~ A Service of
’. b Leibniz-Informationszentrum

.j B I l I Wirtschaft
) o o o Leibniz Information Centre
Make YOUT PUbllCCltlonS VZSlble. h for Economics ' '

Brioschi, Lodovico; Nitsch, Frauke

Article
"Using the power of technology to digitize a somewhat still
very traditional industry"

Marketing Review St.Gallen

Provided in Cooperation with:
Universitat St. Gallen, Institut fir Marketing und Customer Insight

Suggested Citation: Brioschi, Lodovico; Nitsch, Frauke (2017) : "Using the power of technology to
digitize a somewhat still very traditional industry", Marketing Review St.Gallen, ISSN 1865-7516,
Thexis Verlag, St.Gallen, Vol. 34, Iss. 5, pp. 6-9

This Version is available at:
https://hdl.handle.net/10419/279600

Standard-Nutzungsbedingungen: Terms of use:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen Documents in EconStor may be saved and copied for your personal
Zwecken und zum Privatgebrauch gespeichert und kopiert werden. and scholarly purposes.

Sie durfen die Dokumente nicht fiir 6ffentliche oder kommerzielle You are not to copy documents for public or commercial purposes, to
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich exhibit the documents publicly, to make them publicly available on the
machen, vertreiben oder anderweitig nutzen. internet, or to distribute or otherwise use the documents in public.
Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen If the documents have been made available under an Open Content
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten, Licence (especially Creative Commons Licences), you may exercise
gelten abweichend von diesen Nutzungsbedingungen die in der dort further usage rights as specified in the indicated licence.

genannten Lizenz gewahrten Nutzungsrechte.

Mitglied der

WWW.ECONSTOR.EU é@“}


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://hdl.handle.net/10419/279600
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

Marketingzeitschrift flir Theorie & Praxis

arketing Review

St. Gallen

v%
'A Universitat St.Gallen

B

512017 SCHWERPUNKT Interview mit Ludovico Brioschi, COO und CFO bei AMARO - Digitization and the retail landscape *
Disruption at the Door * Disruptive Verdanderungen im Handel erfolgreich managen ¢ Adding Bricks to Clicks ¢ The Digital
Disruption in Over-The-Counter Drug Retailing ¢ Risikowahrnehmung und Mobile-Payment ¢ Digitale Produkte als Marken-
botschafter SPEKTRUM Interview mit Stephan Derr, Vice President, Sales EMEA North und Vorstand bei Steelcase * Inter-
view mit Kurt Egloff, CEO BMW Schweiz AG ¢ Multi-Channel-Pricing

www.marketing-review.ch




Lodovico Brioschi

was born and raised in Lugano, Switzer-
land. He holds a B.A. from the University of
St. Gallen and a Master of Science from
the London School of Economics. After
working for Credit Suisse, Credit Suisse
Hedging Griffo and Roland Berger Strategy
Consultants he Co-Founded AMARO in
2012 with Dominique Schweingruber and
Roberto Thiele. At AMARO he is respon-
sible for Finance, Legal, Planning, Manu-
facturing, Logistics and Customer Service.
lodovico.brioschi@amaro.com




Schwerpunkt Interview

,Using the power of
technology to digitize
a somewhat still very
traditional industry”

In a retail world of contrasts with empty malls and thriving e-commerce,
retailers are facing new challenges to fulfill customers’ needs. In the interview,
Lodovico Brioschi, COO and CFO at AMARO, a Brazilian online fashion brand,
talks about the necessity of embracing new technologies and presents new
opportunities for brick-and-mortar stores with his brand AMARO.

The interview was conducted by Frauke Nitsch, research associate and Ph.D. student
at the Institute of Retail Management (IRM) at the University of St. Gallen (HSG)

What does disruption mean to you?

I think that the word disruption is often used in the wrong
context. True disruptions are innovations to business models
that completely change the rules of the game in an industry.
What Spotify did to the music industry and Netflix to the TV
industry serve as good examples. Amazon was an initial dis-
ruptor in the e-commerce industry, but most other online
retailers who followed are not. In fashion, a true disruptor
would allow their customer to print products at home instead
of purchasing them in store (but we are still a bit far away
from this scenario).

I see us at AMARO as building a very innovative busi-
ness model but not a disruptive one. We are using the power
of technology to digitize a somewhat still very traditional
industry but we are not re-writing the rules of the industry.
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There is, however, one aspect where I believe AMARO can
be considered disruptive, which is our approach to omni-
channel distribution with the Guide Shops. This retail con-
cept is still unique in Brazil and will impact not only how
retailers see their physical stores (they will become locations
to experience the brand rather than to merely sell products)
but also how mall operators design their shopping centers
and earn revenue and how consumers will shop.

What exactly is the concept of AMARO?

AMARQO is a digitally native women’s fashion brand that
continuously launches the latest international trends at dis-
ruptive prices. AMARO was founded in Brazil in 2012 by
Dominique Schweingruber, our CEO, Roberto Thiele, our
CTO, and myself, with the goal to break the predominant
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AMARO Guide Shop.

correlation between price and style prevalent in the Brazili-
an market. Through vertical integration and a direct-to-
consumer approach, AMARO is able to constantly launch
new products at affordable prices. We adopted an omni-
channel approach to distribution, through our own online
store, marketplaces and digitally immersive brick-and-mor-
tar Guide Shops.

In today’s digitalized world, customers shop
more and more online. Why did you open

a brick-and-mortar store?

The step towards opening physical locations was a necessary
one in a market where online retail still represents only
around 6 percent of total retail sales. In order to accelerate
growth and bring more people online, we need to go where
people shop (i.e. in the malls) and break the barriers that
prevent them from purchasing fashion online. Our long-term
vision is to build a Zara 2.0 with a full-stack technology and
operations infrastructure, but without the inefficient and ex-
pensive brick-and-mortar stores.

Compared to Zara, what makes your so called
~,Guide Shops” special?

The Guide Shops are physical locations to experience the
brand. It is a marketing platform for frequent events with in-
fluencers and customers. There is no inventory in Guide
Shops. Only one try-on piece per SKU. With this approach,
we are able to show more products. In the Guide Shops, cus-
tomers can try the newest products, receive competent advice
from our stylist and place an order on our website. Therefore,
computers and tablets are available in the store. Today, one

out of three transactions are carried out via mobile devices.
The products will then be delivered to the customer's home
still on the same day. Guide Shops are also locations to pick
up orders placed online or to do a return instead of going to
the post office. These are locations in which we can have
much deeper engagement with our customers than on the
website and is a formidable channel to increase lifetime value
and recurrence. They are our offline media platform. We noti-
ce that customers, who purchase both on- and offline, have a
40 percent higher lifetime value than online-only customers.

So what do you think the customers want
nowadays?

The customer wants the latest fashion trends at affordable
prices with maximum convenience. That is where AMARO
comes into play. As an omni-channel, technology-enabled
retailer, operating direct-to-consumers. Shopping at AMA-
RO means maximum convenience for consumers: We are
shipping very quickly anywhere in Brazil from our own dis-
tribution center in Sdo Paulo. Same-day shipping to Sdo Pau-
lo and next-day to the largest cities for orders until 7pm ma-
kes us the fastest e-commerce Shop in Brazil.

How is your business model a disruptive model
for the retail industry?

We are disrupting the industry with two important innovations:
On the supply side, thanks to the use of technology and ver-
tical integration, we can bring trends to the market very
quickly, compared to traditional Brazilian brands. We launch
monthly collections with a 12-week design, development,
and manufacturing lead time compared to the quarterly coll-
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Order station in the Guide Shop.

ections with one year lead time of traditional brands. Over-
all, we launch about 8500 new products per year. Frequent
smaller collections not only allow us to have the latest trends,
but are also a strategy to reduce inventory risk and decrease
the need for markdowns.

We need 12 weeks to plan, design, develop and produce
a collection. The manufacturing lead time per new style is
around one month. The reproduction of already existing pro-
ducts takes less than 28 days. Many local retailers in Brazil
cannot replenish their shelves in a timely manner since their
products are imported. For an optimal product level, we are
forecasting the demand with an algorithm.

On the distribution side, we have introduced a unique
concept with a true omni-channel strategy and a seamless
integration of the physical and online channels to Brazil.
While traditional brands are still trying to figure out, how to
integrate online and offline inventories or how to have uni-
fied communication campaigns, this integration is much
easier for us, since we were born online and, subsequently,
expanded offline. Furthermore, our physical stores carry no
local inventory, making the expansion of our offline foot-
print more capital efficient than that of a traditional brand.

What were the biggest challenges for AMARO?

Building a business from scratch is never easy, anywhere in
the world. However, in Brazil, there is an additional layer of
complexity arising from the most complex fiscal and regula-
tory environment in the world and a byzantine labor law.
Looking forward, the recession is nearly over and the local
consumer is now more optimistic about the future. The fu-
ture challenges are related to the ability to scale the AMARO
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business model quickly in Brazil and abroad for the business
to reach the required economies of scale. This will involve
also growing the supply chain as fast as we grow sales,
which can be quite challenging in Brazil.

How did you manage to establish your
disruptive concept within your team?

With a lot of work, organization, and perseverance! We have
been working relentlessly for five years now developing and
building AMARO. We are very precise and analytical in any
decision we take, striding often with the local approach,
which allowed us to develop a company during the worst
recession that Latin America has experienced. We also in-
vest considerably in hiring the best talents in the market and
investing heavily in technology (we have three times as ma-
ny computer scientists as product designers) so that we can
build the fashion brand of the future.

What chances does the digitization offer for the
fashion industry?

Digitization is transforming the fashion manufacturing and
retail industry. The internet allowed smaller brands to
quickly grow without the need to develop an expensive phy-
sical footprint. The constant connectivity of the consumer is
forcing retailers to rethink the whole journey, not only the
experience at the point of sale but also the experience deli-
vered before and after a sale. The internet is also providing
manufacturers and brands alike with an unprecedented
amount of data. An online retailer has much more informa-
tion about a customer, her journey, the products she saw and
purchased, those returned, etc. than a traditional retailer. By
using this data smartly, modern retailers can, for example,
complement traditional, creative, trend scouting with ratio-
nal sales data across geographies and foresee trends. This
allows in turn to better address consumer’s needs, better plan
the collections and the quantities to be produced.

Which new technologies impact the fashion
industry most?

Looking at the fashion supply chain, technology is having a
great impact to the way products are designed and develo-
ped. For example, with photo-realistic 3D prototyping a fa-
shion retailer is able to reduce in half the number of physical
prototypes developed and substantially decrease the time-to-
market for new products. But this is only the beginning.
Smart fabrics, connected apparel, 3D-printed designs are
some of the applications of technology that we will for sure
see in the next few years. 4]



