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We examine how valuation of luxury brands varies across general intelligence and brand knowledge. Results indicate that respondents

with greater brand knowledge will pay more for a counterfeit product. Also, intelligence is positively correlated with valuing luxury

brands for their signaling ability and negatively correlated with valuing them for quality.
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company is making an effort to combat counterfeiting. Theoretical 
and managerial implications are discussed.

“I Know Enough to Buy the Fake”: Intelligence, 
Knowledge and the Valuation of Luxury Brands

ExTENDED ABSTRACT
One of the reasons consumers purchase publicly consumed lux-

ury branded products is the ability of these products to signal mem-
bership in an aspirational group or to suggest something about the 
user’s social status or wealth (Bearden and Etzel 1982, Childers and 
Rao 1992). At the same time, luxury brands justify their high prices 
by offering remarkable product quality (Garfein 1989, Quelch 1987) 
and product quality is also a significant reason consumers purchase 
luxury brands (Gentry et al 2001). Despite the interest in the topic of 
what values consumers ascribe to a luxury brand, less understood is 
how such valuations may differ systematically across individuals. In 
the present research we examine how general intelligence (as mea-
sured by the cognitive reflection task (Frederick 2005) and the Mill 
Hill Vocabulary test (Raven 1981)) as well as brand knowledge af-
fects the propensity to value luxury brands for their high quality and/
or ability to signal to others. In the process of exploring this issue we 
uncover surprising findings as to how these individual differences 
influence willingness to pay for counterfeit products.

In our first study we examine the relationship between intel-
ligence and valuation of luxury brands for their signaling abilities. 
Both luxury products and brands as well as more mundane publicly 
displayed products have been shown to be particularly useful when 
attempting to reveal association with a reference group (Bearden and 
Etzel 1982). But not all product categories are equally adept at of-
fering a venue for self-presentation to others. By nature goods that 
are used or consumed in front of others are more capable of fulfill-
ing this purpose (Childers and Rao 1992; Shavitt, Lowrey, and Han 
1992). To properly use a luxury brand for self-presentation purposes, 
one must be aware both that others are making inferences based on 
one’s possessions, and also understand for which product categories 
this is likely to be most relevant. It seems likely that more intelli-
gent consumers are more likely to understand that viewers will judge 
them by their products and also that this is only possible when the 
good is publicly displayed. We, therefore, hypothesized that more 
intelligent individuals value luxury brands more for their signaling 
abilities than do less intelligent individuals and, because more in-
telligent people are likely better able to decipher when these abili-
ties are relevant, their valuation of luxury brands is more product-
category specific. We tested this by asking respondents to choose 
between one option that was inconspicuously branded with a luxury 
brand but less well designed and one that was better designed but 
carried an unknown brand name. Product aesthetics is a public at-
tribute that, like brand, viewers use to make inferences about people. 
Therefore, when brand is not outwardly evident, a choice driven by 
signaling ought to favor the highly aesthetic option, not the luxury 
branded option. However, such an effect should only be present for 
the publicly consumed product categories; with privately consumed 
product categories where signaling to others is much more difficult, 
the motive to signal ought not come into play. Indeed we found that 
in public product categories (jeans, jacket, purse) more intelligent 
individuals are more likely to select the more aesthetic option over 
the luxury branded option than less intelligent individuals. However, 
this difference disappeared in private categories (cosmetics, deodor-
ant, nightgown). This is consistent with our hypothesis and revealed 
a greater understanding among the more intelligent population of 
when luxury brands are able to signal to others.

In our second study we examined how both intelligence and 
brand knowledge relates to valuation of luxury brands for their high 
quality. Consumers do not buy luxury brands only for the conspicu-
ousness of the brand name and ability to signal, but also because of 
the superior quality that these products presumably offer (Gentry et 
al. 2001, Nia and Zaichkowsky 2000, O’Cass and Frost 2002, Quelch 
1987). And yet, a luxury brand implies premium pricing that sug-
gests that, although quality may be high, someone searching based 
on a value-per-dollar basis ought not to purchase a luxury branded 
product (Patrick and Hagtvedt 2009). Indeed, some have gone so far 
as to define luxury brands as those for which functionality to price 
ratio is low but which have a high ratio of high intangible benefits to 
price (Nueno and Quelch 1998). Our hypothesis follows that more 
intelligent individuals would be less likely than less intelligent indi-
viduals to value luxury brands because of the implied higher qual-
ity. While the quality of a luxury brand may be high, the evidence 
suggests that it is not high enough to justify the cost if an intelligent 
valuation is undertaken. We also offered a hypothesis about the influ-
ence of brand knowledge on propensity to value luxury brands for 
their quality. Because luxury brands are marketed as the utmost in 
quality, any past experience most likely leads to a decrease in per-
ceptions of quality. Therefore, we also hypothesized that consumers 
with more brand knowledge value luxury brands less for their quality 
than those with less knowledge.

To test these two hypotheses we asked respondents their will-
ingness to pay for counterfeits given the price of the relevant luxury 
branded good. A counterfeit good offers the same self-presentation 
abilities but without the presumed quality. Indeed, consumers value 
counterfeits more when seeking self-presentation to project a spe-
cific image and value counterfeits less when motivated by intrinsic 
product aspects such as quality or reliability (Wilcox, Kim, and Sen 
2009). Thus, an examination of how valuation of counterfeits varies 
with intelligence would uncover differences in perceptions of qual-
ity as motivation for purchase of luxury brands. Subsequently, we 
expected more intelligent individuals and more knowledgeable in-
dividuals to value counterfeit versions of products more than would 
less intelligent individuals and less knowledgeable individuals, re-
spectively. Indeed, our results confirmed our hypotheses revealing 
the ironic results that across both publicly and privately consumed 
product categories, respondents with greater intelligence or greater 
brand knowledge consistently valued the counterfeit products more 
than did less intelligent or less knowledgeable consumers.

Implications with respect to luxury brands, counterfeits, as well 
as consumer metacognitions are discussed.

Far Away or So Close: The Influence of 
Counterfeits on Genuine Brand Preference

ExTENDED ABSTRACT
Imagine that you are considering buying a new Louis Vuitton 

watch. As you contemplate the purchase, you notice a similar look-
ing counterfeit Louis Vuitton watch being sold on the street. Would 
the presence of the counterfeit version affect your decision to buy 
the genuine version? The widespread presence of anti-counterfeiting 
efforts suggests that it will. In fact, many estimates of the economic 
impact of counterfeiting are predicated on the assumption that sales 
of counterfeit products replace the sales of genuine items. For in-
stance, it is estimated that the luxury brand industry incurs as much 
as $12 billion each year in lost sales due to the purchase of counter-
feit products (International Chamber of Commerce 2004). Thus, it 
is generally assumed that counterfeit brands reduce the demand for 
genuine luxury brands.


