[image: image72.png]



Executive Summary

Introduction

This report presents the social practices, performance, impact and strategies of The Body Shop International (referred to as The Body Shop in this report).

The Body Shop, famous for creating an entire market sector for naturally-based products, is a global skin and hair care retailer with more than 1900 shops world-wide.  Today, The Body Shop is no longer simply a manufacturing and retailer of toiletries and cosmetics.  The company is firmly committed to environmental protection and respect for human rights.

The first part of this report analysis how The Body Shop is performing in the industry, its business strategies and marketing mix, focusing on four main categories: product, price, distribution (place) and promotion.  The sources of information (secondary data) in this part mainly come from internet web pages, online text of periodic, journals, and news.

The second half of the report is a suggestion of a new image, and a series of promotional activities to bring out that new image.

We are focusing this report on The Body Shop as a global corporation, specially its market situation in the United Kingdom (where it was founded) and the United States.  In the appendix there is a part where The Body Shop in Hong Kong is being discussed in detail.

General Summary of The Body Shop

The Body Shop International PLC is a values driven, high quality skin and body care retailer operating in 50 countries with over 1900 outlets spanning 25 languages and 12 time zones.

The Body Shop International is a company publicly committed to social values and to having a substantial and positive impact on the society.  The goals of the company embrace both social as well as economic objectives.

What makes The Body Shop unique is the way it conducts business.  It uses the finest ingredients and the knowledge and experience of other cultures to make exclusive products to its own original recipes.

The Body Shop is not simply a manufacturer or retailer of toiletries and cosmetics.  It actively attempts to minimize damage to the cosmetics industry and encourage education, awareness and involvement among staff and customers.
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Situation Analysis

HISTORY

	1976

· First branch of The Body Shop in Brighton, West Sussex, England.
· Had 15 products in plastic bottles for sale, the labels were hand-written by Anita Roddick, founder of The Body Shop.
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1978

· First international franchise - in a kiosk in Brussels.

1980

· Launch of the famous Vitamin E Moisture Cream and Elderflower Eye Gel.

1982

· New shops opening at a rate of 2 per month.

· Launch of our best-selling fragrance White Musk, Cocoa Butter Hand & Body Lotion and Peppermint Foot Lotion.

1984

· The Body Shop is listed on the London Stock Exchange.

1985

· First year as a public company.

· Sponsored posters for Greenpeace. 

1986

· First campaign - Save the Wales, with Greenpeace.

· The Body Shop Charter, written by staff for staff.

· Set up its own in-house Environmental department.

1988 

· The Body Shop opens its first USA shop at Broadway One, 747 Broadway, NY, NY.

1989

· ‘Stop The Burning’ campaign called for the Brazilian Government to bring a halt to the mass burning of the tropical rainforests.

1990

· Just one year after launching in the US, there were 2500 applications for a franchise.  Demand for The Body Shop product is vast, driving a geographical expansion on that saw the company trading in 39 countries only fourteen years after the first shop opened. 

· Romanian Relief Drive began (now Children on the Edge), renovating orphanages in post-Communist Romania. The Body Shop Foundation founded - "effectively taking risks" in human rights, the environment and animal welfare. Child Development Centre opened at Head Office, first purpose-build UK company day care centre.

· Establishment of The Body Shop Foundation - a charity which funds human rights and environmental pollution groups.

1991

· Joint Amnesty/The Body Shop letter-writing campaign helped free several prisoners of conscience. 

· Biography of Anita Roddick goes on sale in the UK called 'Body & Soul'.

· The Body Shop USA launches Mail Order Catalogue Business with national distribution.

1992

· Brazilian Healthcare Project established through The Body Shop Foundation in conjunction with Brazilian agencies; funding and organizing immunization procedures, medical checks, hospital renovation, construction and health education for over 4,000 Indians in 18 Amazon villages. Community store in Harlem, New York. US Voter Registration drive signed up 40,000 more people to vote in US Presidential Elections.

· The Body Shop USA opens first Airport shop in Pittsburg's Mid-Field Terminal.

· The Body Shop Tour around The Body Shop head offices and factories at Littlehampton is launched.

· UK launches The Big Issue, Gordon Roddick's idea for a British newspaper sold by the homeless, for the homeless.

1993

· The Body Shop Tour of Head Office launched.

· A Community Trade supplier in India established.

· Campaign begins to support Ken Sara-Wiwa and the Ogoni people of Nigeria fighting against the Nigerian dictatorship and multi-national oil interests.

1994

· Paternity leave offered to all male Company employees. Children's school opened by our Community Trade supplier in India. The Body Shop Book launched - a celebration of women. Major award to The Body Shop Canada for Domestic Violence campaign. Anita and Gordon become grandparents. 

· Link with the Missing Persons Helpline, converting our lorries into moving billboards.

· The Body Shop At Home, the direct-selling arm, was launched in the UK.

· Invested 15% stake in a wind farm in Wales, UK, to help offset electricity used in its UK operations.

1995

· Visit funded and organized by The Body Shop Supply Company from Byelorussian children with 'Children Of Chernobyl' charity. Petition of 1.5 million signatures in support of women's rights presented by our delegates at 4th World Conference on Women in Beijing, China. The Body Shop on the Internet.

· The New Academy of Business, an initiative of Anita Roddick, was established.  The innovative management degree, addressing social, environmental and ethical issues, is run at The University of Bath.

1996

· First fully integrated Values Report, consisting of independently verified statements on the Company's performance on social, environmental and animal protection issues. The Body Shop recognized as 'trailblazer' by United Nations Environmental Program for publishing Values Report. The New Academy of Business launched - Anita's idea to reform business education for the next century.

· Campaign successes including the Against Animal Testing campaign, which led to the largest ever petition (with four million signatures) being delivered to the European Commission.

1997

· The Body Shop celebrated its 21st birthday with the launch of a new flagship store design which won the prestigious Retail Week Store Design of the Year Award.

· United Nations Environment Program (UNEP) 25th anniversary celebrations recognized Anita as one of 25 female leaders to have made outstanding contributions to the environment.

· The Body Shop was the first international cosmetics company to sign up to the Humane Cosmetics Standard supported by leading animal protection groups.

· The Body Shop launches a campaign based on Ruby - a real doll representing real women declaring 'there are three billion women in the world who don't look like supermodels and only eight who do'.

1998

· Launched a joint worldwide campaign with Amnesty International to highlight the plight of human rights defenders around the world, encouraging customers to ‘Make their Mark’ for human rights.  Three million people signed up to the campaign.

· The Body Shop Foundation part-funded the launch of The Big Issue in Los Angeles.

· The USA launches 'Love Your Body' Customer Loyalty Club Card Program.

· Launch of Hemp product range in the US. The Body Shop is the first major retailer in the world to use industrial grade hemp in a skin care range.

1999

· A loyalty scheme for customers was introduced to the UK.  It provided incentives to customers, including the option to donate reward money to selected campaign organizations, including World Society for the Protection of Animals and the Missing Persons Helpline.

· The Body Shop is voted the second most trusted brand by the UK Consumers Association.

2000

· Anita launches a new book, entitled 'Business As Unusual'.

· The Body Shop Human Rights Award was launched to media, non-governmental organizations and the public.  The Award has been set up to seek out and recognize individuals and grassroots organization focusing on social, economic and cultural rights.

· Purchased over £5 million worth of natural ingredients and accessory items through the Community Trade Programme including nearly 400 tonnes of natural ingredients.

2001

· Branches into South Africa.

· March 26th - The Body Shop celebrates 25 years of business as unusual.  Celebrating 25 years of a great experience - an experiment which proved it is possible to build a huge global enterprise and still challenge, campaign trade honorably, give back to the community and have a good time while doing it.

· The Body Shop USA initiates regional launch of At Home business. 

· The Body Shop is the only retailer in the UK to run a campaign in the UK, to abolish asylum seeker voucher. The Government announces on 29 October 2001 that the scheme has been abolished.

· The Body Shop and Greenpeace launch their new 'Choose Positive Energy' campaign that will grow during 2002 up until the next Earth Summit in South Africa in September 2002. The aim is to promote renewable energy both to customer of The Body Shop and also gain international commitments on soar and wind energy for the 2 billion people in the world who live without access to electricity. The Body Shop is running the campaign in 32 countries.*
Products of The Body Shop

Here is a selection of The Body Shop ranges of products:

Hemp range, Lavender & Bergamot ranges, Food-Inspired range, Africa Spa range, Ayurveda range, The Body Shop Colorings make-up range, and the new Green Label Skin Care range.

Hemp Range

	[image: image1.png]Jhe
BODY? YSHOP




	In 1998 the pioneering Hemp range marked the return of hemp to the high street and clearly illustrated the distinction between hemp fact and hemp fiction. Its superb emollient properties combined with its credentials, as one of the most economically viable and environmentally sustainable crops there is, continue to inspire new additions to the range.


In 2000 they introduced five new products, which extend the range to now that now provides hemp solutions for face and body.  These newcomers include a Facial Moisturiser, Dry Oil Spray and Hand & Body Wash.

They are continuing to build on Hemp’s success in 2001; new launch includes Hemp Soap and Hemp Intensive Moisturising Serum.

Lavender & Bergamot

	The Body Shop brings the essence of the Mediterranean into customer’s home with their new Lavender and Bergamot fragrance ranges, inspired by the regions of Provence and Calabria.

The two ranges provide a sense of escapism: lavender’s sweet, slightly woody fragrance soothes body and mind, calming the days stresses and strains away, while the invigorating spirit of southern Italy, embodied in the refreshing citrus scent of the bergamot fruit.
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Food Inspired Range
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	Recently introduced is the new food-inspired range, chosen for its moisturising and skin smoothing properties and its luxuriant feel on the skin.  These were delights enjoyed by ancestors for thousands of years, but forgotten by recent generations.  The Body Shop has taken this tried and tested wisdom and created the ultimate sensual bathing experience.




The three key ingredients of olive, soya and honey have been combined with oils, such as almond and fragrance ginger, delicate scented camomile water and aromatic bergamot and suspended in formulations that gently and effectively cleanse, soften and moisture the skin in one dreamily, indulgent experience.  The olive, soya and honey are all Community traded ingredients, which means their customers are not the only ones to benefit.

Africa Spa Range

	Inspired by the rich, natural resources of Mother Africa, The Body Shop Africa Spa range delivered its indulgent collection of body care to customers in October 1999. Comprising six sensuously aromatic products the range embraces the soothing and reviving principles of traditional spa treatments, to pamper mind, body and spirit in the home environment. Many of the natural ingredients in Africa Spa are Community Traded.
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Ayurveda range
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	The Body Shop ayurvedic range has been delivering instant karma to their customers since its launch in March 2000.  Its emphasis on a more holistic form of beauty caught the public consciousness and proved that ancient wisdom is equally suited to achieving modern wellbeing.


The launch to press caused a media blast in all of the markets where The Body Shop products are sold, and while the company instinctively knew that the world was waiting for ayurveda, their customers’ response had proved they were right.  Globally the most popular products so far are the Starter Kit, Body oil Mist, Pillow Mist and Massage Gel.

Make-Up

	The Body Shop Colorings make-up brand continues to offer customers of The Body Shop high quality, performance products at realistic prices.  The core range line-up customers to evolve with innovative products as well as their heritage products growing form strength to strength.  
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Skin Care Range
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	Get back to nature with the launch of the new green Label Skin Care range: natural solutions contained in modern, high-tech products.  Choose from three distinct daily skin care regimes for dry/sensitive, normal/dry and normal/oily skin types with specially selected, natural ingredients such as aloe vera, jojoba, and seaweed to enhance natural beauty.



	Each of the key naturally derived ingredients make up a regime - soothing aloe vera for dry/sensitive skin, comforting jojoba to hydrate normal/dry skin, seaweed for normal/oily skin, soothing camomile for tired eyes, and moisturising honey to condition skin.  Each product brings a particular moisturising and softening benefit to the skin depending on whether skin is normal, dry, oily or sensitive.

Across the regimes, there are abundance of daily moisturisers, night creams, facial washes, cleansers, fresheners, supplements, masks and scrubs to suit all needs.  As a result, skin is able to blossom in a healthy and natural way without the risk of products harshly stripping skin of the essentials it needs.
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	The Body Shop has reaped the thousands year old ‘tried and tested’ benefits of such natural ingredients and combined them with 21st century state of the art product technology to produce an entire range that caters for today’s changing skin care needs.


The Stories

The cool, moistening juice of the succulent aloe vera plant sourced from tropical temperature helps deliver nutrients and moisture to new skin cells without causing irritation to sensitive skin.

The pale, golden colored is derived from the jojoba sees helps prevent dryness by regulating the skin’s moisture balance.

Wild harvested Community Traded seaweed, from the waters of Ireland, helps to leave oily skin feeling clean and fresh, while soothing organic and Community Traded camomile helps tired eyes recover from the stresses of the day. *
Industrial Situation

Global Industry Overview

The world-wide cosmetics and toiletries market has a turnover in excess of $80 billion, dominated by major companies like Procter and Gamble, Unilever, Shiseido, L’Oreal, Avon and Revlon.  It is said that the average cost of launching an up-market fragrance is now over £5 million.  Advertising and packaging account nearly half the retail price of a bottle of perfume. 

The aim of The Body Shop is to establish a new work ethic that will enable business to thrive without causing adverse to the environment, at both local and global level.

Since The Body Shop operates in more than 52 countries and has over 1900 outlets globally, this brings inevitable problems with franchisees, for example - which require management fire-fighting.  The strong pound has proved a particular challenge, with consequent margin pressures making its products seem rather pricey amid growing competition.

Over the past few years, Europe & Middle East and Asia Pacific have been the primary drivers of new store growth.  While The Body Shop continues to encourage their franchisees to open stores in these regions, they are also accelerating new stores investment in the UK and USA.  The high sales per square foot that they continue to achieve in the UK offer the opportunity for expansion through new stores in major cities where they can grow market share.  In the USA, they have been achieving positive comparable store sales growth for well, which provided the foundation for new store development, refurbishments and relocations. 

United States Industry Overview: Cosmetics & Toiletries 

The United States cosmetic industry consists of such items as skin care products, color cosmetics, women and men's fragrances and treatments, body and bath products, and other fragrances (i.e. unisex scents, and home fragrances). Since 1900, with the growth of the advertising industry, the manufacture and use of cosmetics has grown by tremendous proportions. It is a booming industry. Today, cosmetics are a $45 billion industry internationally (worldwide retails). The U.S. cosmetics market is approximately $20 billion. 

American men and women spend billions of dollars on cosmetic and toiletry items -- all in the pursuit of personal enhancement. This pursuit makes the finished cosmetic and toiletry products industry one of the most dynamic and competitive markets in the U.S. The industry gets its dynamics from the constant state of flux through the introduction of thousands of new products each year. The steady stream of new products being introduced offers many opportunities for the development of new and improved chemicals. 

While the basic types of these finished products have remained largely the same, many of the chemicals used as fillers, solvents and active ingredients have changed because of recent developments in biochemical processing methods. Therefore, despite the maturity of the cosmetics and toiletries market, a dynamic change in chemical formulation continues to evolve from the advances made in specialty chemicals and the need of chemical producers to accommodate the greater diversity found in all finished cosmetic and toiletry products. 1
The Body Shop has been involved in acquisition and joint-venture in the North America region in order to regain full ownership of its US business and to maximize future growth opportunities in this market.  The opportunities for building on the success in the USA are significant given the size of the toiletries and cosmetics market, The Body Shop’s relatively low market share, the potentially attractive return on investment in low stores and the opportunity for the development of multi-channel through direct sales and online trading. 2
The major task of The Body Shop is to define and satisfy the needs and expectations of the customers more effectively and efficiently than its competitors.  They do not have a traditional marketing department but Anita Roddick has been spending most of her time in marketing activities such as campaigns and conferences.  Skill is not the answer, neither money.  What is need is optimism, humanism, enthusiasm, intuition, curiosity, love, humor, magic and fun and that secret ingredients euphoria.  The above points which are noted by Anita Roddick exactly explains the marketing strategy of The Body Shop.

Market Strategy

Undifferentiated marketing strategy - Standardization:

Body Shop stores around the world are designed to look and even smell the same. 1 And their products and packaging are virtually the same worldwide.

Differentiated market strategy:

The Body Shop has adopted the strategy of differentiating its products through ethical and environmentally-friendly practices in manufacturing and marketing.  Foreign language labels are now being prepared in the UK to replace the standardized labeling in all markets.

Niche marketing:

The Body Shop is famous for creating a niche market sector for naturally-inspired skin and hair care products.  Therefore it has introduced generations of consumers to the benefits of a wide range of best sellers from Vitamin E Moisture Cream to Tea Tree Oil range, from Banana Nourishing Shampoo to Aloe Vera Body Lotion.2
There are market opportunities according to environmental problems which caused problems to the consumers and consumers are more concerned with those environmental issues.  Therefore, The Body Shop concentrated in the niche market of which primary target markets are 18-35 years-old women with rather high education, who would like to participate in environmental conservation. 3
Competition

The Body Shop was evolved from a single retail outlet into a global brand on the back of products such as best-sellers Nut Body Butter and Vitamin E Moisture Cream and a brand positioning as a socially responsible cosmetics retail.  In the UK, The Body Shop finds itself operating in a much more competitive marketplace than its launch 25 years ago.  It now has over 1900 outlets across the global, including about 300 in the UK.  Yet over the past years, not everything has proceeded entirely smoothly. While in the United States, competition in the cosmetics industry is heavy. 

The Body Shop pioneered new approaches to the manufacturing, retailing and especially the marketing of cosmetics and toiletries.  Now, however, there are many competitors using similar tactics to target the same consumer group.

Top Competitors:

Avon Products, Inc.
"Avon calling" -- calling for a corporate makeover. Avon Products, the world's largest direct seller of cosmetics and beauty-related items, is primping to build a global name and entice younger customers (while retaining middle-aged buyers). Direct selling remains the firm's modus operandi, but sales also come from catalogs, mall kiosks, a day spa (The Avon Centre), and an Internet site. The company's products include cosmetics (Avon Color), fragrances (Perceive, Women of Earth), toiletries (Skin-So-Soft), jewelry, apparel, and home furnishings. Avon is available in about 135 countries. For the first time in its 115 years of business, the company plans to begin selling products in some US stores in late 2001.
The Estée Lauder Companies Inc.
Estée, Jane, and Bobbi are close friends to women around the world. With brands including upscale Estée Lauder and Clinique, professional-style Bobbi Brown essentials, and trendy, teen-oriented jane, Estée Lauder sells cosmetics, fragrances, and skin care products in more than 120 countries. Its upscale lines, sold in department stores, in company stores, and by specialty retailers, account for about half of all US prestige cosmetics sales. The company has expanded its chain of freestanding retail stores (primarily for its M.A.C, Origins, and Aveda brands) to more than 300; it also sells products online. The founding Lauder family controls more than 90% of its voting shares.
Intimate Brands, Inc.
As a leading retailer of women's intimate apparel and personal care products, Intimate Brands should feel quite uplifted. The company has nearly 2,400 stores under the names Victoria's Secret (lingerie, cosmetics, and fragrances) and Bath & Body Works (personal care products). Victoria's Secret also sells apparel online and mails out more than 365 million copies a year of its famous namesake catalog, which serves as a socially acceptable "girlie mag." In addition, Intimate Brands sells candles through White Barn Candle Co. stores and is testing Victoria's Secret beauty stores (many within Victoria's Secret stores). CEO Leslie Wexner owns 18% of retailer The Limited, which in turn owns 84% of Intimate Brands.

Bath & Body Works, Inc.

Women turn to Bath & Body Works to help wash away the daily stresses of life. As a subsidiary of Intimate Brands, it operates about 1,500 Bath & Body Works stores in the US that sell natural body and hair care products as well as personal care products and fragrances. (Three such scents include Peace, Love, and Happiness under the Imagine banner.) Customers can also find a line of aromatherapy and spa treatment products at Bath & Body Works. In addition, massages, pedicures, and other indulgences are available at some stores. Bath & Body Works also operates The White Barn Candle Co., a chain of about 130 stores that sell candles and other products for the home.

The Boots Company PLC

Nothing to look down upon, The Boots Company operates the UK's leading drugstore chain (about 1,400 Boots The Chemists in the UK and Ireland), the #1 auto parts chain (some 410 Halfords), and one of its largest optometry and eyewear chains (about 300 Boots Opticians). Boots Contract Manufacturing is one of Europe's largest suppliers of private-label toiletries and cosmetics. (It provides the drugstore chain with private-label items.) Boots Healthcare International is a leading UK maker of over-the-counter (OTC) drugs such as Nurofen (ibuprofen) and Strepsils (sore throat remedy), and it sells OTC drugs in more than 130 countries. Boots has been cutting jobs, mainly from its drugstores, to improve profitability.
Garden Botanika

A category-dominant retailer of high-quality, high-value skin and body care products.  The company sells its proprietary line of naturally based, private label products in its own stores, which are currently located primarily in large regional shopping malls on the West Coast of the United States.

Other cosmetics and toiletry producers in Western Europe which are competitors of The Body Shop include McBride PLC, IWP International PLC and Creightons PLC.  Boots’ Botanics, Safeway’s Nutritherapy range have all emerged as competitors. *
The Body Shop's Four-Tier Environmental Approach

· Reduce

· Reuse

· Recycle

· Responsible waste disposal 1
Environmental Factors

Technology

Technologies provide cost effective solution to The Body Shop to operate smoothly and efficiently.  The Body Shop realizes the need for making information stored and updated at the company’s head office in the UK available via the Internet to all of its stores in 50 countries across the world.  The company’s Intranet Analyst has built an intranet by publishing the data on their Internet web server but limiting access to only authorized personnel. 2
The Body Shop has also been moving ahead with the development of its e-commerce strategy.  The aim here is to achieve improved synergy, leverage and operational efficiencies by integrating the Internet business more closely with The Body Sop’s existing retail and mail order businesses.  The Body Shop done this mainly through joint-venture with other IT businesses.  The US market continues to be the first priority for the launch of an e-commerce capability. 3
Economic

Exchange rate

The Body Shop said it had been hit by the adverse pound-to-euro exchange rate which would cost it about £3m year-on-year.  Therefore, we can conclude that the exchange rate between British pounds and Euro dollars could affect the company and its European outlets. 4
Economic development

The believe that the underlying sales performance in recent years reflects the resilience of their brand within a world climate of increasingly difficult economies and weakening consumer confidence. 5
The Body Shop Environmental Policy

Thinking Globally

The Body Shop is a manufacturing and retailer of skin and hair care products and their business is dedicated to the pursuit of social and environmental change.  Their policy stands as a constant reminder of their responsibility to act in order to protect the environment both locally and globally.  They are committed to continual improvement in the way they operate.  They want to do things better than they have been done before and they will involve their staff, franchisees, suppliers and customers in making that happen.

Striving for Excellence

Effective environmental management is both good housekeeping and good sense.  Through regular reviews and assessment of their operations they will set themselves clear, time-scaled targets for improvement.  They will not rest on their laurels though, as each target they reach is evidence of their progress towards best to practice and will provide them with positive incentive to strive for continuous improvement.

Searching for Sustainability

Sustainable development is about achieving a fairer and safer world for future generations.  At all levels of their operations, from retail support functions, to manufacturing, to their stores, they will use renewable resources wherever feasible and conserve natural resources where renewable options are not available.  The selection of better environmental options will happen increasingly, especially with their purchasing which will be supported by a comprehensive system of product stewardship.

Managing Growth

The rapid growth of the global economy has resulted in considerable human and environmental exploitation.  Their future planning will be guided as much by the environmental implications of their business decisions as by the economies.  They will devote increasing efforts to establishing non-exploitative trading arrangements with community based groups both locally and in the majority world as a means to protecting their cultures and their environments.

Managing Energy

The environmental problems resulting from the misuse and abuse of energy resources provide urgent reasons to achieve the highest possible energy efficiency in their operations.  They will work towards minimizing the amount of energy their activities consume while actively seeking renewable resources to replace the energy they must use.

Managing Waste

They believe society has an urgent and overwhelming moral obligation to avoid waste.  As a responsible business they adopt a four-tier approach: first reduce; next, re-use; then, recycle; and finally, as a last resort they will dispose of waste using the safest and most responsible means available.

Controlling Pollution

Environmental damage is an inescapable product of most industrial activity.  To counter this inevitability The Body Shop will adopt best practice systems to ensure they protect the quality of the land, air and water on which they depend.  They will avoid contamination and reduce polluting emissions to negligible levels and adopt a precautionary approach to all processes and products which might involve environmental damage.

Operating Safely

They consider the safety of their staff, their customers and the community in which they operate to be of paramount importance.  They will minimize risk in every one of their operations, from ensuring the safety and quality of their products to good neighbor policies in the communities where they work.  They will maintain procedures to address unexpected problems and emergency plans to safeguard the environment in the event of fire, flood or other natural disasters.

Their Legal Requirements

The minimum requirement of any responsible business is to observe the laws and regulations relevant to their activities wherever they operate.  They will ensure their legal and regulatory commitments are compiled with at all times and in the event of difficulties these are reported to the appropriate regulatory authorities without delay.

Raising Awareness

Through their actions they aim to establish a new, more sustainable ethic for business.  They want their efforts to set a precedent for others.  They will continue to educate their staff and to raise public awareness of environmental issues.  They are committed to full and honest public disclosure on the results of their environmental assessments and support the freedom of information regarding the environmental performance of industry. *
Target Market

The Body Shop has different target market in different regions where it does business.  In the UK, teenage consumers are its major target, whereas in Canada for example, the target market is married, university educated, professional women, aged 31-45 with a family. 1
Revamping its stores several years ago and stopped selling some of its cheaper green-label products was a policy aimed to attract higher spending customers. 2
In the UK market, Body Shop wants to attract customers aged 20-30 and is focusing its efforts on eight cities: Newcastle, Manchester, Leeds, Birmingham, Cardiff, Liverpool, London and Bristol. 3
A product line of Mamatoto products aimed at new mothers and their children.

Target markets also include 18-35 years-old women with rather high education, who would like to participate in environmental conservation.

Consumer Behavior

Consumer Perceptions and Characteristics

One way that The Body Shop has made a difference to customers is by being a retailer whose values they admire.  Many of their customers agreed that The Body Shop’s mission of  “dedicating its business to the pursuit of social and environmental change” is important to them.  By shopping at The Body Shop, customers could achieve their aim of shopping responsibly and supporting food organizations.

In general, The Body Shop loyal customers tend to show a consistent commitment to social and environmental responsibility in their own attitudes.  They take seriously their own contribution to making a difference, and are thoughtful in their social views and responses.  The fact that customers made the effort to respond to the social audit is further evidence of their interest in social responsibility.

The majority of loyal customer group believed that most businesses today are there just to make money for owners and shareholders.  Their own overwhelming preference was that business should act as responsible corporate citizens even if this reduces profits somewhat.  In particular, most customers thought that businesses should follow good environmental practices even if it adds to costs, and that they should be prepared to pay fair wages even if it reduces profits.

In general, customers were prepared to “put its money where its mouth is”.  Many said they would avoid products and companies which create social or environmental problems of which they know have acted badly towards their workers.

In terms of their past behavior, many said they have paid extra for a product because they knew it helped make a better world (e.g. helped a community in need); and others said they have chosen a particular brand because they liked the manufacturer’s attitudes.

There were high levels of customer group awareness about how The Body Shop has made a difference in terms of campaigns and environmental responsibility.  Most of them agreed The Body Shop campaigns effectively on human rights, environmental protection and animal welfare, and they also agreed that The Body Shop takes active steps to make its business more environmentally responsible.

In terms of changes in their own behavior, some said they had changed the way they do something as a result of their contact with The Body Shop.  The majority of changes were to do with buying more wisely, generally being more environmentally or socially aware and recycling.  A few of those reporting changes said there had been improvements to the way they cared for themselves. *
Segments

Segmental Analysis

	Shop Numbers
	
	

	
	Sept 2001
	Aug 2000

	UK & Republic of Ireland
	339
	298

	Americas
	425
	412

	Europe and Middle East
	702
	659

	Asia Pacific
	451
	414

	
	1917
	1783


	
	Sept 2001
	Aug 2000

	
	£m
	£m

	Retail Sales
	
	

	UK & Republic of Ireland
	77.7
	77.7

	Americas
	69.1
	70.4

	Europe and Middle East
	82.0
	80.1

	Asia Pacific
	73.8
	70.6

	
	302.6
	298.8


Detailed analysis of each geographical segments - Geographical Analysis

	UK & Republic of Ireland
	
	
	

	
	August 2001
	August 2000
	

	Stores at period end
	339
	298
	

	Store openings (net)
	24
	12
	

	Company-owned stores
	166
	145
	

	
	£m
	£m
	Change

	Retail sales
	77.7
	77.7
	+0%

	Turnover
	63.0
	61.9
	+2%

	Operating Profit
	5.2
	12.7
	-59%


The retail sales trend in the UK weakened in the second quarter, partly due to a smaller summer sale.  This resulted in flat total retail sales for the first half, with comparable store sales 4% down on the same period last year.  In the Republic of Ireland, strong total retail sales growth of 12% was boosted by a number of openings with pharmacies, which are performing well.

New product initiatives launched in the first half performed well, particular the food-inspired body range and Body Butters.

Ahead of the crucial Christmas trading period, an aggressive marketing campaign will be launched in eight major cities in the UK which is aimed at attracting younger customers to The Body Shop.  The campaign will include a range of local initiatives including a major sampling programme, e-mails, promotional postcards, radio competitions and massage treatments in shopping centres.

	Americas
	
	
	

	
	August 2001
	August 2000
	

	Stores at period end
	425
	412
	

	Store openings (net)
	12
	2
	

	Company-owned stores
	260
	245
	

	
	£m
	£m
	Change

	Retail sales
	69.1
	70.4
	-2%

	Turnover
	55.5
	47.6
	+17%

	Operating Profit
	3.1
	43
	-28%


Both total retail sales and comparable store sales were 2% lower than in the same period last year.  Second quarter sales were impacted by the general weakening of the marketplace, together with a smaller summer sale.

The movement in profit reflects higher store costs, as new stores have generally larger footprints with higher associated rents, together with an increase in regional overhead expenses.  The latter is largely due to higher depreciation following last year’s investment in information systems.

A store refurbishment programme is now gaining momentum in the USA and the refurbished stores are performing up to expectations.

	Europe, Middle East & Africa
	
	
	

	
	August 2001
	August 2000
	

	Stores at period end
	702
	659
	

	Store openings (net)
	18
	23
	

	Company-owned stores
	57
	50
	

	
	£m
	£m
	Change

	Retail sales
	82.0
	80.1
	+2%

	Turnover
	28.3
	29.2
	-3%

	Operating Profit
	4.4
	16.3
	-30%


The 18 store openings in the region include seven in Saudi Arabia, four in Germany, and three in both France and Switzerland.

The reduction in turnover during the first half was due to lower wholesale sale volumes.  The movement in operating profit reflects a higher profit from compay shops and an improvement in wholesale margin, offset by the impact of lower wholesale volumes and a transfer of £0.6 million in overhead expenses from the service centre to the region.

	Asia Pacific
	
	
	

	
	August 2001
	August 2000
	

	Stores at period end
	451
	414
	

	Store openings (net)
	22
	16
	

	Company-owned stores
	24
	18
	

	
	£m
	£m
	Change

	Retail sales
	73.8
	70.6
	+5%

	Turnover
	20.3
	21.0
	-3%

	Operating Profit
	6.6
	8.2
	-20%


The 22 store openings in Asia Pacific include five in both Indonesia and Korea and four each in Malaysia, the Philippines and Singapore.

These store openings produced total retail sales growth of 5% with comparable store sales level year on year.  The positive comparable stores sales growth achieved in a number of South East Asian markets, Korea and Australia was offset by declines in Japan, Taiwan and Hong Kong. 

Future Plan

Although medicated skincare is one of the slowest growth categories forecasted, The Body Shop is looking at new product development within this segment to encourage growth. *
Marketing plan

Overview of Marketing Mix Strategy

Regarding the marketing mix strategy of The Body Shop, it is found that its product strategy is to use natural extracted raw materials with environmental-friendly production and packaging, as well as to provide beauty care services.  For price strategy, its product pricing is determined according to their costs and competitive prices.  For place strategy, store decoration is done in natural and modern style.  As for promotion strategies, store advertising has been used in order to motivate product demand and to create environmental awareness.  Public relation activities aim to emphasize the knowledge about health and environment and to set up social activities.  For sales promotion, it has campaigned the consumers to refill and recycle the packaging.  In addition, sales persons have been educated about products and company's vision on environmental preservation. 1
Product

Appealing to the hyped-out customer

A sense of electricity and passion is not, in fact, the first thing that hits customers when they walk into a Body Shop.  It is the smell.  A wave of exotic aromas greets them at the door and draws them in.  The shop itself is bright and airy, very orderly, but with a whimsical touch.  Along the walls are neat rows of products with names like Rhassoul Mud Shampoo, White grape Skin Tonic, and Peppermint Foot Lotion.  What is odd is the packaging.  It is almost defiantly plain.  Indeed, one whole side of the shop is covered with rows of shampoos and lotions in identical plastic bottles with black caps and green labels.

There is plenty of information.  Containers have clear, factual explanations of what is inside and what it is good for.  On the shelves are notecards with stories about the products or their ingredients.  There are stacks of pamphlets with such titles as “Animal Testing and Cosmetics” and “What is Natural?”.  In a corner is a huge reference book called The product Information Manual, providing background on everything The Body Shop sells.  In some shops there is even a television set playing a video at low volume about, say, the company’s manufacturing operation or one of it causes.

All of this is, of course, deliberate.  In an industry built around selling fantasy, The Body Shop prides itself on selling “well-being”.  As a matter of stated principle, it pledges “to sell cosmetics with the minimum of hype and packaging” and “to promote health rather than glamour, reality rather than the dubious promise of instant rejuvenation”.  As for shops, they are designed to be self-service.  Salesperson are expected to be able to answer any questions they might get, but they are trained not to be forceful with customers.  In a similar spirit, the company refrains from advertising its products. 1
Social Usefulness of Product

It is difficult to argue that cosmetics and lotions make a substantial contribution to society in themselves, compared to other consumer products.  Nonetheless, they are part of personal care that is closely tied to respect for one’s body, and their realistic presentation by The Body Shop contrasts with substantial segments of the cosmetics industry which over promise the beauty effects of their products.  It is also possible to consider The Body Shop’s social campaigns as a second line of  “products” which have substantial social usefulness.

Product Quality

The Body Shop products appear to fill all basic expectations of bath and body company.  The company, according to experts consulted, has products which compare favorably with industry standards of quality but are hard to distinguish on any wide accepted measure.

The Body Shop has long prided itself on innovative products.  The company has pioneered many innovative uses of fruit and other natural ingredients in its products, and has introduced many new products during the 1994-1995.

It’s position placed on high quality a safety products with international standard and environmental conservation.  The Body Shop Colourings brand continues to offer The Body Shop customers high quality, performance products at realistic prices.

Product Disclosure

In 1986, The Body Shop developed and placed in most of its stores a Product Information Manual which gives extensive information about the products and the ingredients in each product.  This is an extraordinary amount of disclosure and exceeds that available in most comparable stores.  However, few consumers consult the manual, getting more information from oral statements by shop staff.  Furthermore, the Product Information Manual was not found to be universally available in all stores.  The company then planned a roll out of a new product information manual.

While the information provided on product labels has often exceed what is legally required, this information has not in the past been standardized across the various countries in which The Body Shop operates.  The company could have done more to ensure extensive disclosure and labeling in all markets and languages in which the company trades.  Today, the company’s renewed commitment to product disclosure is driving increasing standardization of labels and verification of the information presented on those labels.  Most foreign language labels are now being prepared in the UK.

To freshen up the customer loyalty and confidence to the company, The Body Shop published and distributed its environmental audit reports to any interested parties like consumers, employees, the media, local residents etc. 1
Image

The Body Shop retail cosmetics chain has marketed its products by cultivating a progressive, ethical image.  They also create a image on customers that they are against animal testing.  They will not test ingredients or products on animals, now will they commission other to do so on their behalf.  They will use their purchasing power to stop suppliers animal testing. 2
Conservation of resources is another image The Body Shop is trying to achieve.  At all level of operation-in their head offices, in their manufacturing facilities, in their subsidiaries and franchises, and in their retail outlets around the world-wide will try to minimize resource use including raw materials, water and energy, and they will use renewable resources wherever technically and economically feasible.

The Body Shop, continue to pull strong sales and appeal to consumers with bright colors, easy shopping locations and friendly staff.

Core to The Body Shop culture is their ongoing commitment to campaigning for social and environmental change, which fosters loyalty, pride and passion amongst their stakeholders.  Commitment to reduce their environmental impact will be reflected in The Body Shop campaign on climate change which will promote local and global solutions to this issue, including the use of renewable energy. 3
The Body Shop’s values now seem even more contemporary than they were when it stated - consumerism, social justice and environmental issues are now firmly on the agenda across the world.  Many people have a strong trust that The Body Shop’s products have not been tested on animals and those products have less impact on environment.

They do not want to give an image like: their products make people younger, healthier and more attractive.  This could be resulted as false belief to the company and losing customer loyalty.  But they always aimed to sell quality products at reasonable prices.

Brand

The Body Shop is undeniably one of the world’s best-known brands and the only global brand to set out its stall on environmental and social issues.  It evolved from a single retail outlet into a global brand on the back of products such as best-seller Nut Body Butter and Vitamin E Moisture Cream and a brand position as a socially responsible cosmetics retailer.

The Body Shop’s target market knows the store’s brand values as well as it knows the back of its hands, and it knows the back of its hand pretty well.

In 1999, The Body Shop brand was voted the second most trusted brand in the UK by the Consumers Association.  According to the 1997 Interbrand survey criteria, the company was named 28th top brand in the world, second in the retail sector.  In a 1998 report, a survey of international chief executives in the Financial Times ranked The Body Shop the 27th most respected company in the world.
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Packaging

The Body Shop was founded by entrepreneur Anita Roddick who in 1976, started retailing homemade naturally inspired products with minimal packaging.  Therefore, packaging was plain and inexpensive. 1
Body Shop products have minimal packaging and its gift baskets are packed with low-grade, shredded recycled paper.

Slogan - Against Animal Testing

In 1989, The Body Shop changed its slogan from “Not Tested on Animals” to “Against Animal Testing”. 1
Logo
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THE BODY SHOP’S PRODUCT LINE 

	Hair care

Conditionings:  Banana conditioner, Brazil nut conditioner, Brazil nut damage care conditioner, Coconut oil hair shine

Shampoo: Banana shampoo, Brazil nut damage care shampoo, Brazil nut rich shampoo, Camomile shampoo

Styling/treatment: Define & no frizz cream, Smooth &shine hair cream, Smooth &straight hair water
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	Skin care

Body: Almond & honey body lotion, Bergamot body lotion, Hemp elbow grease, Hemp well oiled, Lavender body lotion, Mango body butter, Nut body butter, Olive body butter, Oceanus body lotion, Oceanus body power, Of a woman moisture body balm, Rice bran scrub, Soya body butter, Shea body butter, Vitamin E body lotion, White musk body lotion 

Hands/feet: Cocoa butter hand & body lotion, Hemp hand protector, Peppermint foot lotion, Pumice foot scrub, Refreshing foot spray, 

Sun care: After sun lotion, After sun spray, Cocoa butter after sun lotion, Fake it! Self-tan lotion, Sun lotion spf 8, Sun spray lotion spf 6  

	Aromatherapy

Bath / Shower: Lavender bath essence, Lavender body bar, Lavender forming milk bath, Lavender moisturizing shower gel, Refreshing bergamot body bar, Refreshing bergamot body wash 

Massage: Base bath &massage oil, Energizing bath &massage oil, Relaxing bath &massage oil, Sensual bath & massage oil, Body massage oil 

Moisturizers: Base body lotion, Energizing body lotion, Relaxing body lotion, Sensual body lotion, Lavender body lotion 

Oils: Bergamot pure essential oil, Camomile pure essential oil, Eucalyptus pure essential oil, Jasmine absolute, Lavender pure essential oil, Lemon pure essential oil, Neroli essential oil, Peppermint pure essential oil, Sandalwood pure essential oil, Ylang ylang pure essential oil
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	Fragrance

Eau de toilette: Of a woman intensive pulse point perfume, Ananya eau de toilette, Oceanus mush eau de toilette, White musk eau de toilette 

Perfume oils: Anaya perfume oil, Dewberry perfume oil, Fuzzy peach perfume oil, Oceanus perfume oil, White musk perfume oil


	Colourings

Cheeks: Complete colour, Complete colour bronze, Cream blush Powder blusher, Tined bronzing powder, Twist & blush, Twist & bronze  

Eyes: Brow &lash gel, Camomile eye mask-up remover, Conditioning mascara, Continual eye colour, Continual mascara, Eye definer, Eye shine, Eyebrow mask-up, Eyebrow powder pencil, Eye shadow, Fragranced colour sticks, Lash building mascara, Sparticles 

Faces: All- in-one face base, All-in-one face treat, Brush-on bronze, Conditioning mask-up remover, Corrective prebase, Everyday foundation, Highlighter sticks, Lightening touch, Oil control foundation, Oil-free liquid foundation, Pressed face powder, Skin treat foundation, Stick foundation, Tea tree oil cover stick, Translucent bronzer 

Lips: Lip line fixer, Lip liner, Lip shine, Lip tint, Lipscuff, Lipstick
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	Men

Body mechanics: Deep cleansing body wash, Deodorant spray, Deodorant stick, Everyday body wash, Hair styling wax, Slick  Fragrance: Of a man aftershave balm, Of a man anti-perspirant deodorant, Of a man body bar, Of a man eau de toilette, Of a man hair & body wash  

Skin mechanics: Aftershave balm, Aftershave gel, Face protector, Face scrub, Face wash, Menthol shave cream, Oil-free bronzer, Original shave cream


	Africa spa -natural body treatments

Hair & body honey mud, Body salt scrub, Baobab bath oil, Natural salt bath, Rich cocoa body balm, Hand & feet honey butter
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	Face care

Cleansers: Glycerin & oat facial lather, Pineapple facial wash, Tea tree oil facial wash, Tea tree oil facial scrub 

Eyes: Eye supplement, Soothing eye make-up remover gel 

Fresheners: Hydrating freshener, Tea tree oil freshener 

Lips: Hemp lip conditioner, Honey lip care spf 15, Lip balms, Vitamin E lip spf 15 

Masks: Blue corn scrub mask, Honey & oatmeal scrub mask, Intense moisture mask, Tea tree oil facemask, Tea tree oil facial scrub 

Moisturisers: Aloe Vera moisture cream, Carrot moisture cream, Rich moisture cream, Rich night cream with vitamin e, Tea tree oil facial moisture gel, Tinted moisturiser, Vitamin e moisture ream 

Oils/treatment: Exfoliating lotion, Night supplement, Tea tree oil, Tea tree oil blemish stick
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	Bath/shower

Bath: Almond & honey fizzy bath suger, Forming bath oil, Olive & citrus bath oil, Oceanus bath &body tonic, Satsuma bath bubbles 

Deodorant: Auti-perspirant deodorant 

Shower: Aloe Vera body gel, Aloe Vera body lotion, Aloe Vera cleansing bar, Bergamot shower gel, Honey & orange body wash, Lavender shower gel, Conditioning scrub, Cooling leg gel, Olive oil scrub, Oceanus bath & shower gel, Quinoa & Soya body scrub, Pink grapefruit bath & shower gel, Tea tree oil body wash, Vitamin E cream body wash, White musk bath & shower gel 

Soap: Cocoa butter cleansing bar, Cocoa butter cream body wash, Fragranced soaps, Glycerin soaps, Hemp soap Oceanus soap, Seaweed and loofah soap, Tea tree face soap, Vitamin E cleansing bar, Vitamin e face soap 


	Foot care range

Lemongrass foot cares range: Lemongrass deodorizing foot soak, Lemongrass deodorizing foot & leg gel, Lemongrass deodorizing foot powder lotion, Lemongrass deodorizing foot spray 

Peppermint foot cares range: Peppermint cooling foot soak, Peppermint cooling pumice foot scrub, Peppermint cooling foot & leg gel, Peppermint cooling foot lotion, Peppermint refreshing foot spray*


Pricing

In the UK, The Body Shop finds itself operating in a much more competitive marketplace than at its launch 25 years ago.  Its exclusive green proposition has been largely eroded, with most high street retail chains now fielding their own ‘natural’ cosmetics and toiletries ranges.  And a price and promotional battle on toiletries has left its products more expensive than its rivals.

The pricing strategy is determined according to their costs of production and operations and competitive prices of its major rivals in the market.  

Here is a list of the approximate market price (in British pounds) of a range of products:

Body

Hand Cream: £3.2

Body Lotion: £7.25-£7.6

Hair

Shampoo: £4.34-£7.6

Conditioner: £4.34-£6.67

Face

Cleansers: £5.69-£7.05

Masks, Scrubs & Supplements: £3.09-£11.39

Skin Defectives: £9.07-£13.45

Moisturisers: £4.69-£9.4

Eyes: £3.73-£7.25

Bath & Shower

Body Washes: £3.62-£6.16

Soap: £1.25-£2.31

Color

Lipstick: £4.31-£7.82

Fragrance

Perfume Oils: £4.47-£6.16

Men

Face & Body: £4.35-£6.53

Fragrance: £6.89-£12.36

Africa Spa: £7.82-£17.8
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Distribution

The Stories

In March 1976, Anita Roddick opened the first Body Shop in a Brighton side street on the shoestring budget of £4000 bank loan.  She had 15 products in plastic bottles for sale, and the labels were hand-written by Anita.  The shop took £130 on its first day.  The second shop was opened in Chichester in September 1976.  Anita had an increasing number of requests to open shoes in other cities.  While both shops were doing well, the cost of setting up shoes on a national scale was too great an investment, until Gordon Roddick had an idea of franchising to enable rapid growth.  The first Body Shop franchisees were granted and opened in Bognor Regis and Hove.  The first Body Shop to open outside the UK was in Belgium in 1978.  Franchising allowed for rapid growth and international expansion.  Expansion and growth continued in the UK and the rest of the world. 1
The Body Shop trades through over 1900 stores in 50 markets around the world.  The company operates as head franchisee in UK, USA, Mexico, Austria, France, Germany and Singapore with the remaining markets owned and operated by independent head franchisees.

In the USA, nationwide stores situated in a variety of locations from major malls, airports, lifestyle centers as well as mail order catalogue distribution throughout the USA.

Limited / Exclusive Distribution

Retail or channels is granted exclusive rights.  The Body Shop products are available only in their stores or from their catalogs.

Methods of Distribution

· Franchised outlets

· Company-owned stores

· Mail order

· Direct selling

Retailing through:

	· Company-owned shops

· Mail order

· The Body Shop Direct
· Wholesale of goods of franchise 2
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Dual Distribution
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Reverse Channel - Recycling

Offer customers an opportunity to refill their products for a reduced rate after sex refills customers get a free product), as well as a cash refund for all plastic and glass containers returned to the store for recycling.








The Store

The company’s in-store design is distinctive and idiosyncratic.

The stores were made as inviting and appealing as possible through the use of color, and by arranging products vertically to establish clean lines.  It is also designed to be accessible.  They made it very user-friendly to women and the whole of the merchandising is done on a 5' 2" level, which is easily accessible for many female customers.

Revamped Body Shop

The new layout emphasizes the use of natural materials, including a floor made of grass bamboo and hemp backdrops for retail displays.  The new store also will feature a freestanding sink that will allow consumers to sample multiple products. 1
Future Plan

The Body Shop intends to review its unwieldy network of franchised stores and buy-in a number of franchised outlets because figures show that independent franchises are performing poor while the company-owned outlets are doing much better. 2
Promotion

The Body Shop established credibility with its customers by educating them.  It tells them everything there is to know about its products: where they come from, how they are made, what is in them, how they are tested, and what they can be used for.  It does all this, moreover, with a light touch, using anecdotes, humor, videos and bright graphics.

It is a business unlike any other because they have no marketing department and no advertising department.  They operate according to criteria which place more emphasis on human values than on strictly commercial considerations. 1
Differentiating products 

The Body Shop is a company which differentiated itself from competitors through its ingredients and manufacture. 2
Most major cosmetics companies develop their products in laboratories.  They must then test each product’s safety by conducting extensive experiments on animals.  The Body Shop, on the other hand, develops its products from ingredients that either are natural or have been used by humans for decades, if not centuries.

Through brochures in the shops, it explains to customers in great details not only what it does, but what it does not do - include animal testing.  It reinforces the point by marketing each container “Not Tested on Animals”.  It thus turns a basic consumer issue - safety - into a powerful tool for differentiating its products.

Similarly, The Body Shop uses information about ingredients to differentiate its products.  The label on the Rhassoul Mud Shampoo, for example, notes that it is made from “a traditional Moroccan Mud from the Atlas Mountains…which has astringent and toning properties”. 3
All of this information has a cumulative effect. Customers get the message that they can find out anything they care to know about the way the company does business.  They can also learn about other cultures, about environmental issues, about social problems, etc.

More to the point, it does at that by humanizing the company.  Customers feel that they are buying from a company whose values and business practices they know.  The effect is to create a loyalty that goes beyond branding.  Customers actively promote the company and its products to their friends, and this word of mouth fuels growth.  Meanwhile, The Body Shop has yet to spend a dime on advertising.  Indeed, it does not even have a marketing department.

Inform the public and customers

The Body Shop relies on eye-catching in-store posters and on media interest in the founder (Anita Roddick) to generate publicity for the brand. 1
The Body Shop first informs its own personnel about ingredients, then arms them with a detailed reference book, and supports them with product information cards spread around its retail stores.

The Body Shop, which does not advertise to promote new products, used in-store brochures to promote the line along with in-store posters that featured a variety of tag lines.

According to The Body Shop’s company policy, they never advertised in newspapers or on television.  The most effective and useful way of advertising is to use its shops and its staff.  By using the shop windows they run posters and by using the staff they inform their customers.  They do a good job of selling to people once they are inside.  What they are not doing is attracting enough people in. 2
Increase Demand

A freestanding sink positioned toward the front of the store to encourage consumer trial. 3
A new merchandise mix that varies by season aims to attract customers to try new things.

Public Relations

Fund-raising campaigns, carried out through the stores, produced window displays, posters, T-shirts, brochures, and videotapes to educate people about the issues.

The company’s social campaigns, conducted through the medium of the retail shop and shop windows, represent in effect a second “produce line”, one designed to leverage the shop space and customer traffic for social change.  Some campaigns have been fought in the public press and through high profile speeches by founder Anita Roddick and other company executives.

The company’s record of social performance has been strongest in areas where it has pursued social causes independent of the traditional trading and commercial activities of the company.  Over the past ten years, the company has made significant contributions to the animal welfare movement, to environmental awareness, to communities in which it operates, and to the human rights movement.

Indeed, there is almost no end to the list of such Body Shop activities.

Most of the activities are, in fact, intended to generate publicity for The Body Shop, that - over the long term - they do tend to increase sales, and profits.

Direct Selling

The Body Shop has just begun to take their product strategy to the customer through their the Body Shop At Home business where trained consultants demonstrates a selection for products from their ranges to potential customers. 1
Promotional Claims

The Body Shop does not make many of the claims typical of some other cosmetics companies that cosmetics will eliminate wrinkles, make one look 20 years younger, and change one’s life.  Nonetheless, in its attempt to distinguish both its goals and its products from other bath and body companies, the company’s promotion of its products has at times in the past permitted exaggerated statements about the naturalness, free of animal testing, and indigenous origins of its products.  Many of these statements were literally accurate but created an impression beyond the words.  Media statements about the nature of the company’s products and misstatements by the company’s own spokespersons have often gone uncorrected.  Later the company has launched an “information audit”, by which all written copy and speeches are checked for accuracy. 2
Future Plan

The Body Shop is considering dropping its opposition to advertising as it struggles to combat falling sales. 3 They are determined to position The Body Shop as an effective retail competitor in each of the markets in which they trade, and to that end they will announce major changes to reshape their business later.  The company plans to close 25 underperforming branches in the US and refit others.  It also intends to change the look of its stores more often and reduce the range of products so it can put new products more quickly onto its shelves.

Marketing Campaign for Launch of New Image

New Image 

The new image we will develop for the body shop is lively, fresh, and natural.  We want to give customers the image that the Body Shop is a one-stop, all-in one body care shop.  That means our shop can provide customers with comprehensive service.  If customers want to buy any thing about body care, they come to Body Shop directly.  Here they can find out in our shop, all daily body care products, no matter whether it is toothpaste, toothbrush, towel or nail scissors etc.. 

New logo 

In replacement to the old logo which is not lively enough, we create a new logo, the background of our new logo is in light green and in the middle of the logo it is a symbol of a freshly-grown plant with two delicate leaves. It symbolizes youth, vitality and freshness in both our soul and body.

New Store Decoration

We will paint our store in light green like fresh grasses, a lighter colour compared to the current colour.  Besides, we will build glassy transparent floors with fish pool under earth.  So when customers walk in to our store, they are actually walking on the fish pool and able to enjoy the fun of looking at the swimming fishes.  Bushes and grasses were also decorated in the store, so that customers will have a refreshing feeling as if they were stand on the outskirts.  To give them a body and soul relaxing in the busy life, our final aim is to make people think of us, when they wants to escape from their busy urban life, they will come to our shop. We want to be the green forest in the city.  Besides, we will have a large screen on the outside of each store, like the one of Times Square, to show our latest promotion video clips.  This is to attract the attention of passers-by.

A New Well-Being Corner In Every Store

To let our customers enjoy total refreshment and to have a thorough knowledge about our products before they make their purchases, we will have well-being corners in all our stores.  Facilities inside each well-being corner include: 

1. A bathroom where customers can take a bath with our bathing products; 

2. An aromatherapy room where customers can try out our latest aromatic oil.  They can also get a massage there; 

3. A sauna room where customers can have a sauna; 

4. A beauty consultant's helpdesk where customers can have hair tests, skin tests, facials, and valuable advice from our professional beauty consultants.  They will also help customers select products that suit them.
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New men's products

Men, especially middle-aged men likes to dress up himself. However, for some reasons, their body may have some unpleasant odour, which is not so appealing to females.  Therefore, we will develop a new special fragrance oil for men.

Every man has beard, which is a characteristic of men. Usually, their skin gets very dry after shaving, and small stubble remains. We will develop a new shaving cream which is very effective to soften beard for easy shaving and moisturize skin.

"The Most Charming Couple" Competition

Another intention of us to produce more specialized products for men is to encourage lovers to come shopping together in our stores.  We want to change the misconception that only women come to buy things in The Body Shop and that The Body Shop products are just for women.  Men can also enjoy shopping at our stores, together with their girlfriends or wives.  We will sell men and women's products, nicely packed and wrapped, to attract lovers to buy.  Moreover, we will hold a contest to select the most charming couple in each country.  Our theme is "THE BODY SHOP BRINGS YOU CLOSER".  Customers can join the contest simply by filling out forms obtained at our local stores or at our website. We will select 10 finalists from each country, provide them with free professional beauty advice, free usage of our products and facilities within the period of 6 months.  They may just be average-looking couples, but after 6 months, we will choose one couple who have made the biggest progress and turned out to be the most charming pair. We also have awards like the most charming boyfriend, the most charming girlfriend and so on. We will gather winners from all over the world in a glamorous party in Las Vegas. The whole process of the competition will be reported and broadcast on our store screens and on TV, like the recent body-slimming contest on TVB.
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Conclusion

The original Body Shop sold 15 products.  Today it sells a range of over 350 and the range is constantly developing.

In each industry, companies have been developing new market strategies about the environmental issues of their products.  This is also known as green marketing which is more about changing the type of advertising.  Green marketing becomes a whole company approach and philosophy for the business.

Recent news from the executives says that there will be a pretty aggressive marketing campaign for Christmas, aimed at bringing in new customers.

But we believe the future success of The Body Shop does not merely depend on whether it is able to attract many new customers.  Instead, it also depends a lot on how it manages its relations with existing customers, suppliers, the public (about social issues and green marketing) and its competitiveness to response to rapid environmental changes.
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The Body Shop International PLC - a company with a difference

· To dedicate our business to the pursuit of social and environmental change. 
· To creatively balance the financial and human needs of our stakeholders: employees, customers, franchisees, suppliers and shareholders. 
· To courageously ensure that our business is ecologically sustainable: meeting the needs of the present without compromising the future. 
· To meaningfully contribute to local, national and international communities in which we trade, by adopting a code of conduct which ensures care, honesty, fairness and respect. 
· To passionately campaign for the protection of the environment, human and civil rights, and against animal testing within the cosmetics and toiletries industry. 
· To tirelessly work to narrow the gap between principle and practice, whilst making fun, passion and care part of our daily lives. 1
Trading Charter

The way we trade creates profits with principles

WE AIM TO ACHIEVE commercial success by meeting our customers' needs through the provision of high quality, good value products with exceptional service and relevant information which enables customers to make informed and responsible choices.

Our trading relationships of every kind with customers, franchisees and suppliers will be commercially viable, mutually beneficial and based on trust and respect.

OUR TRADING PRINCIPLES REFLECT OUR CORE VALUES

WE AIM TO ENSURE that the human and civil rights, as set out in the Universal Declaration of Human Rights, are respected throughout our business activities.  We will establish a framework based on this declaration to include criteria for workers' rights embracing a safe, healthy working environment, fair wages, no discrimination on the basis of race, creed, sex or sexual orientation, or physical coercion of any kind.

WE WILL SUPPORT long term, sustainable relationships with communities in need.  We will pay special attention to those minority groups, women and disadvantaged peoples who are socially and economically marginalised.

WE WILL USE environmentally sustainable resources wherever technically and economically viable.  Our purchasing will be based on a system of screening and investigation of the ecological credentials of our finished products, ingredients, packaging and suppliers.

WE WILL PROMOTE animal protection throughout our business activities.  We are against animal testing in the cosmetic and toiletries industry.  We will not tested ingredients or products on animals, nor will we commission others to do so on our behalf.  We will use our purchasing power to stop suppliers animal testing.

WE WILL INSTITUTE appropriate monitoring, auditing and disclosure mechanisms to ensure our account ability and demonstrate our compliance with these principles. 1
The Body Shop Foundation

The Body Shop Foundation was established by the company in 1990 as a mean of gathering together funds and money raised by directors, employees, national and international franchisees and friends of The Body Shop in order to allocate these to social, human and environmental welfare issues.  The purpose of the Foundation is to give financial support to pioneering, front line organizations who have little hope of conventional funding.  The focus is to assist those working to achieve sustainable progress in the areas of human and civil rights, environmental and animal protection. 2
Community Trade

The Community Trade programme is a special purchasing programme that is the result of The Body Shop commitment to support long-term sustainable trading relationships with communities in need. The goal of Community Trade is to help create livelihoods, and to explore a trade-based approach to supporting sustainable development by sourcing ingredients and accessories directly from socially and economically marginalised producer communities. 

Community Trade can provide a vehicle for community and individual development. It is one way that The Body Shop can use its knowledge, creativity and purchasing power to directly benefit communities throughout the world. Working with The Body Shop provides suppliers with access to a market which can serve as a training ground and a gateway to other markets and customers. The Body Shop Community Trade programme is a journey and an adventure.1 

The basic principles behind the company’s Community Trade program are:
· to respect all environments, cultures and religions 

· to utilize traditional skills and materials 

· to create trade links that are not only successful but sustainable 

· to trade in replenishable natural materials 

· to encourage small-scale projects that can be easily duplicated 

· to provide a long-term commitment to all projects 

Products sourced for The Body Shop through Community Trade include Brazil nuts from the Kayopo tribe in Brazil, handmade paper from Nepal and wooden goods from India.  A children’s school has been opened in India through the program.2
Approach to Ethical Business

The Body Shop approach to ethical business operates on three levels:

1) Compliance: opening up to defined standards of human rights, social welfare and worker safety, environmental protection and, where relevant, wider ethical issues like animal protection.

2) Disclosure: only through public disclosure can a real process of dialogue and discussion with stakeholders be achieved and the right direction charted for the future.

3) Campaigning: to play an active part in campaigning for positive change in the way the business world works, with the ultimate aim of making a positive impact on the world at large. 1
Core Values
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	AGAINST ANIMAL TESTING

We will make products with integrity, based on time honoured human tradition and safely developed without animal testing. We will never test our products on ingredients on animals, we never have and we never will. We will continue to consistently monitor our suppliers to ensure that this promise is upheld. We will support initiatives that ban inhumane practices against animals.
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	DEFEND HUMAN RIGHTS

We will speak out on human rights issues as wide ranging as child labour and the plight of people. We will continue to ensure that our products are sourced and produced in environments that support our trading charter.
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	PROTECT OUR PLANET

We will operate a sustainable business, ensuring all of our activities are in the best interests of the environment. We will continue to set ourselves best practice goals for our environmental performance and we will campaign to protect and sustain our environment.
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	ACTIVATE SELF ESTEEM

We will develop internal and external initiatives that enhance and promote self esteem. We will continue to challenge the unrealistic beauty ideal presented by the

beauty industry and use languages and images show respect and a real reverence for women.
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	STRENGTHEN OUR COMMUNITY

We will use our success responsibly, to choose ingredients that are responsibly harvested and to trade wherever possible with communities in need who can benefit from our business via our Community Trade program. We will develop and support initiatives that contribute to the economic, social and cultural growth of

communities.




The Body Shop in Hong Kong

Industry Overview 

Hong Kong has only a few cosmetics manufacturers.  Most of the brands distributed in Hong Kong are supplied by overseas manufacturers.

Product / Market Segmentation 
Cosmetics products are segmented into High, Medium, and Low end.  Almost all major international brands are distributed in Hong Kong.  Famous brands like the following are segmented as:

　

	Segment 
	Typical Products 

	High 
	Lancome, Guerlain, Christian Dior, Estee Luder, Elizabeth Arden, Clinique, Shisheido, Max Factor, Revlon 

	Medium / Medium-High 
	The Body Shop, Fancl, H2O Plus, Olay, Pond’s, 

	Low 
	Kwong Sang Tong, Snowflake 


　

Supply Chain
For the supply chain, most overseas cosmetics manufacturers appoint importer in Hong Kong.  These importers sometimes also act as distributor or sole distributor responsible for distributing the respective brands in the territory.  They normally supply cosmetics products directly to chain retailers like: 
§         Supermarkets 
§         Drug stores 
§         Convenience stores 
§         Department stores 
§         Cosmetics Specialty Retailers (e.g. SaSa) 
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Consumption 

Consumption of cosmetics and skin-care products by young people is increasing rapidly, with more new products entering this segment.  UV protection is still a cool feature in an Asian city like Hong Kong.  On the other hand, cosmetics with natural ingredients have become more popular. 

Product Supply
With the opening up of market in mainland China, most international brands now begin to set up offices or even factories in China and supply products to Hong Kong. 

Competitive Analysis

In this section, we will compare the products and marketing strategy of The Body Shop Hong Kong (BSHK), with those of Fancl and H2O+.

Comparison on Competitive Drivers
To objectively compare the competitive drivers of the three brands, we have carried out a survey, with the results shown in the diagram below.

　

	  
  
	The Body Shop
	Fancl
	H2O+

	Competitive Drivers
	Weight
	Scale (1–20)
	Scale (1–20)
	Scale (1–20)

	1. Image
	20%
	15
	12
	12

	2. Price
	20%
	15
	12
	14

	3. Product
	20%
	15
	15
	15

	4. Retail Strategy / Distribution
	20%
	10
	15
	15

	5. Promotion
	20%
	5
	15
	15

	TOTAL Score
	
	60
	69
	71


* Survey sample: 30 HKUST students/peers in HK 
  

The results showed that BSHK seems to lag behind the other two brands in areas of competitive drivers. 

  
Brand Position
In this section, how the cosmetic companies brand themselves in the extremely exciting Hong Kong market is examined.  The diagram below illustrates the pricing strategy and product line mix of the major cosmetic brands.
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BSHK has put most of its effort in the mid-range pricing, skincare portion of the market.  BSHK faces a very huge competition with Fancl and H2O+ because of their close pricing range and similar product mix (mainly skincare).

Product Life Cycle
After looking into the market positioning of the three brands, we would analyze the product mix, in terms of product life cycle, from the three brands.

Product Life Cycle – BSHK
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Product Life Cycle – Fancl
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Product Life Cycle – H2O+
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Product Mix and Product Life Cycle
As we demonstrate in the three diagrams, some observations can be seen.

For BSHK, a large proportion of the product lines have already attended the “mature” and even “decline” stage in the product life cycle, and this is certainly not a very good situation for BSHK.  However, there can be opportunities if BSHK introduces some new products and advertise with celebrities.

For Fancl, the future is promising as they have most of product lines at the “launch brand” and “growth” stage in the cycle.  Their advertising strategy of using hot and famous celebrities has been successfully backing the promotion campaign.

H2O+ has product lines distributed relatively evenly in the first three stages of the cycle.  Their advertising strategy is similar to that of Fancl, and it has been working.

Similar Distribution Structure
 

All three brands are from foreign countries, and we have found their distribution structure quite similar.
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One thing that the distribution structure of BSHK differs from the others is that BSHK has its own sales office in Hong Kong, while Fancl and H2O+ retails would go through the channel of importers and sales agents.

Comparison on Product Features and Image
In this section, we use the table below to discuss other competitive factors worth consideration. 
	  
	BSHK
	Fancl
	H2O+

	Breadth of product line and selection
	Broad, mainly skin care
	Fair, but the line of medicine is unique among three
	Fair

	Product quality
	Good
	Good
	Good

	Image (market positioning)
	Environmental friendly
	OL (Office Ladies)
	Young or teenage girls

	Price range
	Most affordable
	Slightly more expensive among three brands
	Affordable



 

Strategic Analysis

In this section, based on the above industry overview and contextual analysis, a SWOT analysis on BSHK will first be conducted. Then, the key success factors for a company to compete in HK cosmetic market will be identified. With the help of these two analyses, the competitive position of BSHK can then be concluded.   

SWOT Analysis on BSHK 
	Strengths 
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Customer loyalty 
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Established brand awareness 
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Image on environment friendliness 
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Economy of scale in production (worldwide markets) 
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Wide range of products 

	Weaknesses 
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Many products are in the mature/ declining stage 
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No celebrity in promotion for attracting young people 
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Sales volume restricted by the limited no. of retail outlets 


	Opportunities 
[image: image55.png]



Skin care products for men who become concerning more about their skin health 
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People become mature in their early ages. 
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People prefer natural things to artificial ones. 
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Internet/e-commerce application on retailing 

	Threats 
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Upcoming competitors (e.g. H2O+ and Fancl) 
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Recession – affecting the purchasing power of the target market 
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Mature market – slow growth / competing in grasping market share 



 

Key Success Factors 
In the following, the key success factors for a company to win in the cosmetic market will be identified. Based on the above SWOT analysis and the identified key success factors, the competitive positions of BSHK will also be discussed. 
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	Favorable image/reputation with buyers: The perceived image usually has a greater impact than the actual product functionality or quality on purchasing decisions. 
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	Breadth of product line and product selection: People have the intension to buy cosmetic products under the same brand due to the compatibility factor. If the product line and selection is wide enough, the customers will be more willing to stick to the brands.
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	Product accessibility: It is important to many consumable products (or called FMCG), like cosmetics.  


Competitive Position of BSHK
Favorable image/reputation with buyers

(+) BSHK has a well-established image of environmental friendliness, which matches well with its products where natural ingredients are emphasized. This image is highly accepted by the public since people now tend to aware more on environmental health and prefer more to cosmetic products made of natural ingredients. Moreover, one strong edge of BSHK is that it gains many loyal customers. Moreover, the “natural” image of its products also projects a positive image on its product functionalities. 

(-) Perhaps restricted by its image, BSHK never uses celebrities in Hong Kong to promote its brands and products. However, this kind of advertising style is proven to be very effective on building brand and encouraging first trial in Hong Kong cosmetic market. Both H2O+ and Fancl, BSHK’s two main competitors, use pop singers to penetrate their brands to the young people’s market. 
 

Breath of Product Line & Selection
 

(+) Customers have a wide range of choice on BSHK’s skin care products, ranging from gel to powder and from face to the whole body. Besides skin care products, BSHK also sells color products and other accessories, though these kinds of products are not the emphases. With this wide product line, BSHK is able to cover many different target segments. 
 

(-) Although BSHK has new products from time to time, most of the products are in their mature or declining stage. BSHK should strengthen its product innovation capability to cater for the dynamic customer needs and react to competitors’ movement. 
Product Accessibility
 

(+) BSHK has more specialty shops than its major competitors, H2O+ and Fancl and its shops are located in many prime locations, such as large shopping malls and shoppings streets. 
 

(-) However, BSHK sells its product only through its specialty shops. The operating cost of specialty shops are high, compared with using distribution intermediaries, and the sales volume is restricted by the number of outlets operated. Many other brands, on the contrary, use other distribution channels, such as department stores, Watson’s or even supermarket, to widen their market coverage. This limited sales channel may put BSHK at risk of losing customers who find it inconvenient to make a purchase. *
PRINCIPLES OF MARKETING

MGMT202 – 001

	
	B-A0-0210-0 Laura Chiang

B-A0-0211-3 Angelina Chiu

B-A0-0301-5 Victor Si

B-A0-0351-3 Sesame Ho

B-A0-0466-3 Andrea Loi

B-A1-0349-2 Yuli Lai*
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