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Abstract
Purpose – The purpose of this paper is to identify the defining characteristics of the extreme luxury fashion
business model (ELFBM) and the relationship between this business model and the process of firm
internationalization. The paper examines the potentially positive outcomes of differences and distances in the
internationalization process of extreme luxury fashion companies.
Design/methodology/approach – The paper presents and discusses the data collected during a five-year
case analysis of an Italian luxury company. The main characteristics of the business model are identified in
terms of products, manufacturing and sourcing, distribution channels, marketing communications and
overall characteristics of consumers. The internationalization process is described, with a focus on the
Russian market as an emblematic case, highlighting the role of distances – geographic, psychic and cultural –
and liabilities, namely foreignness and outsidership in the international expansion of the firm.
Findings – The findings of this paper highlight the main features and specific traits of the ELFBM
characterized by a global and unique approach to the offer. This business model has in its origin the demand
from certain foreign markets, and the elements of the country of origin of the firms coexist and are enhanced
by the presence of specific characteristics of the destination countries in terms of niche consumers with
economic and cultural characteristics and a strong perception of “Made in” and luxury goods.
Originality/value – The paper contributes to previous studies on the relationships between business
models and internationalization. It provides a framework for the “ELFBM,” in which internationalization is a
constitutive element of a specific business model rather than a strategy for a business model already defined.
Examining the positive side of differences and distances in the internationalization process of firms adopting
such business model, the paper contributes to the international business theory and practice. It also expands
research on luxury fashion defining an international company which is under-investigated, the extreme
luxury fashion company, and the elements that constitute its business model.
Keywords Luxury, Fashion, Internationalization, Liabilities, International business, Business model
Paper type Research paper

Introduction
Globalization is a complex and multidimensional phenomenon which, in a broad sense,
represents the ways in which markets have converged throughout the world and the ways
in which production poles have shifted geographically to satisfy global consumers.
The convergence trends identified in markets, products, consumer behavior and society are
only one aspect of globalization, the other perspective is one of growing divergence.

Ghemawat (2011) describes the reality resulting from forces of globalization and global
economics as a world that is neither a set of distinct nation-states nor the stateless ideal that
seems implicit in the strategies of so many companies. In today’s world, the rooted
“cosmopolitan organization” gives much importance to the home country and adopts
adaptation strategies to become more respectful of differences, showing regard for the
sovereignty, uniqueness and internal diversity of foreign markets, and to take advantage of
the opportunities opened by the shift in the locus of global growth (Ghemawat, 2011;
Albaum and Tse, 2001). Despite some of the advantages promised by globalization, such as
new growth and scale, some authors still discuss whether going global is now a fixed course
for companies or such decision should be preceded by some questions on the substantial
benefits for the firms, the capability needed to achieve such benefits and if the benefits
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outweight the costs (Alexander and Korine, 2008). Capabilities should be unique, exploited
and protected, which are the key factors that determine performance level and the key forces
that drive firms in global strategy (Tallman and Fladmoe-Lindquist, 2002).

Apparently, the answer to these questions has been “yes” for companies in the luxury
fashion industry, which is why going global has become a huge part of their strategy, and
globalization has led to major transformations within the last decades. Some trends can be
stressed as follows: the shift from independent, family-owned small businesses to
multinational enterprises (such as LVMH, Kering and Richemont), through M&A strategies
and the building of global value chains; the global spread of luxury fashion brands,
supported by new distribution channels, namely flagship stores; a democratization in the
approach toward consumption, with the launch of accessory lines and the rise of so-called
“accessible luxury” brands; and the growth of emerging markets that have protected the
luxury sector from the global economic crisis and account for over half of worldwide luxury
goods sales (Moore et al., 2000; Vickers and Renand, 2003; Shukla, 2012). When it comes to
figures, aided by global currency fluctuations and continued purchases by “borderless
consumers,” the personal luxury goods market ballooned to more than €250 billion in
2015 – 13 percent growth over 2014 at current exchange rates, while real growth (at constant
exchange rates) has eased to only 1-2 percent. The slowdown implies a challenge for luxury
brands to successfully navigate market volatility driven by currency swings and fluctuating
tourist flows (D’Arpizio et al., 2015).

Within this framework, the paper focuses on the luxury fashion industry taking into
account a specific, under-investigated business model that only in part can be attributed to the
foregoing, but is still the result of globalization: we define it as the “extreme luxury fashion
business model” (ELFBM). The academic literature has focused mainly on the luxury fashion
brands, where “luxury” is used to describe the top category of prestigious brands (Vigneron
and Johnson, 2004). Moreover, only few academic studies define specific business models for
luxury firms, and include specific aspects related to internationalization in the study of
business models. Starting from these gaps, the paper contributes to define a business model
which is linked to internationalization and is different from others that have already been
analyzed within studies in the field of fashion, such as fast fashion companies (Runfola and
Guercini, 2013), or fashion brands offering a more accessible luxury (Moore and Birtwistle,
2004). The novelty of the paper thus lies in the topic under study, given that the ELFBM has
not been investigated in today’s literature. It is in a globalized world, in which there are
conditions for the emergence of business models based on cross-border resources and
opportunities, that the ELFBM, as here defined, finds full expression.

The paper is structured as follows: in the next section, we present a literature review
based on two main pillars. First of all we present the literature on the business model
concept and how internationalization is included in such literature; second, we focus on the
internationalization process of the firm stressing the constructs of liabilities and distances,
how they have emerged and how they have been analyzed in the international business (IB)
literature. The aim of this section is to provide a change of perspective in IB studies, from a
problem-focused view of diversity to a potentially positive outcome of differences and
distances, or, in other words, from liabilities to assets for the internationalizing firm. Seeing
a growing international trade in luxury goods with large distance between countries
(old industrialized countries and advanced countries), the paper argues how distances can
be more an asset than a liability for the success of a specific business model.

Then, we present a case study of an Italian luxury company whose products, clothing
and accessories for men, are in a price range between €500 for ties up to over €150,000 for
leather and fur coats. The positioning of the company, in terms of price and product
attributes, clearly distinguishes it from the “accessible luxury” which accounts for other
most-investigated companies/brands, such as Burberry, Gucci or Armani. We first present
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the firm and its internationalization process, then we focus on the Russian market as an
emblematic market for the development of the company. This is not just a case of extreme
luxury products made in Italy, but it is a combination of this with the specific demand and
perception of luxury in Russia and a few other countries, and therefore assumes distinctive
features. The paper concludes with the discussion of findings, the theoretical and
managerial contribution, limits and future research agenda. The paper contributes to the
literature on business model by identifying the defining characteristics of a specific business
model in the luxury industry, and examining the relationship between internationalization
and business model and the positive side of differences and distances in the
internationalization process of firms adopting such a business model. With reference to
this second point, the findings of this study sustain the argument of foreignness as an asset,
as an opportunity in foreign markets, so that the relation between internationalization and
business model appears to be not only theoretically beneficial in terms of filling the gap in
the IB literature, but also crucial for practitioners in light of the increasing globalization as
well as growing intranational heterogeneity in many countries. The paper also contributes
to previous work on luxury fashion providing a framework for the “ELFBM” that is
under-investigated in the literature on this topic.

Theoretical background
The business model concept
Despite the growing importance of the business model concept, the literature on the topic
shows the absence of a generally accepted definition of what a business model is and it is
now fragmented and heterogeneous (Schweizer, 2005; Zott and Amit, 2010; Teece, 2010).
In economic and business studies, there is a lack of literature that develops on a theoretical
level the concept of business model, with Teece (2010, p. 175) pointing out that “there is not a
single scientific paper in the mainstream economic journals that analyses or discusses
business models in the sense they are defined here.” The scarcity of literature on the subject
is remarkable, but recently the attention has increased toward the construction of a
theoretical framework. A clear definition of business model is provided by Teece: “how the
firms deliver value to the customer and how they capture value from their innovation and
organizational activities” (Teece, 2010, p. 173). A business model thus indicates how a
company delivers and creates value for its customers, a mechanism of generation of value
for the market and revenues and profits for the company. A business model “crystallizes
customer needs and ability to pay, defines manner by which the business enterprise
responds to and deliver value to customers, entices customers to pay for value, and converts
those payments to profit through the proper design and operation of the various elements of
the value chain” (Teece, 2010, p. 191).

Richardson (2008), based on a wide range of literature, proposes a consolidated view of
the components of a business models as follows: the value proposition (i.e. the offer and the
target customer segment), the value creation and delivery system, and the value capture
system. Zott and Amit (2008, p. 3) define the business model as “the structure, content and
governance of transaction” between the focal firm and its partners (customers,
vendors, etc.). There are significant relationships between the business model and value
chain in the sense that all new business models are variations on the generic value chain
underlying all businesses (Magretta, 2002). A business model perspective is also emerging
in the entrepreneurship literature (Morris et al., 2005), not only as an expression of
innovation but, more generally, as an approach which drives the strategic design in new
entrepreneurial ventures.

Drawing from the literature and from empirical observation, several authors have tried
to define elements that constitute the business model. Mason and Spring (2011) identify
three main business model elements: technology (product, process, core and infrastructure);
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network architecture (market and standards, transactions, capabilities and relationships);
and market offering (artifacts, activities, access and value). Similarly, Osterwalder et al.
(2005) define the business model as a conceptual tool that contains a set of elements and
their relationships, allows expressing the business logic of a specific firm and identifies the
main elements in terms of value proposition, target customer, distribution channel,
relationships, value configuration, core competency, partner network, cost structure and
revenue model.

There is very limited research on the relationships between business model and
internationalization, the latter being considered in relation to business model replication
(Dunford et al., 2010), as a strategic decision for the growth of the firm (Onetti et al., 2012),
a result of business model innovation (Rask, 2014), an element that places under tension the
business model with reference to the fast fashion formula, which is much more investigated
than luxury fashion (Runfola and Guercini, 2013). In presenting the case of the
British luxury fashion brand Burberry, Moore and Birtwistle (2004) identify four business
model interrelated dimensions that, by their very nature, appear to be particularly relevant
for luxury fashion companies: products; manufacturing and sourcing; distribution channels;
and marketing communication. Thus, the internationalization of activities is seen as a
strategic decision that contributes to the success and growth over time of a luxury firm with
a defined business model.

Starting from the literature on business models and how internationalization is included
in such literature, the first research question that can be put forward is as follows:

RQ1. Under which conditions is internationalization a constitutive element of specific
business models rather than a strategy for a business model already defined?

Distances and liabilities in internationalization
International activities of firms have been of interest for IB researchers for a long time, and it
is still an expanding field of research. Theories on this subject follow several theoretical
perspectives. The economic perspective includes theories of multinational firm and foreign
direct investments, where most studies aim to explain the phenomenon of international
trade and the international production of MNCs (e.g. Hymer, 1976; Dunning, 1980);
the behavioral perspective covers internationalization process theories, viewing
internationalization as an incremental process focused on learning and commitment, as a
series of sequential stages that the firm runs during its development in foreign markets
(e.g. Cavusgil, 1980; Johanson and Vahlne, 1977). Other perspectives concern the relational
approach within network theory, where internationalization is a process of initiating,
developing and sustaining relationships in order to establish a position in a foreign market
network (e.g. Johanson and Mattsson, 1988), and the entrepreneurial perspective on born
global firms, based on smaller, rapidly internationalizing firms (e.g. Knight and Cavusgil,
2004; Oviatt and McDougall, 1994), in which the precocity of internationalization is due to
several drivers, such as the role of the previous (international) experience of the
entrepreneur in multinational firms and commercial activities (Zucchella et al., 2007).

The perspective, adopted by this paper, was developed by focusing on the firm and its
process of internationalization. These models build on the behavioral theory of the firm
(Cyert and March, 1963) and the growth theory of the firm (Penrose, 1959). The first and
most influential process model is the Uppsala model of internationalization ( Johanson and
Vahlne, 1977), also known as the U-model (Andersen, 1993). It describes the
internationalization process of the firm as a “gradual acquisition, integration, and use of
knowledge about foreign markets and operations, and on its successively increasing
commitment to foreign markets” ( Johanson and Vahlne, 1977, p. 23). Other process models
have been developed by Bilkey and Tesar (1977), Cavusgil (1980) and Czinkota (1982), also
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known as the I-models because they view internationalization as an act of innovation
(Andersen, 1993). The advantages of the process models are that they are dynamic in nature
and have gained empirical and theoretical support.

Johanson and Vahlne (1977) theorized the U-Model from a learning and evolutionary
viewpoint as a process in which firms gradually increase their international involvement.
The model emphasizes a gradual and incremental approach to internationalization with the
underlying assumptions of uncertainty and bounded rationality; it explains the gradual
steps made by firms in their internationalization process as a learning process in which
market knowledge enforces commitment decisions, and where the current activities of a firm
affect the market commitment. According to the model, internationalization frequently
starts in foreign markets close to the local market in terms of psychic distance, defined as
factors, such as culture, politics, language and educational systems, that affect the difficulty
of understanding a foreign environment.

When the U-model has been applied to the study of the internationalization of retailers,
especially in the field of fashion, networks and relationships between firms and foreign
business partners lead to the spontaneous development of new expansion opportunities,
causing a rapid rush of international activity (Hutchinson et al., 2006). This seems to be more
consistent with the revisited model ( Johanson and Vahlne, 2009) in which business
relationships represent a means to overcome the liability of outsidership (Lynn and
Byoungho, 2014).

Much attention has been given to barriers and liabilities in internationalization, such as
foreignness and outsidership, and problems related to distances, whether they are
geographic, cultural, psychic or institutional. Johanson and Vahlne (2009) relate psychic
distance to the liability of foreignness, that is to say firms doing business abroad have to
face problems arising from the unfamiliarity of the environment, from cultural, political and
economic differences, and from the need for coordination across geographic distance, among
other factors. Greater psychic distance implicates a higher degree of liability of foreignness
and liability of outsidership, related to the condition of being outside relevant business
networks in foreign markets ( Johanson and Vahlne, 2009). Drawing on Hymer (1976),
Zaheer (1995, p. 343) defines the liability of foreignness as “the costs of doing business
abroad that result in a competitive disadvantage […] broadly defined as all additional costs
a firm operating in a market overseas incurs that a local firm would not incur.”

What emerges from the foregoing is that the notion that differences and distances are
liabilities, whether they are national, cultural, geographic or semantic, is pervasive in IB
research and practice. Constructs such as “cultural distance” (Kogut and Singh, 1988;
Shenkar, 2001), “psychic distance” ( Johanson and Vahlne, 1977, 2009), “institutional
distance” (Kostova, 1999) and “liability of foreignness” (Zaheer, 1995) have guided much of
the IB literature in the past decades. Barriers, difficulties, costs and risks associated with
working and doing business across national borders are emphasized, resulting in a problem-
focused view of diversity in IB research (Stevens et al., 2008). In this sense, IB research
commonly focuses on discordance, incompatibility, friction and conflict, and the negative
impact of distance, diversity and difference on various outcomes. In short, current theory
and research in IB may have overly emphasized a negative view on distance and diversity of
all kinds (national, cultural, organizational and institutional), with an emphasis on liabilities
and adverse outcomes associated with such differences. In the last few years, greater
attention has been given to the potentially positive outcomes of IB activity, including
viewing “foreignness as an asset” (Brannen, 2004, p. 596), exploring the “upside of cultural
distance” (Stahl and Tung, 2013), and “consider(ing) it as an opportunity for arbitrage,
complementarity or creative diversity” (Zaheer et al., 2012, p. 26). These are examples of
looking at phenomena in new ways that fill the gap in the IB literature and have
implications for practitioners in a context of increasing globalization.

407

Extreme
luxury fashion



Drawing on the constructs of distances and liabilities that have roots in the IB literature,
a second research question can be formulated as follows:

RQ2. How can the distances be more of an asset than a liability for the success of a
specific business model?

The extreme luxury business model: a conceptual framework
The luxury sector has experienced a proliferation of new business models as result of an
evolution of both the demand side and the supply side of the market. In particular, in recent
decades, the turnover of the luxury business has grown in many cases leading to the
adoption of business models based on revenue growth through the production and sale of
accessories and licensed products, which are far less expensive than iconic and important
goods for the image of the luxury brands. This process has been described as
“luxury democratization,” through the diffusion of less exclusive forms of luxury, which
enlarged the market base (Dubois and Laurent, 1996; Dubois et al., 2005). As a result of this
evolution, luxury can be connected to different levels of perception, which comprise less
exclusive and more extreme forms (Vigneron and Johnson, 2004). Although much attention
has been given to the study of a more democratic luxury that “extraordinary people would
consider ordinary […] at the same time an extraordinary item to ordinary people”
(Kapferer and Bastien, 2009), the “maximum exclusiveness” (Porral and Dopico, 2011) is
under-investigated. An example of democratic vs maximum exclusiveness – or extreme
luxury as defined in the paper – is a manufacturer of iconic handbags that makes even
wallets or belts standardized at more affordable prices, compared to a producer of unique
pieces, such as bags priced from $50,000 upwards, or a manufacturer of boats who makes
pleasure boats or exclusive “mega-yachts.” The business model can take content related to
extreme conditions with respect to one or more parameters associated with the
characteristics of the value delivered to customer (exclusivity, status, beauty,
customization, etc.) and the value captured.

In the ELFBM, the complete internationalization process is part of the business model
itself that is defined by the relation between dimensions in the home country and destination
country, where factors analyzed as liabilities that occur in the internationalization process
may generate assets. Thus, starting from the literature presented above and the two
research questions formulated, we propose a conceptual framework that has in the origin of
demand from certain foreign markets, both emerging and advanced ones, an essential
feature of its existence and sustainability. Imaging luxury without the way of conceiving
luxury of some foreign countries would ensure that certain products of extreme luxury
would be more similar to a form of art than a successful business (Guercini, 2014).

Figure 1 represents the ELFBM and its conceptual dimensions. The figure draws on the
conceptualization of business model proposed in the literature, more specifically on
the elements included in the definitions of Teece (2010) and Richardson (2008). The value
proposition concern the products/services offered and the target customer segment;
the value creation and delivery are the core of the business model and are concerned with
how value is created through resources, activities, partners and distribution channels;
enticing customers to pay and firm’s profit represent how value is captured. The other two
dimensions, home and destination country, represent the internationalization process where
the business model dimensions manifest and distances (geographical, pychic, cultural, etc.)
may appear as an asset rather than a liability.

Research method and case background
Given the relatively unexplored nature of the research topic (the ELFBM and its
relationships with internationalization), this study adopted an exploratory qualitative
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research strategy (Yin, 1994). Case research is relevant to generate and test theory
(Eisenhardt, 1989) and allow researchers to study an organization and its environment in a
natural setting and obtain rich insights into complex processes; it is a methodology
commonly used when the units of analysis are organizations and relationships that have a
complex structure: authors argue that case research can be more fruitful than other research
approaches because of the nature of the phenomena studied (Guercini, 2004; Piekkari et al.,
2010). The single case approach has become an increasingly popular methodology within
the internationalization literature and has enabled various researchers to provide important
new insights into the field (Palmer and Quinn, 2007; Sparks, 2000).

A case study can provide a great deal of data, mainly qualitative, and offer insights into
the nature of the phenomena (Easton, 2010). Rigorous qualitative case studies afford
researchers opportunities to explore or describe a phenomenon in context using a variety of
data sources. A hallmark of case study research is the use of multiple data sources, a
strategy which also enhances data credibility. Each data source is one piece of the “puzzle,”
with each piece contributing to the researcher’s understanding of the whole phenomenon
(Yin, 2003).

In particular, we present a case study conducted within one organization over the last
five years. This single case was considered to be appropriate because it is highly pertinent
to the objective of the study (Perry, 1998). The case study considers an Italian luxury
family business firm that will remain anonymous, and from now on it will be called
I-Luxury[1]. The case has been selected by the authors mainly for three reasons: the rapid
growth, in terms of turnover, profits and number of employees, experienced by the
company in the last ten years that has made the company a leading global player in the
niche of luxury; the internationalization from the beginning carried out through stores
opening all over the world; and the positioning of the brand and range of products offered,
which makes the company a case different from those already analyzed in the literature on
luxury fashion.

The research involved the triangulation of different sources of data. The case presented
in the paper is based on data, mainly by means of interviews and supplemented by
secondary data (documents and narratives), collected from March 2011 to December 2015.
Interviews were of a semi-structured nature, conducted in person and lasted an average of
120 minutes, and depended on the availability of the CEO and other managers. The first
interview (March 2011) focused on the business model of the company (products offered to a
specific target customer segment; manufacturing and sourcing activities; distribution
channels; and marketing communication). The other three interviews (February and

Internationalization process

Home country

Value proposition

Value creation and delivery

Enticing customer to pay and
firm’s profit

Distances as liability or asset

Business model dimensions

Destination country

Source: Author’s elaboration

Figure 1.
The ELFBM:

conceptual dimensions
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November 2013; September 2014) concerned the internationalization process of the firm
from the beginning, in terms of market selection, entry method, encountered difficulties and
barriers, international retail expansion and organization of activities in response to the
international growth of the company. The last interview specifically focused on
the experience on the Russian market. All interviews were recorded and transcribed to
ensure data recording accuracy. Thus, the primary material derives from in-depth face-to-
face interviews with the CEO – and son of the founder – of the company, and during the
interviews some information and data were also provided by the marketing manager and
the administrative officer. Secondary data were collected from multiple sources that enabled
cross-checking through triangulation, such as local entrepreneurial trade unions, corporate
web pages, available annual reports (from 2011 to 2015), press articles, previous case
narratives published in books and scientific papers (Table I).

Luxury represents a good context for analyzing the issues investigated herein.
The recent financial crises of 2008 revealed that luxury industry is not immune to crisis: in
the past, the most important markets for luxury brands, which originate mainly from Italy
and France, were USA and Japan that have been hit substantially by the crisis. The country
that is turning around the crisis for luxury goods is China: the Chinese luxury consumers
want outwardly visible and status-driven branded products and, after a long period of
restriction, there is an urgent need to experience and own all the “good things in life”
(Sivakumar, 2012). A steady pace of store openings in second-tier cities in the USA has also
fueled sales growth in the USA. An additional factor driving the growth in the Americas is
luxury spending by the increasing number of Chinese and Russians now visiting the
western cities in the USA, such as Las Vegas and Los Angeles. The global personal luxury
goods market reached €224 billion in revenue (at retail equivalent value) in 2014, up by
3 percent compared to 2013, and that upward trajectory continued in the first quarter of
2015. In the long run, Italian brands have gained the largest market share of luxury sales,
moving from 21 percent in 1995 to 24 percent in 2014, nearly equaling French brands’ share

Interviews When Duration Respondents Objectives
1 March 2011 120 min. CEO Company business model: products offered;

target customer segment; manufacturing and
sourcing activities; distribution channels;
marketing communication

1 February 2013 120 min. CEO
Administrative
officer

Internationalization process; market selection
and entry method; difficulties and barriers

1 November 2013 90 min. CEO International retail expansion; stores opening
in foreign countries; changes in the
organization of activities

1 September 2014 120 min. CEO
Marketing
manager

Internationalization in emerging countries;
experience, difficulties and barriers in Russia;
manufacturing and sourcing activities in
response to the international retail expansion

Secondary sources When Objectives
Data from local entrepreneurial
trade unions
Firm annual reports
Firm websites and fashion
magazine publications
Press articles featuring the firm
Previous case narratives

Five years: 2011-2015 Integrate interview and collected data on firm
internationalization process and business model

Source: Author’s elaboration

Table I.
Data collection
process adopted
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of 25 percent[2]. As a result of evolution of both the demand side and the supply side of the
market, the luxury sector has experienced a proliferation of new business models that make
this context worthy of investigation.

Case description: a chronology of I-Luxury and its internationalization process
I-Luxury was founded in Florence in 1972 by a Florentine entrepreneur and his wife, and
its target audience are high-ranking male customers, with an offer of a full range of
products entirely handmade in Italy with valuable raw materials. The activities of the
company started with a collection of ties made with precious materials. In 1974, after the
participation in the trade show Pitti Uomo in Florence, I-Luxury, on demand of
international customers, developed a collection of shirts, matching the collection of ties:
this was a significant change for the company, which positioned its offerings on a segment
of the textile and clothing market very different from the usual ones where usually the
price of the products could not exceed a certain limit. The results of the period were
beyond expectations, and it was necessary to organize, in a short time, a continued
production activity, although initially small: the B-Luxury Ltd (production of shirts) was
founded, fully controlled, through which it became possible to strengthen the product line
in the luxury segment, addressed to customers representative of the most affluent upper
class in business and politics.

During the 1980s, I-Luxury entered the US market by opening a small showroom in
New York, becoming the object of interest of a set of clients that included politicians,
financiers, intellectuals and writers. In the early 1990s, and parallel to the growth of
production, the company decided to undertake retail operations, opening directly controlled
flagship stores: this choice reflected the need to gain greater visibility and a stronger
presence in the market, in order to establish the brand worldwide and build an image of
absolute elegance and good taste in clothes.

In 2001, I-Luxury became the holding of a group of firms totally or partially controlled. In
2006, the turnover exceeded €23 million, thanks to the steady increase in sales at Neiman
Marcus, the most prestigious department store in the USA, with whom I-Luxury opened, in
2006, two shop-in-shops in Bal Harbour (Miami) and Tyson (Washington). The strategies
pursued have proved to be successful as the Group has seen strong turnover growth in
recent years, from €37 million in 2011 to €107 million in 2014 (approximately +290 percent
in four years). The 96 percent of turnover is achieved abroad and it is well balanced between
countries where I-Luxury is established: mainly the USA, China and Russia. In particular, in
2011 the turnover was subdivided as follows: 47 percent Europe (Russia included);
33 percent Asia; 19 percent America; 1 percent others.

The USA has been the biggest market for the firm and in 2012 it was still important with
a share of approximately 15.5 percent of total revenue, an increase of 25 percent compared to
the previous year, followed by Russia, Italy and China. In 2014 the turnover was subdivided
as follows: 48 percent Europe, 38 percent Asia and 13 percent America. The company plans
to continue with its strategy of business diversification: in the last few years, I-Luxury has
entered the field of fine furnishing fabrics, especially after the acquisition in 2010 of Luxury
Fabrics, which uses a unique orditoio (warping machine) designed by Leonardo da Vinci
and an 1878 Benninger orditoio that is still in perfect working order today. In 2012, the
company entered into a collaboration with a famous yacht manufacturer to create the
interiors of luxury yachts.

In summary, the history of the company coincides with its international vocation and its
development in foreign markets primarily through the sale of its products in prestigious
multi-brand stores first, and then through the opening of sales outlets, which now account
for the main business of the company; the company plans to continue with its strategy of
opening stores abroad, together with a strategy of business diversification.
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The interrelated dimensions of I-Luxury business model
Products offered – full range of products entirely handmade in Italy with valuable raw
materials – and the target customer segment – high-ranking male customers – constitute the
value proposition of the firm. The I-Luxury menswear collection consists of a wide range of
menswear suits, dress shirts, neckties, outerwear, knitwear, casualwear, shoes and leather
accessories. These products are in a price range between €500 for a tie up to over €150,000
for a leather and fur coat. The positioning of the company, in terms of price and product
attributes, clearly distinguishes it from the “accessible luxury.” The products are
100 percent Made in Italy by highly specialized craftsmanship. The attention to Made in
Italy is so strong that it has led to the creation of an academy to hand down workmanship
traditions and exclusive know-how to young artisans. One of the main features of I-Luxury
is the bespoke tailoring.

I-Luxury is also pursuing a strategy of diversification, entering the field of fine
furnishing fabrics, especially after the acquisition in 2010 of Luxury Fabrics. Continuing
along the path of diversification, in 2012, the company has started a collaboration with a
yacht manufacturer to create the interiors of luxury yachts. To date, the company
has several lines including fine porcelain; crystal and silverware lines; luxury linens; and
design of wine bottles.

The value is created through activities and resource combination in which the prevailing
culture of I-Luxury is “Made in Italy”: the entire production is carried out in Italy and for
some products the entire production cycle takes place within the confines of the province of
Florence. In particular, 60 percent of the production is done internally, the remaining
40 percent is outsourced to workshops in Italy, which are about 20 in number, directly
monitored by the company. The creative process takes place entirely inside the headquarter
of Florence, and is managed by the founder, his son and some designers and experts for
each product category, which were necessary since the company began its process of
growth: in a few years, in fact, the employees of the group increased from 40 to 300, and the
company felt the need to rely, for some functions such as personnel management, on
external partners. The marketing function, whose core business is retail and
communication, however, remains in the hands of the family, in particular the founder
and his sons, supported by a commercial office. The processing of some products is
outsourced to market leader suppliers, with medium/long-term contracts (typically four or
five years), and the suppliers must respect the quality standards imposed by the company.
All the garments are shipped to the site in Florence where the quality control takes place,
and they are rechecked, packaged and shipped to individual stores or customers.
The company delivers its suppliers not only designs and models, but also the raw materials
and fabrics. An example of outsourcing are the coats, which are made in Fano, a town in the
Marche region, whereas the rest of the products are made in the province of Florence, in
Emilia Romagna and Basilicata regions. The entire production of fine leather footwear takes
place in Florence, as well as the realization of the ties and shirts. Relationships with
suppliers are very stable and strategic, due to the required quality standards. Often the
growth of suppliers has gone hand in hand with the growth of I-Luxury, thus reinforcing
the relationship between companies. Despite the high level of trust, I-Luxury does not have
unique suppliers for individual products or processes in order not to be overly dependent on
a single supplier. At the current stage, the company is considering acquisition of minority or
majority shares in strategic suppliers to ensure greater control and stability in the supply
processes. Requests from the stores, especially related to customization, have implied a shift
from external supply to internalization of activities by setting up a tailoring workshop of
18 people who respond quickly to the demands of stores around the world. The trend in
general is to internalize as much as possible the production from present to the coming
years. The link between the product, brand and territory is so strong and clear that the
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company has gone from the label “Made in Italy” to the label, strictly used in the Italian
language, “Fatto in Italia” or “Fatto a mano (handmade) in Italia” and, for some products, the
label “Made in Florence.”

Distribution channels represent another pillar of value creation. Over the years, I-Luxury
has tried to develop its market penetration through three main channels: the multi-brand
stores (exclusive agreements with historic shops, located in exclusive locations with
international and loyal customers), the flagship stores, owned by I-Luxury or licensed out,
and the department stores (Neiman Marcus, Bergdorf Goodman and Harrods). Through the
opening of flagship stores, the strategy that the company is currently implementing consists
of coming into direct contact with the final customer, and offering a customized product;
improving the image of the product through a professional sales service; recovering the
margin that is assigned to the retailer; and improving visibility and the luxury image of
the product. The opening of new stores is the main driver of growth, as well as the objective
that characterizes future strategies.

The first flagship store was opened in Shanghai, China in 1993. In 1994 the presence in
the North American market was further strengthened by the transfer of the showroom
in New York’s prestigious Fifth Avenue in Rockefeller Center. In 1998, the range of
products offered was extended to jackets and suits, produced by highly qualified
external subcontractors, located in various regions in Italy, which had to respect strict
production standards.

In 2000 a new boutique in Monte Carlo was opened, and in 2001 a flagship store was
opened on Rodeo Drive in Beverly Hills. Parallel with the constant growth of the brand in
Asian countries, the second Chinese boutique was opened in 2002 in Beijing, inside the
St Regis Hotel, which was followed by the first licensed shop in the city of Chengdu. Other
boutiques opened in that period were in Porto Cervo, Italy, in one of the most exclusive
resort of Costa Smeralda, and in Xi’an, which was the third owned flagship store in China. In
the same period, a rented space inside the Hotel Principe di Savoia in Milan became the
showroom that hosted all customers during sales campaigns. In 2005 the three-floor store in
New York’s Park Avenue became the flagship of the Group. In the same year, the fourth
owned store was opened in China in Hangzhou. Two local partners were also granted the
right to open licensed flagship stores in Moscow on the prestigious Bolshaya Dmitovka, and
in Paris, on Avenues des Champs-Elysees.

At the end of 2011, the flagship stores in the world were 21, counting both those owned
and licensed (approximately, the remaining 43.5 percent of the turnover of the company is
routed to the third channel of distribution, the multi-brand customers). In 2012, a new owned
boutique was inaugurated in Beverly Hills, located at 270 North Rodeo Drive, managed by
the subsidiary Luxury & Co. of Beverly Hills; a new boutique was also opened in Paris at 34
Avenue Georges V, managed by the subsidiary I-Luxury France SARL, and a prestigious
flagship store was opened in Saint Moritz; a new licensed shop was opened in Ankara.
During the same year, license contracts were signed for the opening of new boutiques in
Vienna, Abu Dhabi and Shenyang (China).

In 2013 the shops belonging to I-Luxury were as follows:

• directly operated stores (DOS) (18): Florence, Milan, Porto Cervo, Paris, Monte Carlo,
St Moritz, Beijing (two), Macau (two), Shanghai (three), Xi’an (two), Ningbo, Mumbai,
New York and Beverly Hills;

• third-party operated stores (TPOS) (21): Zurich, Vienna, Kiev, Moscow (two), Ankara,
Ekaterinburg, Saint Petersburg (two), Yerevan, Baku (two), Chengdu, Seoul,
Singapore, Shenyang, Jakarta, Abu Dhabi, Doha and Dubai; and

• shop-in-shops (nine):Neiman Marcus (Tyson’s, Las Vegas, Houston, Bal Harbour, King
of Prussia, Northbrook, Michigan Avenue and Scottsdale) and Harrods (London).
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DOS and TPOS generated 77 percent of turnover in 2013. In 2014 the growth of the firm has
been rapid and consistent, with openings, among others, in Istanbul, Shanghai and a
flagship store in Milan. I-Luxury now has 43 stores all over the world and 11 corners. The
weight of investment on stores on the total turnover, in 2014, is between 8 and 10 percent of
turnover, which includes stores (renewed and new openings) and investment in production.
A new building (1,500 square meters) has been acquired to expand the production of leather
goods, in order to meet the demands of stores in terms of quantity, quality and delivery time.

Marketing communication is mainly represented by fashion shows and events,
supplemented by the role of flagship stores in disclosing the brand identity. I-Luxury is also
deeply involved in the art world. The latest catalogues, conceived, respectively, in
collaboration with the Succession René Magritte and artist Jack Vettriano, have put into new
perspectives and associations I-Luxury’s creations and the paintings of these famous artists.
Another example of the connection with the art world is the latest catalogue dedicated to
the Galleria degli Uffizi in Florence. The tribute to the city of Florence was translated into
the donation of the new lighting for the Ponte Vecchio in 2014.

Finally, communication in print does not go through the traditional international fashion
magazines, but occurs in specialized journals in the world of finance, the most exclusive
sports such as golf or sailing and the luxury cars. In this context I-Luxury is very active
through sponsorship, being the main sponsor of the Mille Miglia and SR’s Gentleman
Drivers Trophy.

Russia as an emblematic case of internationalization
Among others, Russia is one of the most important countries for luxury brands, especially
those from France and Italy: the higher the price of a product, the more attractive the
product is for a part of the luxury consumer, because it means that it is more luxurious.
To illustrate the potential of the Russian luxurymarket, an increasing number of major luxury
brands are switching from franchising operations to directly operated stores. In the last few
years there has been a phenomenon of revival of Italian brands in the Russian market after the
crisis in 2008. Italian fashion brands have opened stores in Moscow and St Petersburg, but
also in large and middle-tier cities like Ekaterinburg, Novosibirsk and Omsk[3].

The country opened to the rest of the world in the early 1990s becoming an emerging
market economy, and in the last decade there has been a boom in consumerism; one
indication of the improving standard of living was the increase in retail sales. Consumption
became the new purpose of economic activity, especially status consumption (expensive
clothes and cars, expensive repair and building, elite clubs and special household services),
as Russians generally like to show off (Karpova et al., 2007). There is a psychological habit
of consumption in Russia, which can also be clearly seen in the luxury market. Recent
research on perception of luxury and consumer behavior in Russia has shown positive
relationships between purchasing of luxury goods and the need for uniqueness, symbolic/
status consumption and identity, which indicate that most of the Russian people want to
avoid similarity, but, at the same time, they want to possess the status symbols that
symbolize personal and social identity (social, emotional and existential values). Another
distinctive feature attributed to the Russian consumer is the predilection for European
products that are associated with attributes such as high quality, original design and
variety of assortment, which is why many Russian producers use foreign words and names
to attract consumers. Research on consumer ethnocentrism confirmed that Russians
consider domestic goods as inferior to imports and evaluate western products more
positively than national products (Klein et al., 2006).

The presence of I-Luxury in Russia began in 2005 with the opening of the first store in
Moscow. According to the CEO “in Russia and CIS countries, the only way to operate is
through a local partner” because of the difficulties and the peculiarity of these markets,
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mainly related to culture, customs, laws and regulations. The decision to enter the Russian
market dated back a few years: I-Luxury wanted to open a flagship store in a prestigious
location with a high emotional impact: it was a period when the firm was opening boutiques all
over the world, but it was difficult to find the right partner in Russia to manage the shop not
only from the accounting point of view, but also the public relations with customers that are
usually prominent persons in politics, finance and business. A Russian businessman with vast
experience in the luxury sector, who was met in Monte Carlo, turned out to be the right partner.
For the next two years, I-Luxury continued to look for the right location and study the Russian
market. The first flagship store was opened in 2005 in Moscow, on Bolshaya Dimitrovka, one of
the main shopping streets that has a great advantage: it is accessible by car, and this
characteristic is fundamental to the Russian luxury customer who does not like walking and
prefers reaching the shop by car, accompanied by the driver. The flagship store was licensed,
and the choice of waiting for the right partner and the right location has proved to be successful:
the boutique has seen immediate positive results and it has dragged the neighboring markets.

Currently, Russia and the former Russian republic (mainly Armenia, Azerbaijan,
Ukraine, Kazakhstan and Turkmenistan) represent 30 percent of the company turnover, and
the Russian market (together with China) has protected the firm, and the whole luxury
industry, from the global economic crisis, as outlined in the previous paragraph. One more
reason is the payment system in Russia: 50 percent in advance and 50 percent at delivery,
which is completely different from the traditional payment system of the textile and apparel
industry, up to 60, 90, 120 and even 180 days. I-Luxury uses this system as a way to
self-finance the openings of new stores in the world. Moreover, Russians have a great will to
buy and satisfy their desires, and this will derives from the years of oppression and poverty
experienced during their childhood. Also, there are aspects of the everyday life that have a
connection with shopping habits: Russia is the most important target market for the
footwear industry. Men and women “[…] can buy an average of 15-20 pairs of shoes
per season apiece, also because of a practical reason: the acid used to melt the ice erodes the
shoes, so there is a great need to buy them” (source: I-Luxury CEO).

The I-Luxury partner in Moscow had an exclusive contract for the first five years; after
these five years, he had the opportunity to open a store a year in other cities in Russia, or to
keep Moscow and suburbs. The partner decided to keep the flagship store in Moscow, so the
company had the opportunity to open other stores with different partners in St Petersburg
and Ekaterinburg. I-Luxury also had six multi-brands in Russia, which have been converted
into mono-brands (not only in Russia, but also in other places like Austria, Switzerland and
Turkey): this is a common process in which the multi-brand must choose the main brand
and focus on it, if the company gives the license.

The Russian consumers often buy very expensive things that do not meet a specific need
but simply the momentary desire. Following the experience of the I-Luxury top
management, this behavior is typical of Russians not only in their homeland but all over the
world, because a high percentage of shopping is done by Russians in Dubai, Paris, London,
New York, Milan, etc. This means that it is not a territorial concept but a consumer concept.
Chinese consumer is quite the same, the Americans not anymore in the last few years: they
were the ones that made the difference in the 1980s and 1990s, now the economic crisis has
contained this impulsive behavior. In these types of situations, for example, when a Russian
consumer can spend up to $160.000 for a coat that is not in store at that moment, the group
of Italian selected supplier gives a quick response without compromising quality. The
“Made in Italy” tag is so important in Russia that many Russian designers are producing in
Italy just to get the “Made in Italy” tag on their products. Russians love Italy in general, not
only their fashion, but also music, films, lifestyle and Italian products characterized by
quality and creativity. For these reasons, Russian consumers display a high rate of loyalty
toward Italian products.
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In this sense, the content of the license agreement enhances even more the appeal for
“Made in Italy” that is so important for the Russians. The licensee must create a shop
entirely made in Italy by I-Luxury and its craftsmen: not only the concept of the store is
defined by the Italian firm, but also the design, materials, floors, furniture and accessories,
which are mainly made in Florence, shipped and assembled by the workers themselves who
go to Russia to assemble the store. The licensee then has a minimum seasonal purchase.
The training of the store manager, hired by the licensee, is done in Italy, and the store
manager in turn trains the staff. One of the managers of I-Luxury goes regularly to Russia
every two to three months to monitor the situation. The monitoring is done through visits,
daily phone calls and e-mails: the aim of the daily monitoring is to see what are the top
selling items and plan the supply. Logistics, which is entirely managed by the licensee,
presents a difficulty. I-Luxury ships the products and the licensee does all the customs
clearance procedures, that are very strict. A packing list is requested, which includes the
composition of each piece, from fabrics to bolts. In this highly regulated context, in which
customs rules are very strict and worsened by corruption or illegal practices, the partner’s
role has been crucial in order to understand the rules and operate according to the law.

Findings
The case presented in this paper is emblematic of a business model based on “Made in,” high
product quality and orientation to international markets, which is typical of the luxury
sector. What differentiates this business model from those of luxury companies already
discussed in the literature on the topic (e.g. Moore and Birtwistle, 2004) is attributable to the
following features:

• Products: wide range of products in the core business; diversification in areas
associated with luxury, such as yachts or top-quality fabrics and soft furnishing, and
not in areas traditionally associated with fashion, as the perfumery.

• Sourcing and manufacturing: in-house production (vertically integrated structure, in
complete contrast to the outsourcing strategy adopted by many firms in the luxury
fashion) or from local suppliers on which there is a high degree of control.
The concept of “Made in” can be taken to the extreme in the sense that production
takes place entirely not only in the country of origin of the company, but also in
specific regions associated with characteristics of excellence and exclusivity.

• Distribution channels: directly operated stores or third-parties operated stores. The
prevalent format is the flagship store, which is replicated in major international locations.

• Marketing communication is not possible in the traditional channels of the fashion
world, but focuses on areas related to the world of finance, politics, art and luxury
sports, which correspond to the type of consumer to whom the offer is addressed; this
is consistent with the target that is not only related to wealth, but also to power
(financial, political, etc.).

These elements contribute to place the case in the higher level of luxury, consistent with what
has been described as “maximum exclusiveness” (Porral and Dopico, 2011) or extreme luxury,
as defined herein, which corresponds to a business model that finds full expression in culturally
and geographically distant markets from the home country. Thus, it is useful to point out some
aspects regarding the connection which exists between business model and internationalization.
On the basis of literature review and the empirical analysis, it is possible to advance the
following as possible answers to the two research questions formulated in the paper:

RQ1. Under which conditions is internationalization a constitutive element of specific
business models rather than a strategy for a business model already defined?
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The case shows that the internationalization process goes in the direction of those niches of
consumers for whom the offer is meant, even in a geographically and culturally distant
market, from the beginning of the international expansion of the firm in the form of a rapid
rush of internationalization of retail activities (Hutchinson et al., 2006).

The ELFBM therefore consists of the following dimensions that manifest in the
international expansion of the firm, internationalization being a constitutive element of the
business model itself. This emerges from the case analyzed as described in Figure 2.

The value proposition, in terms of target consumer segment and products offered
(Richardson, 2008), includes consumers’ niches in local countries, especially emerging, that
replicate globally while maintaining their cultural traits (e.g. consumers who travel
frequently for business or pleasure, such as Russian customers that travel in the USA for
I-Luxury). Extreme luxury products are entirely realized in the home country where they
have a limited market but at the same time could not exist without the skills and attributes
of image of the home country itself. Extreme luxury is in other words legitimated by its
origin from another country and how such origin is perceived in the country of destination.

Only globalization and a very unique approach to the offer allow the company to become
a case of rapid growth. The value creation and delivery at the core of the business model
(Teece, 2010) have in the origin of demand from certain foreign markets, especially emerging
ones as shown by the case, an essential feature of their existence and sustainability. In this
business model, elements of the home country of the firms coexist and are enhanced by the
presence of specific characteristics of the destination countries in terms of niche consumers
with economic and cultural characteristics and a strong perception of “Made in” and luxury
goods, as shown by the emblematic case of I-Luxury in Russia. The home country and
especially its perception in the destination country is proposed as part of the business model
for the value that its perception is able to deliver in the country of destination and the value
that it is able to generate for the firm itself.

The business model does not have specific characteristics compared to luxury in general
in terms of distribution policies, because the opening of retail stores is a characteristic trait
of other companies in the luxury business and fashion in general (Guercini and Runfola,
2016). The ELFBM is characterized, however, by a strong propensity to service in the sense

Internationalization process

Home country

Value proposition

“Made in” production;
limited target customer
segment in the home

country

Manufacturing activities
an local resources,

country of origin
attributes

High prices for high
quality; personalization;

hand-made and
craftsmanship attributes

Pricing enforcing
extreme luxury image

and perception of
positioning

Distances as liability or asset
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top locations

Local and global niches
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opportunities of scale and
scope economies

Value creation and delivery

Enticing customer to pay and
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Destination country

Source: Author’s elaboration

Figure 2.
The ELFBM emerging
from the case analysis
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of “tailor-made,” craftsmanship and personalization, and relationships with the end
customer through the store. One of the key aspects of the business model in the case
analyzed is the value given to the customer and the relationship with the customer in terms
of value transferred in the quality of products and in the type of service proposed:

RQ2. How can the distances be more of an asset than a liability for the success of a
specific business model?

This case is linked to the growth of the upper class in the era of globalization; thus, the
cultural distance is seen as a source of liability but also as a resource to enhance production
with a particular national origin. In this case the liability of foreignness is manifested in a
particular context as it coexists with elements of advantage of foreignness related to the
value of the perception of home country in the destination country. The case of I-Luxury
highlights the importance taken by the “assets of foreignness” (Brannen, 2004) that do
not exclude the presence of a liability of foreignness, but on the contrary, they co-exist
in the ELFBM.

The ELFBM includes the use of partnerships with actors in the countries of destination
to ensure consistency with the positioning, the product image and relationships with
partners and foreign customers, and it provides a web of relationships that may root the
company’s offer in the luxury market through the relationship with elites of a developing
country, from which to spread the brand position. This approach is particularly evident in
the experience of I-Luxury in the Russian market, where networks and relationships
between the firm and foreign business partners lead to the spontaneous development of new
expansion opportunities. This seems to be consistent with the revisited U-model ( Johanson
and Vahlne, 2009) in which business relationships represent a mean to overcome the liability
of outsidership (Lynn and Byoungho, 2014).

The comparison between the company from a particular country (Italy) and the market
in which it undergoes the process of internationalization (Russia) shows the richness of
cultural identity and is intertwined with the role of partnerships. The case shows how
the Italian actor’s psychic distance with respect to the Russian market is not an alternative
factor, nor opposed, to the role of the partner, but rather one reinforces the other, as it is the
psychic distance that gives more emphasis to the search of a partner, and then to arrive at a
position of insidership, while at the same time the relationship with the partner allows to
explore and to represent the diversity and the distances between the two cultures.

The international profile is therefore a characteristic trait since the early years of the
company, even in countries culturally and geographically distant, as in the “born global”
definition, even if this is not the aim of the paper and this classification requires a more
careful study. Turning to distant markets is part of the very nature of the company, in
which the perception of distance of individual actors is not a constraint for
internationalization, and elements such as foreignness or outsidership are overcome
through careful research of foreign partners that become a source of learning and a starting
point for future market penetration through internal resources.

Conclusion
The paper contributes to the literature on business models in several ways. Previous
research conceptualizes business model as the way a company delivers and creates value for
its customers, a mechanism of generation of value for the market and revenues and profits
for the company (Teece, 2010; Richardson, 2008; Zott and Amit, 2010). The data of this study
show that not only are value proposition, value delivered to customers and firm’s profits the
defining characteristics of a business model, but they assume full meaning in their
relationship with internationalization. The paper sees internationalization as a constitutive
element of a business model, thus expanding previous studies that consider
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internationalization as a strategy for a business model already defined or a result of
business model innovation (Onetti et al., 2012; Rask, 2014). The value transferred to the
customer is highly specific to the origin of the product and the characteristics of the
production processes strongly linked to the country, as well as to the specific meaning that
can be associated with this origin in the countries of destination. In the business model
examined, the origin of the product is not considered only as a source of perception, but as
an element on which to define the entire business model, pursuing a rigorous consistency in
the choice of production and supply in order to deliver to the market a product strongly
characterized by craftsmanship and creativity.

The location of resources and activities is presented as part of the business model, going
beyond the generic assessment of the country of origin effect, to highlight the importance of
relationships with suppliers, design and raw materials, the symbolic content and
authenticity of the products offered, and the level of service provided to customers
(customization, delivery time and control of the sources of the manufacturing process).
In the case analyzed, the location of activities is a fundamental part of the business model
and it does not refer to a generic “Made in,” but it is more specific in response to the
refinement of the customer, and more sophisticated and demanding about the inherent
quality and legitimacy/consistency of the product compared to its positioning.

In addition, the paper contributes to the existing literature on luxury, in which the
“maximum exclusiveness” (Porral and Dopico, 2011) is under-investigated, by providing a
conceptual framework of the “ELFBM.” Consistent with the work of Moore and Birtwistle
(2004), we maintain that products offered, sourcing and manufacturing, distribution
channels and marketing communication are four interrelated dimensions of a business
model, but the paper also shows how these dimensions assume specific characteristics in the
ELFBM which are different from luxury fashion. Regarding the literature on IB, in which
the notion that differences and distances are liabilities is pervasive and implies a problem-
focused view of diversity in IB research (Stevens et al., 2008), the findings of this study
sustain the argument of foreignness as an asset, as an opportunity in foreign markets that
allows to see the upside of distances (Brannen, 2004; Zaheer et al., 2012; Stahl and Tung,
2013). Conditions of foreignness are not only the origin of “costs of doing business abroad,”
to use Hymer’s (1976) words, but also a “source of entrepreneurial opportunity” and
therefore an essential ingredient of the business model. Internationalization is an element
with a significant value not only for the strength of products in international markets in
general terms, but also for the special relationship between product characteristics and
specificities of the country of origin and market niches of destination.

Managerial implications, limits and future research agenda
The findings of this study have practical implications for marketing managers. Companies
adopting a business model with features of extreme luxury fashion should consider
internationalization as a complete part of the business model itself, because the origin of
demand from certain foreign markets, both emerging and advanced ones, and the way
luxury is conceived in such markets are preconditions for the existence and sustainability of
the business model.

Companies in the extreme luxury fashion should not always look for markets that are
most similar to their home market. In psychically and culturally distant markets, companies
may have advantages in terms of growing demand, less direct competition and a greater
possibility to differentiate from local firms thanks to the capabilities of design,
craftsmanship and quality of manufacturing typical to the country of origin of the
company. In this sense, elements typically related to the liability foreignness may turn into
assets of foreignness as the basis for a competitive advantage on local firms. In other words,
the specific home country, Italy, in a specific field, that of luxury fashion in which Italy is
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one of the leading countries, mitigates the liability of foreignness and convert the liability
into an asset, even reducing the need to adapt the offer for international markets, with
positive implications on the overall cost of the internationalization process.

Some words should be spent on the various limitations inherent in the present study.
Our analysis has focused on a single case study, with reference to a specific foreign market.
This methodology has the undoubted advantages in providing in-depth analysis of the
existence and characteristics of a phenomenon, but it may be argued that a single case is too
context specific, which limits the possibilities of generalizing any findings to other settings,
thereby limiting its external validity. In fact, the present case regards a specific type of
company, identified as “extreme luxury fashion,” from a specific country, Italy. Specific
features of the internationalization process are examined with reference to the Russian
market. Moreover, the use of single key informants as the main source of information could
limit our understanding of the case study. However, as a few key individuals tend to
conduct the decision-making activities and operations and have the knowledge of firms’
strategy in foreign markets, this method can be considered appropriate in studies such as
this. Thus, future research on the topic takes two directions. First, the singles case can be
further developed involving other markets, such as the Chinese one, in order to compare
results regarding the international expansion and the role of distances as assets and/or
liabilities. Second, a multiple case study might be conducted with the aim of providing some
external validity for our findings so as to increase their generalizability. Future research
should provide empirical evidence by testing our theoretical model empirically with a larger
amount of data for better understanding of the topic. On one hand, a multiple case study can
be conducted in the fashion sector, in which additional research examining the
internationalization process of extreme luxury fashion companies would help to enhance
the understanding of the conditions under which internationalization becomes a constitutive
element of the specific business model under investigation. On the other hand,
research focused on other sectors related to luxury may help to further define the
extreme luxury business model in terms of value proposition, value creation and delivery
and firm’s profit in the home country and in destination countries, and how such business
model is related to internationalization.

Notes

1. The names of business case and individuals mentioned in the paper are pseudonyms respecting
the privacy of the parties. The authors thank the CEO of the firm object of case analysis, for the
willingness to allow the interviews to be cited and to supply the documents on which this case
study was based.

2. Data from the 2014 Luxury Goods Worldwide Market Study, presented by Bain & Company in
collaboration with Altagamma, the Italian luxury goods manufacturers industry foundation.

3. Data from www.ice.gov.it
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