Rationale of choosing product from Pakistan:

Leather is the second largest export item from Pakistan and Pakistani leather is famous due to its quality in all over the world and the product that we have chosen for the export business is leather shoes Italian designs. These leather shoes with Italian designs have huge demand in European countries but because of due to high production cost they could not become cost efficient but in Pakistan we can produce that kind of design at very low cost. For example the pair of Italian shoes which Italy manufactures cost euro 90-100 approx. where in Pakistan we can manufacture that product in just euro 13-14. 


And the chic shoes (pvt) ltd. the subsidiary unit of pindi tanneries, which is the vertical integration of their business. 

BACKGROUND ANALYSIS
Consumption of footwear:
 The global consumption of footwear has continued to grow rapidly, as increasing levels of 

affluence are shared by a greater number of people around the world. The popularity of footwear continues to grow. According to an international fashion survey by research consultancy GfK in 2007, shoes were seen as the most important fashion accessory. 35% of respondents placed the highest value on trendy shoes. This figure rose to 40% for women. More details on this survey appear later in this chapter. 

While the footwear markets in Asia and Latin America are growing very rapidly, especially in China, India and Brazil, the EU is still the largest single market for footwear in the world, representing almost one third of global market value. There has been an annual average increase of 1.9% since 2002 and the total market is now valued at € 50,430 million. Volume growth has been higher over the period, indicating falling prices. The USA is the second largest market, valued at approximately € 44,000 million. However more pairs are purchased in the USA than in the EU (2,400 million pairs in 2006). Per capita consumption of 8 pairs in the USA is higher than anywhere else in the world.                                          

[image: image1.png]crobat Reader
B e Edt Documert Vien Window Felp &

OPE footwear researcl

o
x

Nes BT K« OO0 A
Table 4.6 Imports of footwear from developing countries
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The importance of the EU footwear market in the global footwear trade is not in dispute.  

The EU footwear market has grown consistently over the review period, but especially since 2004. However, there have been significant differences between the rates of growth of different member states. 

Changing patterns of distribution have helped the market grow more in volume than in value. Increasing numbers of discount retailers have made footwear more affordable for more consumers, and the long term trend towards casual footwear and away from more formal footwear has also helped to expand the total market. The EU footwear market is expected to continue to increase slowly in the next few years. 

Despite the forecasted market growth, the EU is likely to account for a declining proportion of the global market, as demand for higher quality, more fashionable footwear will grow at a much faster rate in the emerging and developing economies in Asia and elsewhere. 

Segmentation:

Along with differences in consumption between countries, there also exist significant differences in consumption between the main market segments. The most common method of segmenting the market in all EU countries is by gender. Generally speaking, the women’s footwear segment is the largest, and the children’s footwear segment is the smallest. This form of segmentation is quite clear cut, but further analysis is required to understand the variety of footwear types purchased by each consumer.  
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footwear when it is available on special offer. It may also provide information on those
consumers who are more influenced by fashion styles and brands, what some may call superficial
values, as opposed to the intrinsic qualities of the footwear itself.

Tables 1.2 and 1.3 illustrate how some of these methods of segmentation provide more useful
information on specific leading EU markets. In Table 1.2, important differences between market
value and market volume are revealed, both between countries and between genders. For
example, where the value is higher than the volume for women, but volume is higher than value
for men, this indicates that the price of men’s shoes is lower than the price of women’s shoes.
Note, how these percentages translate into actual values can be found in the individual country
reports.

Table 1.2 Segmentation by gender in the major EU markets in 2006,
% value and % volume

Women Men Children

Value _Volume | Value Volume | Value  Volume
Germany 53.0%  307% | 320%  49.5% | 15.0%  19.8%
France 516%  45.1% | 317%  34.4% | 167%  20.5%
United Kingdom 439%  444% | 350%  305% | 211%  25.1%
Italy 62.1%  60.0% | 269%  21.0% | 11.0%  19.0%
Spain 56.6%  51.0% | 262%  234% | 17.2%  25.6%
Netherlands 58.0%  66.0% | 26.4%  15.0% | 15.6%  19.0%
Belgium 64.1% _ 66.0% | 20.4% _ 9.0% | 15.5%  25.0%

‘Source: Euromonitor, Mintel, Trade Estimates (2007)

Looking more closely at children’s footwear, the share of children’s footwear averages around
16% in the major markets with lower shares in Italy and higher shares in the UK. In this
segment there are differences in who buys footwear and the criteria used when buying footwear:
«  Children aged between 0 and 3 years old
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Hence, segmentation by type of footwear is also commonly used to segment the market. While this method of segmentation provides further insight beyond segmentation by gender into how or why a product might be purchased, this also does not provide a perfect picture. There is now greater overlap between different types of footwear and more multi-functional footwear is being purchased. For example, the market for sports footwear contains a very high proportion of footwear for purely casual use. Fashion footwear in some segments is also purchased for everyday use, rather than for more formal occasions.
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reverse is the case in other markets. Generally, the share taken by women's footwear is _J
increasing at the expense of men's footwear. Men's footwear tends to be more expensive
women’s footwear, but this is compensated by the fact that women by more pairs than m

Table 1.3  Segmentation by footwear types in the major EU markets
in 2006, % value
Sports Casual Formal | Evening
footwear | footwear | footwear | footwear
Germany 20.0% 60.0% 16.5% 3.5%
France 21.5% 50.5% 26.3% 1.7%
United Kingdom 23.0% 42.7% 27.3% 7.0%
Italy 18.5% 46.2% 29.0% 7.3%
Spain 21.0% 56.0% 19.0% 4.0%
Netherlands 21.0% 47.0% 28.0% 4.0%
Belgium 20.0% na na na

footwear.

Source: Euromonitor, NPD, Trade Estimates (2007)

Table 1.3 illustrates differences between countries in the use of casual and formal footwez
Other research organisations somtimes place a higher percentage of sales in sports footwe
noted earlier, there is sometimes confusion between classifications of sporting and casual
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Other methods of market segmentation, provide further differences. For example, segmentation by socio-economic group will highlight the size of different economic segments. It will also highlight the fact that different EU countries have different sized segments. For example, due to different levels of affluence between member states, you will find different numbers of affluent consumers. The conclusion here would be that a country with higher numbers of affluent consumers will have larger markets for quality and fashionable footwear.  

THE TARGET MARKET COUNTRY 

From the above analysis of the above research, we come to know that European countries are the biggest market of our product but the country which is most suitable for us is Germany because is the biggest importer of footwear from developing countries and our product main focus is casual footwear and for casual footwear Germany has the highest consumption percentage. And Pakistani exports to Germany also show the increasing trend from the past few years.

	Product
	JULY-JANUARY
	JULY-JANUARY

	
	2007-08
	2006-07
	VAR.
	 2006-07 
	 2005-06 
	VAR.

	FOOTWEAR
	           7,506 
	            5,787 
	            1,719 
	            5,787 
	            5,482 
	        305 


Following are some information about the Germany 
Country Overview

Country facts

	Capital city:
	Berlin

	Surface area:
	357,000 sq km

	Population:
	82.3 million

	Official language(s):
	German

	Government:
	Federal republic

	Head of State:
	H.E. Federal President Prof Dr Horst Koehler

	Head of Government:
	H.E. Federal Chancellor Dr Angela Merkel MdB

	Australian exports to Germany:
	A$1443 million

	Australian imports from Germany:
	A$9274 million

	Germany's principal export destinations:
	France, USA, UK

	Germany's principal import sources:
	France, Netherlands, China


Economic Climate

Germany is the world's third biggest economy and the second biggest exporter after the USA. It is a major economy within European Union, which has ongoing moves towards increasing integration/expansion.

In all economic indicators the old East German states (‘the new states’) still lag behind the West, but the gap is closing. More than any of its European neighbors, Germany is very decentralized, with the states holding considerable economic and political strength. 
A number of the key economic centers include Frankfurt, Hamburg, Munich, Berlin, Stuttgart and the Ruhr region.

Key Economic Indicators and Statistics for 2006

	GDP 


	US$2915.9 billion  

	GDP per capita
	 
US$35,433

	Real GDP growth 

	2.9 per cent 

	Inflation 
	1.8 per cent 


Political Climate:

Germany is a parliamentary democracy with a directly elected lower House (Bundestag) and an upper house (Bundesrat) made up of state government representatives.

The country is a federation of 16 states (Länder). The states all have their own constitution, government and independent courts, while the federal parliament retains the responsibility for major legislation change.

Trade Relations and Statistics

As the largest single unit in the European Union (EU), and with the EU as its principal economic partner, Germany continues to be a strong proponent of closer European integration. Germany is also a major player in trade with central and eastern Europe.

	Exports:
	$1.361 trillion f.o.b. (2007 est.) 

	Exports - commodities:
	machinery, vehicles, chemicals, metals and manufactures, foodstuffs, textiles 

	Exports - partners:
	France 9.5%, US 8.7%, UK 7.3%, Italy 6.7%, Netherlands 6.3%, Austria 5.6%, Belgium 5.2%, Spain 4.7% (2006) 

	Imports:
	$1.121 trillion f.o.b. (2007 est.) 

	Imports - commodities:
	machinery, vehicles, chemicals, foodstuffs, textiles, metals 

	Imports - partners:
	Netherlands 11.8%, France 8.5%, Belgium 7.2%, China 5.9%, UK 5.7%, Italy 5.6%, US 5.3%, Austria 4.3% (2006) 


Doing Business
Business etiquette

· Business hours in Germany:

· Businesses are usually open from 9.00am–5.00pm Monday to Friday, but 2.30pm is a common closing time on Friday afternoons. 

· Some government offices may provide full service from 9.00am to midday. 

· Shops are open from 9.00am–6.00pm, or some to 8.00pm. Shops close on Saturday at 2.00pm or 4.00pm and very few are open Sunday.

Business Practices: 

· German attitudes are broadly similar to Australians but with more emphasis on order and formality. A well-planned approach is highly recommended. 

· Dress is conservative, so the rule is to wear suit and tie to meetings. 

· Use surnames until you are invited to use first names. 

· German people are conscious of hierarchy and it is expected that you will deal with appropriate levels of seniority. 

· English is widely spoken in business circles, but it is an important courtesy to ask if a meeting can be conducted in English and to provide a translator if necessary. 

· If invited to dinner even 'casual dress' means a jacket and tie. 

· Take a short CV, a company profile and product literature with you to meetings. 

· If you are running late for a meeting give as much notice as possible as punctuality is extremely important. 

· Visits are generally difficult to arrange during the peak summer holiday months of July and August. Many companies also shut down over Christmas and New Year period between 24 December and 2 January. 

· Your visit should be planned well in advance as senior executives expect at least six weeks notice of an unsolicited meeting. German business people will want a clear understanding of what is to be dealt with in any meeting.

Tariffs and Regulations

Import restrictions

Certain items require specific import licences, include:

· A range of agricultural products 

· Certain foodstuffs 

· Textiles 

Quotas are imposed on goods and apparel from developing countries.
 Imports are subject to quantitative restrictions, and the validity period is six months. Specific import regulations apply to products under monopoly control, eg. medicines. 

Exchange control is the responsibility of the European Central Bank and is administered by authorised banks. 

Tariff

Germany is a member of the European Union (EU). Preferences are given to EU associate members, developing countries and EFTA members (also to Eastern European countries: Poland, the Czech Republic, Hungary, Bulgaria and Romania).

Tariff is based on the Harmonised System. Most duties are ad valorem (%), based on the WTO Valuation Code (approximately CIF value (Incoterms 1990).  A Common External Tariff (CET) is applicable to other countries (including Australia).

Some specific duties are levied, usually on net metric weight. Levies, established under the EC Common Agricultural Policy (CAP), are commonly applied to imports of agricultural products. The value of the levy may be expressed in either ad valorem, specific or composite terms. 

Packing, Marking and Labeling:
Goods should be securely packed, having due regard to the nature of the goods, means of transport and likely climatic conditions during transit and delivery. 

Outer containers should bear the consignee's mark and port mark and be numbered (to accord with packing list) unless the contents can be otherwise readily identified. 

German packaging regulations require suppliers of goods to arrange for the retrieval and recycling of transport and sales packaging. An environmental mark, eg. the 'Green Spot' (der grune punkt) informs the consumer that the packaging can be recycled. 

Generally, goods must be marked or labelled to show the:

· manufacturer's name 

· content 

· quantity in metric units 

· country of origin

German importers are required to inform foreign exporters of specific government marking and labeling requirements.


Labeling on prepacked foods must indicate in German the following: 

· The product's trade name 

· The net weight 

· The minimum shelf life 

· A list of the ingredients in order of prominence 

· The name of the producer, packer or EC distributor 

The labeling must correspond with EU regulations and has to be clarified in each individual case.

Other general information:

· Certain textile products must show raw material content. 

· Egg products must show, on their containers, details of the process used to destroy salmonella and enterobacteria.

Weights and measures

The metric system. 

Insurance

Normal commercial practice. 

Methods of quoting and payment

Quotes in Euro or US dollars CIF (Incoterms 1990) German port. Methods of payment follow normal commercial practice.  

Public health requirements

Livestock (other than horses, dogs and cats), foods, animal products, plants and plant products are subject to detailed regulations and controls, and imports must be accompanied by special certificates (see 'Special certificates'). Specific requirements should be checked with the importer.

Imports of drugs and pharmaceuticals are strictly controlled.
 Insecticides and other potentially dangerous chemical substances for general sale are restricted by laws. The substances have to be approved and registered with German Government agencies after testing to determine whether the product is safe for normal trading.

EU legislation for imports of meat requires sanitary certificates from the Australian Quarantine and Inspection Service (AQIS) and the Department of Agriculture, Fisheries and Forestry-Australia (AFFA). In this regard qualified advice should be sought.

Taxation

Levels of income tax are high and a Value Added Tax (VAT) applies in Germany – the general rate is 16 per cent and the reduced rate, which applies to a limited range of goods, mainly primary products, is seven per cent. Excise duties are levied on a small range of items.

Reforms in 2000 saw company tax reduced from 52 per cent to 37 per cent. Further government implemented taxation reforms from 1 January 2001 have led to a more competitive structure, with roll-out to be completed by 2005.

In compliance with the CAP of the EU, import levies can be imposed in addition to the customs duties on grains, meat, dairy produce, sugar products and eggs to bring their subsequent pricing as imported goods up to pre-determined minimum levels.

Business travel

The main arrival/departure points for flights in Germany are Frankfurt, Munich and Berlin. Frankfurt is Europe's busiest airport after Heathrow. Taxis are available outside the airport or can be booked.

 In all major cities public transport is good and inexpensive. Often the best link between cities is by train, either high-speed or conventional. The trains are clean and reliable, but travel First Class to avoid crowds.

From the airport’s regional train station below Terminal 1, the S8 and S9 commuter trains (direction Frankfurt/Offenbach/Hanau) depart every 15 minutes to the Frankfurt Hauptbahnhof (Hbf) central station and Hauptwache (city centre Frankfurt).

Germany has an extensive network of freeways (Autobahn) servicing all major centres. Please note that Germans drive on the right side of the road. You can hire a car through all major car rental companies either in advance or upon arrival in Germany.

Currency:
From January 1st of 2002, the currency in circulation is the euro. There are some notes of 5, 10, 20, 50, 100, 200 and 500 euros. The nominal values of the coins are the following : 1 cent (or 1/100 of euro), 2 cents, 5 cents, 10 cents, 20 cents, 50 cents, 1 euro and 2 euros. The conversion of traveller-checks (Reiseschecks) can be carried out in all German banks. Branches of banks or foreign exchange offices (Wechselstuben) can be found in most border posts, in main railway stations and airports. Cash dispensers increasingly accept the visa card but it is not usual. The rule remains the use of the "EC" card or Eurocard and the payment in cash is very frequent. 

Currency Exchange Rates:

	Currency (code):
	euro (EUR) 

	Exchange rates:
	euros per US dollar - 0.7345 (2007), 0.7964 (2006), 0.8041 (2005), 0.8054 (2004), 0.886 (2003) 


Language Spoken:

Official language: German. In former West Germany, according to certain estimations, 58% of the population speak English (85% of people between 14 and 34 years old), 22% of the population speak French. However, 7% speak Italian, 5% Spanish and 1.6% speak Russian.

Transportation

Road 

Roads are in good condition and the network is very dense. Jams and slowing dows are frequent. Highways are free and there are no official speed limits. However it is advised not to exceed 130 km/h. Except on highways. The authorized maximal speed limits are: in cities 30 in 50 km/h, outside cities 70 in 100 km/h. There are many gas stations. 

Rail 

Very good. Connections are frequent and with high speed trains between the main cities of Germany and the big cities of frontier regions (Alsace, Lorraine, Luxembourg). High speed lines (ICE) join Munich, Hamburg, Berlin, Bremen, Frankfurt, Cologne. With regards to the road network which is regularly saturated the train turns out to be an excellent compromise and enables to respect meeting schedules.

GERMANY FOOTWEAR INDUSTRY

PRODUCTION OF FOOTWEAR

In 2006 the German shoe industry suffered a production loss of 15%, down to 24.5 million pairs. Around 13,000 people were employed in the industry in just 100 companies. 438 million pairs of shoes were imported, and 122 million pairs exported. Here too, therefore, we see a very high percentage of re-exports. The market  volume  in  Germany  totaled  340  million  pairs  of  shoes,  and  the  per capita consumption was 4.13 pairs. 
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Footwear production of leather shoes shows the decreasing trend and imports from the developing countries are increasing every year, which shows the cost of production in Germany is high than other developing countries .the following are the footwear production according to segmentation.
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Table 1.3  Footwear production segmentation in Germany, 2005 vs 2006
volume (‘000 pairs) and value (€ ‘000), % change
Footwear type 2005 2006 +/- % | 2005 val 2006 val +/-%
vol vol

Leather uppers 23,533 | 20,092 | -14.6| 653,669 | 579,403 | -11.4

Street footwear 10,471 8,222 -21.5 385,637 324,214 -15.9

For children 1,450 1,357 -6.4 38,289 37,800 -1.3 _‘
For men_ 2,376 1,980 -16.7 94,793 76,254 -19.6

For women 5,888 4,141 -29.7 202,923 159,320 -21.5

Unisex 757 744 -1.7 49,632 50,840 +2.4

Sandals 8,533 7,177 -15.9 88,259 70,423 -20.2

For children 850 750 -11.8 10,000 9,500 -5.0

For men 479 367 -23.4 13,469 11,077 -17.8

For women 7,204 6,060 -15.9 64,790 49,846 -23.1

Sports footwear 712 832 +16.9 24,731 25,519 +3.2

Safety footwear 3,717 3,771 +1.5 151,742 156,247 +3.0

Other leather shoes 100 90 -10.0 3,300 3,000 9.1

Other uppers 5,267 4,408 -16.3 196,331 147,597 -24.8

Indoor with textile uppers 604 530 -12.3 6,544 5,890 -10.0

Total 28,800 24,500 -14.9 850,000 727,000 -14.5

Source: HDS (2008)
There is a strong downward trend in most footwear types, especially women’s and men'’s

outdoor footwear and sandals. The minor positives are sports footwear and safety footwear.
Footwear production is spread throughout the country, but the main regions are in North S
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There is a strong downward trend in most footwear types, especially women’s and men’s outdoor footwear and sandals.

The following highlights for the footwear market in Germany:  

• German consumption of footwear was € 8,455 million in 2006, or 323 million pairs, down by an annual average of 0.3% over the period, while production fell by 9.9% to € 727 million or 25 million pairs. 

• In 2006, Germany imported footwear valued at € 4,404 million, or 431 million pairs. Since 2002 values are up by 0.1% but volumes are up by an average annual rate of 4.7%.  

• More than 45% of imports by value (€ 2,004 million) came from developing countries (68% by volume or 294 million pairs). The share of imports by developing countries is up from 29% in 2002 in value (€ 1,291 million), and up from 45% (155 million pairs) in volume terms. This market has shown one of the highest rates of growth of imports from developing countries, and together with a growing consumer market again, offers good volume opportunities for exporters. 
The German market for footwear was worth € 8,455 million in 2006, equivalent to 323 million pairs. Germany is the largest EU market for footwear. It is quite close in size to the next largest countries in terms of value, France and the United Kingdom, but it is clearly the leading market by volume. 

Over the review period the market has decreased by an annual average of 0.3% in value but increased by 0.1% in volume. This was below the EU average of 1.9% in value, and below the average market volume increase of 2.3%. However, the market hit its low point in 2005 and gains have occurred since then. 
Consumer Buying Habits 
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Consumption
The German market for footwear was worth € 8,455 million in 2006, equivalent to 323 million
pairs. Germany is the largest EU market for footwear. It is quite close in size to the next
largest countries in terms of value, France and the United Kingdom, but it is clearly the leading
market by volume.
Over the review period the market has decreased by an annual average of 0.3% in value but
increased by 0.1% in volume. This was below the EU average of 1.9% in value, and below the
average market volume increase of 2.3%. However, the market hit its low point in 2005 and
gains have occurred since then.
Table 1.1  Consumption of footwear in Germany, 2002-2006
€ million / millions of pairs
Popution | Consumption
2002 2004 2006 (million) per capita €
Vate Vot | vale—vorume | value —vorume
s 32 | es0r 3 | mass 35 |4 =
Source: Euromonitor, HDS (2007)
German per capita consumption of footwear is close to the EU average, but lower than that of
the other leading countries. Per capita consumption of € 103 or 3.9 pairs is just below the EU
average of € 102 or 4.3 pairs. Compared to the average EU consumer, Germans buy fewer
shoes, but spend the same amount per shoe. Germans traditionally have not spent much on
footwear, and men in particular have had the habit of only buying a new pair of shoes out of
necessity. However, there are some signs that this is starting to change.
Source: CBI Market Information Database. - URL: warw cbleu ~ Contacs marketinfo@coLeu — wanicbieu/dscaimer
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German per capita consumption of footwear is close to the EU average, but lower than that of the other leading countries. Per capita consumption of € 103 or 3.9 pairs is just below the EU average of € 102 or 4.3 pairs. Compared to the average EU consumer, Germans buy fewer shoes, but spend the same amount per shoe. Germans traditionally have not spent much on footwear, and men in particular have had the habit of only buying a new pair of shoes out of necessity. However, there are some signs that this is starting to change. 

Product Use Patterns

The boom in the sale of boots in Germany is continuing. Young people are more interested in a wide variety of different color, compared to the traditional favorites. 

The attitude of men to footwear is changing. While demand for men’s low to medium-priced shoes is declining, interest in high-end retailing is growing. Men are increasingly more demanding consumers with clear ideas of what they want from their footwear purchases. This suggests the beginnings of a change in the trend towards casual footwear in recent years. Older consumers are now the principle market for casual footwear, but men are increasingly becoming fashion-conscious. 

The trend of children being more influential in purchasing decisions is important for the future of the market. There are quite important differences between boys and girls in terms of their tastes, the age at which children act as adults in terms of controlling the purchases made for them by their parents is getting lower. The age of twelve is the key time. Footwear retailers are concentrating some of their marketing efforts on this important audience by trying to provide what children are asking for. They know these will be the consumers of the future. 

Shopping Habits

Germany is the leading country in the EU for home shopping and the use of the Internet. This trend is expected to continue as the Internet retailer Amazon has announced plans to get into footwear retailing under endless.com, creating further difficulties for the retail environment. 

There are some signs that the success of discounters due to the “stinginess is cool” attitude of consumers is starting to change. As the German economy picks up, there are indications that consumers want to show more interest in footwear. This is helped by clothing retailers that sell wide ranges of footwear. They are able to demonstrate how new fashion trends translate into particular types of footwear, by merchandising shoes alongside bags, belts and other clothing accessories.  

The ageing German population wants to buy comfortable but trendy shoes, and they are also buying more sports footwear and are brand and style conscious. So they purchase from big chain stores who have image in the market

Large retail chains and big footwear brands selling at cut prices have benefited while the rest of the market has struggled. 
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They offer a large range of quality shoes for men, women and children.
o Schuh-Mohr GmbH, located in Wirzburg, (htto://www.qeb-

bl

essen.de/npbritainmohr.html).

o City Schuhhaus (Schénhals & Co GmbH), located in Saarbriicken, tel +49 (0) 681-:
91, fax +49 (0) 68133789. Wholesaler and retailer of footwear.

o Aktiv-Schuh Handelsgesellschaft mbH, located in Berlin (http://www.aktiv-schuh.di

Table 2.1 Share of footwear retail distribution in Germany,
% value 2006
Outlet type % share
Footwear specialists 51% o
Chain stores 22%
Buying groups 22%
Independent stores 7%
Non-specialists 29%
Department stores 16%
Super/hypermarkets 4%
Sports retailers 13%
Clothing stores 7%
Home Shopping 5%
Others 4%
Total 100%

Source: Euromonitor, ICEX (2006)

Retail trade
Table 2.1 highlights the different segments in the retail distribution of footwear. Since 200
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Compare and contrast your product and the competition product.

	Product
	Leading Supplier in 2006 share in %age
	Share %

	Leather Footwear
	Intra EU: Italy (17.8%), Portugal (7.1%), Austria (6.0%), The Netherlands (5.7%), Slovakia (4.8%) 
	56.6

	
	Extra EU ex. DC*: Romania (4.2%), Macao (1.5%), Switzerland (0.5%), Hong Kong (0.2%), S Korea (0.2%) 

	7.1

	
	DC*: China (11.5%), Vietnam (9.0%), India (5.0%), Indonesia (2.4%), Morocco (2.4%), Cambodia (1.3%), Tunisia (1.1%), Brazil (0.8%), Croatia (0.8%), and Pakistan (0.2%) 

	36.3


Pakistan is facing huge competition from the developing countries as well as European countries and other than European countries excluding developed countries production cost is much higher than developing counties because of due to lots of factor of production but in developing countries china, Vietnam, India, and Indonesia are giving a tough time to Pakistan. As all these statistics are about leather footwear in which lots of categories are included. But our product is Italian shoes whose leather and other materials quality must be world class and Pakistani leather is world famous for its quality in leather. We manufacture our shoes through our own leather which is cow head leather. This is three times cheaper than the full hide. So this is area from where we are earning our profits and we purchases our own leather and process tanning and outsource the shoes manufacturing.

COST STRUCTURE OF THE PRODUCT:

The main competitors in the Italian shoes design are china. The prices of Chinese footwear are much lesser than Pakistan, but these are only in artificial leather and other forms of leather shoes, but whereas, Italian shoes are concerned, Pakistani cost is much cheaper than Chinese. The main reason behind this is that the prices of genuine leather in Pakistan are cheaper than china and Pakistan is famous in all over the world due to its quality leather. 

Now, the question is that where the Chinese are behind from Pakistan. First of all, china import wet blue leather from Pakistan after Pakistan 20% duty and which increases the price of finished hide and side and they manufacture shoes through hides and sides leather.

Whereas, chic shoes which is the subsidiary of pindi tanneries purchases their own raw leather, process the tanning and then outsource the shoe manufacturing from the shoe manufacturing unit. Chic shoes uses cow head leather is three times cheaper than the hide leather and pindi tanneries is one of the renowned name in processing of cow head leather. 

Chic shoes export selling price per pair is euro18.60 to the retailer whereas, the retailer’s sale prices to consumers are shown in the following table.

The import price for leather footwear was significantly higher than import prices for other types of footwear. This was € 22.23 per pair in 2002, and this had fallen to € 19.53 in 2004, and had reached € 20.69 in 2006. This was double the import price of all footwear. 

From the above, you can come to know that chic shoes export prices much lesser than the average price.
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in 2007 than they were in 1998. 5.4% of all household expenditure in Germany was spent of
clothing and footwear, compared to an EU27 average of 5.8%.

Footwear prices in Germany are just above the EU average. The prices here are similar to
those in Cyprus, Malta and Estonia. Children’s footwear in Germany is relatively more
expensive than men’s footwear. Women's footwear is least expensive. On the broader measure
of clothing and footwear, in 2006 prices in Germany were indexed at 104 compared to the EU
average of 100.

Table 4.1 highlights how footwear prices vary very significantly between retailers, depending
on the style of shoe and the target audience that the respective shoes are intended for.

Table 4.1 Prices of various types of footwear, €, different retailers, 2007
Salamander  Deichmann Reno

Men's leather shoe 110.00 39.90 79.95

Men’s leather boot 140.00 49.90 na
Ladies’ heeled fashion shoe 94.95 19.90 29.95
Ladies’ fashion boot. 150.00 29.90 na

Source: Retailer websites

Import prices to Germany have been falling during the period, as Table 4.2 indicates. Prices
from developing countries have been falling at a similar rate to import prices from elsewhere.
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The following table shows the prices of different chain stores of different product.

MARKETING OBJECTIVES
Target market

The target market of CHIC shoes (PVT) Ltd. Is the retail chain store of Germany who sends us the sample and according to their needs and demands and we will design the Italian design shoes. We will not use our brand. Retail chain will use their own brand name.

The large footwear chain in Germany who outsource their shoes from developing countries are 

Deichmann/Roland with 1065 outlets 

Reno/Hamm with 1700 outlets

Goertz with 240 outlets 


Bahner Group/ Schuhof with 100 outlets


Kienast with 300 outlets 

Expected Sales:


The expected sales of the year 2009 -2011 are 400,000 euro approximately.

Expected Profit:


Expected profit is 25 % of the expected sales which is 100,000 euro.

Market Penetration and Coverage:


The demands of retail chain stores are very huge because they have to purchase in bulk quantity and then they distribute the products into all of their outlets. So, we only fulfill the demand of retail chain stores. 

PRODUCT FEATURES AND CHARACTERISTICS

Italian designers are amongst the best shoe designers in the world. All shoes are made according to the traditional manufacturing process giving extreme care to detail and special attention to the comfort of the foot. All shoes are made with the finest materials, giving preference to the softest leathers available. Fashion without forsaking comfortable footwear. Creative, unique leathers, colours, decorations and handmade work describe the Italian shoe.
Italian shoes are available for men, women and children. But it mostly focus on men. There are many various shoe styles available. Today there is a pair of shoes for every occasion. Pair of shoes for work, shoes for working out, shoes for going out, shoes for driving and shoes for everyday casual wear.

The main categories are casual and traditional footwear and in casual shoes there are further four basic categories moccasin, sandal, gum, digger shoes.
Italian shoes for men are stylish and tend to be very distinctive and distinguished looking footwear. The quality of these Italian shoes are exceptional. Italian shoe manufactures and shoe designers are now offering many choices for men's shoes.
Product Adaptation:


The people of Germany are very trendy and like stylish shoes. So the Italian designs that we are manufacturing are according to the taste of the Germany consumers and chain stores need. Now, lots of chain stores are providing sims to us for inserting in the sole of the shoes which store information about the product and which helps in the retailer in case of theft of shoes.

Why not to launch brand name

We are not selling our product with our own brand name because Germany is the huge market and all people have different needs and wants and they are very stylish and brand conscious people who change their buying patterns with change in fashion. And the second thing is that for launching your own brand name it requires a huge channel of distribution and requires huge capital investment and agent and middle increase the cost price of the product and if we launch the product with our own brand name then we have to advertise to persuade the consumer which cost us a lot and increases our cost per pair, whereas , if we don’t use our own brand name the retail chain store use their brand name and they already have their own established distribution channel through which they advertise and mostly Germans purchase from retail chain stores, so the sales of retail chain stores are huge and they need supply in bulk quantity and when we manufacture in huge quantity then it decrease our fixed cost so in the way our all factor of production can be fully utilized. 

POSITIONING STRATEGY
We position our self on the basis of quality at low price. Chin can beat us at price level but the quality that we provide to our customer is world-class.

Distribution:

Origin Port:


Karachi bin Qasim port

Destination Port:


German Port

Mode Selection:


Full Shipment:

The transportation mode that we will choose is the ocean carriers for the full shipment of shoes


Samples:



For the transportaion of samples, we will use the air carriers

Packing:


Our shoes are originally packed in carton boxes which is well suited for a long distance shipments.
Marking and labeling:

Generally, goods must be marked or labelled to show the:

· manufacturer's name 
Chic Shoes PVT Ltd 

· content 


shoes 

· quantity in metric units 
weight in kilograms


· country of origin

Pakistan 

Bill of lading:


This bill shows the mode of transportation and or terms of sale. Shipping company will issue three bills.


1 negotiable (we will receive our payment)


2 non negotiable (1 is for importer record and other is for exporters record)

Dock receipt:


Where the supplier is not responsible for moving the merchandise to a foreign destination but only to say a Pakistan port of export, as an example, dock or warehouse receipts may be requested.


Commercial invoice:


The commercial invoice is prepared by CHIC shoes PVT Ltd. It describes

· The goods

· The price agreed between the parties and

· The total value, terms and currency of transaction 

Performa Invoice 


This document quotes prices, delivery terms, dates etc to the importer. It opens negations on payment terms. LC will be open on performa invoice.

Good Declaration:


This document is given by the custom department in which following things are stated. 


Fully commercial value of good in rupees


Full description of goods


Custom duty appeared / not appeared 

Certificate of origin:


Its describes


Nature of goods



Leather Footwear 


Place of manufacture



Pakistan 


Endorsed by local chamber of commerce 
Lahore Chamber of Commerce

Special documentation:


Health certificate of hides used 


Fumigation certificate of hides 

Insurance Claims:

Insurance should be paid by the chic shoes because we are dealing with CIF and in case of insurance claim, we have to claim the insurance.

Freight Forwarder:


The freight forwarder that we will use is TRAFCO.

Channel of distribution:


We will sell directly to the retail chain stores of germany and there is not any intermediary.

Manufacturer to retailer

Price determination:


Cost of shipment of goods 



13 Euros / pair


Transportation cost 
+ handling expense 

0.50 Euros / pair


Insurance cost





0.10 Euro/ pair


Company gross margin



5 euro / pair


Negotiable price Sale




18.60 Euro /pair

Terms of sale:


Incoterms that we will use is CIF. In which cost insurance and freight charges are paid by the chic shoes.

Methods of payment:


Irrevocable LC at sight

Resource Requirement:


Finances



The whole business is financed by the owner himself who are also the owner of pindi tanneries.


Personal:




The personal requirement of chic shoes is about 10-15 people. The key post are director, secretary, accountant, marketing manager, assistant marketing manager, export manager, assistant export manager.


Production Capacity:



Chic shoes (pvt) ltd. Have not their own production unit. They outsource their order from different small manufacturer of shoes and supervise their work. The reason behind this that why they donot have there own production unit is that business market is volatile. So, sometimes when there is no demand or order then they only increase the fixed cost of the company.

PROMOTION STRATEGIES

DATABASES:

There are some business to business databases which are very helpful in finding new and potential customer and it is the cheapest way to find the customers. The following are the databases that we will use in order to trace the customers.


www.alibaba.com

www.ecplaza.com

we will get the trustpass membership of alibaba website, through which we can have access to potential customers. The cost of membership is 20,000 pakistani rupees per year.

TRADE FAIRS:

This is a highly effective means of reaching and meeting potential customers, but this can be very expensive so proper planning is required to maximize the outcome of attendance. For example we will compile a potential list of customers who may be attending the fair, we need to contact them in advance and try to arrange appointments for them to visit our stand, we will discuss with experts how our stand should be presented, we should also keep a record of all our contacts and properly follow them up after the fair. 

The main trade fair for the footwear industry in Germany is called GDS (International Shoe Fair) and takes place in Düsseldorf each year in March and September (http://www.gds-online.com and http://www.globalshoes-online.com).

Participation:

In order to participate in international shoe fair you can login to www.gds-online.com and can register yourself. In order to book your stand you can download the forms from the website, in the forms you have to tell your company information. There are different list of exhibits (product categories) the category that we have selected is superior (international fashionable collection fusing style with quality ranging form casual to business look). The price that is being charged is euro 124.00/m2 .
Advertising:


Advertising in trade magazines can sometimes be an effective means of reaching a target group. Although advertising is not in the priority list, we will use it if we consider that we need any type of advertisement. The following are some options for advertising that we may use in the next three years. The main trade publication for the footwear industry is the monthly SchuhMarkt magazine (http://www.schuhmarkt-news.de ). Another important publisher is Sternefeld, which issue a number of different footwear publications (http://www.sternefeld.de  and http://www.schuhkurier.de ). Shoez is a publication for shoe retailers (http://www.shoez.biz ).   
Marketing Budget
Fixed cost






(20000*3)
Variable cost 






(400/unit)
Website membership





(20,000*3)
Trade fair expenses plus  Hotel and traveling expenses

(500,000*3)
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