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ABSTRACT

The main topic of my diploma thesis assignmenbisvaluate whether the Nobilis Tilia Co.,

Ltd should extend its action of enterprise by exjyag to another country, to be exact, to
German beauty market. The whole work is subsequeintided into three essential parts —
theoretical, analytical and project one. In theotké&cal part literary sources focused on
strategic enterprise management are evaluatedardgtical part of the thesis is bent on the
Company Nobilis Tilia, Ltd, its history and rangd products. In the next part the

entrepreneurial environment analysis, Porter arsmlgad SWOT analysis of the German
market will be mentioned. The project part will bencentrated at the recommendations

given, based on the analysis results.

Key words strategy, strategic management, internal analysxgernal analysis, SWOT

analysis, competitive advantage, competitivenegmne, Germany

ABSTRAKT

Hlavnou témou mojej diplomovej prace je zhodnotediema firma Nobilis Tilia, s.r.o.
rozSirt’ svoje podnikatiské aktivity na zahragmé trhy, konkrétne na nemecky trh
s kozmetikou. Cel& praca je postupne rozdelenaratth thlavnychéasti — na teoreticka,
analyticki a navrhovul. V teoretickgjasti si zhodnotené poznatky ziskané z literarnych
zdrojov zameranych na strategicky management firi@malytick4 ¢ag’ sa zaobera firmou
Nobilis Tilia, s.r.o., jej historiou a portféliomrpduktov. Nasledne je spracovana analyza
vonkajSieho obecného prostredia, Porterova AnaBiaéich Sil, SWOT analyza nemeckého
trhu s kozmetikou. Navrhov&ag’ prace ponuka préad odpordani, zaloZzenych na

vysledkoch spominanych analyz.

Kl'dcové slova stratégia, strategicky management, analyza vnétar prostredia, analyza
vonkajSieho prostredia, SWOT analyza, konkunén vyhoda, konkurencieschoprips

Nemecko, vyvoz



TARGETS SETTING

As a topic of my diploma thesis assignment | charsestimation of the possible entry of the
Nobilis Tilia Co., Ltd to the German cosmetics nerkTo fulfill the task I am obliged to
respond to these issues:

- Why is it necessary to elaborate analyses as ampeaheurial environment analysis,
SWOT analysis, Porter's Five Forces and evento#tigrs?

- What are the most important findings from thesdyaes for the Company?

- What kind of strategy is held in this Company noays® What are the eminencies
and weaknesses of it?

- What strategy should the Company follow to compete international level
successfully?

- What are my proposals for the Company (based oarhbytical part of the work)?

WORK METHODOLOGY

For elaboration of my master thesis | drew the rmfation from scientific publications
borrowed mainly from Moravian Library and Librariesnd Learning Resources of
Nottingham Trent University. Another informationasinel | have used frequently was the
internet. | was trying to avoid the untrustwortlousces and concentrated at first-rate servers.
| have focused my attention on German cosmeticgehaglobal competitiveness reports, and
economic circumstances of Germany etc. Very impbrdad helpful sources of advice were
internal materials from the Company Nobilis Tilia.

The contents of my independent work consisted oflystof the borrowed publications,
internet articles and internal materials associatigk my topic. Examination and selection of
suitable information followed. Further step of nask was to make analyses based on the
materials collected. The last part of the thesisrgs to my interpretation of the results and

recommendations given to the Company.
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INTRODUCTION

MOTTO:

"Businessislikeacar. It will not run by itself except downhill."*

Activities which overreach the borders of the couyrdre always a huge challenge for the
companies. Networking of national economies is sujggl by building-up an Economic and
Monetary Union, lowering the customs duties, greatwbility of the traders and new
communication channels. One can get an idea thairemng activities should be a matter of
course at the present time. However, many compag¢sto the bad just because they

underrated the power of the international business.

| have always been attracted by international eiatmanagement as a discipline. It is really
fascinating for me to read case studies of thesdfitmmich compete on international stage
successfully. Company Nobilis Tilia, Ltd. has e)gz®ed a requirement of evaluating if they
should extend its action of enterprise by expandlinthe Germany. It is an appeal for me to

be a quasi-part of business department assesssigtdrnational affair.

German marketplace is spacious and highly attradiv the firms. What are the risks of
entering such a giant market? Does German cosmme@cket maintain a potential for this
Company? How many strong competitors are waitingrisethe border? | will try to thrash

out all these topics and find out the answers.

! American saying
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THEORETICAL PART
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1. ANALYSIS OF THE COMPANY

According to Hitt, Ireland and Hoskisson (2007)owses and capabilities of the company
are valuable only in case that the firm can bringpmpetitive advantage from its activities.
Traditional factors such as labour costs, accesawomaterials and financial resources as
well as protected or regulated market are routireysidered as sources of competitive
advantage. The degree of these factors descenlkghgitability of the company to make the
best of its core competencies. Traditional soucaesbe surmounted by applying a successful
international strategy. Strickland (2004) strested observant and continuous analyses of
internal and external environment of the companggoto the managers a firm bottom for

creating a reliable company's strategy.

1.1 Analysis of internal environment

Kotler et al. (2008) state that principal actorsriicro environment of the company from the
marketing point of view are company departmentspbers, customers, competitors,

marketing intermediaries and various publics.

Competitive position of the company as well as ¢bmposition of its customers belongs to
the most important factors of the firm's micro eomiment. An operation has more control on
its internal environment than on the external emvinent. Due to this fact, operators and
marketers can be more interactive with customedscampetitors than with the politics and
technology. (Hsu and Powers, 2001)

1.1.1 Framework of McKinsey

Peters and Waterman (1982) elaborated a concdptcalS” of the McKinsey Company.
This model consists of seven dependent variableshwhteract between each other:

= Structure — “organizational structure and authorgationships”
= Strategy — “systematic action and allocation of teses to achieve company goals”
= Systems — “procedures and processes such as informsystem, manufacturing

processes, budgeting and control processes”

14



=  Style — “the way the management behaves and coldgtspends its time to achieve
organizational goals”
= Staff — the people in the organization and theiiaamtion into the corporate culture”
= Skills — “the distinctive capabilities of the orgaation”
= Shared values — “beliefs and attitudes of the corgpan
(Hassard, 1993: p. 46)

1.2 Analysis of external environment

Daft and Marcic (2008) consider corporate cultuisdhee major part of the company's internal
environment. However, they admit that corporatducal is mostly shaped by the external
environment of the company. Authors define exteemaironment as all elements being out

of the boundary of the firm that have the potentahfluence the organization.

1.2.1 General environment analysis

According to Hitt, Ireland and Hoskisson (2007) eeral environment consists of six

segments which affect each industry and its firms:

= Demographic Segmentpopulation size, age structure, income data

= Sociocultural Segmentsociety's attitudes and cultural values

= Technological Segmemnt products, communications, data management, aodtw

applications of knowledge
= Global Segment- world political events, global product marketgpbal material

availability, societal values of other countries

= Economic Segment inflation, interest rates, unemployment, savaigs

= Political / Legal Segment employment law, antitrust law, taxation, envirantal

legislation, political climate and agendas, edweetl and deregulation philosophies

1.2.2 MAP analysis

Kerkovsky and Vykypl (2003) analyze an external environment of thenfusing MAP

method. This term derivates from initials of threerds: monitor, analyze and predict.
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Orderliness is the main advantage of this methodlPNhethod analyses macro environment
from three sectors — socioeconomic, technological government one. The left column

identifies factors which can possibly influent gteategy of the company. The middle column
is focused on retrospective analyses of theserfacidird column (on the right side) presents

perspective analyses with the potential judgmerfititnfre trends.

= Socioeconomic Sector
= Technological Sector

=  Government Sector

1.2.3 Analysis of industrial environment

Keikovsky and Vykypl (2003) identified so called “3Cs” analysis usexdt &valuating an

environment of the companies occurring on the sieio:

= Consumers purchasing public, customers
= Collaborators co-workers, middlemen, suppliers

= Competitors- rivals, competitors

Results from this analysis should be respected theit company itself can involve the
development of these factors. (Porter, cited irefRat and Rais, 2006: p. 69)

1.2.4 Industrial attractiveness

The MAP framework provides the first step in enmimeental analysis. Awareness of Porter’s
five forces (1985) can markedly help the companuriderstand the structure of its industry
and delimitate a position that is more profitalbie éess assailable to attack. (Porter, 2008)

Porter (1985) states that competition in the inguist dedicated not only by the existence of

the competitors but also by the availability of stilote products or services, strength of

buyers and suppliers as well as by the abilityes ntrants to embark on industry.

16



= Bargaining power of buyers

Buyers are strongly influential if they have negbtig leverage pertaining to industry
participants. Their power amplifies if they arecgrsensitive. (Porter, 2008)

= Bargaining power of suppliers

Grant (1998) states that commodities supplied byallsmompanies to larger
manufacturing enterprises (raw materials, semsfiad products and components)

tent to have lack of bargaining power.

= Threat of new entrants

According to Grant (1998) industry acts a magnéirtos if it earns a return on capital

in excess of its cost of capital.

= Rivalry among existing competitors

Porter (2008) defined forms of rivalry between @&wrg competitors as price
discounting, advertising promotion, product’s gtyalncrease, introduction of brand
new product and service improvements. Author stedbat it can be especially
destructive if the rivalry is focused solely ongari Price competition results in profits
which are transferred straight from an industryt$ccustomers. Boddy (2002) finds a
connection between highly competitive markets, higreats of new entrants and

substitution as well as strong power of supplierds lauyers.

=  Competition from substitutes

Porter defines substitute product as a product fotmer industry that can perform the

same function as the original product. (Porteectin Boddy, 2002: p. 85)

1.3 Key success factors

"Every business has a number of key success faittatsneasure and determine its success
of failure." (Tracy, 2000: p. 97) When identifyikgy success factors of the industry, we need

to answer two main questions:

17



1. What do our customers want?
2. How does a firm survive competition?
(Grant, 1998)

Tracy (2000) identifies the most common key sucéastwrs as leadership, product quality,
service, sales, marketing, manufacturing, distrdmytfinance and accounting. McLoughlin
and Aaker (2010) recognize two types of key sucdastors: strategic necessities and
strategic strengths. Authors define strategic retes as factors which are not unique, but
their lack will lead to considerable weakness. t8tji@ strengths are those at which the
company surpasses its competitors.

With reference to a theory of Harvard Business 8tRwoess (2007) key success factors are

defined as:

= Breakeven point

= Advantages in sourcing materials

= Technological innovations in the manufacturing istribution process
= A favourable geographical location

= Access to skilled employees or inexpensive labour

= An effective pricing strategy

1.4 SWOT analysis

Griffin (2007) considers SWOT analysis as a stgrgnint when formulating strategy. SWOT

is an acronym that stands for:

= Strengths
= Opportunities
= Weaknesses

= Threats

SWOT analysis is an evaluation of internal compasirengths and weaknesses as well as its
environmental threats and opportunities. Accordiog-errell and Hartline (2007) SWOT

18



analysis is a universal tool in strategic plannihgsed correctly, SWOT analysis can provide

a viable mechanism for identifying weaknessestti@a need to strengthen. (Boddy, 2002)

Vastikova (2008) introduce a new approach of evelgaf the particular factors included in
SWOT analysis. This method is called Plus/minusriMand offers evaluation of SWOT
analysis by paired comparison of the factors. Témult of this matrix is sequence of the
factors arranged in order of priority. Relationghipetween the factors are valued by

following instructions:

++ Strong mutual positive relationship
- - Strong mutual negative relationship
+ Weaker positive relationship

- Weaker negative relationship

0 No mutual relationship

Total of values of individual matrix lines (S1 —;SN1 — Wn) as well as matrix columns (O1
— On; T1 — Tn) determines the order of key fact@vben setting a strategy, the factors with

the high value should be crucial.

2. STRATEGY

Michael Porter proclaimed that twenty years ago ynarganizations thought that strategy
was a fad. They considered strategic planning asaste of time. Porter stresses an
importance to distinguish strategy from vision adlvas mission statement. Managers often
confuse strategy with operational effectivenesan@l, 2008) "Strategy is about competitive
advantage, about how the company serves custonmiéesedtly from its competitors.”
(Porter, cited in Bansal, 2008: p. 19)

The implementation of strategy is a definition ofanizational purpose. Companies express
the direction and commission of themselves by thieategy. (Boddy, 2002) In 1980, strategy
was defined as follows: "Strategy is the patterplan that integrates an organization's major
goals, policies and action sequences into a cobesgiole. A well-formulated strategy helps

marshal and allocates an organization's resountesiunique and viable posture based upon
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its relative internal competencies and shortcomiagsicipated changes in the environment,
and contingent moves by intelligent opponents."if@ucited in Grant, 2000: p. 15) Chandler
and Hikino (2004: p. 13) describe strategy as t&rmination of the basic long-term goals
and objectives of an enterprise.” Sutton (1980jrdjslishes two main features of the strategy
— its long-time character and the need of precieammg due to its unpredictable trend.
Undoubtedly, there are thousands sententious tlefisi and explanations of the strategy.
However, the question arises whether the strateggally only on long-term basis and how

important strategy is to the organization?

Flouris and Oswald (2006) stress that having degjyais substantial to corporate survival.
Authors state that the company without strategikes a piece of driftwood floating through
the river without any evident direction. Compamngsich behave this way generally end up
answering to moves of their competition and setluéfway of mediocrity. There is no place
for mediocrity in today's highly competitive envmoent. Authors agree that strategy is a
very useful tool to organizational performance gmavides the scope for operational

rationale.

Johnson, Scholes and Whittington (2008: p. 9) mte®eir explanation of the main terms
used in relation to strategy:

Mission: "Overriding purpose in line with the values opegtations of stakeholders."

Vision (or strategic intent): "Desired future state —alspiration of the future organization."”
Goal: "General statement of aim or purpose.”

Objective: "Quantification (if possible) or more precisetstaent of the goal.”

2.1 Strategy hierarchy

According to Meyer and Wit (2005) there are thieels of strategy within an enterprise:

= Corporate-level strategy

John Sutton, a professor at the London School oh&wics, define strategy at the
corporate level as "long-term survival and growtlbasiness organizations." (Sutton,
1980: p. 1) Bratton and Gold (2001) define corpmsatategy by answering following
question: "What business are we in?" Johnson, 8shartd Whittington (2008) state
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that corporate strategy is relevant to overall scapd purpose of the company as well
as decisions about how the value is going to beddal the individual business units
of the organization.

= Business-level strategy

Based on work of Bratton and Gold (2001), busirssategy unravels the question
"How do we compete?" Johnson, Scholes and Whitim@008) state that from that
reason business-level strategy is often called petitive strategy'. This level of
strategy defines how the company should competeesstully in a particular market.
Corporate strategy affects the decisions aboutfithhe as a whole and business
strategy involve strategic decisions related toividdal strategic business units
(SBU's).

= Functional-level strategy

Functional strategy responds the question "How doswpport the business-level
strategy?" (Bratton and Gold, 2001) Lowson (200Baracterize functional-level
strategy as decisions made in field of core conmuéts, technologies, processes and
capabilities, resources as well as key tactical esomeeded to create and deliver
product and service to the customer. Accordingotindon, Scholes and Whittington
(2008), this level of strategy is also called apelational-level strategy'. Authors
stress that success of business-level strategyyhigipend on activities and decisions

made in operational-level strategy.

Boddy (2002) distinguishes three main stages: catpostrategy, divisional plans and
operational strategy. Author defines corporatetasfyaas a long-term strategic planning for
the organization as a whole. Conversely, operatistrategies are shorter-term oriented
operational plans dealing with constituent part® (Sigure 1).
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Plan/Strategy type
Strategic or | Divisional/Business .
, Operational plans
corporate plans unit plans
Level Orgavcilégtlonal Particular market | Functions/Departments
Scope, direction Scope, direction an dOperatlonaI strategle:;:
and strategy for ) resources and actions
% Focus o j strategies for :
5 organization as a . needed to deliver
2 particular market L
S whole corporate objectives
LL
Nature of decisions Complex Complex More routine; action
oriented
Timescale Long term Long term Shorter term

Figure 1 The planning and strategy hierarchy; Seufdintzberg and Quinn, 1991: p.

2.2 Strategies on Stage of Operations

According to traditional division, industries wetategorizes as being in the primary (raw
materials extraction), secondary (manufacturing}estiary (services) stage of operations.

Later, the favored form of description has beegestia the "stream™;

= Upstream Business Strategy
The flow of the product tends to diverse, from aibanaterial (aluminium, wood) to a

plenty of uses for it. Upstream business inclire$¢ more technology and capital

oriented than people intensive. Low costs and mghgins are thought to be the main

advantage. (Galbraith, 1983)

= Midstream Business Strategy
The organization draws a variety of inputs intoirggke production process out of

which the product is distributed to a variety oérss (Mintzberg and Quinn, 1991)
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= Downstream Business Strategy
Mintzberg and Quinn (1991) state that Downstreasinass strategy is characterized

by the many products sold by a department store.

2.3 Generic competitive strategies

Porter (1985) identifies two main types of competitadvantage: differentiation or low cost.
Later on, he develops his idea and adds a focgsigi2). Cost leadership is a strategy when
the company’s aim is to deliver products or sewie¢ prices lower than its competitor.
(Boddy, 2002) Differentiation occurs when the firoffers product or service that is
distinctive from competitor's ones. Important i tlustomer’s perception and valuation.
Focus represents a strategy aimed on the partiowdaket segment. (Mintzberg and Quinn,

1991)

Competitive Advantage
Lower Cost Differentiation
é o Broad Target Cost Leadership Differentiation
g8
§ ? ';I_erg)gf[' Cost Focus Focused Differentiation

Figure 2 Porter's Generic Strategies; Source: Pori®85: p. 12.

Mintzberg and Quinn (1991) distinguish core bussnieyg two types of strategies — strategies
of differentiation and strategies of scope. Authagsee with the main idea of Porter (1985)
therefore the strategies they present take thao Feom his concept, but depart in some

respects.

2.3.1 Strategies of differentiation

= Price Differentiation Strategy
The product or service differs from others sol@\price. All the other aspects of the
product or service remain the same. The produceplgifaces up to lost margin or

gets it under control through a higher volume ¢ésaPorter (2008) advises that it can
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be especially destructive if the rivalry is focusedlely on price. Due to price

competition profits are transferred straight fromirdustry to its customers.

Image Differentiation Strategy

Marketing is often used to simulate differentiatishere it does not exist — a different
image is coined for the product. Image differemtiatalso includes cosmetic changes

to a product which do not necessarily extend itfopemance.

Support Differentiation Strategy

Levitt (1980) points out that no matter how diffiicit is to achieve differentiation by

design, there is always a platform to achieve aratbnsiderable of differentiation by
support. Support differentiation strategy is reprged by some basis of support which
goes alongside the product. "This may have to db selling product (such as special
credit or 24-hour delivery), servicing the prodystich as exceptional after-sales
services), or providing a related product or senatongside the basic one (paddling

lessons with the canoe you buy)." (Mintzberg anth@ul991: p. 75)

Quality Differentiation Strategy

This strategy is characterized by changing theufeat of the product that make it
better. The product gains the greater initial teligy, greater long-term durability

and/or superior performance.

Design Differentiation Strategy

Differentiation on the basis of design offers sdmreg really different from
preponderant design. Sometimes producer link tifflerdnt design with providing

unique features.

Undifferentiation Strategy

Mintzberg and Quinn (1991) stress that having ratfgfm for differentiation is a
strategy as well. Findings of authors’ observatidestify that this strategy is a
common one and often pursued deliberately. By giwime room in a market and
management without the capability or the will téfetientiate what it sells, there can

form a place for copycats.
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2.3.2 Scope Strategies

Unsegmentation Strategy

Authors define Unsegmentation strategy by the watchd "One size fits all.” It is
even hard to find a product nowadays which is egnsented in some way. The core
concept of this strategy lies down in the endeawduhe firm to possess of wide part

of the market with a basic configuration of thedarct.

Segmentation Strategies

Organizations can decide whether they will folloamprehensive strategy (to serve
all segments — department store, large manufasjuoerselective strategy (targeting
only certain segments). Authors distinguish a ramdethe possible degrees of
segmentation, from a simple segmentation stratégy (pasic sizes of diaries) to a
hyperfine segmentation strategy (as in designétitig). Webster (1995) warns that
segmentation strategies are often based on sglessemtative's intuition rather than

on proper marketing planning.

Niche Strategy
Mintzberg and Quinn (1991) define niche strategyf@sis on a single segment.

Authors consider niche market as highly standaddiséerings in a unique place.
Grunig and Kuhn (2005), inspired by Michael Portaeresent two forms of niche
strategy — niche differentiation strategy and nigirece strategy. "An important
requirement for the niche is a sufficient size coratl with above average growth.”
(Porter, 1985: p 285) "In a sense, all strategiesrasome sense niche, characterized
as much by what they exlude as by what they inclu@éintzberg and Quinn, 1991:
p.77)

Customizing Strateqgies

Customization is the limiting case of segmentatiodisintegration of the market to
the point where individual customers representigusnsegment. Authors distinguish
three types of customization: pure customizatiamdpct is delivered in a personal
way, fabricated or assembled to order, designedh®individual customer), tailored
customization (a basic design is modified to thecgg needs of customer) as well as
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standardized customization (final products are rabgsd to individual orders for

standard components). (Mintzberg and Quinn, 1991)

2.4 Strategies of entry

One of the most important decisions in running sifess is how to enter a new international
market. This is crucial task especially in cassmfll and medium companies. On the other
hand, established enterprises focus on exploitpgpdunities more efficiently in connection
with their existing international activities. Tleeis no ideal foreign entry strategy. Companies
vary one from each other and they need individtiztude in setting up their foreign entry
mode. (Doole and Lowe, 2008)

2.4.1 Global strategy

Companies are interested how to expand their mar&eicipation and how to develop an
integrated worldwide strategy. (Yip, cited in Mibezg and Quinn, 1991) The term of global
strategy seems to be relevant only in case of Mixtta developed economics — foremost in
Japan, North America and Europe. These three regimn developed economies are
commonly referred to as the Triad. On the othedh#rere is Russia, Brazil, India and China,
called BRIC, which command one third of the worldeiFDF flow and half of the GDP
measured at purchasing power parity. (Peng, 20@R)é& 3 depicts three steps necessary in

developing total global strategy. (Mintzberg andr@®u1991)

Develop Core
Business
Strategy

Core Business Strategyv

Internationalize
the Strategy

Globalize the Country | | Country | | Country | | Country
Strategy A B C D

4
Y
4
Y
4
Y

Figure 3 Total Global Strategy; Source: MintzbemgdaQuinn, 1991: p. 693

2 FDI — Foreign direct investment
® GDP - Gross domestic product
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Core business strategy is usually developed in hamentry and brings the base of
sustainable competitive advantage. Internationadimastarts when expanding the activities to
foreign countries. Global strategy comes into bdiygintegration of the strategies across

countries. (Mintzberg and Quinn, 1991)

Industry globalization drivers are externally detared factors which create a potential for
MNEs to achieve the benefits of global strategycakding to Mintzberg and Quinn (1991, p.

694), we recognize:

- Market factors
- Cost factors
- Environmental factors

- Competitive factors

2.4.2 Internationalization

It is much more difficult to develop multinationatrategy than a strategy for only one
country. Company operating in a single country feadeal with only one government, one
legal system, one accounting system and one cyr@ifferences in language, culture and
habits are indispensable to take into account s (lugmbersky, 2008)

Factor Single country (Germany) | Multinational operations
Different countries require different
Language German
languages
Culture Relatively homogenous Diverse betweenwaittdn countries
Lab Skilled and well trained Special training and redesign of
abour
labour available production methods might be required
Layoff of workers might be easy or, in
Labour relations| Collective bargaining contrast, impossible; workers might seek
change through political process
_ _ Wide variation among countries and
Economy Relatively uniform o . '
within countries possible
Politics Stable and relatively Often volatile arfddecisive importance
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unimportant

Governmental | Minimal and reasonably Often extensive and subject to rapid
interference predictable change

Well developed financial Capital flows are in some countries
Financing markets with different subject to government control and are
sources available sometimes poorly developed

Data are sometimes difficult and
Market ResearchData are easy to collect .
expensive to collect

Changes do currency possible, problems
Money Euro used thorough Eurozqgman arise because of exchange rates and

government policies

o Media might be limited, many restrictions
- Only few restrictions, many _ _ _
Advertising ) ) possible, low literacy rates rule out print
media available o _
media in some countries

_ _ . Often inadequate, can be dangerous or
Transportation Quick and effective _ _
slow in some countries

. Backed up by legal system,| Might be voided and renegotiated if ong
ontracts
binding once signed party becomes dissatisfied

A worse problem; must walk a tightrope
Always a problem, but o _
Control _ ) between overcentralizing and losing
centralized control will help o
control through too much decentralizing

Figure 4 Differences between single country operetiand international operations;
Source: Lymbersky, 2008: p. 25

2.4.3 Foreign market entry modes

According to Grant (2000) a company can accessréleurces and skills available for

producing in a foreign country either by transactw by direct investment (see Figures 5 and
6). Author sees two main motivating reasons in s¥as production: to access raw materials
and cheap labour and to offer local production t®reeas markets. In case of direct

investment by multinational firms, an incentivettaacan be a desire to access technology.
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TRANSACTIONS

Exporting: Spot Exporting:
: Long-term

transactions
contract

Exporting: with
foreign

Licensing
technology and

distributor/agent trademarks

Franchising

Figure 5 Overseas Market Entry: Transactions; Seu@rant, 2000: p. 346

DIRECT INVESTMENT

Joint venture

Wholly owned subsidiary

Marketing and
distribution only

Fully integrated

Marketing and sales

only

Fully integrated

Figure 6 Overseas Market Entry: Direct Investme3aurce: Grant, 2000: p. 346

Whether to use the method of transaction or direestment, the company needs to consider

following points:

= The size of the company
= The nature of the products

= Previous export experience and expertise

=  Business conditions in the selected overseas market
(Daley and Scott, 2000: p. 19)

Using the framework established by Grant (200@ndactions are explained as the first and
direct investments subsequently. The individuahgeation methods of entering the foreign

market are defined as followed:

Transactions
= Exporting

Pike and Neale (2006: p. 632) define exporting sede” of goods and services to a

foreign customer.” The level of involvement of tbempany into exporting process
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determines different forms of exporting. There fawg basic approaches to distinguish

in exporting. Their combinations are often usewval. (Daley and Scott, 2000)

Passively filling the orders from domestic buyers Wwo then export the product

As far the domestic seller is concerned, all tHessare unrecognizable from the
regular domestic ones. Another, third party see$ pmoduct has a potential to
succeed on a foreign market and takes a stepgeoiothere. That party takes all

the risks and arranges all the exporting duties.

Seeking out domestic buyers who represent foreigmeé users and customers
"Many U.S. and foreign corporations, general cartwes, foreign trading
companies, foreign government agencies, foreigtrilligors and retailers and
others in United States purchase for export." (Paled Scott, 2000: p. 19) That
kind of buyers represents a huge market for a wadge of products and services.
The company may have information that their prodsitieing exported. However,
the risk is absorbed by buyer as well as the detdiexporting.

Exporting indirectly through intermediaries

The enterprise engages a company for finding faremarkets for its products.

International trade consultants, agents, export agament companies, export
trading companies and other intermediaries can givexporter the access to trade
contracts and expertise needed. This approach sllamw exporter to hold a

significant level of control over the exporting pess as well as to collect
important information about new technologies, fgreicompetitors and other

market opportunities.

Exporting directly

The exporter himself holds all the risks and resgalities over the exporting
process, starting with market research and endingith foreign distribution. Due
to this fact, this approach is perceived as the tnamsbitious and difficult
concerning export. On the other hand, if the mamege runs the exporting
business well, it can bring a lucrative profit asllwas long- term growth. This
approach is suitable even for small or medium-sizeshpanies on condition of

providing enough staff and time the exporting psscaéeeds. Department of
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Commerce, freight forwarders, state trade offigeternational banks and other
service groups can bring an important guidance halp to the exporting

company. In case that the company is not able toeenaacommitment about the
enough staff time to the effort, exporting througkermediaries should be due

consideration. (Daley and Scott, 2000)

Licensing technology and trademarks, franchising

Daley and Scott (2000: p. 35) define technologgriging as "contractual arrangement
in which the licensor's patents, trademarks, sermarks, copyrights, trade secrets, or
other intellectual property may be sold or madeilable to a licensee for

compensation that is negotiated in advance betweeparties."”

Technology licensing is a suitable way of enteranfpreign market in case that the
company would like to access it quickly and possdéswer legal and financial risks

than in case of participating in a overseas joatiture as well as owning and running
a foreign manufacturing facility. In U.S., licengipermit the companies to overcome

some of the tariff barriers.

It is important to stress that technology licensiagnot limited to the manufacturing
industry only. Franchising represents a form oéniging used in variety of sectors,
very often used in service industries. "In frangigs the franchisor (licensor) permits
the franchisee (licensee) to employ its trademarkeavvice mark in a contractually
specified manner for the marketing of goods andises.” (Daley and Scott, 2000: p.
35) Usual practice is that franchisor carries osupport of operations as advertising,
training, accounting and other services. Franchasso often provides a supplement of

products the franchisee needs.

Due to the transfer of the technology to an unatéd company, it is difficult to take a
deep control over it. Another drawback is thatrgieg does not produce as much
profit as in case of exporting approach. Problefrratecting the licensed technology
from the unauthorized use by third parties occunmedsome of the developing

countries.
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A potential licensor should bear in mind the hasirtry's:

- foreign patent, trademarks and copyright laws

- exchange controls

- product liability laws

- possible countertrading or barter requirements

- antitrust and tax laws

- government attitudes toward repatriation of rogaliand dividends.
(Daley and Scott, 2000)

Direct investments

=  Joint venture

"Joint venture is a partnership at corporate |deghed by two or more individuals
sharing ownership and control.” (Onkvisit and Sha@04: p. 252) The world has
noticed a huge upsurge in the quantity of jointtuegs and other forms of strategic
alliances across national borders from around $9&%le to this fact, cross border
joint action of the firms is quite new phenomenburing this time has international
interfirm collaboration extend to many industries aerospace, automobiles,
information technology, pharmaceuticals as well casnmunications. Very usual
motive for the companies from abroad is the ddsi@ccess resources and capabilities
and to derive benefit from the time it takes toalep it. (Grant, 2000)

However, there are many of failures happening tarmational joint ventures cases.
(Grant, 2000) "Joint ventures that share managenespbnsibility are far more likely
to fail than those with a dominant parent or witdependent management.” (Killing,
1982) It often happens when those firms are alsmpetitors. In that case it is
necessary to be placable to the individual natieveats of doing business. Important
part is to avoid conflicting objectives, divergemtanagement styles as well as

contentions over labour practices and quality.

Fisher and Fisher (1998) describe three main faijgint venture:
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1. Unincorporated joint venture

There are two known types of unincorporated joieture. First one, the "pure”
unincorporated joint venture is characterized hpldshing solely by a contract
among participants. Due to this fact it is ofterlezh contractual joint venture.

Construction, engineering and consulting servigestlae main fields where this
type of joint venture is used. The second knowmfaf unincorporated joint

venture is called partnership joint venture. (Fished Fisher, 1998) Partnership
has been defined as the "relation which exists éetwpersons carrying on a
business in common with a view of profit." (Fisheend Fisher, 1998: p. 176)
Partnerships are used when taxation system arititliabsues call for it.

2. The corporate joint venture
The corporate joint venture features the cooperatetween two or more
enterprises with the goal to achieve an intendesinless goal. This form of joint
venture differs from unincorporated one by speatfan of the goal which is
typically limited to one project. Once the goalfidfilled, the joint venture is

terminated.

3. The unit trust joint venture
The joint venture in the form of unit trust is muctore complex than the previous
types of joint ventures. It is used mostly in pmdpeand resources sectors.
Enterprises decide for this form of joint venturecase that they endeavor after
protecting assets as well as creating an inconearstr The unit trust joint venture
should be used only in case that there is a comgeakason for it and should be

based on taxation, legal and accounting advicéshéFand Fisher, 1998)

Unit Holders (own units)

A

A 4

Manager

A 4 A 4 A 4

Trust Property (owned by Trustee)

Figure 7 Structure of a unit truStipurce: Fisher and Fisher, 1998: p. 178
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Fisher and Fisher (1998) introduce few commerama Egal factors which should be taken

into account when thinking about internationaliaatby joint venture form:

- legal status of the joint venture investment vehicl

- restrictions of FDI — foreign investment rules

- investments guarantees

- registration requirements

- minimum capital contribution required

- foreign exchange regulations

- reporting, audit and accounting requirements

- taxation requirements including, tax incentivegréeiation, loss carry forward/back,

treatment of transfer pricing, repatriation of pioand tax compliance requirements.

=  Wholly owned subsidiary

Hill and Jones (2009) define wholly owned subsigias the enterprise in which the
parent firm owns all of the subsidiary's stock.tHhe company decides to use this
approach for its foreign activities, it has two iops. The firm can either set up a
brand new operation in the country or to purchaseeatablished host-country

company and utilize it to promote its products aadsices in the host market.

Authors stress the three main advantages whollyeawsubsidiary offers. Firstly, if
supposed that the major competitive advantageettmpany is its control over the
technological competency, the approach of fully ed/subsidiary would be suitable
due to the fact that it offers reducing the riskaafsing this control. This entry mode is
preferred by high-tech, semiconductor, computerectebnics as well as
pharmaceutical companies. Secondly, if the compplans to run its business
globally, the wholly owned subsidiary brings an adtage of tight control over the
individual operations in different foreign counsigo the company can take profits
from one country and transfer it to another. Thadl/antage rises in case that the
company focuses on scale and location economiesedairom producing a
standardized product in single manufacturing pl&nte to this approach, the value
added on every individual stage through the vahlnccan be maximized. In this

case a high level of control over the operationsnafional branches is required.
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However, the wholly owned subsidiary is the mogiensive way of serving a foreign

market.

Luo (1999) states that different entry mode gradiifferent levels of control over the strategic
and functional decision making abroad. FesyukovO420Ostates that crucial about entry

strategies is the fact that the risk rate growgpproonally with level of control gained (see

Figure 8).
High
A
R
[
S . . .
K Foreign direct investment
r Joint venture
? Direct exporting
€ Indirect exporting
> High
Low J

Level of control

Figure 8 Strategy of entry; Source: Fesyukov, 2004

Indirect exporting represents low risk rate howeherlevel of control is low as well. Foreign
direct investment is characterizes by high levetaiftrol but high risk rate, too. "Different
entry modes also require different levels of resewsommitment.” (Hill, Hwang and Kim,
cited in Luo, 1999: p. 139) The level of commitmentresources is in case of licensing for
MNE* very low. Licensee upholds the most of the cost®mening and maintaining the
foreign market. However, wholly owned subsidiarigsts all the costs connected with

opening and serving the foreign market to MNE. (L1@99)

* MNE — Multinational Enterprise
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Entry mode Advantages Disadvantages

= High transport costs
Exportin = Ability to realize location- = Trade barriers
P 9 and scale-based economies = Problems with local
marketing agents
= Inability to realize location-
and scale-based economies
. . = Low development costs and = Inability to engage in global
Licensing . . S9
risks strategic coordination
= Lack of control over
technology
- = Low development costs and ) Inablllty to engage in global
Franchising . strategic coordination
risks i
= Lack of control over quality|
. = Inability to realize location-
= Access to local partner's .
and scale-based economies
knowledge = |nability to engage in global
Joint venture = Shared development costs y gage in g
. strategic coordination
and risks
" = Lack of control over
= Political dependency
technology
» Protection of technology
Wholly owned = Ability to engage in global . .
. strategic coordination = High costs and risks
subsidiary " . .
= Ability to realize location-
and scale-based economies

Figure 9 The Advantages and disadvantages of diftezntry modes;
Source: Hill and Jones, 2009: p. 270

2.4.4 How to choose the right entry strategy?

Grant (2000) frame an instruction for choosing twtable market entry mode for the
company. The weigh of the merit of individual enstyategies is evaluated according to the

answers to the following five questions:

1. Is the firm's competitive advantage based on firmysecific or country-specific
resources?
The company should think of exploiting an overseasket by exporting in case that

the company's competitive advantages are counsgebaFor example, Hyundai's
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competitive advantage in U.S. car market — Koreagevrates — was clocked by

producing in Korea and exporting to the United &tat

Is the product tradable and what are the barriers b trade?

In case that the transportation costs are too drighe import restrictions are too strict,
then the company should look over the possibibtgmter that market by investing in
overseas production facilities or by licensing tise of key resources to local firms

within the overseas market.

Does the firm possess the full range of resourceadcapabilities for establishing

a competitive advantage in the overseas market?

When competing in an unfamiliar market, it beconzesignificant advantage to
establish a relationship with the companies indlierseas market (especially when
acquiring additional resources and capabilitiegenms of marketing and distributing
in foreign market). If a company needs marketingl amstribution, then it might
ordain an agent or distributor with the sole twbrights. If the company's vision is to
run a wide range of manufacturing and marketing foreign country, the firm might
licence its production and/or its technology tooaal manufacturer. In companies
which are technologically-oriented, the resort dan exploiting their innovations
internationally by licensing their technology tocéd firms. In marketing-oriented
industries, companies can propose their brand tal lérms through trademark

licensing. Otherwise, a joint venture with a lossnufacturing company can be used.

. Are the firm's resources appropriable?

The use of firms' resources in foreign country @ke a course of licensing, exporting
or direct investment. In pharmaceutical and chemiadustry, the patents protecting
product innovations incline to offer strong legabgection. In that case an effective
way of annexing the returns of local producers \@dag patent licensing. In computer
software and equipment, the protection from patemd copyrights is freer and
exporting appears as the most suitable option. i@ concerns in licensing brand
names rise for keeping the brand's reputation.rnBeel to take a close control over use
of company's trademarks, technologies and tradetsecan be solved by franchising
system. In service industries, especially fast-foestaurants, franchising strategy is

very common. (Grant, 2000)
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5. What transactions costs are involved?

"Transaction costs are costs incurred in overconubgtacles to trade." (Casson,
2003: p. 163) It is often predicated that trangectosts are a reason of market failure
but Casson (2003) states that this is not strailyect. Transaction costs supervene to
avoid a breakdown of trade. Grant (2000) speciff these costs occur in licensing of
a company's trademarks or technology in activiéiesegotiating, monitoring as well
as maintaining the terms of such agreement. Trah$pes and tariffs, information
costs as well as exchange rate risk are formsaofséction costs. Transaction costs

affairs are substantial to the choices betweemiaket entry modes.

According to Lymbersky (2008: p. 23), an internatibstrategy has to answer the following

guestions:

= How and where will the company produce the prodactservices?

= What products and services does the company waato

= Where does the company want to sell the productemices?

= How and where will the company get the necessaspurees for the production
process?

= How does the company want to compete with its cditgps?

= What are the key success factors for that compadya that product or service?

The company should choose the entry strategy winoahides the highest risk-adjusted return
on investment. Behavioural factors, such as needdntrol as well as resource availability
can also largely affect the choice of the compdhyo, 1999) "The better prepared and the
more committed the firm is, the better able thenfis to maximize business opportunities and
succeed in the foreign market." (Fisher and Fish@98: p. 178)

Fruitfulness of the entry to a foreign market dejsgeon the proper timing. Campbell (2002)

states that timing is one of the crucial factorewiplanning an expansion.
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2.4.5 Competitive advantages from a global strategy

"Companies that compete on a national basis afdymginerable to companies that compete
on a global basis." (Levitt, cited in Grant, 1998:351) There are two assumptions that are

responsible for the superiority of global strategie

=  Globalization of customer preferences

Homogenizing forces of communication, travel archt®logy cause that regional and
national preferences recede into the backgroundan{(1998) Levitt (1993) states
that products and services do not vary so muchnathe past cause the world's
preferences are more and more homogenized. Itmmexean that customers are the
same the world over. However, if the customer habace between a lower-priced
globally standardized product and a higher-pricationally discerned alternative,

most of them favor the first option.

= Scale economies

Benefits of economies of scale can increase thepaags profits by the effectiveness
of the processes in various departments. By movirg production to low-cost

countries is the company able to exploit lower dacosts. Cutting costs can be also
reached by exploiting flexibility. Company whicheyates manufacturing factories in
several countries can decrease its cost by moviodugtion from location to location

on short notice. Global strategy can also cut degtsnhancing bargaining power with
suppliers, workers as well as host governments.nierg and Quinn, 1991)

Enterprises operating on the global market can sscseale economies in various
fields of their business as product developmentufecturing as well as marketing.
Companies oriented on national or regional marketsnot able to reach that kind of

efficiency and significantly loose ground to glolsaimpetitors. (Grant, 1998)

Mintzberg and Quinn (1991) defined following bet®ifivhich can be achieved by companies
using global strategy levers:

- Cost reduction

- Improved quality of products and programs

- Enhanced customer preference

- Increased competitive leverage

39



The main goal of the companies is not only acqgiramd leveraging of the competitive
advantage, but primarily sustaining such advantageess regions and over time. (Peng,
2008)

2.4.6 Drawbacks and risks of the global strategy

Drawbacks

Enarsson (2006: p. 61) defines these possible drelkgbwhen the company implements a

global strategy:

- Increased coordination costs

- Reduction in companies' effectiveness in individz@lntries, through over-centralization

- Struggles in penetrating a market, more in orderemnbance the global competitive
position for its own sake than to make money

- Product standardization which can result in a pcodibat does not entirely satisfy any
customer

- A globally-standardized product, but one which eidom satisfy all needs in all
countries

- Activity-concentration, which distances to customegsulting in lower responsiveness
and flexibility

- Uniform marketing, which can reduce adaptatiorotal customer behaviour

- Integrated competitive moves, which can mean seicrif revenues, profits or

competitive positions (subsidiary can attack a gla@ompetitor)

Yip (2003) advises companies with global intentibtm&nswer these points before entering
the foreign market. Global strategy requires inseglacoordination, reporting demands and
eventually, added staff. Due to these factors ¢tendlobal strategy incur a considerable
management costs. (Mintzberg and Quinn, 1991)

40



Possible risks of global entrepreneurship

Nelson (2000) states that there is always a riskoing business and international business is
not an exception. The certain level of risk is alsvgresent; however, much of this
uncertainty can be limited by hedging, managing aadtrolling. Author recognizes four

major types of risks:

=  Commercial risk

- not being paid

non delivery of goods

insolvency or protracted default by buyer

competition

disputes over product or warranty

PRECAUTION: For exporter is very important to kntsw ho protect the company
against not being paid. The problem of not getpagl can be solved according to the
Figure 10. The author suggests different formsayinpents in order to decreasing risk

to exporter and increasing risk to importer.

= Foreign exchange

- foreign exchange fluctuations

PRECAUTION: This risk can be avoided by selectidnsoitable invoicing period.
Foreign exchange risk can be protected for exatmpleedging. Translation exposure
is a form of protection by force of converting dassand liabilities into foreign

currency.

= Political
- war, coup d'état, revolution
- expropriation
- expulsion
- foreign exchange controls

- cancellation of import/export licenses
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PRECAUTION: Paolitical risk factors can be limitegt bcquiring as much knowledge
as it is possible about the foreign market, codperawith the partners from the
particular foreign country. Tax holidays protectse tcompany against loses in

consequence of immediate tax changes.

Shipping

PRECAUTION: Company can protect itself from shigpinsk by the selection of

risk of damage and/or loss via transportation

suitable insurance. Incoterfmsiles can be used as well.
(Nelson, 2000: p. 85 and Businessinfo, 2010)

Comparison of various methods of payment

Goods :
Method available to L e e Exporter risk | Importer risk
payment
buyers
Most: relies on
Open account Before payment As agreed | importer to pay Least
account
Maximum: Minor
Consignment| Before payment After sold | exporter retaing .
title inventory cost

High: relies on

Minimal check

Time draft | Before paymentOn maturity of importer to pay of quantity /
draft :
draft quality
On presenting Ifouon dpsa;dr’e Little if
Sight draft After payment  draft to g inspection
importer returned / report required
P disposed P 9
, : Little if
Authority to After pavment On presenting Be caruful of inspection
purchase bay draft recourse P .
report required
When :
, documents are _None if
Letter of credit| After payment ) None inspection
available after :
. report required
shipment
Cash After payment B_e fore Least Most
shipment

Figure 10 Comparison of various methods of paymeusarce: Nelson, 2000: p. 88

® INCOTERMS - International Commercial Terms (Intgianal Chamber of Commerce, 2010)
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[I.  ANALYTICAL PART
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3. INTRODUCTION OF THE COMPANY

3.1 Essential data about the Company

Name: Nobilis Tilia, Ltd.

Date of record: 10 November 2004

Firm domicile: Krasna Lipa, ¥l Hora 147, Postcode 407 46, Czech Republic
VAT identification number: 25497006

Line of business: production of cosmetics prosluspeciality retailer; inn holder

services; masseur and regenerative services; pgrodusf food

products

Figure 11 The logo of Nobilis Tilia, Ltd.; Sourddobilis Tilia, 2010

3.2 Development of the Company in time

In 1994, PaedDr. Zbyk Sedivy established the Nobilis Tilia Co., Ltd. iath produces
aromatherapy cosmetics. The name of the Compangxdram the homeland Krasna Lipa
which is located on the borders of Bohemian Switrer. Two years later, Zbyk Sedivy
became a co-founder of The Association of Czechnfatherapists and assisted at the
conception of the first professional training ihgion in the field of the Institute of

Aromatherapy.

In 2002, Mr. Sedivy has been conferred on hononagmber of the Mediterranean
Phototherapeutics Consortium based in Montpelkeance. In the same year, the Nobilis
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Tilia entered on the cooperation with Ing. Arch.n@aHejbalova and presents its brand new

logo as well as the overall changes in Companyggde

During the next few years the Company started liatsgroducts in Slovakia, Great Britain,

France, Japan and Taiwan. (Nobilis Tilia, 2010)

3.3 Product portfolio

Face care

Eczematous and psoriasis skin care
Lip and oral cavity care

Body care

Natural deodorants

Pregnancy and obstetrics
Children's care

Hair care

Hands and feet care

Shaving and depilation

Sun protection and self-tanning

Natural drugstore
Products for professionals
Seed oils

Essential oils

Herb extracts and vitamins
Food supplements

Air refreshers

Tisanes

Gift packs

Aromatic ceramics

Books

products

Nobilis Tilia produces aromatherapy cosmetics amdigdes educational excursions as well as
conferences focused on aromatherapy issues. Asianedtabove, indispensable part of
Company's business activities belongs to the sesvielowever, my focus will be related

purely to the cosmetic production considering thet that the products itself are the subject
of interest that the Company would like to offercsl.
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4. ANALYSIS OF INTERNAL ENVIRONMENT

4.1 Framework of McKinsey

For analysing the internal environment of the Nigbiiilia Company | have decided to use the

concept called "7S" of the McKinsey Company elatemdy Peters and Waterman (1982).

Structure

Nobilis Tilia has currently 21 employees. Ten peopbrk in the sector of production

and nine employees belong to the administrativé gfathe Company. Research and
Development Department employs two staff membersndgement system and

organizational structure are changed due to widpapportunities and management's
conception of strategy. The Company has not defitedtrategic Business Units

(SBUs) yet.

Working environment of head-office as well as prctthn premises are more than
presentable. Nobilis Tilia is situated on the beosdef national park Bohemian
Switzerland. The Company has its own aromatheramyre, arboretum, tearoom as

well as company store.

Civil association called Nobilis Tilia has a chaeaf not-for-profit organization and
presents an inseparable part of the Company it$ék. association has based the
arboretum, provides an education focused on growimd) processing of herbaceous

plants, organizes thematic tours to France andchgesathe traditional 'feast of herbs'.
Company makes use of following distribution chasnel

- healthy lifestyle shops

- cosmetic stores focused on natural & organic prtsduc

- beauty and massage salons

- pharmacies

Pharmacies are considered as the target custormep.giobilis Tilia pushes for an
extension of this distribution channel. On the otha@nd, there is no interest to sell its
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products in chain stores and hypermarkets. An d@iaepan be made in case that the
chain store provides a separated part of its stotbe natural and organic products
(for example dm - drogerie markt).

Strategy

The Company has not defined its corporate strayegyHowever, there are divisional
plans and strategic goals which are verbally pitesento the employees.
Manufacturing of products in BIO quality and achigya particular standardization is

one of them.

Principles of Nobilis Tilia as well as basic visioan be found in printed form inside
of every advertising brochure or in electronic foom Company's web page. Regular

meetings are intended to render specific intemfakrmation to its employees.

Systems

Marketing department of Nobilis Tilia gets a regui@edback and information about
the competitors from its sales promoters. The Caompes a close relationship with
its wholesale customers as well as beauty and massdon which supplies. Internet
forum on Nobilis Tilia's web page is used to fingt the customer preferences and
provide answers for their questions. Nobilis Tikagularly issues its company

magazine where the customers contribute, too.

Style
The management of Nobilis Tilia promotes a demacrstyle of leadership. Every
investment proposal as well as changes in the @atonal structure has to be

ratified by the Head office of the Company.

Staff

Compensation packages match the industrial stasddr@zech Republic. In case that
the employees are asked to work overtime, they belfairly paid for it. Employees

can take advantage of the possibility to buy Nebllilia's products with a discount.
Success in revenues is reflected into a compangfibtemvhich are provided to both -

production and administrative - employees. Grarthenamount of 5000 CZK is given
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on a yearly basis to every employee to buy a wedlre fithess activities as well as

food supplements or vitamins.

Skills

In 2009, the grant from European Union Funds gawvemportunity to Nobilis Tilia's
employees to educate themselves in the field ofiEmtanguage. There are no regular
trainings available to the employees, however etlutdraining are organized when

necessary.

Graduation from university does not provide a gigant comparative advantage for
applicants for a situation. University educatiomdt strictly required on any level of
the organizational structure. Educational and wuaylkexperiences as well as positive

attitude to the principles and values of the Conye evaluated in a complex way.

Shared values

It is very important for the Company to employ greople with the similar values and
principles. Company cultivates and collects somentsl ourselves making use of
biorhythms principles. Nobilis Tilia makes the nraxim use of organic farming
ingredients. Making things by hand is an importaautt of Nobilis Tilia's philosophy;
all ingredients are processed by hand and withag@opriate care. The Company
rejects the principal of animal ingredients anditgson animals, the only animal

ingredient in their products is beeswax.

Nobilis Tilia introduces original cosmetics proceels based on scientific knowledge,
such as enzymatic regeneration or Aroma Duo tredtnmiene Company is the sole

holder of a licence to use Pi-technology for thedpiction of cosmetics.

External characters of the Nobilis Tilia Compang &uilly presented. Company's logo
and motto appears on every product or promotiorsérnal. Leaflets, brochures, trade
catalogues, cosmetic samples, T-shirts as wethasl$ for beauty and massage salons
belong to the common form of advertising matefidéker's emblem is presented on
the Company's fleet of vehicles, too. Nobilis Tibavns three of these cars and

propagates the Company all over the Czech Republic.
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4.2 Financial position of the Company

Entering a foreign market demands financially stabbmpany with an iron constitution.
Nobilis Tilia records very good financial resultss can be seen on Figure 12 and 14. The
trading income has fluctuated; however, its valas hlways reached a profit level. From
2007 the Company has adopted a different attitualeghe advertising and promotion.

Remarkable profit gained in 2008 was brought alimuincreasing number of orders and

subsequent sale as a result of the marketing aesivi

Trading income development

25007
N 1911
O 2000
IS 1453
£ 1500
3 894
g 1000
2 243 517
= 500 -

0

2005 2006 2007 2008 2009

Figure 12 Development of trading income in perié@@05 — 2009;

Source: Internal materials of Nobilis Tilia, 2010

Liquidity and its ratios represent an importantidatior of financial health of the company.
Ministry of Industry and Trade (2002) has publisfeedeport concerning financial analysis.
Among other things, the paper included recommendgdes of individual liquidity ratios

(please see Figure 13).

Recommended values of liquidity ratios by MPO*

Current ratio 15-25
Quick ratio 1-15
Cash ratio 0,2-0,5

*Ministry of Industry and Trade

Figure 13 Recommended values of liquidity ratios;

Source: Ministry of Industry and Trade, 2002
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The current liquidity ratio of Nobilis Tilia can sssessed as relatively steady with exception
of value attained in 2008, when gets on the upmembary of recommended values of
Ministry of Industry and Trade. High values of @nt liquidity ratios mean a positive
auspice, however, from the point of short-term sgeepresents so called ‘'mortified money'
which do not provide earning to the company. Quatio should not drop to less than 1. If do
so, the company has to rely upon the sale of theentory. This situation occurred in 2005
but thenceforth the Company records recommendeagsalCash ratio has a rising tendency,

however, its values inhere in the recommended range

Liquidity ratios

3,00
2,50 1
2,00

1,501 L, .
1,00 B——
0,50 pE—— —& —k————4

0,00 ! !
2005 2006 2007 2008 2009

Current ratio—8— Quick ratio—A— Cash ratic

Figure 14 Development of liquidity in period of Z002009;
Source: Internal materials of Nobilis Tilia, 2010

At the basis of previous analysis, | would considdobilis Tilia as financially stable
Company. Economic situation of the Company will bet limitation in case of entering a
foreign market. Results of trading income show tRabilis Tilia has a financial capital to

take this step.

5. ANALYSIS OF EXTERNAL ENVIRONMENT

According to Classification of Economic Activitiga the European Community (NACE
classification), the subject of enterprise of N@bflilia, Ltd. belongs to the item C — 20 called
"Manufacture of chemicals and chemical products."more detail, Company's focus is
registered under these items:
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20.4 Manufacture of soap and detergents, algaand polishing preparations, perfumes
and toilet preparations

20.5 Manufacture of other chemical products
(Eurostat, 2010)

5.1 Chemical industry overview

Although the NACE classification places the subgicenterprise of Nobilis Tilia, Ltd. into
the chemical industry, the European Commissionngjaishes cosmetics as an independent
sector. (European Commission, 2010) To understdnth@ consequences linked to the
cosmetic industry it is important to explain thevelepment of chemical industry as well. Due
to the fact, that Company has expressed a requiteimdook into the possibilities of entry to
the German market, the chemical and cosmetics indoe$ Europe and Germany will be

examined.

5.1.1 Development of chemical industry in Germany

The chemical industry can be traced back to thedMidastern artisans, Phoenicians and the
Chinese; however this specification is not relewarthe subject of my thesis. | consider the
period after the Industrial Revolution as the starpoint for the introduction of the chemical

industry in Germany.

“In the twentieth century dyes, pharmaceuticalsotpiraphic products, explosives,
insecticides, fertilisers, synthetic rubber, fualsd fibers, plastics and other products have
flowed out of the chemical industry and into thex@eamer economies, war machines, farms,
and medical practices, of industrial societies.égqth, 2000, p. 1) English companies were
leading in dyestuff industry until the 1860s. Howewby the year 1913 Germany produced
around 85 % of the global colouring substances.iiguthat time, many oligopolies and
cartels were concentrated in the market. The macwf other countries was the
implementation of anti-trust legislation, whereasri@any decided to legalize cartels, impose
tariffs and cooperate with the state universitregesearch projects. Author argues that the key
factor of development of German chemical industrgswthe oligopolistic structure. In
successive steps, research laboratories in otlesstines were instituted as well. Germany

came to dominate international chemicals' marlkéttt{, 2007)
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Chemical industry in Germany played an importamé ia times of both world wars. "The
world wars, especially the first, made the Germlaentical industry not only a model but also
a source for the construction of chemical industiadroad through the direct transfer of
patents, technical information, and physical ptanbpposing nations.” (Lesch, 2000, p. 3) In
the post-World War I, Germany became a promindsygy in a global economy. Three big
three of BASF, Bayer and Hoechst were recoveredthadbost-war economic renewal of
West Germany started off. Henkel, Degussa and F&benindustrie has followed. The
important role of German chemical industry does Bsotely inhere in the economic
significance but in the impact of human life asw@&ermany has been an inventor of many
technological innovations which has notably chantfesl people's lives in the country and
abroad. (Lesch, 2000)

5.2 Industrial attractiveness

Europe

Economy's development of individual countries &8ehe demand for chemical products. In
agriculturally-shaped developing economy is thé foalchemical product markedly different

than in modern services-oriented country. GlobaWwgh of chemical industry is centred on
emerging economies, especially to Asia. In Europgamtries, the growth rate in chemical
sector is closely associated with GDP growth. Cleaimndustry is the biggest industrial user
of energy. A huge challenge and duty at the same is to reduce the energy and raw

materials consumption. (European Commission, 2009)

"Progress in health is largely linked to progresshemistry.” (European Commission, 2009:
p. 15) From technical point of view, the pharmamaltindustry is a part of the chemical
industry, even though the official classificatiogparates it. However, it should be mindful
that the chemical industry provides active pharraaical ingredients for medicines.

(European Commission, 2009)
The range of customers of the chemical industryeex¢ly varies. "Only 30 % of the

combined output of the chemicals and pharmacesti¢atiustries is sold to private
households, and other end users. The rest godaheo industries, services and agriculture.”
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(European Commission, 2009: p. 16) Figure 15 shinesdivision of the chemical industry
activities into three main parts as well as thasrcentage of total sales gained in 2009.
Cosmetic sector is included in the part of consuam@micals, which represented only 15 %

of the total chemical market of Europe in 2009.

Total chemical sales of individual chemical subdigions (%)

15%

24% 61%

B Petrochemicals, basic inorganics and polymers
O Specialty chemicals
@ Consumer chemicals - soaps, detergents, perfuntesosmetics

Figure 15 Division of sales in chemical industrgusce: European Commission, 2009

In 2009, the European Chemical Industry Council pxalslished its final report and sum up
the development of production growth of individuddemical subdivisions between years
2007 and 2009 (see Figure 16). The production aemer chemicals, which responds to
cosmetics sector, has significantly risen in 20@yever, was followed by huge underflow
during next years. Marco Buti from DG Economic aRmhancial Affairs of European
Commission states in his report that "the Europs@onomy is in the midst of the deepest
recession since 1930s.“ (Buti, 2009: p. 5) It igiobs that this recession had a serious impact
on the chemical industry as well.
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Sectoral production growth of EU chemicals
(outlook 2007 - 2009)
E 2007 W 2008 O 2009
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Figure 16 Sectoral growth of EU chemicals (outl@07 — 2009);
Source: European Chemical Industry Council, 2009

The chart displayed below (Figure 17) shows thevgraneasured over the period 2000 to
2006 in the EU 15 for the five major product catégm Demand after skin care products has
grown markedly, followed by decorative cosmeticd parfumes.

Growth of EU 15°s Cosmetics and Toiletries ProdudCategories
(2000 - 2006)

Skin care w 5,69

Decorative cosmeticg ‘ ‘ | 2/8%
Fragrances and perfumes | 2,4%
Hair care 2,1%

Toiletries 1,7%

0,0% 1,0% 2,0% 3,0% 4,0% 5,0% 6,0%

Figure 17 Growth of EU 15's Cosmetics and Toiletfroduct Categories;
Source: Global Insight, 2007
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European market is a maze of different cultures #maditions which causes assorted
approaches in buying patterns. Findings and treledsiced from the study of Global Insight
(2007):

= By virtue of enlightenment about skin cancer angosxre to harmful rays there is a
growing demand after sun care products in modte@tbuntries of EU.

= Customers from developed countries tend to havgradndearment in buying anti-aging
and anti-cellulite products.

= Cosmetics for man, especially man fragrances,maaegreat favour last few years.

* In most of the countries, there is a high run fi@amic and natural products.

= Demand for baby care products balances with bath. rDeclining birth rate causes in
many of developed countries sinking of sales ofyl@ismetics.

» Technologically-advanced products, such as seifitan creams and lotions, became
more and more popular.

= |n countries with higher income level there is ghhilemand after so called 'massfige’
products, especially in the skin care sector.

» Spending on cosmetics differs from country to courfErench citizens spend mostly on
skin care products, while the British as well agrns primarily purchase toiletries.
Spain and Portugal spend a much lower share af tbesumption basket on decorative
cosmetics. Nordic countries (Norway, Sweden andakd) spend much lower-than-

average on fragrances.

Germany

Nobilis Tilia Company confronts with the decisiomether to enter the foreign market or not
and what entry strategy to decide for. The couanfrinterest is Germany hence the analyses

of industrial attractiveness are focused on Gerasawell as European cosmetics industry.

Germany with its 81 571 000 inhabitants has thgelsir population from EU countries. The
country is divided into 16 states (Bundeslandethvits total area of 356 840 KmGermany

is a federal republic with democratic parliamentatgte system using euro as its currency.

® Masstige — the conception of combination of maasket and prestige market. Masstige products has a
prestige brand name and low prices at the same (Be¢tersby and Grimes, 2010)
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(Europa, 2010) The country is a founding membeEDf The official language is German,

which is the most widely spoken first languageha EU. (The Deutschland Portal, 2010)

Germany is the third world's largest economy withgroduction of automobiles, electronic
and communications equipment, chemicals, pharmaedsjt precision engineering products

and much more. (Europa, 2010)

According to a study of L'Oréal Germany elaborated potential investors, the cosmetics
market of Germany seems to be relatively stable &gure 18). Economic recession has
started to show its impact in 2008. During thisryghe growth in France and Spain has
dropped significantly. On the other hand, the mtad€eU.K. records very positive growth

figures in monitored period of time.

2005 2006 2007 2008
Germany 0,3% 2,9% 1,6% 1,2%
France -1,5% 3,2% 2,3% -0,5%
U.K. 2,2% 6,7% 4,6% 3,0%
Italy -0,1% 1,9% 2,0% 0,7%
Spain 4, 7% 4,5% 5,8% 0,4%

Figure 18 The Cosmetics Market of Western Europe Eiountries — Growth

dynamic by country; Source: L’'Oréal Germany, 2009

Comparison of selected countries from the pointvigiv of usage of cosmetics shows
significant differences (see Figure 19 and 20)0Q@@ women were involved in this survey for
one year period to find out the regular usage ef ghrticular cosmetic products. While in
U.K. 65 % of women use shampoo more than 3 timageek, in Italy it is just 29 % of

women. Italian women tend to use shampoo less;dftemever, their usage of conditioners is
comparable with other countries. British women asvarding buyers of eye make-up

products. Germany tends to keep the middle wap@émding hair and eye make-up staff.
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WOMEN France U.K. Germany ltaly Spain
D 1o | 65% 57% 20% | 51%
than 3 times a week)

Conditioner users 48% 67% 57% 45% 58%
Number of hair colour

(per year, per user*) 6.4 o4 5.6 9.0 81
Eye Make-up users 68% 71% 63% 55% 61%

* Hair colour in saloon or at home

Figure 19 Hair care & Make-up — Regular product gsan 12 past months —17 000 Women,;
Source: L’Oréal Germany, 2009

As shown on the Figure 22, hair and skin produgpsesent the biggest part of the cosmetics
market of Germany. 85 % of German women proclaims facial skin care products. These
women use on average more than two cosmetic predexgry morning. The usage of
moisturizers in Germany is very rampant, which espnts a huge potential for every

cosmetic company.

WOMEN France U.K. Germany ltaly Spain
Facial skin care users| 85% 72% 85% 72% 75%0
Number of produpts 24 26 24 17 21
used every morning
Body Moisturizer users 62% 63% 79% 55% 74%

Figure 20 Skin Care — Regular product usage in 42t pnonths —
17 000 Women; Source: L’Oréal Germany, 2009

L’'Oréal's U.K. 2010 Men’s Grooming Report (2010atsts that cosmetics designed for men
reveal a huge potential. "The male cosmetics mark#éte UK is growing at double the rate

of the women’s category.” (L'Oréal U.K., 2010: p. Men see their appearance as a key
factor in reaching their goals and boosting themfidence. The men's perception of role of

the cosmetics has changed rapidly. British men atosave cosmetic products for special
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occasions anymore. These products became a patieof daily routine. This trend is
becoming a huge challenge for all cosmetic companie seen on Figure 21, there are
different habits in usage of men's cosmetics ireddpnce on their age. Men between 20 and

29 years use more cleansing products, moisturdatygcreams as well as styling products.

MEN: Cosmetics' usage, by age and by category

70%
60%
50%
40%

30% 17% — 15% 16%
2 0% 0 0 0

0%

58%

30% 23%

Cleansing products users  Moisturizing day creamsuser Styling products users

O 20 - 29 years ol#l 50 - 59 years old

Figure 21 Men's cosmetic's usage in Germany in 2B@7opean Health & Beauty
Survey — Men - 2007; Source: L'Oréal Germany, 2009

In period from 2003 to 2007, personal care mankgbermany has grown significantly (see
Figure 22). There is a general growing propengityusage of cosmetics. Comparison of
results from the beginning and the end of thisqeereveals important findings. There is a
different trend in usage of particular sub-segmehitsosmetics in Germany. Great growth of
almost 17 % was ascertained in men's cosmeticdaDesre and oral hygiene has grown by
15 %. The usage of deodorants became more widagprkich is proved by its growth of 9

%. The figure of the personal care market in a mblagical sequence undoubtedly shows the

possible future trends in cosmetic market of Gegnan
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Sub-segments 2003 2004 2005 2006 2007
Hair care 2951 2 900 2 909 2978 2978
Skin care 2 673 2 635 2712 2 837 2 889
Make-up / Decorative ;¢ 1146 1080 1134 1247
cosmetic

Dental care / Oral 1134 1163 1188 1231 1 309
hygiene

Woman perfumes /| gg, 873 857 910 965
Fragrances

Men's cosmetics 756 756 763 806 884
Bath and shower 776 765 772 790 817
products

Deodorants 590 571 580 621 645
Soaps / Syndets 214 209 211 211 2117
Other personal care | 574 382 382 385 384
products

Total market 11 533 11 400 11 453 11 898 12 328

* Baby/children-, feet-, feminine hygiene-, depibex products, wet cosmetic tissues, body powder, et

Figure 22 The personal care market in Germany éebmmended retail price) in Euro
million; Source: Cosmetic Business, 2008

Focused on Natural cosmetics

According to Organic Monitor (2009), German as wadl French markets are the fastest
growing in Europe if comes to natural cosmetic piaid. In Germany natural cosmetics
represents about 4 % of total cosmetic sales. €drennard, a research analyst of
Euromonitor International said for In-Cosmetics 2P that "Germany is perhaps the
heartland of natural and organic cosmetics in Eewrdpany of the biggest brand names in
natural cosmetics are German owned, Dr Hauschkeeraaand Weleda to name a few.
Germans are also among the highest consumers whhabsmetics and a toiletry, thanks in
no small part to Germany’s estimated 12 million HAS' consumers.” According to a Lohas
Journal Online (2010), "LOHAS is an acronym fordsfyles of Health and Sustainability, a
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market segment focused on health and fitness, tiviromment, personal development,

sustainable living, and social justice."

This group means a potential for all natural-omentosmetic companies because LOHAS
people are young, often urban and wealthy. Thegepéagreat importance on using products
as clothes, cosmetics and food which are not hdrtduthe people's organisms and
environment. Many of these products are premiurcegribut it does not inhibit to LOHAS
customers in Germany. Carrie Lennard stressesetlat in times of recession these people
will abide by using natural-based cosmetics becaistheir strong endorsement of their
principles. LOHAS customers have an aversion torsbals used in mainstream products so
their vacation of trusted natural brands is impld@aNon-natural brands do not have this

advantage. (In-Cosmetics, 2009)

Organic Monitor (2009) sees the main obstaclesatifnal cosmetics in these issues:

= Low consumer understanding of natural & organicdpias
= Lack of harmonized / uniform standards

= Proliferation of symbols and logos

European-wide standards such as Cosmos and Nadyuthé foundations of transparent
system of the standardization. If the company wemtaeet the standard, a particular part of a
product's ingredients must be certified natural arganic. "The clearer labelling will benefit
consumers who are currently bamboozled by the nuwibproducts making natural claims,
and in the long run will protect the integrity &t natural cosmetics industry.” (In-Cosmetics,
2009)

5.2.1 Bargaining power of buyers

Global Insight (2007) elaborated a study of theopean cosmetics industry for European
Commission, Directorate-General for Enterprise émdustry. The study comprises many
interesting findings. Due to the large populati&@uropean cosmetics market is almost as
large as Japan and U.S. combined. "Over 142 00plepesre employed in the cosmetic
industry in Europe. France, Germany, Italy, the U3pain and Poland together account for
more than 127 000 of these jobs." (Global InsigbQ7: p. 6)
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The average per capita cosmetics spending of aR7Ed kitizen is 127 €. Figure 23 shows the
per capita consumption of cosmetics in differenintdes. Citizen of Denmark and Sweden
spent over 170 € on average on cosmetics andriedah 2007. German customer spent on
average 149 €. (Cosmetic Business, 2008) On thex btind, the per capita spending in China
was only 24 € in 2007. Greece and Portugal arehennbtional bottom of this chart with
spending at just 121 € and 104 €, respectively. ®ivthe large European markets, France
showed in 2007 very sluggish cosmetics consumpf®iobal Insight, 2007)

Expenditure per capita

S (year 2007)
Denmark 171 €
Sweden 171 €
Spain 169 €
France 166 €
Germany 149 €
Japan 174 €
u.S. 127 €
China 24 €

Figure 23 Per Capita cosmetics spending by country;
Source: Global Insight, 2007

Figures 24 and 25 show the purchasing power ofGlenan customers. Almost 50 % of
Germans are willing to spend more than 7 € wheninguyheir moisturizer. In case of

purchasing shampoo, over 55 % Germans spends mmamne2{2 €. Because the purchasing
power is relatively high and most of the Germansxdbprefer to buy cheap products, their

bargaining power raises.

Due to the fact that Germany is the homeland of ynaltinational companies (list in
chapter 5.2.4), the power of buyers is high. Coreypneferences can lead to price changes as
well as changeovers in other characteristics ofpttoelucts. With the intention of satisfying
customers, companies have to be flexible in changiesign, quality as well as support
services offered.

Although Organic Monitor (2009) states that impottdurdle in production of natural

cosmetics is "low consumer understanding of nat&rakganic products”, Frost & Sullivan
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(2009) estimates that there will be more and mastarners who gain an access to chemical
information written on the product's label. Thistfaan lead to increase of bargaining power

of buyers as well.

Per price segmentation - German
Example: Moisturizers

48,4% 45,8% 45,5% 48,0%
37,0% 38,1% 39,3% 37,8%
2006 2007 2008 YTD April 2009

B Products < 2.5 2,5 € < Products < 70 Products > 7 €

Figure 24 Per price segmentation — Germany, Exaraptaosturizers;

Source: L'Oréal Germany, 2009

Per price segmentation - German
Example: Shampoos

49,4% 48,8% 50,6% —_—
29,4% 31,5%
41,0% 36,9%
2006 2007 2008 YTD April 2009

B Products < 1,3 8 1,3 € < Products < 2,20 Products > 2,2 €

Figure 25 Per price segmentation — Germany, Exarap&hampoos;

Source: L’Oréal Germany, 2009
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5.2.2 Bargaining power of suppliers

The main suppliers of cosmetic chemicals in Germany

= BASF SE

= Cognis Deutschland GmbH & Company KG
= Sederma

= SAS

= Dow Chemical Company
= Evonik Degussa GmbH
= International Specialty Products, Inc.
= Lanxess AG
= Novozymes A/S
= Royal DSM N.V.
= Symrise GmbH & Co. KG
(Research and Markets, 2010)

Companies operating on the natural bases insisproper and strict selection of their
suppliers. Most of the natural-oriented firms woliké# to meet Natural & organic cosmetic
standards so the suppliers have to meet this ieris well. There were no obligatory
restrictions and standards for natural cosmetidyets few years before. Due to this fact,

there were many companies proclaiming themselveésaagral' and 'organic’ with absolutely

no right to do so.

Figure 26 Different logos of standards for natucalsmetics used in Europe;

Source: European Cosmetics Standards Working Gr2og9

European Cosmetics Standards Working Group (20083epted a comprehensive set of
cosmetic standards for individual European coustigalled Cosmos standard. The final

version of Cosmos standard was announced in 20@9 sa years of negotiating between the
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leading natural & organic cosmetic certificationeagies. Major shortcoming of Cosmos is

that it will not commute any of the existing logarsd symbols for unified one.

The particular standards are called as follows:

= |CEA - ltaly

= BDIH - Germany

= Bioforum — Belgium

= Cosmebio — France

= Ecocert — France

= Soil Association — U.K.

NaTrue standard is the main competitor to Cosmaost Eertified products came into the
market at the end of the year 2008. In Germanyas wfficially introduced in 2009 on

BioFach trade fair in Nuremberg. NaTrue standacodeiased its popularity when it started to
be backed by some of the leading brands produahga cosmetics. NaTrue is popular due
to its uniform labelling scheme. The standard haee levels: organic, made with organic

ingredients and natural. (Organic Monitor, 2009)

Judi Beerling, consultant to Organic Monitor fordBeetics Business (2010): "Suppliers are
becoming much more clued up as to what people warthe past it was often a case of
someone bringing out a lovely new ingredient arhtimcluding a preservative that you can’t
use in organic products so you couldn’t consideAitot have now reformulated. They're
looking at their existing ingredients and askingettier they can make them more natural and

a lot are going the Ecocert route as they redtiaés what people are asking for."

Some suppliers started to invest widely into a grebemistry. Others prefer to go for
standards on botanicals but not for other ingradiellowever, certifications come quite
expensive and suppliers lay stress that it is firdly very demanding to have so many

standards. (Cosmetics Business, 2010)

Bargaining power of suppliers who invested intoirthmvn green chemistry and applied
successfully for Natural & organic standards il Bigh. On the other hand, suppliers without

cosmetics standards have to rely on their reputatiotheir bargaining power is getting lower.
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5.2.3 Threat of new entrants

Market structure of cosmetics industry is callechoaolistic competition. This competition is
posing a low entry and exit barriers. The industysists of large number of companies that
attempt to differentiate their products and keegedain level of control over their pricing.
The most relevant barriers of entry appear to lkegtbvernment regulations and distribution

channels. Government regulations are often focosezhfety issues changes.

Distribution channels are one of the most importasties to solve when thinking about
establishing a cosmetics company. Consumers paga gttention to distribution channels
due to a type of the product there are looking FlerEU there are four main categories of

cosmetics distribution channels:

= Mass distribution
= Specialized distribution
= Pharmacy sales
= Direct sales
(Global Insight, 2007)

Research and Development (R&D) does not seem tanbemerging factor when talking
about limitations of entry. However, cosmetics istily is characterized by its very dynamic
environment. Innovations as well as high rate afdpct development are a necessity.
"Innovation is essential to maintain global competness, improve performance, safety and
the environmental impact of products, and to keppwith constantly evolving consumer

preferences.” (Global Insight, 2007: p. 8)

5.2.4 Rivalry among existing competitors

Although there is a significant number of huge rinédional companies focused on cosmetics
in European market (especially in France and Geyjahe industry is characterized as
several hundred SME#n most of the countries. Large cosmetics corpomathave a control

over the half of the whole cosmetics market of pero(Global Insight, 2007) Frost &

" SMEs - Small- and medium-sized companies
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Sullivan (2009): "There is a significant level efalry amongst existing market participants

with products that have their own speciality angate labelling.”

Competition on the field of beauty and personakciar Germany includes these biggest

players:

= Beiersdorf AG
= COTY Deutschland GmbH
= Dalli-Werke Méaurer & Wirtz GmbH & Co Kg
= Dr. Scheller Cosmetics AG
= GlaxoSmithKline GmbH & Co KG
= L’Oréal Deutschland GmbH
» Procter & Gamble GmbH
= Weleda AG
(Euromonitor, 2010)

Holding a position on the top of the list is ent@gbhowever, these companies see the
continuous need to evaluate their strategies, @ghonal structures as well as gaining
footholds in new markets. These companies are daaitvery strong competitive struggle.
Other, cosmetics companies are trying to gain gdvigharket share as well. In 2007, smaller
firms record a growth similar or grater than topmpanies. (Global Insight, 2007) The
number of international companies focused on casmetreates very competitive
environment. It can be said that there is a sigaift level of rivalry among existing

competitors.

"The industry's key players pursued a strong adepnsstrategy in recent years. The purpose
of this strategy was to introduce new businesssliséreamline production and expand the
types of products under company control.” (Glolaidht, 2007: p. 7) The success of these
companies will have to be evaluated over the nexstrs; as the inexorable demand for the

loyalty of customers will continue. (Global InsigR007)

The producers of cosmetics can enjoy an advantag® 2 membership in particular

organizations. Companies which are members of atlg organizations are very well
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informed about the trends and potential threatsha industry. The organizations in the

European Union which are linked to the cosmetidsigtry:

= COLIPA — The European Cosmetic Toiletry and Perfiynfessociation
= EFfCI — European Federation for Cosmetic Ingredient
» EFFA — European Flavour and Fragrance Association
= Unitis — European Organization of Cosmetic Ingratidndustries and Services
= A.LS.E. - International Association for Soaps, égénts and Maintenance Products
= Cefic — European Chemical Industry Council
= E.F.E.O. - European Federation of Essential Oils
(European Commission, 2010)

More than 90 % of the German chemical companies Banembership in German Chemical
Industry Association (VCI — Verband der Chemischedustrie e. V.) which represents their
economic interests. (German Chemical Industry Assion, 2010)

Due to the fact that the main subject of enterpoisiobilis Tilia Company is production and
retail selling of cosmetics made of natural ingeads, | consider companies with the similar
specialization as a relevant competition. The npugiular German natural based cosmetic

companies are as follows:

Laverana

Dr. Hauschka

Annemarie Borlind

SANTAVERDE Gesellschaft fur
Naturprodukte

Logona Naturkosmetik

Alva Naturkosmetik

I+m Naturkosmetik

Tautropfen Naturkosmetik

Alterra  (under the Rossmann

network)
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Alverde (under the DM network)
anne lind Natural Wellness
ABTSWINDER Naturheilmittel
Alviana Naturkosmetik

Dr. Scheller

Martina Gebhardt Naturkosmetik
SANTE Naturkosmetik



It is important to mention that there are also mather cosmetic companies which export
their products into a German cosmetic market asedéelSwitzerland), Primavera (U.K.),
Urtekram (Denmark), Druide (France), Duchy Origm@U.K.), Farfalla (Switzerland) and

many others.

As mentioned before, natural cosmetics market cm®apfor about 4 % of the whole
cosmetics market share. It could seem a smalllparif we consider that Germany has over
81 millions inhabitants and it is estimated thaiiifion of them are LOHAS, it can be a very
attractive market anyway. (Organic Monitor, 2009)elxo the high number of natural-based
cosmetic companies the rivalry among the compsti®high. However, every company has
an individual character and there are differenoegrice level, offered product range as well
as mission. Concerning these factors, | considethasmain competitors to Nobilis Tilia
Company following firms: Laverana and Weleda. Anaem Bérlind is very popular as well,
however, the price level of the products differsnir Nobilis Tilia's - the prices are much
higher. alverde Naturkosmetik does not probablettthe same sort of customers as Nobilis
Tilia because alverde follows the strategy of pdd&erentiation. Dr. Hauschka is focused on
quality differentiation strategy but the prices dmibled as Nobilis Tilia's. The main focus of

SANTAVERDE resides in manufacturing and sellingdurcts made of aloe vera plant.

Laverana GmbH & Co. KG (brands Lavera and LAVERE Naturkosmetik)

The Company was established by Thomas Haase in 4887 Hanover. According to the

founder, the word ‘Lavera’ stands for ‘the truth'Liatin language which represents the

philosophy of the company focused on purest organic

la vera ingredients and absence of synthetic chemicals. adays,

the Company employs 240 people and is settled en th

NATURKOSMETIK outskirt of the Deister Mountains.

Thomas Haase together with his wife, Klara Ahlessirying to create an image of the
company with familiar environment for their custasielheir strategy is based on framing a
positive appearance as far as product quality, iwgr&limate, communication and innovation
issues are concerned. Laverana Company is very kmeilwn for its intense marketing

approach intent on presentation, product desigmedisas information leaflets. The Company
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regularly takes part in the beneficence and spshgar The last project supported by
Laverana is focused on traumatized women and igirlgar zones and other crisis areas of

Uganda.

Laverana's products are controlled by BDIH assimriatand tested and certified by the
independent institute IMO ControlFrom 2009, the NaTrd2certification can be found on
the Body Spa products. On these products can besakn a label that announces that they
contain vegetable ingredients from Laverana's ovauyction. Some products are labelled
with Vegart! certification. The Company is the winner of manyaads in Germany and
abroad concerning design, quality, packaging ad waelinnovation and green-oriented
activities. (Laverana, 2010)

On the basis of the information gained about Lav@r@ompany, | would define its strategy
as follows: Laverana is not based on price diffeagion. The Company is trying to differ by

the whole firms' image on the first place. Due he fact that Laverana is holder of many
certifications, awards and has its intense margeditivities, | see an endeavour of going for

design and quality differentiation strategy as well

Weleda GmbH & Co. KG

Weleda does not originally emanate from Germany thet first %
affiliated German subsidiary of this Company wasated in the

same year as Weleda was established. NowadaySwiss, German

and French branches are the strongest footholtdtedompany. WE LEDA

In 1921 the company called Die Futurum was estabtisby Austrian philosopher Rudolf
Steiner, and his partner, a Dutch physician Ida Mag Swiss Die Futurum provided an

alternative to the conventional medicines by pcangi anthroposophic medicine. "The

8 BDIH - Association of German Industry and TradFigms for pharmaceuticals, health care productsd fo
supplements and personal hygiene products; regibessociation (Laverana, 2010)

° IMO Control - Institute for market ecology (Eur@meCosmetics Standards Working Group, 2009)

19 NaTrue — The standard for Natural and Organic @gisthe different grades are marked with 1, 3 stars
which represent the percentage of natural ingresli€BEuropean Cosmetics Standards Working Group90
1 vegan label — the certification of Vegan Society.ondon focued on the evaluating the productsherbasis
of content of animal substances. (European Cosmgtandards Working Group, 2009)
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anthroposophic approach to medical care is hagliatming to treat the whole person and not

just the illness or symptoms." Three years laterGompany was renamed to Weleda.

Weleda develops and sells complementary medicihefistic body care products and
nutritional supplements. Two thirds of Weleda'serayes are generated from cosmetics.
Pharmaceutical sales are stimulated by the distoibwf the homeopathic prescription cancer
remedy called Iscar to the United States' markiftedh subsidiaries are spread across the
world, mainly located in Western Europe, South &lomith America. Most of the Weleda's
body care products and over-the-counter drugs ameufactured in Switzerland, Germany
and France. The distribution channels of Weleda mostly pharmacies, drugstores and
specialized organic shops. In case of large Jagaokies Weleda decided to establish its

own specialty stores under its own brand name.

The obvious strategic intention of the Companyoisttract its customer by its quality. The

aim of the Company inheres at convincing the custotiat the quality and effects of their

products are at the comparable level as the phautiaal products itself. The long tradition

and its long-lasting specialized focus created gehadvantage of Weleda. The design of
Weleda's products is made to be quickly recogn&zanld attractive. Each product line is
characterized by one major plant and the individoébur design.

Weleda is the holder of BDIH and NaTrue certifioati Furthermore, their products are
labelled with Demeter standaf@snark. The Company supports small producers amefar

by its Fair Trade approach. This includes alsorttnaining and education focused on organic
farming. Weleda is proud to be supplied by the camypcalled Good Energy which offers
100 % renewable energy from wind, sunlight and wdte 2008 Weleda was awarded by

Sunday Times for having the most environmentally@employees.

5.2.5 Competition from substitutes

The significant progress in medical treatmentsrdutast few years offers a huge variety of

alternatives to traditional cosmetic products, eslly to anti-ageing ones. Cosmetic surgery

12 Demeter Certification - fully recognised by DEFRBepartment for Environment, Food and Rural Affpas
an organic certification. (Weleda, 2010)
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is very well known phenomenon but the scarring lang recovery restricts its use. Recently,

many gentler methods were introduced:

- laser and light treatment

- chemical peels and microdermabrasions

- Botox - a purified form of botulinum toxin A (in Eope marketed under the brand name
Dysport)
(Global Insight, 2007)

Concerning the fact that most users of natural etissrare LOHAS (explained in chapter
5.2, the subheading 'Focused on Natural Cosmetarslindergoing of any invasive surgical
intervention is almost impossible. The less invasierms of medical treatments as laser,
chemical peels or botox can find some customera avé OHAS but this people would do

their best to keep clear of these methods.

There are different forms of alternatives to ndtasmetic products used by its customers.
First of all, it is important to mention that peeplising natural cosmetics are mostly well
informed about the actions of particular ingredsemsed in their natural cosmetics. Cosmetic
products can be replaced by a variety of natueattnents as decoction of a particular herbs
and spices, oil baths, vegetal masks etc. Somelgpewp able to manufacture their own
home-made cosmetic. The evidence of this trendagked growth in number of individuals

as well as firms offering online home-made soapsams and other products.

Food supplements became an integral part of théfopor of natural-based cosmetic
companies. These products, mostly different kindsnotures, are made strictly from natural
ingredients. Possible alternative to this kind obducts can be the wide range of food

supplements offered in pharmacies.

Finally, if the issue of substitutes is particutax, mass produced non-natural cosmetics can
become an alternative to natural cosmetics as Wellertheless the principles and beliefs of
LOHAS as well as other users of natural cosmetiesfa away from using chemical-based

products with possible harmful effect on their badyenvironment.
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5.2.6 Conclusion of Porter's Five Forces Analysis

To summarize the output gained from the analysisigded, | evaluated an individual parts of
Porter's Five Forces from the point of Nobilis &ilCompany located in the German beauty
market. | decided to specify the industry solelythie field of natural and organic sector to

avoid misleading results.

It is very easy to enter the market and establisiataral cosmetic company. That is why |
consider 'Threats of new entrants' to be an unfade& condition (-). Due to a high number
of companies producing natural & organic cosmeiicssermany, | rate 'Rivalry among

existing competitors' as unfavourable conditiorwadl (-). If the supplier offers chemicals of

natural & organic character with a specific cecafion and the company would like to
continue in promoting that certification, the supplgains a lot of bargaining power. Hence
'‘Bargaining power of suppliers' is evaluated asavodirable condition, too (-). '‘Bargaining
power of buyers' is very high due to a high numisecompetitors on the field of natural

cosmetics, that is why | consider it as unfavowat®ndition (-). On the other hand, if the
customer demands natural & organic cosmetics, Bevdiy little opportunities to switch to a

substitute product. For that reason | rate "Thoéatbstitutes' as favourable condition (+).

Threats of new
entrants

)

A 4

— Rivalry among —
Bargaining power existing Bargaining

of suppliers competittors power of buyers

) ) Q)

A

A 4

A

Threat of
substitutes

(+)

Figure 27 Conclusion of Porter's Five Forces Anayapplied on Industry of natural

cosmetics; Source: Author's work
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On the basis of the results, the sector of natratganic cosmetics in Germany can be seen

as not very attractive. Michael Porter would evedutas 1* (star) industry.

According to Porter (1985), it is important to bgaae of the matter of fact that the results
gained from this analysis are not static at alle Tidustry and the environment are changing
factors. Hence it is highly recommended to bring Hive Forces Analysis up-to-date every
time it is possible. Just like this it can provaealuable tool for strategic decisions made in

the company.

5.3 PEST and MAP analysis

To analyse an external environment (Germany) ofilidobilia Company, | decided to use a
familiar PEST method. In addition, in the eventimportant key factors, | will use MAP

method to extend the simple analysis by possilile#déexpectances.

5.3.1 Political factors

Federal elections in Germany, which taken its placeSeptember 2009, were expected to
show the satisfaction of the German electors witdhrtChancellor Angela Merkel as well as
with the acting of their coalition. The results Bashowed the superior popularity of Merkel
and her coalition party consisting of Christian enatic Union (CDU) and Christian Social
Union (CSU). Social Democratic Party (SDP) headgdrtank-Walter Steinmeier conceded
defeat. CDU, CSU and Free Democratic Party (FDR)ehtormed a new centre-right
government with a Chancellor Angela Merkel. (Noedgi 2009)

Since the Mrs Merkel's coalition came to power ictdber 2009, has had to tackle the debt
crisis of Eurozone. Rescue packages have beerunmpgpular in Germany. Mrs Merkel and
her coalition have passed through time of negaiiudicity. After resignation of a president
Horst Koehler, Germany was prepared for the elestitn the 2010 presidential elections was
elected Christian Wulff. (BBC News, 2010)

The standard VAT rate is 19 %, the reduced one%s Reduced rate is applicable to certain
medicals, books, magazines, transports and flowertely, the VAT rate concerning hotel
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accommodation has been reduced to 7 % to suppsinttustry to sweep away the effects of

economic crisis. (European Commission, 2010)

Currently, there are no possible threats or anyifitgnt opportunities for exporting activities

in cosmetic industry from the point of politicakfars.

5.3.2 Economic factors

Figure 28 shows the development of a certain ecantauntors during the last five years. The
economic crisis resulted in 2009 into a significdetline of GDP growth as well as consumer

expenditure and annual income. Numbers from Jar@t9 are indicative of better future.

2006 2007 2008 2009 2010

GDP measured at
purchasing power
parity: January 1st | 267 560 414 2823 488| 2919064 2807809 2863375
(million
international $)
Real GDP growth
(% growth)
Inflation (% growth) 1,58 2,29 2,63 0,32 0,92
Consumer
expenditure 1622007 | 1794720 1967456 1870658 1859301
(US$ million)
Annual Gross
Income 2618802 | 2898337 3172671 3019709 3014pR15
(US$ million)
Annual Disposable
Income 1940979 | 2146858 2354737 2238258 22380696
(US$ million)

3,17 2,48 1,27 -4,91 1,21

Figure 28 Economic indicators, Germany; Source:&uaonitor, 2010

In 2009 the value of sales in beauty and perscera slowly increased in comparison to the
previous year. Germany and France are the firsttci@s which emerge from recession. The
improved economic situation led to increase conswgpending. However, there is a category
of the products where the economic recession caaidathe underflow. Demand for men’s
grooming products sharply declined in 2009. Valates of this category of products
continued to grow, however, this was only the dffeicincreasing unit prices of existing

products as producers tried to balance stagnatites shrough adding value. (Euromonitor,
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2010) Considering the fact those economic indisator 2010 shows the growth in GDP,
consumer expenditure and annual income, the cosmetiket is expected to come back to its

common status.

As shown on Figure 36 (Appendix A.), Germany ledames to sales volume of cosmetics
and toiletries in the European market in 2009. Ftbenpoint of view of European cosmetics
and toiletries export, Germany was the second Biggeporter in EU 27 in 2008 (Figure 37,
Appendix B.). (The European Cosmetics Associatki)9)

5.3.3 Social factors

Figure 29 shows the development of particular iatics from German demographic scope.
In accordance to the report of United Nations (20€&d in Mennen, 2010: p. 2), "the
world's population has continued on its remarkafaasition path from a state of high birth
and death rates to one characterized by low binth death rates." Germany is not an
exception. The number of people over 65 has rise@d % during the five surveyed years. In
last 25 years it increased by 10 % and put the @eynamong the countries with the most
ageing population in Europe. Positive and effecthnedical treatment together with working
life shifted towards less physical and demandings jocauses that people are able to live

longer. (Mennen, 2010)

2006 2007 2008 2009 2010

Population aged 65+
: January 1st ("000)

Population density
(people per sq km)

15870,07| 16299,29 16518,74 16698,69 16 837,04

236,37 236,01 235,74 235,12 234,31

Figure 29 Demographic indicators, Germany; Sourfearomonitor, 2010

Due to the fact that many German woman orient thees to a career, the birth rates
decreased from 800 000 in 1990 to 700 000 in 28GAough it is expected that the German
population will decline over 10 million in the ne%0 years, demographers predict that by
2050, 58-63 year olds will represent the largest gup, compared with 35-40 year olds in
2000. (Euromonitor, 2010) Mennen (2010) in histltmplications of the Ageing Population

on the Pharmaceutical and the Tourism Industry framMarketing Point of View'
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demonstrates very close continuity between thell@fethe health and spending for

pharmaceuticals.

As shown at the Figure 30, the phenomenon of agéiama significant impact on the
spending habits of the individual age groups fodus® cosmetics. The group of people over
60 years spends approximately 87 € per year on etsmroduct. On the contrary, people
less than 25 spend hardly 25 €. This fact encosragsmetic companies in producing
products to satisfy older customers. Companies nitkeportfolio by many new anti-ageing

products and food supplements.

Average skin care expenses per consumer, per age
120

w > 60 years
pa. 40 - 59 yea y
5]

80 -
é” 25 - 39 years
2 60
o < 25 years
O
2 20-
<

O I I I I I
0,00 1,00 2,00 3,00 4,00 5,00 6,00 7,00
Number of products bought

Figure 30 The ageing of population in Europe - Aggr skin care expenses per consumer in
2008; Source: L'Oréal Germany, 2009

Due to the phenomenon of ageing population, Germahyequire more and more medical
care and pharmaceutical products. Many of the potsdof Nobilis Tilia, Ltd. are focused on
solving a particular problem related to the custisnkealth (i.e. eczematous and psoriasis
skin care). The Company also offers a wide rangead supplements which is often used to
support a medical treatment or it's taken preveftiv

Sunday Times (2009) has published an article atfmiphenomenon called 'youthaholism'.
Youthaholic is the person suffering of the beyoedie to look much younger that he really
is. These people are victims of exaggerative useosimetic products as well as plastic

surgeries. Youthaholism is an extreme status; hewekie desire of looking younger is very
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common all over the world. Appearance sells if pleeson is sales promoter or receptionist.
Cosmetic industry as a whole profits from this ttealthough LOHAS customers are not so
keen on their perfect, imperishable young appea.anc

Cultural Dimensions created by Hofstede (1998)faoeised on study of behaviour of the
people across different countries. It is importentstress that Hofstede's study of Cultural
Dimensions is based on the work from 1970's and'$98lowever, traditional values of the
cultures do not change by decades, hence evertl#ssical approach can provide a clear

picture about the behaviour characteristics ofviloldial nationalities.

As shown on Figure 31 and 32, there are some Bitegebehaviour differences between
inhabitants of Czech Republic and Germany. Reltikigh Power Distance Index (PDI) of
Czech Republic indicates that there are inequalitiepower and wealth across the society
and that people whom operate with less power at¢hepsituation. On the other hand, PDI of
Germany is significantly low which means that thexyea good environment for developing
equality and opportunity principles. The Individsal (IDV) indicator of Germans is a little
bit higher than Czechs' which signifies that Gersnare used to look more about themselves
and their closest family. Czechs are charactermestronger collectivist nature. Masculinity
(MAS) index of Germany corresponds to the state revhenasculine values like
competitiveness preponderate over the feminine ofilkes relationship building. In
comparison, Czechs are a little more feminine \alogented. Relatively high Uncertainty
avoidance index (UAI) of Czech Republic relatesnire rule-oriented approach where rules,
laws and regulations are provided to reduce theuamaf uncertainty. Germans, on the other

hand, are more open-minded to accept change aalldaisks.
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Czech Republic
(Cultural Dimensions by Hofstede)

100

PDI IDV MAS UAI

Figure 31 Cultural Dimensions by Hofstede — Czeepu®lic; Source: Hofstede, 1998

Gemany
(Cultural Dimensions by Hofstede)

100y

PDI IDV MAS UAI

Figure 32 Cultural Dimensions by Hofstede — Germ&uource: Hofstede, 1998

Germany became a homeland for many immigrants.H'\afite in three young children born
in Germany coming from an immigrant background,r@ery is quickly becoming even more
diverse." There are around three millions peopléelafkish nationality and approximately
280 000 with Arabian rootage. (Levitz, 2010) iettompany wants to operate on the German
market and make the best of every opportunityhdusd prepare its strategy focusing on
different ethnicities and nationalities as well.eDo the fact that many of potential customers
in Germany can be Turks, | decided to add a char€wtural Dimensions created by

Hofstede (1998) focused on Turkey as well. PDI ofKEy is almost doubled in comparison
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to Germans'. In Turkey, less powerful members dafietp accept the fact that there are
inequalities in wealth and power within the sociefyurkish low IDV index may be
influenced by Asian nature. Family businesses arg gommon in Turkey and the decisions
are evaluated from the point of the group. MAS mdéTurkey is much lower than Germans'
which means that Turkish people are more modestcaridg. 85 % of UAI index derivates
from a very strong religion background of Turksfdde Turks engage into doing a business
with somebody, they prefer to get to know the pe@®much as it is possible.

Turkey
(Cultural Dimensions by Hofstede)

100

PDI IDV MAS UAI

Figure 33 Cultural Dimensions by Hofstede — Turkegurce: Hofstede, 1998

5.3.4 Technological factors

"Germans are highly influenced by packaging aspresents trust and innovation for them."
(Mennen, 2010: p. 8) Ageing population requirededént attitudes in marketing strategies.
However, most of the marketing departments arebyupeople under 50, which inhibits in
proper understanding the potential target audieddee solution can be the punctual
marketing segmentation. Marketers can design eéiffeproducts and services to attract a
specific segment rather than using a uniform margeipproach. (Moschis and Friend, 2008)
"Technological advances have allowed for the cpeatf multi-functional products. They
have become popular because they place strong smpba value for money." (Global
Insight, 2007: p. 9) Especially in times of economiisis, people are trying to figure up much
clearly their spending. Hence the multi-functiopabducts can become a great way how to

satisfy the customer.
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5.4 SWOT analysis

5.4.1 Strengths

The Company has built up an image of educated asel @nterprise which puts together the
knowledge of ancient herb doctors with new findinfishis era. Every product on Company's
web page or leaflet has its own comprehensive gser with a list of ingredients and

different methods of use. Nobilis Tilia educates dustomers this way. The non-profit
organization called Nobilis Tilia provides reguleducational tours to France as well as

trainings and seminars focused on healthy lifestyle

The web page of the Company includes Forum, whezgyajuestion focused on Company or
its products is answered. This is also a relialbercse of feedback from the customers.
Facebook network of Nobilis Tilia has 400 facebdaks. In June 2010, Nobilis Tilia took

part in the famous Czech morning broadcast '‘SammaDand presented its new product line
called Biophase. Mr. Sedivy spoke about values pimtiples of the Company as well as
about the long-continuing work of Research & Depeatent Department. The August issue of
magazine Marie Claire contains a report about Neo@illia's new Biophase cosmetics. The

promotion of the Company is on a very good level.

Nobilis Tilia can be proud to the quality of theoducts which offers. Company is using
primary commodities of a certified quality calledPK*, some of them with CPK BIO
standards. From July 2010 is the holder of a regiarertificate called 'Czech-Saxon

Switzerland regional product'.

®;
' N [ N ",
%‘&-
&
CFK: || CPKe| o)
v =3
. = £
CERTIFIKOVANA & !?,%r S
PRIRODNI b kg §chﬁf"
KOSMETIKA 1 0
. 7 . 7

Figure 34 Certificates held by Nobilis Tilia, LtdSpurce: Nobilis Tilia, 2010

13 CPK - Cerfified Natural Cosmetics
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In 2009, Nobilis Tilia introduced its completelymgackaging (see Figure 38, Appendix C.).
Essential oils as well as seed oils are enshrinea $pecial purple glass. Properties of the

purple glass are unique:

- purple glass protects the product from releasingible radiations so it impedes
debasement

- it transmits infrared and ultraviolet light whictinsulates the molecules of oils

- purple glass provides a protection of bio-activgréaients

- purple glass impart a natural method of consermatio

- 100 % recyclable

Nobilis Tilia was at the birth of The Associatioh ©@zech Aromatherapists and Mr. Sedivy
assisted at the conception of the first professidraaning institution in the field of the

Institute of Aromatherapy.

5.4.2 Weaknesses

Natural & organic ingredients are more likely toper in short time than regular cosmetic
products where conventional conservation ingredian¢é added. The process of logistics and
stock-keeping has to be fluent and flexuous.

Purple glass contributes to make the products msible in the shelves of the store.
However, the labels of the products are quite tanm inconspicuous. Labels does not cut a
dash, they does not strike a customer. Many comopgtin Czech Republic and potential
competitors in Germany have based its productgjaes visibility.

The process of strategic entrepreneurship has meglected. The vision of Nobilis Tilia and
divisional plans are presented straightforwardlyh employees. However, there is a lack of
elaboration of exact strategic steps on the le¥&ogoorate, business as well as functional-

level strategy.

Nobilis Tilia builds an image of educated enterpri®©n the other hand, there are no regular

education trainings provided for employees.
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5.4.3 Opportunities

High run for natural & organic products is a tremdich does not die away. For most people
it is not just a matter of fashionableness buefresents their living values and principles
(LOHAS population). People become more aware aigpies of sustainable development
which tends to preferences for companies whichthair business in compliance with the

nature.

According to analyses focused on men's cosmeticapfer 5.2 Industrial Attractiveness,
subheading Germany), there is obvious trend of grpwdemand after men cosmetic
products. Although during the times of deepestssioam this demand has slightly decreased,

men cosmetics pose a huge challenge for all cosrm@thpanies.

Due to a broadening trend of health education tli®rgrowing consumption of sun care

products. People have become much more carefudsimes of skin cancer and presence of

harmful rays.

Anti-aging and anti-cellulite products are very plgp. Ageing population (explained in
chapter 5.3.3 Social factors) along with the desirédooking younger support the growing

demand after anti-aging cosmetics.
There is a growing demand after so called 'massgigeducts (explained in chapter 5.2

Industrial Attractiveness, subheading Europe) inontoes with higher income level. Most

popular are masstige products from skin care sector
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Strengths

S1- The image of educated enterprise

with 16 years of tradition,
employment of knowledge workers,
Nobilis Tilia was at the birth of The

—+

Association of Czech Aromatherapis
and of the Institute of Aromatherapy
S2- Company specialized on natura|
cosmetics using purely natural
ingredients

S3- Environmentally friendly
company, respecting natural patterns
S4 -Handicraft manufacturing of the
products

S5 -Active promotion activities
through different media

S6 -Feedback gained on web page
Forum

S7 -Superior product quality (holder

of three certificates)

S8 -Packaging in special purple glass

which significantly protect the
product

S9 -Own e-shop

S10 -The new information system
called ERP (Enterprise Resource
Planning) implemented

S11 -Bohemian Switzerland location
with its own aromatherapy centre,
arboretum, tearoom and company

store (Non-profit organization Nobili

1°2)

Tilia creates a goodwill of the

Opportunities

O1 - Entry to a German foreign
market

02 - Increasing number of people
following healthy lifestyle

O3 - Rising generation of LOHAS
population

O4 - Increasing popularity in buying

products made from natural & orgarii

ingredients, with rejection the
principal of animal ingredients and
testing on animals

O5 - People tend to buy an
environmentally friendly goods and
support the companies with respect
the nature

O6 - Grants gained from European
Union’s Funds

O7 - Growing interest of men in
regular using of cosmetic products,
especially fragnances

08 - Growing demand after sun care
products

09 - Customers from developed
countries tend to have a high
endearment in buying anti-aging ang
anti-cellulite products

010 - Growing popularity of
technologically-advanced products,
such as self-tanning creams and
lotions

011 - 'Masstige' products popular in

83



Company and community of fans)

countries with higher income

S12 -The name of the Company has a 012 - Opportunity of reaching new

Latin origin, it is easily recognizable customers with the aid of BDIH and

anywhere abroad Der Grine Punkt certificate

S13 -Experience with selling on the 013 —-Biophase as a revolutionary

foreign markets product line can contribute to the
healthcare progress, should be
patented

Weaknesses Threats

W1 - Natural-based products have T1 - Unfavorable financial situation

inherently shorter expiration dates cuts the consumption of cosmetics

W2 - The tame design of the products, T2 - Declining birth rate causes

especially labels

W3 - Weak presentation and
implementation of the Company’s
strategy

W4 - Stagnation in regular training
and education of the employees
W5 - Pharmacies are still too little
exploited distribution channel

W6 - Web page of Nobilis Tilia offers
a limited part translated into English

and German language

sinking of sales of baby cosmetics
T3 - The effort of huge cosmetic
corporations to approach the natura
& organic trend by production of
similar products - low consumer
understanding of labels on natural &
organic products

T4 - High suggestibility of customers
by mass advertising campaigns as
well as aggressive and expensive
packaging

T5 - In Germany, trust in traditional,
time-proved brands as Weleda and
Lavera

T6 - Problems with different cultural

dimensions

Figure 35 SWOT analysis of Nobilis Tilia, Ltd.; $o1 Author's work
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5.4.4 Threats

Birth rate in many developed countries is very land affects the consumption of baby care
cosmetic products. It is important to observe temdgraphic trends (ageing population, low

baby birth etc.) to be able to predict future dednhafter particular products.

Large cosmetic corporations react very quickly be thanging environment inside the
industry. Most of them have already got under wéypmducing cosmetics with natural
ingredients. However, their aim is not to providehealthy, completely natural and
environmentally friendly product. Their intentios io offer a customer the product which
sounds and seems to look natural. Due to a lowurnas understanding of labels used on
natural & organic products, they often succeeds pinoblem can be solved by propagation of
necessity of certification and standards. Powechgmetic corporations are famous for its
aggressive advertising campaigns and packagingcdfidn of customers will lower the

number of people who will believe in misleading peganda.

It is very important to conscientiously prepare arketing strategy when entering a German
market. Germans trust traditional companies prodpoatural & organic cosmetics for many
decades as Laverana and Weleda. The country is mahdiverse than Czech Republic due

to a high number of immigrants.

5.4.5 Conclusion of SWOT analysis

To sum up the main points of whole SWOT analysisgJe decided to use Plus/minus Matrix
of SWOT analysis introduced by Vastikova (2008ylividual factors of SWOT analysis are
evaluated according to the mutual relationship betweach other (the theoretical concept can
be found in the chapter 1.4 SWOT analysis). Cruaielors of SWOT analysis according to

Plus/minus Matrix:

= Strengths
The most important factors considering strengthNadilis Tilia are S1 (The image of

educated enterprise with 16 years of tradition; leympent of knowledge workers;
Nobilis Tilia was at the birth of The Associatioh@zech Aromatherapists and of the
Institute of Aromatherapy) and S7 (Superior prodgciality - holder of three
certificates). The second most important strengtithe Company is S5 (Active
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promotion activities through different media) ame tthird S9 (Own e-shop). Those
strengths represent the crucial factors of competadvantage of the Company. The
management should make the best from it when gettim the strategy of the

Company.

Weaknesses

According to the analysis, the most influential Wweass of Nobilis Tilia is considered
W6 (Web page of Nobilis Tilia offers a limited paranslated into English and
German language). W3 (Weak presentation and impigatien of the Company’s
strategy) is the second most important weak pditite Company. Another important
weakness is W2 (The tame design of the producpgcesly labels). All the factors
mentioned in this paragraph can become an opptytdor the Nobilis Tilia's
competitors in the Czech Republic as well as abr@asnpany should concentrate to

eliminate them.

Opportunities
The most challenging opportunity is considered (®eople tend to buy an

environmentally friendly goods and support the cames with respect to the nature).
O3 (Rising generation of LOHAS population) and @¥(easing popularity in buying
products made from natural & organic ingredient&hwejection the principal of
animal ingredients and testing on animals) took geeond post. Another important
challenges are O1 (Entry to a German foreign marastwell as O2 (Increasing
number of people following healthy lifestyle). M@@anent of the Company should

consider the factors as the main encouragemetitéostrategic decisions.

Threats

T3 (The effort of huge cosmetic corporations torapph the natural & organic trend
by production of similar products - low consumederstanding of labels on natural &
organic products) belongs to the main threat f& @ompany. The second most
important endangering factor is T1 (Unfavourableaficial situation cuts the
consumption of cosmetics). T2 (Declining birth rasuses sinking of sales of baby
cosmetics) and T4 (High suggestibility of custontgrsnass advertising campaigns as
well as aggressive and expensive packaging) apecalssiderable threats to be aware

of. When determining a strategy of the Companyséhfactors should be considered.

86



18pIO

10

8.

7.

5

6

-16 | 3.
-18 | 2.
-15| 4.

91

o 12 | 1.

+| 10 | 3.

+ O 7 |6.

+
+

+
+

-|-15] 4.

0

--22 ]| 1.

ql

+

0| Of 4 |9.

+1 011 |2

0| 0 Of 8 |5.
0| +| Off 12 | 1.

0
0|0

vl

0|0 O 4 [9.

+ +

+| 0| O] 4 |9.

el

0

+

T - Threats

cl

0

0
0
0

00| 0] O

Tl

0010 O

qo|o

DO | 0] O] O] Of Of O

0|0

€10

+ +

D

¢10

0

110

0

(

0| 0] +

0

0
0

0TO

0

60

@

80

-+

LO

+

90

000 O

0({0| 0| O] O O

0/0/ 00 O O O qO|O,0|O

O - Opportunities

SO

+
—+

14)

+

€o

cO

+ |+ |+ |+
+l+ |+ |+

+|+| 0+ 0] O O O Q

TO

+ |+ |+ +
+++++OOOOOO++OO--00094.

+1010] 0] O O + 4 H C

0,0, 0| 0] O] O
+

—+
0

00,0l 0] Of O O @

|+ |+ +

iOOOOOOOOCO())OOO+O

Iooooooooco:oooooo

0/0]05 0] + O

00,0+ 0] O
0/0] 04 0] O

o

mlodd|d|/o~N~N~NOlw|ANFIN[O|dA[m|Ww]|

N
wn

€S

L0
wn

9S | /S | 8S

0TS

TTS

AR

TS

M

M [EM |V |SMN

syibuans - s

Sassaudeaph - M

18pIO

Figure 36 Plus/minus Matrix of the SWOT analysmji$e: Author's work
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6. PROJECT PROPOSAL

Previous, analytical part was devoted to detailedlyses of internal as well as external
environment of Nobilis Tilia Company. Analysis ofitérnal part of the Company has
provided valuable information about its strengthmsl aveaknesses. Analysis of external
environment, in this case German cosmetics marhkas$, brought ideas about possible
opportunities and threats for the Company. The wuty Porter's Five Forces Analysis will

definitely help to assess industrial attractivenes&erman natural cosmetics industry. All
these factors have been summed up in SWOT anagdisvill provide a worthful source for

setting a strategy.

6.1 Description of the Project

Due to the fact that Nobilis Tilia, Ltd. has noffided its strategic concepts yet, the first part
of the project is focused on defining the strategythe corporate and business level in the
Czech Republic. On the other hand, there is impbta mention that Company has already
implemented many decisions on the strategic ldvalever, these were not coordinated and

controlled by strategic management tools.

6.2 Beginning situation

The Company has already set its mission. Visiaruitined to a great extent as well. General
public can read about the vision on the web padeatiilis Tilia. Nevertheless, the goals and

strategic steps on the corporate, business antidnatlevel are missing.

Mission statement:
Nobilis Tilia was created to provide a productidnnatural cosmetics as well as education
about aromatherapy. The Company has been in bgssimese 1994. It offers its products and

services to cosmetic and massage salons, spediadital outlets and individual customers.

Nobilis Tilia's business slogan 'Tradition of Cze&almmatherapy' describes the rootage of the
Company. Traditional historical experiences in aoation with the new findings of scientific
knowledge of Nobilis Tilia's Research & Developmé&dpartment afford a wide range of

acquirements for the production.
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Nobilis Tilia produces from organic farming ingredts without synthetic and preservative
substances, dissents from using animal ingrediends testing on animals, prefers making

things by hand, all of it with the respect to tlagure.

The future plans include an extension of distritmutchannel of pharmacies, increasing the
number of products meeting the criteria of BIO dtdization, entering the German
cosmetics market and familiarization of the pubh¢th brand new product line called

Biophase.

Vision of Nobilis Tilia can be compiled in CzechpegssionKVEST (to be abloom), which
stands for:

Kvalita (Quality of the natural products)

Vzdlani (Education of employees and their professiengl

Etika (Ethical principles in business relationshiy &cological production)

Spokojenost (Satisfaction of the customers as vegediraployees)

Tradice (Tradition of aromatherapy)

6.3 The goal of the project

Nobilis Tilia voiced a desire to enter the Germasmetics market. The goal of this thesis is
to evaluate the strengths, weaknesses, opportiaitie threats of this idea and if appropriate,
transform this option to a realistic corporate msg with its strategy. Due to the fact that the
strategy of the Company has not been set not eredzZech Republic yet, the first aim of this
project is setting up the strategy for its homelddderlining the competitive advantage and
presenting the possible ways of increasing the ebitnyeness of Nobilis Tilia represent

another, very important aim of this work.

6.3.1 Target group of the project

On the beginning of every project it is very helgfudetermine the submitters of the project
as well as its final users. This project is destgrier the management of Nobilis Tilia
Company. Their target group is the current and gove customers from Czech Republic

and Germany.
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6.4 Project requirements

Proposed project should concur to the beginningasdn of the project. It should meet the
requirements of the management of the Company; Yenveew proposals of strategic steps
are inevitable to add. Project should create a cehgmsive proposal of strategies which are
suitable to implement into the strategic decisicocpss of Nobilis Tilia.

6.4.1 Project's elimination

The extent of this work is limited thus it is naigsible to cover all appropriate details needed.
Estimated costs and expected risks of the projeittde mentioned, however, the budget of
the Company for implementation of particular stegls be excluded. Project budget has not
been defined by the Company. It is not possibleower the proposals for strategic solutions
of all Company's goals, hence only the plan of iamgethe German market will be elaborated.

Functional strategy should be elaborated by the 2oy itself.

. STRATEGY SETTING

The strategy will be founded on the basis of aredywsade in the analytical part of the thesis.
First of all, the proposals of corporate and bussnstrategy will be introduced. Then, the
strategic goal of entering the German market valeramined.

7.1 Formulation of the strategy - Czech Republic

7.1.1 Corporate strategy

Porter's Five Forces Analysis of Industrial Attraebhess shows that the industry of natural
cosmetics market of Germany is not very attractorea new company to enter. There are
many companies offering similar products so they@iaing power of buyers is very high. It

is quite simple to enter this market. There aresigaificant restrictions, limitations and entry
costs are modest. Bargaining power of suppliersoeaassessed as high, although this applies
only to the suppliers with the certifications. Ometother hand, the threat of substitute
products is very limited. Most of the customersnatural & organic cosmetics buy these

products because they are in step with their {ifestnd principles. | consider this finding as
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very important. Even if there are many companieeriofy natural & organic cosmetic

products, there are only few of them with similace level and offered quality.

Results of PEST analysis summed up in SWOT analssav much more opportunity
potential than threats. There is increasing nundbgoeople who profess healthy lifestyle;
rising population of LOHAS indicates this trend.oBke prefer to buy products from the
company which is interested in human living envimemt and respect the law of nature.
Level of living in Germany as well as purchasingvpo of Germans is considered as a
favourable factor. Based on these remarks | waetdmmend Nobilis Tilia to take a strategy

of expansion, to be specific to enter the Germarketa

Uniqueness of the company can be achieved by RoftE385) strategy of differentiation.
Nobilis Tilia has implemented this strategy frome theginning of its entrepreneurship,
although it was not presented in the written fosragarticular strategy. Certifications gained
indicate the high quality of Company's productsbie Tilia faces all its activities to build a
name of the company producing high quality produétscording to this fact, | would
consider the most suitable to follow the stratefydifferentiation on the basis of quality, due

to a Mintzberg and Quinn's (1991) theory.

7.1.2 Business strategy

As ensued from internal analysis of Nobilis Tiliaere has not been defined any division on

the basis of Strategic Business Units (SBUs) yptopose to divide it as follows:

SBU - Products for professionals

SBU - Pregnancy and obstetrics products, Childicares

SBU - Biophase product line

SBU — Anti-age product line

SBU — Herb extracts and vitamins, Food supplemdidgsnes, Aromatic ceramics, Books
SBU - Others (Face care, Eczematous and psorlasisare, Lip and oral cavity care, Body
care, Natural deodorants, Hair care, Hands and daet, Shaving and depilation, Sun
protection and self-tanning products, Natural droigs Seed oils, Essential oils, Air
refreshers)
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Every of this Strategic Business Units deserveswns person, preferably a manager, who is
responsible for its operations and strategic pl&nsry SBU has its own competitors and that

is the reason why each one SBU needs its own niagkstrategy.

SBU — Products for professionals

Beauty and massage salons have offers from manyames for using their products.
Nevertheless, every saloon's manager is awareeofaitt that cosmetics used in his salon
create an important part of the image of the iatih. Due to the trend of eating healthy food
and using natural cosmetics, there is a high pribbabf rising number of natural-oriented
cosmetics and massage salons. Nobilis Tilia shea#lit as its huge opportunity, because
professionals are regular customers. Company stappdint the person who is responsible
for promoting Nobilis Tilia's products in salonshd Company has employed new sales
promoters recently; they should be paid on thesbasamount of work done. In this case it
would be recommended that a significant part oirtbalary is based on the number of new

contracts as well as amount of profit gained frotisteng customers.

Strategy of differentiation on the basis of quaktyould be applied. It is not important to
provide a special image of packaging for these eeynsized products because in most cases
the customers of beauty and massage salons de@dhe product itself. Products for selling
to the customers of these salons should keep #melatd packaging. | would recommend

offering a quantity discounts to the salons.

SBU - Pregnancy and obstetrics products, Children'sare

Spring edition 2009 of house-journal called TilimoAatica published a two-paged article
about obstetrics and possibilities of using aromapy during pregnancy, childbirth and in
post natal period. | would recommend placing thecsd leaflets focused purely on

aromatherapeutic influence during pregnancy, obsseproducts as well as children's care
into waiting-rooms of gynaecological doctors. Wonmnmaternity leave have usually more
time to read the broadsheets and they like to bared that they do the best for their child.
Enlightenment in terms of aromatherapy use for oémd her child can bring more sales of
products from this SBU.
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The Company has a contract with 14 maternal hdspitaconsider this strategic step as a
crucial in promoting pregnancy, obstetrics and dikih's care products. The concept of
marketing is very similar to the previous SBU —dRrats for professionals. | would propose
economical packaging and quantity discounts. Nebililia should provide free education
training for accoucheuses and present all thelesticeeded for implementing principles of

aromatherapy in maternal hospitals.

SBU - Biophase product line

Actress Zdeka Zadnikova, the face of new product line callédpBase (see Figure 43,
Appendix D.) heads a Foundation which is concemid support of children's ward of the
hospitals. The promotion of Biophase has been dgreeto be an emolument business, Mrs.
Zadnikova receives a symbolic honorarium in an amofi 1 CZK. In return, Nobilis Tilia
will support the Foundation by 1 % of the salesngdi from Biophase product line. The
actress belongs among Company's longstanding, tmstbmers. | consider this promotion
strategy as felicitous. The product line has ahfult gripping story which spontaneously

attracts its customers.

Biophase product line has started to be manufattafter 10 years of intensive Research &
Development work. The method of enzymatic activatis exceptional by its action of

activation of enzymes which are naturally in hursamody. Proven results transfer this
product line more into a medical treatment tharegular day/night cream care giving. By
virtue of actualities mentioned above, | would e to sell Biophase in pharmacies.
Leaflets with proven effects and history of produdevelopment should be available as well.
Promotional exhibits in pharmacies would increaseawareness of effects and use of the
products. Prices of these products are reasonidigles is no need for special discounts during

regular retailing.

SBU - Anti-age product line

Anti-age product line is specified primarily for men of mature age. The products contain
bioactive substances which have proved its effentgs. The price level of anti-age products
differs from all the other products offered by NabiTilia. Due to the higher prices | would
recommend to choose different marketing strategy this used on SBU — Others.

94



Women with matured skin (which sickens for wrinklike to see well-founded research with
proven results. Hence my recommendation would txighung all the useful findings gained
from Research & Development work. Anti-age prodirs should be presented on separated
posters and leaflets, with emphasis on the profets of the cosmetics. | see as the most
suitable distribution channel beauty salons andrmpheies. Price discounts would be

appropriate to offer prior to the Christmas period.

SBU — Herb extracts and vitamins, Food supplementsTisanes, Aromatic ceramics,
Books

Food supplements, herbal extracts, vitamins arahéis became an inseparable part of the
pharmacies' offer. Nobilis Tilia offers differeninkls of tinctures and vitamins concentrates
which are designed for professionals as well as eéharsers. Two possible distribution
channels have been already mentioned — pharmactede@auty salons. The character of
products of this SBU allows offering it in the s@#zed healthy lifestyle shops where
cosmetics is not regularly sold. Aromatic ceramacsl books can be offered in massage

salons, gift shops and bookshops.

| would like to recommend setting the marketingitggy mainly on the fact that the products
are made strictly from natural ingredients. Thetaoer should be able to see the difference
between chemical and natural extracts, vitaminsfand supplements when buying it in a
pharmacy. Leaflets should emphasise the distincthsomatic ceramics should be offered

separately and in gift pack with essential oilsva.

SBU - Others (Face care — except Anti-age and Biogée product lines, Eczematous and
psoriasis skin care, Lip and oral cavity care, Bodyare, Natural deodorants, Hair care,
Hands and feet care, Shaving and depilation, Sun ptection and self-tanning products,
Natural drugstore, Seed oils, Essential oils, Airefreshers)

SBU - Others represents a mixture of different pobsl of Nobilis Tilia. Company should
consider an option of separation of some part f@Bt — Others and creating new SBU.
Current composition of SBU — Others allows Comptmgesign one marketing strategy for
whole range of products. This strategy should bsetheon differentiation on the basis of

quality.
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Purple glass packaging used for certain produgtesents a huge advantage for Nobilis Tilia
(details in chapter 5.4 SWOT analysis, subheadingn§ths). Prices of products packed in
purple glasses have slightly increased, hence mmghasis on its benefits represent very
important part of marketing strategy. | see vergitiee effect in increasing of the attractivity

of the product's design. Purple glass is completeligue - there is no natural-based
cosmetics company in Czech Republic using this efagackaging. This fact proves to the

customers that Nobilis Tilia is really serious abstrategy of differentiation on the basis of

quality.

My recommendation would be creating a product fomused purely on men. According to
analyses, there is a growing trend in sales of snre@emetics over the Europe. Cosmetics for

men can diverse from the regular one only by addifigrent essential oils.

7.2 Formulation of entry strategy — Germany

Nobilis Tilia has years of experience in deliveripgpducts into foreign markets. Company
exports its products to Slovakia, Taiwan and Jaddme management of the Company is
aware of various barriers to trade on the foreighnown market. Hence the position of

Business Manager for International Affairs has beeeated. Overcoming of cultural,

political, legal and economical barriers belongsht® scope of employment of this Manager.
Language proficiency is necessary; however, theneoi need to employ a person speaking
Asian languages. Products (and their packaging)ndesfor exporting are not changed at all,
except their labels. These have been translatedparticular language as well as promotion

materials.

When there is a deliberation about entering a goreiountry, the detailed analysis of the
market is essential. Company does its best to@mmuch information about the market as it
is possible. This way the risks are eliminated. iN®Hilia lays stress on the competition

analysis and their product lines' specificationasgion of people for using natural-based
products, price levels' comparison together witihcpasing power of potential customers,

information about their lifestyle and consumerferences.
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The export activities into Slovakia, Taiwan andalapre based on dealership contracts with

following companies:

Slovakia — NATURALIA, Ltd.

Taiwan — BOGA-LIFESTYLE International Trading Catd.
Japan — AMADEUS, Ltd.

7.2.1 Selection of entry strategy

First of all, 1 will analyze all the possible advages and disadvantages of particular entry

modes for Nobilis Tilia when entering a German lhgaudustry.

Exporting

The main advantage is its simplicity. Company poeduthe same products in the
same factories as before. Location-based economésng to the significant
advantage of exporting. Nobilis Tilia grows somehseon its own; however, it also
cooperates with different suppliers. Due to anaase in orders, there is also possible
to negotiate economies on scale. The analysis dfistnial Attractiveness has
produced results concerning unfavourable condifiprcalled 'Bargaining power of
suppliers'. However, it was supposed that Nobillig Will use the services of foreign,
in this case German, supplier. That is not the aafsexporting approach. This
necessary condition will not be fulfilled becauseblis Tilia will keep the existing

suppliers.

Company has an opportunity to export its excesslym® when necessary. Export
demands almost no changes in organization, partfadi well as investments. High
transport costs are proclaimed to be one of ther m@sadvantages of export, but the
cosmetic products of Nobilis Tilia are small-sizédads and Germany is a

neighbouring state of Czech Republic.

Hofstede's analysis focused on cultural differeff@ssdemonstrated that Germans has
slightly different characteristic feature in bel@awi than Czechs. Results of analysis
centred on the substantial national minority of KBuhave stressed many significant
cultural differences. Cultural Dimensions foretetifferences in buying patterns.
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Nobilis Tilia can circumvent possible problems blgoosing export as its entry
strategy and transfer the responsibility to thedtpiarty. This party is expected to have

knowledge of these cultural differences.

Different entry mode grants different levels of tohover the strategic, business and
functional decision making abroad. In case of etipgy the level of control is low, as
well as the risk rate. The company is not able @epkan eye out for most of the
activities taken. Different forms of exporting deténe varietal levels of involvement

of the company into exporting process.

1. Passively filling the orders from domestic bugrs who then export the product

In this case, the only task for Nobilis Tilia wile the production of increased amount
of it products. Company will not take care abouteign market analyses, its
opportunities and threats. The third party will bwffer and sell the Company's
products. That party will arrange all the exportithgties and takes all the possible
risks. This option will not allow Nobilis Tilia tonake a lot of profit. However, it can

be used at the beginning of exporting activities tluits low risk rate.

2. Seeking out domestic buyers who represent foreigmd users and customers
This approach represents another capital non-ivengay of exporting, in which the
risk is transferred to the third part. There arenynoreign corporations and agencies
which has the interest to buy the cosmetics pradwét Nobilis Tilia in Czech
Republic and sell them in Germany. Disadvantagéhisf form of exporting is that
there is no obligation to announce that the pradweatre sold abroad. The level of

control in this option is remarkably low.

3. Exporting indirectly through intermediaries

This way of exporting has been used by the Compangase of foreign business
activities in Slovakia, Taiwan and Japan. NobilifiaThas engaged a company for
finding customers in the foreign market for its gwots. Important benefit to the
Company is the fact that it can hold higher leet@ntrol over the strategic, business

and functional decision making abroad than in cdgeevious approaches.
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There are two kinds of intermediaries. First oneaed an export merchant which
represents the company located in the foreign epuBikport merchant will buy the

goods of Nobilis Tilia and sell it on its own hodKe will take all the responsibility

and risks. The second option is cooperation witheaport agent. The essential
difference inheres in the fact that agent will nmty the goods. Hence the
entrepreneurial risk will be taken by Nobilis Tiliaxport agent receives a commission
for its sales. The Company should pay attentionnngedecting the foreign marketing

agent; he creates the image of Nobilis Tilia.

4. Exporting directly

Concerning export, this approach belongs to thet mhiffecult and demanding. All the
risks and responsibilities will be hold by Nobiligia itself. On the other hand, this
approach can bring a lucrative profit as well asgiterm growth. Management will

need to earmark certain employees' time for runthiegexport this way.

Licensing and Franchising

First of all, | would like to stress the distinatitbetween licensing and franchising. In
case of licensing, Nobilis Tilia will sell some it patents, service marks, copyrights,
trade secrets or other intellectual property tolibger. The reputation of the project
will be doubtable because the licensor typicallgvmte only a basic training and no
ongoing support. From the point of owner of theepst profit gained from the
licensing is mostly much lower that from franchis€ranchising demands
comprehensive training as well as ongoing suppammffranchisor. This assures
higher sale opportunities to prospective buyeranéhisee usually pays a high initial
franchise fee. It is very important to pay an diten when selecting a franchisee.
Principles and values of Nobilis Tilia are pronoedcclearly and it is important to
cooperate with the person who professes the salmesvaOtherwise the image of the

Company can be devalued.
In case that Nobilis Tilia will decide to enter tfareign market quickly and posses a

fewer legal and financial risks, licensing would &esuitable way of entering the
market. However, the level of control over the tedbgy will be very low.
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Franchising as a form of entering a foreign maiketery well known especially in
food-processing industry and services. Franchisaes not employees of the
franchiser, they are their contractual partneran€hisee will be the owner of the shop
and takes all the responsibilities and risks rdlateit. Franchise is often profitable in
the first year of its business. Quality of the pro is very important to Nobilis Tilia
Company. One of the drawbacks of franchising i& laiccontrol over the quality of

the products.

Joint venture

There are three types of joint venture — unincaafemt, the corporate and the unit trust
joint venture. The common character of these typéke partnership of two or more
companies at corporate level with the common gilak approach is often used in the
pharmaceutical industry which is not so far frora tosmetics one. However, average
pharmaceutical company differs from Nobilis Tiliarparily in its size. Number of
employees, flow of money, investments into R&D awhsequently the number of

patented products are only few examples of thisimigarity.

The corporate joint venture is mostly limited otyone project which can be a future
challenge for Nobilis Tilia. This approach will Isaitable in case that Nobilis Tilia

would like to cooperate on R&D activities with anet company. The knowledge and
technology will be shared as well as profits gairtedtrepreneurship of Nobilis Tilia

strongly depends on the results of R&D; the po&dmartner can represent a valuable
contribution. Joint venture is recommended to u$erwthere are a huge cultural
differences between home country and the entemeigfo market. This is not the case

of Nobilis Tilia at the moment.

Wholly owned subsidiary

There are two options in case that Nobilis Tiliaweblike to have it own subsidiary in
foreign market. The Company will either set upbitand new operation in Germany or
will purchase an existing German company. Significadvantage of this approach is
the level of control gained, however, disadvantagis expensiveness. Subsidiaries
are often not profitable during the first year loéit business. There is a possibility of

scale and location economies.
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The environment of production and its surroundiags very important for Nobilis
Tilia. In Czech Republic, they are situated on bloeders of national park Bohemian
Switzerland. This location creates to a great ekttve image of the Company. If the
Company decides to establish a subsidiary, oneh@fmain criterions will be the

location.

7.2.2 Recommended entry strategy

The reputation of the company belongs among thet malsable things for Nobilis Tilia.
Hence | would recommend the Company to choose armoaph which does no threat this
factor. From this point of view | would suggest eédge out the franchising method. Its
significant drawback is lack of control over theatity of the goods produced. Nobilis Tilia's
generic strategy is defined by differentiation e basis of quality, this element should not
be under threat. The reputation can also be desiroy case the Company will have a low
level of control over the operations carried oubrk this point of view the first two options
of exporting approach seems to be unsuitable (Ragsiilling the orders from domestic
buyers who then export the product; Seeking outetim buyers who represent foreign end

users and customers).

Company's competitive advantage inheres also intélsbnology used and the way of
manufacturing of its products. Making things by thas an important part of Nobilis Tilia's

philosophy. Licensing provides very low control ottee technology. This is why | would not
advise to use the method of licensing. Joint venaifers lack of control over technology as
well. This entry mode would be suitable in casede$ired cooperation on R&D activities
with another company.

To establish a subsidiary or to buy an existingn@er company would be very expensive for
Nobilis Tilia. The whole entrepreneurship can belemthreat in case of bad success in
Germany. The Company would not like to run thisdkaf risk.

There are two more options remaining - Exportindirectly through intermediaries and

Exporting directly. According to Grant (2000) theperting entry mode is suitable especially
if the competitive advantage of the company is tiguibased. Nobilis Tilia would probably
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not get the preferable prices from German supptieriss Czech's ones. The location of the
Company with its own arboretum is really uniquetakes a lot of time to develop such an
environment of the enterprise. The Company hasadyrérad an experience with indirect
exporting. It is posing almost zero risk; neverdissl the profits are lower than in case of direct
exporting. When choosing entry mode of indirect@kpg, the Company does not know its
customers and their remarks properly, the contvel the sales is very low. Direct exporting
demands more 'people power' to dedicate to achlireveales but from my point of view the

Company has this resources as well as potentatriact its German customers directly.

The corporate goal of the Company is to enter thar@n market using direct exporting entry
mode. There are four main forms of doing direct@kp- through sales representatives
(agents), distributors, foreign retailers or selithe products straight to the end users. The
approach of selling it straight to the end usersed in case that the products require technical
service and support which can be provided onlyHsydompany's specialists. This form of
direct exporting is also used when there are oy potential customers to address. This is
not the case of Nobilis Tilia. Distinction betwesales representative and distributor inheres
in the process of buying goods. Sales represeatdties not buy the goods, he sells it for a
commission, however, distributor purchases goads€ake of selling to the foreign retailers,
the Company will be obliged to engage one of itesseepresentatives to the export activities.
The deep knowledge of the market is necessary. @oyngoes not know the German market

very well; hence the option of selling directlyttee sales representative seems acceptable.

7.2.3 Corporate strategy

The strategy can be defined as expansion usingtdisgorting as its entry mode with sales
representative as its business partner. All therofispects of corporate strategy remain the
same — the Company focuses on the strategy ofreliffiation (Porter, 1985) on the basis of
the quality (Mintzberg and Quinn, 1991).

In Germany, the sales of natural & organic cosrset@present about 4 % of total cosmetic
sales. Total sales of cosmetic products in Germaese over 12 000 million € in 2007.

(Cosmetic Business, 2008) When determining thatrab& organic cosmetics comprise 4 %
of these sales, it represents approximately 500iomil€. The strategic goal concerning
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German market is to attain a turnover of 200 60@@proximately 5 000 000 CZK) within
five years from its exporting activities. This repents 0,04 % of the German natural cosmetic
market share. The important strategic step is figadiut information about market shares of
particular German natural & organic cosmetic congmrDisadvantage of fulfilling this step
is its costingness (e.g. Market Report called "Beman Market for Natural & Organic
Cosmetics' made by Organic Monitor costs 909 €th#é Company put to use the Czech
organizations supporting export, these expensebeannimized.

7.2.4 Business strategy

Based on the analyses carried out, the Germanybesrket indulges itself in using natural
& organic cosmetic products. There are many congsaoifering regular face and body care
on the German market. Nobilis Tilia can offer sommeg more — special (almost medical)

products based on long-lasting R&D activities.

It would not be effective to start export by offegiwhole range of Nobilis Tilia's products.
For the beginning, only some SBUs should be pretfeDistribution channels and marketing

strategies of particular SBUs may differ. My proplosf SBUs destined for exporting:

SBU - Products for professionals
SBU - Biophase product line
SBU — Anti-age product line

SBU — Others (selected products)

SBU - Products for professionals

A huge advantage of direct exporting is that thenGany will have an opportunity to provide
on-site educational trainings and customer sergités own. The products of Nobilis Tilia
should come to the market with proper instructiofise Company does not have to rely on
the local agent to do this work and put itselfisk 0of damaging an existing reputation. There

will be regular trainings available for the salepresentative and professionals in Germany.

Professionals are unique group of customers. Theyige regular orders and buy relatively
large amounts of the products. Hence | see thefisignt opportunity in attracting German
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beauty and massage salons. If the bank wants 8p@rdrom the adult bank account, they
give preferential treatment for young adult custmané would act upon this example. My
proposal is to address the High Schools focusefietthof study '‘Cosmetician’. If they learn
to use Company's products during their studiesy thiél fluently continue in using them
within their professional function. Products foofassionals supplied to these schools should
be perceived as a long-term promotion. Hence tioe pevel should be reflected to this aim. |
am aware of the fact that the Company does not Hevdinancial resources to sponsor all
cosmetic schools over Germany for next 10 yearsvever, | suggest choosing properly the
subjects of their studies and supporting few schpobperly. The contract should be made for

duration of one year, with the possibility of rersw

The products for professionals exported to the Garmarket should be identical with those
Czech ones, except the label. Promotional mateshalsuld be translated into German
language. | would recommend to the Company to naaieeper market research focused on
gaining information about its consumers. If the @amy finds out that there are a significant
number of Turkish beauty and massage saloonsputidiseize this opportunity and identify if
there is a potential of using this Czech aromathei@smetics. In case there is a business
potential, the translation of labels as well asnpwbonal materials into Turkish language
should be due consideration.

Analyses have shown that there is a high demard aftti-cellulite products in developed
countries. When promoting the products, | wouldoremend identifying the advantages of
Nobilis Tilia's anti-cellulite products.

SBU - Biophase product line

| have mentioned previously that products of Nabililia should come with the proper
instruction; this applies especially in case of@iase. This product line should be at schools
as the first place. If the Company struggles betwsagporting the schools by products for
professionals and Biophase, it should choose Bmphiasee a huge potential in this product

line in Czech Republic and Germany as well.

Due to its scientific character it is necessaryetlain the application methods to the
customers. This goal can be achieved only by regdacational trainings, participation in

the cosmetic and pharmaceutical exhibitions, pramat activities. Biophase should have its
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own propagation brochure consisting of the sharbduction of the Biophase creation, its

character and explanation of different methodssaige.

Biophase products have distinctive features of nadreatment hence | would recommend
to use as its distribution channel pharmacies. B®eahe supporting effect of Biophase
products is heating and cooling of the skin, | wdoukecommend organizing regular

promotional shows with the participation of pubiicpharmacies. Small samples as well as
the brochure should be provided. The shelves oplgase should be highlighted by POP and
POS material$.

Biophase products quicken the process of scar towmahelp skin with enlarged surface
capillaries and bring relief for problems. Hence mgommendation would be offering and
promoting Biophase especially in hospital pharmads#ophase has introduced the method of
enzymatic activation which can be supported byritgeuse of enzyme tablets. Cooperation
with one of the companies producing internal enzymmateatment (e.g. Mucos Pharma)

should be due consideration.

This product line has a competitive advantage snpitice. There is no need for special
discounts; the consumers will appreciate its loiegrThe treatment is complete when two or
more products of Biophase are used. On that acdowould recommend to sell the same
bargain-package sets as offered in Czech Republitg first year of introduction of
Biophase. Sales representative should get this Qglg after initiation of business
relationship. | propose Biophase to represent atpgivexporting product line.

SBU - Anti-age product line

"Customers from developed countries tend to halggh endearment in buying anti-aging
and anti-cellulite products.” (Global Insight, 200Aence my recommendation will be
offering anti-age products to the German custoinen analysing possible substitutes to
Nobilis Tilia's products, most of them were cortethto this SBU. Laser and light treatment,
chemical peels or usage of Botox can be perceigegossible substitutes to anti-ageing
products. On the other hand, LOHAS profess symbiosth the nature which makes this

threat less influential.

14 POP — Point of Purchase; POS — Point od Sale (St2609: p. 597)
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Important part of promotional activities focused amti-age products is undoubtedly
publication of successful findings considering 8moothing the skin and minimizing the
wrinkles. Leaflets of anti-age product line shouwlohsist of introduction of the products,
specification of proven results and few advices Hovwprevent from creation new wrinkles
(e.g. Self-lifting practices). Promotional matesidbcused on anti-age products should be
easily distinguishable from others; the portrayhlaobeautiful matured woman should be
included. Distribution channels play an importasierin whole success of the product line. |
would recommend selling these products in pharmnsaasewell as in beauty salons. Discounts
to the sales representative (respectively to timswmers) should be provided prior Christmas

period, the same way as recommended for Czech Repub

SBU - Others (selected products)
My recommendation would be to remove most of thedpcts included in this SBU for the
needs of exporting activities to the German marRetducts for eczematous and psoriasis

skin care, natural deodorants as well as seedssahgal oils should be offered.

Products for eczematous and psoriasis skin careedisas natural deodorants should be
available in pharmacies and specialized naturaimetiss shops. Leaflets focused on
eczematous and psoriasis skin care should be gvidskin clinics and waiting-rooms of
dermatologic departments in hospitals. Analyse® &nown that the usage of deodorants has

increased and natural-based deodorants have be@npopular.

Seed and essential oils should be offered preferabspecialized natural cosmetics shops
only. Due to a high number of producers of simdds in Germany, | would recommend to
the Company's marketing department focusing on esiplof whole range of advantages of
seed and essential oils made by Nobilis Tilia mhochures. Consumer can be attracted also
by short history of the Company, practical instimes of usage of these oils, certificates
obtained or by image of the leaflet. The highliggtof the distinction from the competitors is
very important. Brochure should definitely contan comment about the purple glass

packaging.
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7.2.5 Recapitulation of the strategic goals

Corporate strategy

- strategy of differentiation on the basis of theliqua

- expansion using direct exporting as its entry maaie sales representative as its business
partner

- attaining a turnover of 200 600 € (approximatel0® 000 CZK) within five years from
its exporting activities

- reaching 0,04 % of the German natural cosmetic etatkare

Business strategy

= SBU — Products for professionals

- offering a quantity discounts to the beauty andsags salons

- regular trainings available for the sales represem and professionals in
Germany

- promoting products for professionals on the Highdts focused on field of
study 'Cosmetician’ in the form of donation or gigant discount

- translation of the promotional materials into Genntenguage

- distribution channels: beauty and massage salons

identification of the potential of supplying Turki®eauty and massage saloons

highlighting the advantages of Company's anti-t&fuproducts during

promotion activities

= SBU — Biophase product line

- Biophase should represent a pivotal exporting peblie

- regular educational trainings, participation in tesmetic and pharmaceutical
exhibitions, promotional activities (due to itsesdific character it is necessary
to explain the application methods to the custojners

- Biophase should have its own propagation brochoresisting of the short
introduction of the Biophase creation, its chanaatal explanation of different
methods of usage

- distribution channel: preferably pharmacies
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organizing regular promotional shows with the mgpation of public in the
pharmacies (small samples, brochures available)

the shelves of Biophase should be highlighted b BR6d POS materials
promotion activities in hospital pharmacies focusadgostoperative care
cooperation with one of the companies producingrivdl enzymatic treatment
(e.g. Mucos Pharma)

there is no need for special discounts; the consumél appreciate its low
price

offering bargain-package sets during the first ydaxporting

sales representative should get this sets righar aftitiation of business

relationship

SBU — Anti-age product line

publication of successful findings considering thmoothing the skin and
minimizing the wrinkles

leaflets of anti-age product line should consisintfoduction of the products,
specification of proven results and few advices howprevent from creation
new wrinkles (e.g. Self-lifting practices)

the portrayal of a beautiful matured woman showdnzluded in the brochure
to ne easily distinguishable from the others

distribution channels: pharmacies and beauty salons

discounts to the sales representative (respectieetile consumers) available

prior Christmas period

SBU — Others (selected products)

Only products for eczematous and psoriasis skie, aaatural deodorants as

well as seed and essential oils should be offencth® German market

Products for eczematous and psoriasis skin camgedkas natural deodorants:

distribution channels: pharmacies and specializdral cosmetics shops
leaflets focused on eczematous and psoriasis skin should be provided in

skin clinics and waiting-rooms of dermatologic depeents in hospitals
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Seed and essential oils

- distribution channel: specialized natural cosmettogps

- emphasis of whole range of advantages of seed sseh#al oils made by
Nobilis Tilia in the brochures - the highlighting the distinction from the
competitors is crucial

- consumer can be attracted also by short historshef Company, practical
instructions of usage of these oils, certificatésamed or by image of the
leaflet

- brochure should definitely contain a comment albetpurple glass packaging

and its advantages

7.2.6 Possibilities of support

There are many ways how to make the exporting ggoeasier. Many organizations support
exporting activities of Czech companies by prowdoonsultancy, assistance in legal issues

and financing.

In 2006, Ministry of Industry and Trade went into action of the customer service phone
link called 'Zelena linka pro export' (in loosenséation 'Giving a green light to export’). The
link provides actual informative assistance for axgrs. (Ministry of Industry and Trade,

2006) This link can help Nobilis Tilia for free simplify and streamline the cooperation with

national institutions and organizations.

From 2006, there is also possibility of employingef services of so called 'Regionalni
exportni mista Czech Trade' (in loose translatiegional export spots of Czech Trade").
Czech Chamber of Commence has established 13 s 8pots all over the Czech Republic.
Each district office has it own Regional Managerowprovides pro-export services. The
brand new services have been added lately, for pkeagso called 'Exporting training centres
of Czech Trade' which are situated on 17 place®adlr the world. There is also one in
Germany available. Nobilis Tilia can use the officeeeded for secretarial work or for
meetings with its potential business partners. Aeotservice offered is called 'Exportni

Akademie' (‘"Export Academy') which provides edumatirainings focused on beginning or
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experienced exporters as well as participationnb@rmational pro-export-based exhibitions.
(Czech Chamber of Commence, 2006)

Czechlnvest was established in 1992 by the Ministiyndustry and Trade. The main goal of
this agency is to help Czech companies in theireldgment as well as attracting foreign
investment. Domain of Czechlinvest offers informatabout financial support programmes as
well as exporting possibilities for Czech compan@s December 2010 the workshop called
'MoZnosti exportu a aktualni programy pro podpoadrpkani' (Export opportunities and
current programmes focused on business support)beilorganized in Ostrava. | would

recommend Nobilis Tilia to take part in this semingeeting. (Czechlinvest, 2010)

The web domain 'Businessinfo.cz' was establishe@0@l by Ministry of Industry and

relevant institutions. The portal contains manyfuiseformation about entrepreneurship in
Czech Republic, however, there is a worthwhileisaatalled 'Foreign Trade'. Its main goal
is to provide "useful information from the sphereexport incentives and possibilities of
financing and export insurance; information fronrieas countries and their attitude to

legislative rules.” Businessinfo provides also ination about exhibitions held in Germany.

Nobilis Tilia can also get a lot of useful infornaat from following German federal unions:
the Federation of German Export Trade (Bundesverii@s Deutschen Exporthandels e.V. —
BDEXx), the Federation of German Wholesale and Barelrade (Bundesverband des
Deutschen Gross-und Aussenhandels e.V.) and GeRetil Federation (Hauptverband des
Deutschen Einzelhandels). (Businessinfo, 2010)

In 2009, Germany Trade and Invest was formed byG&enan Office for Foreign Trade and
the Invest in Germany GmbH. It represents an agémoysed on foreign trade and inward
investments. 'Investment Guide to Germany' is ateéel for all companies interested to export
or invest in Germany. On this domain a sectionecaberman Business Portal can be found.
Its creation was initiated by the Federal Ministfy Economics and Technology. German
Business Portal provides information about wholeyeaof industries and conditions for doing

business In Germany. (Germany Trade and Inves()201
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7.2.7 Specifics of the German market

European Cosmetics Directive has been created golate the imported production of

cosmetic goods in the European Union. In Germamy,nhain institution for protecting its

consumers from the point of health is the Federfic®of Consumer Protection and Food
Safety. If Nobilis Tilia decides to export its prads into Germany, it will have to provide

evidence to this Office that its products meetstendards of the Cosmetics Directive. This
verification can be provided only by authorized estp who can be found at the local
Chambers of Industry and Commerce in Germany akasedt various cosmetic federations.
Nobilis Tilia has never exported its products inBermany; hence | would strongly

recommend informing local authorities in the cifypooducts' introduction in advance about
the distribution of the products. (German Busirfesdal, 2009)

Based on the European Cosmetics Directive, the @ei@osmetic Directive determines the
list of ingredients allowed to use by German lamother legislation concerning chemicals
used in cosmetics production is called REA€lunched by European Commission in 2003.
The main aim of REACH is to control whether thedurats produced in Europe or imported
to the European Union meet the standards of s&betijuman consumption as well as of an

environment. (Endocrine Disrupter Research, 2009)

Ashurst, a consultancy company for foreign trades published the amendments to German
cosmetics law which came into force in 2004. "Thisreot allowed to marketing cosmetics
which have been tested on animals.” Nobilis Tileesl not provide animal testing. "Perfume
and aromatic compositions and their raw materiaddl ¥e labelled with the word 'perfume’ or
‘aroma’ which now has to be followed by the INCimeaof the perfume or aromatic
substance."” Another amendment has been focusecherindication of the maximum
usability of the cosmetic products after openirr6ducts with minimum durability of more
than 30 months have to be labelled with the stat¢mieperiod of time for which the product
can be used in the same quality after its openjAghurst, 2004) Nobilis Tilia should

consider those factors and adapt its labellindpi® gystem.

15 REACH - Registration, Evaluation, AuthorizationdaRestriction of chemical products (Endocrine Digew
Research, 2009)
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Natural cosmetics have separated labelling staimdioins (please see chapter 5.2 Industrial
Attractiveness, subheading Bargaining power of berg). (German Business Portal, 2009)
According to the portal called Export do SRN (2Q1he single market of the European
Community has approved that the certification gainme Czech Republic is fully valid in
Germany as well. There is no legal need for Czeompany to apply for German
certification. Nevertheless, German customers prbtg/ing products labelled by German
certifications. Due to this fact, | would recommenbbbilis Tilia to consider carefully
applying for BDIH Certification (Bundesverband dsthier Industrie - und
Handelsunternehmen e.V.). From a legal point ofwigethis step almost useless, however, it
will help rapidly in lowering the distrust of Germaustomers in buying Czech products.
When applying for BDIH Mark, at least 60 % of theguction of Nobilis Tilia has to meet
the standards of BDIH. To reach this certificati@ancertain fees are unavoidable to pay.
Membership in the Association of BDIH (German Asation for pharmaceuticals, health
care products, food supplements and personal hggissducts) is obligatory and costs 900 €
annually. Beside this, Nobilis Tilia would pay 1f%m its first 50 000 € of its annual sales as
for usage fees. BDIH certification plays an impotteole in German customers' preferences,
hence the BDIH Mark should be definitely due coasadion.

Figure 37 The Green Dot; Source: Der Grine Punki @

There is very strict system of protection of enmireent in Germany.

UNE
$(" P(/ The Green Dot certification (Der Griine Punkt) watsaduced in 1990

< % .
by the raw material trader Duales System Deutschl@mbH

(Deutsche Gesellschaft fur Kreislaufwirtschaft tRahstoffe GmbH).

Worldwide protected trademark called Green Dot h&tome a

necessity when exporting or investing in Germarhe €ertification is
not compulsory; however, the goods are without titidemark almost unsalable. (Der Grine
Punkt, 2010)

Nobilis Tilia should consider the certification e€o-label called the Blue Angel (Der Blaue

Engel). This certification was established in 19vigh the goal of distinguish eco-friendly

companies from those who do not pay attention atsmienvironment. This kind of labelling
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is not obligatory for Nobilis Tilia; however, it nasignificantly influence customers' buying

preferences. (Der Blaue Engel, 2010)

According to the Czech Trade (2010), only the camypaith high performance ratio has the
potential to succeed on the German market. Lowedrjgroducts with weak quality will be
easily beaten by the Asian competitors. The mawarathge of Nobilis Tilia can be its
business reliability, quality of the supplies asllwas propinquity and closeness of the
markets. Czech Trade also stresses that Germamnuerst insist on the quality of companies'
web pages. Germans consider it to be a displayowmaf the company. | would recommend
Nobilis Tilia upgrading the German translation ¢&web page. Czech Trade advises Czech
companies also on the issue of language skilthellemployee of international department of
Nobilis Tilia speaks fluently German, it will prale an auspice that the Company is really
serious about the cooperation with its German pestnOn the other hand, if there is a
possibility of communication in English languagegilis Tilia should seize this opportunity.
That way the German partner gets into the sameitsgeggposition as the Company.

It is very important to pay attention to the cudtudifferences between Czechs and German.
Business dinners, trips and other forms of informedetings are not very common in
Germany. Hofstede's analysis of Cultural Dimensibas also shown some distinctions
between the countries. Power Distance Index (PDIsermany is slightly lower which
means that there are good conditions for developgquality and opportunity principles. The
Individualism (IDV) indicates that Czechs are momllectivist than Germans.
Competitiveness of Germans is slightly bigger duehe higher Masculinity (MAS) index.
According to Uncertainty avoidance index (UAI) Gams are more open-minded and able to
take a risk. Czech Trade advises that German lassipartners can be more restrained and
right-minded than Czech ones. (Czech Trade, 201WjlN Tilia should be prepared for this

differences, its understanding can ensure courbeshess communication.

Payment morals of German companies are generalyhernigh level. However, there are
exceptions as well, especially from the small aretlioom companies. Maturity of invoice is
commonly set up on 90 days. Advance payments dreamventional, but it can be demanded

at the beginning of the contract.

113



7.2.8 Selection of suitable Sales Representative

Choosing the proper sales representative featheesrticial role in exporting activity to the
German market. If Nobilis Tilia finds a right pergoompany to represent the Company, the
export will be destined for success. On the otterdh if the sales representative is a false

step, the Company's reputation in Germany can dietsed.

How to find a suitable Sales Representative?

National Association of German Commercial Agenaad Distribution (Centralvereinigung
Deutscher Wirtschaftsverbande fir Handelsvermitflund Vertrieb - CDH e.V.) associates
more than 60 000 German distributors and commeiaggncies. Nobilis Tilia can use
valuable information when searching for its salegresentative. The structure of German

entrepreneurship in the field of sales represesadi following:

- 23 % are so called 'Einzelfirmen’ which standstii@r company with one person only, the
owner is responsible for all duties needed

- 68 % of sales representatives are representedrbgarues with 1 — 6 employees

- 9 % are companies with more than 6 employees

- independent sales representatives have its ownl Hegen of entrepreneurship -

'‘Eingetragener Kaufmann' (registered businessman)

Nobilis Tilia should visit internet domain of Assation of the German Trade Fair Industry
(Ausstellungs und Messe Ausschuss der Deutschetsdiaft e.V.) as well as site of German
Pavilion which provide information about German @amies who take part in the worldwide
trade fairs. Nobilis Tilia can use this option wheoking for its sales representative.
(Businessinfo, 2010)

Sales Representative requirements

- the form of sales representative is not importaiitcan be one person only (woman or
man) or the company as well (the addressing 'sal@esentative’ or 'he’ will be used in

this paragraph)
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sales representative should be German, with a gowterstanding of the German
environment and business culture

he should be supporter of natural & organic costeeti

at least 2 years of experience in selling cosmeticducts

sales representative usually deals with a lot oflpcts from other companies; this should
be admissible in case that they do not conflichwlie product lines of Nobilis Tilia

sales representative should operate on an exclbasie

he should have a good oral and written communigatlalls as well as negotiation and
sales skills

he should be computer literate

the first contract will be made for duration of oyear (renewable by mutual agreement)
sales representative can operate on the whole Ggriai@ea, however, his task is to
choose and target the territories with the hugem@l to succeed

he will operates with the Nobilis Tilia's sampléggrature, promotional materials to be
able to present the products' lines to potentistaaers

he should keep in a regular contact with the custsrand be willing to active seeking of
new buyers (preferably payers of VAT) and busireggsortunities

he will enters into legal contract with the custosyenediate the purchase order

sales representative should participate at the @&eusmetics exhibitions and trade fairs
he should be in close cooperation with the inteonal and marketing department of
Nobilis Tilia

he should provide a regular feedback to the Company

he should coordinate the schedules of deliveriegotioducts

sales representative will work on the commissiosidjabecause the samples and
promotional materials will be defrayed by Nobiligid, his commission rate will be 15 %
of his sales during the first year and 10 % folofeing years

he will NOT be responsible for collecting paymeantsl paying delivery costs
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7.2.9 Capital intensity of the Project

1. year

2. year

3. year

4. year

5. year

Receipts

Expected
revenues

250 000

550 000

900 000

1 300 0(

)0

2000

00

Support from
EU funds for
language
courses

40 000

Expenditures

Expected costs
of production

175 000

385 000

630 000

910 000

14000

Commission
paid to the sales
representative

37 500

55 000

90 000

130 00d

00

200 000

The Grliine
Punkt
certification

11 250

24 750

40 500

58 500

90 00¢

BDIH
certification

23 890

29 390

32 890

36 890

43 89(

Promotion of
Biophase in
high schools

7600

7 600

7 600

7 600

7 600

Promotion

activities in
pharmacies,
specialized
shops and

exhibitions

32 000

22 000

5000

5000

5000

Course
'‘Minimum
exportéra’

(Czech Trade)

2640

Language
courses

40 000

Translation of
promotional
materials, labels

4 900

Printing of
promotional
materials, labels

19 500

19 500

19 500

19 500

19 500

Transport costs

5500

12 100

19 800

28 600

44 00(¢

Insurance fees

280

280

280

280

280
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Profit (with
BDIH -70 060 -5 620 54 430 103 630 189 730
certification)
Profit (without
BDIH -46 170 23770 87 320 140 520 233 620
certification)

Profit

Figure 38 Estimated capital intensity of the Prajegource: Author's work

It is very difficult to estimate the revenues expecin next 5 years. Nevertheless, the
Company has already had an experience with exgoantivities. This can provide a frame
for the German market. The strategic goal of then@any is to reach a revenues of 200 600 €
(approximately 5 000 000 CZK) within five yearsesfporting activities into German market.
| proposed expected revenues according to preweapsrience as well as consideration of

marketing endeavour focused on German market.

Different products lines have different profit mag but the average level of margin is 30 %.
Expected costs of the production are derived froendstimated number of goods produced

and the average production costs per one product.

The sales representative will be paid on the cosinmnsbasis. The commission rate will be at
the level of 15 % from the annual sales made inr@ay for the first year and 10 % for the
following years. The Company reflects the fact ttina first year is the most difficult. The
future success of the exporting activity depends fgreat extend on the first year. In that
manner, the sales representative will be motivedadake as much sales in the first year as it

is possible.

BDIH certification is not a cheap matter. The mershg in BDIH Association costs 900 €
annually (approximately 22 390 CZK). An additiofe¢ represented by 1 % of the sales will

be required to pay as well.

Promotion of Biophase in high schools demands adtlé bottles of Biophase products per
student, per year. Average class is composed sfilents. Production of one bottle costs 95
CZK, hence the total costs will be 7 600 CZK. Préiotoactivities in pharmacies, specialized

shops as well as participation in exhibitions Wil held by sales representative; however, the

Company should pay the expenses linked to it.
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As mentioned before, there is no need of additictedf to be employed. The employee of
international department should speak fluently GarnEnglish language is required at least
from the employee of marketing department. Bothf stembers have a pre-intermediate
level of the demanded language. The language cstmdd be implicated into their working
hours. My suggestion would be Caledonian Schookkiprrovides its services in Usti nad
Labem region as well. Their lecturers are ablertwipe in-company classes. Nobilis Tilia
has applied for the financial support of EU Fundibg operational programs 2007-2013,
Human Resources and Employment, Priority Axes Hapiability) and the support has been
confirmed to full extent. The price for in-compalayguage lesson which lasts 45 min. costs
approximately 430 CZK. The project comprises orssd@ of English and German language
weekly for 5 employees. The same Company offerstasion services as well. Translation of
the promotional materials can be provided thersuggested exporting four SBUs into
German market; every SBU has its own propagationhare. Average brochure has 2 lists (4
pages) to translate; the estimated price for oge pathat size is 150 CZK. The translation of
labels of the products will costs 2 500 CZK.

Printing of promotional materials for German mar&ah be provided by TISK Krasna Lipa,
Ltd. Printing of 15 000 of leaflets as well as P&@# POS materials will costs approximately
18 000 CZK. Printing of labels for one year willst® around 1 500 CZK.

Transport costs of the products to Germany arevel@rirom the estimated number of
products sold. | suggest using services of the Gomgalled TOPTRANS EU, Ltd. which

offers surface, air as well as marine transpoit #stimated that during the first year Nobilis
Tilia will export the goods with the total weightt 460 kg. The supply of the goods is planned

to be provided 25 times during the first year.

| would suggest the Company to pay annually 280 @@kKan 'Insurance against the risk of
inability to fulfil and export contract' to The Eayi Guarantee and Insurance Corporation

(EGAP). This can contribute towards mutual confmewith the German customer.

"Pursuant to the new law on value added tax thiatecmto force upon the accession of the
Czech Republic into the European Union, i.e. orDB/2004, with respect to acquirers of
goods from the European Union member states theerduterm ‘export of goods' is

substituted by the term 'supply of goods into aeotimember statar the so-called ‘intra-
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Community transactions'." (Czech Tax Administrati@®06) Nobilis Tilia is the payer of
VAT from 2004. The sales representative will beeasko look for customers with the VAT
identification number as well. In that case, thpmw of goods to other country of European

Union is exempted from tax.

The BDIH certification is not required by law, t®mpany can decide whether to apply for
it or not. The difference in estimated profits galnwith using the certificate as well as
without using it is demonstrated in the Figure @8.the other hand, if the Company decides
not to apply for the certificate, the revenues gdirirom the exporting activities to the
Germany can be much lower than expected. | woulyesst Nobilis Tilia to apply for the
BDIH certificate, it is important from the markegipoint of view. On the assumption that the
Company will get the certificate, the anticipatadfpp will be gained in the third year of its
exporting activity to Germany. From the long-termim of view, supplying goods into

Germany can be profitable entrepreneurship.

According to the shortened financial analysis (Gbap4.2 Financial position of the
Company), Nobilis Tilia is financially stable firmith the sufficiency of financial resources

to enter into German market.

7.2.10 Elimination of possible risks

The forms of risks have been introduced in the ritgzal part (please see chapter 2.4.6
Drawbacks and risks of the global strategy). Figg9eshows the level of export credit risk of
the particular countries. Classification into 7eggiries describes the level of political and
commercial risk (0 — minimum risk level, 7 — maximurisk level). This country

classification is based on the results of the GguRisk Assessment Model and the payment

experience register of Export Credit Agencies.
Czech Republic as well as Germany are ranked ircéitegory 0, which means that those

countries have stable political situation, highome level and commercial risk insurance is

offered on the market principles.
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Category Example of the country

0 Czech Republic, Denmark, Germany, Great Britdi.A.
1 Thai-wan, Hongkong

2 China, Kuwait, Malaysia, Oman, Poland

3 Brazil, India, Mauritius, Mexico, Namibia

4 Estonia, Colombia, Uruguay, Lithuania, Philipgne

Vietnam, Dominican Republic, Kazakhstan, LatvigypiaNew

2 Guinea
6 Honduras, Tanzania, Georgia, Kenya, Madagascar
7 Venezuela, Zimbabwe, Haiti, Lebanon, Malawi

Figure 39 The country classification according e export credit risk;
Source: EGAP, 2010

Based on the recommendations of Businessinfo (28i@)Czech Trade (2010), | summed up

the list of steps to avoid different kinds of risks

- verification of German customers and partners erbisis of its bonding capacity

- avoidance of cooperation with the customers anthbas partners which do not carry out
its obligations (information can be provided by t@®rman companies as Buergel,
Creditreform, Dun & Bradstreet)

- selection the method of payment on the basis oFipere 10

- agreement on the price freezing of the price kgt®n negotiating about the issues of
price of the goods

- transfer of bureaucratic duties on the German saj@esentative

- abidance by German rules focused on packagingasgmiode, norms and certificates

- taking advantage of different forms of insurance

- arrangement of the clear conditions with the corgp@sponsible for the transportation

of goods to the Germany
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8. CONCLUSION

This master thesis deals with the topic of expgropportunity of Nobilis Tilia to Germany.
During the thesis development | have encounteréebizlation which specifies the proper
terminology used for this action. In this case, témen ‘export of goods' should be replaced by
'supply of goods into another member state' ar@i@ommunity transaction'. Due to the fact
that the entry strategy which reflects this aci®oalled ‘exporting’, | have decided to follow
this term. Professional publications abide by 'etipg' as well. Legislation can change from

day to day but economic theory will outlast.

The aim of this thesis is to evaluate whether Nsbillia, Ltd. should enter the German
cosmetics market or not. In case of favourable ansthe proposal of the best feasible
solution should be made. The thesis has been dividi® three main parts: theoretical,
analytical and project one.

The theoretical part deals with the literature egvfocused on different methods of analyses
of the company as well as strategic decision makimgll define the approaches which have
been used for elaborating of the analytical pahlte Framework of McKinsey has been
introduced in the analysis of internal environméikternal environment of the company can
be analysed by countless numbers of methods. Wiitsté theoretical concept of General
environment analysis written by Hitt, Ireland andddisson (2007) has been introduced.
Secondly, | have defined the theoretical framewafrltMAP analysis as well as Analysis of
industrial environment from the authors #Kevsky and Vykypl (2003). Industrial
attractiveness can be measured by various methiosgever, from the time Porter (1985) has
elaborated his Five Forces Analysis there is noraggh to compete on this field. The
theoretical basis of SWOT analysis, the crossrdatieinternal and external environment of
the company, has been introduced as well. PlusAnihatrix of SWOT analysis brought to
the attention by Vastikova (2008) represents tisé dtage of the analyses focused on the

company and its environment.

The approaches focused on strategic decision matapgesent the second half of the
theoretical part of the thesis. The fundamentahgipies of Strategy hierarchy have been
described on the basis of Meyer and Wit (2005). €aencompetitive strategies of Porter

(1985) supplemented by the Strategies of diffeagioth and Scope strategies of Mintzberg
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and Quinn (1991) have been introduced subsequeSthategies of entry represent an
important theoretical background for this thesibe Tistinction between international and
global strategy has been made. Foreign market entsges have been presented from
different points of view, however, the concept @l€&y and Scott (2000) has been followed in
the analytical part. Defining the possible advaetagnd drawbacks of internationalization

belongs to the inherent part of the thesis.

To answer the question whether to enter German ehark not, the analyses focused on
Nobilis Tilia Company as well as its internal andegnal environment are inevitable to be
done. First of all, I have introduced the Compéasglf — its line of business, the development
in the time and the product portfolio. Analysis MfcKinsey has brought many useful
findings. The Company has not defined its SBUsa{8gic Business Units) yet. The strategic
decision making has been made on the stochastis. bsbilis Tilia uses following
distribution channels - healthy lifestyle shopssroetic stores focused on natural & organic
products, beauty and massage salons and pharm@uiesto the fact that Nobilis Tilia
employs knowledge workers, develops its R&D Departtrand holds educational trainings,
the company can be considered as enterprise whereducation heads. However, there are
no regular trainings focused on education of th@leyees. The phrase 'Harmony with the
nature' represents the fundamental criteria fovatses and the principles. Financial analysis
has provided the findings which have acknowledded the Company is financially stable

and has enough capital to enter the foreign market.

According to NACE classification, manufacture ofspeetics provided by Nobilis Tilia is

ranked in the chemical industry. However, Europ€ammission distinguishes cosmetics as
an independent sector. The development of chenmdalstry in Germany together with the

trends of the industry in Europe provides an imgratrbbackground for understanding all the
consequences linked to the cosmetics industry. y&eal have shown the obvious trends in
buying patterns of the German customers: thereawigg demand after sun care products,
deodorants, anti-ageing and anti-cellulite productsmetics for men, 'masstige’ products as

well as technologically-advanced goods as selfitaporeams.

Germany heads if comes to sales of the cosmetitgikuropean Union. Due to the fact that
Nobilis Tilia produces natural & organic cosmetit® analyses have been focused primarily

on this field. Natural cosmetics represent apprexéty 4 % of total cosmetics sales. Taking
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this data into account together with fact that Gamnhas more than 80 million inhabitants,
entering this market constitutes a significant oppaty for Nobilis Tilia. 12 million
Germans declare its support for Lifestyles of Heahd Sustainability (LOHAS).

According to the Porter's Five Forces Analysis,rthiiral cosmetics market of Germany does
not seem very attractive. It is very easy to etitexy industry and establish a company. There
is high number of companies with the same focuslwhésults in the high bargaining power
of buyers. On the other hand, there are almostubstgutes. With the stipulation that the
Company will use its Czech suppliers, the powesugipliers will be relatively low. However,

if Nobilis Tilia decides to use German suppliedsis tfactor of the analysis will become

unfavourable.

PEST analysis can be summed up into few pointsreTlaee no possible threats or any
significant opportunities for exporting activitiea cosmetic industry from the point of
political factors. The economic crisis resulted2009 into a significant decline of GDP
growth, consumer expenditure and annual income.d¢usnfrom January 2010 are indicative
of better future. Positive and effective medicaatment together with working life shifted
towards less physical and demanding jobs causeéspduple are able to live longer. The
phenomenon of ageism has a significant impact ersgending habits focused on cosmetics.
The marketing strategy of Nobilis Tilia should el this trend. PEST analysis also showed
that there are around three millions people of iBlrkationality and approximately 280 000
with Arabian rootage. Analysis of Cultural Dimenssocreated by Hofstede (1998) has
discovered distinction between German, Czech andkiSiu behaviour characteristics.
Germans are highly influenced by packaging. MosNobilis Tilia's products have a tame
design, however, packaging in special purple glassch significantly protects the quality of
the product) makes the product much more attractive

SWOT analysis represents the starting point forftmeulation of the strategy. Plus/minus
Matrix of the SWOT analysis has identified the ¢alidactors for Nobilis Tilia. The most
important competitive advantage of the Companytsslong tradition (16 years of its
entrepreneurship) together with the image of edutanterprise. Company would like to
enter the German market, however, its web pagesoffely limited translation into English
and German language. This factor is regarded asntie influential weakness. Significant

opportunity is seen in the trend that people tenduy environmentally friendly goods and
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support the companies with respect to the natuse: €onsumer understanding of labels on

natural & organic products is considered to bentlost important threat for the Company.

Project part of the thesis summarizes the findgajaed from the analytical part and provides
a number of recommendations for the Company. Dubeddact that Nobilis Tilia has not set
its strategy yet, the proposals of strategic sgepsgoals on the corporate and business level
have been made. First of all, the strategic dioestifor the Czech Republic have been
introduced. Based on the analytical part of thesihid have recommended Nobilis Tilia to
take a strategy of expansion, to be specific teretite German market. The Company has
implemented the strategy of differentiation frone theginning of its entrepreneurship. My
suggestion is to follow the strategy of differetiba on the basis of the quality. As ensued
from internal analysis of Nobilis Tilia, there hagt been defined any division on the basis of
SBUs yet, hence | have proposed to create sixahihiThe marketing strategy focused on

individual SBUs has been introduced as well.

The reputation of the Company, the quality of iteducts, the technology used, the way of
manufacturing of the products and the capital isitgnhave represented the main factors
during selection of the proper entry strategy. Base these conditions, | have recommended
following the strategy of expansion using direcipasting as its entry mode with sales
representative as its business partner. The sitagggl concerning German market is to
attain a turnover of 200 600 €. It would not beeefive to start export by offering whole
range of Nobilis Tilia's products, hence only fe®% have been chosen. | have suggested
the Company to use the services of the organizatidnch support exporting activities in the
Czech Republic as well as in Germany, many diffieal considering the entry to the

Germany can be limited.

Selection of the proper sales representative festtive crucial role in the strategic decision
making. Hence | have suggested the list of requerémfor the selection process. There is no
need of additional staff to be employed, howevee tmployees of international and

marketing department should attend language co@@esnan and English language). Based
on the results of the analyses, the product linkead@iophase has the biggest potential to
succeed on the German market.
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The system of protection of the environment is vstyct in Germany. The Green Dot
certification (Der Grine Punkt) is not compulsohgwever, the goods are without this
trademark almost unsalable. Hence | have recomndetal@obilis Tilia to apply for this

certification. German customers prefer buying patguabelled by German certifications.
The certification gained in Czech Republic is fullid in Germany as well; there is no legal
need for Czech company to apply for the Germanfication. Nevertheless, labelling of
product by BDIH certification significantly influees the sales. Although this certification

demands certain costs, | have suggested Nobiiis thilapply for it.

On the assumption that the Company will follow thapecifications, the anticipated profit
will be gained in the third year of its exportingfigity to Germany. From the long-term point
of view, this step can represent a profitable gm&eeurship. If the Company develops a
strong position on the German market and Czechomests move ahead toward the
competitors, the revenues gained from exportingviies can buoy up the whole
entrepreneurship.

125



Bibliography

Books

[1] BARCLAY, A. Foreign Direct Investment in Emerging Economies:rpgooate
Strategy and Investment Behaviour in the Caribbéamdon, UK: Routledge, 2000.
279 p. ISBN 978-0-20346-311-6.

[2] BATTERSBY, G. and GRIMES, CHLicensing Update 2010Connecticut, U.S.A.:
Aspen Publishers Online, 2010, 720 p. ISBN 978-85B8330-5.

[3] BODDY, D. Management: an introduction2™ edition London, UK: Pearson
Education Limited, 2002. 598 p. ISBN 0-273-65518-3.

[4] BRATTON, J. and GOLD, Human Resource Management: Theory and Pracite
edition London, UK: Routledge, 2001, 432 p. ISBN89¥80583-862-6.

[5] CASSON, M.The entrepreneur: an economic theog)® edition Cheltenham, UK:
Edward Elgar Publishing, 2003, 271 p. ISBN 978-8%5910-5.

[6] DAFT, R. and MARCIC, DUnderstanding Managemer" edition Mason, U.S.A.:
South-Western, Cengage Learning, 2008. 720 p. I88B&4-56838-X.

[7] DALEY, W. and SCOTT, DA Basic Guide to ExportingMiddlesex, U.S.A.: Unz &
Co., Inc., 2000, 132 p. ISBN 978-0-78818-782-7.

[8] DOOLE, I. and LOWE, Rlinternational marketing strategy: analysis, devefegmnt
and implementationrMason, U.S.A.: South-Western, Cengage Learnin@82062 p.

ISBN 978-1-84480-763-5.

[9] ENARSSON, L. Future logistic challengesCopenhagen, Denmark: Copenhagen
Business School Press DK, 2006, 399 p. ISBN 97833@-170-0.

126



[10]

[11]

[12]

[13]

[14]

[15]

[16]

[17]

[18]

[19]

FERRELL, O. and HARTLINE, MMarketing Strategy4™ edition Mason, U.S.A.:
Thomson South-Western, 2007. 717 p. ISBN 978-0-822-5.

FISHER, S. and FISHER, [Export best practice: commercial and legal aspects
Sydney, Australia: Federation Press, 1998, 358BNI 978-1-86287-292-9.

FLOURIS, T. and OSWALD, SDesigning and executing strategy in aviation
managementAldershot, UK: Ashgate Publishing Limited, 20083 p. ISBN 978-0-
75463-618-2.

GRANT, R.Contemporary strategy analysis: concepts, techrigagplications 3°
edition Massachusetts, U.S.A.: Blackwell Publisher., 2000. 461 p. ISBN 0-631-
20780-5.

GRIFFIN, R.Fundamentals of ManagemerfiIh edition Boston, U.S.A.: Cengage
Learning, 2007. 528 p. ISBN 978-0-61891-707-5.

GRUNIG, R. and KUHN, RProcess-based strategic plannirgf edition Heidelberg,
Germany: Springer —Verlag, 2005, 380 p. ISBN 9734823-571-2.

HARVARD BUSINESS SCHOOL PRESSCreating a Business Plan: Expert
Solutions to Everyday Challengdgassachusetts, U.S.A.: Harvard Business School
Publishing Corporation, 2007. 121 p. ISBN 978-1-UP-385-6.

HASSARD, J. Sociology and Organization Theory: Positivism, Rigms and
PostmodernityCambridge, UK: Cambridge University Press, 1993 p8ISBN 978-
0-52135-034-1.

HILL, CH. and JONES, GStrategic Management Theory: An Integrated Approach
9" edition Mason, U.S.A.: South-Western, Cengageiagr 2009, 528 p. ISBN 978-

0-53875-107-0.

HIRTH, L. Cartels and Growth: The German Chemical Industiyordestedt,
Germany: GRIN Verlag, 2007, 64 p. ISBN 978-3-6323%-7.

127



[20] HITT, M., IRELAND, D., HOSKISSON, RStrategic management: competitiveness
and globalization 7" edition Mason, U.S.A.: Thomson Higher EducatiodQ2 452
p. ISBN 0-324-31694-1.

[21] HOFSTEDE, GMasculinity and femininity: the taboo dimensiomational cultures
California, U.S.A.: SAGE Publications, 1998, 238$BN 978-0-76191-029-9.

[22] HSU, C. and POWERS, Marketing hospitality 3¢ edition New York, U.S.A.: John
Wiley & Sons, 2001. 384 p. ISBN 978-0-47134-885-6.

[23] CHANDLER, A. and HIKINO, T.Scale and Scope: the dynamics of industrial
capitalism 7" edition Massachusetts, U.S.A.: Harvard UniverBitgss, 2004, 760 p.
ISBN 978-0-67478-995-1.

[24] JOHNSON, G., SCHOLES, K., WHITTINGTON, Exploring corporate strategys”
edition London, UK: Pearson Education Limited, 20622 p. ISBN 978-0-27371-
191-9.

[25] KARLSSON, CH., JOHANSSON, B., STIUGH,. mdustrial clusters and inter-firm
networks Cheltenham, UK: Edward Elgar Publishing, 20054 50 ISBN 978-1-
84542-010-9.

[26] KERKOVSKY, M. and VYKYPEL, O. Strategickérizeni: teorie pro praxiPraha,
Czech Republic: C.H. Beck, 2003. 172 p. ISBN 809¢4278.

[27] KOTLER, P. et al.Principles of marketing 5" edition London, UK: Pearson
Education Limited, 2008. 1020 p. ISBN 978-0-273Fb-B.

[28] LESCH, J.The German chemical industry in the twentieth asmtideidelberg,
Germany: Springer —Verlag, 2000, 472 p. ISBN 978Q236-487-0.

[29] LOWSON, R. Strategic operations management: the new competitidvantage
London, UK: Routledge, 2002, 325 p. ISBN 978-0-8-535-1.

128



[30] LUO, Y. Entry and cooperative strategies in internationalsimess expansion
Westport, U.S.A.: Greenwood Publishing Group, 198983 p. ISBN 978-1-56720-
161-1.

[31] LYMBERSKY, CH. Market Entry Strategies: Text, Cases and Reading§larket
Entry Managementdamburg, Germany: Management Laboratory Press3, 200 p.
ISBN 978-3-98121-620-2.

[32] MCcLOUGHLIN, D. and AAKER, D. Strategic Market ManagementGlobal
PerspectivesNew York, U.S.A.: John Wiley & Sons, 2010. 368 IBBN 978-0-
47068-975-2.

[33] MENNEN, M. Implications of the Ageing Population on the Phaceatical and the
Tourism Industry from a Marketing Point of VieWordestedt, Germany: GRIN
Verlag, 2010, 52 p. ISBN 978-3-64057-021-8.

[34] MEYER, R. and WIT, BStrategy synthesis: resolving strategy paradoxesreéate
competitive advantag@nd edition London, UK: Cengage Learning EMEA, 20069 4
p. ISBN 1-86152-965-1.

[35] MINTZBERG, H. and QUINN, JThe strategy process: concepts, contexts, calds
edition Mexico, U.S.A.: Prentice-Hall Internationdb91. 1083 p. ISBN 0-13-853813-
1.

[36] NELSON, C.Import / Export: how to get started in internatidrteade. 39 edition
New York, U.S.A.: McGraw-Hill Professional Publisigy, 2000. 320 p. ISBN 978-0-
07135-871-2.

[37] ONKVISIT, S. and SHAW, Jinternational marketing: analysis and strategg”
edition London, UK: Routledge, 2004, 594 p. ISBN89F41531-132-8.

[38] PENG, M. Global Strategy 2" edition Mason, U.S.A.: South-Western, Cengage
Learning 2008, 526 p. ISBN 978-0-32459-099-9.

129



[39]

[40]

[41]

[42]

[43]

[44]

[45]

[46]

[47]

[48]

PETERS, T. and WATERMAN, Rn search of excellence: lessons from America’s
best-run companie®New York, U.S.A.: Warner Book, Inc., 1982. 362 $BN 978-0-
44638-507-7.

PIKE, R. and NEALE, BCorporate finance and investment: decisions & sas
5™ edition London, UK: Pearson Education Limited, 80059 p. ISBN 978-0-27369-
561-5.

PORTER, M.Competitive AdvantagdNew York, U.S.A.: The Free Press, 1985. 557
p. ISBN 978-0-02925-090-7.

PORTER, M.The competitive advantage of natio@alifornia, U.S.A.: Free Press,
1990. 855 p. ISBN 978-0-02925-361-8.

PORTER, M.The Competitive Advantage of Nations (with a nexgword). New
York, U.S.A.: The Free Press, 1998. 896 p. ISBN-O38373-642-5.

RICARDO, D. and KOLTHAMMER, FOn the Principles of Political Economy and
Taxation 4" edition New York, U.S.A.: Courier Dover Publicai® 2004, 320 p.
ISBN 978-0486434612.

SHIMP, T. Advertising Promotion, and Other Aspects of Intégua Marketing
CommunicationsMason, U.S.A.: South-Western, Cengage Learniti§92 668 p.

ISBN 978-0-32459-360-0.

SMEJKAL, V. and RAIS, KRizeni rizik ve firmach a jinych organizacici® edition
Praha, Czech Republic: Grada Publishing, 2006 p308BN 80-247-1667-4.

SMITH, A. and SKINNER, A.The wealth of nations2" edition London England,
Penguin Classics, 1999. 602 p. ISBN 978-0-14043&15

STRICKLAND, A. Strategy: winning in the marketplace: core concgpisalytical
tools, casesOhio, U.S.A.: McGraw-Hill, 2004. 522 p. ISBN 0-@B8990-4.

130



[49]

[50]

[51]

[52]

[53]

SUTTON, C. Economics and corporate strategCambridge, UK: Cambridge
University Press Archive, 1980, 221 p. ISBN 97821-39-610-6.

TRACY, B. The 100 Absolutely Unbreakable Laws of BusinessceSscSan
Francisco, U.S.A.: Berrett-Koehler Publishers, 2@1® p. ISBN 978-1-57675-107-7.

VASTIKOVA, M. Marketing sluzeb: efektigha moderd. Praha, Czech Republic:
Grada Publishing, 2008. 232 p. ISBN 978-8-02472-921

WEBSTER, F.Industrial Marketing Stategy3® edition New York, U.S.A.: John
Wiley & Sons, 1995, 384 p. ISBN 978-0-47111-989-0.

YIP, G.Total global strategy?™ edition New Jersey, U.S.A.: Prentice Hall, 20039 2
p. ISBN 0-1301-7917-5.

Journal articles

[54]

[55]

[56]

[57]

[58]

BANSAL, N. Strategy is about competitive adtege — The Michael Porter Interview,
The Times of IndiagMumbai, 2008, May 6, pp. 19 — 20.

GALBRAITH, J. Strategy and Organization PlampiHuman Resource Management
1983, vol. 22, pp. 63 - 77.

KILLING, P. How to Make a Global Joint Ventul&ork, Harvard Business Review,
1982, May — June, pp. 120 — 127.

LEVITT, T. Marketing Success through Differeatton — of Anything, Harvard
Business Revievt 980, January — February, pp. 83 — 91.

LEVITT, T. The Globalization of Marketd;larvard Business Revie®w983, May —
June, pp. 92 — 102.

131



[59]

[60]

MOSCHIS, G. and FRIEND, S. Segmenting the gn&rices and usage patterns of the
mature consumer health-care marleternational Journal of Pharmaceutical and
Healthcare Marketing2008, vol. 2, pp. 7 — 21.

PORTER, M. The five competitive forces thdiape strategyHarvard Business
Review 2008, vol. 86, pp. 78 — 93.

Electronic resources

[61]

[62]

[63]

[64]

[65]

[66]

[67]

ASHURST.Recent amendments to German cosmetics[tavine]. 2004 [Accessed 8
August 2010]. Available atwww.ashurst.com/doc.aspx?id_content=1605

BBC NEWS,German presidential vote highlights Merkel weaknésaline]. 2010
[Accessed 9 July 2010]. Available attp://news.bbc.co.uk/2/hi/europe/10458064.stm

BUSINESSINFO,Welcome to Businessinfo.donline]. 2010 [Accessed 5 August
2010]. Available athttp://www.businessinfo.cz/en/

BUTI, M., Report of Directorate-General for Economic and FinanciAffairs -
Economic Crisis in Europe: Causes, Consequences Regponsegonline]. 2009
[Accessed 12 June 2010]. Available at:
http://ec.europa.eu/economy_finance/publicatiorsipation15887 en.pdf

COSMETIC BUSINESS,The Cosmetic Market in Germany 20(énline]. 2008
[Accessed 3 July 2010]. Available at: http://www.cosmetic-

business.com/en/showartikel.php?art id=1376

COSMETIC BUSINESSalverde organic cosmetics on of three most sushdéna
brands in Germany [online]. 2009 [Accessed 21 July 2010]. Availabéd:

http://www.cosmetic-business.com/en/showartikel3arp id=2002

COSMETICS BUSINESSStandards & Sustainabilityjonline]. 2010 [Accessed 20
July 2010]. Available at:

132



http://www.cosmeticsbusiness.com/technical/artisege/Standards___Sustainability/4
9781

[68] CZECH CHAMBER OF COMMERCERegionalni exportni mista Czech Trade
[online]. 2006 [Accessed 2 August 2010]. Available at:
http://www.komora.cz/podpora-exportu-a-zahranicrtiahy/regionalni-exportni-

mista-rem/reqgionalni-exportni-mista-1/regionalnipextni-mista/

[69] CZECHINVEST, About Czechinvest[online]. 2010 [Accessed 5 August 2010].
Available at:http://www.czechinvest.org/en

[70] CZECH TAX ADMINISTRATION. Information relatingo selected provisions of Act
No. 235/2004 Coll. for VAT payers. [online]. 200&\dcessed 8 August 2010].

Available at:
http://cds.mfcr.cz/cps/rde/xchg/cds/xsl/internadibax affairs 8648.html?year=PRE
SENT

[71] CZECH TRADE.Neémecky trh nabiziadu prileZitosti [online]. 2010 [Accessed 7
August 2010]. Available at: http://www.czechtrade.cz/reference/czechtrade-

media/nemecky-trh-nabizi-radu-prilezitosti/

[72] DER BLAUE ENGEL.Welcome to the Blue Angébnline]. 2010 [Accessed 7 August
2010]. Available athttp://www.blauer-engel.de/en/index.php

[73] DER GRUNE PUNKT.Der Griine Punkt— Duales System Deutschland GmbH
[online]. 2010 [Accessed 7 August 2010]. Availabd: http://www.gruener-

punkt.de/en/duales-system-deutschland-gmbh/comiptmly.

[74] EGAP.Country Classification[online]. 2010 [Accessed 12 August 2010]. Avaiéab

at: http://www.egap.cz/klasifikace-zemi/index-en.php

[75] ENDOCRINE DISRUPTER RESEARCHREACH |[online]. 2009 [Accessed 6
August 2010]. Available at:

http://ec.europa.eu/research/endocrine/activitesch en.html

133



[76]

[77]

[78]

[79]

[80]

[81]

[82]

[83]

EUROMONITOR, Germany — Country fact filgdonline]. 2010 [Accessed 20 June

2010]. Available athttp://www.euromonitor.com/factfile.aspx?country=DE

EUROPA, Member countries - Germanyjonline]. 2010 [Accessed 22 June 2010].

Available at:  http://europa.eu/about-eu/27-member-countries/cmsinember-

states/germany/index en.htm

EUROPEAN COMMISSION,Enterprise and Industry — Chemicals, Final Report
[online]. 2009 [Accessed 9 June 2010]. Available : at

http://ec.europa.eu/enterprise/sectors/chemidaisifinal_report/hlg_final_report_july

09.pdf

EUROPEAN COMISSIONVAT Rates Applied in Member States of the European
Union. [online]. 2010 [Accessed 24 July 2010]. Availableat:

http://ec.europa.eu/taxation customs/resourcesrdents/taxation/vat/how vat work

s/rates/vat rates en.pdf

EUROPEAN COMMISSION,Enterprise and Industry — Cosmetidenline]. 2010
[Accessed 10 June 2010]. Available at:

http://ec.europa.eu/enterprise/sectors/cosmetesihidf/industry-contacts en.pdf

EUROPEAN COSMETICS STANDARDS WORKING GROUEsmos [online].
2009 [Accessed 14 July 2010]. Available athttp://www.cosmos-

standard.org/docs/Cosmetics Organic Standard QGatiealpdf

EUROPEAN CHEMICAL INDUSTRY COUNCIL,The European chemical industry
in a worldwide perspectivgonline]. 2009 [Accessed 11 June 2010]. Availabte
http://www.cefic.org/factsandfigures/downloads/20f@report.pdf

EUROSTAT, Statistical Classification of Economic Activitiea ithe European
Community, Rev. 2 (NACE Rev. Pnline]. 2010 [Accessed 12 May 2010]. Available

at: http://ec.europa.eu/eurostat/ramon/nomenclatures

134



[84]

[85]

[86]

[87]

[88]

[89]

[90]

[91]

EXPORT DO SRNExport zbozi do &mecka [online]. 2010 [Accessed 6 August
2010]. Available at: http://www.exportdosrn.cz/40-prakticke-informacel265-

export-zbozi.html

FESYUKOQV, I., Strategie vstupu na nové trhjonline]. 2004 [Accessed 13 April
2010]. Available athttp://modernirizeni.ihned.cz/c4-10065460-14871480000_d-

strategie-vstupu-na-nove-trhy

FROST & SULLIVAN, Active Ingredients — Key Drivers, Constraints arftth{lenges
in European Market [online]. 2009 [Accessed 10 July 2010]. Availab#t:

http://www.in-
cosmetics.com/files/active ingredients in skin chost and sullivan.pdf

GERMAN BUSINESS PORTAL.German Cosmetics Industryjonline]. 2009

[Accessed 6 August 2010]. Available at:http://www.german-business-

portal.info/GBP/Navigation/en/Business-
Location/Manufacturing%20Industries/cosmetics-indydid=326086.html

GERMAN CHEMICAL INDUSTRY ASSOCIATION,English documenigonline].
2010 [Accessed 4 July 2010]. Available at:
http://www.vci.de/default2~cmd~shen~nd~.htm

GERMANY TRADE AND INVEST. Home [online]. 2010 [Accessed 6 August
2010]. Available athttp://www.gtai.de/EN/Navigation/nome/home.html

GLOBAL INSIGHT, A Study of the European Cosmetics Industry prepdoed
European Commission, Directorate-General for Entisgp and Industry [online].
2007 [Accessed 13 June 2010]. Available at:
http://ec.europa.eu/enterprise/newsroom/cf/docuraiem?action=display&doc_id=45

6l&userservice id=1

IN-COSMETICS, Germany, the Heartland of Natural Cosmeti¢snline]. 2009
[Accessed 5 July 2010]. Available at:  http://www.in-
cosmetics.com/page.cfm/Link=392/t=m

135



[92]

[93]

[94]

[95]

[96]

[97]

[98]

[99]

[100]

INTERNATIONAL CHAMBER OF COMMERCE INCOTERMS [online]. 2010
[Accessed 10 August 2010]. Available lattp://www.iccwbo.org/incoterms/

LAVERANA, Company [online]. 2010 [Accessed 21 July 2010]. Availaldé

http://www.lavera.de/

LEVITZ, D., Immigrants are Germany's future, says integratiaommissioner
[online]. 2010 [Accessed 25 July 2010]. Availablet: ahttp://www.dw-
world.de/dw/article/0,,5771335,00.html

LOHAS JOURNAL ONLINE,Lohas: What is itdonline]. 2010 [Accessed 22 June
2010]. Available athttp://www.lohas.com/

L'OREAL GERMANY, Investors trip [online]. 2009 [Accessed 13 July 2010].

Available at: http://www.loreal-

finance.com/ docs/fichiers contenu/0000000517/limrsstrip Germany June 2009

loreal-finance.pdf

L'OREAL U.K., 2010 Men’s Grooming Reporfpnline]. 2010 [Accessed 20 June
2010]. Available at:
http://www.loreal.co.uk/_en/_gb/pdf/LOreal_Mens_Gmang_Report FINAL.pdf

MINISTRY OF INDUSTRY AND TRADE, Financni analyza podnikové sféry v
prumyslu a stavebnictvi[online]. 2002 [Accessed 27 July 2010]. Availalkdé
downloadmpo.cz/get/26485/26467/293885/priloha001.doc

MINISTRY OF INDUSTRY AND TRADE, Zelena linka pro exportfonline]. 2006
[Accessed 2 August 2010]. Available attp://www.mpo.cz/dokument52232.html

NOBILIS TILIA, Tradiceceské aromaterapie Nobilis Tiligonline]. 2010 [Accessed
12 March 2010]. Available alittp://www.nobilis.cz/index.php?doc_id=63

136



[101]

[102]

[103]

[104]

[105]

[106]

[107]

ORGANIC MONITOR,The European Market for Natural Cosmetifsnline]. 2009
[Accessed 14 May 2010]. Available attp://www.organicmonitor.com/100260.htm

RESEARCH AND MARKETS,Cosmetic Chemicals - Global Strategic Business
Report [online]. 2010 [Accessed 7 July 2010]. Availableat:
http://www.researchandmarkets.com/reportinfo.adpta0&report_id=992766&9=c

osmetic%20germany&p=1

THE DEUTSCHLAND PORTALGermany at a glancdonline]. 2010 [Accessed 22
June 2010]. Available at:
http://www.deutschland.de/Home_page.23+M5208757 Balion|

THE EUROPEAN COSMETICS ASSOCIATIONCOLIPA Annual Report 2009
[online]. 2009 [Accessed 12 June 2010]. Available t: a

http://www.colipa.eu/publications-colipa-the-eurapecosmetic-cosmetics-

association.html?view=item&id=74

THE SUNDAY TIMES,Youthaholics: why we need new ageing role modiehdine].
2009 [Accessed 24 July 2010]. Available at:
http://women.timesonline.co.uk/tol/life and stylefwen/beauty/article6741843.ece

WELEDA, About Weleda[online]. 2010 [Accessed 22 July 2010]. Availalde

http://www.weleda.com/

WOLFRAM NORDSIECK,Parties and elections[online]. 2009 [Accessed 6 July
2010]. Available athttp://www.parties-and-elections.de/germany.html

137



The list of Figures

Figure 1 The planning and strategy hierarChy. . ......ovviiiiiiiiii e 22
Figure 2 Porter's GENEriC StrAt@QIES ....... o eeeeeerruuuiinniaaaaaaeeeeeeaaaeeeeeeeeeraeeeeeeeessennnnnn 23
Figure 3 Total Global Strategy .........cooiiiiiiiiie e 26
Figure 4 Differences between single country openatiand international operations ........... 28
Figure 5 Overseas Market ENtry: TranSaACHONS. muemuue . iveeeeeeeeeeeeiiieeeeiiiiiie e 29
Figure 6 Overseas Market Entry: Direct InveStment..............ccooeveiiveviiveiiiiiiiiceeens 29
Figure 7 Structure of @ UNITITUST ......euviiee e e e e e eeeeeees 33
Figure 8 Strategy Of NIy .. ... e e e e e eaaeees 35
Figure 9 The Advantages and disadvantages of diffeentry modes .............cccccvvvvnnnnnnn. 6..3
Figure 10 Comparison of various methods of payments..........ccccevvvvviiiiiiieiee e eeeeenn. 42
Figure 11 The logo of NODIliS Tilia, Ltd. ......cceeiiiieiiiiiiiiiiiiieee e e e e 44
Figure 12 Development of trading income in perié@@05 — 2009............ccovvvvvvvvrinnnnnnn. 49.
Figure 13 Recommended values of liquidity ratioS.............oeevvviviiiiiiiiiie e eeeeeeeeeeeeee, 49
Figure 14 Development of liquidity in period of ZDO2009...........ccovveviiiiiiiennine e 50
Figure 15 Division of sales in chemical INAUSELY...........coooviiiiiiiiiiiii e 53
Figure 16 Sectoral growth of EU chemicals (outl@OR7 — 2009)............coevvrrriirrnnnnnnnnnns 54
Figure 17 Growth of EU 15's Cosmetics and ToilstReoduct Categories............cccccevvvnnees 54
Figure 18 The Cosmetics Market of Western Europe Eountries ............cccoevvvvvvvevvvinnnnnnns 56
Figure 19 Hair care & Make-up — Regular producigesia 12 past months..............ccceeoueee. 57
Figure 20 Skin Care — Regular product usage inab2 months ..............ciiiiiiiiinneeeeenee 57
Figure 21 Men's cosmetic's usage in Germany in 2007...........cccvieiiiiieeeeeeeeeeeeeeieeeeen, 58
Figure 22 The personal care market in GerMany............euevuvreriiiiiniieeeeeeeeeeeeeeeeeeeeeeeee 59
Figure 23 Per Capita cosmetics spending by COUNLLY............coooeiiiiiiiiiiiiiiiiiies 61
Figure 24 Per price segmentation — Germany, Exaofpl@osturizers...........ccccceeeiiiienenenen. 62
Figure 25 Per price segmentation — Germany, ExaofBampoos ..........ccccceevvvvvviciinnnnnn. 62
Figure 26 Different logos of standards for natw@metics used in EUrope .........ccccceeeeenn.. 63

Figure 27 Conclusion of Porter's Five Forces Analyspplied on Industry of natural

COSIMEBTICS ..ttt e oo e et e ettt e ettt ettt s e e e e e e e e e e e e e e eeeeeebetbsas s e e e e e e e eeaeeeeeeeeensnnnnns 72
Figure 28 Economic indiCators, GEIME@NY.......cccceeeeererrrrrriiniiaaaeeeeeeeeeseeeseeeseennnnreeeenenne 74
Figure 29 Demographic indicators, GEIrMAaNY ......ccccceeerieeeeeeeereeeeeeeeeieerien s 75

138



Figure 30 The ageing of population in Europe - &ger skin care expenses per consumer in

20008 ... ————— 111112222 4o a1t tta e e e e ottt taaanarttetaaeeeaannrreaeeeaaanrraraes 76
Figure 31 Cultural Dimensions by Hofstede — CzeepWIiC ...............coevvvviiiiiiiincennn 18
Figure 32 Cultural Dimensions by Hofstede — Germany............cccceeevvevveeeeivvvnennnnnnnns 78
Figure 33 Cultural Dimensions by Hofstede — TUrKEY...........cuuvveeeiiiiiiiiiieeeeeeeeeveeeeeea, 79
Figure 34 Certificates held by Nobilis Tilia, Lt ..........ouuuuiiiiiiiieeeeeeeeeeeeeeieee 80
Figure 35 SWOT analysis of Nobilis Tilia, Ltd. wueee..cooiiiieiiiiiiie e 84
Figure 36 Plus/minus Matrix of the SWOT analySIS cuu....ueeiiiiiiiieeeeiieiieeeeeiiiivveeens 87
FIQUIE 37 The GreeN DOt .....uuueiiii oo oottt s s e e e e e e e e e e s aaaaaaaaaeaeeeeennnnnnens 112
Figure 38 Estimated capital intensity of the ProjecC........cccvviiiiiiiiiiiiiiic e 117
Figure 39 The country classification accordingtte eéxport credit risk.................ceeew 120
Figure 40 European Cosmetics and Toiletries Mark@009 — Sales Volume ................... 140
Figure 41 European Cosmetics and Toiletries Ingiistport Market in 2008 ................... 141
Figure 42 Purple glass packaging of Company's @itSdu............coovviiiiiiiiieiieinnnnnns vmmnas 142
Figure 43 Advertisement focused on Biophase profuet...............ccoovvviiiiiiiiiiiiinnneenn. 143

139



Appendixes

A. The European Cosmetics Market 2009

European Cosmetics and Toiletries* Market in 2009: EUR 69.5 billion
The European market represented almost one third of the global market

Mo Country EUR bBn
1 GERMANY 12.829
2 FRANCE 10.517
3 ALY 9.108
4 UK 8.855
5 SPAIN 4.502
&  METHERLANDS 2779
7 POLAND 2.361
8 BELGIUM/LUX. 1.850
¥ SWITZERLAMND 1.768

10 SWEDEM 1.29%

11 GREECE 1.375

12 AUSTRIA 1.233

13 PORTUGAL 1.292

14 NORWAY 1.0466

15 DENMARK 0547

16  ROMANIA 0.848

17 CIECHREPUELIC  0.835

18 AMLAND 0.808

17 HUNGARY 0.451

20 RELAND 0.581

21 SLOVAKIA 0.431

22 BULGARIA 0.254

23 LITHUANIA 0,197

24 SLOVEMIA 0.144

25 LATVIA 0091

26 ESTOMIA 0.088

*Value retail RSP, EUR bn; includes: decorativeraetics, hair care, fragrances, skin care and tmket

Figure 40 European Cosmetics and Toiletries Mamké2009 — Sales Volume;

Source: The European Cosmetics Association, 2009



B. The European Cosmetics Industry Export 2009

European** Cosmetics and Toiletries Industry Export Market in 2008: EUR 11.7 billion

Na  Country EUR rmn
1 FRANCE 44889
2 GERMANY 22722
3 UK 1031.9
4 [TALY 984.8
5  SPAIN 6721
& FOLAND 642.0
7  METHERLANDS 377.6
B BELGIUM/LUX. 293.6
§ SWEDEN 119.7

10 IRELAND 118.3

11 SLOVEMNIA 116.4

12 GREECE B4.3

13 DENMARK B5.9

14  CIECH REFUBLIC 74.6

15 AUSTRIA 63.2

16  HUNGARY 55.9

17 ROMAMNIA 53.2

18 BULGARIA 42.6

19 FINLAMD 7.7

20 FPORTUGAL 20.5

21 LATVIA 19.3

22 LTHUANIA 12.1

23 SLOWVAKIA 4.3

24 MALTA 3.3

25 ESTOMIA 2.8

26  CYPRUS 1.0

*»*EU 27

Figure 41 European Cosmetics and Toiletries InduBixport Market in 2008;
Source: The European Cosmetics Association, 2009



C. Purple glass packaging

2 |

Figure 42 Purple glass packaging of Company's pobstu
Source: Nobilis Tilia, 2010




D. Biophase product line

Zdenka
Zadnikova
herecka

Figure 43 Advertisement focused on Biophase produest
Source: Nobilis Tilia, 2010



