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ABSTRACT

The study aims to throughqualitative case studgiescribe hovsix Swedish higkend apparel
companies attributed gmart ofit he Swedi s h Witla enlné distributioa haglee r 0
been affected by six chosen factof$ie six factors presented are extrdchkem previous
studiesand consist of customer relationshipstermediary relationships, pricing, costs and
revenuecompetitorsand impact on the brand. The results shiogt customer relationships is

an important factor that most companies value and was also the factor they presented as
determining when they madket decision to go onlin€€osts andevenuehave an effect on

the companiesand was something the companies had to consider after going.online
Intermediary relationships are important to some extent and demand continual
communicationsbut notling thatworried thecompaniesCompetitorsand pricing were not
regarded as important, where price setting was primarily seen as a valuable tool to control and
maintain intermediary relationshiplnpact on the brand was regarded as an important factor
when engagig online,and the positive aspects of increasgednd knowledge and brand

awareness were appreciated

Keywords: e.commerce, multi channel distribution, apparel industry, online
distribution
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1.0INTRODUCTION

E-commercel is booming in SwedenDuring 2009 the net gross ofcemmerce in Sweden

was estimated at 22,1 billion SEK, which is 4 percent of the total retail market (Svensk
Handel,2010).Between April 2008 and March 2009, 63 percent of Swedes between the ages
of 16 to 74 purchased goods or services onling. of these purchase®4 percentonsisted

of apparel and sports goods.-commerce is thus gaining importance as a complimgnta

distribution channel for apparel compani@handelstrender, 2010)

Currently the Swedish higand® apparel industry is growing in popularity. Swedish fashion
companies have received increasing amounts of recognition both nationally and
internationally,l eadi ng to it being entil(Fleod, 2009 e A Sw
Carlén, 2010). The companies included in the term are thirtegnend apparel companies

that are typically highly dependent on their brands and can charge high prices for their
productsDuring the past years many of these companies have increased their presence online
(Carlén, 2010).

The Swedish higlend apparel industry brands have been using the Internegdhe last

decade but the purpose has recently been alter
served the purpose of a showroom where consumers can view the product range and be
referred to a store where the products are sold. Other companieshusen to distribute

online via retailers. Others have chosen to open up fully owned online web shops, a strategic
move that is become increasingly common in the industry. (Carlén, 2010) Out of the thirteen
companies considered to belong to the Swedighida wonder, seven of them have
established the web shops adlyf owned distribution channels and six of them are

respondents in the study.

Companies in the Swedish fashion wonder carry several traits. They are comparatively small
in size and turnover (@gens Industri, 2009). Furthermore, the smaller -eigth apparel
companies must compete against larger chains, and whilst the concentratioe oh&ng is

increasing, sosi the difficulty for smaller brands to keep customers interests and gain profits

!Abbreviation f or Husinessondustad through thenrsemmpeerstel@phonesfax machines
barcode readersredit cardsautomated teller machiné&TM) or otherelectronicappliances (whether or not using the
interne) without theexchangef paperbaseddocuments 06 ( Busi nessdi06@4) onary.com 2010

2 High-endapparel is defined as clothing that is expensive and often only produced in limited numbers (Prospects, 2010).

Own translation of o0Det svenska modeundret 0, a term common
and designers

The compaies included can be seen in Appendix 9.1: Companies seen to be part of the Swedish fashion wonder


http://www.businessdictionary.com/definition/business.html
http://www.businessdictionary.com/definition/computer.html
http://www.businessdictionary.com/definition/telephone.html
http://www.businessdictionary.com/definition/machine.html
http://www.businessdictionary.com/definition/barcode-reader.html
http://www.businessdictionary.com/definition/credit-card.html
http://www.businessdictionary.com/definition/automated-teller-machine-ATM.html
http://www.businessdictionary.com/definition/electronic.html
http://www.businessdictionary.com/definition/internet.html
http://www.businessdictionary.com/definition/exchange.html
http://www.businessdictionary.com/definition/documents.html

due to their inability to compete with the same vast volumes and low costs of production. The
companies are generally also faced with difficult financial situations that restrict their
operations.Seeking larger revenues while maintag a strong brand ehtity aretherefore

key objectives for these companiésnderbygd & Gardiner, 20Q1eijonhuvud, 2009

The decision to use the Internet for distributional purposes, either through retailers or more
importantly through self owned web shops, makes therriet a complement to traditional
distribution channels (Webb, 2002). When companies choose to implement the Internet as a
distribution channel it can lead to enhanced value for the consumer or decreased costs for the
company, providing profits and bensfifor the company. In choosing which channels to
implement in a distribution strategy it is a balance between being able to serve all desired
target customers and the costs incurred. (Chopra & Van Mieghem, 2000) The multichannel
distribution strategy doelowever come with some managerial challenges and must be

thoroughly considered and monitored (Webb, 2002).

Within the industry experts are advocating the positive outcomes and are urging companies
included in the Swedish fashion wonder to take part antl s$&ng the Internet as a fully

owned distribution channel. More and more consumers are purchasing online and sales of
apparel compose 10 per cent of all online sales and 80 per cent of Internet users claim that

their consumption of fashion onérwill increase. (Carlén, 2010)

With all the positive press and hype surroundirgpemmerce it can be easy to deduct the
benefits from the strategy. ik far easier to negledhe negative aspects that companies must
consider. &r from all companies arexperiencing the benefits of the stratdéidij, 2010

and even several of those companies that are seen as successful-satmmerce such as
Amazon have seen tough timghopra & Van Mieghem, 2000kntire ndustries such as the

online sales of grocers have met difficulties and had to pull back before approaching e
commerce agai(Lindstedt, 2008)When the matter is researched in theory, it becomes all the
more evident that there are aspects that companies need to investigate and consider before

implementing online distribution.

Compani es 6 eonmereerhasdeen of interestefor researchers and several studies
including those byRao, 1999; Doherty et al., 2003; To & Ngai, 208&jmeron & Hurtado,

2006 and Rowley, 2009, have been condudted deduce factors that
decision to go online. Six factors have been derived from their results and appraised as

relevant for Swedish higand apparel companies to considgrenimplemening an online



web shopthat serve as an online dibution channel. They are: customer relationships,

intermediary relationshipgspmpetitors pricing, costs and impact on the brand.

For an industry that is being urged to use online distribution and progressively contributing to
Swedish GDP it is impera to gain an understanding for the use -@ommerce as it is
becoming a well accepted and profitable distribution channel for many players on the market.
Studying the factors that have been the most critical for companies in their adoption of the
Interng provides ground for future companies that are considering the strategic move. It is
also interesting to gain insight into as it is a contemporary phenomercamimaerce is still
only in its outset, but with the continuous technological advances anésedremumber of

users it is probable to believe that it has a long future.

1.1Purpose

The purpose with this study is to describe heeommerce has affected Swedish hegid
apparel companigbrough describing how six factors have impacted the companies and their
online strategiedt is a matter of special interesince almost half of the companies included

in the Swedish fashion wonder have yet to open online distribution.

1.1.1Research question

How have the six chosen factors affected six Swedishénighd appar el compani e

Internet as a fully owned distribution channel?



2.0 THEORETICAL FRAMEWORK

The threoretical framework preserdgx factors that higkend apparel@ampanies must consider
when it comes to distributing onlin@he factors have been derived from the five previous
studies: Rao1999; Doherty et al., 2003, To & Ngai, @) Salmeron & Hurtado, 2006 and
Rowley, 2009 The different studies albresentedlifferent factorsbut some ofthe factors
came up in several studies. It was primarily the recurring factorthihatudies determined to
be the most defining for opening an online web siapwere combined and grouped into six
main factors that afféccompanie§online distribution A more thorough presentation of the
factorswas facilitated by articles thatere more specifically focused arspecific factorThe

six factorsare: customer relationships, intermediagiationshipscompetitors pricing, costs

and impact on the brand.

2.1 Factorl: Customer relationships

The first factor that must be consideiadregards tamnline distribution igshe consmer and

how the move onlineaffeds t h e compani es o rel ati éarahi ps
distribution channel that is aimed at the end conswuoempanies must first ensure a demand
from the consumers and the right purchasing behaviour, and then they must start working on
building relationships to the consumers.

First of all the companies must ensure that consumers have the aoieet purchasing
behaviour. For the right consumer behaviour to happen, consumers must have the technology
and knowhow to use the Internet for shoppjrajong with the desire to purake online.
Studies conducted by Nicholson et al. (2002) surrounding in which situations consumers
made certain channel decisions it was found that the Internet was often chosen because of
physical or temporal variables. The temporal variables includedbke of ordering and that
delivery can be specified. The Internet was also chosen when the purchase was more
functional or when the consumer wanted to avoid the physical aspects of shopping in a
physical store, such as social contact with store emplopeesher likely reason is that the
product is not available in any other wdsor exampléf it is a product that the company
chooses to only sell online, or if the consumer is too geographically distant from a physical
store. (Nicholson et al., 2002)

Companies must also realise the different conditions on the Internet when it cosmyitay

customerscomparedto the physical worldSome of the most important unique aspects of



business on the Internet include that the Internet is open 24 hours a dayitatileato a vast
geographic base of people simultaneouslyditionally, due to the way the Internet is built

up, a change made on the central web server leads to the change being made for everyone that
has Internet acceds turn giving @mpanies the peer to control their product portfolicnd
offeringsmuch easierPresenting the possibility to offer a greater selection of products to the
customersFor example, it provides businesses with the alternative to sell products that are no
longer a part othe primary collectionpr quickly changea price (Salmeron & Hurtado,

2006; Chopra & Van Mieghem, 2000)

When consumer demand is ensured and there is a customer base, companies must start
building relationships to their consumers to secure rgpgahases. Wo main aspects of the
customer relationship are the opportunity to gain customer insight, and customise the offering
for consumers. Customers that purchase on the Internet are often willing to engage in
inquiries regarding the product anlde purchase situation. They are willing to make the
purchase situation personal, entailing a vast amount of information that the companies can
use. This information can in turn be usedfuother segment consumers aimdprove the
relationship with customersbause of an increased understanding in purchasing patterns and

customer needs. (Rao, 1999)

The relationship to customers can also provide reasons for companies not to start up e
commerce. One argument againstoenmerce for apparedompaniesis thatin an online
store, it is hard to recreate the same experieasein a physical storevhich can be an
important part of shopping for the customEBne main aspects that are lacking on the Internet
are ersonal service and advice from a store empldygieg onthe piece of clothing in the
storeand the instant gratification of leaving with the product #ratoften an important part

of the purchase experience. (Ehandel, 2010; Rao,)1999

Risk is another factor thatan have a negative effect on companiésrelationship with
consumers. Generally consumers perceive purchases on the Internet to be of greater risk.
Underlying reasons are often associated to the product gselé the item of apparel cannot

be felt or tried on before a purchase, causing aontbat thegproductwill have to be returned.

Apart from risks associated to the produlsere is also an aspect of risk that includes fear of

fraudulent websites and giving credit card details online. (Rao, 1999)



2.2 Factor 2: Intermediary relationships

The secondfactor that must be contemplated is the effect it will have aatiogiships with
intermediaries. When it comes tecemmerce and intermediary relationships the aspect that
companies primarily must consider concerns channel conflidtling a nev distribution
channel affects relationship dynamics with already existing channel members and can lead to
channel conflict. (Webb, 2002)

When a company changes its distribution strategy towards direct online sales and e
commerce, the relationship to itg#érmediaries and distributors is likely going to change and
conflicts may arise as a result of the new situation (Bucklin et al., 1997). The new situation in
these cases being that the company opening up an online store at the same time competes with
its intermediaries and distributors. This phenomenon is cafieztnet channel conflictlt

occurs when traditional physical channels compete with the Internet channels for the same
customers, on the same market. This competition can be between a firmiatairmesdiaries

or even between different channels within the compdipunghwa Lee et al., 2003)
Previous theories regarding channel conflict have primarily recognized three different factors
that cause conflict between channel members; these are gmahpatibility, domain
dissensusand differing perceptions of reality (Reve & Stern, 1974; Stern, 1992).

A common causeof Internet channel conflict i€annibalization Cannibalizationis the

process where one activity or process is essentially generating revenue at the expense of
another. This phenomenon can take place within company units or between companies
(Webb, 2002; Keenan, 1999). An example is when the company opens up arstorinand

takes the customers from their sales agents. The compestanes their channel partners
(dealers, distributors, retailers, sglesple etc.) Wwo believe that sales orders booked through

t he manufacturer ds we b s wisedavabean placeddheoutgem wh i ¢ h

thus overleaping them leading to lost commiss{geenan, 1999)

Although, cepending on how a company handles a conflict it can also have positive effects. It

is called afunctional conflictwhich is a conflict handlechia constructive way which may

take a firm to Ahigher | evels of creativity,
97). This can be true in all aspects of conflicts that are not detrimé&ntéhermore, if a

company through online distribution mege to reach out to broader segments, larger

customer bases and even new markets chances are that intdeseati@rgoing to profit as

5 Domain dissensus is defined as differences in domain definitions of role and responsibility as a channel and towards other
channels and actorfRR¢senberg &tern, 1971)

10



well. Especially if the company integrates its intermediaries in this chammelcreating a

type of synergy effec{Youngwha Leeet al., 2003

2.3 Factor 3: Competitors
Thethird factor isthe competitors The competitrs can be seen out of two perspectives. One
is other retailers and brands in the traditional physical world. The other is the other retailers

and brands that sell online.

The first dimension is the traditional physical competitCompanies will be more eag to

usethe Internet as a distribution channel if it is a method that their competitors are using and

they need to keep up witinaditional competibrs to keep their market shaigaving great

market share and power in an industry therefore adds tompani es 6 freedor
implementation of new thnologies such as the Internet. This is due to the facthbaiwill

survive, at least a while, without taking the same steps as competitors. If competitors are not
implementing the Internet, this carthar provide an opportunity for the company to gain a
competitive advantager @ can lead to the company ending up behind its compet{fbos&

Ngai, 2006)

The secad dimension ighe actual Internet competitors. When it comes to the Internet as a
marke there are several different websites where a product from a specific brand can be
found. The fully owned web shop is often just one such places@ners are likelyo use
search engi nes tha offér arcaldactaon df differerd praducss evell as the
compani esd homepages. Therefore i tompestors mpor t
they are likely to be faced with on the Internet, and how they should certify that the

consumers choose their online stanel not another website. 4R, 1999)

2.4 Factor 4: Pricing

The fourth factoto consider igricing. The general margins of higdnd retailing apparel are

high compared to the industry standard. An apparel reseller generally prices products at three
times the purchase cost. In effect this implies that a pair of jeans which is sold to costumer for
1000 SEKis purchased by the reseller for 300 SEK, providing this margin. The transaction
cost to customer is therefore a vast part of the retail price, which with integration down the
value chain to the end costumer can earn large revenues for successful adogitarsally,
distribution through fully owned physical stores has had several entry barriers, with high cost

and risk involved. Traditionally, the major |

11



third-party resellers, and downward integration tlgio the value chain of this type is

uncommon. (Gertner & Stillman, 2001)

Recommended retail pricing key when utilizing external retailershis type of price list,
provided by the supplier, is a powerful tool in controlling distributors and maintaaniaget

price on the marketRivalry and business models built on prmgting are unusual in the
apparel industry. Rivalry pricing increases as the products become homogenous. The more
similar the product, the more important the price becorfes. high fashion labels, the

inherent uniqueness implies that no such forces are in agBemessa M. Fratto et al., 2006)

Within the apparel industry the interdependence between suppliers and retailers play a large
role in pricing. As longerm relations are hity the retailer is often a price taker, rather than a

price setter. This means that control lies with the supplier. Large department store chains such
as WalMart are however strong enough to exert pressure on suppliers and demand pricing

suiting their bw cost business model. (Genessa M. Fratto et al., 2006)

Inventory turnover has an additional effect on pricing, as sales measures are introduced in
order to shift obsolete or seasonal inventory. Price is also used as a tool to signal to external
vendors e price level of the market, and in some cases solve channel conflict. A higher price
in the self owned online store eliminates price as a competitive advantage towards retailers,
thus reducing the conflict of price rivalry (Genessa M. Fratto et al.,)20@@@trolling price is
important in order to balance power between the manufacturer and intermé@dgirift in

price would create conflict, implying that separate pricing strategies throughout available

distribution channelsan bevolatile (Youngwha Le et al., 2003).

Conflict is also possible through misjudgement in regional pricing. Customer behaviours can
vary in different regiog and the local demand can create separate pricing strategies.
Displaying pricing online creates a transparency, dispipyiis type of price inconsistencies
Power and tools to enforce a strategic positioning with different pricing is therefore vital in

order retain control and avoid channel conflic¥arfg et al20(9)

2.5 Factor 5: Costsand Revenue
Thefif th factor isthe effect on costs and revenue. Costs can be both saved and incurred due to

a move online.

Using ecommerce can cut costs and increase revenue because of the possibility to distribute
directly to the customer. The shorter supply chain gives the compamypower to increase

12



margins and to avoid having to share margins with retailers. (Chopra & Van Mieghem, 2000)
The increased power can in addition lead to a better bargaining position and decreased costs
for example cloth and other materia{Salmeron & Hirtado, 2006)it also forces firms to
streamline several processes including packaging, delivery and inventory. Inventory costs can
be reduced since the inventories can be centralised due to the product not having to be close
to the consumer or retailei§the centralised location for the inventory is strategically placed,

it can also lead to decreased transportation costs for suppliers. (Salmeron & Hurtado, 2006;
Chopra & Van Mieghem, 2000)

Other costs saved are thasgsociated with the start up and epg of a physical store are
reduced when distributing onlin®ne of those costs is employee costs that are avoided since
stores on the Internet do not have to be manned. The same is true for costs that are connected
to opening up new physical stores tgpard geographically. Expanding into new markets in

new countriess associated with great costsd risks, of which many can be evaded by using

the Internet as a distribution channel. (Salmeron & Hurtado, 2006)

Lastly, msts are also decreased becausdeffaster time to market that becomes possible.
Through selling online a product can be made available to consaseon as it has been
produced There is no lag time between production and distributing it out to retailers who in
turn must get it out tthe customer. With traditional channels companies must first produce a
substantial amount of the product and then transport it to all retailers to be able to meet
demand.This can be avoided with online stores csinthe physical product does not
necessaly have to existbut simplyan image of the piece can tisplayedonline.(Chopra &

Van Mieghem, 2000)

Costs can be saved by using the Internet as a distribution channel, but it is not to be forgotten
that all added distribution channels also incur iasegl costs. One of the main costs comes

from transportation. When products are being sold over the Internet companies have to be
able to fulfil the process and give the consumer their product within a reasonable time. This
can lead to greater costs sineedqucts must often be shipped one by one. The costs saved by
economies of scale that can come when masses of products are shipped to stores cannot be
used. (Chopra & Van Mieghem, 2000)

Other costs can come from returns. Since the customer cannot try artithe of apparel
beforehand, there is an increased risk for returns.clonemerce, returns are more expensive

since the product must be shipped back, which naturally is a cost for the company. The

13



process for handling returns and keeping up custontisfagdion carbe expensive(Chopra
& Van Mieghem, 2000)

2.6 Factor 6: Impact on the brand

The sixh important factor for companies to consider isithpact that the strategy has on the
brand.The Internet can be seen as a good channel to dewetop s umer s r el ati o
brand since it is a means to reach them beyond traditional distribution chandedan be a

way for companies to simultaneously communicate, offer services and build a relationship
Consumers build brand associations andntr knowledge from all contact with brands
meaning that if companies use the channel the right way it can be a useful tool, while if they

are not careful they can portray information that is damaging to the bkabicind can be

hurt if they cannot meet ¢hexpectations that consumers build up regarding what value the
Internet sales can offer thefRowley, 2009Quester et al., 2007)

Conducting ecommerce can be a good way for companies to increase brand knowledge.
Previous research has shown that brantls @stablished .eommerce have seen enhanced
brand knowledgeThrough integrating Internet strategies with other marketing channels,
companies can effectively reach many different consumers in many different waya with
minor increase in cost$n turn leading to a stronger brand and increased beamareness
(Salmeron & Hurtado, 2006)

Apart from the fact that the company gains increased brand awareness, the usage of the
Internet as a distribution channel can portray a certain image of a brand. Thecémabe
perceived as more tip-date and technologically aware (Salmeron & Hurtado, 2006).

On the other hand, the brand can be damaged by the adoption of the Internet as a distribution
channel. As mentionednder customer relationgps there is alack of personal exchange

with the consumethatcan have an impact on how consumers perceive the.lEamsumers

build relationships with brands and create emotional bonds. When the consumers cannot get
the personal contact it can be hard for compatuidsiild up a sense of trust that is vital for

any brand. (Rao, 1999; Rowley, 2009)
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3.0 MODEL FOR ANALYSIS

A model has been derived out of the theory presented in the theoretical framework. The
purpose of the model is to pro a basis for the operatidization of the study. It is the
structureupon which interview questions arhalysiswere basedThe model gatherthe

factors presented in the theoretical framework

The first factor is customer relationshipeow the decision to open up an onlistere has
affected the rel ati ons. The secondlfaetor is ontepnadmiye s 6 ¢
relationships which is how ecommerce has affected the relations to distributors and
intermediaries Thethird factor iscompetitors which differs online fromoffline and affecs

the useof the Internet as a distribution chann€he fourth factor is pricing s af thect on
company Thefifth factor is costand revenueincluding saved and incurred costshich

could play an important pafbr e-commerce. Te sixth fector is the impacthe online store

hason the brand.

WhenSwedish higkend apparel companiese online distributiothe factos can be more or
less important buthe factors are interdependent and should all be considergdikely that
one or a couple factors wiave greater impaaven if all are likely to be considereddan

have an impact on the perceived success of the online distribution

Since the model is the foundation tbe interview questions, the model also has a role in the
empirical platform. In the analysis comparisons areenaetween theory and empirical data
in regaré to the model. Bcrepancies and conformities are then evaluated gawveh

meaning.

15



Figure 1: Six factors affecting Swedish high -end apparel companies Guse of the
Internet as a distribution channel

Factor 4:
Pricing

Factor 3:
Competitors

Factor 5:
Costs and
Revenue

Factor 2:
Intermediary
relationships

Swedish high-end
apparel

Factor 1: companies' use of Factor 6:
Customer T ST A6 B Impact on the
relationships brand

distribution
channel

(Source: Own compositiobased onRao, 1999; Doherty et al., 2003p & Ngai, 2M6;
Salmeron & Hurtada?006; Rowley, 2000
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4.0 METHOD

4.1 Chosemmethod for the study

To describehow companie§use of the Internet as a distribution chanielve been affected

by the derived factors a qualitative and exploratory case study was chosen as the most
appropriate research method. The reasortdoductinga case studys thatit is particularly

useful when the aim of the study is to explore current circumstances, and a case study permits

a deep and extensive study that offers a wider perspective over real life happanings.
exploratory methodology was ches to establish an increased understanding for a
phenomenon, in this case, how t he isatltet or s h
Internet as a distribution channel. There is no ambition to discover any causality between the
factors and the decisiomsade by the companies, the study is purely descriptive. (Yin, 2009;
Saunders et al., 2009)

For the purpose of this study, the interview was judged to be the most suitable and exhaustive
method that would provide the necessary dataahalysis to be madénterviewsgave an
opportunity to gain insight i nto respondent ¢
and feelinggDalen, 2008) The interviews were focused, meaning that they were conducted

over a short, specific period of time with questions as a base for the interview conversation.

The questions wersemistructured, which was chosen as the most appropriate method as

they provide data that is specific for the purpose of the study and still have an element of
flexibility (Yin, 2009; Dalen, 2008)These types of interviews were appraised as important as

there was an awareness that respondents could present factors that wezeambégbin the

theoretical framework

4.2 Methodological discussion
There are a few issues connected to the method of choice that have impacted the execution of
the study. Thanks to the awareness of the issues, the study was conducted in a manner that

cerified the avoidance of problems with the study connected to the issues.

One of the main problems is the risk of the
collected data. This can for example happen through leading or incorrectly posed quistions
is unavoidable that the researcher has prejudices and hypotheses assumed to be the result of

the interview. Therefore, it is important that the prejudice is used in a positive way to add to
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the interview. The preconceived notions can be used to uadérand actively listen to what

the respondent has to s&Y.in, 2009; Dalen, 2008Yo avoid this problem the interview
guestions were thoroughly worked out and reviewed by third pa8ieps were taken to
ensure correct interviews and intervieechniqie. Work was put into the process of
producing interview questions that served as a guide throughout thestsectired
interviews. Much effort was made to avoid questions that were unambiguous, leading,
demanded special knowledge, information that thgpoedentmay not have or about
sensitive matters. Instead questions were designed to give an outlet for the respondent to fully
express an opinioaf which factors were the most important in determining their approach to

distribution via the Internet.

Anocther issue that was worked around is the possibility of wrongful data due to interviewers
remembering incorrectly(Yin, 2009). This was avoided by recording the interviews,
transcribing them and taking notes to be able to repeatedly listen to the inésbview r e pl i e s
Throughout the interviews, a technical aid was used to make it easier to take part of all
information and nuances of the interview. Tl
sound recording program. To ensure that it was not a hinglfand¢he respondent, approval

was given first. For the best recall and reproduction of the interview the material was

transcribed and noted as close to the time of the interview as possible.

A third matter that was contemplated is the possibility thainfeeviewee gives the response

that they assume the interviewer wants to H&am, 2009). Previous to the interviews the
intervieweesd therefore received a text reg
could start considering possible repli€&t her probl ems include the
articulate the correct farmation, bias, misinterpretations and poor reféih, 2009) These

issues were harder to control as they lie with the respondent, but were avoided by letting the
respondentspprove the transcribed data derived from the interviews. They thereby got the
chance to add complementary information, revise their answers if needed and approve the

final data presented in the empirical data in chapter 5.0.

4.3 Choice of companies
The bass for the choice of companies was thecsa | | ed f Swedi sbhsindeashi or

they are in the forefront of Swedish highd fashion apparel. The aim of the study is to see

6 The companies viewed as part of the Swedish fashion wonder can be seen in Appendix 9.1: Companies seen to be a part of
0the Swedish Fashion Wondero
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how companies that are seen to belong to the wonder have approached usitggribeds a
distribution channel. Since the aim of the study is based on companies thadltemady
estblishedfully owned online distribution channealthe choice of companies wasarrowed
down. Out of the thirteen brands considered to be a part ofshmfawonder, aven of them
had online stores. All of the seven companies were asked to participate and one of them

declined resulting in six companies participating in the study.

A demand from several companies was to rengianymous To provide anonymity for
these companies the remaining companies had to be anongsouel. For the purpose of
the study, this was not regardadsubstantial dilemma gia specific company details were
not considered necesry for the resultsAnonymity can instad provide security and a
motivation for the respondents to speak more freely about a subjdubui having to be

concerned foletting out business specific information (Repstad, 2007).
Companies that use the Internet as a distribution chandedgreed to take part in the study:

- Company A: Company A is a Swesh mmpany with headquarters in Sweden
founded in 1996The first ollectionwas launchean 1998, its first flagship store in
2003 andthey opened its online web shop 2006. The prodwsctisl are higkend
apparel in various collections, but all are classified as fashion apparel. The company
sells products in around 10 different countries, has around 200 employees
internationally and a turnover of around 100 million SEK in 2009. (RespbAden

- Company B: Company B is a multinational clothing companyounded i n t he
carrying both casual clothing and active sportswear. They are owned by a foreign
investment firm that has about a dozen brands in their portiGhonpany B has
little less than a hundred stores throughout Europe but more than half of these stores
are franchise stores. They also distribute to wholesalers,irgpgdodschains and
casual clothing stores. The company had a turnover of around 550 million SEK in
2009. (Respondent B)

- Company C: Company C launched its first collection in 1997 and has both fashion
and sportswear including both golf and skiwear. The apparel is sold in around 20
different countries anthe companyhas flagship stores located internatily. The

online shop was opened in 1997 but was shut down for a couple of years before it
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reopened The company had a turnover of around 300 million SEK in 2008.

(Respondent C)

- CompanyD:Company D was founded in Stockhol m
been situated in France the last 6 years. They make both casual and dressed high
fashion apparel in different materials. They distribute their clothes to -braltid
stores in North America, Asia and Europe. They opened up their online web shop in
2009, and this is also the only store that they own themselves. In 2008Itséig of
the booksvas 6 million SEK. (Respondent D)

- Company E:CompanyBwvas f ounded iamdntakes higieredtfashiod 9 9 0 6 s
apparel. They are available in over 200 stamesround 2Q@countries. hey opened up
their online store in 2008 and had a turnover of around 20 million SEK in 2009.

(Respondent E)

- Company F: Company F is adlenimbased apparel company, but their collection
includes both casual clothing and accessoaie well. They were founded in the late
1 9 9.0ridegopened tkir online web shop during 2008 ahdd a turnover of around
15 million SEK in 2009.Respondent F

4.4 Choice of respondents

To gather necessary empirical data surrounding the impact ofdteesfan the online web

shops and the companjepeople thatwere aware of theeffecs were of interest as
respondets. The people that were choses respondents were those that partake-in e
commerce strategies, or those otherwise informed of what tbenargation is in the matter.

One respondent was interviewed from each company and seen as representative for the

company.

As in the case of Company A, Company B, Company E and Company F contact was
established wh people within the companies arbde field of research was explained
Thereafter contact was made with the people most adequate to emsieefield of research,

in these cases, directors of the companieséb
contact was established with the owner e investment company owning CompanydC t

move further in understanding what factors and how these factors aftectedline store.

This respondent had | ong e xmakimgihaving leeenahfe t he
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owner and on the board of directorg #olong time in Company C. Company D is in this
context a bit smaller in size, the CEO in this company was therefore well informed of every
aspect of the online distribution decision avell suited as a respondent in this study.

All the respondents werprominent in their respective company and had great expertise
regarding the subject at hand. They are also considered by the respective companies to be the

most suited to answer the questions in this studyranepresenting their companies.
Respondentwere:

- Respondent A:head of online store for Company A (Af2i8° 2010)

- Respondent B:head of online store for Company B (M&}2010)

- Respondent C:Co-founderand board member @ompany C (May'™" 2010)
- Respondent D CEO of Company D (Magd" 2010)

- Respondent E:Retail Manager at Company(Elay 21°' 2010)

- Respondent F:Retail/Webshop Coordinator for Company F (Mag™ 2010)

4.5 Conducting theinterviews

Respondent Avorked as chief of the anle web shop in Company A and contact was first
made with acolleague to the respondent where contact information was exchanged.
Thereafter contact was made with the respondent regarding the subject of the matter and the
time and place of the interview. The respondent preferred the interview to be conducted via
telephone andhe interviewlater commenced on April £3201Q The interview lasted 3
minutes.The respondent had also bemntacted via enail beforethe interviewto provide
necessary information totdeer with the questions that weused in the interview. Later, on

the 18" of May 2010 contact was again established with the respondent via telephonre and e
mail. The purpose of the exchange wastf@ respondent toka part of the transcribed data,

how it was presented in the empiticata sectiorand to verify that the respondent had been
interpreted correctly, this also gave the respondent an opportunity to add or revise the derived

data.
The second interview was quartersadtiuticetpersbn imaharge o mp a n
of ther online storeThe interview wasonthd f May 2010 in the respo:¢

lasted for 45 minutes. Previots the interview contact had been taken with a prominent
person within the organization and Respondent B had been considered maistosuilte
study. Respondent B was provided the necessary information together with the interview
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guestions via telephone andrail before the interview. The respondent was again contacted

on the & of June 2010 to approve the empirical daresented fnm the interview

The third interview was conductenh the ¥' of May 2010with the owner of the investment
company owning Company. 0 he interview wasaceto-faceint he r e s pftenThe nt 6 s
interview took approximately 45 minutes. As in the casehefdther interviews contact had

been taken beforehand with the respondent regarding the study, and the interview questions
had been sent via-reail so that the respondent could be well prepared for the interview.
Contact was then established on tffeo June for the respondent to approve the collected

data gathered in the interview.

The interview withRespondenD, the CEO ofCompany D wasconductedvia telephones

the company is now situated in Frantewas conducted on May #®010 and lasted 30
minutes This respondent had also been contacted via telephone-mail @rior to the
interview regarding the nature of the study together with the interview questions.
Complementing questions were sent to the respondent on MA2@®D and a the 3 of

June 2010 the respondent was asked to approve the collected data from the interview in the

study.

The last two interviews, with Company E and Company F, were completed-rael e
correspondence, as requested by the respondents. Ties negre received on May 39 and
complementary questions were asked in the same way immediately after. Both respondents

answered swiftly and as a result of the chosen method, no further approval was needed.

4.5.1 Interview methodology discussion
The fadt that theinterviews were conducted isuch different mannerdaceto-face, via

telephone, and viamail, could entail issues for the studiyhe differences wenmotivated by

the fact that the most important aspect to consider when it comes to location and method for
interview is that it is secluded and comfortable for the respond@aen, 2008) sdhe
respondents pr ef er e n c e swvereathe ddetesnining dttors wisen it came to
deciding methodology for each interview. It was deemed more important to takedssary
means to gethe interviews completednd ensuring that information was gathered on each
factor than thegains from conducting the same typk ioterview with each respondent
Although it is important to mention thdte different methods not only present different issues
that must be considered, but can also lead to varying types of results from the different

companies.
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The faceto-face intervews werdonger but involved more discussions and conversations that
did not surround the study, which of course is natural when new acquaintances are made. The
telephone interviews were slightly shorter but more efficient and straightforward. When
conducing these interviews any uncertainties were directly pointed out since the element of
body language was not preseHbwever, the lack of body language can also be seen as a
disadvantage with the telephone interviews as the body language can provide subtle
information that complements the spokenrd (Saunder®t al., 2007).Finally the email
interviews gave the most concise answers but were then followed up to a higher degree than
the other interviews so that no misinterpretations were raadeall aspest of the factors

were covered and sufficient information gatherAd interviews were conducted with the
same type of questions and the collection of data didceaseuntil it was considered

sufficient.

4.6 Quality of the study

To test the quality of aase study three tests are commonly used: construct validity, external
validity and reliability. (Yin, 2009; Dalen, 2008)

Construct validityproposes that the study be conducted in an objective manner and that it be
built upon variables that have been @iemalized correctlyYin, 2009). To increase the
construct validity the research design was thoroughly worked through and the factors used
were based on those found in past studies. Respondents were also asked to approve the

compiled results before theyere used in the studyd presented as empirical data.

The external validityc onc er ns t h e zallity (Yihy2009). Sjneenaspedts!of the
study are based on theory and previously conducted studies on the topic the study has an
analytical generalizability connecting the result to a wider theoretical framework.
Replication logic builds on the premise that a study based on the same factors as earlier
studies should make the results more reliapféen, 2009). On the other handhe
generalizdility is restricted andan only be seen as representative for the companies included

in the Swedish fashion wonder that have chosen to go online. As for the generalizability of
the companies to the entire Swedish fashion wonder, the generalizabilitg &leohigh as

there was only one company of all the companies that deleahat chose not to partake.

Reliability regards the ease of replicating the study and receiving consistent fingfirgs.
2009; Saunders et al., 2009) To avoid subject biasyamtnwas offered and the risk was

contemplated throughout the study. Interviews wereeglaguring neutral times tavoid
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possible subject error. To increase the stuc

are presented in the appendix anel$hme person conded the interviews.

4.7 Operationalization

Theories and results from earlier studies executeRdyy, 1999; Doherty et al., 2003, To &
Ngai, 2006, Salmeron & Hurtado, 2006 and Rowley, 2@@nposed the theoretical
framework for the condacted case study. The framework was compiled into six main factors

that according to the presenteédthr i es s h o ul donankdistilmuion c o mpani e s ¢

With the framework as a foundation interview questiowsre formulated to gather the
necessary empual data.The firstfactorbasedinterview question waased for background
informatons ur roundi ng factors that determined thi
Internet as a distribution chanrtelgain a further understanding of why this was an attractive

channel to pursue

To gain insight into all six factors, themaining interviewquestions were based on the
factors presented in the theoretical framework and the model for analysis. Eachwast
repregnted by one interview question and discussions regarding each question and factor
were then held with the respondents in argoing conversationlf certain aspects given in

the theory surrounding a specific factor did not surface duringlitteeission the r@ondent

was simply asked specifically about how the respondent perceived the d$pgdh turn

entails that the interviewdiffered in what ordethe aspects of the factors were discussel

if they were specifically asked aboutibthe respondent chose to mention themtheir own.

As a rule, aspects that did not surface during the discussion were usually not something the
respondents valued as importaAtl in all though the interviewers ensured that the same
matters were covetdeso empirical data was gathered on all the factors and aspects of the

factors.

The empirical data was then presented under the six factors. Each factor is followed by the
empirical data col | ect esetothéinterwiey questicaaAndtherc o mp a n
issue that was faced with all the different interviews was the need to translate the collected
data from Swedish to English. All the interviews were conducted in Swedish and therefore
naturally needed to be translated into English for presentatitre report. The issues were

seen to be of minor importance as two of the authors have English as a mother tongue.

! See Appendix 9.2: Interview questions
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The analysis builds on the method of connecting the theory and the empirical data. The
theoretical base for the study wae timspirationfor the interviewsand the skeleton upon

which the empirical data was gathered. Therefore the same theoretical framework became the
starting point for the empirical material presentation and the analysis. The empirical data was
then combined with, and comaped against, the theories and the theoretical frameuiloek

purpose being to distinguish discrepancies or similarities to finally evaluate how skatpte

factors had affectedSwedish higkend apparel compan@s onl i ne . ¢hi stri b
understanding he this had been done the studyultb later draw conclusions d@e what
factorshad af f ect ed -conimercedhe mpstand hevs theseeaffects had come to

be conveyed(Yin, 2009; Dalen, 2008)
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4.8 Method Model

The method model summarises tbecisions made to complete the study. The theory
deducted from previous studies was the foundation. The theory led to the model for analysis
that visualises that the six factors all have an impact on the decision to have a fully owned
distribution channebnline. The model is then the basis for the interview questions that were
the tool for gathering in the empirical data for the study. S#ractured interviews based on

the interview questions led to the empirical data. The theory and the empiricaledatiater
compared in the analysis to see how the responses from the interviewed companies were in

line with the theory. Finally conclusions were drawn.

4.8.1 Figure 2: Method Model

Model for \
p- ™~ analysis over the Ve B

Theory on six factors that / P ~
predominant BRI Operationalisation of Semi-structured Empirical |

d apparel i i1 mpirical

factors h.alsecl =l v theory through Interviews with six data on each
on previous CRINDINIES interview questions companies based on the of the six
studies ShOUI‘i}‘;ZES'der based on the six interview questions factors
distributing factors

online

U

I Y
Analysis of the
empirical data
compared to
the theory

U

Conclusions

(Source:Own composition)
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5.0 EMPIRICAL DATA

The empirical data firspr esent s background i nformati on
decision to start up online distribution. Then the information gathered from the interviews on
all the factors is presented under each factor.

5.1 The decision to open an online store

On the question why Company A chose to pursue an online distribution channel the answer
was that it was considered a good sales channel with good prospects to make profits.
According to them fAthe technol ogy i svenow be
beneficial manner 0. The pri mary théyjprevidedi ve f c
their customersvhich they believedvas demane@d and expectetiom them. They believe

that their customers want to be able to shop whenever they want agfdithevanted to offer

them that possibilityThrough the new channel theguld reach many more customers, even

in other countriesThey also mentioned pricing, where they admitted that the margins

increased sigficantly. (Respondent A)

Company B has a laively newly opened online store. In their view it was considéned

sameas opening up a new store, not that different from any physical store. They believe the
accessibility for customers is vital and the Internet as a sales channel provides ttigsntor

Altés a given part of b uCompary 8smplgragardsitatzah i ng

complement to their physical distribution netwdiiRespondent B)

Company C launched their online stord ith e | astinemedia®ely 8ftér launch of thedi

clothing range and have since been active for the majority of the period. The website was
considered both a sales outlet as well as a valuable window to customers and distributors in
order to showcase the large variety of clothing available from tedbiThis was especially

i mportant since resellers tended to purchas:
products. Additionally, the website provided a valuable marketing opportunity and a
complement to PR and product placement. They wanted dh&ne web shop to show the
width of their product portfolio. Previous to their entry kt@ammerce, PR and marketing
eventswererestricted to sports tournaments and all their collections could not be shown. The
online sales outlets also allowed goodshie shifted instantly as they were exposed to
television viewers. Increased reverdiee to higher margingas stated as a main factor, but

the store wasot expected to generamgnificant revenue(Respondent C)
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Company D had not owned any own physatares before enteringammmerce. Instead they

had put their trust on mulbrand stores to distribute their collections. They have, however,
had their own inventory and since the inventory started to grow larger they had the necessary
preconditions to ogn an online store to distribute their clothing lines themselves too. An
aspect that attracted them to take this step was the higher margins they would get selling
directly to the end customer, that they would profit more for every garment they sold. The
online store also provided an outlet to sell out stock in an effective way. Another aspect that
they value in having an online store is the direct contact they get with their customers.
(Respondent D)

Company EOG6s decision to o pnestly bacpuseatey tbooghti ne s
many customers in todaydéds mar ket choose to
customers internationally as well as nationally. Therefore they considered it necessary to
establishe& o mmer c e . | n aopahs up iextran salesachannblsatd ouricustomers,

and an added channel to market ourselves with. We can run campaigns and develop our image
withoutany i nt er medi aid RespondenpH. Theyralsonstated tedmmerce

is an incredibly importantlatform for their brand, given that they can present their complete

collection in one and the same forum. (Respondent E)

Company F stressed the importance of showing their whole collection on the online store, to
display a comprehensive picture to theirrkets how the brand is supposed to be perceived.
Behind the decision to open up an online store was the aim to create a demand for distributors
to carry larger collections. Another aim was also to meet the demand from customers who did

not have accessilii to physical stores. (Respondent F)

5.2 Factor 1: Customer relationships

Ecommerce affected Company A6s relations wi
Having the online store enabled them to gather, retrieve and collect information on all their
online customers. After gathering and handling the information they were able to adjust their

of ferings and best me et their customersd re
provide newsletters, extra offers and targeted offers to meet specificocose r s 6 desi |
oHaving the online store gives us a | ot of g
moretat we can do i n tdaid Moreovee\wmthougR thes gnlimenstoeent A
to some extent lacks the personal servicerginea physical storegccording to Company A,

some of their customers do not want to shop in physical stores. They stated that some
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cudomers are uncomfortable in tipeocess that involves shopping in a physical boutique.
Therefore they regarded the omlirstore as a sales outlet adequate to satsfyain
consumer s Qg Wesmanei opugopl e prefer t o saido p by
Respondent ACompany A alsdbelieval that their customers waed to be able to shop

whenever they waatl and thereforewanted to offer them that possibilityfthrough the

Internet channel thegould alsoreach many more customers, even in other countreestly

risks regarding€ ommer ce transactions were not s omet

relations with their cusimers.(Respondent A)

Today Company B6és <customer dat abase is quit
customerso6 behavior and concurrently | ack se
the informati on g ait he compgadyheRtore peliea mhastty bn wBat s
feedback they get from customers in physical stores. They also state that employing a
multichannel strategy comes with difficulties regarding the gathering of customer data.
According to the respondent their Customer Refwiiip Management (CR®)system is

relatively primitive and they are therefore about to implement a new system withosea

future. These systems that are abouid@utinto practice ar@aimed athelping the company
synchronizecommunication throughll channels. As the new system comes in order they are
confident that they are going to gain increased customer ing€lghipany B also emphasize

that they do not differ their online custom
treatment, our ml i ne st ore is |l i ke a gener al stor e
situations, offline and online purchasing, are similar and go hand infiaghcher e ar e a |
numbers flying around but maybe half of all purchases in offline stores have startesl on t
Internet, people check price comparing websites, and they Google and check things out online
and then go shopping. Il tés evident you <can
Respondent B said\nd the respondent goes dn;l tl€oa means to re&h other customers,

|l arger segment s, and if done properly, a ve
customer is in a physical store and simply wants to buy a certain jacket but in another colour,

an order can be made online in the physical séme the jacket will be sent home to the

cust omer . AOn the other hand it mu st be ren

awaysc ompet e with personal (RespondentBB0 Respondent

8 A CRM system is a system that enables companigatteer information on their customers to build up profiles. This in
turn provides companiagith the opportunity to custongzofferings and build up and maintain relationships with customers.
(Phan & Vogel, 2010)
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Company C described an ongoing effort to identify antlect valuable data on customer
behavior throughout the multitude of sales chann&éley argue that more efforts into
understanding their customers and their demands are to come. When they release their autumn
collection they are going to measure dingatchase behaviour to get insights into who buys
what and how. This information is going to be used both as a supplement to retailers as well
asto segment their customer base an@dapt their sales and offerings. Moreover the web
shop is a good place promote specific products and customize which products are promoted
after the specific consumer. The compaatyo acknowledgd the limitationsof the online

store when it came trecreating the immersive shopping experience created with music and
interior design in a traditional flagship storféurthermore, according to Respondent C their
online customers were used to shop on the Internet so for them risk -attimreerce

transactions were not an issgieespondent C)

Company D has a customer database eciaa directly to their online web shop that updates

every time a customer logs in. This way they get general information (names and addresses
etc.) about their customers, plus amount spent by every customer as well as other helpful
variables. This allowthem to send out newsletters and make customers aware of sales among
other things. Having direct contact with their customers also enables the company to correct
mishaps much sooner than before. For instance, if there would be a problem concerning
guality with a product in their collection, they get information sooner about the problem and

can make corrections regarding istier. Company Dhavehad bugs in their online system

whi c h, according to Respondent D Aceuwl d ha
customers in a negative wayo, Sso t avasaome e>

concern for Company OJRespondent D)

Company E states thah onlinesales channel offepparenpossibilities to gather customer

data andacilitate customiationaccordingly. At the moment the company does not profile
segmentheir customers, but it is something they expect to be implementing withé@ara
future. Further more, according to Company E,
to shop onlne, not only because of the simplicity, but also because it is less time consuming

and impulse buying can be completed from the comfort of the own home. The online store,
according to Respondent E, is also the only sales channel available for a lobofezgsin

Sweden for example those that live outside the big citiesit her ef or e t he di ff
physical store and an online st GompanyiEsalsonot t |
thoughtt hantany cust omer s i n t oysshop 6nghe mrnaredon c ho o s
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this platformthey could reach customers internationally as well as natiomédiseover, risks
regarding online transactions were not considered to be a problem to Company E.
(Respondent E)

Company F uses the online web ghas an aid in their relationship to their customers, which

helps them tayet insights to their custonsmeeds and adapt their offers correspondingly.

They also own physical stores where they can interpret certain purchase behaviours and adapt
totherast omer s6 demands. Regarding customer r
people who generally shop online in regards to age and interest corresponds with their
targeted customers. These online customers, for instance, usually have a demand for their
limited products, which in some cases only are available online. On the other hand,
Respondent F also states thatfibeline store inherently looses the personal contact with the
customen. To avoid problems in the relationship to consumers it is also borgdahat they
constantlywork on so that the customer will feel at hoarad securelso on the Internet

eliminating the possibility of risk with online shoppir{&espondent F)

5.3 Factor 2: Intermediary relationships

In their relationship with their disbutors Company A explainedig always ahallenge and

that a lot of communication is required to maintain good contact. It did help, however, that
they had owned flagship stores before they opened up the online store, which meant that they
had alreag been in Acompetitiond with their reta
therefore not novel in a wider sense. Therefore, they describe, the decisions to open a fully
owned distribution channel online did not alter their relationship with thigrmediaries to a

great extent. Company A claimed not to h&wael any trouble regarding the Internet channel
taking customers or revenues from either own stores or other retailers. According to
Respondent A their flagship stores together with their entiistributors that sold the brand
previous to the opening of the online store had paved the way for the relationship with their
intermediaries athough no added value to their suppliers after the implementation of e

commerce hatleen found(Respondent A

The biggest concern for Company B when launching thenemerce was cannibalization.

The company was concerned that the Internet channel would make profits at the expense of
other channels. After the implementation though, they realized that their vieaes not
entirely justified. Company B intentionally separates the Sportswear from the Casual clothes

because the two units act very differently to each other. For instance the sporting business is
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more active but a lot more conservative and it is fromm thisiness category most of the

concern and turbulence has emerged. They have experienced that wholesalers and franchisers,
but especially, the sport chains have expre
their customer so wehesnhomp.enfi hige yw pf d enle tomdti nwe
customer s, but as a rule the truth shows the
bases; maybe we can gain new customers who start visiting our physical stores or explore
other channels becaishey want to try or check out other products, perhaps they buy a cap
online and go to the physical store to buy a
fomwhat webve experienced -ommnefrce, muchh moewmnthast or e
cannbal i zati on. 0 bcontinuemaboutRhe selptionstdpamtheir iBtermediaries;

Aitds an emoti onal relationship that you nee

Company C admits that cannibalization was a great worry from retailers during the launch
period when intermediaries expressed concerns about their online str&egwrry and
concernthat diminished almost completely during the years following the launch of the
website. The reason for thiRespondent Claimed was theinsignificantimpactthe online

store had on sales in the physical outlets. Efforts to provide data to reselléisuayein

place so that purckang patternsand customer information can help them in their businesses
(Respondent C)

Company D had not experienced any diffid or protests from their distributors when

opening up the online web shdpN o n e distributorshaveseenus asc o mp et satlor s 0
Respondent D, Afat | east nobody has said anyt
words been noticed arid regards to cannibalization they did not have any own other sales
channels to cannibalize on. Since the distributors, both online and offiex, not
complained, the company assumed thaty had not cannibalized on them eithersum their
relationshps with their intermediaries had not really been affected by them opening up the

online store(Respondent D)

Company E says that there have not emerged any conflicts with distributors when opening up
their online store. The-eommerce has only opened upn® channels for threcustomers to
pursue which has been positive to both themselves and their intermediarregards to
cannibalization, nothing has implied that this was a troublesome effect of going online.

(Respondent E)
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Most important for CompanyF in their relationship to their intermediaries, is that the
intermediaries do not feel threatened because of #t@mmenerce, but instead see it as an
opportunity to show the whole collection in its entirety. The company has only seen positive
effects fran the ec o mme r c e, -dommetcd wetirtreaseedemand in our physical
storeso said Respondent F. So neither channe

they have encountered and had to deal WiRkespondent F)

5.4 Factor 3:Competitors

In regard tocompetitorsCompany A stated that the transition to the Internet as a marketplace
was not that troublesome since they had a lot of experience having been in the aladition
physical market for so long. Strategies of competitors in the physicketwid not affect the

c 0 mp a Acgnamerce®n the Internet they hambmpetitoran two other Swedish sitgdus

a couple of foreign siteOverall they did not experience onlim®mpetition to be very

di fferent from t heir wuosridniensasr ya sc ounspueatliot.i o/ nR e sif

Neither physical nor online competitors weae issue for Company B as for entering the

Internet marketThe company has been unaffected by competitors in the traditional market
which they primarily motivatedy the fact hat most companies are using the strategy to
distributing online Company B distributes to other online retailers as well but do not consider
themcompetitors that diffefrom the traditional physicalompetitors @Al t 6 s t he s ame
just as you havehysical flagship stores you can have several retailers online too, as long as
they do it in a good way and in a manner th
new insights aboutompetitorson the Internet however. Mostly from hit rates and Geogl
searches, e.g. companies that they almost did not know carrying their brands ending up being
more popular than them and higher than them on searchesompetitorsituation when

Internet users are directed to other online stores before their own mathsw they did not

know about entering the Internet market and was therefore something they had to learn how

to handle after implementation. (Respondent B)

Traditional competitors on the physical market were not something that Company C found to
have a geat effect on their online distributio6.o mpany Cds ¢l ot hes have
several years by clothing boutiques wititt@nmerce distribution as a complement to the
existing physical store3his means that they have experienced online competitors to have an
impact on their eéommerceAlthough this evokesa competetivesituationbetween the brand
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website and reseller website this is not identified as an issue unless the reseller redwces price

and presents the products in a way that causes damage to the brand. (Respondent C)

Competitorswere not a big issue for Company D either. Before enterisupramerce the
company hadas previously stated, not established a flagship sinrthe physicalmarket
and the ecommerce was a good way to get ofdredundant stock. Enefore they did not
haveexperience otompetitorsin the physical market, and thast affectedby competitors
strategies. As for onlineompetitors they stated that there was rniommediate concetn
(Respondent D)

As for competitorsonline and competition from the physical real@pmpany E had not
experienced this factor in any negative way and did not perceive it as an important factor.
This is true regarding both before thaecision was made to go online and after

implementation. (Respondent E)

Company F did not see competitors as a factor that had a great impact on their strategies
either. When it comes to competitors in the physical world they considered them to be
somethig they monitored, but since so many are selling online now it was not really
something that greatly impacted thehine competitorsonline dd not play any part in regard

to how Company F conducted their business online. They did not experience it as a

probdematicfactor. (Respondent F)

5.5 Factor 4 Pricing

Company A consideredpricing & a meanto ensure positive relationships with their
distributors and retailers. When it came to pricing they were especially thorough to ensure
that they never competed with their distributors on price. In other words, they have the same

prices as in the physical s&s.(Respondent A)

Company B has the same price settings online as in the physical market. The prices are all the
same, whether it is online or offline. Pricing was therefore nothing they contemplated when
going into ecommerce; they used the same priettisgs as before. There are different prices

in different countries however as a result of taxes and VAT: s and currency disparity. Price

was nevertheless dismissed as unimportant in this aspect. (Respondent B)

Company C also states that the web shopnislas to a regular flagship store in terms of

pricing. Additional to that Athe pricing on

hurry to get rid of the products. l'tds not
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today the onlines hoppi ng i snot a gr eat competitive
(Respondent C)

Company D has the same pricing as their dis
would be |ike screaming for troubl e,id obvio
Respondent D. Pricing was in other words nothing they elaborated with, they did have last

seasonds collections on sales but so did the

As of pricing Company E stress the urgency of maintaining the same prices omkatsma
AThe web is a channel where campaigns with ¢
more accepted, but ités vital to keep the
distributors are supposed to make use of the web page as a todl if@dimation about our
clothes and priceso, says Respondent E. (Res

In regards to pricing Company F follows the price settings that the distributors have on their
side of the market. The prices can vary in different countries in Europe buspsrident F

puts 1t; four sales st@&espondent®m our selection

5.6 Factor 5: Costsand Revenues

Before Company A opened their online store they had a well functioning homepage so a lot of
the costs regarding the Internet web site hagadly been covered. As the company stated,

one of the main reasons to open the online store was in regards to costs and revenues; the fact
that they got distinctly higher margins. Another determining reason was that they in a cost
efficient way were ableotreach much more customefs Company A stated the online sales
channel that did not incur a lot of costs and that was why it was an attractive sales channel to
pursue However, for the construction of the online store the knowledge within the company
was appraised as insufficient, so expert personnel was hired from outside the company, which

of course incurred costRespondent A)

Company B have a multitude of collections with several different lines that all have to be
distributed differently, thereferone physical store can in practice not carry all their clothing
lines, it would infer too much costs. The online store, on the contrary, does not have this
problem, since the stock is centralized, and the online merchandize stems from this point. The
whade range of collections and lines can therefore be sold in the online store without
additional costswWhen it came to Company B, the investment firm owning the company was

a great asset in the stanp of the ecommerce. This was partly because they provided the
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necessary capital that covered initial costs, partly because the investment firm already had a
supplier that established online stores. The supplier actually had the competence and
infrastructure to build an-eommerce platform even bigger and more steaiged than they

actually needed which naturally inferred significant costs. As Respondent Bfisays

woul débve never had chosen them ourselves bu:’
perspective this is a really good thing. As it is now, we have a Ferrari with a Volkswagen
engine. 0 And Res po n-dpehastbeeB expensese butonk thigiprdtess st ar t
i's underesti mat e qRetpgndemdEBny compani es. 0

According to Company C the web shop provides cost savings in distribution and
communication to distributers as the collections are displayed in their entireties. The
integration andlirect to customer approach is stated to be important for the margin, but does
not contribute substantially to the revenue when aggregating all distribution chakmels.
early problem Company C encountered was how they would integrate the online sales
channel into their logistic system so that the merchandize sold in the online store would be
shipped directly from inventory to end customer. Since the company has a decentralized
inventory this was a problem that demanded extra attention and additional(Res{sondent

C)

Company D saved costs in regards to reaching more customers, and cutting the middleman

but they actually felt they could have increased the costs in the initial $tagerospect,

Company D felt that they should have invested more mandlye construction of the web
shopbés web site. AAs it is now the web sit
Respondent D, and continues fAif we were to ¢

(Respondent D)

Company E thought of the@mmmerce as an easy and cheap way to reach customers and
collect customer data. Also, it provides a cost efficient way to run campaigns and build the
brand image. The saved costs were not something that determined the decision to go online,
but Company E aclowledges that the Internet can lead to cost efficient distribution if it is
conducted in the right manner. Respondent E eexpis e d netcan aeslly fnake the
distribution chain more efficient, costs that a brand like ours must face anywayh&y

pumposes, can be formeddjusted or6r ecycl ed 6 f oAs inttieecasavwith s hop
Company A and B, Company EOG6s incurred costs

costs mentioned include new investments for the platform and graphical design, esaploy
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freight, photo shootgndimplementation of a customer database. The primary cost incurred
was connected to that they had to hire competent personnel to manage the online store since it
wasnot established from the startRespondent E)

Company F aid that with the distribution they currently had they had not saved costs, but
added; Ainaturally it gives us higher returns
t hr ough @ampaaygFestated tidat they did not experience any incurrgd owore

than bags to the shop and of course since they saw an increase in commerce the hiring of

additional personnel. (Respondent F)

5.7 Factor 6: Impact on the brand

Company A opened their online web shop relatively early in contrast to other comipanies

the industry. Being in the forefront contributed and complemented the image of their brand as
new and modern. Nowadays, however, it is becoming so common that customers more or less
expect similar apparel companies to have an online store. Therefamgote on the brand is

no longer as great solely due to their online store. (Respondent A)

Company BOs g o-eoinmercse sit¢ tbat ttarsseerds iatom a peoduct showroom, so

that customers almost cannot tell if they are looking at a brand inspicaitalogue or are in

fact in the web boutique. AThereds an incre
regards to the costs you pay building these product sites and gettbenremer ce f or f
AWe f eel t h a t-edgee digitah maeeting unisi the fprefront of the industry
which contributes positively to the brand. o
window has many advantages when it comes to campaigns, pictures, movies and stories. It is

a perfect opportunity to build mot i ons and feelings surroundir

in this forum one click can | eaJd to a produc

Company C said that their brand is almost bigger than their company. Consequently impact

on the brand isvitaltb hei r business and al ways somethir

have contr ol over the brand on the Internet
than that, Company Cb6s online store was rega
di stributors an option to | ook at the brand:

the fashion shows in Milan, New York or Paris. Respon@zhbetlieved the function of the
web shop was more important for the brand as a window for distribdiban for the
commerce itself. AThe physical commerce i S

our physical di stributorso as Respondent C p
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Company D is very brand conscious, they choose their distributors thoroughly agdbfna
their products are produced in limited editions. They wanted their brand characteristics to
shine through in their web shop, therefore its design is considered to be of significant
importancefilt is supposed to stand out and convey the impressitredfrand thaive want

to portray Re s p o n d &metweb3shop ia alsb supposed to spread the image of the

brand to a wider customer base and make the brand more accessible. (Respondent D)

AOur brand has had a posi ¢spondentE detlaged in rejard® m o u
to Company EO&6s online storebés impact on thei
much wider sense. According Respondenk; i t bnéne store is quite like a physical store

in the sense that you can choose wiratlucts you want to push and how you want to profile
yourself at a given tim@ The online store is also a good platform to visually enhance the

brand, in a cost efficient way nonetheless. (Respondent E)

Company F works constantly with their web pagewaken the right emotions associated to
their brand. AThe online web shop has positi
fullest and the customers get a better view
online store is also that can mediate the feeling of the brand to the customer. They also
provide help for their customers on the website on how to get jeans to fit and valuable tips on
handling the clothes which they hope will add extra value to the brand as well. (Respondent

F)
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6.0 ANALYSIS

6.2 Factor 1. Customer relationships

First of all it is interesting to note that the factor customer relationship, specifically consumer
demand, was the determining factor that all companies had in common when making the
decision to gmnline. The Respondents claimed thaseng and desired potential consumers
expectan official online outletThese include customensgth geographidimitations toaccess
physical stores and thogethin geographic proximityput who despite thigreferto purchase

online.

According to the theory there are several aspects to the consumet t he compan
relationship to themthat are relevant to consider. The first is the consumer purchase
behaviour and if companies believe there to be enough conswittethe right behaviour for

it to be profitable to open a fully owned online web shop. Consumer behavasuyenerally

found to be in line with purchasing on the Interaetithe companies motivated the decision

to go online with that it was a move thatdemanded by the consumers. From the regsons

given from there spondent s it appears t hat compani e
purchasing online due to the desire to avoid the purchase process in a physical store, the
inability to purchase the brandherwise due to geographical distance and those that use the
Internet as an alternative way to shop. Company ¢ waislerlined that their targetistomers

were customers who in general madany online purchases. All companies thought the
availability andaccessibility of an online web shop wasiaportant part of business and a

service they wanted to offer their consumers.

As for the differences between online and offline there are several aspects that the theory
mentions as important including being of&hhours a day, reaching a vast geographical base

of people and the ability to quickly make changes and present an entire product portfolio.
Most of the companies recognised the differences, and saw primarily the positive aspects this
meant for having atgre online and building a relationship to customers. The asset that most
companies mentioned as one of the main reasons for having an online boutique was the
possibility to present the entire product portfolio in one forum, including apparel from
different lines and past seasons. This was especially accentuated by Company C. The
increased availability for the consumers was something that all interviewed companies valued

when it comes to having an online store.
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The thirdaspect of customer relationshipghen purchasing online is the chosen method of
purchase. The theory states that online purchasing is often chosen due to physical or temporal
variables, which corresponds with the empirical data gathered. In the case of Company A,
some customers wanted &void the physical process of purchasing in a store and shop in
solitude on the Internet. The ease of purchasing online, which in theory was presented as a
part of temporal aspects, was also a reason for customers to shop online. Another reason
presentedn the theory as to why customers choose to shop online was because the product
was not available in other outlets, congruent with the statements of Company C and Company
F. Last but not least, the geographical distance to a physical storgtatedas areason to

why customers chose to go online and this was a facet all companies mentioned as important.

The theory also presents customer insight, segmentation and customization as part of
customer relationships. Athe companies acknowledge the potentfahe Internet and their

online stores when it comes to collecting information on their consuandrgheir purchasing
behaviour. On the other hand, most compargspgcially Company A, B, C and E feel that

they gather and deal witthe information inadegately. For the most part the companies are
aware of their lacking systems and are hoping to develarean the process of developing,

better means for information gathering and handling in the near fullre. theory
recommends further segmentationtbé markets and customizing the offering, which is a
step further that none of the companies have taken to a great éttkratigh Company D
appears to haveome the furthesh developmentgcompanies A, D, and F use the information

to target their marking efforts. The replies from the Respondents lead to the conclusion that
the companies must improve systems and processes to manage the information to convert it
into an offering that is more suited for different customers and different segments. The
companies expressed it as something they did not have enough information to do. For
example Company B had a lot of information but they did not have information about their
customerso6 behaviour. This was due tortheir
Company C as well. Company A stated that there was still a lot they could improve in this
area too. Not exploiting the gathered consumer information gnesarily to do with
insufficient customer data but potentially also with portraying a consisteamd breage. Most

of the companies realise the opportunities though, and were quick to announce their desire to

improve in the area.

When it comes to the lack of personal contact, which gives the customer a different

experience compared to in a physical smympanies were not that worriddteresting was
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that the companies acknowledged the loss in personal contact with the customer in the online
sales channel, but valued the closer, direct contact, they got at the same time in the named
channel. It is a cdmadiction that they lose personal contact but gain closer contact. According

to the Respondents this is nonetheless true,

companies can adapt to what is most adequate.

The risks that the theory associateshwiesitance from consumers were not a great concern

for the companies. The risk derived from the inability to provide the same shopping
experience is one that companies realise but regard surmountable due to the positive effects.
Primarily this was motivied by the Internet being a well suited complement to the physical
channels which allows the customers to search and view the clothes lmeflnevisiting a

physical store to look closer at the specific garment of interest. The aspect of risk that touche
the fear of shopping online much due to frauduieebsites was not all viewexs a problem

It was stated thatince the target customers, often up to 30 years of age, had grown up with e

commerce and was appraiseghatural for them

6.3 Factor 2: Intermediary relationships

Channel conflict and cannibalization are issues that some of the companies have been in
contact with and something that they have been concerned with, espiecthiystartup of

the online channel. In the startup e€é@mmerceretailers and distributors had shown worries
about the online store taking customers and revenues from existing sales channels. The
companies affected by these conflicts mentioned that there was some conflict in the initial
phases of the online channelfté the conflict had its origin in different perceptions of
reality. Intermediaries were worried that the Internet channel would steal customers, while the
clothing brands would perceived it as they all would benefit from adding another channel of
commere. In regards to goal incompatibility, the companies had communicated with
collaborating players prior to the decision and conformed goals. Any cases of domain
dissensus were as described above due to different perceptions of reality. According to the
Resmpndents, these worries however diminished over time. Resulting instead in the
intermediaries coming to realize that the synergies and possibilities connected to the
companies6 online distribution could actual
would for instance grow larger and the customers could get information online and then walk

to nearest retailer to buy the products.
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Another reason to why the companies managed to suppress or altogether avoid channel
conflict was the experience from previouflagship stores experiences which both
intermediarieandsuppliershad $iared. These stores had shown that just because the supplier
had their own sales channel it would not automatically mean that the retailers would lose
profits. Company D did howevenot have any flagship stores prior to online distribution
launch resulting in a lack of experiencing anything resembling a channel conflict. Not having
a selfowned distribution network may imply that they did not have a very close contact with
their intermediaries or that the intermediaries in fact did not see th@menerce as any

threat.

In order to keep the relations to intermediaries constructive and denglogntinual
communications r@ necessary and cstant considerations to them have to &leeh. When

this is done, it can be presumed thafuactional conflict § in action, as in the case of
Company B and F who spoke of synergy effects leading to increased sales for thas own

well ast hei r I ntermedi ari es 6 oXpzienced channel domfliet ¢ o mp
emphasizé the consequential and possible synergy effects tbemenerce had had to a

higher degree than the companies that had not experienced any channel conflict.

The inconsistency between the thethrgt presents the high rigkr negative effectaind the
empirical datathat was not greatly impacted negativelgn be due to the fact that the
interviewed companies have been precautionary and ensured constant communications to
make sure that conflict did not arise with intermeé&® The fact thatnost of the companies
previousto the ecommerce launch had had flagship stores gave them exparteatenade

conflicts easier to avoid.

6.4 Factor 3: Competitors

Competitors werenothing the studied companies were especially worakdut when it

comes toe-commerce. The theory seaompetitors from two dimensions. The first
dimension, physicatompetitors, did not have a great impact on any of the compahoss

mentioned that distributing online has become so common in the inthetiyis no longer a

uniqgue channel developmenthe second diension, online competitors, waseen as
something that some of the companies were su
as us u a lcampsitors wetebtenticipated to beng different from thecompetitors

they had been confronted with in the physical market. Company B did however, some time

after implementing -€ommerce, experience unexpected online market behavior in form of
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smaller online stores that ended up before tbein online web shop in Google searches

while Company E rather saw an opportunity on the online platform to win more customers.

There are several possible reasons for the discrepancy between the theory that presents
competitorsas an important factorandh e compani esd6 respon&es t he
importance almost completely. As forcompetitorsin the physical market, one of the
explanations may bbecause of theature of thandustry. In thenigh-end appareindustry

focus seemto beless onlhe competitors and more on the own brand and the relationship to
consumers. The companies offer different products with different designs, which decreases

substitutability and therefore alsompetitors

When it comes to the onlir@mpetitorsan explanaon for it being mentioned in theory but

not given focus in the respondentsod replies
online stores that appeal to consumers. Another potential reason could be that most of the
other websites that sell theadmds online and compose onlinempetitorsare not actually

regarded asompetitorsas they can be intermediaries to the company and the issue should
rather be considered under intermediary relationships. Further likely explanations could be
that in the pysical market, brands have both flagship stores and distributors. This same
dynamic should work online, making online retailers a complement to the online store and not

purecompetitordn the same way that physical retailers complement the flagship.store

6.5 Factor 4: Pricing

The theory states that the apparel industry generally has high margins and the margins are
even higher for the brands that open up their own online store since they integrate down the
value chain and sell directly to the etustomer. This was one of the main attractions for the

apparel companies in establiisp their ecommerce websiteglthough while they increase

their margins the prices stay the same. This is naturally a precaution to not upset their
distributors, and alt he compani esdé price strateg- es h a
commerce implementation due to this fact. The empirical data supports the theory in that
rivalry pricing and pricecutting is not common in the apparel industry. The studied
companies wereery conscious not to compete on price. The price setting was mainly a

means for the companies to maintain and control their relationship with their distributors.

The increased price transparency is another reason the theory claims to be important to
consicer when it comes to pricing. It is especially an issue for companies that have variations

in their prices. None of the companies experienced this as something that worried them,
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which they motivated withhe fact that they have consistent pricirfidhe risks in unsettling

prices throughout the distribution network were considered significant.

Despite much of the theory being considered in the respondents replies regarding pricing,
there is a disparity between theory and empirical data when it comes topbeainte of
pricing on the decision to implement a fully owned online channel. One possible reason is that
pricing as a factor would hinder companies from choosing to apeonline distribution

channel.

6.6 Factor 5: Costs and Revenues

One of the bigadvantages with the online commerce according to both theory and the
answers retrieved from the studied companies is the cost efficient way to reach a wider
customer base, transcending geographical barfldrs.other significant findingwhich all
companes referred to, was the increased revemsea result ointegrating their distribution

down the valuehain and bypassing the intermediaryhe keyissuein the theoretical
discussiorregardingcosts and revenugthe increased margingjas however onlyadmitted
openly by two respondents, B and D, who claimed that reaching more profits per sold
garment was a driving factor when establishing a fully owned online store. According to
theory such outspoken reasoning could facilitate channel conflict, thuglipg a reason

why only two respondents spoke of it.

An important cost saver according to especially Company B, and CompavgsFhe way

they could display all their collectioredectronically inthe online store. This was something

they saw as unique tthe Internet and impossible in any physical duikecause of the costs

for the distribubr. Inventory costs were also saved in several companies, Company D
mentioned the aspect shifting redundant stock in a proficient waompany E saw the
opportunty to run campaigns and build brand image in Hoe@merce platform. Respondent

E emphasized the benefits of being able to use the material without extra costs since the

money had already been invested for the physical channels.

The saved costs were hoveewn various degrees an affecting factor behind the decision to
open an online store for all the companies, especially the cost efficient way it enables

marketing, and reaching customers.

In regards to extra unforeseen costs such as transportation oostsosts of returns
mentioned in the theory it was nothingathwas commented by any of thespondents.
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Respondent B stated that their distribution was located in Manchester, UK, implying that

shipping costs are not a determining factor.

Company C did m&ion the initial problem to distribute the sold merchandize from the online
store, which inferred some practical problems and costs since they had a decentralized
inventory. The costs incurred mostly involved the starcosts and the expert personneat th

had to be brought in to handle the online store. Respondent B pointed out that the process of
starting up ecommerce is expensive and often underestimated, but once it gets moving costs
decrease. Company E commented that there naturally were costatassboth before the
implementation and post implementation. The investments beforehand such as graphical
design and the building of a platform and the costs of running the online store such as

employees andhippingcosts that were tied to the up keefeaimplementation.

6.7 Factor 6: Impact on the brand

All of the studied companies proclaimed that the online web shop had had a positive effect on

the brand, which corresponds with what the theory states if the online store is conducted in a
skilful manne . The companies also recognized the |
potential customersodé6 brand knowledge. To bui
was something all of the companies worked with on their online web shop. Company D
explaned how they used the online store as a means to prolong their brand and how they

wanted the online store to convey the uniqueness of their brand.

Company Balso claimed the possibilitto synchronize one message siranéously with

other channels makinthe message to their customesiearer and more consistent, in turn
enhancing the brand. The Internet also provided a good platform to visually strengthen the
brand, to set movies, stories and campaigns at display that would work for the brand, which is

consistent with the theory.

As the theory also states brands can be perceived as modéorgatp and technologically

aware with the establishment of an online store. This was the case for Company A, which
started the web shop relatively early, contribgtio the brand being perceived as new and
modern. Respondent A stated however, that it is now becoming so common that customers
more or less expect these kinds of companies to have an online store, consequently simply an

online store is no longer sufficieto be perceived as new and modern.
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For Company C the Respondent emphasized that the online store provided the brand with a
showroom that was especially important for
potential distributors, because it @féd them an impression of the brand and its collections in

its entirety.

The theory states that if the online store would be conceived as insufficient and with flaws, it
could cause damage to the brand in form of mistrust and disbelief. The only corhatiny t
mentioned these issues was Company D that had met some problems regarding bugs in the
programming of the website which could cause damage to the brand. This was why they felt it
would have been money well spent to invest more in the construction website from the

beginning.

Thus, all in all, the companies regarded the impact on the brand to be an important factor
when it came to building and constructing the online store and also to build brand knowledge

and awareness.
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7.0 CONCLUDING DISCUSSION

The foundation for the study was how the six factorsaimpt e d ¢ h o s euseofthe mpani ¢
Internet as a fully owned distri