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Still from Louis  Vuitton mcommerce film; the brand is  one of the only ones  to offer free next-day shipping

 
By SARAH JONES

Retailers need to look at free shipping as an investment, weighing the short-term expense against what can be
recouped in the long run, according to a new report by L2.

With players such as Amazon offering expedited, free shipping options, other retailers have been pushed to adopt
similar services, but keeping up can be costly, as brands need to absorb the price of delivery. However, compared to
a solely ecommerce business such as Amazon, retailers with a bricks-and-mortar presence are at an advantage
when it comes to earning back the price of shipping through upselling and in-store conversions at the point of return.

"Amazon has set the precedence of offering free two-day shipping with Prime membership, raising the bar for other
retailers," said Eleanor Powers, head of Insight Reports at L2, New York. "All of the luxury retailers examined offer
free shipping as a component of their with high-touch customer service.

"Two-thirds of luxury brands offer free shipping with no threshold purchase requirement, the highest of any
category," she said. "Only a handful of brands in luxury and prestige, however, offer free expedited shipping with no
threshold, and none offer same-day delivery without a charge.

"Barneys recently announced it is  now offering same-day delivery for a $25 flat fee in Manhattan and Brooklyn,
highlighting brands trying to match pure-play offerings. Some prestige and aspirational retailers are moving away
from free shipping as a standard offer and using the service as a promotional lever."

"L2 Intelligence Report: Omnichannel Retail 2015" looks at 116 brands across price points, from mass to luxury.

Delivery service
L2 found that 78 percent of retailers studied offer free standard shipping, but only 23 percent offer it regardless of
order amount. The remaining 55 percent on average place the threshold at about $94 to spur larger transactions.

Luxury brands are less likely than mass brands to require a minimum order amount for free shipping, with only 36
percent doing so, but when they do set a limit, it is  much higher than the average at a mean of $270.

Having free shipping within the luxury industry is seen as a service to the customer, and as a result 100 percent of
luxury brands studied have offered free shipping since 2014.
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Farfetch offers free shipping internationally

Of the 80 percent of brands in the study that offer expedited shipping, all but six charge for the service. Apple and
Louis Vuitton are the only brands to grant shoppers free next-day delivery.

Even if brands do not regularly offer free shipping, they can use it on occasion to spur online conversions. For
instance, a limited-time offer of free shipping can be used to incite interest in opening a newsletter email, an added
value to the consumer particularly effective in brands that do not usually discount.

Click and collect is another option for brands that want to offer free fulfillment to the consumer without incurring
high costs. It also offers an opportunity for additional sales as the consumer comes in-store to pick up her order.

Selfridges offers click and collect for the jewelry brands housed in its Wonder Room

This has been adopted at a higher rate among mass brands, with 67 percent currently offering the service. Luxury is
in second at 29 percent, ahead of both prestige and aspirational. This low rate of click and collect use is likely due to
the investment needed to upgrade systems to handle the omnichannel service.

If a brand is going to offer click and collect, it comes with its own logistical considerations. According to a JDA and
Centiro survey of United Kindom-based consumers, click and collect can become frustrating when items ordered
are out of stock after purchase, the wait to pick up is tedious due to understaffing, store associates cannot find an
item or they cannot get their desired item at the store of their choice.

"Integrating click and collect to scale requires investment and supporting activities including implementing
inventory tracking, ensuring stock levels are constantly sustained and training store employees," Ms. Powers said.
"Some retailers face the additional challenge of persuading customers to order online without the confidence of
trying on products before purchase.
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"Some brands cannot justify the capex associated with the strategy or do not have a retail footprint to support click
and collect."

However, while picking up online orders in-store is not very common at the moment, three quarters of brands allow
ecommerce purchases to be returned to a bricks-and-mortar location.

Another option being tested by a few retailers is allowing consumers to place items on hold in-store via digital. For
instance, American Eagle Outfitters lets shoppers reserve five items through its mobile application, keeping them
aside for the customer for the business day.

Competition
Amazon may have a greater number of U.S. fulfillment centers than other retailers, but bricks-and-mortar brands
have an advantage in being able to use their stores as points of distribution. This may require staffing and
operational shifts to make fulfillment run as efficiently in-store as within a warehouse.

As Amazon's penetration into high-income households becomes increasingly apparent, luxury brands are going to
need to find new ways to avoid losing to their online-only competition, according to a recent report by Shullman
Research Center.

Through pricing, convenience and selection, Amazon has seen its popularity skyrocket over the past two decades,
and data in the report shows that its popularity is positively correlated with household income. The report suggests
that luxury brands will have to double-down on efforts at providing things that Amazon cannot or will not provide
(see story).

Part of this elevated strategy is an omnichannel shopping experience, but for many brands, a completely unified
commerce platform is still a future goal.

Over the next three years, 250 percent more retailers will transition to a single order management solution to support
unified commerce across all channels, according to a report by Boston Retail Partners.

Before ecommerce took off in the 1990s and 2000s, the evolution of retail technology was stunted due to a lack of
network technologies, which caused a decentralized environment of data centers. Now that retail technology,
especially mobile commerce, has advanced and become commonplace, many retailers are still "chasing"
omnichannel capabilities but have yet to fully integrate disparate legacy systems (see story).

"Retailers, especially mass and luxury players, can compete against Amazon by leveraging their greatest resource:
stores," Ms. Powers said. "U.S. shoppers value the convenience, immediacy and cost savings of in-store pickup.

"These omnichannel benefits are not only appealing to consumers, but are financially beneficial for brick-and-
mortar retailers," she said. "With the incorporation of click-and-collect and in-store returns, the average net sale
increases from 77 percent on the dollar to 107 percent due to exchanges and incremental purchases.

"In addition, by having the store function as a warehouse, retailers can deliver products to customers faster and
cheaper."

Final Take

Sarah Jones, staff reporter on Luxury Daily, New York
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