,j]=1; endif;

    j=j+1;

    endo;

n=n+1;

endo;

auth=dat[.,2:4];

@ Creates a nobs x nalt matrix of quality in rows 2-4 @

aff=dat[.,5:7];

@ Creates a nobs x 1 vector of authenticity in rows 5-7 @

authxaff=dat[.,8:10]; 

aff3way=dat[.,11:13];

cp=dat[.,14];

age=dat[.,15];

race=dat[.,16];

vc=dat[.,17];

mat=dat[.,18];

si=dat[.,19];

sc=dat[.,20];

purfake=dat[.,21];

income=dat[.,22]; 

sixmat=dat[.,23];

sixsc=dat[.,24];

vcxmat=dat[.,25];

@ IND Creates a nobs x 1 vector of household income @

scxvc=dat[.,26];

cpxmat=dat[.,27];

purse=dat[.,28];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

watch=dat[.,29];

wallet=dat[.,30];

sun=dat[.,31];

fhs=dat[.,32];

f2yr=dat[.,33];

fsome=dat[.,34];

fba=dat[.,35];

fgrad=dat[.,36];

mhs=dat[.,37];

m2yr=dat[.,38];

msome=dat[.,39];

mba=dat[.,40];

mgrad=dat[.,41];

sex=dat[.,42];

experi=dat[.,43];

cpe=dat[.,44];

mate=dat[.,45];

sie=dat[.,46];

vce=dat[.,47];

sce=dat[.,48];

sixmate=dat[.,49];

cpxmate=dat[.,50];

vcxmate=dat[.,51];

/* Create matrix of explanatory variables */

/* With nobs*nalt rows and one column for each variable */

auth=reshape(auth,nobs*nalt,1);

aff=reshape(aff,nobs*nalt,1);

authxaff=reshape(authxaff,nobs*nalt,1);

aff3way=reshape(aff3way,nobs*nalt,1);

var1=authxaff~aff3way;

@Choice specific variables nobs*nalt x number of choice specific variables@

constant=ones(nobs,1);

@ Creating constant with nobs x nalt by 1 @

var2=constant~cp~vc~si~sc~mat~sixmat~vcxmat~cpxmat~purfake;

@ Puts all of the columns above into a nobs*nalt x k matrix @

nl=0;

@ 1 indications nested logit, 0 indicates standard logit @

nest1={2,3};

nest2={1};

@ This program can accomodate only two nests @

@ Put alterative numbers in the desired nests @

/* Starting values */

/* Coefficient for each variable plus log-sum coefficient if nl=1 */

b={0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0};

@ the number of elements in the b vector should be nchoice + nind*2 for std logit @

@ the number of elements in the b vector should be nchoice + nind*2 + 1 for nested @

@ Starting values for coefficients, initially start at 0, each ind level variable needs 2 0s @

@ if standard logit was chosen, one starting value for each variable at 0 (7) @

@ if nested logit was chosen, one for each variable plus one for a log-sum coefficient @

@ The log-sum coefficient is a measure of the degree of independence in unobserved utility @

@ among alternatives in a nest. It can be estimated independently for each nest or be @

@ restricted to be the same for both nests as done here. @

@ for nested logit, use estimates from a standard logit for starting values and set the @

@ starting value for the log-sum coefficient to 1 @

xmat=ones(nobs,1); 

@ To use in maxlik @

library maxlik,pgraph;

#include maxlik.ext; 

maxset;

_max_GradTol=0.001;

_max_MaxIters=1500;

_max_Algorithm=2; 

{beta,f,g,cov,ret}=maxlik(xmat,0,&ll,b);

call maxprt(beta,f,g,cov,ret);

/* Log-Likelihood routine for nested logit with two nests */

proc ll(b,x);

@ Calls above maxlik procedure @

@ Uses globals vars,depm,nobs,nalt,nest1,nest2,nl @

local ev, p, c, s, ev1, ev2, num, evind;

if nl .eq 1;

@ Checks to see if nested logit chosen above @

c=b[1:nchoice+nind,1]|zeros(nind,1)|b[nchoice+nind+1:rows(b)-1,1];

    @ if nested logit, c is a k x 1 vector of first k rows of b @

    s=b[rows(b),1];

    @ if nested logit, creates scalar of last row of b @

    else;

    c=b[1:nchoice+nind,1]|zeros(nind,1)|b[nchoice+nind+1:rows(b),1];

    @ if standard logit, c is the k x 1 vector b @

    s=1;

    @ if standard logit, s is the scalar 1 @

    endif;

ev=var1*c[1:nchoice,1];

@ choice specific utilities only-incomplete @

ev=reshape(ev,nobs,nalt);

@ ev is now a nobs x nalt matrix @

evind=var2*c[nchoice+1:nchoice+nind,1]~var2*c[nchoice+nind+1:nchoice+nind*2,1]~var2*c[nchoice+nind*2+1:nchoice+nind*3,1];

@ nobs x nalt utilities of individual specific variables per choice @

ev=exp((ev+evind)/s);

@ ev is a nobs*nalt x 1 vector of utilities, where each element has been scaled by s @

ev1=sumc(ev[.,nest1]');

@ ev1 is a nobs x 1 vector of the summed utilities for the alternatives in nest 1 for each observation @

ev2=sumc(ev[.,nest2]');

@ ev2 is a nobs x 1 vector of the summed utilities for the alternatives in nest 2 for each observation @

num=ev1.*sumc(depm[.,nest1]') + ev2.*sumc(depm[.,nest2]');

@ num is a nobs x 1 vector @

@ sumc(depm[.,nest1]') just checks to see if the actual choice for each observation came from nest 1, @

@ resulting in a nobs x 1 vector of 1 if yes and  0 if no for each observation @

@ Premultiplying this result by ev1 results in a nobs x 1 vector of summed utilities of all alts in nest, @

@ if the actual alternative chosen was in that nest, otherwise the entry is 0 @

@ likewise for sumc(depm[.,nest2]') for nest 2 @

@ Summing the two parts results in a nobs x 1 vector of summed utilities from the alternatives in the nest @

@ from which the actual choice was made @

p=sumc((ev .* depm)').* (num .^ (s-1)) ./ ((ev1.^s)+(ev2.^s));

@ sumc((ev .* depm)') produces a nobs x 1 vector of the utility of the alternative actually chosen @

@ (num .^ (s-1)) raises the values to the power of the log-sum coefficient minus 1 if nested logit @

@ if standard logit, num is raised to 0, making num a vector of 1's @

@ sumc((ev .* depm)').* (num .^ (s-1)) is then a scaled nobs x 1 vector if nested logit, @

@ and unscaled if standard logit @

@ The last term, ((ev1.^s)+(ev2.^s)), normalizes the preceeding terms to create probabilities. @

@ Adding ev1 and ev2 represents the total utility across all alternatives, not just nests @

retp(ln(p));

endp;

Appendix E: Gauss Code for Experimental Choice-Study 2

new , 10000;

screen on;

@ output file=nestout1.txt reset; @

nobs = 716;

nalt = 3;

nchoice=2;

@ number of choice specific variables in var1 @

nind=19;

@ number of individual specific variables, including constant @

load dat[716,57]=C:\genpopchoice2.asc;

depid=dat[.,1];

@ nobs x 1 vector indicating alternative chosen for each observation @

/* Creates nobs x nalt matrix of dummies indicating alternative choice for each observation */

/* See line-by-line annotation in Job1 code */

depm=zeros(nobs,nalt);

n=1;

do while n .le nobs;

    j=1;

    do while j .le nalt;

    if depid[n,1] .eq j; depm[n,j]=1; endif;

    j=j+1;

    endo;

n=n+1;

endo;

qual=dat[.,2:4];

@ Creates a nobs x nalt matrix of quality in rows 2-4 @

auth=dat[.,5:7];

@ Creates a nobs x 1 vector of authenticity in rows 5-7 @

aff=dat[.,8:10]; 

@ Creates a nobs x nalt matrix of affordability@

affxvc=dat[.,11:13]; 

@ Creates a nobs x 1 vector of affordability by VC @

affxauth=dat[.,14:16]; 

@ Creates a nobs x 1 vector of affordability by Auth @

qxvc=dat[.,17:19]; 

@ Creates a nobs x 1 vector of quality by VC @

qxaff=dat[.,20:22]; 

@ Creates a nobs x 1 vector of affordability by quality @

auth3way=dat[.,23:25]; 

@ Creates a nobs x 1 vector of  auth 3 way interaction @

cp=dat[.,26];

@ IND Creates a nobs x 1 vector of household income @

age=dat[.,27];

@ IND Creates a nobs x 1 vector of household income @

vc=dat[.,28];

@ IND Creates a nobs x 1 vector @

mat=dat[.,29];

@ IND Creates a nobs x 1 vector of household income @

si=dat[.,30];

@ IND Creates a nobs x 1 vector of household income @

sc=dat[.,31];

@ IND Creates a nobs x 1 vector of household income @

purfake=dat[.,32];

@ IND Creates a nobs x 1 vector of household income @

income=dat[.,33];

@ IND Creates a nobs x 1 vector of household income @

sixmat=dat[.,34];

@ IND Creates a nobs x 1 vector of household income @

vcxmat=dat[.,35];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t vc and mat @

scxmat=dat[.,36];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

cpxmat=dat[.,37];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

fadv=dat[.,38];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

madv=dat[.,39];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

adved=dat[.,40];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

fathless=dat[.,41];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

mothless=dat[.,42];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

edless=dat[.,43];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

fsome=dat[.,44];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

msome=dat[.,45];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

edsome=dat[.,46];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

fgrad=dat[.,47];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

mgrad=dat[.,48];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

edgrad=dat[.,49];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

sex=dat[.,50];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

black=dat[.,51];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

hisp=dat[.,52];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

asian=dat[.,53];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

other=dat[.,54];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

race=dat[.,55];

yrs=dat[.,56];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

loc=dat[.,57];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

/* Create matrix of explanatory variables */

/* With nobs*nalt rows and one column for each variable */

qual=reshape(qual,nobs*nalt,1);

auth=reshape(auth,nobs*nalt,1);

aff=reshape(aff,nobs*nalt,1);

affxvc=reshape(affxvc,nobs*nalt,1);

affxauth=reshape(affxauth,nobs*nalt,1);

qxvc=reshape(qxvc,nobs*nalt,1);

qxaff=reshape(qxaff,nobs*nalt,1);

auth3way=reshape(auth3way,nobs*nalt,1);

var1=affxauth~auth3way;

@Choice specific variables nobs*nalt x number of choice specific variables@

constant=ones(nobs,1);

@ Creating constant with nobs x nalt by 1 @

var2=constant~cp~age~vc~mat~si~sc~purfake~sixmat~vcxmat~cpxmat~sex~fgrad~mgrad~edgrad~loc~wallet~watch~sun;

@ Puts all of the columns above into a nobs*nalt x k matrix @

nl=0;

@ 1 indications nested logit, 0 indicates standard logit @

nest1={2,3};

nest2={1};

@ This program can accomodate only two nests @

@ Put alterative numbers in the desired nests @

/* Starting values */

/* Coefficient for each variable plus log-sum coefficient if nl=1 */

b={0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0};

@ the number of elements in the b vector should be nchoice + nind*2 for std logit @

@ the number of elements in the b vector should be nchoice + nind*2 + 1 for nested @

@ Starting values for coefficients, initially start at 0, each ind level variable needs 2 0s @

@ if standard logit was chosen, one starting value for each variable at 0 (7) @

@ if nested logit was chosen, one for each variable plus one for a log-sum coefficient @

@ The log-sum coefficient is a measure of the degree of independence in unobserved utility @

@ among alternatives in a nest. It can be estimated independently for each nest or be @

@ restricted to be the same for both nests as done here. @

@ for nested logit, use estimates from a standard logit for starting values and set the @

@ starting value for the log-sum coefficient to 1 @

xmat=ones(nobs,1); 

@ To use in maxlik @

library maxlik,pgraph;

#include maxlik.ext; 

maxset;

_max_GradTol=0.001;

_max_MaxIters=1500;

_max_Algorithm=2; 

{beta,f,g,cov,ret}=maxlik(xmat,0,&ll,b);

call maxprt(beta,f,g,cov,ret);

/* Log-Likelihood routine for nested logit with two nests */

proc ll(b,x);

@ Calls above maxlik procedure @

@ Uses globals vars,depm,nobs,nalt,nest1,nest2,nl @

local ev, p, c, s, ev1, ev2, num, evind;

if nl .eq 1;

@ Checks to see if nested logit chosen above @

c=b[1:nchoice+nind,1]|zeros(nind,1)|b[nchoice+nind+1:rows(b)-1,1];

    @ if nested logit, c is a k x 1 vector of first k rows of b @

    s=b[rows(b),1];

    @ if nested logit, creates scalar of last row of b @

    else;

    c=b[1:nchoice+nind,1]|zeros(nind,1)|b[nchoice+nind+1:rows(b),1];

    @ if standard logit, c is the k x 1 vector b @

    s=1;

    @ if standard logit, s is the scalar 1 @

    endif;

ev=var1*c[1:nchoice,1];

@ choice specific utilities only-incomplete @

ev=reshape(ev,nobs,nalt);

@ ev is now a nobs x nalt matrix @

evind=var2*c[nchoice+1:nchoice+nind,1]~var2*c[nchoice+nind+1:nchoice+nind*2,1]~var2*c[nchoice+nind*2+1:nchoice+nind*3,1];

@ nobs x nalt utilities of individual specific variables per choice @

ev=exp((ev+evind)/s);

@ ev is a nobs*nalt x 1 vector of utilities, where each element has been scaled by s @

ev1=sumc(ev[.,nest1]');

@ ev1 is a nobs x 1 vector of the summed utilities for the alternatives in nest 1 for each observation @

ev2=sumc(ev[.,nest2]');

@ ev2 is a nobs x 1 vector of the summed utilities for the alternatives in nest 2 for each observation @

num=ev1.*sumc(depm[.,nest1]') + ev2.*sumc(depm[.,nest2]');

@ num is a nobs x 1 vector @

@ sumc(depm[.,nest1]') just checks to see if the actual choice for each observation came from nest 1, @

@ resulting in a nobs x 1 vector of 1 if yes and  0 if no for each observation @

@ Premultiplying this result by ev1 results in a nobs x 1 vector of summed utilities of all alts in nest, @

@ if the actual alternative chosen was in that nest, otherwise the entry is 0 @

@ likewise for sumc(depm[.,nest2]') for nest 2 @

@ Summing the two parts results in a nobs x 1 vector of summed utilities from the alternatives in the nest @

@ from which the actual choice was made @

p=sumc((ev .* depm)').* (num .^ (s-1)) ./ ((ev1.^s)+(ev2.^s));

@ sumc((ev .* depm)') produces a nobs x 1 vector of the utility of the alternative actually chosen @

@ (num .^ (s-1)) raises the values to the power of the log-sum coefficient minus 1 if nested logit @

@ if standard logit, num is raised to 0, making num a vector of 1's @

@ sumc((ev .* depm)').* (num .^ (s-1)) is then a scaled nobs x 1 vector if nested logit, @

@ and unscaled if standard logit @

@ The last term, ((ev1.^s)+(ev2.^s)), normalizes the preceeding terms to create probabilities. @

@ Adding ev1 and ev2 represents the total utility across all alternatives, not just nests @

retp(ln(p));

endp;

Appendix F: Gauss Code for Actual Choice Data-Study 2
new , 10000;

screen on;

@ output file=nestout1.txt reset; @

nobs = 2203;

nalt = 3;

nchoice=2;

@ number of choice specific variables in var1 @

nind=20;

@ number of individual specific variables, including constant @

load dat[2203,108]=C:\genpopactual3.asc;

depid=dat[.,1];

@ nobs x 1 vector indicating alternative chosen for each observation @

/* Creates nobs x nalt matrix of dummies indicating alternative choice for each observation */

/* See line-by-line annotation in Job1 code */

depm=zeros(nobs,nalt);

n=1;

do while n .le nobs;

    j=1;

    do while j .le nalt;

    if depid[n,1] .eq j; depm[n,j]=1; endif;

    j=j+1;

    endo;

n=n+1;

endo;

auth=dat[.,2:4];

@ Creates a nobs x nalt matrix of quality in rows 2-4 @

aff=dat[.,5:7];

@ Creates a nobs x 1 vector of authenticity in rows 5-7 @

authxaff=dat[.,8:10]; 

aff3way=dat[.,11:13];

authe=dat[.,14:16];

affe=dat[.,17:19];

authxaffe=dat[.,20:22];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

aff3waye=dat[.,23:25];

fathed=dat[.,26]; 

@ Creates a nobs x nalt matrix of affordability@

mothed=dat[.,27]; 

sex=dat[.,28];

age=dat[.,29];

@ Creates a nobs x 1 vector of affordability by VC @

income=dat[.,30]; 

@ Creates a nobs x 1 vector of affordability by Auth @

ed=dat[.,31];

black=dat[.,32];

hisp=dat[.,33];

asian=dat[.,34];

other=dat[.,35];

race=dat[.,36];

purfake=dat[.,37]; 

@ Creates a nobs x 1 vector of quality by VC @

cf2yr=dat[.,38]; 

@ Creates a nobs x 1 vector of affordability by quality @

num=dat[.,39];

mat=dat[.,40];

si=dat[.,41];

vc=dat[.,42];

sc=dat[.,43]; 

@ Creates a nobs x 1 vector of  auth 3 way interaction @

sixmat=dat[.,44];

@ IND Creates a nobs x 1 vector of household income @

vcxmat=dat[.,45];

@ IND Creates a nobs x 1 vector of household income @

cp=dat[.,46];

@ IND Creates a nobs x 1 vector @

cpxmat=dat[.,47];

@ IND Creates a nobs x 1 vector of household income @

age=dat[.,48];

@ IND Creates a nobs x 1 vector of household income @

fadv=dat[.,49];

@ IND Creates a nobs x 1 vector of household income @

madv=dat[.,50];

@ IND Creates a nobs x 1 vector of household income @

eadv=dat[.,51];

@ IND Creates a nobs x 1 vector of household income @

fless=dat[.,52];

@ IND Creates a nobs x 1 vector of household income @

mless=dat[.,53];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t vc and mat @

eless=dat[.,54];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

fsome=dat[.,55];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

msome=dat[.,56];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

esome=dat[.,57];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

fgrad=dat[.,58];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

mgrad=dat[.,59];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

edgrad=dat[.,60];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

zipincome=dat[.,61];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

loc=dat[.,62];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

experi=dat[.,63];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

purse=dat[.,64];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

sun=dat[.,65];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

watch=dat[.,66];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

wallet=dat[.,67];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

fathede=dat[.,68];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

mothede=dat[.,69];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

sexe=dat[.,70];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

agee=dat[.,71];

incomee=dat[.,72];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

ede=dat[.,73];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

blacke=dat[.,74];

hispe=dat[.,75];

asiane=dat[.,76];

othere=dat[.,77];

racee=dat[.,78];

purfakee=dat[.,79];

cf2yre=dat[.,80];

nume=dat[.,81];

mate=dat[.,82];

sie=dat[.,83];

vce=dat[.,84];

sce=dat[.,85];

sixmate=dat[.,86];

vcxmate=dat[.,87];

cpe=dat[.,88];

cpxmate=dat[.,89];

agee=dat[.,90];

fadve=dat[.,91];

madve=dat[.,92];

eadve=dat[.,93];

flesse=dat[.,94];

mlesse=dat[.,95];

elesse=dat[.,96];

fsomee=dat[.,97];

msomee=dat[.,98];

esomee=dat[.,99];

fgrade=dat[.,100];

mgrade=dat[.,101];

egrade=dat[.,102];

zipincomee=dat[.,103];

loce=dat[.,104];

pursee=dat[.,105];

sune=dat[.,106];

watche=dat[.,107];

wallete=dat[.,108];

/* Create matrix of explanatory variables */

/* With nobs*nalt rows and one column for each variable */

auth=reshape(auth,nobs*nalt,1);

aff=reshape(aff,nobs*nalt,1);

authxaff=reshape(authxaff,nobs*nalt,1);

aff3way=reshape(aff3way,nobs*nalt,1);

authe=reshape(authe,nobs*nalt,1);

affe=reshape(affe,nobs*nalt,1);

authxaffe=reshape(authxaffe,nobs*nalt,1);

aff3waye=reshape(aff3waye,nobs*nalt,1);

var1=authxaff~aff3way;

@Choice specific variables nobs*nalt x number of choice specific variables@

constant=ones(nobs,1);

@ Creating constant with nobs x nalt by 1 @

var2=constant~cp~age~vc~si~sc~sixmat~vcxmat~cpxmat~purfake~loc~watch~sun~wallet~fsome~msome~esome~fgrad~mgrad~edgrad;

@ Puts all of the columns above into a nobs*nalt x k matrix @

nl=0;

@ 1 indications nested logit, 0 indicates standard logit @

nest1={2,3};

nest2={1};

@ This program can accomodate only two nests @

@ Put alterative numbers in the desired nests @

/* Starting values */

/* Coefficient for each variable plus log-sum coefficient if nl=1 */

b={0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0};

@ the number of elements in the b vector should be nchoice + nind*2 for std logit @

@ the number of elements in the b vector should be nchoice + nind*2 + 1 for nested @

@ Starting values for coefficients, initially start at 0, each ind level variable needs 2 0s @

@ if standard logit was chosen, one starting value for each variable at 0 (7) @

@ if nested logit was chosen, one for each variable plus one for a log-sum coefficient @

@ The log-sum coefficient is a measure of the degree of independence in unobserved utility @

@ among alternatives in a nest. It can be estimated independently for each nest or be @

@ restricted to be the same for both nests as done here. @

@ for nested logit, use estimates from a standard logit for starting values and set the @

@ starting value for the log-sum coefficient to 1 @

xmat=ones(nobs,1); 

@ To use in maxlik @

library maxlik,pgraph;

#include maxlik.ext; 

maxset;

_max_GradTol=0.001;

_max_MaxIters=1500;

_max_Algorithm=2; 

{beta,f,g,cov,ret}=maxlik(xmat,0,&ll,b);

call maxprt(beta,f,g,cov,ret);

/* Log-Likelihood routine for nested logit with two nests */

proc ll(b,x);

@ Calls above maxlik procedure @

@ Uses globals vars,depm,nobs,nalt,nest1,nest2,nl @

local ev, p, c, s, ev1, ev2, num, evind;

if nl .eq 1;

@ Checks to see if nested logit chosen above @

c=b[1:nchoice+nind,1]|zeros(nind,1)|b[nchoice+nind+1:rows(b)-1,1];

    @ if nested logit, c is a k x 1 vector of first k rows of b @

    s=b[rows(b),1];

    @ if nested logit, creates scalar of last row of b @

    else;

    c=b[1:nchoice+nind,1]|zeros(nind,1)|b[nchoice+nind+1:rows(b),1];

    @ if standard logit, c is the k x 1 vector b @

    s=1;

    @ if standard logit, s is the scalar 1 @

    endif;

ev=var1*c[1:nchoice,1];

@ choice specific utilities only-incomplete @

ev=reshape(ev,nobs,nalt);

@ ev is now a nobs x nalt matrix @

evind=var2*c[nchoice+1:nchoice+nind,1]~var2*c[nchoice+nind+1:nchoice+nind*2,1]~var2*c[nchoice+nind*2+1:nchoice+nind*3,1];

@ nobs x nalt utilities of individual specific variables per choice @

ev=exp((ev+evind)/s);

@ ev is a nobs*nalt x 1 vector of utilities, where each element has been scaled by s @

ev1=sumc(ev[.,nest1]');

@ ev1 is a nobs x 1 vector of the summed utilities for the alternatives in nest 1 for each observation @

ev2=sumc(ev[.,nest2]');

@ ev2 is a nobs x 1 vector of the summed utilities for the alternatives in nest 2 for each observation @

num=ev1.*sumc(depm[.,nest1]') + ev2.*sumc(depm[.,nest2]');

@ num is a nobs x 1 vector @

@ sumc(depm[.,nest1]') just checks to see if the actual choice for each observation came from nest 1, @

@ resulting in a nobs x 1 vector of 1 if yes and  0 if no for each observation @

@ Premultiplying this result by ev1 results in a nobs x 1 vector of summed utilities of all alts in nest, @

@ if the actual alternative chosen was in that nest, otherwise the entry is 0 @

@ likewise for sumc(depm[.,nest2]') for nest 2 @

@ Summing the two parts results in a nobs x 1 vector of summed utilities from the alternatives in the nest @

@ from which the actual choice was made @

p=sumc((ev .* depm)').* (num .^ (s-1)) ./ ((ev1.^s)+(ev2.^s));

@ sumc((ev .* depm)') produces a nobs x 1 vector of the utility of the alternative actually chosen @

@ (num .^ (s-1)) raises the values to the power of the log-sum coefficient minus 1 if nested logit @

@ if standard logit, num is raised to 0, making num a vector of 1's @

@ sumc((ev .* depm)').* (num .^ (s-1)) is then a scaled nobs x 1 vector if nested logit, @

@ and unscaled if standard logit @

@ The last term, ((ev1.^s)+(ev2.^s)), normalizes the preceeding terms to create probabilities. @

@ Adding ev1 and ev2 represents the total utility across all alternatives, not just nests @

retp(ln(p));

endp;

Appendix G: Gauss Code for Comparing Study 1 and Study 2

new , 10000;

screen on;

@ output file=nestout1.txt reset; @

nobs = 2174;

nalt = 3;

nchoice=2;

@ number of choice specific variables in var1 @

nind=18;

@ number of individual specific variables, including constant @

load dat[2174,55]=C:\Totalref.asc;

depid=dat[.,1];

@ nobs x 1 vector indicating alternative chosen for each observation @

/* Creates nobs x nalt matrix of dummies indicating alternative choice for each observation */

/* See line-by-line annotation in Job1 code */

depm=zeros(nobs,nalt);

n=1;

do while n .le nobs;

    j=1;

    do while j .le nalt;

    if depid[n,1] .eq j; depm[n,j]=1; endif;

    j=j+1;

    endo;

n=n+1;

endo;

qual=dat[.,2:4];

@ Creates a nobs x nalt matrix of quality in rows 2-4 @

auth=dat[.,5:7];

@ Creates a nobs x 1 vector of authenticity in rows 5-7 @

aff=dat[.,8:10]; 

@ Creates a nobs x nalt matrix of affordability@

affxvc=dat[.,11:13]; 

@ Creates a nobs x 1 vector of affordability by VC @

affxauth=dat[.,14:16]; 

@ Creates a nobs x 1 vector of affordability by Auth @

qxvc=dat[.,17:19]; 

@ Creates a nobs x 1 vector of quality by VC @

qxaff=dat[.,20:22]; 

@ Creates a nobs x 1 vector of affordability by quality @

auth3way=dat[.,23:25]; 

@ Creates a nobs x 1 vector of  auth 3 way interaction @

cp=dat[.,26];

@ IND Creates a nobs x 1 vector of household income @

age=dat[.,27];

@ IND Creates a nobs x 1 vector of household income @

vc=dat[.,28];

@ IND Creates a nobs x 1 vector @

mat=dat[.,29];

@ IND Creates a nobs x 1 vector of household income @

si=dat[.,30];

@ IND Creates a nobs x 1 vector of household income @

sc=dat[.,31];

@ IND Creates a nobs x 1 vector of household income @

purfake=dat[.,32];

@ IND Creates a nobs x 1 vector of household income @

income=dat[.,33];

@ IND Creates a nobs x 1 vector of household income @

sixmat=dat[.,34];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t si and mat @

vcxmat=dat[.,35];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t vc and mat @

cpxmat=dat[.,36];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

sex=dat[.,37];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

watch=dat[.,38];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

sun=dat[.,39];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

wallet=dat[.,40];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

purse=dat[.,41];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

fnot=dat[.,42];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

fadv=dat[.,43];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

mnot=dat[.,44];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

madv=dat[.,45];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

enot=dat[.,46];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

eadv=dat[.,47];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

stu=dat[.,48];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

cpstu=dat[.,49];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

matstu=dat[.,50];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

sistu=dat[.,51];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

vcstu=dat[.,52];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

cpmatstu=dat[.,53];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

simatstu=dat[.,54];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

vcmatstu=dat[.,55];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

/* Create matrix of explanatory variables */

/* With nobs*nalt rows and one column for each variable */

qual=reshape(qual,nobs*nalt,1);

auth=reshape(auth,nobs*nalt,1);

aff=reshape(aff,nobs*nalt,1);

affxvc=reshape(affxvc,nobs*nalt,1);

affxauth=reshape(affxauth,nobs*nalt,1);

qxvc=reshape(qxvc,nobs*nalt,1);

qxaff=reshape(qxaff,nobs*nalt,1);

auth3way=reshape(auth3way,nobs*nalt,1);

var1=affxauth~auth3way;

@Choice specific variables nobs*nalt x number of choice specific variables@

constant=ones(nobs,1);

@ Creating constant with nobs x nalt by 1 @

var2=constant~cp~age~vc~sc~si~mat~purfake~sixmat~vcxmat~cpxmat~sex~watch~sun~wallet~fadv~madv~eadv;

@ Puts all of the columns above into a nobs*nalt x k matrix @

nl=0;

@ 1 indications nested logit, 0 indicates standard logit @

nest1={1,3};

nest2={2};

@ This program can accomodate only two nests @

@ Put alterative numbers in the desired nests @

/* Starting values */

/* Coefficient for each variable plus log-sum coefficient if nl=1 */

b={0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0,0};

@ the number of elements in the b vector should be nchoice + nind*2 for std logit @

@ the number of elements in the b vector should be nchoice + nind*2 + 1 for nested @

@ Starting values for coefficients, initially start at 0, each ind level variable needs 2 0s @

@ if standard logit was chosen, one starting value for each variable at 0 (7) @

@ if nested logit was chosen, one for each variable plus one for a log-sum coefficient @

@ The log-sum coefficient is a measure of the degree of independence in unobserved utility @

@ among alternatives in a nest. It can be estimated independently for each nest or be @

@ restricted to be the same for both nests as done here. @

@ for nested logit, use estimates from a standard logit for starting values and set the @

@ starting value for the log-sum coefficient to 1 @

xmat=ones(nobs,1); 

@ To use in maxlik @

library maxlik,pgraph;

#include maxlik.ext; 

maxset;

_max_GradTol=0.001;

_max_MaxIters=1000;

_max_Algorithm=2; 

{beta,f,g,cov,ret}=maxlik(xmat,0,&ll,b);

call maxprt(beta,f,g,cov,ret);

/* Log-Likelihood routine for nested logit with two nests */

proc ll(b,x);

@ Calls above maxlik procedure @

@ Uses globals vars,depm,nobs,nalt,nest1,nest2,nl @

local ev, p, c, s, ev1, ev2, num, evind;

if nl .eq 1;

@ Checks to see if nested logit chosen above @

c=b[1:nchoice+nind,1]|zeros(nind,1)|b[nchoice+nind+1:rows(b)-1,1];

    @ if nested logit, c is a k x 1 vector of first k rows of b @

    s=b[rows(b),1];

    @ if nested logit, creates scalar of last row of b @

    else;

    c=b[1:nchoice+nind,1]|zeros(nind,1)|b[nchoice+nind+1:rows(b),1];

    @ if standard logit, c is the k x 1 vector b @

    s=1;

    @ if standard logit, s is the scalar 1 @

    endif;

ev=var1*c[1:nchoice,1];

@ choice specific utilities only-incomplete @

ev=reshape(ev,nobs,nalt);

@ ev is now a nobs x nalt matrix @

evind=var2*c[nchoice+1:nchoice+nind,1]~var2*c[nchoice+nind+1:nchoice+nind*2,1]~var2*c[nchoice+nind*2+1:nchoice+nind*3,1];

@ nobs x nalt utilities of individual specific variables per choice @

ev=exp((ev+evind)/s);

@ ev is a nobs*nalt x 1 vector of utilities, where each element has been scaled by s @

ev1=sumc(ev[.,nest1]');

@ ev1 is a nobs x 1 vector of the summed utilities for the alternatives in nest 1 for each observation @

ev2=sumc(ev[.,nest2]');

@ ev2 is a nobs x 1 vector of the summed utilities for the alternatives in nest 2 for each observation @

num=ev1.*sumc(depm[.,nest1]') + ev2.*sumc(depm[.,nest2]');

@ num is a nobs x 1 vector @

@ sumc(depm[.,nest1]') just checks to see if the actual choice for each observation came from nest 1, @

@ resulting in a nobs x 1 vector of 1 if yes and  0 if no for each observation @

@ Premultiplying this result by ev1 results in a nobs x 1 vector of summed utilities of all alts in nest, @

@ if the actual alternative chosen was in that nest, otherwise the entry is 0 @

@ likewise for sumc(depm[.,nest2]') for nest 2 @

@ Summing the two parts results in a nobs x 1 vector of summed utilities from the alternatives in the nest @

@ from which the actual choice was made @

p=sumc((ev .* depm)').* (num .^ (s-1)) ./ ((ev1.^s)+(ev2.^s));

@ sumc((ev .* depm)') produces a nobs x 1 vector of the utility of the alternative actually chosen @

@ (num .^ (s-1)) raises the values to the power of the log-sum coefficient minus 1 if nested logit @

@ if standard logit, num is raised to 0, making num a vector of 1's @

@ sumc((ev .* depm)').* (num .^ (s-1)) is then a scaled nobs x 1 vector if nested logit, @

@ and unscaled if standard logit @

@ The last term, ((ev1.^s)+(ev2.^s)), normalizes the preceeding terms to create probabilities. @

@ Adding ev1 and ev2 represents the total utility across all alternatives, not just nests @

retp(ln(p));

endp;

Appendix H: Gauss Code for Estimation of Nested Choice Model with Combined Sample

new , 10000;

screen on;

@ output file=nestout1.txt reset; @

nobs = 2174;

nalt = 3;

nchoice=2;

@ number of choice specific variables in var1 @

nind=18;

@ number of individual specific variables, including constant @

load dat[2174,55]=C:\Totalref.asc;

depid=dat[.,1];

@ nobs x 1 vector indicating alternative chosen for each observation @

/* Creates nobs x nalt matrix of dummies indicating alternative choice for each observation */

/* See line-by-line annotation in Job1 code */

depm=zeros(nobs,nalt);

n=1;

do while n .le nobs;

    j=1;

    do while j .le nalt;

    if depid[n,1] .eq j; depm[n,j]=1; endif;

    j=j+1;

    endo;

n=n+1;

endo;

qual=dat[.,2:4];

@ Creates a nobs x nalt matrix of quality in rows 2-4 @

auth=dat[.,5:7];

@ Creates a nobs x 1 vector of authenticity in rows 5-7 @

aff=dat[.,8:10]; 

@ Creates a nobs x nalt matrix of affordability@

affxvc=dat[.,11:13]; 

@ Creates a nobs x 1 vector of affordability by VC @

affxauth=dat[.,14:16]; 

@ Creates a nobs x 1 vector of affordability by Auth @

qxvc=dat[.,17:19]; 

@ Creates a nobs x 1 vector of quality by VC @

qxaff=dat[.,20:22]; 

@ Creates a nobs x 1 vector of affordability by quality @

auth3way=dat[.,23:25]; 

@ Creates a nobs x 1 vector of  auth 3 way interaction @

cp=dat[.,26];

@ IND Creates a nobs x 1 vector of household income @

age=dat[.,27];

@ IND Creates a nobs x 1 vector of household income @

vc=dat[.,28];

@ IND Creates a nobs x 1 vector @

mat=dat[.,29];

@ IND Creates a nobs x 1 vector of household income @

si=dat[.,30];

@ IND Creates a nobs x 1 vector of household income @

sc=dat[.,31];

@ IND Creates a nobs x 1 vector of household income @

purfake=dat[.,32];

@ IND Creates a nobs x 1 vector of household income @

income=dat[.,33];

@ IND Creates a nobs x 1 vector of household income @

sixmat=dat[.,34];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t si and mat @

vcxmat=dat[.,35];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t vc and mat @

cpxmat=dat[.,36];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

sex=dat[.,37];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

watch=dat[.,38];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

sun=dat[.,39];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

wallet=dat[.,40];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

purse=dat[.,41];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

fnot=dat[.,42];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

fadv=dat[.,43];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

mnot=dat[.,44];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

madv=dat[.,45];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

enot=dat[.,46];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

eadv=dat[.,47];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

stu=dat[.,48];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

cpstu=dat[.,49];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

matstu=dat[.,50];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

sistu=dat[.,51];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

vcstu=dat[.,52];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

cpmatstu=dat[.,53];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

simatstu=dat[.,54];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

vcmatstu=dat[.,55];

@ IND Creates a nobs x 1 vector of 2 way interaction b/t cp and mat @

/* Create matrix of explanatory variables */

/* With nobs*nalt rows and one column for each variable */

qual=reshape(qual,nobs*nalt,1);

auth=reshape(auth,nobs*nalt,1);

aff=reshape(aff,nobs*nalt,1);

affxvc=reshape(affxvc,nobs*nalt,1);

affxauth=reshape(affxauth,nobs*nalt,1);

qxvc=reshape(qxvc,nobs*nalt,1);

qxaff=reshape(qxaff,nobs*nalt,1);

auth3way=reshape(auth3way,nobs*nalt,1);

var1=affxauth~auth3way;

@Choice specific variables nobs*nalt x number of choice specific variables@

constant=ones(nobs,1);

@ Creating constant with nobs x nalt by 1 @

var2=constant~cp~age~vc~sc~si~mat~purfake~sixmat~vcxmat~cpxmat~sex~watch~sun~wallet~fadv~madv~eadv;

@ Puts all of the columns above into a nobs*nalt x k matrix @

nl=1;

@ 1 indications nested logit, 0 indicates standard logit @

nest1={1,3};

nest2={2};

@ This program can accomodate only two nests @

@ Put alterative numbers in the desired nests @

/* Starting values */

/* Coefficient for each variable plus log-sum coefficient if nl=1 */

b={.17,-.01,-.92,-.00,.02,.02,.10,-.024,.75,.04,.04,.07,.19,.49,-.01,.05,-.11,-.26,-.29,-.15,.05,.12,.09,.07,-.05,-.05,.04,-.53,.11,-.01,-.47,.40,.06,-.27,.03,-.09,.03,.08,.38,-.12,-.43,.19,-.20,.42,.30,.01,-.06,-.08,.22,.00,-.03,.06,1};

@ the number of elements in the b vector should be nchoice + nind*2 for std logit @

@ the number of elements in the b vector should be nchoice + nind*2 + 1 for nested @

@ Starting values for coefficients, initially start at 0, each ind level variable needs 2 0s @

@ if standard logit was chosen, one starting value for each variable at 0 (7) @

@ if nested logit was chosen, one for each variable plus one for a log-sum coefficient @

@ The log-sum coefficient is a measure of the degree of independence in unobserved utility @

@ among alternatives in a nest. It can be estimated independently for each nest or be @

@ restricted to be the same for both nests as done here. @

@ for nested logit, use estimates from a standard logit for starting values and set the @

@ starting value for the log-sum coefficient to 1 @

xmat=ones(nobs,1); 

@ To use in maxlik @

library maxlik,pgraph;

#include maxlik.ext; 

maxset;

_max_GradTol=0.001;

_max_MaxIters=1500;

_max_Algorithm=2; 

{beta,f,g,cov,ret}=maxlik(xmat,0,&ll,b);

call maxprt(beta,f,g,cov,ret);

/* Log-Likelihood routine for nested logit with two nests */

proc ll(b,x);

@ Calls above maxlik procedure @

@ Uses globals vars,depm,nobs,nalt,nest1,nest2,nl @

local ev, p, c, s, ev1, ev2, num, evind;

if nl .eq 1;

@ Checks to see if nested logit chosen above @

c=b[1:nchoice+nind,1]|zeros(nind,1)|b[nchoice+nind+1:rows(b)-1,1];

    @ if nested logit, c is a k x 1 vector of first k rows of b @

    s=b[rows(b),1];

    @ if nested logit, creates scalar of last row of b @

    else;

    c=b[1:nchoice+nind,1]|zeros(nind,1)|b[nchoice+nind+1:rows(b),1];

    @ if standard logit, c is the k x 1 vector b @

    s=1;

    @ if standard logit, s is the scalar 1 @

    endif;

ev=var1*c[1:nchoice,1];

@ choice specific utilities only-incomplete @

ev=reshape(ev,nobs,nalt);

@ ev is now a nobs x nalt matrix @

evind=var2*c[nchoice+1:nchoice+nind,1]~var2*c[nchoice+nind+1:nchoice+nind*2,1]~var2*c[nchoice+nind*2+1:nchoice+nind*3,1];

@ nobs x nalt utilities of individual specific variables per choice @

ev=exp((ev+evind)/s);

@ ev is a nobs*nalt x 1 vector of utilities, where each element has been scaled by s @

ev1=sumc(ev[.,nest1]');

@ ev1 is a nobs x 1 vector of the summed utilities for the alternatives in nest 1 for each observation @

ev2=sumc(ev[.,nest2]');

@ ev2 is a nobs x 1 vector of the summed utilities for the alternatives in nest 2 for each observation @

num=ev1.*sumc(depm[.,nest1]') + ev2.*sumc(depm[.,nest2]');

@ num is a nobs x 1 vector @

@ sumc(depm[.,nest1]') just checks to see if the actual choice for each observation came from nest 1, @

@ resulting in a nobs x 1 vector of 1 if yes and  0 if no for each observation @

@ Premultiplying this result by ev1 results in a nobs x 1 vector of summed utilities of all alts in nest, @

@ if the actual alternative chosen was in that nest, otherwise the entry is 0 @

@ likewise for sumc(depm[.,nest2]') for nest 2 @

@ Summing the two parts results in a nobs x 1 vector of summed utilities from the alternatives in the nest @

@ from which the actual choice was made @

p=sumc((ev .* depm)').* (num .^ (s-1)) ./ ((ev1.^s)+(ev2.^s));

@ sumc((ev .* depm)') produces a nobs x 1 vector of the utility of the alternative actually chosen @

@ (num .^ (s-1)) raises the values to the power of the log-sum coefficient minus 1 if nested logit @

@ if standard logit, num is raised to 0, making num a vector of 1's @

@ sumc((ev .* depm)').* (num .^ (s-1)) is then a scaled nobs x 1 vector if nested logit, @

@ and unscaled if standard logit @

@ The last term, ((ev1.^s)+(ev2.^s)), normalizes the preceeding terms to create probabilities. @

@ Adding ev1 and ev2 represents the total utility across all alternatives, not just nests @

retp(ln(p));

endp;
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� The difference between the log-likelihood statistic for each of the model was calculated and multiplied by 2 ((LLR-LLF)χ2) to compute the necessary -2LL statistic, where LLR is the log-likelihood restricted model where interaction terms are set to zero and LLF is the log-likelihood free model.  
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