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Translating High Fashion  
into Higher Profits 

Online luxury fashion retailers can 
boost their bottom line and turn high 
fashion into high profits with the right 
prices. In this article, the author ex-
amines the three pricing mistakes that 
premium online fashion retailers no-
toriously make, and gives suggestions 
for avoiding these pitfalls to increase 
online revenue, even with high priced 
luxury items. Author Nina Scharwen-
ka, Director at the global strategy con-
sultancy Simon-Kucher & Partners. 
She can be reached at Nina.Scharwen-
ka@Simon-Kucher.com.

Price is the most important profit 
lever. If a price is set smartly, it 
has the potential to achieve much 
higher profits than other factors, 

such as variable costs or purchased vol-
umes. Taking this into consideration, 
it’s surprising that online retailers often 
neglect to utilize prices effectively; low-
er margins frequently are a reflection of 
this. Instead, online retailers focus on 
optimizing their home page, automatiz-
ing cross and up-selling, streamlining 
newsletters, and many other typical ac-
tivities important to online retail. 

Interestingly enough, it’s the premium 
price segment of online fashion retail 
that is making the biggest mistakes in 
pricing. Is it because retailers in this seg-
ment see prices as less important than 
those in low-price segments, where low 
prices are THE most important purchase 
criteria? Maybe. In reality, though, prices 
play a critical role in the premium seg-
ment. Premium online fashion retailers 
are notorious for making the following 
three mistakes in pricing:

1. Where is the consumer 
orientation?
Consumers are, generally speaking, pre-
pared to pay more for higher value prod-
ucts. The emotional value of a brand 

or product-brand combination has a 
particularly strong impact on the will-
ingness to pay in the luxury goods in-
dustry. At the same time, this value is 
also quite constant internationally. That 
means that a certain price premium for 
a product-brand combination has equal 
chances of being accepted across all 
countries and cultures. This level of in-
ternationality is actually quite common 
in online retail for luxury fashion. It’s 
not unusual for a website to have 50+ 
country and/or language versions, each 
with its own currency. It’s interesting to 
note that each currency price is often 
converted using a simple currency fac-
tor on the main page. This often leads to 
prices that are not only sub-optimal for 
earnings, but also are totally inappropri-
ate for the price segment. For example, 
prices above €1,000 may end up being 
listed as €1,000.34. That’s why it’s cru-
cial to heed the following two rules: 

• Concentrate on setting the optimal tar-
get price; don’t simply make a mechani-
cal conversion

• Tap the willingness to pay; don’t use a 
cost-plus approach to set prices

2. Where are your price 
points?
Price points are sub-optimal when the 
prices that are chosen do not fully ex-
ploit the profit potential because impor-
tant price thresholds either are just barely 
or not at all exceeded. Case in point: 
It would be folly to offer a product for 
€1,010, as the critical price-psychological 
threshold of €1,000 is crossed. As a con-
sequence, it doesn’t actually matter for 
the buyer whether he could afford the 
extra €10 or not. Consumers in the high-
price segment want to see “fair” prices as 
much as any other consumer.

On the other hand, it’s important to har-
ness the total profit potential up to the 
next threshold. In other words, retailers 

should more often be asking for €990 
than for €970. The following rules can 
help luxury goods retailers to set their 
price points profitably:

• Identify the important price thresholds 

• Make it your goal to harness the total 
price potential up to the next threshold

• Prices slightly above a threshold lead to 
significant revenue losses 

3. Where’s the price 
consistency?
The prices of product lines need to be 
set up in a logical way. To put it another 
way: Products with additional benefits 
that are relevant to the price should be 
more expensive than products with attri-
butes that are less relevant to the price. 
Luxury fashion retailers often neglect 
to clearly communicate product attri-
butes that affect the price. They also fail 
to differentiate these price-relevant at-
tributes from similar products. For in-
stance, if you see two seemingly identical 
variants of a product (e.g. color variants) 
for different prices, you may not under-
stand that the price difference is based 
on the color. That’s why the following 
rules are so critical:

• Product attributes have to be shown to 
customers in a clear and distinguishable 
manner (e.g. trend colors, material) 

• Check if your customers really are will-
ing to pay more for these attributes 

Conclusion
In the premium segment of online fash-
ion retail, price is a critical factor that 
should be given more attention. It has an 
immense impact on contribution mar-
gins and, consequently, on the achiev-
able profits. If premium online retailers 
pay attention to the rules presented here, 
they will be able to turn high fashion 
into higher profits. 
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