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Abstract — English

Title: A first-hand experience for a second-hand product: the success of online luxury
resellers

Author: Beatriz Estrela Duarte

The purpose of this research is to understand how luxury resellers successful create value-added
propositions within the online context, posing a challenge to the exclusivity inherent to the
luxury reality. We used a qualitative approach to analyse three online second-hand players and
drew our conclusions on the Business Model Canvas.

The findings of the present research show that the success of luxury online resellers is built on
(1) a diversified, personalised and curated luxury assortment, (2) wider customer reach enabled
by online, (3) trusted authentication processes, (4) powerful network effect, (5) proprietary
technology and in-house skilled staff. These are assets difficult to replicate which raises barriers
to entry and are further complemented with offline expansion and partnerships with luxury
brands. This research is relevant for both incumbent companies and new entrants alike, as well

as luxury companies to better understand the value of the second-hand luxury market.

Keywords: second-hand, luxury, resale, online



Abstract — Portuguese

Titulo: Uma experiéncia em primeira mao para um produto em segunda mao: o sucesso dos
revendedores de luxo online

Autor: Beatriz Estrela Duarte

O objetivo da presente tese ¢ compreender como os revendedores de luxo sdo bem-sucedidos a
criar propostas de valor acrescentado no contexto online, colocando um desafio a exclusividade
inerente a realidade do luxo. Utilizdmos uma abordagem qualitativa para analisar trés
operadores de segunda mao online e chegdmos as conclusdes com base no modelo Business
Model Canvas.

Os resultados da presente pesquisa mostram que o sucesso dos revendedores de luxo online se
baseia (1) numa oferta de produtos de luxo variada e personalizada, (2) maior alcance de
clientes viabilizado pelo online, (3) processos de autenticagdo fidedignos, (4) poderoso efeito
de rede, (5) tecnologia propria e equipa interna qualificada. Estes ativos sdo dificeis de
reproduzir, o que levanta obstaculos a entrada de concorrentes, e sdo reforcados com a expansao
offline, assim como parcerias com marcas de luxo. Esta pesquisa ¢ relevante tanto para
empresas estabelecidas como novas no mercado e também para empresas de luxo, de modo a

se compreender melhor o valor do mercado de luxo em segunda mao.

Palavras-chave: segunda-mao, luxo, revenda, online
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1. Introduction

“One man's trash is another man's treasure”

In recent years, luxury has seen unprecedent growth as global appetite for the so-called “dream”
arises. As it can remain unattainable for the majority, second-hand serves as a gateway for
aspirational consumers. While it always existed in the shadow of the primary market, luxury
resale is now moving into the spotlight — the second-hand luxury market is on track to expand
faster than the overall personal luxury market, according to a recent study by Bain & Company'.
What is more, amidst the Covid-19 outburst, luxury resellers Vestiaire Collective and Rebag
were able to raise additional funds to keep on expanding their activities’>. Such vote of
confidence confirms second-hand models can weather challenging periods, gaining ground on
the luxury ecosystem.

Yet, to date, the presence of second-hand luxury in academic fields remains rather limited. Prior
studies regarding the subject focused on the motivations behind buying (e.g. Kessous & Valette-
Florence, 2019) and selling (Turunen et al., 2019) pre-owned goods, leaving topics related to
how and where these transactions take place under-investigated. Such matters can be valuable
for both incumbent companies and new entrants alike, offering managerial insights of how to
succeed on the second-hand luxury market. Likewise, traditional luxury players have much to
gain by understanding and even participate in this fast-growing segment, rather than fearing it
will cannibalise sales or further advance counterfeits proliferation.

As long seen as a threat by luxury companies, the classless and access-free nature of the online
world is also perceived as incompatible with the aura of exclusivity that these players strive to
convey (Kapferer & Bastien, 2012). Likewise, a distinctive factor of the second-hand market is
that, in most cases, it operates out with the locus of control of luxury companies (Turunen et
al., 2019). Its concept is commonly defined on the basis of the attributes related to the goods
transacted: these are luxury branded items previously owned and lower-priced compared to
first-hand (Turunen & Leipdmaa-Leskinen, 2015; Turunen et al., 2019).

When together, online second-hand luxury poses a double challenge on how to secure
attractiveness and exclusivity inherent to luxury possessions. Despite constituting a relevant

topic, it remains rather under-investigated. To fill in this gap, the current study aims at

' Luxury Goods Worldwide Market Study, Fall-Winter 2019 (2020)
2 Why resale companies continue to attract investors (Glossy, May 2020)



understanding how second-hand luxury has been founding new life through the online channel

by answering the following research question:

How to be successful in the second-hand luxury market in the digital era?

To answer this research question, we used a qualitative approach and conducted a multi-case
study to compare three online luxury resellers — Vestiaire Collective, Rebag and The RealReal.
We drew on the Business Model Canvas by Osterwalder and Pigneur (2010) to analyse the data
collected.

The present study is structured around six chapters. Firstly, a thorough review of the existing
academic literature is presented, focused on defining the concept of luxury and grasping the
current state of the market, the conflicting role of online within this sector, and lastly how
second-hand luxury is determined, concluding the review with motivations for both buyers and
sellers. The following chapter — methodology — describes the qualitative approach used for the
data collection and subsequent analysis. Then, the empirical setting provides contextual
background on the second-hand luxury market and its players, as well as an overview of the
three selected companies. In the findings and discussion, the answer to the research question is
presented, as well as a comparison of the results with prior studies. The conclusion outlines the

main takeaways, limitations of the study, and suggests further research.



2. Literature Review

The literature review shows that the concept of luxury remains a topic of debate among
academics while the market is set to grow even more in the coming years. The results of the
review of the literature indicate that amongst the main drivers of this growth, two puzzling
trends can be observed: the boom of online channels and the rise of the second-hand market.
These two trends pose challenges to the exclusive character of luxury brands, that strive to
preserve their desirability by managing scarcity.

The following sections review previous academic research on (2.1.1.) the concept of luxury,
(2.1.2.) the current market trends and (2.1.3.) challenges posed by these same trends, followed
by the review of the two major topics identified previously as trends: (2.2.1.) the cons and
(2.2.2.) pros of the usage of Internet within the luxury context; and then (2.3.1.) the concept of

second-hand luxury, concluding with (2.3.2.) motivations for both buyers and sellers.

2.1. A dream called luxury
2.1.1. The mystery behind the luxury concept

In spite of significant previous research on luxury branding, no widely accepted definition of
what constitutes a “luxury brand” exists (Ko, Costello, & Taylor, 2019). Some authors argue
that the perception of luxury is relative to cultures (Mortelmans, 2005) and changes
continuously over time (Cristini, Kauppinen-Réisidnen, Barthod-Prothade, & Woodside, 2017),
leaving room for ongoing debate among academics (Kapferer & Valette-Florence, 2016).
According to Vigneron and Johnson (2004), in broad terms, a luxury good brings esteem on the
owner through its simple use or display, apart from any functional utility. These products allow
consumers to satisfy both psychological and functional needs, yet, the psychological benefit is
what distinguishes luxury from non-luxury products or counterfeits. In line with the latter
definition, Hagtvedt and Patrick (2009) conceptualize a luxury brand as one that provides
pleasure as a central benefit, connects with customers on an emotional level and offers premium
products.

The above-mentioned satisfaction provided by luxury brands is not only based on superior
product or service performance and quality, as brands create value built upon intangibles as
well (Kapferer & Valette-Florence, 2016). According to this, Ko et al. (2019) proposed five
key dimensions that identify a luxury brand as the consumer’s perception of a branded product

or service (1) of high quality; (2) capable of offering authentic value through desired benefits,
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either functional or emotional; (3) that has a prestigious image based upon qualities as
artisanship, craftsmanship, or service quality; (4) able of commanding a premium price; (5) and

that resonates and deeply connects with the consumer.

2.1.2. Luxury market posts healthy growth

According to Bain & Company’s report Luxury Goods Worldwide Market Study, Fall-Winter
2019 (D’ Arpizio, Gault, Levato, & Prete, 2020), the luxury market grew 4% in 2019, reaching
an estimated total of €1.3 trillion globally. The market for personal luxury goods (apparel,
accessories, beauty and hard luxury) expanded in line with the overall market in 2019, reaching
a record high of €281 billion.

As identified by BCG & Altagamma (2019) in the report 2019 True-Luxury Global Consumer
Insight, online remains a major trend as once again was the fastest-growing channel by rising
22%. On the other hand, the second-hand luxury market was reported as a new and emerging
trend, fuelled by the growth in Europe as well as the proliferation of specialized online
platforms. Despite the prominent role of these elements within the luxury ecosystem, the next
subsection aims at explaining how both trends challenge the traditional concept of luxury

brands.

2.1.3. Current challenges of the dream formula

Luxury companies face several challenges, most of them related to growth trade-off as they
strive to find the right balance between exclusivity and accessibility (Keller, 2009). According
to Kapferer and Valette-Florence, “luxury is made by brands [...] that sell the dream attached
to their own name and the world they symbolize” (2016, p. 122). The so-called “dream” is the
function of the difference between brand recognition and brand diffusion, in which relies the
essence of the paradoxical nature of managing luxury goods (Dubois & Paternault, 1995).
Luxury firms have to carefully control and communicate scarcity (Kapferer & Bastien, 2012)
and limit the accessibility of their products and services as over-diffusion jeopardizes the
desirability of their brands (Dubois & Paternault, 1995).

In the light of this, the two already mentioned trends pose many additional challenges. How
can a luxury brand increase its awareness and secure its growth without diluting its
attractiveness, with the increased accessibility given by Internet and the second-hand market

(Chandon, Laurent, & Valette-Florence, 2016; Turunen, Cervellon, & Carey, 2019; Turunen &
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Poyry, 2019)? Moreover, what if these two trends come together: online second-hand luxury

platforms? The following sections approach both issues.

2.2. The ubiquitous world of Internet

2.2.1. The Internet Dilemma

The adoption of Internet-based technologies and strategies by luxury firms is considered an
under-investigated topic by academics (e.g. Amer, Ashill, Baker, & Diab, 2018; Okonkwo,
2009). Even though online has achieved a widespread adoption across many sectors, until
recently luxury firms were slower to adopt Internet technologies in their overall strategies
(Beuckels & Hudders, 2016; Okonkwo, 2009). This is mainly due to what has been termed by
Kapferer and Bastien (2012) as “the Internet Dilemma”: the challenge faced by luxury firms as
they strive to preserve their brand image, personal link with customers and aura of exclusivity,
while simultaneously providing products and services to technologically sophisticated
consumers.

Existing literature encloses a multiplicity of arguments both in favour and against online
distribution of luxury goods (e.g. Amer et al., 2018; Kluge & Fassnacht, 2015). Some
arguments against e-commerce equally apply to both luxury and non-luxury brands (Kluge &
Fassnacht, 2015): the lack of touch and feel of the product as well as sales personnel interaction
(Kapferer & Bastien, 2012; Kim, 2019; Okonkwo, 2009), and issues related to security concerns
in terms of payment and delivery (Liu, Burns, & Hou, 2013). Additionally, the problem of
counterfeiting aggravates with the online presence of luxury brands (Hennigs, Wiedmann, &
Klarmann, 2012; Liu et al., 2013).

An additional fear specifically applies to this reality: luxury’s concept of exclusiveness cannot
be compatible with the ubiquitous accessibility inherent to the mass and classless world of
Internet (Kapferer & Bastien, 2012). Researchers favourable to this perspective argue that “the
inability of the Internet to provide a rarified, distinctive, shopping experience outweighs the
potential benefits of selling online and therefore recommend that luxury firms wait for more

immersive Internet experiences in the future” (Amer et al., 2018, p. 38).

2.2.2. Online is the new black
The above-mentioned reasons can partially justify the initial resistance from luxury brands in
adopting Internet strategies (Okonkwo, 2009). Nonetheless, luxury brands are increasingly

embracing Internet technologies to the point where the question is no longer whether to sell or
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not online, but as a matter of Zow (Beuckels & Hudders, 2016). Internet evolved beyond the
communication function (Okonkwo, 2009), while affluent consumers resort to it as a source of
information and purchase (Amer et al., 2018), making online an additional sales channel for
luxury companies (Kim, 2015; Kluge & Fassnacht, 2015).

In fact, according to Bain & Company report Luxury Goods Worldwide Market Study, Fall—
Winter 2019 (D’ Arpizio et al., 2020), online continued to outperform and reached a total of €33
billion in 2019. It remained the fastest-growing channel by rising 22% and reaching 12%
penetration of luxury sales globally.

Luxury customers are now looking for a holistic purchasing experience, in which the
performance of both physical and online channels is maximized (Guercini, Ranfagni, &
Runfola, 2020). In 2019, 75% of luxury purchases were influenced by online interactions due
to the ongoing integration between e-commerce websites, digital content and marketing
platforms (Deloitte, 2019). The challenge now relies on how to ensure an integrated strategy

appropriate to the luxury reality (Okonkwo, 2009).

Second-hand luxury companies have well understood the opportunities created by Internet, and

it now represents one the fastest-growing segments in luxury.

2.3. Second-hand luxury: the end of ownership

2.3.1. Unlocking the concept of second-hand luxury
Following the rise of the second-hand luxury market, the interest among academic researchers
in this topic has also grown in recent years (Turunen et al., 2019). Second-hand luxury is
determined by the characteristics of the goods transacted: second-hand luxury products are
previously owned, usually used, luxury branded items (Turunen & Leipdmaa-Leskinen, 2015)
which are made available at alternative “secondary” channels (Turunen et al., 2019). Generally,
these goods are priced lower compared to prices charged at luxury boutiques, except in cases
of limited editions, rare and iconic items (Turunen et al., 2019).
To shed more light on the concept of second-hand luxury, is important to establish some
comparisons. Even though there is an overlap between the concept of vintage and second-hand
luxury, the terms are not interchangeable (Kessous & Valette-Florence, 2019; Turunen et al.,
2019). Vintage refers to an authentic and rare piece (Turunen et al., 2019), linked to a specific

era (Turunen & Leipdmaa-Leskinen, 2015), but not necessarily a used item (Cervellon, Carey,
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& Harms, 2012). Thus, second-hand is related to pre-owned goods notwithstanding its age,
while vintage is determined by the age of the piece itself (Cervellon et al., 2012).

Even though the interest in second-hand luxury has boosted, there is still limited research on
the topic which has focused mainly on the following: the motivations of consumers of second-
hand and vintage luxury (Amatulli, Pino, De Angelis, & Cascio, 2018; Cervellon et al., 2012;
Kessous & Valette-Florence, 2019; Turunen & Poyry, 2019); the meanings attached to pre-
used luxury possessions (Turunen & Leipdmaa-Leskinen, 2015) and to the process of selling
luxury goods (Turunen et al., 2019).

As the concept of second-hand luxury has been defined, the next subsection addresses the

underlying motivations of both buyers and sellers.

2.3.2. Buyers and sellers: what’s in for them?
According to Turunen and Leipdmaa-Leskinen (2015), the meanings attached to second-hand
luxury possessions can be distinguished by five themes: sustainable choice, real deal, pre-loved
treasure, risk investment and unique find.
The first theme, sustainable choice, is related to ecological and sustainability meanings that
owners attach to second-hand luxury items, also mentioned by other authors as Amatulli et al.
(2018) and Kessous and Valette-Florence (2019).
As for the real deal, it involves the meanings associated with bargain hunting, making good
deals as well as financial decisions (Cervellon et al., 2012; Kessous & Valette-Florence, 2019;
Turunen & Leipdmaa-Leskinen, 2015; Turunen & Pdyry, 2019). Moreover, this is linked to
quality and timelessness as luxury items are made to last, which justifies the purchase of an
excellent product at a more reasonable price (Amatulli et al, 2018; Turunen & Poyry, 2019).
Nonetheless, consumers often manifest confusion from the lack of choice, as there is a vast
variety of products available but that do not meet their purchase criteria (e.g. wrong model,
size, price or colour) (Turunen & Poyry, 2019).
As opposed to the monetary value of the previous theme, pre-loved treasure highlights the
owner’s emotional commitment linked to authenticity, nostalgia, and spirit of the past,
(Amatulli et al., 2018; Cervellon et al., 2012; Kessous & Valette-Florence, 2019; Turunen &
Leipdmaa-Leskinen, 2015). In line with this, consumers look for old and authentic versions of
fashionable items currently trending (Turunen & Poyry, 2019).
On the other hand, there is also the risk investment related to the fear of inauthenticity that can

lead to both financial and reputational issues (Turunen & Leipamaa-Leskinen, 2015). Hence,
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customers generally consider online platforms as guarantors of product authenticity and sellers’
credibility, mitigating this risk (Abbes, Hallem, & Taga, 2020).

The fifth theme unique find is linked to treasure hunting and the meanings attached to the
discovery of scarce items such as limited editions (Amatulli et al., 2018; Cervellon et al., 2012;
Kessous & Valette-Florence, 2019; Turunen & Leipdmaa-Leskinen, 2015; Turunen & Pdoyry,
2019). According to Turunen and Leipamaa-Leskinen (2015), this fifth theme is connected to
all other points as the uniqueness of the pre-owned item can materialize through the meanings
associated to sustainability, making good deals, nostalgia, or taking risks.

A more recent study by Turunen and Péyry (2019) added a new dimension to pre-owned luxury
purchases: resale value consciousness. This dimension implies that a second-hand purchase is
perceived as an investment that can be sold again in a later point in time, justifying more
impulsive purchases further instigated by the ease of selling through online channels. In this
sense, buyers take the role of a seller, passing the product further for a new user. Yet, academic
research has been focused on consumers as purchasers of pre-owned luxury, while the role of
the seller has been overlooked.

Nonetheless, a recent study by Turunen et al. (2019) has addressed the issue of the meanings
and values attached to the process of selling luxury goods, reaching two main conclusions.
Firstly, the luxury item when sold is disposed of its emotional value and is reduced to a financial
transaction, hereby empowering the seller. These individuals perceive selling as a financial
reward, often to support new first-hand purchases. Secondly, there is also a change in the social
role of the seller: for some, the act of selling pre-owned luxury bestows on the seller the
perception of belonging to a higher social status; for others, it allows them to play an active role

as a sustainable consumer.

These underlying motivations of both buyers and sellers are crucial to the market growth of
second-hand luxury. However, there is a lack of academic research on how and where these
transactions take place, and which is the role of resale enablers as online platforms. The present
study contributes to fill in this gap by answering the research question of how fo be successful

in the second-hand luxury market in the digital era?.
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3. Methodology

This chapter is divided into three parts: 3. 1. Justification of the methodological choices, 3.2.

Data collection and 3.3. Data analysis.

3.1. Justifications of the methodological choices

We employed a qualitative approach due to the exploratory nature of the topic, as the present
research seeks to study in-depth a topic that is hitherto under-researched (Birkinshaw, Brannen,
& Tung, 2011). According to Van Maanen (1979, p. 520), qualitative research covers an “an
array of interpretive techniques which seek to describe, decode, translate, and otherwise come
to terms with the meaning, not the frequency, of certain more or less naturally occurring
phenomena in the social world”. Our aim is to provide a detailed description of what constitutes
the real-life organizational setting of luxury resellers in the online context (Rynes & Gephart,
2004).

Within qualitative research methods, we conducted a multi-case study in order to compare and
contrast data over time, identifying differences and common patterns across multiple sources
(Eisenhardt, 1989). Initially, six companies were contacted: Vestiaire Collective, Rebag, The
RealReal, Farfetch, The Vintage Bar, and Fashionphile. As none of them provided a positive
response or accepted interview requests, three companies were selected based on two major
factors: secondary sources availability and type of business. The companies selected were
Vestiaire Collective, Rebag and The RealReal since they cater to similar needs with distinct
business models, thereby enriching the analysis. Vestiaire is a peer-to-peer marketplace, The
RealReal is based on a more traditional consignment model, and Rebag considers itself an end-

to-end marketplace.

3.2. Data collection
Initially, our aim was to collect primary data, mostly semi-structured interviews. Since it was
not possible to conduct interviews, we decided to rely on secondary data. Triangulate the data
is key in qualitative research, meaning it is necessary to collect data from different sources

(Denzin, 1978), which are summarized in the table below:
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Data source

Type of data

Use in analysis

Total

Online - Online newspapers and | - Firstly, to gather insights on the | 107 articles

articles magazines, both general | industry and select the companies to
and industry-specific. be analysed.

- E.g. sources: Business of | - Secondly, to develop a general
Fashion, Vogue Business, | organization overview and
Forbes construct a chronology of events.
- Obtain an overview of the second-
hand market, trends and
competitors.

Interviews | - Public interviews of | - Familiarize with the | 14 written
members of the | organizational context and | interviews
companies selected, | evolution of the business.
mostly CEOs and co- | - Access to internal perspectives of | 3 video-
founders. the companies and rationale behind | recorded

decisions. interviews

Podcasts - Public interviews of | - Access to internal perspectives of | 6 podcasts
members of the | the companies and rationale behind
companies selected, | decisions.
mostly CEOs and co-
founders.

Companies’ | - Include earnings reports | - More in-depth understanding of | 10 documents

documents | and self-reported data | the selling and buying processes, | and website

and reports | retrieved from the | authentication and technology | pages
companies’ websites, | employed, complexity of the

press releases and social

media posts.

companies’ activities.
- Obtain financial figures.
Total

23 social media
posts

163

Table 1: Summary of data collection process

The full table describing the data source, title, author and data of publication can be found in

appendix 1.
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3.3. Data analysis
We analysed the data using a coding approach, which involved selecting, categorizing, and
labelling the data collected (Strauss & Corbin, 2008). We began the analysis by identifying and
grouping initial codes — first-order concepts — derived from a preliminary review of articles.
First-order codes summarized a fundamental idea or theme and were assigned to “in-vivo”
labels, to maintain informant-level meanings (terms actually used by informants), or other
adequate labels, as described in the table below. As the analysis progressed, the data gathered

was categorized under existing codes or a new code was created to capture emerging themes.

First-order code Examples of quotes
Sustainability & “We promote sustainability and a circular economy. We are committed to
circular economy extending the lifecycle of luxury goods by promoting their recirculation,

”»

rather than creating waste.

“At Vestiaire Collective, we're striving for a smarter fashion system.
We're increasing the number of times clothes are worn. We're limiting
fashion waste. We're challenging you to be more sustainable. We're

b

making fashion circular.’

Luxury “The resale market expands access to and availability of luxury goods by

democratization offering high-quality items at more attainable price points.”

“Vestiaire Collective continues its fight to make luxury fashion affordable
forall”

Table 2: First-order codes example

Moving into second-order analysis, we searched for relationships between first-order codes to
then cluster them into higher-order themes. For the last step of our analysis, we used the
components of the Business Model Canvas developed by Osterwalder and Pigneur (2010) as
final codes. The authors definition of business model is aligned to what our study aims at
understanding: “the rationale of how an organization creates, delivers, and captures value”
(Osterwalder & Pigneur, 2010, p. 14). The model is based upon nine building-blocks covering
the four main areas of a business: customers, offer, infrastructure, and financial viability.
Together, the nine building-blocks constitute a visual representation named the Business Model

Canvas, represented and briefly described in the figure below:
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The Business Model Canvas

Key
Partners

Key partners describe
the network of suppliers
and partners in which a
company relies for
outsourcing some
activities or from whom
it acquires some

Key "Q

Activities PANE

Key activities describe the
most important actions a
company must accomplish
to operate successfully.

Value a
Proposition ) 1

~F

Value proposition is the
aggregation of benefits that
a company offers its
customers in order to meet
their needs.

Customer )
Relationships /

Customer relationships
describe the types of
relationships a company
establishes and
maintains with each
customer segment.

Customer 2\

- (L
Segments [’

Customer segments
describes the different
groups of people or
organizations a company
intends to reach and
serve.

Structure

model.

Cost structure describe the most relevant costs
incurred while operating under a particular business

< V-4 Streams

Revenue streams represent the cash a company

resources. It can either be innovative

or similar to existing offers,

but with value-added

features.
Key =) Channels 7
Resources 21 i

F"\\‘#«L =
Key resources describe Channels are the
the most important assets interfaces through which
required to deliver the a company deliver its
value proposition. value proposition to
customers.
Cost Revenue S

generates from successfully serving its customers.

Figure 1: Business Model Canvas

Source: Osterwalder and Pigneur (2010)

The nine building-blocks were used as final codes, as exemplified below:

First-order codes

[Sustainability & Circularity ]

[ Luxury democratization

[ Ease & Convenience

[ Trust & Reliability

[ Educating Consumers

]
]
]
| Community |
J
]

[ Product offer

Second-order codes

-

Values

Final code

I a

I Services offered

Value proposition

_/

Please refer to appendix 2 for the complete coding table.

Figure 2: Coding evolution
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4. Empirical Setting

In order to understand how online luxury resellers operate, it is first necessary to analyse how
the second-hand luxury market has evolved and how these players have emerged in recent

years, to then proceed to an overview of the three companies selected.

4.1. The pre-owned boom

The secondary market has always existed in the shadow of the primary market, but it is now at
the centre stage of the luxury ecosystem. According to Bain & Company (2020) report Luxury
Goods Worldwide Market Study, Fall-Winter 2019, the luxury second-hand market is set to
expand faster than the overall personal luxury market, after a steady growth of 10% per year
since 2015 and reaching a total of €26 billion in 2019. Europe is the key geography, followed
by US, while Asia still lags behind as a result of stronger consumer scepticism. In terms of
product categories, leather goods as handbags are extremely popular since they represent an
aspirational product for first-time purchasers while being easier to buy online.

The second-hand market is one of the fastest-growing areas of luxury due to the increasing
professionalization of trade channels which confer visibility, transparency and trust to such

transactions. The next subsection addresses this topic.

4.2. Online platforms: the rising stars of the market

Once dominated by small, independent stores that worked on consignment, the secondary
luxury market growth is now driven by online platforms, which represented 30% of the second-
hand luxury market in 2019, according to the previously mentioned Bain & Company study.
The offline retail channel has matured and remains highly fragmented, with very few players
of significant size and independent stores showing slow growth, still lacking a luxurious look
and feel. Most of these players solely focus on one product category or region, without the
appropriate means to scale.

On the other hand, online channels are concentrated and organized, which enables them to offer
a larger brand selection and product assortment, price transparency, home delivery, among
others. Specialist online players are emerging, but also generalist online platforms are
expanding to integrate luxury goods. These surging players are represented by the three

companies presented in the next subsection.
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4.3. Overview of the companies

4.3.1. Vestiaire Collective

Vestiaire Collective is an online peer-to-peer marketplace to buy and sell pre-owned luxury
fashion including women’s, men’s, bags, jewellery, watches, and lifestyle categories. Yet, the
reseller adds a layer to the process: items sold have to pass quality control check, ensuring
buyers are receiving authentic products.

Launched in Paris in October 2009, the company has 9 million members across 50 countries
worldwide, who submit an average of 40,000 new items every week. Despite its French roots,
79% of Vestiaire Collective’s transactions occur outside of France. The company has offices in

Paris, London, New York, Milan, Berlin and Hong Kong.

4.3.2. The RealReal
The RealReal is an online marketplace for authenticated, consigned luxury goods that range
from women’s, men’s and kids’ fashion to fine jewellery, watches, art and home decor. Its
model is based on a traditional consignment service in which the business accepts items for sale
and agrees to pay the seller a percentage of the proceeds if and when items are sold. Founded
in 2011, the company has now millions of shoppers and consignors, four retail stores in New
York City, Los Angeles and San Francisco and 10 consignment offices across the country, four
of which are placed in stores.
The RealReal is listed on Nasdaq stock exchange since June 2019, while its losses topped $96.6

million last year.

4.3.3. Rebag
Rebag is an online resale platform to buy and sell pre-owned luxury handbags, and is known
for buying bags directly from consumers, owning all of the inventory. The company was
founded in 2014 by a team out of Harvard Business School which decided to focus on the top
selling category of second-hand market — handbags. Rebag is headquartered in New York City
with a team of 150, operating both online and through its network of nine stores across New

York, California and Miami.
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5. Findings

The following chapter will answer the research question of how to be successful in the second-
hand luxury market in the digital era. We structured the presentation of the findings according
to the Business Model Canvas (Osterwalder & Pigneur, 2010), which we used to analyse the
data, following the nine building-blocks: 5.1. Customer segments, 5.2. Value proposition, 5.3.
Channels, 5.4. Customer relationships, 5.5. Revenue streams, 5.6. Key activities, 5.7. Key
resources, 5.8. Key partners, and 5.9. Cost structure. The last subsection 5./0 Business model

canvas presents an overview of the findings according to the used framework.

5.1. Customer segments
Customer segments describe the different groups of people a company intends to serve. In the
case of the luxury resale platforms we studied, they cater to two different customer segments

with distinct and also similar needs and behaviours: buyers and sellers.

5.1.1. On the demand side: buyers

Buyers of pre-owned luxury goods tend to be aspiring luxury consumers who do not have access
to the primary market or do not want to purchase new products at full price. According to the
results of a BCG survey of 1,005 Vestiaire Collective customers released in 20193, 62% of
respondents said their first purchase of a brand they currently like was second-hand on
Vestiaire, while 72% bought items they can’t afford full price.

Thus, price-quality ratio is a main driver for shoppers buying pre-owned goods: 96% of buyers
on the above-mentioned survey said that one of the reasons they purchase luxury second-hand
items is because they are good value for money. This is even more significant in the case of
younger consumers, who are amongst the market’s largest participants: according to a 2019
survey conducted by BCG-Altagamma in Europe®*, 54% of generation Z and 48% of millennial

luxury customers are buying pre-owned goods.

“Our buyers are part of a younger demographic who have discretionary income but

can’t spend several thousand dollars yet. They 've admired these bags for years and

1

make purchases based on aspiration.’

3 Why luxury brands should celebrate the preowned boom, BCG-Vestiaire Collective (2019)
* True-Luxury Global Consumer Insight, BCG-Altagamma (2019)
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Charles Gorra, Rebag CEO

Vogue Business interview, June 2019

As they look for good deals, second-hand buyers also value the price transparency offered by
these resale platforms, as 17% of interested buyers mentioned the importance of this feature
according to BCG-Altagamma. Price transparency also provides buyers confidence to purchase
pre-owned luxury items they hope will retain or even appreciate in value, to then be able to
resell them. Rebag co-founder and CEO Charles Gorra goes one step further by stating that
72% of the company’s buyers are more likely to purchase from a retailer that provides a buy-
back guarantee, considering it as a core feature. In fact, this formalises a common pattern found
on luxury resale platforms where the same item is bought and sold multiple times.

Despite affordability and accessibility being considered key factors, sustainability concerns are

gaining momentum:

“When we started the business five years, the main thing was more around value, how
can I access great brands essentially for a fraction of the price. Somehow this is
reverting now, sustainability is increasingly becoming an argument.”

Charles Gorra, Rebag CEO
The Glossy Podcast, February 2020

In fact, the environmental impact is a main concern for buyers who are aware that recirculating
and extending the lifecycle of luxury goods contributes to a more sustainable industry.
According to BCG survey of Vestiaire customers, 70% of respondents mentioned that they try

to shop ethically.

“Our customers are becoming increasingly aware of this negative impact and the vast
majority tell us sustainability is an important reason they shop and consign with us.
Sustainability is a big part of why 32 percent of our customers are shopping The
RealReal as a replacement for fast fashion.”

Allison Sommer, Director of Strategic Initiatives at TRR

Fashion United interview, October 2019

Once again, younger generations are driving this change as they tend to care more about

responsible consumption than did prior generations.
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“For younger generations — the mindful Millennials and Gen Z — environmental and
social consciousness is important, which is what powers the secondary market. Buy,
sell, repeat. This is the way to eliminate waste in the fashion industry and to reduce
fashion’s environmental impact.”
Harvard Digital Initiative article by Charles Gorra, Rebag CEO
November 2017

Furthermore, BCG and Vestiaire Collective 2019 study also pointed out to the fact that 83%
buyers find the second-hand market attractive due to the larger variety of items and brands. In

the age of social media, consumers look for a wider selection in their personal wardrobes:

“Social media also plays a key role. People are constantly showcasing what they are
wearing so styles are ever accelerating. People are buying more because they re
exhibiting what they 're wearing more often. This of course means there’s a financial
aspect brought in. Now that you have the option to sell what youve bought and buy

second-hand clothes for cheaper - it really just makes sense financially”
Max Bittner, VC CEO
Fashion United interview, October 2019

In addition to variety, BCG study indicates that 62% of Vestiaire buyers mentioned they are
specifically looking for limited editions or sold out items in the second-hand market. As
mentioned by Rebag CEO Charles Gorra in his Harvard Digital Initiative article, “Consumers
find a great deal of pride in getting the most out of their dollars, whether it’s by selling (...) or

by finding a discontinued Chanel model that’s truly one-of-a kind, and at an unbeatable price.’
(November 2017).

5.1.2. On the supply side: sellers
On the supply side, sellers are usually first-hand buyers who use resale to regain part of the
money spent on the primary market often to then finance new full-priced luxury items — which
was stated by 32% of Vestiaire sellers as the primary reason behind selling.
Once again, social media fuelled this urge for newness in which the product lifespan in an

individual’s wardrobe is shorter, but not final.
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“Our parents were collectors, it was about showing off the products you could buy,
whereas for the younger generations, it’s about being photographed with a certain
product on Instagram but they don’t necessarily need to own it forever. We 've
changed our mindset to short-term ownership.”
Charles Gorra, Rebag CEO
Fashion United interview, September 2019

Just as it is the first luxury experience for many buyers, the great majority of sellers are also
experimenting resale for the first time with these luxury online platforms: half of The RealReal
consignors are first-time sellers, while for Rebag this proportion increases to 60%.

Additionally, second-hand market is influencing the sellers’ buying behaviour who take into
consideration the potential resale value when purchasing full-priced luxury items. As they
recoup purchasing power with resale, some customers are even trading up to more expensive
products or purchasing more repeatedly. In fact, 44% of Vestiaire sellers stated they allow

themselves to spend more on first-hand luxury thanks to the secondary market.

"Consignors are making purchases now knowing they will eventually consign and
make a large portion back on the original cost — it's more of an investment mindset.
Additionally, we're seeing consumers, more and more, shopping retail who want to
know the resale value of designers and items before they make a purchase. We often
get people calling us because they're looking to decide between items."
Rati Levesque, COO at TRR
Fashionista article, December 2019

Not only buyers but also sellers see the potential of luxury resale as a more sustainable option
to dispose their items. As stated by The RealReal in its IPO filing (May 2019), 56% of its
consignors and 64% of its millennial consignor base mentioned environmental impact or

extending the lifecycle of luxury as key motivators for consigning with the company.

5.2. Value proposition
As the customer segments are outlined, how the company actually caters to their needs is based
on its value proposition. Since online luxury resale platforms have to serve both sides of the
market — demand and supply —, they have to take into consideration various needs, which they

do differently.
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5.2.1. Luxury democratization
Given the caution of established high-end brands regarding what e-commerce can do to brand
value, their online presence remains rather limited. Thus, the main value proposition behind all
three companies is to provide access to these high-quality luxury products at more affordable

prices.

“The [luxury industry] defines itself by becoming more and more exclusive, being in
some sort of way hard to reach. I think the opportunity for us is absolutely to
differentiate ourselves and make a lot of these beautiful products accessible, finding
the right owner for the right product at the right time in their lifecycle.”
Max Bittner, VC CEO
BoF VOICES event, November 2019

Even though products are pre-owned, most of the catalogue remains of high-quality as all
products are reviewed by the companies’ curation teams. Most listed products on luxury resale
platforms tend to be in fairly good condition, often brand new or barely used, and can even go

up to 62% of items sold on Vestiaire. Thus, the products available still endure luxury quality.

5.2.2. An additional layer of trust
As noted, the products involved are high-end items, so resellers upmost priority is to provide a
reliable and trustworthy service, specially through a secure process and authentication
procedures. Due to the pervasiveness of counterfeit luxury goods in the second-hand market,

resellers have to be able to inspire confidence in both sellers and buyers.

“Trust is the cornerstone of our online marketplace. Consignors trust us because we
treat their items with the utmost care and quickly sell them at the optimal price.
Buyers trust us because we have a rigorous authentication process. We believe the
trust and personal relationships that we have built with both consignors and buyers
over the past eight years cannot be easily replicated.”

TRR IPO Filing, May 2019
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5.2.3. Problem-free solution

Resale companies claim they deliver a hassle-free buying and selling process together with the
additional value brought by authentication. Nonetheless, they do so at different degrees by
providing distinct services.

In the case of Vestiaire, a peer-to-peer marketplace, sellers list the item, photograph it, set a
price they deem fit and interact with potential buyers. However, there is a vetting process in
between: once the product is sold, the seller sends the product to Vestiaire, which authenticates
it and checks for quality before sending it to the buyer. As mentioned by CEO Max Bittner, the
“goal is to make these transactions as effortless as possible while at the same time reminding
people that we, as a platform, add value and that value is the authentication.” (CNBC
interview, July 2019). As this process can be time consuming, the company also offers

consignment services.

“If you're short of time we also offer a consignment service. Our dedicated
management team will come to your place, collect your items, list them, store them
and manage the sales. Once the item is sold, payment is made directly into your bank
account.”

Fanny Moizant, VC co-founder

Company video, July 2019

More aligned with the latter service is The RealReal, which operates in a more traditional

consignment model:

“We deliver an end-to-end service experience. We remove friction from the
consignment process by providing multiple consignment methods: White Glove in-
home consultation and pickup, drop off at one of our eleven luxury consignment
offices, three of which are located in our retail stores,; or complimentary shipping
directly to our merchandising and fulfillment facilities. We do the work on behalf of
consignors. Once consigned items reach one of our four merchandising and fulfillment
facilities, we authenticate, write the associated copy, photograph, price, sell and
handle all fulfillment and returns logistics, making the consignment process
seamless.”

TRR IPO Filing, May 2019
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On the other hand, Rebag argues that consumers value instant gratification which traditional

consignment services lack:

“When I started (...) someone told me, “Stop bothering me. Just like, take my stuff,
and then come back with the money.” (...) Customers who are luxury-centric are not
interested in the process of resale; they 're only interested in the outcome.”
Charles Gorra, Rebag CEO

Loose Threads podcast, May 2019

Thus, Rebag model relies on buying products upfront from customers to then resell them:

“The platform offers a resale experience with a seller-first mindset that is all about
immediacy and transparency. Rebag purchases the bags outright at fair market prices,
which are calculated by the service’s highly-trained buying team, and the process
itself'is designed to be as easy and straightforward as possible; no consignment, no
commission, no tricks. Sellers simply upload a few pictures to get a free quote and
receive payment within 2-3 days of Rebag evaluating and approving the items. Buyers
of pre-owned bags can feel safe knowing that they re getting authentic designer goods
at attractive prices”

Harvard Digital Initiative article by Charles Gorra, Rebag CEO
November 2017

5.2.4. Ever-changing wardrobe

Greater brand selection and product assortment distinguishes luxury resellers from traditional
brick-and-mortar stores. Vestiaire accepts over 5000 luxury, fashion and designer brands and
both its catalogue and of The RealReal ranges from clothing, jewellery and watches, to art and
home decor.

According to CEO Charles Gorra (Forbes interview, March 2020), “Luxury consumers adapt
quickly to fashion trends as they come and go, so by broadening the exchange (...) Rebag is
providing endless access to a cyclical luxury collection” through its rental-resale hybrid model
Rebag Infinity. Under this programme customers can buy, wear and then return any Rebag
handbag purchase for a percentage of the original bag’s price in store credit. This model
addresses a common behavioural pattern in which the same item is bought and sold multiple

times within the platform.
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5.2.5. Shared affinity
Beyond a resale platform, consumers are looking for social interactions and building relations
with like-minded individuals. The concept of simultaneous e-commerce and social network is

at the core of Vestiaire Collective:

“The future for us is about emphasising and building on the idea that we are not just
an ecommerce website — we are a community of buyers and sellers, but one that does
so much more than simply buy and sell products. The community is about inspiring,
the community is about communicating, the community is about sharing ideas and
opinions. The future for us is about creating this global community that together helps
build the world’s most desirable wardrobe.”

Max Bittner, VC CEO
Fashion United interview, October 2019

This topic is further explained in the subsection 5.4.3. Beyond mere transactions.

5.2.6. Greener luxury
Aligned with the changes in consumption behaviour, resale platforms show their commitment
to extend the lifecycle of luxury goods and limit the industry’s waste. According to Vestiaire,
enlarging the lifetime of one item by only 9 months can prevent 20% to 30% of the impact on

the planet.

“We promote sustainability and a circular economy. We are committed to extending
the lifecycle of luxury goods by promoting their recirculation, rather than creating
waste. By creating a circular economy and reshaping consumer purchasing
behaviour, we contribute to a more sustainable world.”

TRR IPO filling, May 2019
To better quantify its actual impact on the planet, The RealReal developed the first-of-its-kind

sustainability calculator that allows customers to measure the pollution offset generated by their

own consignments. Similarly, Vestiaire promotes initiatives such as the Sustainability Month
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to addresses environmental issues, sharing tips on how to take care of clothes, among other

activities.

5.2.7. Powering expertise
Given the rise of sustainability-conscious consumers and the growing importance of resale

value, second-hand platforms take on the role of an educational resource for their users.

“A lot of what we 're working on for later this year and next year is about sharing our
knowledge. Over the past five years we 've developed pretty unique expertise about the
resale segment, so we want to share that with the world. You're going to see a lot
more content [on our website], we 've launched a magazine section recently, not to
mention our efforts in terms of library and resources.”

Charles Gorra, Rebag CEO

Fashion United interview, September 2019

Therefore, all the resale companies analysed have developed and made available to the public
pricing tools based on its data accumulated over the years: Real/Book by The RealReal,
Vestiaire’s Resale Calculator, and Clair by Rebag. Other educational resources include
compiling guides such as Rebag’s The Encyclopedia of Bags; organizing in-store events with
experts to discuss topics as Collecting art & design: where to begin in the case of The RealReal;
or Vestiaire’s videos of how to take care of clothing items as 5 alternatives to washing.

With such tools at hand, consumers can make smarter purchase decisions and assess their items

value, further contributing to an investment mindset.

5.3. Channels
Value propositions are delivered to customer segments through channels, the following block.
As the companies analysed are online resellers, their main touchpoint is through their website

and mobile app. However, they’ve also branched out to brick-and-mortar.

5.3.1. Digital native brands
All the three companies analysed are digitally first players, meaning they started their business

online. Thanks to these digitally enabled platforms, customers are offered a curated and
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organized catalogue of items, larger brand and product assortment, seamless user experience
and personalised service.
Accessibility is by far the greatest asset that online platforms leverage, for both sellers and

buyers:

“We knew right from the beginning that the launch of Vestiaire Collective in 2009
would answer to the needs of digital. (...) There was no doubt in our minds. We
wanted to tap into the convenience of being able to buy or sell from anywhere in the
world, at any time and gather a global audience of fashion addicts.”
Fanny Moizant, VC co-founder

Luxury Society interview, October 2019

On the sellers’ side, the tools provided online vary significantly across the three companies,
depending on their selling processes. As mentioned, peer-to-peer marketplace Vestiaire enables
its sellers to upload photos, write the description and set prices for their items; to then engage

with buyers in the comments section of each listing, and negotiate prices:

Summary Negotiating area

Thank you! B Soint Laurent
Our team will now check your submission 3 Starting price: 6700 DKK

and get back to you as soon as possible.

Hello

Saint Laurent
Kate Monogramme black leather bag
6700 DKK What price would you like

to offer?

Description
Offer sent: 5700 DKK

Offer accepted: 5700 DKK

Information

Figure 3: Selling and negotiating page of VC app

Source: App Store

In the case of Rebag — which buys handbags upfront — sellers can easily use the online tool
Clair available on mobile app and website, and instantly receive an offer for their products, as
observed in the figure below. If the items are not eligible for an instant offer, the seller can

upload images online and obtain a quote within 1-2 business days.
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REBAG o & Qo

offer
Find Your Bag Your Offer 10 12178 | 09/50/19

(Q Search Louis Vuitton Palm Springs Backpa..
Fendi

Mama Forever Bag Zucca Canvas -

Designer: Louis Vuitton Brown - Excellent

HB.FE.MMFR.ZUCY

Model: Palm Springs Backpack
Material / Style: Monogram Canvas ., REBAG CREDIT

$305 o= $350

Size: PM o - -

Looking for one of these?

CONTINUE

Not done? GET ANOTHER OFFER

RO ©m O &

HOME sHoP seLL MAGAZINE  ACCOUNT

Figure 4. Clair by Rebag

Source: Fashionista

On the other hand, The RealReal takes possession of consigned products received directly from
buyers, who then can easily track the status of their items and commission payments through

My Sales page, available on both website and mobile app.

VAL 2

70%

Consignment Process

For accepted floms

Figure 5: My Sales on TRR website

Source: TRR IPO Filing, May 2019
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Online platforms also allow a greater level of personalisation and product curation for buyers,
to ensure the right product reaches the right buyer. In order to efficiently browse their platforms,

resellers provide filters such as size, designer, colour, style, category, price and condition.

“Digital answers to the consumers’ lack of time and addresses our desires to shop
within an environment that is 100 percent tailor made... It also helps us learn about
their preferences, share similar products and ultimately help them hunt for the

treasure they have been looking for.”
Fanny Moizant, VC co-founder

Luxury Society interview, October 2019

With a constant stream of new items being uploaded, editorials and dynamic weekly curations
also encourage exploration and discovery across designers and categories. Please refer to
appendix 3 for examples.

Another key tool is the wish list in which buyers add items for potential purchase to a personal
list, receiving notifications when they go on sale. This can be a powerful trigger for conversion
to purchase, as it is for The RealReal: in 2018, the favourites list drove 36% of the gross
merchandising value (GMV).

To serve a tech-savvy customer base, resellers prioritize the development of user-friendly
mobile apps which represents 70% of Vestiaire sales, while for The RealReal it accounts for
57% of its total GMV versus 39% driven by its website. Strong engagement is further attested
by the time users spend browsing: The RealReal buyers who purchase within a month spend on
average 35 minutes on the mobile app and 26 minutes on the mobile website per day.
Additionally, e-commerce is not the only digital-enabled tool that these resellers leverage. The
use of social media is key to attract a young clientele, create user-generated content, activate

partnerships with brand ambassadors and influencers, as well as share educational resources.

5.3.2. From clicks to bricks
However, these digitally native players have branched out into physical retail as “The benefits
to opening our brick-and-mortar stores are endless — we are able to: capture new customers
who are not actively engaging with the online resale market; be part of a physical community
and grow brand awareness, provide our customers with ease of selling in a store environment,

to name a few” as stated by Charles Gorra, Rebag CEO (Fashion United interview, May 2019).
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Testing ground with pop-up stores was a key strategy before fully investing in retail, either by
directly owned stores or through partnerships. Having accumulated a rich set of data on
shoppers’ preferences and profiles proved to be a valuable resource to help in location and
merchandising decisions. The RealReal and Rebag own a total of four and nine retail stores
across the US, respectively. The RealReal also counts with ten consignment offices, four of

which are placed in stores, where sellers can get their products appraised.

“Luxury is still very underpenetrated online, with about 90 per cent of luxury
customers still shopping offline. We sell high-end pieces that people really want to see
up close, to assess the condition, and that kind of item usually moves better offline.
Our first store (...) was a total experiment, but we saw a lot of success there, in terms
of revenue and sourcing. When an experiment works, you reproduce it.”

Charles Gorra, Rebag CEO

Vogue Business interview, June 2019

The services available in the two resellers stores include selling and shopping, product drop-
off, complimentary valuations, product viewings for high-value pieces, and personal stylist
appointments. Since all items on display are also available to shop online, customers can show
the items tagged online to the store associates who remove them from the website temporarily
for try-on.

As they still positioned themselves as a luxury company, both The RealReal and Rebag retail
settings provide an upscale look and feel while being present in prime locations helps them to
convey a luxurious image on par with first-hand retailers.

Still, physical stores do not drive the majority of sales: only 20% to 30% of Rebag sales occur
offline, similar to The RealReal. Yet, as in-store purchases tend to be larger, both Rebag and
The RealReal plan on expand its directly managed stores in the next 3-4 years to a total of 30
stores and 10-15 stores, respectively.

Vestiaire experiments with pop-ups were through a partnership with British luxury department
store Selfridges, which then moved to a permanent concession offering an exclusive selection
of 200 items plus a dedicated resale point. The company proceeded to a series of physical
activations, such as a six-week exhibition at Parisian department store Le Bon March¢ or an in-
store pop-up at multi-brand retailer JOYCE in Hong Kong, including a drop-off point and store
credit exchange. Despite successfully experimenting with retail, it is not its main focus as for

the previous companies:
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“Vestiaire is absolutely a tech-first company, so my goal is not to launch as many
brick and mortar stores as I can. I'm really focused on brand awareness, and in
educating consumers in the physical environment.”
Max Bittner, VC CEO
BoF article, October 2019

For in-store pictures please refer to appendix 4.

5.4. Customer relationships
Customer relationships describe the types of relationships a company establishes and maintains
with each customer segment. To ensure their supply inflow keeps running smoothly whilst
remaining customers engaged, resellers resort to networking effects, sellers’ rewards, and

community-driven actions.

5.4.1. The network effect
In order for marketplaces to expand, an ever-growing flow of products is fundamental to keep
providing the right offer to the right buyer. Hence, attracting new sellers is key to create a much-
needed network effect: as more sellers are brought onto the platform, the more high-quality,
luxury supply is unlocked, increasing merchandise assortment which in turn attracts more
buyers. Additionally, converting sellers into buyers and vice versa creates a powerful flywheel

that accelerates this network effect, as described in the figure below.
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Figure 6: TRR network effect

Source: TRR Q1 2020 Investor Presentation (May 2020)
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As of March 2020, 55% of the The RealReal users who firstly were sellers had become buyers,
while only 13% of its buyers were also consigning. Moreover, 81% and 83% of 2019 GMV
came from repeat consignors and repeat buyers, respectively. Similarly, half of Vestiaire sellers
had also purchased on the platform in 2018, even though 70% of sales were generated by sellers
who rarely purchase second-hand. This leaves room for improvement as the amount The
RealReal generally earns from buyers who are also consignors is significantly higher than from
those who solely purchase.

Rebag does not disclose numbers, yet its CEO stated it closely monitors repeat patterns across
channels, buyers’ long-term value, sourcing revenues per seller, and return behaviour

(Ecommerce Magazine interview, December 2017).

5.4.2. Rewarding mechanism

To unlock supply and stimulate repeat selling, online platforms implemented reward systems
that grant special privileges for reliable sellers.

Under RealReal rewards loyalty scheme, The RealReal consignors achieve VIP status once
reaching $10,000 in sales, receiving benefits such as priority consignment processing, advance
access to sales, and $100 store credit. They also take advantage from a different commission
scheme, further explain in section 3.5. 1. Key role of commissions.

To strengthen even more the relations between users, Vestiaire recently launched a direct

shipping service backed up by a seller rating system:

“Direct shipping (...) is a service that really empowers both the buyer and seller. We
have customers who have been selling with us since the beginning and we wanted to
reward them with our trust. A trusted seller badge means the seller can ship the item
to the buyer directly. The service also empowers the buyer as they have the choice
whether to have an item authenticated or not.”
Max Bittner, VC CEO
Fashion United interview, October 2019

Sellers must be recognised as Trusted or Expert seller to be able to directly ship their products,
meaning they have to sell regularly, ensure their items conform to their description and ship
quickly. Such status improves visibility for users themselves as well as their items, which also

helps them selling and being paid faster. Direct shipping was firstly launched in Europe in 2019
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and soon represented half of the platform’s daily orders as 70% of customer chose the service,

leading to its extension to US in May 2020.

5.4.3. Beyond mere transactions
As mentioned, community is at the core of Vestiaire Collective. As a peer-to-peer marketplace,
the company relies on a high level of consumer participation to be able to fuel both supply and

demand.

“We are a global community platform with over 9 million members (and counting) in
over 50 countries! Our members really love that they can interact with each other on
the app and are buying and selling from like-minded fashion lovers. For example, you
can live in New York City and find another member in Hong Kong who loves the same
designer as you, or find a really rare piece that was only released in a particular
country.”
Fanny Moizant, VC co-founder

Forbes interview, December 2019

Vestiaire incites users to browse the app almost as a social network, through community-driven
features as the mewsfeed to receive the latest news in products and price drops, receive
personalized recommendations of new profiles to connect with, and access the Top Seller page.
Contrarily, The RealReal opts for not disclosing its users’ identity, while Rebag considers itself

an end-to-end marketplace where interactions between customers do not take place.

5.5. Revenue streams
Revenue streams are the result from successfully implemented value proposition offered to
customers. In the case of luxury resale platforms, it takes the form of commission schemes or

direct sale of products as well as subscription fees.

5.5.1. Key role of commissions
As traditional brick-and-mortar consignment shops, resale platforms take a cut of the resale

price of an item once is sold, depending on the product and/or how much the seller has sold via

the site.
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In April 2019, Vestiaire restructured its commission scheme, which is based solely on the resale
price set by the seller: for prices between $171 and $8,499, the commission varies between 15%
to 25%. For price points over and lower that range, the commission is fixed: $1700 and $17,
respectively. According to CEO Max Bittner, “We 've reduced the commission structure to be
competitive — on average, about five, six percent, and we shifted some of the burden from the
sellers to the buyers by introducing authentication fee to make sure that they know that we are
doing this work for them.” (CNBC interview, July 2019). This reorganisation yielded a positive
impact as sales had tripled on items in the lower price-point range. In 2019 the average order
value was around $436 in Europe, while in the US it reached $600. The company does not
disclose information on revenues but stated that in 2019 its orders have increased by 57%.

As for The RealReal, its commission scheme is based on its consignor loyalty programme —
RealReal rewards. Commissions rates are based on net sales during a one-year commission
window: 45% for a maximum total of $1,500; 40% for sales within $1,501 and $9,999; and
above the latter price point the commission lowers to 30% plus benefits as site credit and
priority processing. However, there are exceptions for item commission rates such as in-
demand, high-value pieces (e.g. watches) that allows sellers to earn up to 85% of the resale
price, and, conversely, lower-value items whose commission rate is higher for the company.
Under the current commission model, The RealReal total revenue was $318 million in 2019,
up 53% compared to the previous year, while the average order value was $455.

As these companies employ different commission rates for different items and loyalty schemes

that make the percentage fluctuate, it is not possible to fully compare both models.

5.5.2. Direct sale as replacement
On the other hand, Rebag takes possession of inventory upfront to then resell it. The majority
of its products are discounted 50% off retail or more, but the average ticket price is over four
digits. Even though the company does not disclose numbers, it revealed its revenues have

tripled in the last three years.

5.5.3. Rental-resale hybrid model
Additionally, Rebag offers its rental-resale hybrid model, the Rebag Infinity as previously
mentioned. Customers can carry their Rebag purchased handbags for up to 12 months, and then

exchange it for credit worth 70% to 80% of its purchase price.
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The longer the handbag is kept by the buyer, the lower the amount exchanged in credit that can
be applied towards the next purchase. Customers are encouraged to continuously cycle goods
within the platform, creating a subscription-like behaviour. In turn, the company capitalizes the
money from the original sale and generates extra revenue from each new purchase, as the buyer

usually has to pay the remaining amount.

5.5.4. As an additional revenue source: subscription fees

Alongside with commission schemes for sellers, The RealReal and Vestiaire are also
capitalizing on subscription-based models which offer benefits for users upon a monthly fee.
The RealReal offers a two-tier option membership programme: First Look members pay $10
per month and get 24-hour advance access to sales and special invitations to monthly
promotions; for a monthly fee of $30, First Look Platinum users can upgrade the prior
membership and enjoy 2-day shipping of their orders.

Vestiaire offers a subscription model with similar benefits: early access to new items,
notifications when items go on sale, reserve products, free shipping up to 12 orders per year,
and fast-track line for curation and quality control. Membership fees vary according to the
contract length: 1-year membership is $9 per month, 6 months is $10 per month, 3 months is

$11, and 1 month is $12.

5.6. Key activities
Key activities describe the most important actions a company must accomplish to operate
successfully. As luxury resellers work as marketplaces even if at different levels, coordinate

supply and demand as well as manage inbound operations constitute their key activities.

5.6.1. Coordinated efforts at supply and demand levels

Since resellers are marketplaces, their primary activity is to ensure demand meets supply. The
challenge relies on continuously feed the market with products people actually want to buy as
the bottleneck is usually on the supply side. As mentioned by retail consultant Doug Stephens,
“the biggest challenge for any consignment business — particularly one that deals in high-end
goods — is maintaining their supply of inventory” (BoF, July 2018).

As described in section 5.4.1. The network effect, continuously attract a high volume of items
inflow, increase repeat customers as well as convert buyers to sellers and vice-versa is key to

power the network effect in all available channels, as depicted in the figure below:
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Figure 7: TRR consignment model

Source: TRR Q1 2020 Investors Presentation (May 2020)

Strategies to improve access to supply vary from rewarding sellers to investing in brick-and-
mortar stores, specially to attract first-time consignors, as mentioned previously.

Instead of enlarging its offline footprint, Vestiaire rather expands its global reach to enhance its
ability to adapt to each market. Currently serving 9 million members across 50 countries
worldwide, 79% of transactions occur outside its country of origin, France. Demand for pre-
owned items is primarily driven by European markets such as France and Germany, while Japan
is the largest supply of second-hand luxury globally, followed by Hong Kong. Furthermore, the
company’s consignment services are extremely popular in these supply-driven markets,
allowing the platform to fuel its marketplace offer — in Q2 of 2019, GMV in Asia grew by

140%, after entering the market a year earlier.

“In our business, it’s really around global arbitrage. For us, it’s not really about
Japan or China being individual markets by themselves, but some markets are more
for buyers, and some markets are more for sellers. And our job is really (being) the

only global resale platform which is connecting these buyers and sellers in our fashion
community.”

Max Bittner, VC CEO

CNCB interview, July 2019
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US still represents a huge market for Vestiaire, where Rebag and The RealReal operate.
However, these two resellers only accept consignments within the US despite shipping
internationally. In fact, 15% of Rebag’s revenue comes from international buyers, with its
largest Asian markets being Mainland China, Singapore and Hong Kong. Expanding abroad is
part of the long-term future for both companies.

Other strategies for these resellers are category expansion or higher penetration in the existing
ones. Unlike most of its competitors, Rebag is narrowly focused on one product category —
handbags — which might be challenging for scaling its business. Hence, the company is
considering expanding to adjacent categories. Despite offering more product categories than
Rebag, 66% of The RealReal GMV came from women’s category in 2019. The reseller also
intends to deepen its penetration in already existing high-value categories such as jewellery,

watches, home and art.

5.6.2. Inbound activities: a balanced mix of human and tech elements
What really distinguishes these online resellers with other players as eBay is the curated and
authenticated offer. With a combination of human skills and technological tools, resellers are
able to inspire trust and reliability by its value-added services.
Even though Vestiaire is a peer-to-peer marketplace, its curation team reviews each listing — an
average of 40,000 new items every week — to ensure the product is high-quality, on-trend and

seasonally-appropriate. Within 36 hours, reviewed items are available online:

“Our curation team first checks all the images of pieces and the quality of product
listing before they even go live on site, as we select the best quality items. Once a
piece is sold the seller is requested to send it into one of our logistics hubs in the US,
France or Asia. The piece receives a physical check from our quality control and in-
house specialists. It’s especially important that luxury items receive a strict physical
check including the shape, style, materials, labels, serial numbers, but also review the

details such as engravings, stitching, etc.”

Sophie Hersan, VC co-founder

Forbes interview, December 2019

After physically checked, the product is then shipped to the buyer in a Vestiaire Collective
branded package.
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Unlike Vestiaire, The RealReal takes possession of all consigned inventory. The merchandising
team leverages its technological tools and data analytic capabilities to manage authentication,
copywriting, photograph and pricing of each item before listed in the online marketplace, as

described in figure 8.
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Figure 8: TRR inbound process

Source: TRR IPO Filing, May 2019

When items are received, they are identified as low or high risk: if the probability of an item
being counterfeited is high, it is sent to category-specific experienced authenticators; items
deemed /low risk such as contemporary brands with clear authenticity markers are sent to
copywriters to be authenticated. The multi-point authentication process takes into consideration
similar attributes to Vestiaire as brand markings, date codes, serial tags and hologram stickers.
Copywriting and photographing of each item are also handled by the company, distinct from
C2C Vestiaire platform:

“Because we take possession of each item, we are able to accurately and consistently
describe the item and its condition, as opposed to online-only peer-to-peer resale
models. Our items are professionally photographed and presented in a visually
appealing manner to encourage engagement and conversion.”

TRR IPO Filing, May 2019

Pricing is the last step before an item is available to buyers and once again it’s also managed
by The RealReal, which was able to process 14,000 new items a day in 2018.
However, The RealReal has faced litigation from luxury brands over counterfeit issues. In 2018,

Chanel filed a lawsuit against the reseller, accusing it of not having authorisation to authenticate
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its goods and therefore unable to guarantee its authenticity. The reseller has defended its
practices, arguing that investments were still taking place.

On the other hand, Rebag provides instant online offers to resellers with Clair. Yet every
handbag submitted undergoes an in-house multi-layered evaluation by its authentication staff
before the seller is paid and the item is listed for sale. For the company, authentication is

essentially a human skill.

5.7. Key resources
Key resources describe the most important assets required to deliver the value proposition. In
order to support the above mentioned key activities, the most important resources are the
authentication and curation team as well as proprietary technology, which in turn require large

amounts of funding.

5.7.1. The art of curating and authenticating

As mentioned, resellers of luxury products must ensure the quality and authenticity of all
products, relying on in-house experts to curate their offer and remove counterfeits. A great
majority of these experts have worked at house auctions such as Sotheby's and Christie’s, as
well as directly with luxury brands, yet resellers continuously trained their in-house teams.

The RealReal merchandising operations and core merchandising teams consist of 480 and 326
employees, respectively, which are responsible for curating the product assortment, writing
copy, photographing and pricing the items before listing them online. For the authentication
process, the reseller employs over 150 experts including luxury brand authenticators,
horologists, gemmologists and home and art curators. Likewise, Rebag CEO Charles Gorra
stated that every single product goes through physical authentication: “So that's the first sort of
non-negotiable thing in our whole process because authenticity has to be physical and we train

our own team.” (Forbes interview, February 2019).

5.7.2. The power of proprietary technology
Even though authentication relies heavily on human skills, companies strive for increased
automation in inbound activities to run an ever-growing volume of transactions. Companies
have been hiring tech talent to develop technological solutions related to authentication, pricing,

inventory management, among others. Vestiaire now employs a data team of 15 people —a mix
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of data scientist and engineers — while Rebag counts with a tech team of 25 people out of the
150-total workforce.

With thousands of items submitted per day, resellers leverage data-driven insights with artificial
intelligence to identify and curate the most sought-after products whilst providing optimal
pricing and sales velocity. Due to the increased risk of taking inventory, Rebag developed its
proprietary software Clair which instantly generates the resale value of more than 10,000 bags
and over 50 designers with an algorithm based on brand, condition, seasonality, current
inventory, among other factors. The purpose of this live public database is not only to provide
an accurate price offer to sellers but to be widely used by customers, retailers and other resellers
alike. Authentication is also increasingly more automated, with resellers as The RealReal using
algorithms to route the highest risk products to the most experienced authenticators, to ensure
a maximum level of scrutiny.

To enhance the overall omnichannel experience and provide a more personalised service at
every touchpoint, resellers also rely on technology to sync in-store and online inventory. The
RealReal has been developing its proprietary technology solution to manage its complex single-
SKU logistics — the RealReal 360. Since each unique item on the platform has multiple demand
points, this commerce solution allows optimization of product availability providing a single,
real-time unified view of buyers, sellers and all inventory available across digital and physical

channels.

5.7.3. Bestowed funding

In order to grow, scale and continuously professionalize their offer, resellers resort to venture
capital and equity investments to back up their technology development as well as other growth
strategies.

Despite the Covid-19 outbreak, Vestiaire was able to raise $64 million in a new financing round
in mid-April, to fuel its international growth into Japanese and South Korean markets while
doubling down on US expansion. The company does not disclose information regarding its
valuation, but it stated it was 50% higher compared to June 2019. Investment partners not only
bring cash but also expertise to the company: Korelya Capital, one of its investors, is a French-
based firm known for helping European start-ups to enter the Asian market.

Likewise, Rebag was able to secure $15 million in a Series D funding round in May 2020,
bringing total funding to $68 million. While its prior funding round was largely used to build

up its retail footprint, this last one will advance current technology developments like Clair.
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On the other hand, The RealReal became a public company on Nasdaq exchange in June 2019,
raising $300 in funding. After hitting an all-time low in late March this year, shares have been

rebounding with prices hitting $14 in late May.

5.8. Key partners
Key partners describe the network of suppliers and partners in which a company relies for
outsourcing some activities or from whom it acquires certain resources. Luxury resale platforms
rely mostly on in-house processes and proprietary technology to keep competitive. Thus, their
network of third-party suppliers is rather reduced, while they still strive to forge alliances with

luxury brands and retailers.

5.8.1. Third-party allies: few but crucial

To ensure customers send and receive their items safely and promptly, one of the most
important third-party suppliers are reliable delivery services. Vestiaire partners with Colissimo,
DHL, Fedex and UPS depending on the countries transactions take place; Rebag ships all
domestic and most international packages with UPS, and exceptionally with DHL or USPS; all
The RealReal domestic and international packages are shipped via UPS. All companies offer
pre-paid shipping labels as well as pick-up services so sellers can send their items for
authentication.

Other partners that also have been gaining importance are flexible payment solutions, since
prices might still not be affordable to the entire customer base even if sold at second-hand. In
the US, Affirm is the financing tool used by The RealReal and Rebag through which purchases
are payed in fixed monthly instalments plus interest fees, up to 36 months. Vestiaire partnered
with Splitit and Afford It Now in the UK and Klarna for other markets, providing similar
payment services. Such solutions have proven successful as nearly 90% of Vestiaire shoppers

who used financing solutions stated it triggered their purchase.

"We see customers shopping higher price points than they would without it, a positive
impact to revenue and AOV-. (...) In the UK, we see usage skewing slightly more
toward Millennial customers, but in markets where credit cards aren't as prevalent,

1

it's a cross section.

Ceanne Fernandes-Wong, CMO and vice-president for EMEA at VC

5 Average Order Value
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BoF article, February 2018

5.8.2. Second-hand luxury: a curse or a bless for luxury companies?
Luxury players have largely refrained from participating in second-hand transactions, fearing
they would cannibalise sales and hurt brand image in a market overcrowded by counterfeits.
Yet, various collaborations are gaining ground in the luxury ecosystem with resellers benefiting
from added trustworthiness, higher brand awareness and authentication guarantees.
In 2017, The RealReal initiated a partnership with Stella McCartney through which Stella
consignors receive $100 store credit to shop at Stella retail stores or online. Such partnership
benefits both sides: in the first year, the number of Stella McCartney items consigned increased
by 74%, while first-hand purchases were stimulated. Such endeavour has incited other brands
to cooperate with the reseller: in 2019, Burberry also partnered with The RealReal to support
the circular economy, offering US consignors an exclusive shopping experience at the brand
boutique.
Vestiaire also initiated a series of special partnerships —Circularity Collabs — with brands such
as Sandro, ba&sh and maje granting store credit to users selling their brand items on the
platform. According to CEO Max Bittner, “The service means our partners can encourage
sustainable behaviour, (...) encourage their consumer base to (...) participate in the circular
movement, and at the same time we are encouraging people to reinvest their money into their
own brands, so the brands create loyalty” (Fashion United interview, October 2019).
As mentioned, Vestiaire also experimented offline retail through partnerships with established
retailers as Selfridges and Le Bon Marché. Such partners give access to brick-and-mortar
expertise, which lies outside of the core competency of the tech-focused company, as well as
high foot traffic that their prime locations attract.
Rebag has also recently partnered with the direct-to-consumer jewellery brand AUrate for an
accessory collaboration and pop-up roadshow in which the reseller handpicked the jewellery
pieces to match up with its handbags. Conversations with other luxury brands are also taking

place.

5.9. Cost structure
The last building-block is cost structure, which describes the most important costs incurred

while operating under a particular business model. Taking all the previous building-blocks into
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consideration, the most relevant costs are largely related to operations but also customer
acquisition.

While resellers are reaching an unprecedent level growth, challenges of scaling and long-term
costs remain. The RealReal losses topped $96.6 million in 2019, a 27% increase from the

previous year, especially due to increasing operating costs.

5.9.1. Operating costs, a necessary evil

As companies grow, more buyers and sellers lead to more products, which in turn require more
authenticators, logistic hubs and other resources alike. The RealReal most significant expense
is Ops & Tech, which grew 27% to $143 million in 2019.

Taking possession of inventory and physically inspecting each item requires highly skilled staff
as well as warehouse personnel to pick, pack and ship items, which is expensive. Resellers also
bear all the typical costs online businesses face, such as increasing shipping costs and high
volume of product returns inherent to selling clothes online. As it is for luxury retailers, the cost
of prime real estate is also striking, despite the decline in recent years.

Technology represents a large investment to manage the complex single-SKU logistics, develop
authentication tools, automate processes and enhance pricing tools. Additionally, recruiting
tech talent is costly as well, especially because these companies must compete with the broader
tech sector to hire engineers and data scientists. Yet, companies believe such investments will

drive operational efficiencies at scale.

5.9.2. Costly conversion rates

Adding to operational costs, marketing and customer acquisition takes up a portion of expenses,
including social marketing and TV ads. In the case of The RealReal, marketing costs reached
$48 million in 2019.

High-price items purchases are usually perceived as an investment rather than an impulse buy,
requiring a multi-visit process before converting buyers and also sellers. Thus, it is important
to keep the customer engaged and remain meaningful at every point of the conversion journey,
which can be costly. Nevertheless, as brand awareness rises, word-of-mouth will further

mitigate such costs.
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5.10.

Business model canvas

The figure below summarizes the key takeaways for each building-block, pointing out

similarities and also differences between the three players:

The Business Model Canvas
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Figure 9: Business Model Canvas applied to online luxury resellers
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6. Discussion

In a world where luxury brands strive for preserving their image of exclusivity through carefully
managed scarcity (Kapferer & Bastien, 2012), our findings clearly suggest that luxury resellers
came to reverse this reality. These players provide greater accessibility to high-quality products
at more affordable prices, a main driver for second-hand buyers also mentioned by several
authors (e.g. Kessous & Valette-Florence, 2019). Aligned with Turunen and Pdyry studies
(2019), the product assortment available in the secondary market remains of high-quality,
proving luxury brands can stand the test of time as customers still look for well-preserved items.
Such behaviour also goes hand-in-hand with sustainability, as it is only possible to extend the
lifecycle of a product thanks to its inherent high-quality.

Our insights prove that online further expands access to luxury by connecting sellers and buyers
globally, a breach in traditional brick-and-mortar resale models. Powering this network of users,
converting buyers into sellers and vice-versa is key to unlock valuable and meaningful product
supply. In turn, offering a variety of assortment is fundamental to tackle buyers’ urge for
constant newness. Beyond a luxury retailer, these companies must be tech-first by continuously
leveraging their data-driven insights and develop technological tools to ensure the right product
meets the right buyer.

Additionally, the massless and classless world of Internet has been considered unqualified to
provide a distinctive shopping experience on par with luxury brands (Amer et al., 2018). On
the contrary, our findings show that online luxury resellers strive to counter this perception by
delivering an upscale experience within their platforms, including: a visually appealing,
intuitive user interface; luxurious look and feel; curated assortment and original editorials;
accurate and detailed product descriptions; personalised content and browsing capabilities; or
even connecting buyers and sellers with similar styles and sizes. According to our insights,
buyers can engage in a modern treasure hunt thanks to these online features and counter the
inconvenient /ack of choice mentioned by Turunen and Poyry (2019). On the sellers’ side, a
smooth selling process is provided, yet at different degrees regarding task-fulfilment: some
resellers handle listing, photographing, copywriting and pricing of each item while others work
as peer-to-peer platforms where users perform these tasks.

Luxury customers also benefit from the integration of an omnichannel strategy (Guercini et al.,
2020). Similar to our results, by expanding into brick-and-mortar, digitally-first resellers ensure

the touch and feel experience that online lacks, besides a one-on-one customer interaction.
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Moreover, it eases buying and selling process with product drop-offs, pick-up services,
complimentary valuations, and product viewings for high-value pieces.

As buyers perceive second-hand luxury purchases as risk investments due to the fear of
inauthenticity (Turunen & Leipdmaa-Leskinen, 2015), online platforms are expected to prevent
this threat (Abbes et al., 2020). Such insights correspond to a key point in our analysis — the
ability to secure a trustworthy multi-point authentication process, backed-up by highly
proprietary technology plus in-house trained experts. Our findings also show that partnerships
with luxury companies such as Burberry attest the legitimacy of resellers and can further help
in the fight against counterfeits.

However, technology is also leveraged to continuously automate other activities such as
pricing. With sellers adopting an entrepreneurial behaviour, resale is perceived as a means to
regain financial power. Resale calculators and other educational resources are then essential to
convert sellers as well as provide price transparency for buyers. This is in accordance to
Okonkwo (2009) and Amer et al. (2018), who stated that Internet has evolved beyond its
original communication function, as affluent consumers resort to it as a source of information

and purchase.
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7. Conclusion

Despite the boom of the second-hand luxury market, it remains an unveiled topic in academic
fields. Prior studies focused on motivations of second-hand sellers and buyers, disregarding the
important role of intermediaries. As online platforms proliferate, understanding how these
second-hand luxury players operate and deliver value-added propositions to both buyers and
sellers is crucial. This study addresses this gap, providing managerial insights not only to these
resellers, but also luxury brands which should actively participate in the fastest-growing luxury
segment.

Vestiaire Collective, The RealReal and Rebag represent successful resale platforms, enclosing
a multiplicity of similarities but also differences. We used the Business Model Canvas as
theoretical lenses to cover the four main areas of their businesses: customers, offer,
infrastructure, and financial viability. Upon this, we draw the following conclusions: the
success of luxury online resellers is built on a diversified yet personalised and curated luxury
assortment, wider customer reach enabled by online, and trusted authentication processes.
Powering the network effect, converting buyers into sellers and vice-versa is key to
continuously feed the market with sought-after products. After years of activity, resellers
developed a huge database and proprietary technology as well as in-house trained experts to
support all their activities. These are assets difficult to replicate which raises barriers to entry,
yet costly as companies scale. As a complement, offline footprint as well as partnerships with
luxury players further legitimate their activities.

Our study would have benefited from primary sources of data as interviews. As only The
RealReal is a public company, there is less information available regarding the other companies
analysed, especially in terms of financial figures to better compare their performance.

Future research on the topic can include quantitative studies to compare the performance based
on the described processes. Customers’ interviews and anonymous surveys can also add value

to the research, instead of relying on statistics provided by the companies themselves.
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China’s sharing economy comes to Vogue Business | 28/03/19|Annachiara Biondi https:/www. t com/cc s/china-sharing-economy-rental-fashion-

fashion

second-hand
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fiiERitT luxury resale
Video LEAVING FAST FASHION FEAT. La French Tech January [La French Tech http: h.tech/video/leay fast-fashion-feat-f: izant/
Interview FANNY MOIZANT 2020
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store in L.A. area at Westfield Mall l-a-arca-at-westfield-mall/2019050927713
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Vestiaire Collective Celebrates A Decade |Forbes 31/12/19| Ann Binlot https:/www.forbe; binlot/2020/12/3 1 /vestiaire-collective- -a-decade-
In Luxury Resale in-luxury-resale/
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9.2.6. Key Activities

64



65









9.2.7. Key Resources

SRS ey
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July 2019
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May 2020

May 2020 February 2020

July 2019
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burst?

VB_Charting
profitabilty

FUN
Zalora in Asia

Vestiaire Collective x
Zalora

Zalora, Asia's online fashion brand part
of the Global Fashion Group, has
announced a partnership with pre-
owned fashion platform, Vestiaire
Collective to offer a sustainable fashion
ecosystem in Asia. The partrership will
allow Zalora’s Hong Kong customers to

categories directly on Zalora's website
and apps. x2

The tial will be for Hong Kong initally,
explained Zalora, with plans to extend to
its other markets, which includes
Singapore, Indonesia, Malaysia, Brunei,
the Philippines, and Taiwan, as it looks
to promote the adoption of circular
fashion to encourage ts consumers to
be “more conscious about their
consumption habits”. x2

“Our partnership with Vestiaire
Collective effectively expands our Pre-
Loved category, offering more choices to
our Zalora shoppers and giving them a
chance to partake in joining the circular
fashion movement.” Pierre Everling,
chief regional officer of APAC added:
“Vestiaire Collecti d to partner
with ZALORA to further increase our
local footprint of circular fashion within
Asia. Sustainability is one of the
founding pillars of our business and
we're thiilled to open the doors of pre-
loved fashion to more users in new
markets, allowing more people to
embrace circularity in their daily lives. x2

“The RealReal, which consigns luxury
goods, provides pre-paid shipping
abels for products, which are routed
toits warehouses where they are
appraised, authenticated,
photographed and published to the
site. xt

Iknew we (The RealReal] had to
make it really easy, offering free
pickup in major cities and inspecting
and authenticating every.
3

Free Shipping

e piece.

Sellers on The RealReal can send items via
mail, drop them off at one of the
company's retail locations or have them
picked up in person. x3

then, they can request a free shipping kit
We started to offer free UPS at-home
pickups which has been very successful so
you can sell safely from home. [Gorra]

Whenitems are sold, the company
(The RealReal] ships them to buyers
inits own branded packaging. X2

Delivery to the buyer

“These companies must also grapple.
with al the typical costs retailers face,
such as rising shipping costs and the
high volume of returns inerent in
selling clothes online. x4

Upon safe the products then gets
shipped from the sellr to one of our
authentication hubs — there’s one just
outside of Paris, there’s one in Ho

Kong and there’s one in New York -
where our team of experts check quait,
the authenticty o the product and if we
Jeelits authentic we send it from us to
the buyer. x3

[Bitinr, CEO of Vestiaire Collective]

Flexible Payment
Service (for buyers)

9.2.9. Cost Structure

We cover a large range of product, our
entry level category starts at 2, 3, $400
which is a big amount but if you think
‘about for instance financing - which we
offer - you put $400 either owner credit
card or our financing tool, now you're
talking $40 a monthfor six months, nine
months and you can get access to your first
luxury product that way. [Gorro, Rebag
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9.3. Appendix 3: Homepage of resellers as of June 2020

9.3.1. The RealReal

Earn up to in Site Credit!" Limited Tim:
Hi, shop new items 24 hours in advance! wrr @ @ O &
el Sustemer s Commnt TheRealReal
NEW ARRIVALS DESIGNERS WOMEN MEN JEWELRY WATCHES HOME KIDS SALE SELL WITH US Sea Q

AUTHENTICATED LUXURY CONSIGNMENT

SHOP & EARN SITE CREDIT @

Spend $2,000+, Earn $500

SHOP NEW ARRIVALS

Beyond The Tie: Swoosh Strong: Decked Out:

Original gifts for Father's Day In bold color NIKES Collectible skate decks for the coolest dad
SHOP THE EDIT SHOP MEN'S SNEAKERS SHOP HOME GIFTS

BELIEVE THE HYPE

EARN 80% ON '
MEN’S SNEAKERS ﬁ
OVER $195

CONSIGN NOW You Could Eam You Could Earn You Could Earn
S $316 $500 $836
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9.3.2. Rebag

Enjoy 10% off everything with code ACCESS until 6/15 ShowMor X
m Q Try searching *Louis Vuitton® or *Black Tote" Login  Sign Up m
NEW ARRIVALS BAGS DESIGNERS MAGAZINE STORES Infinity Exchange About Clair SELL YOUR BAG

ENDLESS ACCESS SALE

10* OFF
Everything

SHOP

Use Code ACCESS at Checkout

FEATURED COLLECTIONS

Sale Luxury Under $750 Further Reduced
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9.3.3. Vestiaire Collective

Enable Acceczbllity Have a question? Need some help? Our FACS are the place o go

Q. search by brand, item... Vestiaire Collective PSS  sonn S (@)

Justin Designers Women Men Welove Vintage Bags Watchesand Jewelry Lifestyle ExpressDelivery DirectShipping BestofUS

Vestiare
Vibes

Exceptional "; Expross { \ Dadly
Pioces '@ Dekvary m“/‘ doals

Summer Tees, Up To 70% Off

8HOP THE EDIT

Spring Essentials

S
Y

B
4
'(z

HANDEBAGS TOPS DRESSES SWIMWEAR SANDALS KNITWEAR
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9.4. Appendix 4: In-store pictures
9.4.1. The RealReal store in Soho, New York

' ‘ . .
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Source: Business of Fashion

9.4.2. The RealReal store in Melrose Avenue, LA

Source: Fashion United
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9.4.3. Rebag store in Miami

Source: Forbes
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9.4.4. Vestiaire Collective concession at Selfridges
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Vestiaire Collective

Source: Forbes

Vestiaire Collective

Source: Forbes
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