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INTERNATIONALIZATION THROUGH E-COMMERCE. THE CASE OF MULTI--

BRAND LUXURY RETAILERSIN THE FASHION INDUSTRY

Abstract
This article deals with the international developief the firm through the online channel. This
issue is growing in importance but it has receiwedted attention within the literature on
internationalization The paper presents an anabfsén expressly developed database of 20 multi
brand luxury retailers in the online fashion mark€he analysis points out the international
dimension of these players and sheds some light@ymmerce as foreign market entry strategy for

luxury fashion firms. The paper ends with some aed®e propositions to be further investigated.
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Introduction

This article addresses the issue of internatiomalebpment through e-commerce, with special
regard to the case of multi-brand retailers inltheairy fashion industry. The online sales of luxury
products has experienced a growing trend in regeats, despite an international situation of
economic and financial crisis. In fact, followingcent researches, sales of personal luxury goods in
the online market are still below 10 EUR billion2013, but are expected to double in the next 5
years, passing from the 4% to the 6-7% of the tatalry retail market (McKinsey 2014, p. 6).

From a theoretical point of view, the relationstbptween luxury and e-commerce is rather
controversial. As Kapferer (2014) pointed out, @ngral terms, it is connected to the main problem
of luxury firms, that is growth. In fact, growth ges specific challenges to luxury companies due to
the risk of losing the aura of exclusivity that aerizes their value propositions. However, as

stated by the same author, the opportunities obttime channel are significant, also considering



the steady growth in the purchases of luxury préglfrom consumers in emerging and developing
markets (Chen and Zhang 2011).

Consequently, this paper focuses on e-commerce agementry strategy into international
markets, considering the case of multi-brand reti@yers in the fashion system. Both the study of
international development through the online chéand the analysis of online purchases of luxury
products are still in their preliminary stage oédinetical development (Liu et al. 2013). In fatt, i
has been pointed out that the phenomenon of ohliney development is relatively recent and to
large extent unexplored (McKinsey 2014).

The fact that the Internet is available beyond amati borders does not eliminate all forms of
distance and liabilities associated with the irdionalization process (Johansson and Vahine 2009;
Sinkovics et al. 2013). This implies that not &léte-commerce websites are international or are
international in the same way. In this paper, lfirssome methodological concerns may arise such
as the following: What dimensions can indicate degree of internationalization of a website?
What dimensions can define the ways in which onBh@es may become entry channels into
foreign markets? Considering these methodologEadets, the paper tries to consider the empirical
context of luxury fashion multi-brand stores by wesng the following research questions: (a)
What dimensions could be considered to shed lighthe international development of online
luxury retailers? (b) What are the relevant dimensiin the case of online multi-brand stores? (c)
Are there any differences in the degree of inteomalization among the players? (d) What are the
main international markets served?

To address this lack, the next section elaboraesdalationship between internationalization and e-
commerce in luxury to then describe the methodokdyypted for the compilation and analysis of a
database on the multi-brand retailers. The follgnsections discuss the main findings uncovered
by such analysis. The paper ends with some teetatnclusions and general considerations on the

study.



Internationalization and e-commerce: a brief overview

Our work on internationalization through e-commedeals at least with two issues that are related
to the online store as a form of foreign marketryen(a) the more general process of online
internationalization; (b) the specific process rkernationalization of the firm in the online luyur
fashion industry.

Online internationalization has been defined ae ttbnduct of business transactions across national
boundaries, where the “crossing” of national bouiedatakes place in the virtual rather than the
real or spatial domain” (Yamin and Sinkovics 20p6359). International development through e-
commerce is associated with the issue of "intewnalization speed”. Luo et al. (2005), for
instance, point out how despite international dgwedent through e-commerce is influenced by
organizational factors, micro-and macro-environrakrifictors, the role of firm’'s resources to
explain the degree of success and the speed ointbmationalization process remain central
(Hassouneh and Brengman 2011).

Among scholars, the Internet has been recognized asw mode of entry into international
markets, different with respect to the traditionaks. It has been pointed out that it poses specifi
problems in terms of internationalization growth thfe firm. It is usually associated with
international development of small enterprises @@dza and Sinkovics 2011) and compared in
terms of risks with the onsite presence of the camgp In particular the use of the online channel
seems to reduce the traditional risk factors of ithternational development of the company,
although it has risks as well. Pezderka and Sirdeoy2011), for example, identify three main
categories of risk in the internationalization tngh e-commerce: (a) traditional international risks
stemming from the physical environment and notteelao the online presence of the firm; (b)
operational risks that may affect both bricks armitar companies as well as online firms in their

domestic environment; (c) online risks relatinghte use of the online channel as a form of entry.



With reference to the case of online luxury in fashto be more specific, previous studies mainly
consider export strategies and foreign direct inaest in the form of physical retail stores as
relevant market entry strategies. In a recent wimmkexample, it has been pointed out how retail
stores openings may represent a way of interndirati@n for fashion firms, such as in the case of
Italian companies (Guercini and Runfola 2014). ds&ie of online distribution of fashion products
is not new (Murphy 1998; Ashworth et al. 2006), the internationalization through the online
channel and the online international developmentlwfury fashion industry still remain
unexplored. Although in the literature the relasbip between the online channel and the luxury
field has been the subject of growing attentioru (&i al. 2013; He and Stoel 2012), further research
is needed. The supposed incompatibility betweemrlnbrands and online experiences, which
brought brands such as Versace or Prada to avdisitese until at least the middle of the past
decade, seems now definitely overcame. Some asmmsptay be advanced to justify this
reasoning. Firstly, the improvement in both haré@vi@chnologies and software have transformed
the digital environment in terms of experiencesan offer to online visitors. Secondly, new visual
online merchandising techniques are available dautly companies (Okonkwo 2009). Finally, it
should be stressed a growing preference towardsrihee channel for the purchasing of luxury
products by both new generations and consumenmnangng markets (McKinsey 2014).

Coming back to the more general issue of the iat@nalization through Internet, online websites
may relate to national and international visitovergoming international boundaries (Premazzi et
al. 2010; Morgan-Thomas 2009). Nevertheless, thernet potential to target international markets
may vary from country to country as, for examplemay be subjected to state filtering or
restrictions (Zaheer and Manrakhan 2001). In breaase, we may identify three main types of
barriers to the internationalization potential tngh Internet: (a) "structural" barriers, connedied
the functioning of the Internet defined by the tachl specifications of the server localization and
the quality of the infrastructure; (b) “politicaBarriers related to the degree of censorship in

different markets and to the limitations to acdegsrnet websites; (c) "cultural" barriers related



the language used, to the style of writing, to theaning of colors used and in general to the
cultural attitude towards the contents proposediwiinternet websites (Guercini 2003). These
barriers may correspond to different types of liabs that must be faced with in the
internationalization process through online sitéshould be noted that liabilities related to the
geographical distance in logistics activities remeentral as well in online internationalization
(Overbye and Min 2001).

Structural and political constraints may be alsiategl to the role of search engines and social
media in facilitating the internationalization gribwof the company (Jin 2012). Let us consider the
case of China, where the difficulties experimertigd-acebook and more recently by Google, may
have strong effects on the effective accessibdityonline stores that consider those websites as
upstream links for their e-commerce platforms. Eheffects are outweighed by the actors of e-
commerce through specific activities on other dea&mgine or social media sites (Baidu in China,
Yandex in Russia, etc.) but require specific knalgke In other words, there is a spatial
characterization of the awareness and the acteablisertain search engines or social media that
can be relevant to access different internatioraakets. Consequently, the search optimization of a
site has a geographic dimension in the sense thiat bne country to another the visibility and
accessibility changes, and then the traffic of ptié customers is strictly related to local online
consumer behavior (Molla-Descals et al. 2014). €hesnditions can change from one place to
another even within the same country. Let us cansedjain the case of China, where while in
Shanghai it is very easy to access to Google HooggKthis is not possible only a few hours
driving distance from there, e.g. Hangzhou in Zmgji.

In summary, even in the online market it is posstiol identify liabilities the company has to face
with (Kobrin 2001). On the basis of these refleasiothe virtuality of the Internet is only apparent
In fact, distances and liabilities in the processésnternationalization (Johansson and Valhne

2009) still remain central, as it has been stategrevious studies that point out the so called



“virtual trap”, namely the “online analogue” of tipsychic (and physical) distance concept (Yamin

and Sinkovits 2006, p. 359).

M ethodology

In order to study the relation between internatization and e-commerce, we have exploited the
information contained in a database created exprdes the purposes of this research. The
database has been compiled by examining a sampldioé luxury multi-brand fashion retailers.
The selection of online sites to be investigatezk tplace primarily through contacts with opinion
leaders in the field. Opinion leaders provided Uisteof actors, similar for positioning and produc
assortment, to be analyzed in a comparative pergpeSuch list was then integrated on the basis
of personal knowledge of the authors who from alteenty years are engaged in the study of the
fashion system. In view of this, our analysis imgd the investigation of 20 multi-brand luxury

websites. The list of the companies analyzed igatdd in table 1.

Table 1. Thelist of online luxury multi-brand fashion retailers analyzed

1. barneys.com 2.bergdorfgoodman.com
3. bloomingdales.com 4 farfetch.com

5. lanecrawford.com 6.luisaviaroma.com

7. macys.com 8. matchesfashion.com
9. modaoperandi.com 1érporter.com
11.mytheresa.com 12eimanmarcus.com
13.net-a-porter.com 1sordstrom.com

15. oki-ni.com 16 saksfifthavenue.com
17.selfridges.com 18hecorner.com
19.theoutnet.com 20Q/00x.com

From the methodological point of view, the 20 oalisites have been investigated through a
secondary analysis (Stewart and Kommins 1993) aiatelduilding an information database on

international development. This database is basddo main sources of information.



Firstly, for each site we gathered online metricsrf the Alexa.com database. Alexa is an Amazon
company that collects “estimates based on data ftemlobal traffic panel, which is a sample of
millions of Internet users using one of over 25,00@ferent browser extensions” (source
Alexa.com). In particular for each multi-brand rktes website, the following information were
collected (data updated to 1/24/2015): (a) globakrof the website; (b) the site's global reach in
terms of number of visitors to the total numbetraérnet users; (c) the visitors’ countries of arig
and the percentage of these visitors with respetttd total visitors of the website. In the absewifce

a specific variable (only available with a diredntact with enterprises), the latter factor was
considered in this study as a proxy for the inteomal dimension of the site. We then assume a
strict relationship between website’s visitors aheé website’s customers. This is certainly a
limitation of our study, but we may justify it thié extent that we assume high conversion rates
(between visitors and buyers) and limited diffeesiamong the various sites/online stores (roughly
the same degree of conversion among the players).

The second source of information for the databasebeen the site of each online player. For each
of the sites investigated the authors proceedeghtioer information consistent with the themes of
internationalization of the company. In particulese gathered data on the following aspects: (a)
number and type of languages in which the siteadable; (b) number of countries where shipping
is available; (c) third party players responsildeihternational shipping and payments; (d) poscie
with regard to returns; (e) companies’ investmentphysical stores and location of the stores
(national/international). These factors have beewnsidered relevant to understand the
internationalization policy of each mult-brand fketa For example, the development of a new
language for the site in this particular contelg tuxury, requires a huge investment in dedicated
resources. Same discourse regarding the shippingeanational level of a luxury product, that
requires different skills with respect to the caséast moving consumer goods.

The following section proposes some findings oféheirical investigation.



Findings and discussion

The first dimension that we tried to analyze consethe understanding of the main markets in
terms of visitors to the sites. In general termsitars of the 20 multi-brand retailers are related
39 international destinations.

To estimate the most relevant countries in termgisfors and to compare different websites, we
calculated a weighted average for each countrgatticular, we take into account the percentage of
visitors of each country for each website weightdith the relative importance of each site in terms
of its global reach (i.e. the estimated percentafgternet site visitors with respect to the total
visitors of the Internet). In fact, since we had awailable data on the absolute value of unique
visitors to each site we tried to proceed with avalgsis that took into account the relative
importance of each site to estimate the main iatéwnal markets involved in this analysis.

The data acquired reveals that United States iditstemarket for visitors in the case of online
luxury multi-brand retailers. The aggregated ddtthe 20 players analyzed shows how this market
in general terms amount for the 66.49%. The secoost important market, although with a much
lower aggregate data, is South Korea, whose inceléaround 4.40%, followed by Japan with a
weight of around 4.13%. In total our observatiomrfd visitors from at least 39 international
markets (countries of origin of visitors that cam found on the 20 e-commerce sites within the

Alexa database).

Table 2. Percentage of international visitors to the 20 multi-brand retailers website

(decreasing % of visitors)*

Country % Visitors Country %Visitors Country %Visitors
United States 66.49 Spain 0.45 Saudi Arabja 0.08
South Korea 4.40 Hong Kong 0.37 Mexico 0.08

Japan 413 Brazil 0.29 Indonesia 0.08




China 2.68 Greece 0.26 Czech Repuhlic 0.07
United 2.67 Portugal 0.26 Ukraine 0.06
Kingdom
Italy 1.75 United Arab 0.22 Belgium 0.06
Emirates
India 1.46 Taiwan 0.18 Ireland 0.04
Canada 1.39 Singapore 0.16 South Africa 0.04
Australia 0.99 Poland 0.12 Nigeria 0.04
Netherlands 0.99 Turkey 0.11 Romania 0.03
Germany 0.85 Austria 0.09 Switzerland 0.03
France 0.76 Denmark 0.09 Norway 0.02
Russia 0.61 Sweden 0.08 Cyprus 0.01

*This table is build on 19 cases due to lack obdatone case

Languages implemented within the multi-brand retailwebsite are those shown in table 3. The

investment in a new language, as stated abovestrait@gic issue, which requires specific resources

dedicated to it. Creating a site in a new languagelves basically to duplicate the work on the

site, because new human resources are neededtwattatextual contents, graphics and to adapt

the site to cultural specificity in online consunb&havior. The data reveals that English is thst fir

language since all the players have an Englishores the website.

Table 3. Languagesimplemented and retailer websites

Site N of |English| Chinesg German| French| Italian | Russian Spanish Japanese Arabic
languages

barneys.com 1 X

bergdorfgoodman.com 1 X

bloomingdales.com 1 X

farfetch.com 1 X

lanecrawford.com 1 X

luisaviaroma.com 7 X X X X X X

macys.com 1 X

matchesfashion.com 1 X

modaoperandi.com 1 X

mrporter.com 1 X




mytheresa.com

neimanmarcus.com

net-a-porter.com

nordstrom.com

oki-ni.com

saksfifthavenue.com

selfridges.com

thecorner.com

theoutnet.com

mNm#HNHAHA
X| x| x| x| se| | x| x| x| x

X

X

X
yoox.com X
6

Total - 20

The second language implemented is Chinese (6 fa3@rs). It may be noted that this is related
to both the importance of this market for the axtamder observation (is the fourth market in terms
of visitors), and the role played by this markethivi the more general phenomenon of luxury sales.
The Chinese language is followed in order of imgace by some European languages (such as
German and French). One may note that, althougithS¢aorea is one of the main markets in our
analysis, none of the actors considered impleneeKtsrean version of the site.

The number of languages provided within the websiseexpected, is correlated with the incidence
of visitors from the website’s home market. In fdodbm a correlation analysis, it results a negativ
correlation between the weight of the national reartf the actor in terms of visitors and the
number of languages implemented within the site§®'s r =-. 527 p < 0.05). In other words, the
more are the international visitors the more aedldnguages implemented.

We then tried to shed light on the companies’ itwesits in physical retail operations and the
location (national/international) of the retail s for each player. The results are shown in table

below.

Table 4. Retail stores presence of the 20 online websites*

Site Home Retail Retail |Total Total Retail | Countries
country |stores stores |retail stores

abroad |stores |abroad
barneys.com USA X 29




luisaviaroma.com |[ITA X 2

bergdorfgoodman. | USA X 2

com

bloomingdales.com | USA X X 51 1 UAE
lanecrawford.com |HK X X 9 4 China
macys.com USA X 790

matchesfashion.co | UK X 4

m

modaoperandi.co |USA

m

farfetch.com USA

mrporter.com UK

mytheresa.com GER X 1

neimanmarcus.co |USA X 41

m

net-a-porter.com UK

nordstrom.com USA X X 116 1 Canada
oki-ni.com UK

selfridges.com UK X 4

thecorner.com ITA

theoutnet.com USA

yoox.com ITA

saksfifthavenue.co | USA X 112

m

*Data were collected from the last available 10knfig, annual reports and companies’ websites

Table 4 shows that 12 actors of the 20 analyzeck lmphysical presence in terms of outlets.
However, most of the actors has no outlets abr@atl; 3 actors, in fact, have a limited presence in
foreign markets. In 2 cases, in fact, the retadrapon abroad regards countries the home market
(China for an operator in Hong Kong and CanadafoAmerica player).

In order to determine whether any differences exésiveen the players, an exploratory hierarchical
cluster study has also been conducted using thar8djieuclidean distance and Ward's algorithm.
The non-hierarchical cluster procedure, which feenbused in analogous studies, is adopted when
it is not possible to arrive at an a priori classifion of the players involved. As no prior defion

of the cluster number was available, in order mugrthe online retailers we utilized the percentage

of visitors from the home market of each site. @halysis yielded two clusters (Table 5).



Tableb. Thecluster of online multi-brand retail stores

Cluster 1 “The domestic”

Cluster 2 “The internagd’

barneys.com

farfetch.com

bergdorfgoodman.com

matchesfashion.com

bloomingdales.com luisaviaroma.com

macys.com lanecrawford.com

modaoperandi.com mytheresa.com

neimanmarcus.com mrporter.com

nordstrom.com net-a-porter.com

saksfifthavenue.com oki-ni.com

selfridges.com theoutnet.com

thecorner.com

yoox.com

The first cluster, which we will call “the domestidgs represented by nine players. The second
cluster, which we will call “the international”, represented by eleven players.

Some differences between the two clusters are slovable 6. Cluster 1 is characterized by actors
predominantly oriented to the domestic market, esialbout 70% of the site’s visitors are national.
Differently in the cluster 2, the percentage of leomarkets is about 20%. This difference is
statistically significant as it is shown in the bs#& of the independent t-test, t (18) = 11.535 p
<.01.

The number of languages that are implemented fierdiit in the case of the two clusters. Cluster 1
has on average one language against the nearlyifoduster 2. In addition, the international
vocation of cluster 2 is also highlighted by theermge number of countries where shipping is
available. While the firms in cluster 2 serve orermge more than 155 countries, companies in

cluster 1 manage shipments in roughly 89 countries.



Table 6. Mean value of number of languages, weight of home market and number of shipping

countries

Cluster 1 Cluster 2
Number of languages 1.3 3.5
Home market weight 69.3 18.29
Number of shipping countries| 88.8 156.1

Another relevant aspect of difference between thsters is the fact that actors belonging to cluste
1 (8 cases out of 9) also distribute through ptatsstores compared to only 4 out of 11 firms in
cluster 2. Moreover, in cluster 1 shipments arnédrirational payments in 6 cases are managed

through a third party portal (hamely Borderfree.¢om

Resear ch propositions and final remarks

Combining literature review and the results of exploratory empirical investigation, we propose
here some preliminary answers to the research iquesadvanced at the beginning of the paper.
Given the limits of research we offer these answeterms of research propositions to be further
addressed in future research. The data collectedtainline luxury fashion retail firms shows
heterogeneity of the international approach indéee analyzed.

Hereafter, we describe our research propositions.

RP1. At least with reference to online luxury fashretail, we can distinguish e-commerce actors
more oriented towards internationalization and othéhat are more oriented to the domestic

market. Our analysis shows two distinct clusterghase terms.

High degrees of internationalization through e-caroe require the overcoming of technical,

political and cultural liabilities, but also a goadtegration into an overall internationalization



strategy of the enterprise. In this regard, e-commeperators that apparently seem to follow the
same strategy, at a detailed analysis look difteréirms are not different only in terms of
international range, rather seem to have diffemoties of internationalization, different activities

and a different degree of integration betweenméfland online retail operations. Consequently:

RP2. At least in the case of online multi-brandailets, the internationalization through e-
commerce may be quite different by the differentlioation of online stores and physical stores,

the latter being both domestic and international

Some words should be spent on the limits of thegrework. Firstly, the analysis was limited to
just 20 players in the online luxury fashion. Altighh the analysis considered leading websites,
future research will be aimed at increasing the Imemof actors to be analyzed, including both
multi-brand retailer and mono-brand store of luxumanufacturers. Consequently, differences
between these two strategic groups of firms mayrgeesecondly, from the methodological point
of view, the analysis must include a field workestigation with of a survey analysis of the leading
operators worldwide as well as the developmenhafapth cases. Finally, the analysis focused on
the development of e-commerce in the fashion syskerure research should analyze and compare
this sector with other sectors (e.g. tourism orenimdustries) in which online sales appear to have
similar relevance and growing trend.

Beyond the limits pointed out, this paper has tbeaatage of sheding light on a understudied
phenomenon in the literature, the company's onhternational growth emphasizing the potential

role of the online channel as a new entry modefmteign markets.
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