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Although consumers seem to flock around the red-hot trend of flash sale sites, some
industry experts think that these types of sales are more flash-in-a-pan than flashy, and can
actually harm a luxury brand's reputation.

Sites like Gilt Groupe, Rue La La and Net-A-Porter offer limited-time sales on luxury
apparel and accessories. However, continually offering discounts can drive consumers
away from a brand’s standard retail prices, which could ultimately lead to its detriment.

“Flash sales create a lot of excitement and they get a lot of people, but a lot of the time,
those same people probably won’t go back to a brand until they have a sale again,” said
Laura Ries, president of brand consulting firm Ries & Ries, Roswell, GA. “They can
diminish the power or prestige of the brand because  the problem is that consumers get
addicted to this and will probably only focus on your brand if you’re having a sale.

“Why would a consumer pay for something full-price when their friends are getting
something for cheaper online?” she said.

Initial excitement

Flash sales are limited-time, dramatic discounts on typically members-only Web sites.
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Gilt Groupe, Rue La La and Net-A-Porter are some of these sites that cut luxury brand
prices by as much as 70 percent.

Flash sales are especially exciting for aspirational consumers, who cannot yet afford all
luxury brands but can at least get a glimpse and become associated with brands, products
and styles that they would otherwise be unfamiliar with.

Gilt Group enhances brand experience with "Style of the Week" YouTube videos

“Discounted price points make these goods immediately attainable,” said Michael J.
Miraflor, associate director of integrated media at Zenith Media NY, New York. “There is
therefore the argument that flash sale sites are best utilized by brands to acquire new
consumers, and eventually convert these aspirationals into long-term brand loyalists.

“Furthermore the argument continues, once a consumer has access to luxury goods in
general, they feel like they ‘belong’ to that consumer segment, and will continue to
purchase goods of similar nature,” he said. “This, coupled with the limited-time-only/must-
buy-now nature of flash sales, creates a purchasing habit that borders on obsession.”

The pressure of having a sales opportunity that only lasts a limited amount of time is what
makes consumers so addicted to the rush.

However, the downside is that once consumers understand that they can get luxury
products for cheap on a flash sale site, the probability that they will buy full-price in a retail
location is very slim, which loses brand profit.

Cutting more than prices

What is even more devastating for a brand that uses flash sales is the reputational damage
that can be done when using them.

Users could start to believe that brands are not worth the premium prices that they charge
because they are available for much cheaper at other places.

Ms. Ries said that brands who refuse to cut their prices, even when times are tough, can
fare better both economically and reputationally.



 

“Tiffany & Co. did not cut their prices, even when all of the competitors around them did
during the worst times in the recession,” Ms. Ries said. “When consumers were able to
spend a lot on jewelry again, they came back to T iffany’s because they saw that the brand
still knew its worth despite the recession, which proved its prices to loyalists,” she said.

Other brands that are notorious for never discounting their products are Louis Vuitton and
Hermés. The two do not have discounts or coupons, nor do they sell products on flash
sale sites.

“The reason that those brands are so popular and so prestigious is because when people
see others carrying Hermés or Louis Vuitton products, they know that those people paid
full-price for them,” Ms. Ries said. “There is definitely a higher prestige associated with
these brands who refuse to cut their prices, believing that doing so would harm the brand’s
value.”
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