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Gucci will bring its  eyewear in-house to Kering Eyewear in 2020 after a long-term license with Safilo. Image credit: Gucci

 
By JEN KING

With beauty and eyewear leading the way, licensing has become a lucrative business practice for luxury brands
looking to extend product offerings without the associated costs of development.

Licensing agreements, where the brand is the licensor and the licensee is responsible for production, is much more
effective than a luxury house attempting to balance product management, distribution and communications on its
own. Although the practice is commonplace today, Christian Dior is considered one of the first luxury houses to
leverage a licensing agreement when it began marketing stockings in the United States in the late 1940s through a
third party.

"Beauty and the eyewear, as we know very well, represent the 'bottom line' in the assortment of the premium and
luxury brands, as the result, the turnover and the purchasing power of these product groups is higher," said Yana
Bushmeleva, COO of Fashionbi, Milan.

"At the same time the brand that has a core business as women's apparel can diversify the business and enter the
men's or kids wear market without attracting the external partners, just via expanding the power output of the
company's assets," she said.

"But for sure there is no economic sense for such company to build a new factory from zero just to launch its first
fragrance. The eyewear and beauty products require their own know-how, production facilities and the specialists to
create and produce the product."

Fashionbi's "Licensing in the fashion industry" report looked at the primary types of licensing agreements, the power
players of each category and how luxury conglomerates take advantage of this profitable business strategy.
Fashionbi also included a number of brand case studies in its report for context.

Made by
The categories most commonly associated with licensing are eyewear and cosmetics.

Eyewear, which includes corrective and sunglasses, is  a $90 billion market that is expected to increase in value to
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hit $140 billion by 2020.

As a key pillar for the fashion industry, eyewear licenses are held mainly by five players: Luxottica, Safilo, Marcolin,
Marchon and De Rigo. These licensees, with input from brand partners, design, develop, manufacture and distribute
optical frames.

Luxottica's portfolio includes Armani, Bulgari, Chanel, Prada and Valentino, among other well-known designer
brands.

Chanel's eyewear is created by Italy's Luxottica. Image credit: Chanel

Safilo creates eyewear for Dior, Elie Saab, Jimmy Choo and Gucci. In 2020, Gucci will not renew its contract with
Safilo, opting instead of produce its eyewear via its parent company Kering Group's Kering Eyewear, a move that
will likely harm the licensee's profits (see story).

"My forecast is that big conglomerates will continue to concentrate the production and distribution processes and
strengthen the control over the brands' operations and reputation," Fashionbi's Ms. Bushmeleva said.

"Kering is one of the leading fashion groups and in its portfolio the company has several brands, hence there is the
reason and what is more important the possibilities, financial and human resources, of bringing the production of
the key branded products in-house," she said.

Smaller eyewear manufacturers Marcolin, Marchon and De Rigo produce eyewear for brands such as Balenciaga,
Karl Lagerfeld and Lanvin.

Similarly, beauty licensees are responsible for the creation of color cosmetics, fragrance and skincare for brand
partners. As with eyewear, luxury beauty is handled by a small group of licensees.

L'Oreal, for example, is the world's largest cosmetics company, with 40 of its  own brands and the license for YSL
and Giorgio Armani beauty and Ralph Lauren fragrances.

Japan's Shiseido creates fragrances for Elie Saab and previously was responsible for Jean-Paul Gaultier perfumes.
In 2016, Shiseido entered an agreement with Dolce & Gabbana after the Italian fashion label refused to transfer its
license after Procter & Gamble sold its Special Beauty Business to Coty (see story).

Others include Estee Lauder Cos. which holds the license for Tom Ford and Michael Kors fragrances and colored
cosmetics. Tom Ford Beauty is forecasted to become a billion-dollar brand by 2020, demonstrating the strength of
the category (see story).
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Tom Ford color cosmetics and fragrances are developed by Estee Lauder Cos. Image credit: Tom Ford

Additional companies, with a focus on fragrance creation, include Coty, Inter Parfums, Puig, EuroItalia and Procter
& Gamble.

As a whole, the beauty category is estimated to reach $675 billion by 2020, growing at a rate of 6.4 percent. Much of
the category is not produced by the brands shown on the packaging, but rather through licensing agreements.

In the case of watches, fashion timepieces are produced by a sector manufacturer due to a deeper understanding of
the industry and product.

For example, Richemont, which holds numerous watchmakers within its stable, has a joint venture instead of a
license with Ralph Lauren to produce the brand's timepieces and jewelry.

In regards to the typical licensing agreement, Fossil Group designs, manufactures and distributes Armani, Burberry,
Marc Jacobs and Michael Kors' timepieces, among others. T imex has similar partnerships with Versace and
Salvatore Ferragamo.

While not as prevalent in the luxury sector, Fashionbi's report highlights Italian fashion label Moschino's use of non-
fashion trademark licensing in its designs.

To create its signature looks inspired by pop culture icons, Moschino uses parody styles to avoid needing trademark
permission, but has also used non-fashion licensing agreements for its use of famous characters.

Moschino's Jeremy Scott paid homage to SpongeBob on the runway in 2014. Image credit: Moschino

Moschino's SpongeBob SquarePants collaboration in 2017 and 2014, for instance, were created under a licensing
agreement (see story), but its McDonalds collection was designed with no evidence of licensing under the guise of
satire.

Pros and cons 
Licensing agreements, as with any business practice, has both advantages and disadvantages.

According to Fashionbi's report, advantages include sharing the risks and costs of business, earnings from the
initial licensing fee and income from royalties and faster market penetration due to capabilities and resources of
the licensee.

But, there are disadvantages that must be taken into consideration for brands. The main disadvantage of a licensing

https://www.luxurydaily.com/wp-content/uploads/2016/08/Lalique-Black-Orchid-Tom-Ford-465.jpeg
https://www.luxurydaily.com/wp-content/uploads/2017/06/Moschino-fall-2014-465.jpg
https://www.luxurydaily.com/moschino-takes-cartoon-inspiration-for-charitable-capsule/


 

is  a brand's inability to enforce quality controls regarding production or distribution.

Although this is a concern for luxury brands, it is  increasingly becoming an issue to the licensees themselves. Coty
recently learned this firsthand when the brand tried to block a German distributor from selling its fragrances on
Amazon (see story).

Other disadvantages include risks of trademark infringement and the potential for negative impact on the licensor's
reputation if the licensee receives bad press for its internal practices.

But, as Fashionbi's Ms. Bushmeleva suggests, the benefits outweigh the risks of licensing.

"We can name three main reasons [for why these agreements succeed]," she said. "First sharing the know how and
costs of the new business, second, earnings from the initial licensing fee and income from following royalties and
faster market penetration due to capabilities and resources of the licensee."
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