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Abstract Geox is the largest shoe company in Italy in terms of sales and number of stores, making it one of the leading shoe brands in the world. In 2015, Geox made 874 million euros in net sales, more than 68% of which was accounted for by foreign sales. The brand is sold in 1,161 retail stores, consisting of both directly operated stores and franchise stores, across 101 countries. This case study shows how new technology and continuous innovation can be implemented in a market in which fashion and design typically dominate. Describing and analyzing the company’s marketing activities in recent years, we demonstrate that Geox’s success rests in its ability to innovate, define and maintain a strategic position in the footwear industry. Recognized by consumers for its patented innovation, the “shoe that breathes,” Geox has the largest number of patents in the industry.

INTRODUCTION
Relatively recently established in 1995, Geox is a worldwide footwear brand that gained success and awareness by means of a patented innovation, "the shoe that breathes," that claims to remarkably increase users’ comfort. Geox provides an interesting example of how a company can quickly grow—beginning from a very competitive domestic market, expanding to the European market, and then becoming a global name—by precisely and uniquely positioning itself in the mind of consumers. This case study of Geox describes how a company can succeed in a mature industry in which fierce and diffused competition seems to create insuperable barriers to newcomers. It demonstrates how innovation can be the key to enter a market previously focused on other success factors, changing the rules of the game. Italy has a thriving footwear industry in which the number of companies (mainly small- and medium-sized) is quite large, product quality is high, and consumer expectations are sophisticated. Nevertheless, a new company with no particular fashion proposal caught the attention of the Italian footwear market, a most difficult challenge. Then, by means of retail diffusion, the company expanded to other market sectors as well. This case study is based on information collected from interviews with Geox executives (marketing, communication and HR managers), four visits to company headquarters, R&D laboratories and modelling workshops, and 13 visits to Geox retail stores in Italy, China, France and the UK from 2008 to 2016. Additional information was gathered from investors, academic literature on the company and the company website. 
	This case study presents an overview of the company and the story of their innovation, a legend that retold by company executives as if it were a mantra. Then, Geox’s production system and the competitive arena are briefly presented. Subsequently, the business model and marketing mix strategy are discussed, which represent the basis of this study. The discussion and conclusion at the end propose keys that can be used to better understand the company’s strategies, both successful and unsuccessful. This is a story of a living company, so any end is not truly the conclusion but only a snapshot in time. According to a survey of the company, 65% of the world knows Geox because of its brand advertising and positioning as the “shoes that breathes.”

COMPANY OVERVIEW AND HISTORY
The Geox Group creates, produces, promotes and distributes Geox-brand footwear and apparel, the main feature of which is the use of innovative and technological solutions that guarantee the ability to simultaneously breathe and remain waterproof. Geox's innovation stems from the creation and development of unique outsoles. Using special membranes that are permeable to vapor but impermeable to water, rubber outsoles can breathe and leather outsoles remain waterproof. This solution has been applied to rubber, leather, sport soles and apparel products. This basic technology has been protected by over 60 different patents registered in Italy and extended internationally. Product innovation is fundamental for the consolidation of Geox's competitive advantage. 
	Geox headquarters in Montebelluna, Treviso, in the Northeastern part of Italy, is characterized as a footwear cluster consisting of 900 footwear companies and the Sportsystem district, specializing in mountain sports. The headquarters include R&D laboratories and modelling workshops while production is mainly located in Eastern Europe and the Far East. Geox had hired 4,123 employees as of December 31, 2015, an increase of 90 in comparison to the previous year. The Group, controlled by Geox S.p.A., which acts as an operating holding company, is split into three macro-groups: EU companies that oversee Geox in directly operated stores in the EU, EU trading companies, and non-EU trading companies that handle customer service and business development including licensing and distribution agreements. Geox began its international expansion in 2000, starting from its main markets in European. Today, while Geox has expanded internationally, Europe remains the company’s the main market (Table 3.1). In 2016, the company had a presence in 101 different countries and with more than 68% of its turnover generated by foreign sales. Presently, the most important market for Geox is its European one, accounting for more than 75% of the company’s sales (Italy included) (Figure 3.1). The Italian market is their largest, but Asia-Pacific is also becoming quite important especially because of the high potential of the Chinese market. In fact, Geox is investing significantly in China and has a subsidiary in Shanghai.
Insert Figure 3.1 here

	The net sales of the company in 2015 were 874 million euros, and the EBITDA (Earnings before interest, tax, depreciation and amortization) was around 62 million euros (7.1%), an increase of 40% compared to the 5.2% in 2014. Footwear sales consisted of 89.8% of total sales, and apparel sales made up the remaining 10.2%. The overall number of Geox Shops was 1,161 of which 476 were directly operated stores (DOS) as of December 31, 2015. In 2015, 121 new Geox Shops were opened and 185 were closed, most of which were franchising stores, in line with the rationalization plan of the DOS network (see Table 3.1 and Figure 3.2).
Insert Table 3.1 and Figure 3.2 here

	Geox was established in 1995, thanks to the intuition of Mario Moretti Polegato, a descendant of a family entrepreneurs from Veneto region in Northeastern Italy who had been active in wine production for three generations. During a trip to Reno, Nevada, United States, to promote his family’s products at a wine conference, Mario Moretti Polegato decided to go for a walk. Annoyed by the overheating of his feet caused by the rubber soles on his shoes, he instinctively pierced both soles with a Swiss Army knife. In doing so, he found a simple and effective solution to release the excess heat from his shoes. Later, after returning to Italy, Moretti Polegato developed his insight in the workshop of a small footwear company owned by his family, developing a new technology for rubber soles. He patented it and created the first ''shoe that breathes''. 
	Polegato’s idea was quickly realized and has proven successful over the years. They have become high-tech solutions that have been applied to both shoes and clothing. Further, they have passed internal and external tests in real-world environments and in extreme situations from racing circuits to ski fields. After unsuccessfully proposing his invention to well-established footwear companies and passing a market test phase (1992) with a line of children's footwear, Moretti Polegato began producing Geox footwear independently at an industrial level in 1995. In the following years, he perfected the patented technology and extended the product range to adult shoes. 
As shown in Table 3.2 the company, after many years of growth and success both in sales and EBITDA, suffered a decrease in both measures from 2009 (because of the world economic crisis) until 2013 when it reached its lowest levels. However, starting in 2014 the company began recovering from the crisis. Since 2004, the company has been listed on the stock exchange in Milan. The 2008–2015 economic crisis affected the entire industry, reducing prices and production volume. Despite its global diffusion, Geox was affected by the crisis and suffered especially severely from 2010 to 2014. In the last two years, the company remarkably increased its market and financial performance by improving its selection and control of retail stores, increasing DOS, reducing franchising, and developing new products. Nevertheless, the apparel division did not succeed as desired by the company. In the highly competitive market of footwear and clothing, Geox is characterized by products that ''breathe''. In 2009, Geox bought an Italian sport footwear company, Diadora, achieving a turnover 132 million euros in 2015. Now, Geox group is active in both sport and fashion footwear markets.
Insert Table 3.2 here

From the beginning, Geox has adopted a family brand name—meaning that the corporate name is extended to all products, the same visual style is used throughout the brand, and the brand promise is stronger in their marketing than the products’ features. The chosen brand name is short, easy to remember and does not require translation. The brand name also has a meaning. Geox is the combination of two elements: the Greek word “Geo”, referring to the ground we walk on, and “X,” which represents technology, recalling once again the importance of the technological innovation in these shoes. Easily visible on store signs, the company uses the name alone in black and white or followed by the tagline “Geox Breath” or “Geox Respira”, which is often translated into more than 10 different languages. The tagline provides clear descriptive information to make potential customers aware of the product’s main function and the value of Geox products for consumers. For brand logos of kids’ products, colors are used as depicted in Figure 3.3.
Insert Figure 3.3 here

	Some research carried out by Geox using the Young and Rubicam brand asset evaluator and presented during the 2016 Investors Day confirm that Geox is a well-known brand with both high brand strength and brand stature. These findings demonstrate that Geox is a healthy brand because brand strength is an important indicator of future performance based on differentiation and relevance, and brand stature measures consumers' response to a brand and as such, reflects current brand performance based on esteem and knowledge. Concerning brand image, Geox products are top scoring for the following attributes: comfort, quality and endurance. Key brand differentiators in all core European markets are related brands’ historical makeup consisting of innovative, reliable, rational, pragmatic, familial, healthy and international features. In previous years, the company’s new communication strategy also tried to create new associations related to emotions and design (an example is #startbreathing[footnoteRef:1], associated with Nebula). For the future, the objective is to become an aspirational Italian style brand, a status that could also help increase the product’s value and hence, its margins.  [1:  To see the campaign, watch the following video: https://www.youtube.com/watch?v=vZkJyPlY8Hg ] 


THE PRODUCTION SYSTEM AND COMPETITION
Geox's production system is organized around three strategic objectives: 1) maintaining high quality standards; 2) continuously improving flexibility and time to market; 3) increasing productivity and reducing costs. Production takes place in selected factories mainly in East Europe and the Far East. All stages of the production process are strictly under the control and coordination of Geox. The company selects third-party producers, taking into consideration their technical skills, quality standards and ability to handle production volumes by the agreed upon deadlines. All output from these manufacturing locations is consolidated at the Group's five distribution centers—in Italy for Europe, New Jersey for the North America, Tokyo for Japan, Shanghai for China and Hong Kong for the rest of Asia.
	Geox recently decided to invest in a manufacturing company in Serbia mainly to reduce the production lead time to replenish best-selling products in stores. Once operative, this company will produce about 5–10% of the Group's products. The project involves hiring 1,250 people, for a total investment of nearly 16 million euros. The company began operating at full production capacity in 2016. In 2016, the global footwear sector’s total turnover was around 190 billion euros.[footnoteRef:2] Casual and dress shoes represented 45% of the market. The global market is growing, particularly in sport and casual footwear. As of 2015, the biggest companies in casual and dress shoes are the following: [2:  According to the Italian Footwear Producers Association (Confindustria).] 

· Wolverine World Wide[footnoteRef:3]: American company; turnover of 2,400 million euros; 6,000 employees; 294 stores [3:  Headquartered in Rockport, Michigan, U.S., Wolverine World Wide Inc. has diverse brands in their portfolio including Wolverine Boots and Shoes, Hush Puppies, Merrell, Sperry Top-Sider, Keds, Grashoppers, etc.] 

· Clarks: British company; turnover of 2,088 million euros; 15,380 employees; more than 1,000 stores
· Timberland: American company; turnover of 1,620 million euros; 5,000 employees; more than 240 stores
· Ecco: Danish company; turnover of 1,250 million euros; 20,000 employees; more than 3,000 stores

Geox is the fifth largest company in the industry. Competition power is based on two main pillars: turnover and stores. Since shoes are a consumer product, stores represent consumers’ “conquered territory” wherein customers acquire knowledge of the brand and as such, serve as an important communication tool. Competition of global brands is quite different in each country. For example, Wolverine and Ecco do not have a visible presence in Italy while Timberland and Clarks do. Geox is prominent in Europe, virtually unknown in the U.S., and growing in Asia. Some companies compete with many brands. Wolverine, for example, has 13 brands directed toward different target groups. Timberland, Ecco and Wolverine have shifted from footwear to accessories such as bags, belts, socks and apparel, pursuing a “total look” strategy to maximize their brand value.
	Italy is a highly competitive market for dress shoes. In Italy alone, there are more than 4,900 shoes companies with an export value of 8,700 million euros, mainly in the high-end segment of the dress shoes.[footnoteRef:4] As such, Geox developed its competitiveness in one of the most difficult markets of the world. In Italy, retail distribution is primarily dependent on a large number of independent stores, as brand-owned and chain stores are not widely diffused. Geox represents the first and largest chain store brand in Italy. While other Italian brands such as NeroGiardini and Tod’s have increased their market share, they are still incomparable with Geox. Because of local competition, Geox’s image is perceived domestically to be mid-quality. However, its positioning abroad is much higher.  [4:  Ermeneia (2016)] 


BUSINESS MODEL AND SUCCESS FACTORS
The Geox business model is based on four pillars: product innovation, functional and comfortable positioning, tight control of product quality, and diffusion of branded stores. In only a few years, Geox became one of the main shoe companies in Italy, thanks to new technology and continuous innovation of products which have continued to improve both their impermeability and breathability. Since their first innovation, namely the shoe that breathes, all the company’s new technologies have been patented: more than 40 patents in 2013 and 60 in 2016 according to the company’s chairman, Mario Moretti Polegato (Geox, 2016). Patents have played an important role in Geox’s success, acting as one of the key points of its value proposition. They are the means by which the company proves its ability and competence to provide high quality customer service compared to its competitors. The use of patents was quite new for the footwear industry (Cassia, Fattore, & Paleari, 2006), and since innovation involves more than traditional elements such as shoes design, patents have become important for the company to protect its key assets. In fact, patents have been registered in several sectors and are related to production in the footwear industry as well as in clothing and accessories, in which similar technological solutions are used. Some examples of U.S. and European patents can be found in Table 3.3.
	Another driver of Geox success is found its founder and chairman, Mario Moretti Polegato, who has been the face and voice of the company since its origin. He is claimed to be the inventor of most of Geox’s patents. Since the beginning of his entrepreneurship story in the footwear industry, he has received numerous awards for his innovations both in Italy and abroad. Among his many awards, in 1994 he received the Italian “Award for Creativity” from the Italian Employers Association (Confindustria); in 2002 he was given the “Entrepreneur of the Year” award conferred by Borsa Italiana (Italian Stock Exchange); and in the same year, the Italian financial newspaper Il Sole 24 Ore awarded him for the “best strategic use nationally and internationally of the openings and opportunities offered by the market, combined with a capacity for constant innovation.”[footnoteRef:5] In February 2010, CNBC and Financial Times conferred him the title of "Innovator of the Year" during the CNBC European Business Leaders Awards for the development of a brand which combines fashion and technology.[footnoteRef:6] In view of his distinctions and his company’s story, it can be argued that he appears to correspond with the Inventor-Entrepreneur figure[footnoteRef:7] who is associated with a proclivity for taking out patents (Smith, 1976) and strong commitment to a company strategy of new product development (Miner, Smith, & Bracker, 1992). In the past few years, some brand lines have been created to identify new product innovations that combine the classical feature of breathability with new other incremental innovations—such as Amphibiox, a waterproof technology that guarantees comfort even when it rains, and Nebula, distinct from the other shoes because of its lightweight, flexibility and dynamic fit. Moreover, Geox patented the trademark “New:Do,” a new product line inspired by sustainable innovation principles.  [5:  A comprehensive reconstruction of Mr Moretti Polegato career can be found on: http://www.geox.biz/en/governance/corporate-bodies/mario-moretti-polegato.html]  [6:  www.BuySellSignals.com]  [7:  “The Inventor-Entrepreneur has taken out many patents. It appears that his orientation is not to attempt to build a business or to turn out the best product. Rather his major concern seems to be to develop an organization, not as an end in itself, but rather as a vehicle to allow him to invent and produce various products (Smith 1967, pp. 87-89).”] 

Insert Table 3.3 here

However, the success of Geox is not only a result of its technology. In fact, its success is chiefly due to how the company was able to define a new strategic position in the footwear industry, particularly within the functionality and comfort area, being recognized as the “shoe that breathes”. The company has used product innovation and technology to its advantage in positioning their brand in a way that has helped it reach a high level of awareness. In fact, as stated in an interview by its founder, Geox is “recognized as one of the leading Italian shoe brands, most of the world know Geox. Maybe some people... or many people don't use it, but the brand awareness is fantastic." [footnoteRef:8] [8:  http://www.bworldonline.com/content.php?section=Arts&Leisure&title=geox-technology-comfort-style&id=117127] 

	Geox entered a mature industry where no concept of innovation had existed, and competition was mainly based on fashion and design. On the contrary, the value of Geox products is based on functionality and comfort, new benefits to the market. Moreover, by focusing on these core benefits, the firm was able to define and satisfy a large target audience by offering a wide range of products: shoes for men, women and children, along with clothes and some accessories. As stated by Camuffo, Furlan, Romano, and Vinelli (2008) “Geox’s current target market is primarily mid- to high-income consumers who look for comfort and style in their footwear, the potential customer base includes all ages and lifestyles since, as the company notes, no one likes to have [their] feet wet and smelly.”
	Since kids’ products passed the market test, the range was extended to men’s and women’s shoes, and in 2007, after another test phase, Geox launched breathable jackets globally too, applying its technology to apparel and perforating its jacket in the shoulder area.[footnoteRef:9] Then Geox entered the sportswear market, with a new trademark—NET System[footnoteRef:10]—dedicated to sports equipment. The company’s sales are divided in two main categories: footwear and apparel (Table 3.4). As can be seen in the data, footwear still represents the company’s core business since apparel has never been able to exceed 15% of net sales. Also within the store, the space occupied by apparel products is small because the assortment is not as diverse as footwear. [9:  Beckett W. (2006). Geox launches breathable jackets, applying its technology to apparel. Women's Wear Daily.]  [10:  http://www.italiaoggi.it/news/dettaglio_news.asp?id=200804021504001703&chkAgenzie=PMFNW ] 


Insert Table 3.4 

	Each year, 2% of the turnover is invested in R&D to develop new products based on technological innovation[footnoteRef:11] because in the Geox strategy, improvement of shoes’ comfort never ends. Maximum comfort is offered to wearers thanks to following innovations:[footnoteRef:12] [11:  http://www.geox.biz/static/upload/inv/investor_day_2016_audio.mp3 [Last Accessed 14/01/2017]]  [12:  For a comprehensive description of these technologies: http://www.geox.biz/en/group/innovation-technology/innovation-technology.html ] 

· Geox rubber sole, the original patented breathable shoes;
· Nebula, a lightweight product with extra-large perforations in the sole and a new membrane that provides high comfort, more flexibility and cushioning; 
· Amphibiox, waterproof and breathable shoes; 
· Apparel Breathing System, a line of clothing with the same features as Geox shoes, guarantees breathability and body temperature regulation, once again maintains the unique selling proposition of comfort;
· Geox Performing Concept, the (breathable) windproof and waterproof clothes inspired by characteristics of mountain apparel but with an urban style;
· Geox Net Breathing System, which offers superior performance breathability at elevated temperatures, so shoes with this technology are suitable in hot climates;
· Geox Xand, an ultra-cushioning mid-sole combined with the Net Breathing System and with a higher level of shock absorption; 
· Geox Leather Sole, a rain resistant leather sole.

	To test and improve its products, Geox has also arranged some partnerships within the sports system. First in 2011 with the Formula One Team Red Bull, providing its know-how to develop shoes for the athletes Sebastian Vettel and Daniel Ricciardo. From this partnership, new shoes approved by F1 were manufactured. Then, a new partnership with FISI (the Winter Sport Italian Federation) emerged wherein the company provided more than 1,000 Amphibiox shoes to 400 athletes. This partnership allowed Geox to test its products in extreme conditions. These kinds of partnership are useful to test and develop innovations, which are then sold to Geox’s regular customers. For example, the technology developed for the F1 shoes has been used in the Xense and Xand models for men and women.
	Even though the key elements of Geox shoes, as underlined in the company’s descriptions, are clearly connected to their functionality, shoes also need a design. Regarding designs, Geox shoes are considered as a “fast follower,” “rapidly imitating industry trendsetters, and quickly getting the new models to the market […], designs most of the new products (season and ﬂash collections) in Italy” (Camuffo et al., 2008, p.149). Before launching a new collection, products are piloted in key retail locations to evaluate customers’ preferences. Then, depending on the success of the pilot, collections are adapted and large-scale production begins (Camuffo et al., 2008). Moreover, to reduce the risk of overbuying, Geox reacts rapidly to trends by replenishing stores with best sellers and quickly removing products faring less favorably. Inventory management represents a key strategy to maximize performance per square meter in stores. Another key is flexibility, which the company maintains by decreasing sourcing from China and increasing from Europe.
	Production system and quality control are other elements that help Geox maintain its value proposition and simultaneously control costs. As previously discussed, the Geox headquarters are located in Montebelluna, a major district in the shoe industry, which has more than 100 years of experience in the production of high-performance footwear (Aage & Belussi, 2008). This locale was key to the company’s success, especially at the beginning when specialized manufacturing competencies from local firms were mixed with the innovative “shoe that can breathe” patent. After a few years, all manufacturing activities were carried out internationally while the Geox headquarters focused on research, logistics, distribution and communication (Di Maria & Micelli, 2007). Nowadays, the entire production and logistics cycle is managed by the Geox Italian headquarters, and the entire production process in all its critical phases is closely monitored in-house by the firm. Manufacturing, instead, is predominantly executed by selected partners in the Far East[footnoteRef:13] and East Europe for cost efficiency. In this way, these partnerships help Geox leverage its business model, which offers a unique innovative product at a reasonable price.  [13:  Relazione finanziaria semestrale Geox, June 2016] 


COMMUNICATION
Since the beginning, the technology of breathing shoes was the focus of all communication and advertisement to increase consumer awareness of the innovation’s importance, which guarantees a specific functional benefit: maximum comfort of shoes. The advantage of focusing on a single message is twofold: (1) it points out the uniqueness of the Geox product, emphasizing its ability to resolve a problem that other shoe brands do not address, and (2) it makes it possible to use the same message and image to publicize the product all over the world and in all market segments (men, women, kids, dress shoes, leisure shoes), increasing ease in identifying the brand and therefore also its value. Shoe breathability and the benefit of comfort have been conveyed consistently in in-store and other various forms of communication (Figure 3.4). The tagline, “Geox breathes” or “Geox Respira,” is also used separately in many communication elements, such as some walls inside Geox shops, the cover of shoe boxes (Figure 3.5) or on shopping bags. Focus on “breathability” reduces the shoes’ perception of fashionableness. All advertisements underline the shoes’ functionality instead of the product’s design.
Insert Figure 3.4 & Figure 3.5 here

Geox stores are, in a sense, the brand’s temples in which every detail is modeled to spread the company’s message: walls with patent innovation descriptions, pictures of breathing shoes and jackets and TV screens that display videos are among details present in each store. Moreover, salespeople are trained to clearly explain the products to customers.
	Concerning media, advertising campaigns have been developed over the years in different phases of Geox history, using TV commercials, magazines and outdoor advertisements to promote either the brand image or single products/new technologies. An example of brand advertising was their 2013 campaign: TV commercials were launched depicting different product users as examples, the objective being to have real people describe their experiences using Geox products as they grapple with challenges of daily life. During that period, brand associations began to expand beyond technology, but at the end of ads, potential customers also recalled product use in real life[footnoteRef:14].  An example of product advertising was the 2008 Net System commercial, which had the goal of entering the sportswear market. It primarily consisted of a testimonial from football trainer, Marcello Lippi (https://vimeo.com/18444820).  [14:  Commercials are available in the Geox Spa YouTube channel.] 

	Other campaigns related to specific product lines, often in the form of videos, were posted online. For instance, in 2012 Geox selected four Facebook fans and sent them to Cherrapunjee, India, considered to be one of the rainiest places on earth. There, the participants tested the Amphibiox shoes. Their stories were documented and received 318,378 views on one the official Youtube video a of February 2017. The project was even awarded with a Gold Lion at the Festival in Cannes. The following year, Geox decided to test the Amphibiox shoes in an urban environment in the city of Barcelona. Since this is not a rainy city, the participant was placed under his own “private rain cloud” for 7 days. The documentary of the subject’s experience was posted on Youtube[footnoteRef:15], where it received 76,580 views as of June 2017 This kind of communication attracts the interest of consumers and helps them understand the product and its main features.  [15:  https://www.youtube.com/watch?v=i7Z36GNB6X0 ] 

	Recently, Geox has tried to use storytelling to engage with more customers. In 2015, the company launched a quarterly magazine—Geox Breathe Magazine—with the aim of sharing its philosophy, new collections and projects. Each new issue has been announced on Facebook, and the plan was to distribute the magazine within stores and send it to their most loyal customers.    
	Concerning their presence on the Internet, based on data provided by the digital Marketing intelligence company SimilarWeb (www.similarweb.com), as of December 2016 the company website www.geox.com reached 844.40K visits with an average visit duration of 3 minutes and 34 seconds and 7.36 pages per visit. Most visitors (17.31%) were from Italy, followed by United Kingdom (16.08%) and France (11.65%). 
	Social media was also developed, as Geox created official accounts on Facebook, Twitter, YouTube, Pinterest, Instagram and others, and social media campaigns have been developed to increase customer engagement. The main objective of this digital strategy was to boost brand visibility in an international context as well as to acquire customer insight to understand their needs and buying behavior. A product-driven approach, also built around brand storytelling, was implemented with positive results. For example, one year after the launch, the Facebook page acquired more than 380,000 fans and more than 50 million impressions.[footnoteRef:16] Presently, news about products and events are posted every two to three days, and the fan base is  1,368,001 as of February 2017. From the beginning to the end of 2015 the engagement increase of  26% yearly (Geox Group – Investor Day 2016). [16:  http://www.advertiser.it/sfogliabili/speciali/adv_speciale_impatto_creativo/index.html#/8/zoomed ] 

	Beyond social media, Geox also uses other tools to reach and maintain their relationship with loyal customers. Among other various means, such as their newsletter, the company also has a loyalty program called Benefeet, implemented in Geox stores in many countries and yielding great results. Benefeet expanded from the 923,000 subscribers in 2012 to 2,900,000 in 2015, generating a turnover of 209 million euros[footnoteRef:17]. Between 2006–2007, the percentage of turnover invested in communication was around 10%[footnoteRef:18] to reach the target level of brand awareness while recent years, this percentage has decreased as the company has sought to maintain this level of awareness. Advertising and promotional expenditures are reported in Figure 3.6. [17:  http://www.geox.biz/static/upload/inv/investor-day-presentation.pdf [Last Accessed 19/01/2017]]  [18:  http://www.brandforum.it/files/pdf/papers/GeoxIntervista.pdf [Last Accessed 12/01/2017]] 

Insert Figure 3.6 here

RETAILING AND DISTRIBUTION	
Distribution is an important element in the Geox marketing and business strategy. Since product differentiation is based on innovation and technology, stores are one of the most important touchpoints to explain these benefits and give customers the chance to receive accurate information. In fact, DOS channels are increasing each year both in the number of stores openings and net sales. The important role of stores is demonstrated in the opening of new of Geox shops in a network that has been continuously expanding. Starting from 278 Geox shops in 2004, the network presently has 1,161 points of sale and can further be found in about 10,000 multi-brand stores, including Nordstrom, Macy's West, Lord & Taylor, and Foot Locker. 
	Beginning in 2013, Geox initiated a stabilization and rationalization plan of the wholesale channel, increasing the selection of multi-brand stores. Meanwhile the number of DOS has continued to increase while franchising stores decreased. In 2016, they began testing new retail formats and brand-managed spaces such as shop-in-shops and corners were developed with key partners.
	To build a strong brand image, location is also important and as such, requiring the opening of stores on high streets of the most populous cities in the world such as New York, London, Paris, etc. Shop location plays an important role in franchising because stores should be located “in either a shopping centre or in primary high-street retail destinations in towns and cities with populations greater than 70,000” and should be between 100–130 square metres[footnoteRef:19].  [19:  http://www.geox.biz/en/group/geox-franchising.html ] 

		Stores are usually planned to be spacious with walls which display both products and patent information together with brand features and descriptions of the company’s philosophy. The windows are often open-back to give consumers the chance to see inside the shop before entering, and the furniture layout has a modern style with cubes to allow consumers to sit and try on shoes. Geox was awarded for its store design in the 2010 Franchising Awards organized by Az Franchising magazine.[footnoteRef:20] [20:  http://www.modalizer.com/geox-premiato-dai-francisor-per-il-concept-innovativo-degli-store/ ] 

		Integrating online and offline strategies, the company has tried to adopt an omni-channel strategy at its own e-commerce site, a third party virtual mall such as Tmall in China and Zalando. Thanks to the “Click & Collect” service, customers can make purchases online and then collect their products from participating Geox stores around the world. Similarly, should consumers desire to return products they are not satisfied with, they can do so directly in stores, without sending them back via mail.

DISCUSSION AND IMPLICATIONS
Product innovation is the key success factor for Geox, and in this case, two traditional types of innovation can be highlighted: radical and incremental. At the beginning, Geox succeed thanks to a radical innovation, defined as “fundamental changes that represent revolutionary changes in technology” (Dewar & Dutton, 1986, p. 1422). Then Geox grew as a result of continuous incremental innovations that are “minor improvements or simple adjustments in current technology” (Dewar & Dutton, 1986, p. 1422)
	Clear brand positioning, based on the main benefit of Polegato’s invention, was important for the initial growth of the company, making it more memorable to consumers and distinguishing it from other competitors. This positioning follows Laforet’s (2009) criteria for success: relevance, distinctiveness, coherence, commitment, durability and clarity.
	We also highlight that patents play an important role in Geox’s success, a finding that is consistent with Song, Podoynitsyna, Van der Bij, and Halman’s (2008) results: patent protection is one of the factors of success in new technological ventures. Moreover, no other brands in the fashion market that patents products and technology like Geox, so in doing so, the brand exhibits its uniqueness. The innovative approach is not very common in the fashion industry, which disassociates Geox from the perception of being a fashionable brand. 
	“Control of distribution is essential not only to ensure ready access to the market, but for various other reasons. One fundamental function of sale points is to provide instant and direct contact with the world of the consumer” (Bettiol & Micelli, 2006, p. 24). Geox has started its retail expansion with wholesale and then franchising, which casts two problems: 1) limited control on franchisees and 2) rapid growth. Gaining the control of retail distribution is one of the pillars of being a consumer product company. To have more control, Geox is now reducing its franchising retail and increasing directly operated stores. Geox products are not strictly made in Italy but are designed and branded in the country. Innovation and reputation come from the cultural environment of the footwear district where the research and the quality standards are developed. 
	This case study highlights the fact that for consumers, Geox is a comfort footwear brand, not a fashion brand. This image is quite difficult to be modified when trading up, so brand extension toward apparel products made by Geox may be  risky and not successful. In the future, the first opportunity lies in the development of new big markets such as in the U.S. and China. The company should consider the two markets as different in terms of consumer culture and competition level. Flexibility and adaptability should be key in the new expansion. The second opportunity concerns brand extension. Brand extension needs consistency and prudent progression. Brand extension should appear to consumers as consistent and beneficial for existing products. Considering the positioning of the Geox brand, technology and comfort should be central to extending the brand. Typically, a fashion company executes brand extension from apparel to accessories, not vice versa, primarily because most critical within a brand is apparel fashion, not footwear or accessories. Therefore, Geox’s extension to the apparel market is still a big challenge that should be managed quite carefully. The Geox dilemma in the future will be to sustain innovations in comfort and remain fashionable. While innovations in comfort is well accepted by customers, fashionableness may not be well appreciated among consumers. The more Geox stresses the comfortability of their shoes, the more difficult it is to position fashion products. The two positions are different and difficult, though not impossible, to be combined. Thus, the challenge for Geox will be integrating comfortability and fashion within their apparel products in a meaningful way to their consumers. 
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Table 3.1. Retail distribution of Geox 

	
	Franchising Stores
	DOS*
	Total Number of Stores (%)

	Italy
	229
	131
	360 (32%)

	Europe (except Italy)
	169
	179
	348 (43%)

	North America
	0
	47
	47 (7%)

	Other Countries
	287
	119
	406 (18%)

	Total
	685
	476
	1,161 (100%)


*Direct Owned Stores
Source: Developed by the author based on FY result presentation data


Table 3.2. Sales and EBITDA in the last ten years (Million Euro)
	YEAR
	2006
	2007
	2008
	2009
	2010
	2011
	2012
	2013
	2014
	2015

	SALES
	612
	770
	892
	865
	850
	887
	807
	754
	824
	874

	EBITDA
	25.1%
	26.1%
	22.4%
	19.2%
	15.6%
	13.7%
	7.6%
	1.4%
	5.2%
	7.1%


Source: Geox Investors Relations 2016
	





















Table 3.3. Examples of Geox Patents
	Patent name 
	Summary

	Mid-sole for waterproof breathable soles for shoes, and waterproof breathable sole comprising said mid-sole
	A mid-sole for waterproof and breathable shoes. Includes a waterproof and breathable membrane and at least one lower layer made of breathable elongation-preventing composite material, which is monolithically coupled to the peripheral region of the membrane and, in the corresponding region, to the tread of the sole. The sole is provided with a mid-sole.

	Waterproof vapor-permeable shoe
	A waterproof, vapor-permeable shoe, including an upper portion that delimits a foot insertion region; a sole, made mainly of plastic material, including at least one region that is diffusely perforated with holes in the direction of the walking surface; a vapor-permeable or perforated flat element, rigidly coupled to the lower part of the sole on its tread, the flat element adapted to limit the formation of hollows in the foot insertion region at the projection of holes of the diffusely perforated region; and a waterproof vapor-permeable membrane associated with the upper part and/or the sole (the membrane is arranged above the flat element so as to be superimposed on the diffusely perforated region).

	Method of manufacturing a breathable shoe 
	A breathable shoe, including the following: an upper assembly with a breathable upper; a membrane made of a waterproof and breathable material; and a sole made of perforated elastomer, which are all mutually attached such that the membrane is arranged between the upper assembly and the sole, and the sole is sealed parametrically to the membrane to prevent moisture from entering into the upper assembly from the sole through the membrane, and to permit moisture to leave the inside of the upper assembly through the membrane and sole. In one preferred embodiment, the membrane is first attached to the upper assembly so that it becomes a unitary assembly including the membrane, which is subsequently attached to the sole.

	Frame for glasses, masks for professional or sports use, and the like
	A frame for glasses, masks for professional or sports use, and the like adapted to support at least one corrective and/or protective lens in front of the ocular region of the user. The frame has at least one opening which is open toward the user’s skin, at least one waterproof and vapor-permeable functional insert which is arranged to obstruct the opening in a vapor-permeable manner in order to allow vapor permeation from the user’s skin while preventing a return of condensation toward the user.





Table 3.4. Sales by Product Categories (million Euro) 
	Category
	2008
	2009
	2010
	2011
	2012
	2013
	2014
	2015

	Apparel
	9%
	11%
	14%
	15%
	15%
	13%
	12%
	10%

	Footwear
	91%
	89%
	86%
	85%
	85%
	87%
	88%
	90%

	Net Sales 
	892.5
	865
	850.1
	         887.3
	807.6
	754.2
	825
	875


Source: Developed by the author based on FY result presentation data
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Figure 3.1.  Sales by Regions (Million Euro)
[bookmark: _GoBack]
Source: Developed by the author based on FY result presentation data


Figure 3.2. Turnover by retail format

Source: Developed by the author based on FY result presentation data
[bookmark: _Ref473712530][bookmark: _Ref473712511]Figure 3.3. Front page of baby shoes catalogue
[image: ]
Source: Photographed by the authors
[bookmark: _Ref474249421]Figure 3.5. The brand tagline translation in a boot package
. [image: ]

Source: Photographed by the authors


Figure 3.6.  Advertising and promotional costs (million euro)

Source: Developed by the author based on FY result presentation data
Italy	
2008	2009	2010	2011	2012	2013	2014	2015	330.22500000000002	326.7	329.5	337.4	285.89999999999992	239.9	273	281	Europe (Italy excluded) 	
2008	2009	2010	2011	2012	2013	2014	2015	401.625	379.6	355.9	371.6	341.9	328.8	359	376	North America	
2008	2009	2010	2011	2012	2013	2014	2015	53.55	53.8	54.2	53.6	55	53.7	56	63	Rest of the World	

2008	2009	2010	2011	2012	2013	2014	2015	107.1	104.9	110.5	124.7	124.8	131.80000000000001	137	155	
Euro (milion)



MULTIBRAND	FRANCHISING	DOS	354	142	378	
A	&	P	
2008	2009	2010	2011	2012	2013	2014	2015	66.099999999999994	46.2	47.4	45.9	45.8	38.799999999999997	42.1	42.3	
Euro (000)
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