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The luxury market is finally beginning to come into its own online. Sites are becoming more
sophisticated and successful models are out there, but still many luxury brands are reluctant to
sell their wares online. Why are so many luxury brands resistant to selling in this democratic
marketplace utilised by over 6 million people around the world? Why are others reaping the
rewards?

This paper delves into the current state of the online market for luxury today and endeavours to
provide guidance on how to view and approach this fast growing channel. We realise that there
are a great many differences between brands that sell luxury couture, cosmetics, cars, leather
goods, electronics and jewellery, among other products, but we also believe there are some
lessons to be learnt and general rules that can be applied across the board, regardless of luxury
sector. In this paper, we will also answer some of the key questions coming from the market
today: How can luxury brands sell online without jeopardising their brands? What are the most
important considerations? And, is the luxury audience really online?

The luxury landscape on the web looks very different today than it did even just two years ago.
In developing this paper, Wheel conducted a review of 22 luxury brands’ web sites across
market segments revealing that luxury brands are starting to recognise the importance of the
medium and that it can’t be ignored. The majority of luxury brands have up to date sites
showing a range of key product lines; are beginning to start a dialogue with online consumers
(e.g., Porsche’s recent online advertising); are talking with existing customers (most now collect
email addresses and send out regular emails); and significantly, about one third of the sites
reviewed are now using online as a sales channel.

Gucci, Tiffany, Hermés and most recently Paul Smith and Burberry sell directly via their sites.
Others have gone into partnership with a third party like Louis Vuitton with eluxury.com or
Jimmy Choo on net-a-porter.com. Others are selling through well known luxury department
stores such as Saks (e.g., Chanel, Gucci, Prada), Neiman Marcus (e.g., Burberry, Valentino,
YSL) and on the recently launched Bergdorf Goodman site (e.g., Manolo Blahnik, Chloe,
Celine).

The US is the key driver in the development of online as a marketing and sales channel for
luxury goods—borne out of the high service expectations and proliferation of the internet as an
information source and shopping channel. Most luxury brands selling online do so only in the
US, although, Gucci, Tiffany, Mulberry and now Paul Smith sell in the UK.

However, whether selling online or not, most have yet to crack the formula for developing an
effective online strategy. Historically these companies have been slow to develop their websites
and have built sites simply to jump on the bandwagon to avoid being left behind, with little
thought of what the site should do. Collectively luxury brands sensed that the online
environment was contrary to the essence of a luxury brand. Prada, for example, has a web
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page, but no actual website; they simply have their logo and one or two ad images displayed on
screen.

However, in recent years, consumers have put pressure on luxury brands to conform to the
burgeoning trend for online functionality. Some companies such as Paul Smith do offer a
relatively wide range of branded products online, but it's a selection of products that typically do
not depend on ‘fit' and can be reliably purchased on the basis of on-screen photographs.
Ultimately they may be indicators of a diffusion of the brand away from the original core fashion
products and into products that can simply take the brand as an applied element. If there was
such a thing, they might be called ‘luxury impulse’ purchases. But this is only part of the picture,
as many companies are already going well beyond selling just ‘impulse’ purchases, and luxury
consumers are becoming more confident online purchasers. Additionally, online fulfilment and
return policies are becoming better and more flexible, removing some of the barriers to
purchasing items that do depend on fit.

While it's easy to talk of the promise of ecommerce in the luxury market, we recognise that,
selling online may not be appropriate for every luxury brand. Often, however, we find that there
are several common roadblocks that keep luxury brands from even considering ecommerce as
an option. We will explore some of these barriers in the next section.

Why are some luxury brands embracing the world of ecommerce, while others are reluctant
participants in the digital revolution? Based on conversations with luxury brand owners and
observations of the luxury market over the past 5-10 years, working with top luxury brands like
Asprey, Garrard, YSL, Boucheron, Paul Smith and Dior, in addition to newer market entrants
like Vertu, Wheel have identified two primary areas of reluctance to sell online: perceived
obstacles and practical obstacles.

Perceived Obstacles

There is still a lot of scepticism and associated fear about selling online, borne out of lack of
understanding of the medium, its audience and relatively few actual learnings from luxury
ecommerce, as it is still somewhat uncharted territory. Below we will explore some of the key
perceived obstacles:

The luxury customer isn’t online: Luxury brands traditionally view their target audience as the
‘super rich’ who prefer one-to-one interaction with the brand via store visits and believe that they
would not purchase online. The reality is that there are many layers to the luxury audience—but
for the purposes of this paper, we will focus on the ‘super rich’ and the ‘mass affluent.’
Regardless of the exact audience definition, the burning question for luxury brands today is: are
luxury consumers really online and are they buying? The answer is a resounding ‘yes’ for the
mass affluents, an ever-growing audience segment with disposable assets over £100K-
£300K/annum. For the super rich, however, the answer is a bit more challenging. The super rich
are a diverse and illusive audience, ranging from Saudi royalty to Russian oligarchs and as
such, their internet habits are difficult to define.

With personal wealth and disposable income on the increase, the migration of the luxury
consumer online is a natural progression. According to a recent study be nVision Research,
websites are a considered purchase channel for many luxury goods. One in 3 luxury consumers
would buy a watch online and 1 in 4 say they would buy jewellery. This is buy not just browse.
And nearly all of the top 2 million most affluent in the UK are online—compared to circa. 60% of
the general UK population, according to Ledbury Research. This audience is characteristically
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time poor but cash rich, have a large disposable income and enjoy the convenience, anonymity
and 24/7 nature of shopping online. For these consumers, online will be both a primary search
and purchase environment, mainly because of time restrictions and personal shopping
preferences.

Websites like Net-a-Porter are catering specifically for this new mass affluent market. They have
not dispensed with the high level of service, both in their web design and equally in their
on/offline integration. As the courier pulls up to deliver the Diane Von Furstenburg dress, the
recipient is presented with an exquisite black Balacron signature box, a mere 24 hours after
ordering the item. Examples like this one show that the online luxury audience is online and
wielding a powerful credit card.

Gucci has long since accepted this theory. According to Rick Swanson, Gucci's Director of
Ecommerce, “Luxury has been greatly democratized, everyone is a luxury consumer or an
aspirational luxury consumer”. Luxury purchases may be a monthly treat, a justification for the
time spent working or simply a growing passion—whatever the reason, lack of ‘serious money’
doesn't stop people having luxuries, they simply choose which markets they enter into more
carefully.

Customers see the Gucci online store as a 24/7 resource and a direct extension of the brand.
“Ninety-five percent of clients like the anonymity and time-shift of using the web,” Swanson
reveals. “Despite views to the contrary, you can provide a luxury service online. Even clients
who have easy access to our stores often like online shopping with us as well”. The myth that
luxury consumers aren’t online or won'’t shop online thus starts to evaporate.

Brand experience will be sacrificed: There is a perception that the online environment can’t
replicate the in-store experience and that the brand will be not adequately represented—or will
suffer—online. One of the most fundamental issues in the debate about selling luxury online is
whether one can develop a site that simultaneously lives and breathes the brand values while at
the same time offering a functional transactional environment. Gucci, Tiffany and Hermés are
already proving that this can indeed be done. Others are opting to keep sales at arms length, by
selling through third party sites, like Net-a-Porter, Saks or LMVH's eluxury.

Maintaining and promoting the brand ethos, whilst offering an intuitive sales path is key. “This
has been one of our most difficult challenges,” according to Jonathan Towle, Marketing Director
of Paul Smith. He believes form and function can co-exist, but believes that there may be a
difficult trade off.

Gucci’s Swanson goes further by saying, “In the early days, we were told by some of our
competitors that ‘the clients just want to buy when shopping online, so don’t worry about the
brand image stuff,’ but we have always felt that it was essential to meet our brand’s standards in
terms of image, experience and service, whether online or not. So maybe you do lose a few
sales, but you continue to build your brand rather than seek short term advantage”.

“It's all about finding balance. Most major brands told us that ecommerce was not right for them
and they’'ve ended up selling through third party sites such as saks.com and
neimanmarcus.com where they can only offer so much of their own unique brand experience,”
concludes Swanson, “We get emails from online clients saying [visiting gucci.com is] just like
visiting a real store, that's my perfect accolade”.

However, some brands fall into the trap of over designing their site and sacrificing ease of
navigation and the ability to view products easily and clearly. Use of space is extremely
important for luxury brands, where the focus should be on using maximum page area to
showcase beautiful product shots and zoom functionality to capture the detail. Whether selling
online or not, the deeper the exposure to brand and product that the web can offer, the greater






