Marketing Penetration Strategy for “Super Tannery
Limited” in the Czech Market

Bc. Maia Tskitishvili

Master thesis Tomas Bata University in Zlin
2012 Faculty of Management and Economics




Tomas Bata University in Zlin
Faculty of Management and Economics

Department of Management and Marketing
Academic Year: 2011/2012

MASTER'S THESIS ASSIGNMENT

(PROJECT, ARTWORK, ARTISTIC PERFORMANCE)

Degree, First Name and Surname: Maia TSKITISHVILI

Personal Code: M100650

Degree Programme: N 6208 Economics and Management

Degree Course: Management and Marketing

Thesis Topic: Marketing Penetration Strategy for "Super Tannery

Limited” in the Czech Market

Thesis Guidelines:
Introduction
l. Theoretical part

o Compile theoretical background about marketing strategy and market
penetration. :

ll. Practical past

» Prepare complete analysis of the current market situation of leather
manufacturing companies in Czech Republic and to compare it with the "Super
Tannery Limited” company in India.

s Prepare a project for market penetration for "Super Tannery Limited" in Czech
Republic,

» Analyze the project using cost and risk analysis.

Conclusion




Thesis Extent: 70 pages
Appendices:
Farm of Thesis Elaboration:  printed/electronic

Bibliography:

ARMSTRONG, Gary and KOTLER, Philip. Marketing: an introduction. Ed. 7th, New Jersey:
Pearson Prentice Hall. 2005. 720 p. ISBN 0-13-142410-6.

CZINKOTA, M. R. and RONKAINEN, [, A. International Marketing. 8th Ed. OH, USA:
Thomson Higher Education, 2007. 720 p. ISBN 0-324-31702-6.

CHERNEV. Alexander. Strategic Marketing Management. Ed. S5th. Chicago, IL., Brightstar
Media. 2009. 290 p. ISBN 978-0-9825126-3-0.

KOTLER, Philip and ARMSTRONG, Gary. Principle of Marketing. 11th Ed. New Jersey:
Pearson Education, Inc. 2006. 768 p. ISBN 0-13-146918-5.

PERREAULT, D. William }r. and MC CARTHY, E. Jerome. Basic Marketing

A Global-Managerial Approach. Ed. 15th. NY: The McGraw-Hill Companies. 2005, 793 p.
ISBN 0-07-252523+1.

Thesis Supervisor: Ing. Michal Pilik, Ph.D.
Date Assigned: 26 March 2012
Thesis Due: 2 May 2012

Zlin, 26 March 2012

bt

prof. Dr. Ing. Drahomira Pavelkova
Dean

(\\ i !/
s Zoe
Ing. Pavia Stafikova, Ph.D.
Head of Department




BACHELOR’S/MASTER’S THESIS
AUTHOR STATEMENT

1 hereby acknowledge that:

+ Upen final submission of my Bachelor’s/Master’s Thesis, I agree with its publishing
in accordance with Act No. 111/1998 Coll., on Higher Education Institutions and on
Amendment and Supplements to Some Other Acts, (The Higher Education Act),
without regard to the defence result';

s My Bachelor’s/Master’s Thesis will be released in electronic form in the university

informatinn cvotem
WMIorMAlIen sysem,

o To my Bachelor’s/Master’s Thesis fully applies Act No. 121/2000 Coll, on
Copyright, Rights Related to Copyright and on the Amendment of Certain Laws
(Copyright Act) as subsequently amended, esp. Section 35 Para 3%

o In accordance with Section 60° Para 1 of the Copyright Act, TBU in Zlin is entitled to
enter into a licence agreement about the use of the Thesis to the extent defined in
Section 12 Para 4 of the Copyright Act;

! det No. 11171998 Coll,, on Higher Education Institutions and on Amendment and Supplement to Some Other Acts (Higher Feucation dct),
as amended by subsequent legislation, Section 47b Providing Public Access to Theses:

¥ Higher education institutions are obliged to make public, ai no profit to ih Wves, the d i, Master's, Bachelor's and adv d
Master's (“rigorons ") theses that have been defended at their instiutions, including the readers’ reports and resulis of the defence. The
institution will do this by making available a database of these theses. The means of providing arcess 10 these theses is stipulated in the
internal regulations of the higher education institution.

 Doctoral, Master's, Bachelor's and advanced Master's {“rigorous” theses that have been submiitted by candidates for deferce mnst
also be made available 1o the public at least five days before the defence at a place designated for this purpose in the internal
regulations of the higher educations institution, and where this is not the case, in the department or other place at the higher education
institation where the defence of the thesis will be taking place. Any individual is entiled, ar his'her own expense, fo make extracts,
copies or photocopies of theses ihus made ovailuble.

“ By handing in a thesis, its author atomaticatly gives assent fo its being made public pursnant 1o the provisions of the Act, irrespective
of the result of the defeiice.

*det No. 12172080 Coll., on Copyright, Rights Related to Copyright and on the Amendment of Certain Laws {Copyright Act} as subsegquently
amended, Article 35 Para 3;

® Copyright shall aiso nat be infringed by the school or school ar educational establishment {f they use for non commercial purposes for
their own imternal needs a work created by a pupil or student as a pari of their school or educational assignments ensuing from their
legad relationship with the school or school or edicational establishment (school work).




o In accordance with Section 60° Para 2 and 3, I can use my Bachelor/Master’s Thesis,
or render the licence to its use, only with the prior expressed written agreement of
TBU in Zlin, which is in such case entitled to require from me appropriate financial
compensation to cover the cost of creating the Bachelor/Master’s Thesis (up to the
total sum);

¢ If the software provided by TBU or cther entities was used only for study and research

purposes (i.e. for non-commercial use) in the development of the Bachelor/Mastet’s
Thesis, it is not possible to use the Bachelor/Master’s Thesis commercially.

I herewith declare that:
e [ have created this Bachelot/Master’s Thesis on my own and cited all used sources;

s The contents of the Bachelor/Master’s Thesis handed over are identical with the
electronic version entered in the IS/STAG.

ain L Apetiord L ﬂf;ﬁaﬂk@@a ...................

date signature



ABSTRAKT

Nejvétsi indicky vyrobce koZzené Super Tannery Limiteth&aje svoji penetréni strate-

gii nejednu z nejvyhodijSichasti Stedni Evropy, kterou j€eskéa republika.

Indicka spolénost ma velké zkuSenosti s pronikanim na Zgkétrhy a hleda nové trhy k
zahajeni svéinnosti otewenim zcela novych zastoupeni a padov srdci Evropy.

Cilem této prace je zpracovat kritickou a hloubkowsmnalyzu sotasné situace Ceské
republice, se za#ienim se na existujici spoleosti v oblasti kozefiné vyroby a prezen-

tovat aktuélni potenciél zenpro odhad vstupu noveho subjektu na trh.

Kromé toho, identifikovat pipadné hrozby, kterym iie spolénost Super Tannery Limi-

ted mohouwelit v budoucnu.

Klicova slova: pronikani na trh, makroptesti, polohovéani, globalizace, marketingovy

mix, konkurence.
ABSTRACT

The biggest Indian leather manufacturer Super Tignbenited has targeted its market
penetration strategy in one of the most advantageau of Central European country i.e.

Czech Republic.

Indian company is well experienced in overseas pigsknetration and seeking new mar-
kets to start its operation with opening branchicefitvarehouse (in the heart of Eu-
rope/targeted market).

The aim of this thesis is to convey the crucial dedp analysis of the present situation of
Czech Republic, distinguishing the existing leatm@amnufacturer companies’ and to study

current potential of the country for estimating #ueessibility of new market entrant.

In addition, to identify relevant threats that Smiay face in the future.

Keywords: legal background, project implementatimayket penetration, macro environ-

ment, positioning, globalization, marketing mixt@atial competitors.
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INTRODUCTION

Globalization progressed significantly in the pastade, facilitated by modern transporta-
tion, communication and improved legal infrastruetgimilarly political choice to con-
sciously open markets to international trade andnte. Included in this wave were the
efforts of companies to broaden the geographidreatheir products.

This project focuses on Eurasian countries, Indd the Czech Republic. The Czech Re-
public, located in the center of Europe, known &eart of Europe. After 75 years, in the
1993, country peacefully split from Slovakia. Ase€hk Republic is not a part of Euro
zone, it has own currency named Czech koruna/Caestm.

Officially the Republic of India is a country in Gi-Asia, the- most populous democracy
in the world. It is the seventh-largest country dgographical area and the second-most

populous country with over 1.2 billion people.

The purpose of this Master Thesis is to prepareoge@ of penetrating the Czech market

by the Indian leather manufacturer Super Tannemyited.

The reason of choosing the leather manufacturepaosn Super Tannery Ltd. is that it is
the biggest and very successful leather manufactaréndia. Company is running on
40.000 sg. m plot of land successfully and growdagstantly. Company has four overseas
offices: in United Kingdom, China, Malaysia and téai Arab Emirates. Company also
has its business from a variety of countries. Tikei$ as follows: Australia, Indonesia,
Hong Kong, Taiwan, Vietnam, Bangladesh, Russia,alsle; and European Countries
(France, Germany, ltaly, Slovakia, Czech Repulic)ealso in Brazil, Peru, Chile, USA,

Finland, Norway, Tunisia, South Africa, Iran andu8iaArabia.

However, penetrating big countries such as Ching@add also rest two countries, Czech
Republic will be an important step in terms of gpfirstly in Europe and then going glob-
ally.

The reason of choosing the Czech Republic is dation in the Central Europe and a po-

tentially big and advantageous market.
The forthcoming project is consisted of the follagiparts:

Theoretical part will focus on marketing strategarket positioning, global trends, inter-

national marketing and communication. It will focas major steps crucial for market
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penetration, providing analysis behind the entrydeso Accordingly, it will highlight the
managerial awareness for conducting appropriatlysiaan order to reach global success.

The analytical part will introduce a complete pi@fof the Indian leather manufacturer
Super Tannery Limited, followed with the detailetalysis of the Czech Republic, con-

taining all major players in the leather manufacigisector current in the Czech Republic.

It will be helpful for readers to see the simileest and differences existing two countries’
players. This part will be contained with analysifsboth, the company and the environ-
ment, identify the threats and uncovering oppotiesy along with the suggested ways to

gain strength and to maintain a competitive pasitio

Lastly, a project for penetration strategy for Supannery Limited in the Czech Market
will be laid out, conveying the leather manufactisr@ew strategic objectives for the new
market, choice of an entry mode, and the determoimaif all legal requirements where
company will operate. The project will be followedith the draft of necessary steps and
careful points as a part of Super Tannery Limitesdiategy in the Czech Republic. Last
part of the project will introduce cost analysisgys to eliminate the risks and will intro-

duce the time analysis.

Overall, the aim of this master thesis is to shioat tifter deeper market research of current
situation in the Czech Republic, penetration byesufannery Limited is reasonable and
worth conducting project.
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1 MARKETING

The main concept of marketing is linking producteomd consumptionlo build customer
relationships based on customer satisfaction aheeyahich is the core of modern mar-
keting. It is crucial for every organization - largr small, for profit or non-for-profit, do-
mestic or global to achieve success (Kotler andeKeRP011). Marketing is much more
than selling and advertising. It is marketing whiofluences on our daily life. It provides
all-embracing choices of service and goods we @msehRadio we listen, the Internet we
use, TV programs we use, supermarkets where wealbppssible due to marketing (Can-
non, et al., 2008). Overall, marketing is everysnele, not just that of a marketing de-
partment‘marketing is too important to be left to the matikg department” said David
Packard, he co-founder of Hewlett-Packar@oyle, 2011).

Marketing covers all of the activities crucial toowe a product from the producer to the

consumer. Seems like a bridge from the productré@onsumer.

1.1 Marketing Process

Mainly, marketing process comprised four steps alhcire completed with the goal of
creating value company’s target customers. Sommegits of the steps are performed con-
tinuously, such as monitoring the marketing envinent. Some are done annually, such as
the annual development of a marketing communicatiplan. In the end, some of the
steps, if done correctly, should last for decadash as segmentation, targeting, and posi-
tioning (Kotler and Keller, 2011).

' Monitoring .
and
Control

Creating
Target
Customer

“ Marketing

Scanning :
‘the Marketing
Environment

Marketing .

Tactics: Strateqy
Marketing <:| - Segm entation,

Mix
Developm ent -

. Targeting &
. Positioning

Figure T Marketing Process

(Source: J. Hargrave on marketing, 2011)
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2 MARKETING STRATEGY

Marketing strategy covers of marketing objectivesiolv are accomplished by careful
analysis, planning and implementation and detersna¢arget market and a related mar-
keting mix. It is a big picture of what a firm hasdo in some market. On the whole, two
complementary parts are needed: first, a targeketasimilar group of customers to
whom a company is willing to appeal and secondasgeting mix- the manageable varia-
bles the company puts together to satisfy thistaggoup (Perreault and McCarthy, 2005).

Produc

Target mar-
keting

Market )
Profitable

customer

ralatinnchii

Positioning

Promotion

Figure 2: Marketing Strategy
(Source: Armstrong and Kotler, 2011)
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From above figure, to maintain profitable customaationship companies must spend
effort on three main major processes: market setatien, target marketing and market

positioning.

2.1 Marketing Mix

The most important tool in marketing strategy igketing mix, which has become known
as the four P’s model and the key ingredients bpmoduct, price, promotion and place. It
is very beneficial for marketers to penetrate ia tharket. To create the right marketing

mix, businesses have to meet the following conadsias it is shown below:

Product: the features and Price: how much customers pay
appearance of goods and services for a product

Marketing Mix
Promotion: how customers are Place: the paint where products
informed about products are made available to customers

Figure 3 Marketing Mix

(Source: bbc.co.uk)

No one element of the marketing mix is more imparthan another- each element ideally

supports the others.
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2.2 PEST Analysis

A PEST analysis is a business measurement toolT FE8n acronym for Political, Eco-
nomic, Social and Technological factors, whichuised to assess the market for a business
or organization unit. PEST analysis also can bel tiee business and strategic planning,
marketing planning, business and product developraed research reports. As PEST
factors are crucial external, completing a PESTlyasmais helpful prior to completing a

SWOT analysis (Businessballs.com).

2.3 SWOT Analysis

SWOT analysis is using for better understandingmgfanization’s strengths and weak-
nesses and to match them to the opportunitieshardts present in the marketplace. It is a
simple but effective method by which organizati@as determine their current position
and then develop strategies to take effective ag¢Ranchhod, 2005).

Helpful Harmful
to achieving the objective to achieving the objective
cf
oDF
1= |
Os
=& Strengths Weaknesses
B
=¥
28
=3
ck
e
=i Opportunities Threats
28
Wi

Figure 4 SWOT Analysis
(Source: Wikipedia.org, 2012)
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Strengths and Weaknesses

SWOT analysis deals with the key strengths and nesdes that an organization possesses
in terms of products and services, distributionncteds or brand imagé&The list can be
endless, but it is often useful to link the streaesgind weaknesses to specific areas within
an organization, such as human resources, finamagketing or operations{Ranchhod,
2005).

It is important to constantly evaluate the stresgihd weaknesses of marketing group to
ensure marketing budget are being spent wiselycanapany is getting the exposure it

need to properly compete in their industry.

Opportunities and threats

Opportunities and threats are external factorsragdire an external analysis. It represents
changes or developments in the world around compaatymay present new growth op-
portunities. For instance, introduction a new tedbgy, a change or loosen of regulation

and etc.

Threats come from the external environment, thexehihe potential to blindside compa-
ny’s viability. Company needs to be on the outldok changes and developments in the
external environment so that it is not caught upared.

2.4 Porter Five Forces

Michael Porter provided a framework that modelsratustry as being influenced by five
forces. The strategic business manager seekinguelap an edge over rival companies
can use this model to better understand the ingustntext in which the firm operates

(quickmba.com).
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Threat of new entrants

: COMPETATIVE :
Bargain- Bargain-

. RIVALRY .

ing power s ing power
of suppli- of buyer:

e

Threat of substi-

tute product

Figure 5 Five Forces Model
(Source: Doyle, 2011)

If rivalry among companies in an industry is loWwetindustry is considered to be disci-
plined and this discipline will result from the ungtry’s history of competition, the role of
a leading company, or informal compliance with aegally understood code of conduct
(Doyle, 2011).

2.5 Market Segmentation

Market segmentation is a process with two stegd)ohaming broad product-markets and
(2) segmenting these broad product-markets in dadiglentify target markets and develop

reasonable marketing mixes (Perreault and McCa20g5).

In effective market segmentation, the first stegplwes naming a broad product-market of

interest to the company. Market segmentation aradst) homogeneous group of custom-
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ers who will answer to a marketing mix in a simikay. The most crucial way to meet the
needs is to divide the market into segments andrdicy to that select the best segment
which provides the better opportunity for achievommnpany’s objectives also satisfy con-
sumer needs.

Below on the table is shown several ways of segatiemt (Armstrong and Kotler, 2011).

Table 1: Market segment

Geographical Region, country, city, state, province, suburb

Demographic Age, income, sex, gender, consumer prefer-

ence, ethnicity

Behavioral Needs, thought, brand loyalty, usage rate, bene-

fit sought, occasions, required information etc.

Psychographic Activities, opinions, interests, attitudes anc|

values

(Source:Armstrong and Kotler 2011)

The segmentation process is based on the idedhihadffectiveness and capability of a
company’s marketing activities can be improved dpyoring the nonessential differences
among customers within each segment and treateggtbustomers as if they were a single
entity. Thus, through segmentation, the companyredace the heterogeneity (i.e., diver-
sity) in the marketplace and related to rather mahber of customer segments (Chernev,
20009).
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2.6 Target Marketing

The concept of target marketing is that those wigotargeted show a strong attraction or
brand loyalty to that particular brand. Target nesirkg provides a focus to all of compa-
ny’s marketing activities. It makes the promoti@nicing and distribution of company’s
products and/or services easier and more costtieec

If company does not have enough capacity of reesuand cannot manage to satisfy the
consumers of one whole segment might decide tor exntie-segment or market niche,

which is narrowly defined group of potential custas(Kurtz and Boone, 2006).

2.6.1 Strategies for Reaching Target Markets

For the company’s marketing success, marketers dawalop strategies that will be best
match to their company’s product offerings to tleeas of particular target markets. There
are four basic strategies for achieving customisfaation as follows:

Undifferentiated marketing

It is also known as mass marketing which is not mam today. It focuses on producing a
single product and marketing it to all customenstdrms of production viewpoint, undif-
ferentiated marketing is crucial, due to the stratalso brings typical dangers. Whenever a
firm attempts to satisfy everyone in the markethwohe standard product may suffer if
competitors offer specialized units to smaller segts of the total market and better satis-

fy individual segments (Kurtz and Boone, 2006).
Differentiated marketing

The company with product variety which has différerarketing mixes to fit many seg-
ments and consumers is called differentiated meadgeProviding of customer’s satisfac-
tion it generates of high sales for the companyly@me disadvantage of differentiated
marketing is that it increases costs because eadugt needs specific arrangement, raw
materials, storage place and also promotional ¢6stdz and Boone, 2006). However, by

using this strategy firm can target categoricat@uers and overall can stay competitive.
Concentrated marketing

It is also known as niche marketing and companudes on profitably satisfying only one

market segment. Mainly, small companies adoptdtretegy because of lacks of financial
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resources and due to the small segment it can erdw@us if new competitors started to
capture the segment (Kurtz and Boone, 2006).

Micromarketing

The fourth and last targeting strategy is more owally focused that concentrated market-
ing. It targets customer individually. The salesmeacks potential buyers at very first
stage, such as specific occupation, lifestyle oat®a code. The Internet may allow mar-
keters to make micromarketing more effectively. yaéso can follow customers by track-
ing their personal information and can offer thedurcts directly via email. Despite, mi-
cromarketing may cause a company to lose sightleraeachable markets (Kurtz and
Boone, 2006).

2.7 Market Positioning

Positioning is all about ‘perception’. It is a pafué tool that allows company to create an
image. Company’s position in the market place es®lvom the defining characteristics of
company’s product. There are four primary elememtgositioning: quality, service, dis-
tribution and packaging. Positioning is companysnpetitive strategy with identification
of strongest strength and use it to position ovwadpct (http://tenonline.org).

The term of positioning can be used in two obvioastexts: desired positioning, which
reflects the company’s positioning goal with regpeca particular offering, and actual
positioning, which reflects customer’s perceptiohshe offering. Naturally, in spite of a
company’s efforts to create a certain image innineds of its target customers, these cus-
tomers might have formed a very different percepid the benefits of the company’s
offering. Hence, the success of a company’s pasiig strategy will be measured by the
overlap of the company’s positioning goal and cos’ perceptions of the offering
(Chernev, 2009).

All companies with their suppliers, marketing imbediaries, customers, competitors, and
publics all are operating in a macro environmerfoodes and tendencies that show oppor-
tunities and pose threats. These “non-controllafidetes ought to be monitored by the
company in which they must respond and typicalbjude: political, social and economic

forces; demography; cultural forces, and environnioyle, 2011).
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The environment encirclements the company can bered and internal, the belated of
which deals with processes within the company. ldeme can view the company as a
composition of various sub-systems, which mustdreesponded for effective functioning.

It is noteworthy to mention that the way internedqesses are conducted with some influ-

ences and speed of companies dealing with exteactairs (Wetherly and Otter, 2008).

2.8 Social-Cultural Environment

In international operations is one of the keysuocess is assimilation, which is the pro-
cess to become familiar with and adjusting to certalture. The main in this process is to

handle differences in values, behavioral pattenusadtitudes.

For better understanding of global segments, markehust study the social-cultural envi-
ronment, or dimension of behaviors and relatiorshpwhich people involve to under-
stand the main drivers for certain behaviors, tal fout existing similarities or the ways
how to achieve them through marketing. It is likeimteraction bridge between the society

and business (Czinkota and Ronkainen, 2007).

2.9 Economic and Demographic Environment

Before penetration the new foreign market, it igc@l for the company to find out the
extent to which the country accepts aforementicergdy and it will be estimated by ana-
lyzing the degree of foreign direct investment adecw to industries in a given market,

together with the rules of carrying out such inuestts.

Evaluation process of a foreign market environniegins with examining economic vari-

able about the size and nature of markets. Populdiggures must be subcategorized ac-
cording to age, income, ethnicity, education lewagld many more, in order to take a better
advantage of the analysis and make suitable profextOverall, shows specific character-

istics of population’s specific markets, dependlmmarketer’s interest.

The next essential economic indicator is the puwsitigapower- function of income, sav-
ings, prices and credit availability. Income is thest decisive indicator of market poten-
tial for the majority of products and services.spite of, to gross national products, mar-

keters must further knowledge about income distidou(Czinkota and Ronkainen, 2001).
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2.10Financial Environment

To find how to operate in international market camp must analyze financial environ-
ment and find ways how to enter within its demarialshe international business company
can meet the main financial risks as fallow: conuiady political, foreign exchange risks
and others such as those related to inflation.eXptanations are below as fallow:

(a) Commercial risk, which is arising from a posdgipthat an overseas borrower will not
fulfill repayment commitments owing to bankruptcy ather business events. (b) Non-
commercial, or political risk, refers to risks otltban commercial factors such as war,
internal turbulence and governmental interferemzbthe losses brought about to investors
in their investment. (c) Foreign exchange riskresated because of movement in exchange
rates and usually affects businesses that expdrommmport, but it can also affect inves-
tors making international investments. For instarfamoney must be converted to another
currency to make a certain investment, then anpgésin the currency exchange rate will
cause that investment’s value to either decreasacoease when the investment is sold

and converted back into the original currency.

Furthermore, by modifying risk can be avoided alrency —related risk, such as incurring
local debt, manipulating terms of import and exgmayments while expecting certain cur-
rency fluctuations, or by risk shifting, such asessing futures and options (Czinkota and
Ronkainen, 2001).

2.11International Political and Legal Environment

No business entity can ignore the regulations anitips of the country. Unconcerned of
the location, companies are affected by governmelities and the legal system. Howev-
er, these regulations cannot address internatior@@keting issues (e.g. minimum wage
legislation, restrictions on promotion, the costdoimestic safety regulations), they might
have a efficient impact on a company’s opportuiitysucceed. Likewise, political deci-

sions can effectively impact businesses eithemapkng or restraining certain activities.

Companies might face serious limitations aimecdht@rnational players through export and
import controls, necessity of licensing, tariffsdasthers. For stimulation of domestic in-
dustry development, rarely but, countries cut wiports from some products. Due to polit-

ical pressures in some countries, governments @gntices on imported products, mostly
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in sectors considered to be sensitive from polifeant of view, such as food and health
care. In this case, exceptionally if the countrffess from high inflation or frequent de-

creases the international firm can be obliged @p #is operations or continue at a loss. At
the same time, home countries can apply speciallaggns about ensuring the interna-
tional business behavior of their companies areedwarthin ethical, legal and moral

boundaries. In spite of it is very difficult to uerdtand properly another country’s political
and legal system fully; the manager must try tokweith people who understand how

foreign company can operate within this systemrikatia and Ronkainen, 2001).
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3 GLOBAL STRATEGIC PLANNING

Global Strategic Planning is a process of evalgaiire external and internal environment
by multinational organizations, through which thegt their short-term and long-term
goals; they implement a particular plan of actiorathieve those objectives. GSP is dis-
similar from normal domestic strategic planningeda, in this case, organizations consid-
er internal as well as external environments. i, fdne external environment is more suf-
ficient to consider when are operating at a gldbatl because at a domestic level compe-
tition is very optimized and directional, but atadmational level the competition is neces-
sarily important to be considered, otherwise swaMs not at all possible at global level

(thegeminigeek.com).

3.1 Product and Service Management

Product and/or services are the inner point of mayketing campaign. Product lines must
be managed for the biggest possible effect locedigionally and globally. The measuring
for product adaptation affect is most common urmptggkaging, labeling, instructions and

sometimes logos or brand names (Czinkota and Ro@kaR001).

Product management is an activity of product owmprsfrom conception to de-

standardization. Its function promotes efficienafifectiveness and team harmony
throughout the organization. In a world class besshenvironment it is paramount for new
products to achieve all expectations, successhduit Management is a Key success fac-

tor in making this happen (productmanager.co.uk).

Products and services collaborate and complement ener. Managers must know that
different target groups will often view productigiee syntheses in different ways and us-
age type will influence evaluation of the marketeahg. For instance, 15 minutes delay
will be evaluated adversely by a person arrivingiatfinal destination at a time when by a
person who is under threat to miss the next tidemce, for stimulating demand, adjust-

ment possibilities can be used as strategic t@amkota and et al., 2005).
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3.2 International Pricing

The price that a company has to charge in speaéantry depends on many factors, in-
cluding economic conditions, law and regulatior@npetitive situations development of
the wholesaling and retailing system. Consumergpeiens and preferences also will be
different from country to country, calling for d#ffent prices and company also will have
different marketing objectives in various world kets, which require changes in pricing

strategy (Armstrong and Kotler, 2011).

3.2.1 Export Pricing

To establish an overseas price, company need tsid@nmany of the same factors in-
volved in pricing for the domestic market. Thesetdas contain competition; costs such as
production, packaging, transportations and handimgmotion and selling expenses; de-
mand for company’s product/service and the maxinpuice that the market is willing to

pay (susta.org).

3.2.2 Foreign Market Pricing

Pricing within individual markets and foreign matrk®icing can set and driven by: (a)
objectives of the corporation, (b) expanses, (c)ketaconditions and consumer behavior,
(d) structure of the markets, and (e) environmecdahpulsion. These features differ from
society to society and thus, the pricing policiésnternational corporations must vary re-
spectively (Czinkota and et al., 2005).

3.2.3 Transfer Pricing

Appropriate establishment of transfer pricing helpmpany to achieve competitiveness in
the international marketplace, manage cash floaduce taxes and tariffs, minimize for-

eign exchange risks and avoid conflicts with gowgents and many internal concerns.

There are two choices to set transfer prices.,Rhistcost approach, using a calculated cost

and adding a markup and second, the market prippoaph, which is based on market
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selling price, and the products are sold for thiadtepminus some discount to allow profit

for the buying division (Czinkota and RonkainenQ2p

3.3 Marketing Communications Strategy for Promotion

For promotion the company, the international manketnhanager must specify systemati-
cally a communication strategy. Promotion helps jgany for communicating information
between the seller and potential buyer and othreted channel to influence attitudes and
behavior. Managing the communication aspect offéering involves six key decisions as

follows:

Goal

I

Message

I

Media

I

Creative solution

I

Implementation

I

Control

Figure 6 Planning a Communication Campaign

(Source: Chernev 2009)
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= The goal identifies the criteria to be achieved by the comioation campaign
within a given time frame.

» Themessagealetermines the information to be communicateciget customers.

» Themediadescribes the means used by the company to cotsveessage and it
involves three aspects: budget, media type andisiting.

= Thecreative solution involves the execution of the company’s messagegiven
media with appeal type (e.g., information-basemiotion-based) and execution
style (e.g., text, format, and layout).

» Theimplementation aspect of marketing communications identifies dogs and
the timeline of executing the message, media, asatize decisions.

= Thecontrol involves evaluating the success of the commuminatampaign with

respect to achieving its goals (Chernev, 2009).

3.4 Social Responsibility

Being socially responsible means people and orgéinizs must behave ethically and with
sensitivity toward cultural, social, economic anmivieonmental issues. In international
business, one must remember that social respahstlifers from culture to culture. Only
the common concept is to address the overall sdceEtonomic and environmental needs.
There is not any definition to what extent the camp should voluntarily be socially re-
sponsible, but there is an opinion the governmeamtraet social goals for the companies
to follow. Still, the population has expectationrfr businesses to do more than just follow

those law requirements.

A socially responsible company with widespread gevownership, as minimum objec-
tives should set the following: to maximize prgfits conduct its operations according to
the owners’ desires; to comply with the laws andespond to the ethical values in the
home and hose countries. Suitable knowledge ohdimee and foreign markets is efficient
for setting the appropriate code of behavior foy artuation faced. (Albaum and Duerr,
2008).
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4 MARKET PENETRATION

Market penetration means when a company enterdfpge®e a market in which current
products already exist. Penetration can be a measunt of number of who buy a specific
brand or a category of goods at least once inengperiod, divided by the size of the rele-
vant market population (wikipedia.org, 2012). Déspf, there are barriers to overcome,
such as finding a place for warehouse/branch qffaentifying foreign business entities

and targeting customers. These impediments candil @and time-consuming.

Over and above exporting experience, the companyemthrough various levels of com-
mitment, between them enthusiasm, awareness, dttemrgluation, and adaptation of this
international outlook as a component of the corfgostrategy. At the beginning of interna-
tional operations it is important for managemenbéadynamic and committed. It is crucial

to express high degree of international orientafi©rinkota, et al., 2005).

4.1 Motivations

For achieving success, the company should notskdaker, but must realize that satisfac-
tory accomplishments will take time. It will be aehed through efficiency, effectiveness
or competitive strength. Effectiveness is the cédpplof producing a desired result. Effi-
ciency relates to the use of all inputs in prodgcamy given output, including personal
time and energy. Competitive strength interpretdh&s company’s contrasting position
with other companies in the industry and its proaltsiio grow because of benefits of in-
ternational experience. The firm going overseastrkasep in mind two crucial factors:
dimensions of time and performance in order to rabrsthort-term obstacles for the behalf

of long-term success (Czinkota, et al., 2005).

4.2 Market Entry Modes

A mode of entry into an international market is tiennel where an organization employs
to gain entry to a new international market. Famaigarket entry modes are different with
its degree of risk they present, the control andro@ément of resources they need and the
return on investment they promise (wikipedia.or@12). There are two types of entry
modes, which are also subdivided according to séeeiteria. For instance, equity modes
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division contains fully owned subsidiaries and faiantures, while non-equity modes divi-

sion integrates contractual and export agreements.

In order to distinguish the modes from each otlveoading to their degree of risk, control
and flexibility, below will be divided market entrgodes into the following categories: (1)
export modes, (2) Vertical/foreign direct investmerode; and (3) Horizontal/foreign di-

rect investment mode.

4.2.1 Export Entry Mode

Through exporting entering a foreign market byisgligoods produced in the company’s
home country, often with little modification is tlsamplest way to enter a foreign market.
It involves the least change in the company’s pecbdines, organization, investments, or

mission.

Generally, companies start withdirect exporting(involves less investment), working
through independent international marketing intetizees. It is also involves less risk.
International marketing intermediaries, agents, pevative organizations and export-
management companies bring know-how and servicebeaaelationship, so the seller
normally makes fewer mistakes. And eventually sellmove todirect exporting where
the risk is greater. There are several ways toonelucted direct investments by the com-
panies: (a) to set up a domestic export departtiemtcarries out export activities; (b) it
also can set up an overseas sales branch thaekasadés, distribution and perhaps promo-
tion; (c) and finally, the company can do its expuay either through foreign-based distrib-
utors who buy and own the goods or through foréigeed agents who sell the goods on
behalf of the company (Armstrong and Kotler, 2011).

4.2.2 Vertical/Foreign Direct Investment

Vertical integration is the expansion of a compary a stage of the production process
other than that of the original business. It tagdage when a company through FDI moves
upstream or downstream in different value chaias when companies perform value-
adding activities stage by stage in a vertical ifashin a host country (wikipedia.org,
2012).
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Unlike horizontal FDI, with vertical FDI firms enga in both FDI and exports, whereas in
horizontal FDI models, the two countries are oféeicipated of as being similar size, in
vertical FDI models, the home country is usuallyupht of as being much larger than host

country.

4.2.3 Horizontal/Foreign Direct Investment

Horizontal FDI is FDI in the same industry abroalthat in which a firm operated at
home. Comparing to exporting or licensing, FDI @hexpensive and risky. Expensive
due to the firm is exactly starting from scratctbtold a new enterprise in a foreign coun-
try, unless it has bought a going concern. Andyritlecause of the problems to arise in a
different culture and also due to distance and camaoation problems (Daniels, J. D.,
Radebaugh, L. H. and Sullivan, 2004).

The horizontal FDI framework is more representatifea pair of developed countries,
whereas the vertical FDI framework is like a depeld source country and a developing

host country.

A company must find expensive to reduce or closendits operations in order to the host

country might require substantial severance pde@mployees.

4.3 International Intermediaries

Intermediaries fulfill a key role in internationlalisiness transactions. Basic types of inter-
national intermediaries are trading companies apor® management companies.

Trading companies connect buyers and sellers athessountries without getting in-
volved in owning or accumulating of products, whebgport management companies prac-
tice performing international business services@amission representatives or distribu-
tors (Czinkota, et al., 2005).
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4.4 Inter-Firm Cooperation

Due to stronger competition, integrated marketspagars of multinational organizations
have become more realistic about getting successftiile international market. Compa-
nies started forming strategic friendly associaiavith their customers, suppliers, even
competitors and companies in other industries tbieze various objectives. Agree-

ments/partnerships can be either formal or informal

Forms of inter-firm are obvious in terms of degafecontrol and commitment. There
might be: informal cooperation, where partner conmgas work together without a con-
clusive agreement; contractual agreements, whemgngra join forces for joint
R&D/production/marketing; equity participation, wkeminority ownerships in companies
have strategic significance for them to make secsupplier ability to build for-
mal/informal working relationships; joint ventureghile sharing risks, companies contrib-
uting equity or assets; and consortia, to endugl bosts and risks (Czinkota, et al.,
2005).

4.4.1 Managerial Considerations

To join two corporate cultures it requires constatgraction at three levels: the top man-
agement, the operational leaders and the workfdnter-firm collaborations must con-

stantly adjust with changing marketing conditiodxd the adjustments among them
should allow for changes in the fundamental consepthat they can expand. Knowing
which party takes care of which complications isstnmnportant reaching for a common
goal (Czinkota, et al., 2005).

4.5 Competitive Advantage

Competitive advantage occurs when company suspaofis that surpass the average for
its industry over rivals. Generally, the goal dftalsiness strategies is to achieve a sustain-

able competitive advantage.
By Michael Porter are identified two basic typesompetitive advantage as follows:

Cost advantageyccurs when a company is able to deliver the dagnefits as competitors

but at a lower cost, and second is:
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Differentiation advantageoccurs when a firm is able to obtain from itsfefiéntiation a
price premium in the market that exceeds the dostaviding the differentiation

(quickmba.com).

The significance of differentiation advantage isrtorease the perceived value of offering

to the buyer either more effectively or at lowestcthan do competitors.
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5 PROFILE OF INDIAN “SUPER TANNERY LIMITED”

Super Tannery the buyer driven organization, wasded by Ch. Ehsan Kareem with
convection to bring distant people closer, promaiesgerstanding, friendship and co-
operation among nations. This name is reckonedeniriternational leather forums for
fusing new knowledge and technologies to create pr@aucts for the benefit of all man-
kind. He promoted foreign corporation and undeditagy laying foundation of the com-

pany with the vision and principal for generatiom$ollow steadfastly.

Working harmoniously with the environment ever aterconcerns of pollution and always

promoting a clean and healthy way of life.

Supper Tannery Limited is one of the oldest and wagduted business houses in North
India. It owns and operates 5 independent manufagtdacilities, producing articles of

the highest quality for leading European and Anaribrands such as: HX London,
Worktoes and Blackmans.

STL is using indigenous technology and is develgpmhouse technology and is not de-
pendant on any outside technology/sources. The aoynis engaged in a constant endeav-

or to set the highest standards in quality, peréoree, reliability and professionalism.

Super Tannery Ltd is accredited to 1ISO9001:200@1801:2004 and SA8000:2001.
STL’s main export markets are United Kingdom, FesnGermany, Italy, Poland;zech
Republic, Slovak Republic, Russia, Ireland, Sweden, Austr&outh Africa, Egypt, Unit-
ed Arab Emirates, Oman and Ukraine. Company alsahaoffice / Warehouse in the Lu-
ton, United Kingdom and Sharjah, United Arab Engisadlso in Malaysia and China.

Some of STL’s main clients in the United Kingdone:awrangler, IKON, Shoe Studio,
Briggs and ASDA.

Leather manufacturing company STL specialize maimli¥en's Footwear including for-
mals, casuals, moccasins, and also sandals. Mapdrihe leather used, is made in compa-
ny’s own Tannery Division, producing a wide randéeathers from Cow, Suede and Buf-

falo. STL has a close link with three Tannerie® algking Goat leather.

Company dedicated and committed marketing and teghteam is always working in
close relationship to give best value for theirtoagers. Their weekly capacity to manufac-

ture Footwear is:
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* Shoes (Cemented) 5000 pairs/ weekly
» Sandals (Cemented) 5000 pairs/ weekly

* Moccasin 3000 pairs/ weekly

STL also has an in-built production for leatheresoITPR, PU and PVC soles. In addition,
company has close links with sole manufacturesuifiier as well as built up soles. There
are also some steps for manufacturing process (spper, full shoe, unit shoe and fin-
ished leather) and each process requires sevees tf machinery operation.

5.1 Evolution and Current Situation

Safety shoes, military boots or specialty leatlerifidustrial application and upholsteries
Super Tannery second nature is to lead from th& frothe innovative ventures. Past five
decades have recorded the company’s growth ond®@@&quare meters plot of land. Not
just in terms of sheds, yards, machines and stegtout with in the form of pioneers who

build goodwill for leather ware internationally.

Super Tannery Ltd (STL) started operations by msicg) 50 Buffalo hides per day, con-
verting them into Vegetable Tanned Leather for sdmes. Since then, the company, well
guided by a professional approach, has marked aortant name for itself in the world

leather map.

Company employees more than 2000 people, with arsales of over USD55 million,

and it has already had its customers more tharodftges.

The Company is striving high to capture over Gloktrket. In respect of leather and

leather products STL has taken various steps tmgi® company's products all over the
world and it is being done in line with global tdsnto enhance scale, global competitive-
ness and financial flexibility and also to conttétowards achievement of company's ob-
jective and to increase revenue, production volumarket shares and shareholder's re-

turns.

Super Tannery Ltd (STL) in view of the competitiseenario has taken various steps to
meet these challenges and also capitalize on buirggeopportunities available. The com-
pany is regularly carrying out detailed analysigeatther industry and has been making all
possible efforts to understand the various minutibéhe emerging market scenario (in-

diainfoline.com).
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Footwear Division- manufactures shoes for export;

Production Division- carries of production of leather, in tanning aesal it provides

leather for export as well as footwear division;

Administration Unit - takes care of personnel of the company, staffelsas workers in

the factory;

Export Section carries out export operations, basically vareté finishes leather. This

is done by maintaining a regular customer basebainging new customers simultaneous-
ly;
Accounts and Finance Divisionlooks after financial condition of the company;

Import Section- it sees to the requirement of the productiongiion as well as footwear

division as to fulfill whatever is needed for th@pesses to be accomplished smoothly.

5.1.1 Customer Offering

Product details are sent to prospective customars-mails and they are kept in touch and
if the offering matches with the customer’s regonemt, sales executive places the order

after negotiating on the prices and terms and ¢mmdi of the payment and delivery.

In other case customer sends in their sample of tbguirement and asks company if they
can send that. Leather as in the sample is triedetelop and sent to customer. If ap-
proved, the order is placed, after negotiation ridgs and fixing terms and conditions of
the payment and delivery (indiainfoline.com).

5.1.2 Marketing

It is the process involved in getting awarenesthefneed of active market which is to be
fulfilled, and then making products according te tieed of the customer and then finally
making them aware of their products and why custasheuld prefer their product rather
than the competitors‘ product which involves adgary and sales promotion. And the

whole process is based on trust which is to beldped in the mindset of the customer.

The information about the market is provided by ple®ple who already are the trusted
customers from a very long period. Sometimes tlugkis done by the commission agents
who are working in order to bring buyer and setlerthe same platform. This information
is also collected by participating various everlated to leather in different countries like

leather fairs.
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Then they have their range of products like varipusts of safety lather, various kinds of
leathers and many such about which they keep @annmifg to their customer or prospec-
tive customers. If customer is in need of someeddfit kind of leather, they ask the pro-
duction if they can get that kind of leather deypeld by sending free sample to the compa-
ny. If satisfied, they negotiate on the price aadns and conditions of the deal. Then
comes the role of advertising and sales promoaad, this part is taken care by active ex-
port section members. Being B2B, they have theresdimited to certain things which are

conventional to do like:

» Participating in various leather fairs around thald
* Advertising in Magazines

« Direct selling via Internet checking on prospectustomers

That’s all about the marketing process undertakethé Super Tannery Limited (indiain-

foline.com).

5.1.3 Export Section

In Export Section, in case of already existing oosdrs, they send some samples to tell
what they want in leather regarding color, textuhgckness, softness etc. those samples
are developed according to the customer’'s sampdesant to him/her back. If satisfied
he/she finalizes the deal after negotiating pricesdit days etc, which are done by the
department and then the production takes placegsedhipment papers are prepared sim-
ultaneously (commercial invoice, packing list, §hig Instruction, Exchange control
copy, Export Declaration, A copy of buyer’s contrand a letter of credit if required. This
department also deals with the government for ebghaty like duty drawback. It also ne-
gotiates the documents with the bank. Once théndeas produced, it is shipped to the
country concerned to buyer. Then the post shiprdectments are prepared like Commer-
cial Invoice, Packing list, Bill of lading, and Away bill, certificate of origin, Insurance
certificate, Original L/C, and Exchange Control @o@hen buyer declares the receipt of
goods, payment is followed. After receiving paymditport data are compiled along with

bills and file maintained (indiainfoline.com).
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5.2 Research and Development (R&D)

STL has been investing considerable amount of flordsts Research & Development
programmes in order to enrich and improve the guali products. STL is committed in
technological innovation, physical and chemicalndtadization and improvement to
achieve high standards of product quality and eustcsatisfaction.

There are several key factors to keep the compaaystep ahead:

» Extensive interaction with the latest technologaayelopments.
» Presence in all major trade fairs, seminars andkstaps for optimum
knowledge up gradation.

» Well qualified and progressive workforce.

Laboratory The tannery units of the company work under guigaof a well equipped

laboratory conducting physical and chemical tel$talso has a pilot tannery to conduct
trials of new leathers at a small scale beforaniglementation in bulk production. The
laboratory has all the requisites to perform te$teather as per EN, ISO and DIN stand-
ards. STL was among the first companies from Kanpwrovide certification as per the

REACH guidelines of European Chemicals Agency.

Design Studio:The footwear units of the company conduct theodpction as per the

guidance of a newly built, state of the art desigreell, lead by well qualified shoe tech-
nologists and designers. Due to a rapid changéenptoduct profile over the past few
years, this studio was installed keeping in miie, éver changing tastes and preferences
of the customers, while keeping time frame intostderation.

Quality AssuranceA major factor which keeps the company aheadsi®lisession with

total quality, which includes products of the highstandards, quick and efficient custom-
er service, leading to complete customer satisfacfractors like these help the company
to retain customers, some of them, for as longlageadrs (indiainfoline.com).

5.3 Financial highlights and risk management

Effective working management is regularly concdmitato reduce the cost of debt as

much as possible. Prudent cash management endeawitize the optimum Working
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Capital in order to reduce the interest cost asd & avoid the bottleneck of company’s
operation.

Table 2 Financial Highlights at 2008-2011 ‘in €r

Income

NET Profit/loss R4

(Source: supertannery.com)

According to available information, STL providedalsie growing financial operations.
STL's income from 2008 to 2011 increased Cr 45,88 net profit also increasing with

Cr 2,625. As regards low income and also low pinofR010 reason is fallow:

e European market slowdown led to few orders fromoean buyer (As Europe is
biggest market for STL);

* Unavailability of sufficient raw material, increasen raw materials price such as
raw hides;

* Due to skyrocketed price in raw materials, STL ke of its business to country
like China.

It is noteworthy that income in 2010-2011 from &éxort STL got quite high 63%.

STL company does not perceive any serious threfiic@mpany is taking care against the
risk of growing pressure of prices, foreign exchangtes variation, current and future liti-

gation, working capital management, bad debts, etc.

Foreign exchange liabilities / revenues are matolycerned with the company's operation
Regular monitoring of movement of foreign exchargfes is carried out and decisions are

taken as to when outstanding are to be coveregayments are to be made Working Cap-

1 Cr=10000 000; 1 Euro = 67.9 INR
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ital requirement are to be kept at minimum levebrder to maintain the lowest possible

interest rate.

Company has strongly prepared itself to meet cogthcompetition in global market by

adhering to international quality standards opitsduct.

In addition, above mentioned company has oversl management strategy, follows such
practices and policies that are framework of egfitimanagement to count the risk in ad-

vance.

5.4 Internet Control System and Their Adequacy

STL has made sufficient arrangement for internaitmd system and its monitoring for

keeping proper record of the purchase of raw na&rstores, components, plant and ma-
chineries, equipments and all other assets forymtomh and sale of finished leather and
leather products. The company has clearly fixeds@nd responsibilities for all manage-
ment personnel and all operational activities aedl wontrolled. The system ensures au-
thorization of all transactions, records and thgores correctly and properly through com-

puterized system.

The Audit committee of the Super Tannery Limitesloate-examines adequacy of internal

controls, systems of risk management policies adbpy the Company.

Company's Laws and Regulations are also reviewelthdoynternal Audit Team regularly
from time to time and its report is submitted te fpromoters and put up in every Board
Meeting. In order to proved sufficient support barsiness promotion of the company, the
finance and commercial functions have been promatyThe STL takes into account from
time to time and Analysis its progress in accor@anith the Laws and Regulations set by
the internal auditors and report to the Board iergvBoard Meeting in support of best
practices for internal control, standard operatimogms and guidelines are being issued.
The Company also incorporates all financial opegatiand information technology sys-

tems are also evaluated from time to time (supeggncom).
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5.5 Corporate Social Responsibility

STL is developing corporate social responsibilityall areas of activities. Company tries to
preserve the social and natural environment byebielg in total commitment to society.
The company runs an organization known as AMIN WERE TRUST (AWT), which

follows the motto of "Promoting Hope in Life."

This trust has taken up a number of social causethe field of EDUCATION &
HEALTHCARE.

Education AWT is about to launch (Jan '10) a state of ttieeducational institution to be

known as Super International School with an ainprtovide world class education at a
reasonable cost. The school is proposed to beasdfil with the C.B.S.E board and is
equipped with the latest infrastructure requiredddiealthy and constructive approach to

education.

Healthcare AWT operates a hospital known as Chaudhry Ehsareé&m Hospital, well

equipped with the most modern machinery and inuasire, in the industrial area of
Jajmau in Kanpur City, providing healthcare fambtin a number of fields in including
Neurology, Vision, Endocrinology, Dentistry and Mest Maternal Care (supertan-

nery.com).

5.6 Health, Safety and Environment

When the leather industry has started develophmgy pbllution of air and water increased
and the stage reached where the scientists maglgsacth of better use or reuse of material
which caused pollution keeping in mind the econ@infactor else no industrialist would

accept the change.

Special emphasis has been laid on use of low wastenology with minimum possible
expenditure and maximum quality production becausenatural for any industrialists to
avoid a change unless it is likely to give bettealgy production with least expenditure.

Pollution is given the last priority by them whesaghe STL gives it the first priority.

At Super Tannery, they are very careful about poiu Company has its own water

treatment and chrome recovery plant in which thelyect the leak water full of nickel,
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chromium and many more harmful substances. Compatgep interest is in green and

clean environment.

The chrome is used in the processing of skins irchwb5% is consumed during the pro-
cess while 35% goes waste. The presence of chnomhe idischarged water of tanneries is
dangerous for public health as its excessive usecaase severe skin diseases. To mini-
mize the danger STL has water treatment plant tdypwater to its maximum possible

level.

Super Tannery is an eco friendly tannery. Compangommitted to provide a safe and

healthy working environment for their employeesadppting a proactive approach.

It is part of company’s work ethic to ensure thafesy, health and environment safeguards

are in place right from the inception to the examustage.

Super Tannery Ltd accepts the need for constamragiation of safety and health stand-
ards commensurate with the rapid changing techyalogroduction (supertannery.com).

5.7 Industrial Relations and Human Resources Developmén

The Company gives much importance to maintain getations with its employees ensur-
ing that employees feel valued and energetic iatorg an atmosphere and culture so that
they can maximize their contribution in increasthg growth and further development of
the company, and in turn the Company thinks ofviadial growth of its employees for

their dedicated participation in organizational elepment.

The company's priority is to reduce the employé&'sover ratio. STL's approach and
efforts are to create familiar work environment fodividual growth, which enables the
development of whole organization. Relationshiphwihe employees remains cordial
throughout the year. The company has a team of B@@rdedicated employees working
towards the company's mission. The Company alsctaated with collaboration of U.P.

Leather Industries Association a training centreréaruiting trained labors

(supertannery.com)
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5.8 Future Plans

Company has been planning to introduce two new @réanctioning into which it was not

earlier. These are:

» Opening a Fashion Shoe Division
> Use of Buffalo and Cow leather for Casual and Fas&hoe

Company has taken various steps to step into new @moothly and successfully. Super
Tannery Ltd also plans to penetrate new marketuroie and the main objective is to
penetrate the market with opening the office/wauskeoin the heart of the Europe, in the
Czech Republic. STL is already exporting its owadurcts in the Czech Republic and in

the future, company will keep its strategy focusadB2B marketing.

After company builds its reputation in the Czeclp&dic by then it will be proper time
for STL to penetrate the neighbor countries withcefwarehouses as well.

Future plan of STL is also to continue invest in[R&br faster introduction of new prod-

ucts.
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6 ANALYSIS OF THE CZECH REPUBLIC

6.1 Introduction to the Czech Republic

On 1 January 1993, the country underwent a "vealixgirce" into its two national compo-

nents, the Czech Republic and Slovakia. The CzeguBlic is located in Central Europe.
Country is surrounded by Germany, Poland, Slovak@ Austria. The total area is 78,866
square kilometers (49,007 square miles).

The Czech Republic features 3 primary regions: Boaeto the west, Moravia to the
southeast, and Silesia to the northeast. In 209@dpulation was estimated at 10,272,179.

Of the emerging democracies in central and Ea&iarape, the Czech Republic has one of
the most developed industrialized economies. dhis of the most stable and prosperous of

the post-Communist states of Central and Easterogeu

From the cultural aspect one of the most underlgingdj inherent features of the Czech
culture is their polite and humble approach to. lifeczech business culture, the prelimina-
ry stages of negotitation can be sslow and detallbis is a direct outcome of the Czech
tendency to avoid the unknown.establishing andrsggtrust is a crucial element of the
negotiation process, even up to the closing ofsanass deal (communicaid.com).

As a result of the hierarchical system of czechrass, decision-making power is centrali-
sed and is rerely questioned or challenged by tbbadower rank.

The Czech legal system is a civil law system basethe Austro-Hungarian codes. Legal
code modified to bring it in line with Organizatiom Security and Cooperation in Europe
(OSCE) obligations and to expunge Marxist-Lenitegal theory.

The financial structure of Czech companies combiimes unique manner, the weaknesses
and disadvantages of the "advanced" finance maoukttee Russian model from the 1990s.
Unlike companies in developed countries, Czechdidm not have large retained profits.
Czech firms are heavily dependent on banks angdraree to financial and banking crises
(kb.cz/en).

In terms of public debt as a fraction of the Grbssnestic Product, Czech Republic con-
tracted 0.1 % in the third quarter of 2011 overghevious quarter.

By international comparison the ratio of househaliébt to disposable income in the
Czech Republic is currently lower than in the EB%J and Hungary (28.2%). What diffe-
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rentiates the Czech Republic from others is thetfat Czech Republic national curenncy
still is Czech Crowns (koruna). Due to this fabg tountry did not suffer from compres-
sed money supply in theU.S. dollars in comparisah ather countries.

Below | will present the PEST analysis of the CzBe&public, which will be provided a

deeper insight of countries present situation.

6.2 PEST analysis of the Czech Republic

PEST analysis is one tool of strategic managemémthascans the business and market
environment to enable the firm to understand threosndings in which it is operating or
which it intends to enter. Let's take a look atthése building blocks of a business envi-

ronment separately.

Political: Czech Republic is a multi-part parliamentary repnégtive democratic republic.
The president Vaclav Klaus is the head of the diatet is mostly representative while the

Prime Minister Petr N&s is the head of government and the genuine eotitbie country.

There are three classical powers of the stateexbeutive (the president of the Czech Re-
public and the government), Legislature (the paréat of the Czech Republic) and the
Judiciary (civil and criminal, administrative arftetconstitutional courts).

The Government is the supreme body of executiveepavhich consists of the Prime Min-
ister and is appointed by the President. The Gonem is accountable to the Chamber of
Deputies (Poslanecka&novna), which is responsible for voting for its idence to the

Government (vlada.cz/en).

Legislative power in the Czech Republic residethenparliament. The parliament is divid-
ed into two chambers, the chamber of Deputies whah200 members and is elected for
four year terms and the Senate with 81 membersambelected every six years, one third
of them every two years. No one may be a membbothf chambers simultaneously. The
chambers are able to vote when at least one tlitdeomembers are present. To pass a

bill, a simple majority of the senators or depupessent is necessary (parliament.cz).

There are other central authorities, independeth®fgovernment and are guaranteed by
the special way of appointing the head of the bedly financial independence. There are:
The Supreme Auditing Office, the Czech National IBdhe Ombudsperson and territorial

self-governing units, like municipalities (nyulawegial.org).
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For the social policy, social security, employmdahor legislation, occupational safety
and health, migration and integration of foreign&wsropean Social Fund and other social
or labor related issues are under the respongibifithe Ministry of Labor and Social Af-

fairs (mpsv.cz/en).

Economical: Due to the Czech Republic has an advantageouddoncand also it is the
member of European Union this all creates veryaetitre features for Foreign Direct In-
vestment (FDI). Since 1993 country’s inflow was mtran USD 80 billion in FDIs. After
the recovery the country is continuing favorablyl docusing on growth from net exports

to domestic demand.
Below the table help us for visual perception ofnmdacroeconomic indicators:

Table 3 Main Macroeconomic Indicators

2009 | 2010 2011| 2012 est.| 2013 est.

GDP growthin% | -4.7 2.7 1.7 0.2 1.3
Consumption of households growthin % | -0.4 06| -05 -0.4 0.2
Consumption of government growth in% | 3.8 06| -14 -3.7 -0.5
Average inflation rate per cent 1.0 15 1.9 3.3 2.3
Employment growthin% | -1.4 | -1.0| 04 -0.5 0.1
Unemployment rate average in %| 6.7 73| 6.7 7.0 7.2
Wage bill (domestic concept) growthin % | -2.1 | -04| 1.1 15 2.6

Exchange rate CZK/EUR 26.4 | 25.3| 24.6 25.1 24.9

(Source: Financial Policy Department of the Cz&tihistry of Finance, 2012)

By the estimation of Financial Policy Departmenttibé Czech Ministry of Finance in
2010 real GDP grew by 2.7%, with the main contidiuto that growth probably coming
from gross capital formation related to providingventories and to a lesser degree,

houshold consumption. There was QoQ decline in @D®.1%, and the Czech economy
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formally found itself in technical recession, howevfor this year, the country expects
slight GDP of 0.2%, while in 2013 economic outplbsld grow by 1.3%.

Growth in the wage bill compared to 2010 it incexhto 1.1% in 2011 and in 2013 it will
reach 2.6% due to the rise in employment and imaasewages in the private sector.

The situation on the labor market should refleet $how economic growth and intensify
uncertainty concerning future development. Emplayimghould decrease by 0.5% this
year and from the forecast it will be slight inged.1% in 2013. The unemployment rate
(LFS) seemingly peaked in 2010, and it moderatelgresed in 2011 but another slight

increase in unemployment may occur in this yeariar213.

Furthermore, by the several rating agencies theclCRepublic has been evaluated the

results out of the biggest three agencies, whielrshown below:

Table 4 Foreign Currency Long-Term Sovereign Debt Ratings

STANDARD & POOR'S FITCH MOODY'S

Investment Grandes

A+ | Czech Republic Al | Czech Republic

A | Czech Republic

(Source: czechinvest.org/en)

Standard & Poor’s is known to investors worldwideaaleader of financial- market intelli-
gence. By this agency, the Czech Republic is eteduas “A” standing for a strong capac-
ity to meet its financial commitments (standardavatp.com).

Fitch Ratings is a global rating agency dedicategroviding value beyond the rating
through objective and balanced credit opinionsgaesh and data, gave the mark “A+” to

the Czech Republic (fitchratings.com).

Moody’s is also credit rating agency, which is thesest competitor of Standard & Poor’s
and Fitch Group but in fact rate bonds differenigody’s rating seek to measure the ex-
pected losses in the event of a default. It give$”“mark to Czech Republic, meaning

rated as upper-medium grade and low credit riskogige.com).

From above it seems, the country shows a quitegteeonomical standing.
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Social/Demographical: The population of the Czech Republic is 10.527 iamillpersons,

which keeps increasing and seems very good indicBelow table depicts the demogra-

phy as of i of January, 2011.

Table 5: The Czech Republic Demography (in thousafighersons)

2010 2011 2012 2013 2014
Estimate | Forecast | Forecast
Total Population 10 507 10 526 10 560 10 594 10 625
Age Structure
1,494 1,512 1,538 1,563 1,586
(0-14)
Growth in % 1.0 1.2 1.7 1.6 15
(15-64) 7,414 7,380 7,324 7,264 7,211
Growth in % -0.2 -0.5 -0.8 -0.8 -0.7
(65+) 1,599 1,634 1,699 1,767 1,828
Growth in % 2.7 2.2 4.0 4.0 3.5
Natural increase 10 9 8 7 6

(Source: mfcr.cz)

The dynamics/range of age groups show that Czepulgtion at present is a quite stable.
If we based on 2007year’s estimation the numbgoahger people than 15years was low-
er than the number of people in the 65+ age cayedorFuture, as we can see from the
demographic structure the number of seniors irptgulation will rise. The structural pro-
portion of persons over 64 years of age in thd fmapulation, which was just below 15%
in early 2009, should increase to nearly 20% bybéginning of 2020.

Of the analysis we have to take into consideratiguositive increase of the Czech popula-
tion, indicating a greater birth-rate over deatm®rgality). This is explained in the table

growth reports of the first group (0-14).
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It is worth to mention the Czech Republic spendsiad 7.6% of its GDP on health (figure
from the year 2009). General government expendiburdiealth as a percentage of total
expenditure on health (80.2%) is the reason ofgpeiexpenditure is (16.6%), which is an
indicator for a sound health system. Per capitacCRepublic spends approx. USD 1.031

on health-related issues (nationmaster.com; czeesirorg/en).

Technological: The Czech Republic’s spending on R&D has incredsaat 0.95% of
GDP to 1.4%. Many multinationals are running Cz&&D or design centers, including

Panasonic, Honeywell, Mercedes-Benz, Motorola, RetkAutomation and Visteon.

According to the 2011-2011 Global Competitivenespdtt published by the World Eco-
nomic Forum, the Czech Republic rank$'28nong 139 world economies in competitive-
ness, while it ranks the $5n Company spending on R&D and theé™i FDI and tech-
nology transfer. Seems there is a trend of restringg FDIS. So many investors and com-
panies are moving their higher-added value devedmpractivities in technology centers
such as Software and ICT services, Business supgpovices, Aerospace industry, Ad-
vanced automotive, Industrial machinery, equipmeemd tools, Life sciences, Electrical
engineering/electronics, Advanced renewable enanglyNanotechnology. If we compare
three major production plants- Skoda, TPCA, and ridiai, their full capacity produce
more than 1.200.000 cars annually and above mettisactors are developing and using

more advanced technological benefits (czechinvegen).

6.3 Legal background in the Czech Republic

The Czech legal system is a “continental” legatesys more precisely, due to common
historical roots; it belongs to the “Germanic” legalture. There are some characteristics

of the legal system as fallow:

» Procedure and major areas of law are codified; €Sad Criminal, Civil and Crim-
inal Codes, Civil and Administrative Procedure Jetc.

» The system of legal sources is hierarchical, fogranpyramidal structure of legal
force within the legal system;

» Only written (legislature) law is recognized asarse of law.

The Constitution of the Czech Republic adoptedhey €zech National Council in 1992

and defines the Czech Republic as a sovereignraryreind democratic state governed by
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the rule of law, founded on respect for the rigatsl freedoms of man and of citizens.
Most important part of the Constitution is the Gharof Fundamental Rights and Basic

Freedoms.

Since 2004, the Czech Republic is the member obaan Union, community law and its
legislative sources (primary law, secondary lavgutation, directives, decisions, etc.) be-
came part of the Czech legal order as well.

Legislation: Constitutional laws are legislative acts of thehleist force. They are passed
by a special majority being necessary in both Crambf Parliament and with the agree-
ment of both chambers. There is a plurality of ¢ctumsonal laws, all the constitutional
laws forming the so-called constitutional ordetled Czech Republic.

International treaties take precedence over sifgs, meaning that in case of conflict
between a provision of a law and a provision ofrdernational treaty, the latter shall pre-
vail. The most important treaty in this categoryhe Council of Europe’s Convention for
the Protection of Human Rights and Fundamentaldenes.

For a legislation to be valid, it must be propgrtpmulgated. All the abstract legal acts of
general application must be published in the Ctbecof Laws. All the international laws
by which the Czech Republic is bound must be phbtisin the Collection of International
Treaties, where the authoritative foreign versalsp the Czech version, is published sim-
ultaneously. They are also fully accessible onima “PDF” format. The only authentic
version of Czech legislation is in the Czech lamgguand no systematic official transla-

tions of the legislation in force into English (gwglobal.org; ec.europa.eu).

6.4 Commercial Code

The Czech Commercial Code covers the fundamentaigons of Division | (Fundamen-
tal Provisions), Division Il (Foreign Persons’ Capilnterests in Czech Legal Entities) and
Division Ill (Protection of the Capital Interest$ lBoreign Persons Carrying on Business

Activities in the Czech Republic). In nutshell arsuary is as follow:

Foreign individuals and entities may engage in ess activities on the territory of the
Czech Republic under the same conditions and tme stent as Czech persons. For the

purposes of this Code, “business activity by aifprgperson on the territory of the Czech
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Republic” defines as business activity by foreigamgon who has an enterprise, or an or-
ganizational component of such, located on th&aoeyrof the Czech Republic.

A foreign person's authorization to carry on a bess activity on the territory of the Czech
Republic takes effect on the day as of which tresgn, or that person's organizational
component, is recorded in the (Czech) Commercigidker. Such foreign person is au-
thorized to engage in the range of business aesvgpecified in his (its) entry in the
Commercial Register. The application for this Iediby the foreign person concerned. The
provisions of subsection shall not apply to indiats who have a permanent residential
address in a member state of the European Uniam some other state of the European
Economic Area if such individuals carry on businassvity on the territory of the Czech
Republic.

A legal entity may be only established under Czkat and foreign persons enjoy the
same rights and have the same obligations as Qezaslons in the matters specified in

subsection.

Foreign persons’ and Czech persons’ proprietasraésts are protected and may only be
expropriated in the Czech Republic, or restrictedeispect of its ownership rights, on the
basis of law and in the public interest, if suclblpuinterest cannot be otherwise satisfied.
An appeal against such decision may be field withdourt. If measures under subsection
are taken, compensation must be provided witholatydend equal to the full value of the

property. It must be freely transferable abroad foreign currency (hg.org)

6.5 Treaty on the Functioning of the EU

It is about to get more information and deeperitietan the role, policies and operation of
the EU. Article 54 covers the internal actions angbn policies and it is examined below.
All companies or firms formed with the law of a Meen State and have their registered
office, central administration or principal placebusiness within the EU must be treated

in the same way as natural persons who are thenaddi of Member States.

Member states must treat the other Member Statdseisame way as their own nationals
in regards to participation in the firms or capitampanies without prejudice to the appli-
cation of the other provisions of the Treaties.
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6.6 Labor Code

Sources of labor law in the Czech Republic is thesttutional act and the most important
with international treaties particularly ILO Conviems and EC Law, acts and regulations
to implement acts published in the Collection afus of the Czech Republic, normative
provisions of collective agreements and individeatployment contracts. International
treaties include International Covenant on Econp®acial and Cultural Rights and Inter-
national Covenant on Civil and Political Rights,igthrepresent a basis for the legal status

of citizens and trade unions in employment relatiops.

Labor Code was the first systematic set of labgulaions in the former Czechoslovakia
with effect as from 1966 although, it has been riedlito fit the changed environment,
forms of employment and labor relations. The codegytrade unions and employers

greater space to negotiate working conditions whrehmore suitable to their needs.

Contract of Employmenthe employment relationship plays a dominant mol€zech la-

bor relations, which covers the both in respedteduency of occurrence and in respect of
volume of work. The employee protection providediy Labor Code is based on interna-
tional standards, by which the Czech Republic isldlo in particular the ILO Conventions,

the UN Covenants on human rights and economicakand cultural rights, the European

social charter and EC legislation and case law.

An employment relationship is based on a contrativeen an employer and an employee.
In accordance with section 29 of the Labor Codegratract of employment must include
certain type of work to be performed by the emp&yae place of work and the starting
date. Although the Labor Code requires employerprtavide employees with written
statement of the terms and conditions of employnagwlt both parties must agree on the
whole content of the contract (permanent and fiteed?, the probation (which must not

exceed 3 months by the agreement).

Termination of the employment relationship:accordance with the legislation, termina-

tion of employment is accomplished by the followilegal acts: Immediate cancellation,
Notice of dismissal, Agreement concerning severasicemployment relationship and

Cancellation during the probation period. The LaBode defines each of them in detail.
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Working time: is the period of time during which an employeesiguired to perform work

for his or her employer. The length and distribatad working time are among the various
working conditions the employer is required to alee According EC Law the regular

hours of work must not exceed 40 hours a week aedime does not exceed 48 hours on
average throughout a timeframe of four months. Urile Labor Code the maximum

length of a shift is restricted to 9 hours withmeven distribution of shifts and 12 hours in
the case of an uneven distribution of shifts. LaBode also provides for shorter working
hours below 40 a week, in respect of specific wagkenvironments in which employees
perform their job (underground work, etc.). Workbesow 16 years of age are allowed to
work for at most 30 hours a week and the lengttheir shift must not exceed 6 hours in

individual days.

The code also defines the cases of overtime, nvwghik and work on public holidays, im-

pediments to work and etc.

Maternity protection and leavéorking conditions of pregnant women and employees

who have given birth are regulated by chapter Yithe Labor Code. There is prohibition
of certain types of work for biological/social reas, when a woman usually performs this
type of work; she is entitled to a transfer to othverk. There are also adjustments about
business trips and the working time.

In accordance with section 161 of the Labor Cotle, amployer is obliged to grant a
breastfeeding mother, in addition to breaks for Imna@ad rest, additional daily breaks for
breastfeeding. In general, a woman-worker is eutitb maternity leave for a period of 28

weeks.

Further, there are some issues related to minimgenaad protection of young workers,
prohibition of discrimination, equal treatment df amployees, sexual harassment and
mobbing, as well as pay issues (minimum wage, ohetation of pay in both, private and

public sectors).

Trade unions and works councilgt accordance with Czech law, trade unions andetra

union bodies are the only legitimate representdtivgies of employees in labor relations
that have the right to collective bargaining. Si2€®1, the Labor Code has introduced a
new type of employee representation in organizatimhere there are no trade unions.
These employees can establish works councils, wdaohmediate in relations between the

employers and employees and are called upon taaantbe right of employees to infor-
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mation and consultation. The European Works Cowemables employees of multinational
companies meeting certain conditions to have adoas$ormation regarding the company
and to discuss it with the employer. The Labor Cald® includes explanation of settle-
ment of collective/individual labor disputes (media, arbitration, strikes and lock-outs,
illegal strikes, etc.). The institution of labospection in Czech Republic does not exist. In
accordance with Act, some controlling activitiee performed by public employment ser-

vices (by labor offices) (ilo.org; mpsv.cz).

6.7 Tax Code

Income Tax:a foreign resident who is employed in the CzechuRbc pays tax only in-
come earned in the Republic. The tax year in thecB@zZRepublic is the calendar year,
which ends on the 81of December and the annual return must be sutinitye3£' of
March. In case, there is delay in submitting anuahmneturn will entail fines of 10% of the
tax payable. Czech Republic Corporate tax in 20468 ®9%. In order to encourage eco-
nomic activity, the rate of corporate tax is consifareduced. In general, capital gains in
the Czech Republic are taxed as income for compaara individuals (worldwide-

tax.com)

VAT: from I¥ of January, 2010, VAT is payable and the reduegelis 10% and the basic
VAT rate is 20%. In the Czech Republic subjectspsehturnover achieves the sum of one
million crowns for the 12 calendar months, are gdidi to become VAT payers. The sub-
ject must submit an application for registrationaa8AT payer within 15 days. If it does
not do so the Tax Office is required to imposene fof 10% of all income for the period

for which it should have been a payer and was not.

Another alternative is to become a voluntary VATygra meaning a company/individual
applies as a VAT payer, despite the fact thatutedver must not exceed one million
crowns. The reporting periods for business aretgudgmonthly and the tax must be paid
by the 25th day after the end of the taxation mkrio

Among the free receipts from VAT are: televisiordamadio, financial institutions like
banks and insurance companies, postal servicesstekpiteries, non-profit making insti-
tutions and health and welfare services. Therealm@ other taxes such as: gift taxes and

inheritance, the road taxes, real estate taxes, etc
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Under the Tax Provisions (the Treaty on the Fumatig of the EU), any Member State
shall not impose on the products of other MemlateS any internal taxation of any kind
in excess of that imposed directly/indirectly omi@ar domestic products. Furthermore, it
is also prohibited to protect certain products agfadthers for the protecting purposes. On
the base of Article 26 the EU Parliament and thern€d must acting in accordance with
the ordinary legislative procedure and after camsgithe Economic and Social Committee
adopt provisions for agreeable of legislation aldatover taxes and other forms of taxa-
tion (indirect). Such agreeable is important falmbbshment and functioning of the inter-

nal market. It also ensures to avoid contortionarhpetition (unhcr.org).

6.8 Leather manufacturing sector in the Czech Republic

Generally, leather manufacturing industry in Cz&apublic is an export-oriented branch
in a long-term, which is corroborated by the fdwtta significant part of income (about
40%) is income from sales of leather goods for expthe leather industry belongs to
branches with lowest share of income from salevai services and products, value added
and number of employees as well. Last ten yearsiguo®f the leather branch with manu-

facturing was constantly decreasing.

Table 6 Footwear Industry

Value Quantity Prices
Million World Million World
2010 . usD

USD Rank Pairs Rank

Exports 434 22 39 24 11.15

Imports 641 25 140 15 4.58

Production 99 4 22.55
Consumption 105 27

(Source: coka.cz)

At present, the Czech Footwear and Leather Assori&dCFLA), which was created as a
voluntary group, incorporates around 55 companngsimastitutions concerned with manu-

facture, sale as well as research and testingas sfaterials and components and footwear
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in the territory of the Czech Republic. CFLA is@ls main information centre for busi-
nessmen in the leather industry within the projecthe Czech Republic’'s Economic
Chamber. It is also a member of the European Cenétidn of the Shoe Retailers ‘Asso-
ciations (CEDDEC) and the member of the Internaidsnion of Shoe Industry Techni-
cians (UITIC) (coka.cz).

Nowadays, the Czech footwear industry is concesdrat the area around Zlin. In 2010
Czech exports achieved a new maximum. The countngis clients are neighboring mar-
kets such as Germany, Slovakia, and Austria bubréxpo the United Kingdom have also
grown substantially in the last five years. Bel@sshown the data in 2010 from where we
can easily say that plastic and rubber footwearessmts half of Czech exports, which

explains its relatively low average price by Eurapstandards.

Sales

m Sales

4th Qtr

Figure 7 Types of footwear traded 2010 (quantity);

(Source: coka.cz)

Imports have also recovered from the 2009 fallayatstill below 2008’s level.
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1st Qtr

2nd Qtr

Sales

3rd Qt
A hatr

m Sales

(Source: coka.cz)

Table 7 Balance of production and employment trends ifdloéwvear industry (Export,

Figure 8 Types of footwear traded 2010 (quantity);

Import and Consumption of footwear) in the Czeclpuidic;

Czech Republic 2010 2011
Total prod. Of shoes in| _ 1998~ 1997~
Mil. Thousand pairs
the Czech Rep. 4 489 * 4 438 *
8 148 9844
Export of Footwear Mil. Thousand pairs
43 017 50 916
11 636 16 579
Import of Footwear Mil. Thousand pairs
140 169 182 978
Number of Employees People 3450 * 3400 *
Footwear Consumption Pairs 9.2 ** 12. 04 **
(Source: coka.cz)

53
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* A qualified estimat&C OKA (Czech Footwear and Leather Association)

** This is the apparent consumption of footwear @rper capita, real consumption is

around 3.5 to 4.5 pairs of shoes per year for pesqn.

Despite the decline of footwear manufacturing induand lost production in tanneries
and other supplying industries, also decreasedugtmh of some intermediate products
and components for footwear (soles, reinforcingnelets, fabric, interchangeable materi-
als and etc.), these difficult conditions todaycassfully operated a number of smaller
firms and family-type businesses that focus on igficed products and perfect customer
service. The above table also shows, however, ltheods of economic pressures, the
Czech shoe industry can be considered as goodftaridré exporter.

6.8.1 Short profiles of potential competitors to Super Tanery Limited in Czech

Republic

The most threatening competitor is considered bgtmmompanies from China (60%), EU
15 (10%), domestic competitors (6%), South Med (38490 other Asian countries- India
and Pakistan as well as the former Yugoslavia camare identified as strong competi-

tors.

BATA, a.s., Zlinis a large, family-owned shoe company, which waméted in 1894 by
Tomas Bata and currently headquarted in Lausawmiéze3land, with 3 business units.

* Bata Metro Markets, Lausanne
» Bata Emerging Markets, Singapore

+ Bata Branded BusinessBest, Netherlands
Currnet shoe brands are:

« Bata (Bat'a in former Czechoslovakia)

« Bata Premium (handcrafted dress shoes)
» Bata Industrials (safety footwear)

e Bubblegummers(children)

e Power (athletic shoes)

* Marie Claire (women)
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e Hush Puppies(Premium) [Hush Puppies is owned by Wolverine Wittt and
not Bata]
* North Star (youth)

e Weinbrenner (Premium Outdoor Shoes)

According to Bata, in 2007, the company served lliani customers per day, employed
over 40,000 people, operated 4,600 retail storemaged a retail presence in over 50
countries and had 40 production facilities acra@ss@untries.

Bata, a.s., comprises sale and manufacuring dingsiNowdays, the sale divition operates
more than 60 sales outlets in the whole of the E&epublic. The product range sold in

the shop network is intended primarily for town tounsers.

The product line produced by the manufacturingsidn at Dolni Nm¢i covers solely the
CASUAL type of shoes, which is footwear for leisuméended primarily for younger peo-
ple. The shoes have been designed in co-operattbritalian designers. Though the larg-
est part of the CASUAL footwear is produced in nsesizes, the manufacturer offers the
same shoe models also in ladies’ and children&sdjen.wikipedia.org; coka.cz).

CIL, vyrobni druzstvo has been engaged in footwear manufacturing siedernation in
1953. From the beginning it was textile footweatet on leather indoor and summer out-
door footwear. Company has produced mainly summdrvainter leather outdoor men,
ladies and children footwear since 1991. Footweananufactured by glued technology on
International and USM machines. Footwear intendedhfgh working load and for ex-
treme conditions, means work shoes or footweaalslgitfor military and similar services
is manufactured by sewed on technology of solesp@itite major part of the co-operative’s
output is formed by cemented (stuck-on) footwearotal, the co-operative manufactures
approximately 100 thousand pairs per annum. Comgahyers its products firstly to west
and central European countries. The co-operativé'®r products are foot supports made
of leather and natural materials. The co-operaipedduct line includes also fancy leather

goods and also ready-made clothes.

CIL, vyrobni druzstvo, is accredited to ISO 900D&0and also is certified with special
police footwear industrial design owner and wonatective and security footwear designs

(cilpv.cz).

FLEXIKO CZ, s.r.0., Lhota u Malenovic, was founded in 1992 and since its foundation;
it has been specializing in manufacture of stitotvia footwear. Te shoe production covers
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the entire manufacturing cycle starting from samglclicking and preparing of semi-
finished products (shoe components), stitchingediaitoming to the final product.

The company is producing walking (street) shoeswark boots (tested by the Testing

and Certification Institute a.s. in Zlin).

The product range comprises light-weight hiking isdor young people (known as “pio-
neer boots” in the Czech Republic),higher uppertbdmown as “farmer boots” , boots
with “Vibram” type sole, light-weight white colgsrophylactic shoes, glassmakers foot-
wear, hiking boots and leisure footwear, etc. Tr@nnspecialty of the company is manu-
facture of shoes using two technologies: the linfngsted using cementing process while
upper is lasted employing the stitch down techmpl@ddready produced footwear by the
FLEXIKO Company includes predominantly leather uppextile lining and rubber soles.
As regards to service properties of this footweaar solely high: all the shoes are strong
and the same time very flexible, comfortable andiven by the stitch down manufactur-
ing method. During its existence the company hak bAunetwork of loyalty customers,

which are mainly firms recognizing quality of Czgmtoducts.

In 2006 a new department for export was createdhf@rEastern European markets as an
independent company CEBU TRADE s.r.o. and it isady operates in Slovakia, Hunga-
ry, Slovenia, Croatia, Federation of Bosnia andzegovina, Serbia, Bulgaria, Romania,
Esthonia, Latvia, Lithuania, Belarus, Russia, UkeaiMoldavia, Kazakhstan, Kyrgyzstan,

Poland, Tajikistan, Uzbekistan, Azerbaijan.

The footwear is supplied not only to the domestarkat, also to UK, Italy, France, Slove-

nia, Hungary, USA and other countries.

FLEXIKO CZ, s.r.o0., is certified with six qualityectificate which is company’s main ad-
vantages. Furthermore, traditional production, aewelopment, Czech product, profes-
sional service, special technology, footwear maderter, shoes in extra large sizes /48-

50/ FLEXIKO CZ, s.r.0. considers as a company'smaalvantages (flexiko.cz).

Faraon sandals, s.r.o.deals with import and sale of hand sewn shoes 06% leather.

Each model is an original that cannot get elsewheoenpany is producing sandals, slip-
pers, Christ’'s sandals, gladiator sandals, hiparesother summer shoes. FARAON San-
dals are exceptional not only for its simple arejaht design, but also good quality leath-
er, from which they are made. Company is workinthweading manufacturers, as well as

material suppliers, which also guarantees the tyuatid long durability of products.
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For the company Faraon sandals Ltd. are those shads in India, Greece and Palestine.
Only Faraon sandals Ltd. sells that kind of shaeSantral Europe (faraon-sandals.cz).

FARE, spol. s r.0.,was founded in 1991when it began with labor hife8RE is domi-
nant manufacturer in the Czech Republic. Firstahtvabout working for some Italian shoe
companies and later, after having achieved pradaasilevel, the main customer was an
Austrian company and the best teacher for FARECullection of FARE shoes has now
more than 400 models mainly in the full-leatherigiesCompany is focusing on the de-
veloping and producing of the casual yearlong, erigind summer shoes. The advantage
of these shoes is the spring-loaded plant graddaped stiffener, sole waist support and
precise manufacturing. The Thomas heel, whichgblilirecommended by orthopedically

specialists, is also worth mentioning.

Another important product line of the FARE CompanyalasSské Klobouky is men'’s,
boys and children’s trekking footwear made under TnekKing trademark. The FARE
Company has received many awards and top qualityficates. All models fulfill the

main function to protect feet, but very importaniso the good look of shoes (fare.cz/en).

NOVAK STEPAN — REJNOK is a primarily a retailer of footwear and leatHeber-

dashery which was founded by Mr. and Mrs. Novak$981. Since 1966, it has been op-
erating in total 6 shops where predominantly foamsupplied by Czech wholesalers is
offered. The imports account for about 20 percérthe company's turnover. Since 1995,

the company has been a member of the Garant-Mada&iason in Zlin.

The company REIJNOK imports footwear particulariynfrthe European Union countries.
In 2002, the company spread the commercial zonecanpleted construction of a multi-

functional building housing two shops in f Karloviary — Rybde (rejnokobuv.cz).

SNOBL JIRI, T¥ebi¢ was founded in 2000, which concentrates on aig#/in the foot-
wear field. The company's major business is puelddootwear for the purpose of its
subsequent deliveries to certain target groups. mae products lines are men’s and
woman’s summer, winter and all-season outdoor sxatushoes. A priority is given to
footwear made from quality calf, cattle as wellgasmt natural leathers. A strong point of

the shoes offered is also good workmanship andtguahterials assuring pleasant wear-

ing.
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The company uses the following trademarks for priag®n of its products:
- The men's footwear is presented under the ,RICDA@Rrademark
- The ladies' shoes are presented under the ,MACICtrademark (coka.cz).

Z-STYLE CZ a.s, continues the long tradition of shoe manufactar&lin. It develops
and distributes work and safety footwear of ownndeaBENNON a ADAMANT, work
and free time footwear MOLEDA, and rubber footwaad supplementary products. The
company's business activities comprise not onlygdesnd distribution of work and safety
boots but also provision of comprehensive servaiesed at consultancy in the field of

footwear.

The company Z-Style CZ a. s. aims at providing @umgrs with work, safety and leisure
footwear manufactured from modern materials bycarielogy capable of delivering the
users the necessary protection and wearing convfalé meeting their price requirements
[61].

STL must take into account, that Chinese producthvis imported in the Czech Republic
and gain quite high market share from the markekes threat to all other export compa-
nies. Czech people prefer to buy high quality sheiis cheap price. Hence, STL has to
start penetration after deeper analysis of the ICpearket.

6.8.2 SWOT Analysis

By providing SWOT analysis will help Super Tannéignited to match its capabilities to
the competitive environment in which it will opezatt will help the company for develop-
ing and confirming its own goals and marketingtsigg. SWOT analysis is imperative to
ensure us not to waste time and energy on a prachich is not needed or wanted in the
marketplace. Additionally, it will enable Super Temy Limited to analyze its internal and

external factors.

Strengths:

» Leading leather manufacturer in India

» Ready availability of highly skilled and cheap mawer
» Large raw material base
>

Capability to assimilate new technologies and hatetige projects
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Y VY

YV V. V V V V V V

Company is Government recognized Export house

Participating in various leather fairs around theld

Established and highly reputable brand, STL is icomlly developing its own la-
beled products and services in order to increaskenperception and awareness.
Still has a large production capacity. It can prala variety of finished leather.
Developed marketing mix ...

Strong management team with efficient networks.

Meets standards of ISO and strict regulation oftyadind security.

Not much competition on international basis frordi#n

Well spread distribution channels.

Most qualified personnel in the leather industry.

STLs website is all-embracing, fully informativedaavailable in English language.

Weaknesses:

YV V V

Production wastage is not utilizing very much etifesy
International price fluctuation

More individuality in staff than conformity with ghcompany’s goal
Lack of advertising and promotion on local basis

Opportunities:

>

Ability for customers to make an order by Internet

Further expansion of the leather manufacturersiarevell-saturated

UK and Asia area: STL'’s present strategic orieatats mainly on UK and Asian
countries. By expanding its operations into Czeehket, simultaneously company
will start operations in Europe, in Schengen caastr

Implementing STLs existing strengths in the Czeepublic.

Threats:

YV V VYV V

Fluctuation in exchange rates

Stricter international standards

High competition from East European countries aféoAsian countries
Negative changes in macroeconomic factors

Political Risk
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> The effects of the weather on the sales

After determination of SWOTSs facing Super Tannenyited, the objective of penetrating
the Czech market is achievable with identifyingaaréor development and the probability

of higher success.

6.8.3 Porter’s five forces

For developing the company’s objectives and toysthd market as a whole the best mod-
el is Porter’s five forces model. For making a g@aéle evaluation of Super Tannery Lim-
ited’s strategic position, this model can be coeed as a starting point. The five forces
model is not designed for industry sector levellysia or industry group, it is much well-
conducted when it is used at the line-of-busineskistry level. To get the desired out-
come, an expanded company like Super Tannery Lihsteuld develop for each line of
business its own, industry specific, five forceslgsis. Porter referred to these forces as
the micro environment, to contrast it with the mgeneral term macro environments,
which consist of the forces close to a company élfffatts its ability to serve its consumers
and make a profit. After all, to understand thecire by defending against the competi-
tive forces and forming them into the company’sofais decisive to Super Tannery Lim-
ited’s effective strategic planning.

of Mew
Entrants

¥

‘ Threat ‘

Bargaining Among | Bargaining
P-:-wm_- af Existing Powaor of
Suppliers Coampatiters | Buyers

*

Thraat of
Substitute
Products or

Sarvicas

Figure 9: Porter’s five forces, shaping indusioynpetition

(Source: hbr.org)
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The analysis starts with focusing on Super Tanhémjited’s “vertical” competition and

on the leather manufacturing market.

Threat of new entrant$o overcome the barriers for starting up a showravarehouse are

not impossible. In the Czech Republic productidbcreased in manufacturing level and
we have to look for the reason in slow sluggisiiestd economy. The ability to establish
beneficial supply contracts, leases and to be cttiyeels becoming harder and harder.

The threat for new entrants is customer’s loyaityhie already existed brands. A potential
entrant must either rise above the uniquenessrea@dy established products or determine

likewise differentiated products at a lower prioaricrease value for consumers.

The bargaining power of suppliers the leather (shoe) manufacturing industry ematr-

thy is that shoes are manufactured primarily framw materials, including leather, rubber,
and etc. These materials could be classified asradities, where the manufacturing pro-
cess adds to their value. For this main reasorsubeliers have limited bargaining power,
and little impact on profit potential.

The bargaining power of buyerhe bargaining power of buyers must be very gfriarthe

Czech Republic, as the main goal of the leatheruia@turing sector is to identify, develop

and maintain them.

Buyers have high switching costs in regards to dppdy cost. If a shoe retailer decided
to drop one of the popular shoe brands, their satedd fall sue to high customer brand
loyalty. Most buyers have a medium profit margimptce sensitivity of buyers is moder-

ate. In the leather shoe industry, price increpsss to the buyers.

Super Tannery Limited is aware of its consumersteagats them with high level of atten-
tion (e.g. if buyers have any complaints are prdyngpdlved and etc.). It is also trying to
make buyers feel special in its shops. Increasieg toyalty finally results in higher col-
laboration and in some cases, may even reduce $iis@rsitivity to price changes. There-
fore, STL will attempt to satisfy its buyer prefeces in the Czech Republic in ways that

no competitor can.

Threat of substitute productsor Super Tannery Limited the presence of marufacs in

the Czech Republic could be viewed as a threatptant substitute products from buyers’
perspective. Furthermore, all substitute products ather manufacturers’ own brand rep-
resents a threat because of the fact that othepaoies (national/international) have al-
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ready established their position in the country pasises certain level of reputation. They
are familiar to the Czech target markets and tbein branded products are linked with

their brands. STL’s brand is new occurrence here.

Conversely, STL can have a dissimilar or absoluteantage over its competitors for
products that are unique. Step by step, with ri€id. brand loyalty, differentiated prod-
ucts may effectively be separated from substittwéghout brand loyalty, buyers may shift
to substitutes that offer similar features at adowrice or to brands offering more attrac-
tive features at the same price. Meaning to achesomer loyalty is to differentiate
brands in ways that are important to buyers/custene case of brand loyalty, customers
are less sensitive to price increases. While STLsatisfy the differentiated need of loyal

customers, it will be separated even from pricesdaompetition.

Rivalry among existing competitor&enerally, shoe industry, corporations are migual
dependent. A competitive move by one company dyrexdfects competitors and forcing
retaliation. (E.g. Reebok’s expansion of the wormemalking shoe inspired other firms to

follow).

The number of competitors is stable, incompletelg tb high entry barriers. Manufactur-
ers watch each other carefully and make appropt@iatermoves to match a competitor’s

move.

In the Czech Republic, there is less presencereétlof rivalry. It is clear fact that in India
there are about double dozen of leather manufacfwompanies directly competing with
each other and controlling approximately 70% ofriregket share, while in Czech Repub-

lic top two or three leather manufacturers cordirolund 60% of the total market.

Low exit barriers and diversity among competitoas Iminimal impact on profit potential.
If the leather shoe industry becomes too unprdétabompanies could switch to other
shoe markets. Noteworthy, diversity among comparsesmall because every company
follows one another. The rivalry among existingwganies is high where weak companies
are easily acquired by fierce competitors. This mmaye a high impact on profit potential.

After identifying beneficial and unfavorable forcés Super Tannery Limited’'s future
performance in the Czech Republic as well as tastry’s attractiveness, it is significant
to analyze the situation and examine the impacthefforces. After precise analyze will
enable STL to apply its core competencies and thesmess model.
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Nonetheless, the framework of Porter’'s Five Fonedh its critical aspects and its static
nature, the competitive environment is changingpulently. Therefore, STL’s corporate
strategist should find the position in the industtyere Super Tannery Limited will be able
to best assert itself against these forces andjdssnfluence them in its good turn. Com-
pany has to use opportunity to idenetify the sttierad the position and the ability to make
a sustained profit in the leather manufacturingisidy.

In the project part, it would be advantageous fgpe3 Tannery Limited to complete other

elements of Porter’s forces model, like generiatsgyies and value chain.
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7 PROJECT FOR MARKET PENETRATION INTO THE CZECH
REPUBLIC

The main goal of this project is to define the aetiaé steps required for the Indian leather
manufacturing Super Tannery Limited to penetrageGzech market with opening branch
office/warehouse. The aim of the project is to ptevand develop marketing strategy for
Super Tannery Limited in the Czech Republic andradtl evaluate the proposed project

against uncertainties and potential risks.

The project starts with the identification of STIdbjectives, mission and goals, followed
by the characterization of a relevant entry modé¢hn Czech Republic within the legal
framework. The project lasts with the comprehensvalysis of the marketing mix, where
it will be focused on the needs of targeted audisrend the strategy is fit to the Czech

Republic.

At the last part of the project emphasizes barémmarket entry into the Czech Republic
and designate threats and potential risks, follobednethods and approaches how to re-

ject the risk.

Overall, for the market penetration, the risk aimgetanalysis will be helpful. The project

is also completed with total evaluation.

7.1 Marketing Strategy

7.1.1 Mission-strategic goals and objectives

Super Tannery Limited’s mission in the Czech Rejubill be: to identify a specific set
of customers, to grow and diversify its own bussasd also every new venture has to be
supported by employees and owners as it developsp@ny will be oriented to have de-
mands from Czech population and help them to gg Batisfaction with their making

decision process.

Super Tannery Limited’strategic goals and objectivas the Czech Republic are:

» Firstly, to avoid new market panic, meaning totgp@netrating when revenue will
be grown, otherwise when revenue starts to shpakic sets in.

» To rank among top 5 leather manufacturers withenfitst 3 years of operations;
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» Step by step process to develop service leveleeliat their customer loyalty sys-
tem.

» To consolidate ranking among top 5 leather manufacs in the Czech Republic
within 10 years of operations;

» In 10 year’s time to have 10-15% of target marketrs in the Czech Republic.

7.1.2 Entry mode

Choosing the right approach requires deep researdhwill depend on the country (in this
case in the Czech Republic) company wish to entdris product or services. STL will

decide to own in the foreign venture and the paaénsks it is going to face. Hence, there
is a choice either acquires an existing companysebrup a new venture, i.e., perform a
Greenfield investment in the Czech Republic. Theegal perspective on this choice stipu-
lates that takeovers are less risky than Greenieldstments, but yield a lower expected
rate of return; accordingly, STL would become muai#ling to perform Greenfield in-

vestments as greater capabilities and internatiexyérience increase its ability to handle

risks.

Super Tannery Limited is large leather manufacgugompany with annual sales of over
USD 55 Million and it should focus from the begingion larger markets. Furthermore,
company has enough capacity to face more riské, asidalling markets, restricted or de-

valued currencies or government changes.

There is a choice between either horizontal FD¥estical FDI modes of entry by the Su-
per Tannery Limited. Vertical FDI occurs, when altmational company fragments the
production process internationally, thereby loga#ach stage of production in the country
where it can be done at the least cost, which nkghp STL’s involvement at minimum.
But using vertical FDI entry mode may reduce conyfmpotential and its market benefits.
Overall, vertical FDI might be preferred when thexe perceived low market growth po-
tential. Based on aforesaid and keeping in mindeSd@nnery’s capital availability and
international strategy, the company prefers theizdotal FDI entry mode; arise when a
company supplicated its home country-based adsvisit the same value chain stage in a

host country through FDI.

This method has been successfully proved in thatdes, where STL has penetrated till
present (China, UK, Malaysia and United Arab Enesat However, in the case of entering



TBUin Zlin, Faculty of Management and Economics 66

the Czech market, this model will not be reitenatfor already penetrated markets, but
only the analyzing the essential factors presetitenCzech Republic.

The horizontal investment entry is the most applieanode in the current situation for
Super Tannery Limited to penetrate the Czech Markkeé best possible option for the
manufacturer will be to acquire space for buildomgnch office, with approximately 10-15
square meters of real estate property. The prognamwill be included the divisions as
follows: 90 square meters will be intended for: $A)L’s warehouse/branch office which
will offer own-labeled leather footwear for both ngkers. STL will have contractual
agreements with local business entities, which/ate@already working with the existing
leather footwear industry in the Czech Republic.

Initially, STL will have exact amount of “start-ugbsts connected with establishment and
presentation activities; this of course, is acaugirine space and building an office. Testing
the Czech market by establishing with warehousefibraffice, company gives a message
to Czech market that after 3-5 years after penegratompany will open its own-labeled

leather footwear shop. Overall, the start-up ofrapens would comprise high human and
financial capital that will be from the initial gfa focused on the long-run functioning and

Success.

In accordance with roughly proposed estimation, $8h invest approximately CZK 1
million in starting its operations in the Czech Bblic. By the time of actual decision to

penetrate the market, this amount will be revised.

7.1.3 Reporting and registration requirements

Start entering the Czech Republic, there will b&etof reporting requirement for Super
Tannery Limited to follow. There exist some keyngiples set by the Commercial Code
that have to be followed. Accordingly, there isaaecframework for the accounting law,
established by the accounting Act, supported byctieet of accounts and procedures. In-
come Taxes Act and VAT Act govern the main tax lawshe Czech Republic, among

them the corporate tax and personal income tax (awmats.cz).
A closer insight uncovers three basic steps thpeSliannery must follow:

First of all, STL must be registered in the Business (CommigiRegistry of the Regional

Commercial Court to acquire the commercial license.
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The Czech Commercial Code and the Czech Civil PioreeAct have been modified to
accede with the European Community Law (effectinees £ July, 2005) and to make it

faster, simpler and in that way, more conveniemetpster in the Commercial Register.
The changes in the codes implicated the following:

* Introducing standard forms of applications;

* Abating the number of participants to the procegstin

e Setting a time —saving procedure for registratauring which the data is entered
without substantial review for certain entry types;

* Providing information about exact time limits nesary for decision and their is-
suance and entries;

* Introducing the “silence-is-consent" rule;

» Setting limits for implementing the complete eleaic administration of the

Commercial Register.

Starting on the sLof July, 2006, the time limit for the court to dt#e on registration in the
Czech Republic is five working days.

When STL will file an application for registering the Commercial Register, it will need
to enclose the documents as follows: (1) the coryiparticles (memorandum) of associa-
tion in the form a notarized deed; (2) the documedtirming the company’s title to the
premises in which its seat is located (in Indi8);d confirmation from the administrator of
the contributions into the company’s registereditebpwhich is confirming that each
founder paid up at least 30% of his/her monetapjtabcontribution and that the total paid
up capital contributions amount at least 100.00ZK; (4) a confirmation from the corre-
sponding bank that the capital contributions aglkel in the company’s special bank ac-
count for the registered capital; (5) the documentshe company managers and the exec-
utive; and (6) the executive’s written legal deateon (affidavit) with the notarized signa-
ture, his/her sample signature, and his/her congeheir registration in the commercial
Register. The cost of the registration amounts.@0® - CZK, which must be paid in the

form of court stamps. The registration proces®igtuded in seven days.

SecondlySuper Tannery Limited must be registered forsébe&fore starting its operations

in the Czech Republic. Below are the deadlinesdgistering within the Tax Office:
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* General registration and income tax take thirtysddy case of any predicted
changes, statement must be made within the fiteefi days;

* Hiding tax and payroll tax registration submitéén days;

« For the VAT obligatory registration the situatianas follows: Since the’'bof Jan-
uary, 2010, amendment (# 362/2009) to the Act oM ¥@ok effect. From this date
on, every company is obligated to submit its VAGiseration form within fifteen
days rest the end of the month in which the coowlstiare met, or in some cases,
within fifteen days following the date when the qmany automatically becomes a

VAT payer.

On submitting the application for income tax regigon, STL will receive a tax identifica-
tion number (precisely the same number as for tA€ ®nd the Income tax). The registra-
tion procedure is free of charge and the processgi$tration is finished within one work-

ing day.

Thirdly, Super Tannery Limited must be registered fordgheal security and also for the
health insurance. The company ought to make tlgistration within eight days since the
date when the first employee will enter into waitke(employee’s and employer’s registra-
tion in practice are made at the same time). Thestration for both services is free of
charge and that process requires one working dayam be done simultaneously with the

previous procedure (doingbusiness.org)

7.1.4 Strategy in the Czech Republic

For analyzing Super Tannery Limited’s positioninghin the Czech Repubilic, it is neces-
sary to focus on what marketing strategies commaght to implement upon entering the
country. It must be deliberated if there will beyammilarities between the strategies had
used in India or similar to STL’s international rketing strategies. Determinative factor
for STL’s success in the Czech Republic will betrargy readiness to adapt to the local
market without losing its core identity, more pssty, to implement thglocalisation

strategy. Super Tannery Limited must combine loealities together with global tenden-
cies. This must be the core strategy of the compapglying to the idea of the STL's ap-
proaching the new market differently, respondind anderstanding to local needs, which

covers the needs of the final buyers, competitodsthe broader macro environment.
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STL cannot survive just by doing a good job. It kmbe excellent to succeed and survive
in the competitive Czech market where suppliersadmendant. The key of profitability is

to satisfy target customers with competitively sigreoffers.

Super Tannery Limited will keep the various stagéshe two different marketing ap-

proaches — Traditional and improved strategiesclwhbovers as follows:
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With the prioritize of value creation, STL will diey capital better than its competitors,
meaning company will be able to know how to growich is enormous advantage in
building STL'’s ability to achieve profitable andhig-lasting growth.

STL’s next steps are depending on a market orientathich will be combined with the
proper environment factors, sucheec®nomicsgovernmenandcompetition For the adap-
tation to local needs, company must have accompksits and it also has to be flexible
regarding to the macro environment changes (exgchanges, new laws, trade barriers,

demographic change and government policy changeglgs

To cope with the competition, it is decisive to gegp a differentiation strategy and a
strong brand image. Between the marketing proceSapsr Tannery Limited must take
some measures as follows: (a) ensure the qualipyarfucts that it offers — it will achieve
by taking company’s starting point and making ittéwe STL ought to always provide the
best quality outputs and also it must conduct omati monitoring; (b) ensure stable price
competitiveness — it will be achieved by offerirge tconsumer a greater value than the
competitors, such as by offering lower prices avpting quality services or other benefits
that justify a higher price. This will also be ashed by cost leadership, differentiation,
and focus; (c) ensure innovative offer — this Wil achieved by tapping into both internal
and external knowledge. Super Tannery Limited raisi offer innovations in both, prod-
ucts and services (e.g. company of Buffalo and @Gather for Casual and Fashion Shoe);
(d) sustainable development — Super Tannery Limiedt keep participation in sponsor-
ships, in various donations, investments in devekqt; and (e) ensure increasing sales —
this will be achieved by the customer loyalty, aSbL has to make sure that stores/shoe

shops which company collaborates are best sellers.

7.1.5 Marketing Mix

To effectively market a product or service there fur things STL need to get right. It
will enable company to best serve and satisfy ecaste in the target markets. Combination
of four P’s will help the company to create a sgstel mix for the Czech Republic. It is
crucial for Super Tannery Limited not to bet on @amy’s future only on one mix, but to
try and choose the most applicable one. A mix bdlcreated by experience, market re-
search and experimental steps. All of its elemeiitde the basic and tactical components

of the marketing plan. Each element is describéale
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Product and Place

Product, that Super Tannery Limited offers will iewed as having two rows of shoes
(for men and women) with some lines of leather shdéere is the core (casual leather
shoes for both gender), the dress/formal shoe<l@ssy nights out, for both gender), San-
dals, Safety and Military footwear for men. So, thain concern will be to offer to new
Super Tannery Limited target customers the bedttgleather shoes.

For better knowing of the Czech market, STL mustdemt comprehensive target markets
survey. Besides, the company must use the knowladgemplished from the experience
of already penetrated markets, which will helppplgting customer feedback and the start-
ing point for its newest warehouse/branch offickisTis crucial for SLT to be done in or-
der to get closer to what customers will desiree ©@hthe main objectives of Super Tan-
nery Limited when penetrating new market is to digvets core identity based on high

product quality and services with accessible prices

Regards to brands and quality outputs, STL wilbgedly develop its brand image and will

perceive recognition and satisfaction among custeme

In India and those countries where STL has persetratarkets, the percentage of the rep-

resentation of the Company’s distinctive niche lalrising.

From the beginning stage of penetration, Super @igniimited will open a ware-
house/branch office in the center of Prague, arldoffer pleasant, friendly environment
and convenient sopping experience for the buyeiigh Waving own representatives in a
target marketplace, for STL will be easier and dretbmmunications with the customers
and, most importantly, with consumers from all emmoic levels - large, medium and small
sized companies. From the perspective of the buyethe Czech Republic (the target
marketplace), this is a great convenience. Thelyhave better access to product and ser-
vice information, get prompter responses, and gsedf there is warehouse/branch office)

they will get faster delivery of products.

It is noteworthy to mention, that web-shopping &y popular in Europe. Particularly,
women and younger customers see it as quite d€b.will also add Czech Language on
its website (www.supertanery.com/cz), which will fdly informative and what is very
important Czech people prefer to get informatiothi@ir language than in English. Orders
and payments can be made via computers as wellelhsplsones or in the ware-
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house/branch office and Czech customers will be &blreceive their delivery either at
home or away, more precisely at STL’s partner simgos or at special locations.

As in India, STL will attempt to keep its strongnsoimer-oriented policy that will differ-

entiate it from its competitors in Czech Republic.

Pricing strategy and Promotion

Pricing strategy for a market penetration meansg tbapany has to set the price of a
product/service as low as possible to facilitapgdaales. It is likewise to succeed in large,
growing markets and is most often used in new prbohiroductions. A penetration price
is generally chosen when the marketer’s goal &ctoeve high market share.

Pricing strategy is oriented towards bringing Supannery Limited turnover. Rest of the
P’s are linked with costs in one way or anothecdgts to produce a product, to promote it,
to distribute it). While pricing strategy createsignificant advantage for a company that
can identify and act on this type of price sengitifPricing often has the effect of block-

ing, or at least delaying competition.

Discussing the pricing strategy STL will take irocount its own pricing objectives (of-

fering relevant higher quality leather shoes asoeable prices) and existing competition
in the Czech Republic (all of the above mention@apetitors) and their pricing strategies.
Accordingly, the best way for STL will be to adaphumber of pricing strategies and al-
low themselves a certain degree of flexibility (qgmamy has to take into consideration the
possibility that leather manufacturer companiesg@néin the Czech Republic might lower

their prices in order to get Super Tannery Limived of business).

In order to be achieve the objectives by the STlwill be targeted mainly all market

groups (all business entities) in terms of puraimg@giower.

According to the Czech Footwear Association, tteeeebroadlythree types of consumer

using price and quality as the basis of segmemtatio

- The high quality buyeraho are looking for fashionable branded footwegorates of €

60 and more. They tend to purchase from specitigps. There is little brand loyalty and
preferences depend on their taste at the momenmgér people and the more affluent

belong to this group, and this group is growingire as the economy grows.
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-The middle grouphat has changing preferences. They buy all typstaes from high to

low price, branded and unbranded. They are vermepronscious and want a good deal
from the transaction. This is the largest of the¢hgroups. Consumers here tend to move

up to higher quality fashionable footwear but stiint value for money.

-Cheap footwear buyersho buy unbranded shoes for € 25 or less. Thegag@bay at the

lowest possible price and would tend to buy in sonaekets.

Overall, STL will penetrate the Czech Market witte teather shoes which will be aimed
to all abovementioned cunsumers. Company has encaggbility to satisfy all consumer

segmentation.

STL is attempting to choose the best pricing sgpatfom three methods (competitive
pricing, penetration pricing and price skimmingedo better position a product offering

within the Czech market.

With competitive pricing strategy STL has to atteérgpsell the most products at the low-
est possible cost. With cost reduction as the pirodjective, company takes into consid-
eration all costs related to product delivery, viahéntails production, marketing and distri-
bution costs. Competitive pricing works within wéagr established price range exists
among competitors and within the market as a whidtes pricing method would be better
for mass products (such as bread, paper or catidlehave many distribution channels).

As regards penetration strategy methods, STL facusstablishing a market share using
the lowest price as a way to attract a large nurnbseales. The rationale behind this strat-
egy attempts to compensate profit losses through Violume sales output. In the process,
company can brand itself as a cost setter andlisttats name in the marketplace. When
used to position a single product, penetrationipgiccan also lure customers to other
available product offerings in the shop, which delp cut down on advertising costs.
Once market penetration occurs, STL can opt tougifdraise prices that are more in line

with a product’s market value.

When compared to penetration pricing, price skingmmethods work the opposite end of
the spectrum. With price skimming, products carfyigher price tag than competitors or
prevailing market price ranges. In doing so, STierapts to establish a high quality prod-
uct and brand name and possibly targets the typesstomers who are more apt to try
new things regardless of the price range. In soases; a high priced product can act as a

type of quality indicator to customers when it ifficult to determine product value, in
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which case a price skimming strategy could ben€fimpany can also generate substantial
profits and recoup costs off of a relatively lowwmne sales output.

Eventually, STL can make decision and penetrateCthech market with the bundle of

strategies (mix of price skimming methods and patien pricing methods).

Indian Super Tannery brands itself as a cost sattdrestablishes its name in the market-
place. This is most important for the company tm g& own customers who will be loyal
of the brand. As company’s objective is to greéeown business in Czech Republic and
open its own shops in a new future in the Europks, mecessary to start establish its own
name from the beginning in the marketplace. Intespf STL attempts to provide a high
guality products and brand name and possibly tdalhgetypes of customers company starts
operation in Czech market with lower prices comgmarito competitors established prices
in the Czech Republic. Only after two, three ye@fd. can establish higher prices on
products and it will act as a type of quality iratior to customers and on the other hand
this strategy could benefit.

Overall, the bundle pricing strategies will helpp8uTannery to gain all target customers

(business entities) and thus, offer advantagell padies.

It is not enough for a business to have good prizdemid at attractive prices. To generate
sales and profits, the benefits of products haveet@ommunicated to customers. In mar-
keting, this is commonly known as "promotion". Gumsers expectation is more from
shopping than just affordable pricies. They ex@dttctive promotional campaigns, high

product quality, friendly service and attractivepping environment.

Super Tannery Limited must maintain a strong bramage in similarity to India. STL’s
promotion mix in the Czech Republic will be apafrite consistent compaign, which will

be comprised of advertising, sales promotion, pekselling, direct mail and publicity.

As STL does not know whether or not result willtjiysthe cost of putting he team toge-
ther and getting the product into people’s handymany attampts to use all legal way to

promote.

Before STL opens own warehouse/branch office inGhech Republic, people must know
about their brand name. Outdoor advertising iseatgway to get the word out about com-
pany’s business. Busy traffic intersections as ihiPrague offer the opportunity to have a
large number of potential custoemers learn about@@dducts every day.
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STL will use Billboards (Euro size 5,1x2,4m) on ttentral roadway, which also covered
in phone numbers and website addresses. It is fdedrand-building and supporting a
compaign, but it just cannot do the heavy liftingerefore, STL will also use mail marke-
ting and other online media marketing as a partashpany’s print advertising package.
STL will make an advertisment in famous Czech nepsps such as Hospodéarské Noviny
(Business News), specialized paper focusing on aoanand political news. STL will
devote considerable amount to advertising througlective communications media (e.g.
on certain TV shows and networks, purchasing adesf 30 seconds), as it will serve as

an informative, persuasive and reminding tool, vitbad coverage, aimed at customers.

Apart from media sources, STL will be oriented aorpoting via social networks (not
only website or Internet). This specific tool woub@ mostly aimed at building brand
awareness and customer’s perception. The impagsne will be to identify where Super
Tannery Limited can differentiate itself from iterapetitors. A relevant aspect will be to
find connections/links which will support the piefiof STL and establish a direct con-

nection to the company’s website. Social network serve STL as a promoting tool.

Numerous promotional tools will be used in orderatract new customers and achieve
existing one, some of them being linked with seabautivities (e.g. New Year, Easter,
Christmas, etc.). At the grand opening of the fi&iper Tannery Limited ware-
house/branch office, company will offer specialgramme to their current and potential
customers about first cooperation. Company willvde them with product without pre-
payment and STL will give them one month (withouterest) experimental time for sell-
ing. This will be beneficial for business entitiasCzech Republic as well as good starting

steps from Indian company’s side in the new market.

Overall, the timing and organizational aspect toas&arehouse/branch office will build

awareness for STL Group and create a friendlinesthé target markets.

STL will carefuly analyze each promotion’s cost aadnpare them the next best alternati-
ve. Hence, direct mail is widely thought of as thest effective medium to achieve a
customer sales response. There are large numbeaibhg database available that allow
STL to send direct mailing to potential custoemesdnl on houseold income, interests,
occupation and other variables. Direct mailing caimgps are less visible to competitors
and it makes possible for STL to be more creafelonger.
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Hence, STL will attempt to promote well in the CadRepublic which will be guarantee
to gain more and more customers and simultaneotasigcrease company’s profit.

7.1.6 Barriers of entry and eliminating unfavorable situations

To be competitively in the Czech market, Super Bay.imited has to be able to enter it.
Between the strongest incentives for STL are thasmes of market growth, the measure
of profitability and etc... In spite of, there drarriers to entry, which are both endogenous

and exogenous in character. Below are discusseat tajriers as fallow:

» Availability of warehouse/branch office locations;

» Quite high initial investment by Super Tannery Liedi as well as capital require-
ments;

» To the less relevant extent, a barrier of entrySaoper Tannery Limited is the lan-
guage. Mainly, in the future negotiations with timernment as well as other in-
fluential bodies, it is of essential importancén&ve a clear mutual understanding;

Upon penetration, STL will still be unprotected dertain risks, between them the most

crucial being the following:

» Financial risk such as changes in foreign exchaages. In this regard, STL will
monitor the macroeconomic background of the changeschange rates and other
related macroeconomic indicators and their tremtis. choice of measures to abate
block the foreign exchange risk will depend on ithigihtness or vitality, the nature
of acknowledgment, planned operations and on teanasd economic effects of
the measures considered. Furthermore, STL mustikémmal financial reserve in
the Czech Republic on a stable level and be ahtedwide adequate liquidity dur-
ing hard economic conditions.

» Intellectual property protection and enforcemeft.clan give STL the leverage
needed to stay ahead of the competition. Whethsruhique design, formula, in-
vention, system or process, IP can be one of coypamost valuable assets. If it is
protected, it can be a powerful barrier to compegit

» Human resources such as business relationshipscoittiactors, distributors and

agents and employment practices overseas.
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After entry into the Czech market, STL must addisity be careful towards the following
issues in order to avoid complications and unfaveraituations. Below is given some

points as follows:

» STL must be registered in the Czech Commercial stegi

» There are licenses/permits needed to engage inaimenercial activity of selling
manufacturing outlets;

» Non-Czech branch directors do not need a resideecsit in the Czech Republic
for the purposes of incorporation;

» There are certain measures in the Czech Repubtiotect existing firms. This is a
relatively new practice, resulted from increasiniginational competition;

» There are no specific regulations of a large o\(tlietcom).

From this broader picture is visible the favoratdaditions for Super Tannery Limited to

penetrate the Czech market.

7.1.7 Time analysis using PERT method

The penetration project for Super Tannery Limitada@mpasses many tasks and activities
with varying levels of project importance. To makgproximation of the project develop-
ment and its completion in time, below are usedicali Path Method (CPM) which will be
useful for a company to identify critical and nartical activities of project and to calcu-

late shortest time by which the project could benpleted.

A. Deeper analysis of the Czech market (STL's reptasigas official visit to the
Czech Republic);

Searching for the space of potential warehousecbraffice;

Company’s registration and agreement from CzecheGuwuent;

Designing and organizing the space;

Searching/contacting the potential customers/bssieatities

Establishing the website in Czech language;

Design and testing of web-shopping;

I o1 moOoOw

Starting with outdoor advertising ( e.g., billbogrtbr the forthcoming branch/

warehouse grand opening);
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I. To make an advertisement in famous Czech newspagevngell as to advertising
through collective communications media (TV showd aetworks, purchasing ad-
space for 30 seconds);

J. Importing home products and filling the warehous&wproducts with only own
label;

K. The grand opening of the first Super Tannery Lichit&arehouse/branch office;

L. Conducting sales promotional campaign;

M. Start the web-shopping.

Below the table represents the activities togethiér their predecessors keeping in mind
three probable scentaios- optimistic, most likelgd pessimistic times- in order to have

contained all possible scenarios.

Table 8: Super Tannery Limited’s projected actegtand time periods for three scenrios

Activity | Activity Immediate Predeceszor [list | Optimistic time | Most likely time | Pessimistic time
Humber Hame number/name, geparated by '] [a] [m] [b]

1

1

—
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Timing presented for the promotional and adverjsiampaigns and starting with the out-
door advertising then making advertisement in fagnGmech newspaper as well as to ad-
vertising through collective communications medid averall are roughly estimated in
time-periods for making the first impression ancr@asing awareness among the people.
After first steps, all abovementioned activitiedl Wwe conducted regularly which also fig-

ures out of future ongoing actions.

The result and solution of PERT analysis is pre=eit Appendix |, where is presented all
activities that are important in terms of timing fuper Tannery Limited. The table also

shows the earliest and latest possible startingiarghing times for the activities. Lastly,
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the analysis describes the project completion tinkech is roughly 42 weeks (10.5
month).

Below, another table depicts the number of cilifpgdhs. Meaning of this is, that in order
for STL to finish the project in 42 weeks, the canp can choose among two variations of

timing for its planned activities and be able tonpdete the project in this time.

Table 9: Two critical paths for completing the @

04-16-2M2 Crtical Path 1
1 A
2 B
3 C
4 D
h F
b G
Fi H
Completion Time 41.50
Std. Dev. 1.07

Furthermore, PERT analysis displays the graphickitiosn of the project completion and
exhibits of activities of the Gantt chart, whichosls the start and finish times for each
activity that will be conducted by Mercator. Thdumns of this graphical tool are pre-
sented in the Appendices Il and 11l

7.1.8 Cost Analysis

Marketing cost analysis is another important tdaharketing control. It typically includes
costs for promotion, advertising and public relasioOverall, Super Tannery Limited must
plan the marketing budget for the first year of riatien moreover initial investment to

penetrate Czech market.

The marketing budget is evaluated monthly, accgrdinthe monthly activities as well as
evaluated quarterly based on the sales development.

Below, table shows all the expanses of necessdiyites for one year operating in the
Czech Republic.
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Table 10: Marketing budget for the first year opi@grin Czech Republic
ltems Description Price | Quantity| Total

Outdoor advertising| Billboards (size 5,1x2,4m) 0.310) 3 54,000
Print advertising pact Czech daily newspaper
kage "Hospodarské Noviny" 75,000 4| 300,000
Communication media Advertising for 30 seconds 900 12 10,800
Company's registratic  Company's regestered
on capital and registration 105,000 1| 105,000
Official visit to Czech
Republic For deep market analysis 28,000 2 56,000
6 Grand Opening 65 guests; 5 stars Hotel 1,000 65 65,000
7 Labor cost 4 staffs 162,500 12| 1,950,000
branch office/warehouse,
8 Rental space 90m2 18,000 12| 216,000
9 Additional fees 20,000 1 20,000
Total | 2,776,800
Reserve fee 10% 277,680
Total 3,054,48(

(Source: Own elaboration)

7.1.9 Risk Analysis

Risk analysis refers to define and analyze the ela@dheir impacts and measures to re-

duce the probability of risk factors and identifyuatermeasures to successfully deals with

these constraints when they develop to avoid plessigative effects on the competitive-

ness of the company.

Below given list of possible risk analysis that S@dn face in Czech Republic.

|. Stricter international standards

[I. High competition from European and from othesi#n countries

[ll. Fluctuation in exchange rates

IV. Low interest rate

V. Negative changes in macroeconomic factors
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VI. The effects of external factors on producti@uctry

VII. High storage cost for unsold products

VIII. Political risk

IX. The effects of the weather on the sales

After examining the risks, the STL can evaluateralv®f their probabilities and impacts

of the all abovementioned risks by Risk Analysistfia

Probability
A
Vv
IX
High VI
: VIi
Vi
Il
Low v
I
» Impact
Low High

Figure 11: Super Tannery Limited Analysis Matrix
(Source: Own elaboration)
Action plan of risk elimination:

I. International standards are used by a processaalifying an international standard to
suit local conditions. It is the one way of overdogntechnical barriers in international
commerce caused by differences among technicallategus and standards developed
independently and separated by each nation, natstauadards organization or company.
In case of stricter international standards, fer 8TL it will be difficult to keep operating

in a new market.
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[I. Mostly in Czech Republic all the products reldtto leather shoe industry are imported
from Europe and Asia (China, India and etc.). Fgpe3 Tannery Ltd. will be very difficult
to gain customer loyalty, to gain market shareidemtify the target customers, STL must
use price and quality as the basis of segmentafooh as: the shoes for the high quality
buyers, for the middle group and for the cheapwear buyers. Overall, company must
spend huge effort to be competitiveness in a nevkeha

[ll. An international company must adjust its plamnprocess to cover various currencies
and fluctuations in exchange rates. The exchangebetween Euro and Czech Crown is
quite stable (Table 2) and the next two years asdms from the forecast it will be kept in
the same level but due to higher risk of inflatrate, STL must be aware of prepare solu-

tions for this changes to avoid it which will affebe company’s profit and growth.

IV. Czech Republic’s average interest rate was%.6aching at historical high of 39% in

June of 1997 and a record low of 0.75% in May df®@0/Nhen interest rates fall, econom-
ic expansion usually follows and this will also baan effect on a company’s strategy. The
low interest rate in Czech Republic will decredse interest income but this disadvantage

will not have strong impact on net income in thstfyear of operation.

V. Due to constant moving situation in Czech Replthe negative changes in Macroe-
conomics will affect on unemployment rate, wagewghy inflation rate and etc. It will
also change the customers’ purchasing power amdiéleavior. Hence, STL should make
flexible buying model/economic model, customer asgichological models which will fit
the company’s core objectives and in the same timnmll adapt to all abovementioned

changes.

VI. There are some kinds of changes in externabfacin production country such as,
price of raw materials, transportation cost and, etdl affect on the production cost of

Super Tannery Limited, and also will have direcpaat on the product prices in the Czech
Republic. Indian company must be ready to monier gituation deeply and prepare the
strategies deals with such changes.

VII. The threat which may appear as a high storemg for unsold products, STL must
have strict control over its own storage in Czeepblic. In order to avoid this risk, com-

pany should have the strategy related to the estigoffering to their customers.

VIII. Political risk totally depends on the goverant’'s actions. It is one of the most cru-

cial determinants in investment decision makingnitang political risk directly impacts
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performance. STL has to keep monitoring such &srastinely in support of ongoing op-
erations. Company’s management should establigiogrgm for actively monitoring and
managing political risk, such a process would ojgeeross business lines, establishing
effective, formal procedures for gathering, intetprg and evaluating political information

from multiple sources.

IX. STL has to be aware of this threat; due tondid mostly is good/sunny weather com-
pare to Czech Republic. The company must have aplew of leather shoes which will
be water resistant and comfortable for walking. 3flst be ready in advance to avoid all

causes provoked from weather changes.

7.2 Project Evaluation

The project presented above planning processehdystiper Tannery Limited and in-
cludes the initial stage of all the steps which pany attempts to conduct. All the essential
issues are addressed and defined; between themsaévacal background of Super Tan-
nery Limited, its project description, goals andeahtives, the implementation schedule,
project starting and completion times-periods, emmental, technical and economic
evaluation of the Czech Republic, as well as tloeasanalysis of the environment.

Due to the current schedule for executing planshieycompany, Super Tannery Limited
ignoring the exact starting time. Despite of, ifirsmly recommended to start accomplish-
ing this project in the short run. Hence, yet baeéluation highlights the agreeable situa-
tion present in the Czech Republic for the marlegtgration for Super Tannery Limited.
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CONCLUSION

This thesis analyzed the suitableness of extamtana and market situation in the Czech
Republic, directed attention to the specific cheastic of the leather shoe manufacturing
market and market penetration into it. Through tmlysis, the company has utilized
some marketing concept to be able to be competititlee Czech market and to make their

product be marketable.

The profile of the Indian leather manufacturer Supannery Limited characterized its
features and present positioning with future arobg&i The company affirmed to have a
healthy internal structure and management, prep@reglobal invasion and successful

operation.

The SWOT analysis emphasizes all four featurehefanalysis with a highlight on the
opportunities and threats for the new potentialketawith the conducted analysis, market
research, and the project planning, the importaigesitive market entry was apparently

examined.

As regards to the future orientation of STL, inisteworthy to mention, that Super Tan-
nery Limited’s strategic orientation is essentialyed towards the central and south Eu-
ropean markets. For the beginning Czech market séeenbest start-up for the future pos-

sible markets if STL will afterward decide to targjee all above mentioned markets.

While penetration of Czech market, STL conductsrmtional activities, attracting cus-
tomers with some loyalty programs; it will undeag&fforts to strengthening its position
constantly. Attractive promotional campaigns, hgleduct quality, friendly service and

attractive shopping environment will help the compé#or building customer loyalty.

STL also offers special programme to their curaamt potential customers and gives them
product without pre-payment (without interest) amoe month experimental time for
selling, which is quite beneficial for businessitges in the Czech Republic and on the
other hand company builds positive, trustworthyatiehships among company and cus-
tomer as well as and most crucial, company buildmd image, which is foundation of

every successful company.

STL's economies of scale will keep increasing as ¢bmpany will carry through grow

across the central Europe and undoubtedly intennaity.
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APPENDIX I: PROJECT COMPLETION TIME

04-16-2012| Activity | On Cntical | Activity | Earliest | Earliest | Latest | Latest | Slack | Activity Time | Standard
18:02-45 Mame Path Mean Time | Start Fimizh Start Finish |[LS5-E5]| Distribution |Deviation
L . A Yes 8.3333 0 8.3333 0 8.3333 0 3-Time estimate 0.3333
2 B Yes 31667 83332 1156 83333 1156 0 3-Time estimate 0.5
3 C Yes 2 11.5 13.5 11.5 13.5 0 3-Time estimate 0
4 D Yes 6.3333 135 198333 135 19.8333 0 3-Time estimate 0.6667
5 E no 4. 1667 135 17.6667 156667 19.8333 21667 3-Time estimate 0.8333
b F Yes 4.3333 198333 241667 19.8333 24.1667 0 3-Time estimate 0.3333
i G Yes h 24 1667 291667 241667 29.1667 0 3-Time estimate 0.3333
8 H Yes 12.3333 291667 415 291667 4156 0 3-Time estimate  0.3333
9 | no 43333 291667 335 371667 4156 8 3-Time estimate 0.3333
10 J no 35 291667 | 32 6667 32 355 | 28333 3-Time estimate 0.5
11 K no 4 32 6667 36.6667 355 395 28333 3-Time estimate 0.6667
12 L no 2 366667 3B.6667 395 415 28333 3-Time estimate 0.3333
13 M no 1.1667 366667 37.8332 403333 415 | 3.6667 3-Time estimate 0.1667
Project ' Completion Time = 4150 weeks
Number of  Cntical Pathlz] ) 1




APPENDIX II: GRAPHICAL REPRESENTATION OF SUPER TANN ERY LIMITIED’S PROJECTED
ACTIVITIES

r 1 | 2 | 3 | 4 | Expected Project Completion Time = 41.50 weeks
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APPENDIX Ill: GANTT CHART FOR SUPER TANNERY LIMITIE D’S PROJECTED ACTIVITIES
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