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1. Introduction
Vogel is currently a family business and is due to and registered as a C.C. (Closed Cooperation).

The company Vogel has been grounded in 2004. The company is currently a family business.

Vogel is a Cape Town based design and production company, specializing in furniture and home ware. The main products of the company are chairs, because this is the designer’s specialty. Vogel explores new and original applications for existing craft and technologies. Their uniqueness is based on originality of design and maintaining a high quality.


John Vogel is the designer and owner of the company. The whole range consists of his design. Vogel has its own production where his employees produce the products.

The work activities are producing and selling African design chairs and tables. Vogel is already active on the African market. They market and dispatch their products to retail outlets both locally and internationally. They also supply interior decorators, architects and contract procurement companies in the industry. The target group of Vogel are persons who are interested in exclusive, unique furniture. The products are limited editions and not used for standard production.
Because of the decreasing orders and the upcoming request of his products abroad, Vogel would like to see the opportunities and chances to start with export to Europe. 

I have chosen Germany, because it has one of the largest furniture markets of the world, and it is the biggest of Europe. Germany is often seen as the doorstep of the European market. Plus Vogel had a small preference for Germany. The Germans using a lot of wood in their interior design, this is also a reasons for the choose of Germany.

Therefore, the main question of this export plan is; what are the opportunities and chances for Vogel to start exporting to Germany and if there is a market, how to penetrate on this market.

The most important sub questions are:

· Who are the largest competitors and how do they characterize themselves?

· How does the Germany furniture market works

· Which legal and juridical requirements will Vogel have with exporting

· How has the website have to look like

· What are the differences in the business culture

· What will the export cost/ realize

· What are the different entry strategies and which one is the most suitable for Vogel

 I did a mainly desk research and the export plan will mainly exist of qualitative research data. 

Firstly, I looked to the internal facts and figures of Vogel described in an internal analysis.

Secondly I have looked to the external facts and figures of Vogel described in the external analysis and trade analysis. I did a research to see what the competition will be in Germany followed by a competitor strategy. After that you can read the marketing mix and the distribution analysis for the products of Vogel.

Next to is you can see the SWOT-analysis followed by the confrontation matrix and the written result of the matrix. By the strategic options you can see the used Porter and Ansoff models.

Moreover you can also find a transport and logistics -, juridical (an legal)-, and cultural analysis for Germany. I also made a risk and feasibility analysis and a time table and action plan.

This export plan ends with the overall conclusions and recommendations for Vogel.

2.Executive summary
The main focus of this report is to answer the main question: what are the opportunities and chances for Vogel to start exporting to Germany and if there is a market, how to penetrate on this market.
After a small country selection, we have chosen Germany as a potential start (together with France) with entering the European market. Before the international crisis, Germany is one of the most stable economies in the world. The German furniture style is similar to the products that Vogel produces. Germany has also one of the largest number of fairs and exhibitions, which is a good way of promoting the products of Vogel. Germany is a central country within Europe and its fairs attract a lot of foreign businesses as well. Plus, the German market was the largest EU market for domestic furniture and was valued at € 18,620 million in 2007.
Although Germany is a potential market for Vogel, there is a lot of competition, on the German market, you will find a list with the main players at the competitor analysis.

Therefore Vogel should:

· Handle a lower price than his most important competitors.

·  Vogel should remain his top-end market position. 

· Point out the his USP’s, his products are unique, timeless, of good quality etc. 

· He should mention which awards he won and in which (world famous) magazines he had an article. 
Because of the competition, Vogel should make use of the focus/ segmentation strategy. Vogel is situated in an open market. New business can enter easily. This means that Vogel can easily enter the German market, but this also counts for the competition. The competition can arise because of this. You can see this strategy by strategic options
With entering the German market, Vogel uses the market development strategy. This means that they are entering a new market with an existing product. You can find the product-market combination and the market development strategy by the strategic options.
Although the German/ European market is easy to enter. Vogel still needs some help with entering this market. This because of the lack of knowledge in the German business culture and the inexperience with exporting. They need some business or person who can help them with entering the German market. They could think of a commercial agent. For a full analysis of entry strategy I refer to the entry possibilities and entry strategy.
Vogel has shown a vast improvement in performance from 2008 to 2009, you can find the financial analysis in the internal analysis and the balance sheets in the appendix. This has mainly due to increased sales and a better gross profit margin.  In 2008 they invested a lot in labour costs; they hired new employees and worked overtime. The capital owned has improved dramatically as well as the profitability. The company has great potential for further growth with the right investment.

Nevertheless, this does not mean that Vogel is ready for a major investment in export. 
It is extremely hard to start with export the last years. Since 2007, we are living in a world with a financial crisis. Important companies went bankrupted and small companies hardly survive. The trust in the financial world is gone. This means that banks and other financial investors are extremely careful with giving loans, mortgages and investments.

Vogel still has not reached the end of the South-African market yet. I think there are much more opportunities on the home market, than they have reached on this moment. 

At the moment that the end of the South-African market is reached and they cannot grow any further on the home market, they should think about expending their products to Namibia and Mozambique. Those markets are much more similar to the South-African market than Germany is. It is closer, so the (financial) risk will be lower and it is just easier to start with. Plus they will get more experience with handling customers from another countries, which will make it easier to export to other countries. When the end of those markets are reached, they could consider to go to Germany.

3.Problem definition and methodology 
Description of the problems

· Three main problems:

1. How does the company get more brand awareness in the market?

2. Which kind of sales strategy can Vogel develop to attract more customers? (The point of sale is not updated or complete)

3. How can the company can increase their marketing drive to compensate for the global financial climate?
Those question leads to one of the main questions of this report: what are the opportunities and chances for Vogel to start exporting to Germany and if there is a market, how to penetrate on this market?
· Sub questions:

1. What are the characteristics of the target groups? 

2. What are the major competitors and what are their specialties? (direct and indirect)

3. What will the budget be to finance the new plans?

4. How does the European exclusive furniture market compare?

5. How can we fill in the marketing mix? (SWOT, competitors analysis)

6. How do we define a business strategy? (Business Life Cycle/Mission/Vision/Short-Medium-Long term strategy)
7. What will export costs?

8. What will be the best strategy to enter the new market?
9. What are the intercultural aspects for the chosen foreign countries?

10. What is the best way to update the website for customers and prospects?

11. How does the distribution network function?
To answer all these questions, I made different kind of analyses and I made use of the following models:
· SWOT-analysis
· Confrontation matrix


· DESTEP-model

· Ansoff-model

· Porter 5 forces –model
· Porter – generic strategy 
4. Mission, Vision and market definition
Mission:
“We strive to produce finest high quality, crafted, imaginative and original South-African furniture for bespoke interior trade and leading contemporary design retails stores, both locally and worldwide.”
Vision:

To produce furniture, which creates a connection between nature and people. Our business model is an example of circular metabolism, which we would like to see become a industry standard for sustainability. 
What business are we in?

Vogel provides the demand of unique, timeless African design furniture. They market and dispatch their products to the African market. They have clients in France, Canada and the United States.

They would like to grow a strong international market base focusing on their handcrafted range of products.
Abell model
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Technology:

· Producing of products that attract attention

· Doing business with high-principled clients 

· Developed high design skills

· Developed craft technology skills 

· Cooperation with Nature conservation forest tree

· The production process mainly consist of handcrafted work

· They make use of wood with character

· They work with high-grade materials

· Awarded in design excellence
Customers:

· Interior designers/decorators
· Hotel projects
· Distributors
· Wholesalers
· Specialized retailers
· Private individuals
· Boutique hotels (luxury hotels)
· Guesthouses
· Architects
Needs:

· House decoration

· Creation of a certain social status by means of their exclusive interior

· Unique and essentially African Style in their décor

· Design originality
· Products that look a bit different but they are very usable

· Handcrafted designs
· South African experience in their décor

· High value products 

· Timeless products

· Creativity

· Unique graphic industrial design

Products:

· Ngunia chair

· Flow cube chair

· Cube bench

· Nguni barstool

· Cube coffee table

· Flow cel lottoman

· Mantis lounger

You can see that Vogel is selling his product range to mainly interior designers, exclusive furniture shops, private customers and to (boutique) exclusive hotels. His position is on the top-end of the market.
5. Internal analysis
Biography 

John Vogel has a design background in architecture and graduated from the University of Port Elizabeth in 1990. During his study he started designing and making furniture and headed his first company. His expertise lies in design, production, marketing and general management.

Working with the pretext, that the state of our consciousness is proportional to the quality of our relationship with nature, the focus of his work is to create simple and imaginative pieces which create connections between people and the natural world.

His work is handcrafted and embodies a South African vernacular. It is also beautifully finished functional and timeless.

He designs, prototypes and manufactures in house, and his Cape Town workshop is equipped to supply quality products anywhere in the world.

His business model is circular in metabolism, tree planting is funded from products sold and in time more wood is being replaced than used. His work has been awarded with design excellence and some of his clients include B.M.W., Anglo Gold Ashanti, Sabi Sabi Game Lodge, Arabella Western Cape Hotel and Spa.

Terri Vogel graduated from Cape Town College with a diploma in interior decorating in 1994 and has worked in the industry on both a design and marketing level.

The organization
Vogel is currently a family business and is due to and registered as a C.C. (Closed Cooperation).

The company Vogel has been grounded in 2004. The company is currently a family business. They started with one permanent worker en some occasionally workers when needed. They rented a part of the building located in Tide Street, Woodstock. Currently, they expanded and rent the whole building. First the administration office was at home, now it is in the building. 

Vogel is a Cape Town based design and production company, specializing in furniture and home ware. The main products of the company are chairs, because this is the designer’s specialty. Vogel explores new and original applications for existing craft and technologies. Their uniqueness is based on originality of design and maintaining a high quality.


John Vogel is the designer and owner of the company. The whole range consists of his design. Vogel has its own production where his employees produce the products.

The work activities are producing and selling African design chairs and tables. Vogel is already active on the African market and they export already to Canada, Austria and France. They work mainly with three different African woods, glass and weaving cord.

They market and dispatch their products to retail outlets both locally and internationally. They also supply interior decorators, architects and contract procurement companies in the industry. The target group of Vogel are persons who are interested in exclusive, unique furniture. The products are limited editions and not used for standard production.

Innovation

Vogel has at the moment one establishment with his own production and office. John makes constantly new designs that are demanded on the fast growing handcrafted market local and worldwide. John also uses his technology to design products for specific demands of customers. For example furniture that fits in particularly interiors.   

Production

Production process and capacity:

Vogel produces no stock; they produce after placements of orders. The production department produces four chairs a day, twenty a week. Inclusive weaving they produce two chairs a day. The coffee table can be produced within three days, dependent of the glass company delivery. The workers don not work whole days, this can be step up. When they produce a higher amount the production circle goes faster. 

The production circle is as following:
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There is no standard mechanical production line, because the products are limited edition. For this reason the production is flexible. The attitude toward work of the employees is very high. This because John is very involved into the production and he trains their working skills. The means of production are simple machinery but mainly handcrafted and hand weaving work. 

Order flow:
Due to the international economical crisis, the orders of Vogel dropped with 50 per cent. 

In the last month (May-June 2009), suddenly the orders came back in again and they are of a bigger amount. A lot of prospects came in and they also had some orders of existing customers.

The general expectation is that the orders of Vogel will grow. This mainly has to do with the new website that was launched and the marketing activities from Vogel. Also, some furniture magazines offered/asked Vogel to write an article about John Vogel and interview him.

Normally, the winter season is really quiet (notice that the winter season is from February till August in South-Africa). Especially the Western Cape Province (Cape Town) is very seasonal. The high season of Vogel, when the most orders come in starts at the end of August and ends in January. 

Before the end of the year and people go away for the Christmas break, people like to finish their work and all the (summer)houses has to be done with decorating.

Efficiency

The flexibility of the company is good. They can change quickly between the industrial processes. Vogel has mainly little and some big orders. This because the products are not standard, they are original and limited. The production line is not mechanized.

The attitude and motivation of the personnel is very good. The atmosphere is good and they are having fun at their jobs.
 The reason for this is that the workers are involved into the production and John trains their working skills. Most of the employees did not finished education. Through their work they developed working skills and get good work experience.

The efficiency of the production could be better. Vogel is dependent of his supplier ‘Rarewoods’. This company copies some of the components of the chairs. This company has besides its customer Vogel a lot of other big customers who places big amounts of orders for standard products. This is easier for them to make. It would be better for Vogel if they purchase that kind of machine ‘Rarewoords’ uses. 

The workshop of Vogel has a big area where the production and marketing/administration departments are. There is enough space to supply stocks in future. They do not have a showroom but on the administration and marketing department they have displayed some products.
International business skills 

Vogel is already experienced with export all over the world.

Vogel has some contacts on the European market for example in Austria (Habari – www.habari.at) and in France (www.bozea.com), and Vogel had some private customers in The Netherlands and Sweden. He also cooperates with Swalaline, which is a Spanish marketing company which promoted Vogel on exhibitions. Although there are contacts, this does not mean that there are well know with the market. They are not familiar with the different cultures and languages in Europe. The major advantage that they have is that their mother tongue English is. 

Vogel competes regarding to internationalisation and is experienced enough in his business skills to sell abroad. 

Vogel has to be aware that the France business/social culture is different than the South-African culture. More details of this can be found in this export policy.  
The Business Life Cycle
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Vogel is into the Growth phase/period. They started up their business and it is getting to grow (national and abroad). Because of the international recession, the production of Vogel declined a bit but the forecasts are positive.
Organization structure:

An organization structure is build of three sub structures:

· A function structure

· A personnel structure

· Organic structure

Function structure:

The company Vogel has a horizontal organisation structure. This consists of two departments, namely the administration/marketing department and the production department.

On the administration and marketing department Terri is managing sales, marketing and administration. The day-to-day sales and orders will be captured by Terri on their Quick Books program. However John has the final responsibility in case of decisions.

On the production department John is responsible for product development and production. The employees of the production department are trained and have developed skills. John trained these employees. Vogel provides the opportunity for skills development for many unemployed company. It is their dream to build self esteem and an avenue for economic empowerment for those who have talent and the will to create with their hands.

The production department consists of six employees:

· Two weavers (Valencia + Enthia)

· One mechanic, skilled worker (Redwaan)

· One joiner assembly/ Floor manager (Sean)

· Two general/finisher, skilled worker (Tandi + Ollie)

The joiner assembly Sean is the floor manager on the production department. When John is not around he is responsible for the daily work. The final decision is always made by John. He designs the products and makes the samples in the first place. After this he shows his employees on the production floor how to produce it in different parts. 

South Africa's unit labour costs are lower than those of other key emerging markets. The unit labour costs of Vogel are also low; the employees have an average labour salary of R25 an hour.
Personnel structure:
In total there are eight people active at Vogel. These are divided into different functions and departments. In the organization chart below you will see the personnel complement.

Organic structure:
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Goals:
Vogel distinguishes itself from other products through its quality of design. Vogel products are aimed at the top end of the furniture design market. Vogel products fulfil a growing demand for regionally designed and crafted quality products which are unique in character. We are at the primary stage of launching our brand awareness and we seek to grow this local and worldwide.

Short-term goals

In order to survive the financial crisis, Vogel wants to bring up his order to normal. The orders dropped last year with more than 50 per cent.  The orders should be coming in soon, otherwise they can become bankrupt. Vogel would like to expand his brand awareness through marketing activities. They have a client list, but it needs to be updated. They also would start with sending a direct mail. 
Long-term goals
In terms of 5 year. Vogel would like to see that his company is a professional well running stable business. His brand awareness over South-Africa is high and his order flow is stable. Due to a stable order flow, he is financial stable and able to grow. He is able to do what he likes most: designing and making furniture. He is able to design new products and work on de workshop with his employees. Therefore, his wife and his administration personnel is running the administration, marketing/export and financial part of the business. This means that he has to expand and hire new employees for his business.
Line of products

The products

The range of products that Vogel produces is African design furniture, designed by John Vogel himself.  The products are handmade furniture:

· Tables

· Benches

· Chairs

· Loungers 

Vogel is specialized in designing and producing chairs. The main timbers that Vogel uses are Kiaat, African Walnut and White Wenge. 

What are the strengths and weaknesses of the products?

The uniqueness of the product is one of the major strengths of Vogel. All chairs and other furniture are hand-woven. The furniture is of high quality for a relative low price.  Vogel has no massive production line, every piece of furniture is unique and timeless. 

This unique character can also be a weakness, because of the fact that the products, designed by Vogel, have no standard quality. Vogel does not like to have a massive production line, the products have to stay unique and a limited edition. Besides this, no one accept for John Vogel (and some skilled workers) knows how to produce the furniture. This means that he has to be around when the furniture has been made.  

Which characteristics of the product plays an essential role in the decision making process? 

The products are mostly handmade and in (South)-African style. The customers demand an original and essentially South African experience in their décor. Also the uniqueness plays an important role in the decision making process. 

Core product

The core function of the products is to decorate your interior. The furniture can be used as well. The chairs and lounger are use to sit/lie on. The tables can be used for putting things on. 

Actual product

The furniture is mostly hand crafted in South-African design. The products are unique and original. The furniture is nature based, which means that they are made of wood and mostly other nature basic materials (like cotton and glass.). The shape of the furniture is mostly round, sometimes squared. The colours that are used are: olive green, litchen lime, granite grey, steel blue, oak, cuckoo brown and dark brown. The products are high value products. 

Augmented product

At this company the customers have a personal contact with the designer. The products are custom made and there is no minimum in purchases. Besides this Vogel designs, prototypes and develops products for several projects, for example a game lodge. In the nearby future Vogel wants to cooperate with the organization ‘Nature conservation forest tree’. At this project trees will be planted for the benefit of wood for producing the furniture. This can be a unique selling point for Vogel in the future to mark his branding. 
Unique Selling Points

Definition: The factor or consideration presented by a seller as the reason that one product or service is different from and better than that of the competition.
· Vogel operates on the top end market with its furniture

· Vogel has a strong reputation and knows its competitors very well 

· Clients can order customer demanded products

· Designer John Vogel has good design skills (awarded in design excellence) 
· Vogel has a good customer orientation/ customer service

· The products are handcrafted and embodies a South African vernacular

· The products are timeless and not according to the latest trends
· The materials that he is using for his products are high quality materials

· The products are unique and very original
Distribution structure

1. Delivery of the wood by suppliers Rarewoods

                         ↓
2. Pre production and delivery by supplier ‘Moorges’ 

 
           ↓
3.  Main production and manufacturing

                         ↓[image: image1.png]Voief




4.  (Wholesalers, shops, decorators, retailers, luxury boutiques, guesthouses)/ export or transport     company

                         ↓
5.  Final customers

Vogel manufactures his products on request. A customer (or wholesaler and similar) places an order.
 Vogel is dependent of his supplier called ‘Rarewoods’.  Designer John makes one example of an ottoman (this is one of the legs of the products) and delivers this at company ‘Rarewoods’. This company has a special copy machine which copies the special shapes of the products. 

After this delivery Vogel craft and manufactures the products further and delivers them at the customer. Vogel delivers his products at the customers in the area of Cape Town. 

In case of export or big distances within South Africa, Vogel delivers the items at the export or transport company which will ship the products. Vogel makes use of an exporter (like Kuehne Nagel, Atlantic Forwarding and SACargo) which arrange everything. A deposit of 50% is paid before the product go on the ship. Normally, John Vogel arranges with his foreign customer that they will pick up or arrange the transport in their own country. 

When Vogel has a customer within South-Africa which is located to far to deliver the products himself, Vogel makes use of Grindrod  which is also an international transport company and is specialized in transporting furniture. Vogel has special price arrangement with this company It goes the same with international customers. A 50 percent deposit has to be paid before the products go into the truck. 

The way of distribution that Vogel uses now, is the most profitable for him. For example to deliver from door-to-door with a courier is cost from Cape Town to Johannesburg R1200. But when Vogel delivers his products to a Cargo company/department is only costs him R270 because he has good price arrangement with the Cargo companies. 
Financial analysis

Day to day financial management will be carried out by John and Terri. Accounting management will be done by ‘Shrand and Eckermans Accountants’.

A financial ratio analysis is essential to determine if Vogel is able to enter the selected foreign markets. This analysis concerns the following main numbers:

Liquidity

Current Ratio

( An indication of a company's ability to meet short-term debt obligations; the higher the ratio, the more liquid the company is.

Formula:  Current assets=

R192,703=
6,3: 1

    Current liabilities 

R30,550=

Explanation result: A good current ratio is 2:1. Based on the figures of 2009 company Vogel is in a very good position to pay their short-term debt obligations. Vogel do not have stock in their workshop. This currently does not present a problem to their current ratio. They produce on request. In the future when their cash flow is higher, they would like to have stock in their workshop. This will help to further improve the current ratio. 

Quick Ratio

( An indication of a company's ability to meet short-term debt obligations with quick assets (cash + current debtors).

Formula:  Cash + Accounts Receivable=

R109,670 +R 83,033=
6,3 : 1

Current liabilities
          
          R30,550

Explanation result: A good current ratio is 1:1. Based on the figures of 2009 company Vogel is in a very good position to pay their short-term debt obligations even without stock.
Cash Flow

This formula is not applicable on the Company Vogel because they do not have long loan capital. They rent their workshop building and they do not have a long term loan. 

Net work capital

( Working capital measures how much in liquid assets a company has available to build its business. The number can be positive or negative, depending on how much debt the company is carrying. In general, companies that have a lot of working capital will be more successful since they can expand and improve their operations. 

Formula: Current assets – Short debt capital = R192,703 – R30,550 = R162,153
Explanation result: Vogel has a positive result. This means that they have plenty of funds for growth. They are able to expand their company at the moment. 

Solvency

( is the ability of a business to have enough assets to cover its liabilities. Solvency is often confused with liquidity, but it is not the same thing.

Debt Ratio

( To what extent the total assets is financed by borrowed funds.

Formula: Total liabilities =

R30,550 =   0,134
                 Total equity and liabilities   
R227,787

Explanation result: The norm value is 0,75. This means that the loan capital is allowed to be three quarter of the total capital. If this is less, then there is space to attract more loan capital. In this case Vogel has a result of 0,134, which effectively means that Vogel has financial security to borrow for expansion.  

Solvency ratio

( One of many ratios used to measure a company’s ability to meet long-term obligations. The solvency ratio measures the size of a company’s after-tax income, excluding non-cash depreciation expenses, as compared to the firm’s total debt obligations. It provides a measurement of how likely a company will be to continue meeting its debt obligations. 
Formula: After tax net profit + depreciation= 

R521,778 + 11,074 x100=  1744.2%
                  Long term liabilities + short term liabilities
      R30,550

Explanation result: A solvency ratio of 20% is considered financially healthy. At 1744.2% Vogel had an exceptional year. The profit is significantly greater than 2008 because of a change to premium products at virtually similar raw material costs. 

Profitability

Profitability own capital

( To what extend the company is profitable. It shows the percentage profit return on the owner’s equity in the financial year.

Formula profitability before tax: Net profit before tax  x 100%=
521,778 x 100 =  264.54%
                                            Own capital                                 197,237

Formula profitability after tax: Net profit after tax  x 100%=
521,778 x 100%= 264.54%
                                                        Own capital                                    197,237

NB: No tax is shown on the income statement.

Explanation result:

A good profitability measure is any percentage above local banks investments rates. 264% is a very good performance and is due to the significantly higher profit in 2009 compared to 2008. 

Profitability total capital

( Shows profitable of the average total capital before deduction of the tax.

Formula: profit before interest and tax  x100%= 
R528,507                          x 100= 786.06%

                  Average total capital



(197,237+ -62,767) / 2

Explanation result:

A good profitability measure is any percentage above local banks investments rates. 786.06% is a very good performance and is due to the significantly higher profit in 2009 compared to 2008.
· General conclusion:

Vogel has shown a vast improvement in performance from 2008 to 2009 mainly due to increased sales and a better gross profit margin.  In 2008 they invested a lot in labour costs; they hired new employees and worked overtime. The capital owned has improved dramatically as well as the profitability. The company has great potential for  further growth with the right investment. 

For an complete overview of the balance sheets of Vogel I would like to refer to the enclosed appendixes.

Marketing mix

Product

The furniture of Vogel has high quality. Every piece of furniture is unique and original. The products are mostly handcrafted. The furniture is in South-African style and customer demanded. His product line consists of seven products, which are tables and chairs. The products contain different woods and cotton cords, which the customer can choose. You can find the product range its prices in the added appendixes. 

The range of products that Vogel produces is African design furniture, designed by John Vogel himself.  The products are handmade furniture:

· Tables

· Side tables

· Chairs

· Soft furnishings 

Vogel is specialized in designing and producing chairs. The main timbers that Vogel uses are Kiaat, African Walnut and White Wenge.

Price

The products are priced for sale in the top of the end market. Although the products have high quality and mostly handcrafted, they still have a good price. The products of Vogel are priced for sale in the top end of the market. Vogel pricing is appropriate to high value added products and fits comfortably within existing local ballpark prices. The prices of the product of Vogel are between R2973.12 and R19283.10.  In the appendixes you will find the current pricelist of the products. Vogel ask his customers a 50% deposit of the total amount price. 

Promotion

Exhibitions

To promote the products of Vogel, they show their products on exhibitions. They took part at the Design Indaba Exhibition and the Southern Gild exhibition in Cape Town. The Design Indaba is a national exhibition and the Southern Gild a global exhibition. In the past, the company worked together with a company named ‘Swalaline’ from Spain. They represented Vogel on the exhibitions. 
Website

Another way of promoting products is through the internet. Recently, Vogel launched a new website and it is becoming a huge success. Through internet, interested customers can easily search trough the products and get more information about the products, such as pricelists, sizes, materials and detailed information and news about the company. There will be a possibility for customers to put an order online on the website.

Advertisements

In the past Vogel never advertised in Magazines. Nowadays, three magazines approached Vogel to put professional pictures of their products in their magazine, to make it more attractive. Vogel is also asked to give some interviews for articles about his designs. An example of a magazine is ELLE decoration SA.

A new client/ contact list will be created, so they can easily inform potential customers about new products. 
Place/location

Vogel manufacture, produce and sells his product all on the same place. Vogel sells directly from its workshop. It has not really a showroom. Customers can see prototypes of the furniture in the workshop or see pictures from the new build website. To attract new customers, Vogel shows his products on exhibitions.
6.External analysis
Buyer’s analysis

Market segmentation 

There are a number of ways in which the furniture market can be segmented. Before looking more closely at the most common method, which is by furniture type or furniture usage, it is also worth looking at two other ways of viewing the market: 

• Segmentation by style: 

Germany is a large country, and many regional styles still exist in different parts of the country. There is a wide range of different furniture designs on the market. According to a study on living room trends by market research specialist Titze in 2007/8, modern or contemporary furniture was the most popular style when making a buying decision, preferred by 71% of consumers. Traditional styles were still popular with 44% of consumers, while 21% of consumers preferred highly designed furniture. The country or colonial style was mentioned by 12% of consumers, while natural or romantic designs were most important for 9% of consumers. 

• Segmentation by age:

Gfk’s Furniture Panel provides further segmentation information on age in relation to the different types of furniture that most interest different age segments: 
• Segmentation by room 
This is the most commonly used means of segmenting the market. It is used widely in the trade, partly because furniture retailers tend to present furniture ranges in the context of where they will be used by building ‘room sets’ so that consumers will more easily visualise how the item of furniture will appear. 

Comfortable upholstered seating has traditionally been a very important part of a German home and most homes are furnished accordingly. Although the styles of upholstered seating

have been changing, these items still remain very important. Germans also tend to spend relatively more on their kitchens than many other EU countries. They tend to be quite hi-tech and fitted with the latest gadgets. 

In terms of value, each segment is valued according to percentages outlined in Figure 1.1, based on the total market size described in Table 1.1. Hence, upholstered seating was valued at € 5,214 million; dining and living room furniture was € 4,282 million; kitchen furniture was € 4,282 million; bedroom furniture was € 2,793 million and other furniture was € 2,048 million.
The reason that (final) customers or distributors will buy the furniture is to decorate. To have an exclusive decorated South-African style interior. A shop retailer/ distributor will buy the furniture to have a wider assortment of exclusive furniture. The furniture of Vogel will definitely add some good to one’s assortment. 
German Furniture market
After a small country selection, we have chosen Germany as a potential start (together with France) with entering the European market. Before the international crisis, Germany is one of the most stable economies in the world. The German furniture style is similar to the products that Vogel produces. Germany has also one of the largest number of fairs and exhibitions, which is a good way of promoting the products of Vogel. Germany is a central country within Europe and its fairs attract a lot of foreign businesses as well. Germany is close to Austria en Switzerland, which are also good potential countries for Vogel. They mainly make use of wooden furniture. We have to bear in mind that some fact below are before the economical crises and can be lower/ more negative at the moment.
Total market size

The German market was the largest EU market for domestic furniture and was valued at 

€ 18,620 million in 2007. This represented a 2.9% decrease over 2006 and an average annual decrease of 0.2% since 2003. Germany was the only EU country that did not register sales growth over the period, due primarily to a very poor year in 2007. The German market was 35% larger than the next country, Italy. Per capita consumption of € 226 is well ahead of the EU27 average of € 165. After a period of slow but gradual growth since 2003, the market decreased in 2007, indicating the return of uncertainty and lack of confidence by German consumers. As a consequence, and in addition to the wider economic difficulties, it is unlikely that the German furniture market will return to growth before 2010.

Table 1.1 Consumption of domestic furniture Germany, 2003-2007, € million 
	2003 
	2004 
	2005 
	2006 
	2007 
	Average 
ann. % change 
	Population 
(million) 
	per capita 
in € 
	Occupants per h/h 
	Households 
(thousand) 

	18,750 
	18,938 
	18,836 
	19,156 
	18,620 
	-0.2 
	82.3 
	226 
	2.2 
	39,122 


After a period of slow but gradual growth since 2003, the market decreased in 2007, indicating the return of uncertainty and lack of confidence by German consumers. As a consequence, and in addition to the wider economic difficulties, it is unlikely that the German furniture market will return to growth before 2010.
Price continues to be the most important determinant for buying furniture, although a recent study by market research specialist Holzmann-Verlag suggests that consumers are returning to quality. This particularly applies to the over-50 consumer group. Kitchens in particular are bought on the basis of quality, and brand names are very important. 

Owner occupation in Germany is lower than the EU average, suggesting replacement rates for major furniture purchases are lower than elsewhere. However, per capita consumption of furniture in Germany remains high despite the continual focus on price. This suggests that volume purchases of furniture are high. 7% of all German disposable income is spent on the home.

Production

Total production 
The value of domestic furniture production in Germany was € 14,636 million in 2007, representing an average annual increase of just 0.5% since 2003. However, this increase 

was almost 5% in 2007, indicating that German furniture production is catching up its position 

within the EU, despite the significant competitive pressures from lower-priced imports. Germany was the second largest producer in the EU after Italy. These two countries accounted for almost 40% of all EU domestic furniture production between them. 

Table 1.3 Production of domestic furniture in Germany, 2003-2007, € million 
	2003 
	2004 
	2005 
	2006 
	2007 
	Average 
ann.% change 
	Number of companies 
2005 
	Number of employees 
2005 

	14,358 
	13,001 
	13,052 
	13,940 
	14,636 
	0.5 
	4,500 
	100,000 


The German industry continues to employ a significant number of people despite technological developments and contractions to make the industry more competitive. Production is located primarily in three areas (North Rhine-Westphalia, Bavaria and Baden-Württemburg). The industry faces many challenges ahead, particularly as some of its key export markets are experiencing economic difficulties. 

According to Eurostat, kitchen furniture was the largest segment of German domestic furniture production, representing a 35% share, valued at € 5,122 million, followed by furniture parts 

(€ 3,805 million or 26%); bedroom furniture (€ 2,195 million or 15%); other furniture 

(€ 1,902 million or 13%); dining and living room furniture (€ 1,317 million or 9%); non-upholstered furniture (€ 250 million or 2%) and rattan furniture (€ 140 million or 1%). 

In terms of changing trends, kitchen furniture production and furniture parts have seen the greatest increases in share. Eurostat does not provide information on upholstered seating, but this represented approximately 9% of production in 2005. 

The increase in production experienced in 2007 is not expected to continue into 2008. Further reductions in unit labour costs are required and further much-needed investments are required before future growth in the industry can be confidently predicted.
Trends in production 
The industry has been forced to be more flexible towards the higher material costs and the increased power of the large retailers by e.g. supplying a particular chair instead of a whole dining set or by fast delivery. Some manufacturers are becoming more involved in retailing in order to keep greater control over the final price at which their products are sold. 

There is a trend to increased exports of components, which are assembled abroad in eastern EU countries or in Asia. Many manufacturers have already relocated production overseas. Greater emphasis is being placed on design, quality control and finishing.

While outsourcing is now an important part of the industry, with much furniture imported from eastern EU countries and other parts of the world, high quality standards are being enforced from the centre. These standards are also required to be met by the outsourced partners. Much work is being done in product standardisation, especially for safety in use. 

There has been an increase in products using lighter hardwoods and a decline in products using tropical hardwoods. This has been driven by environmental pressures, as well as by consumer demand.

Imports and Exports
Total imports 
In 2007, Germany imported domestic furniture valued at € 7.21 billion, or 2,480 thousand tonnes. This accounted for 20% of all EU imports by value, or 19% by volume. This represented an average annual increase in value of 2% since 2003 from € 6.67 billion (2.8% in volume from 2,223 thousand tonnes). Germany was the largest importer of domestic furniture by value and volume. In volume terms, their imports were close to the UK. 

This growth in imports contrasted with a 9.2% increase in exports (9.5% increase in volume). Import values are 12% bigger than export values and 46% bigger than export volumes. After falling earlier this decade, production value in Germany has been gradually increasing, and re-exporting is not a major factor. At the same time, the consumer market has been showing an annual increase over the period. 

Around 22% of German imports by value (€ 1.58 billion) came from developing countries and 24% (587 thousand tonnes) by volume. Poland was the largest supplier (23% of total value imports and 27% of total volume imports), with supplies valued at € 1.67 billion or 672 thousand tonnes. The next largest supplier was Italy (9.7% of total value imports and 10% 

of total volume imports), with supplies valued at € 699 million or 248 thousand tonnes). The next two largest suppliers to Germany were China and the Czech Republic. China had supplies valued at € 649 million, or 314 thousand tonnes (9% of value and 13% of volume). The Czech Republic had supplies valued at € 504 million, or 78 thousand tonnes (7% of value and 3.1% of volume). 

The share of supplies by developing countries was up from 15% in value (€ 994 million) in 2003, and up from 14% in volume terms (from 305 thousand tonnes). Supplies from China, the leading developing country supplier have increased by an annual average of 24% (21% by volume) over the period from € 278 million (146 thousand tonnes), while South Africa’s supplies have decreased by 2.9% per annum by value and 3.7% by volume. Supplies from Denmark were down in value and volume. Meanwhile, supplies from Austria and Switzerland were broadly unchanged, while supplies from Vietnam in particular and Turkey were up in both value and volume. 

Total exports 
In 2007, Germany exported domestic furniture valued at € 6.45 billion, or 1,698 thousand tonnes. This represented an increase in value of 9.2%, and an average annual increase of 9.5% in volume since 2003. 

In 2007, Germany was the second largest exporter by value, after Italy, but the third largest by volume, also after Poland, which was the leading volume exporter. It was well behind Italy in value, but Poland is closing. It was close to Italy in volume. 75% of German exports by value were intra-EU (82% by volume), the majority of which went to the Netherlands, France, Austria and Switzerland. 

In terms of product groups, furniture parts accounted for 32% by value (€ 2.06 billion or 429 thousand tonnes), down from 34% in 2003. The main destinations were France, the UK, the Czech Republic, Slovakia and Poland. The next largest group of exports was kitchen furniture, which accounted for 21% of all exports (€ 1.38 billion or 317 thousand tonnes), up from 17% in 2003. The Netherlands and France were the main destinations. 

Other furniture represented 19% of all exports (€ 1,257 million). This was up from 17% 

in 2003. France, Austria, Switzerland and the Netherlands were the main destinations. Upholstered seating was the next largest product group of exports at 8.9% (€ 575 million). 

The remaining groups of exports were as follows: bedroom furniture (€ 523 million), 

dining/living room furniture (€ 360 million), non-upholstered seating (€ 250 million) then rattan furniture (€ 55 million).

Market trends 

Trends within the tables and chairs segment are strongly influenced by trends in other home furnishings and lifestyle sectors. The kitchen, dining and living room areas are increasingly flowing and merging into each other without any form of partitioning. Hence dining furniture suppliers no longer just take account of aesthetic innovations in kitchen furniture, they also need to see what is happening in living rooms. 

The living room has become an entertainment space, due to developments in technology and communications. A multimedia centre is at the heart of the modern living room. Flat screens and Dolby surround speakers are integrated into wall units. Just 10% of households owned a flat screen TV in 2004, but that had increased to 68% by 2007. Upholstered sofas are now multi-functional, with armrests, adjustable backrests, rotating section for a drink, comfortable rest from which to use a laptop. 

Rooms are increasingly characterised by their lightness, with heavy cupboards being replaced by individual elements tuned to the individual requirements of the homeowner. Changing trends in the bedroom also have implications for furniture. The quality of a mattress has always been important, but now consumers are asking for individually made beds – longer or wider, and other additional conveniences such as built-in reading lights, integrated side tables. Wardrobes now have built-in lights, illuminated clothes rods, pull out shelves. The overall theme is well-being. 

White upholstered furniture is still popular, as it makes a room feel bigger and less cluttered. In Germany there has also been a return to the design styles of the 1980s, including chrome with black furniture. Organic shapes, ultra thin tabletops and LED lighting are just some other current trends that are popular.

Design market

Currently design belongs to the most successful sub sector within the creative industry. In Germany they distinguishes the following disciplines:

· Product design: industrial design, textile, furniture, jewel
· Visual communication: graphic, photograph and games design
· Spatial design: interior, gardens, landscape
Market size

The design market is increasing. This becomes clear when you see the positive development in the turnovers of the design offices and from the constantly growing number of design offices, which is valued on 39,000 in 2006, a fiftieth of the whole creative sector. The design market showed a growth from almost 12 percent, before the economical crisis. In total, approximately 120,000 persons are working in the design market, three-quarter of them works in the visual communication. The sector exist mainly from small offices with less than ten employees. 
Market developments, trend and chances

The disciplines with the largest economical potential are product design and visual communication. On the German market, stylist have to deal with on one side a positive market development, but on the other side also with a economical crisis situation. Product design becomes more international. In the field of product design, there is a lot of competition from Italy, The United Kingdom and Scandinavia.

Almost one on the two consumers buy aware design-related product. And one is willing to buy more design products in the future. The percentage of consumers that will buy design products will strongly grow in the coming years, currently it is 47 percent. This has mainly to do with the fact that design product in de low-price segment will grow and become more accessible for the public.
The decorating branch and furniture branch is also seen as a potential market. 

Interior design trends
Traditional lifestyles are increasingly disintegrating under the influence of globalisation, the aging of society, and the desire for greater independence and individuality — in short, as a result of social change. This development is also evident in the home. People no longer just live at home; instead, home is the place where we can express our personality. Trend researchers call this development “homing”, a term that also refers to people’s tendency to seclude themselves within their own four walls where they feel cosy and comfortable. As a result, a new home-related market has arisen in recent years, and this market is set to develop further in the future. Home accessories, for example, have become more important, as they can quickly give home interiors a distinctive touch. What used to be our “home sweet home” will become a place for fulfilling individual needs and requirements. This new kind of habitat will be decorated in a very conscious way. But to do that, the sector needs lots of new products, ideas and services. 

In response to this situation, furniture manufacturers are continuously expanding their range of offerings. By providing an extremely diverse range of products, the companies are well-equipped to meet the demand for customized pieces of furniture that are almost unique items. Today’s sofa buyers can choose between various seating heights, hundreds of different cover fabrics, various wood and metal legs, and lots more. Not only is there now a growing number of different styles; design is becoming vastly more important. Besides furniture and cars, designers are now even creating small consumer items such as toothbrushes and bread knives. Today, consumers are demanding good individualised furniture more often than was the case in the past. In addition, the increasing importance of the home is also reflected in the large number of TV shows providing information for home-makers and on how to choose good furniture. 

Customers’ demands on new furniture are closely linked to their adaptable lifestyles. Whereas people used to buy built-in kitchens to last half a lifetime, they now prefer modular cabinets that can quickly be adapted to new requirements. And instead of a solid wall unit that remains stationary for 30 years, customers now request lightweight structures for the easy integration of flat-screen TVs. There is increased demand for furniture that is easy to transport, assemble and disassemble. And easy transport refers not only to moving to a new flat, but also to moving furniture about in the home, because people change, redesign and redecorate their home interiors more and more often. It therefore comes as no surprise that the portable beanbag is experiencing a comeback. Today it is taken to wherever the bearer wishes to sit down. Back in the 1970s, people owned beanbags because of their organically modern design and loud colours. Today, the focus is on their utility. 

This simple example shows that furniture should provide solutions and not only serve as products which people can use for sitting, lying down or storage. Today’s furniture is mostly multi-functional, as it fulfils two or even three needs. Shoe cupboards come with mirrors on the back, armchairs are equipped with a massage function, and sofas can be converted into beds when guests arrive. Not only does modern furniture need to be comfortable and attractive to look at; it also has to be functional and effective. 

The future can be bright for the furniture and interior design sector. The coming years will see tremendous growth in worldwide demand — and the need for furniture that enables consumers to make their dream homes a reality.
Distribution structure 

1. Delivery of the wood by suppliers Rarewoods

                         ↓
2. Pre production and delivery by supplier ‘Moorges’ 

 
           ↓
2. Main production and manufacturing in the workplace located in Woodstock Cape Town

                         ↓
3. (Wholesalers, shops, decorators, retailers, luxury boutiques, guesthouses)/ export or transport       company - 

                         ↓
4. Final customers

Vogel manufactures his products on request. A customer (or wholesaler and similar) places an order. Vogel is dependent of his supplier called ‘Rarewoods’.  Designer John makes one example of an ottoman (this is one of the legs of the products) and delivers this at company ‘Rarewoods’. This company has a special copy machine which copies the special shapes of the products. 

After this delivery Vogel craft and manufactures the products further and delivers them at the customer. Vogel delivers his products at the customers in the area of Cape Town. 

In case of export or big distances within South Africa, Vogel delivers the items at the export or transport company which will ship the products. Vogel makes use of an exporter (like Kuehne Nagel, Atlantic Forwarding and SACargo) which arrange everything.
A deposit of 50% is paid before the product go on the ship. Normally, John Vogel arrange with his foreign customer that they will pick up or arrange the transport in their own country. 

When Vogel has a customer within South-Africa which is located to far to deliver the products himself, Vogel makes use of Grindrod  which is also an international transport company and is specialized in transporting furniture. Vogel has special price arrangement with this company It goes the same with international customers. A 50 percent deposit has to be paid before the products go into the truck. 

The way of distribution that Vogel uses now, is the most profitable for him. For example to deliver from door-to-door with a courier is cost from Cape Town to Johannesburg R1200. But when Vogel delivers his products to a Cargo company/department is only costs him R270 because he has good price arrangement with the Cargo companies.  

Trade analysis

· MACRO- factors

DESTEP analysis Germany

As Europe's largest economy and second most populous nation (after Russia), Germany is a key member of the continent's economic, political, and defence organizations. European power struggles immersed Germany in two devastating World Wars in the first half of the 20th century and left the country occupied by the victorious Allied powers of the US, UK, France, and the Soviet Union in 1945. With the advent of the Cold War, two German states were formed in 1949: the western Federal Republic of Germany (FRG) and the eastern German Democratic Republic (GDR). The democratic FRG embedded itself in key Western economic and security organizations, the EC, which became the EU, and NATO, while the Communist GDR was on the front line of the Soviet-led Warsaw Pact. The decline of the USSR and the end of the Cold War allowed for German unification in 1990. Since then, Germany has expended considerable funds to bring Eastern productivity and wages up to Western standards. In January 1999, Germany and 10 other EU countries introduced a common European exchange currency, the euro.

Demographic factors

The Federal Republic of Germany had a surface of 357,022 sq km. The country lies in the middle of Central-Europe. Germany borders in the north to Denmark, in the east to Poland and the Czech Republic, in the south to Austria en Switzerland and in the west to France, Luxembourg, Belgium and the Netherlands. Approximately one third of the present German territory is formed by the former DDR. The capital of Germany is moved from Bonn to Berlin. Germany has 16 states (Baden-Wuerttemberg, Bayern (Bavaria), Berlin, Brandenburg, Bremen, Hamburg, Hessen, Mecklenburg-Vorpommern (Mecklenburg-Western Pomerania), Niedersachsen (Lower Saxony), Nordrhein-Westfalen (North Rhine-Westphalia), Rheinland-Pfalz (Rhineland-Palatinate), Saarland, Sachsen (Saxony), Sachsen-Anhalt (Saxony-Anhalt), Schleswig-Holstein, Thueringen (Thuringia); note - Bayern, Sachsen, and Thueringen refer to themselves as free states). Germany is a wide spread country with a lot of differences between the different states. To be succeeded on the German market, it is wise to select a few states rather than entering whole Germany.
Economical

The German economy - the fifth largest economy in the world in PPP terms and Europe's largest - began to contract in the second quarter of 2008 as the strong euro, high oil prices, tighter credit markets, and slowing growth abroad took their toll on Germany's export-dependent economy. At 1.7% in 2008, GDP growth is expected to be negative in 2009. Recent stimulus and lender relief efforts will make demands on Germany's federal budget and undercut plans to balance its budget by 2011. Strong growth in 2007 led unemployment in 2008 to fall below 8%, a new post-reunification low. This suggested the reforms launched by the former government of Chancellor Gerhard SCHOEDER, deemed necessary due to chronically high unemployment and low average growth, and had had the desired effect. The current government of Chancellor Angela MERKEL has initiated other reform measures, such as a gradual increase in the mandatory retirement age from 65 to 67 and measures to increase female participation in the labour market. Germany's aging population, combined with high chronic unemployment, has pushed social security outlays to a level exceeding contributions, but higher government revenues from the cyclical upturn in 2006-07 and a 3% rise in the value-added tax cut Germany's budget deficit to within the EU's 3% debt limit. The modernization and integration of the eastern German economy - where unemployment exceeds 30% in some municipalities - continues to be a costly long-term process, however, with annual transfers from west to east amounting to roughly $80 billion. While corporate restructuring and growing capital markets have set strong foundations to help Germany meet the longer-term challenges of European economic integration and globalization, Germany's export-oriented economy has proved a disadvantage in the context of weak global demand.
Normally spoken, Germany has a standard and reliable economy. With the economical crisis, the economy of German is getting more worse (the biggest economies had the suffer the most). This mainly has to do with the falling car industry.

Social factors

In general, German relations considered as being pleasant and very reliable trading partners. A detailed planning in a tight period of time characterises German businesses. With exporting goods you must pay attention to the fact that the German consumer finds quality very important, they always want to have the best quality. 

Germans are friendly and polite but behave distantly and formal. Threat your business relations with respect. Although in general, full first names are mentioned on business cards, you cannot call your German business partners by first names. In conversations you always start with Herr (Sir) or Frau (Madam) followed by the surname. When someone had a title like Doctor or Professor, you start with Herr Doctor.

Always leave your business card behind, also when the person with who you wanted to talk with is not around. Personal business affairs will not happen very quickly. German business people are reserved in making lunch/ dinner appointments and the will not tell a lot about their private life. The young generation is mostly a bit more informal.

Germans prefer to speak German, but it is no problem to have a conversation in English, especially when you come from a country overseas. 

When you have a meeting with German people, make sure you are on time. Germans are well known for their punctuality. In general, you German business partner will be well prepared in a business meeting. Germans like to negotiate. All factors have to been checked and they like hard figures and facts. 

German business people are dressed formal and neat. It is recommendable to wear formal clothes.

Technologies

Germany is characterized by a high quality technologic-economic infrastructure. The most important competences are at conceptualization techniques, minimal innovative surgery, optics, laser technologies. Below you can find some specific technologies of Germany.

Industry
Germany is one of world’s biggest and technologic highest developed producers of iron, steel, coals, cement, chemicals, machines, vehicles, machine parts, electronics, dietary products and textile products. 

Telephone system:

Germany has one of the world’s highest developed telecommunication systems. This because of the fact that Germany made a lot of capital investments since the reunification, the former old-time telephone system in the East modernized and integrated in the West.

Inland:

Germany takes advantage of an extensive system of automatic Telephone exchanges, connected through modern networks of glass fibres, coax cables, microwave and a own satellite system. Mobile telephone networks are wide spread national and international into many countries. 

Germany is one of the top industry and technological countries of the world. But there are not really important facts that Vogel has to know or that can threat Vogel. 
Ecological

De changes in climate and energy supply contribute that the concern of renewable / sustainable energy sources increases. Because of the international economical crisis, the renewable energy sector in Germany remained and will grow less. The financing of such projects is harder than the years before. The German policy stimulates the use of renewable/ sustainable energy sources.  Expectations say that the growth of renewable energy will grow in 2010. This factor could be import for Vogel because he makes wooden furniture. He has to make sure (and check regularly) that his wood is ecological en environmentally ok. 

Political/juridical factors 

Germany is a federal state, existing from sixteen states and a coordinating association government. At head of the country, de president stand. The president is elected by the association council and parliament for five years. The president signs new laws and has more a representative function. Since the first of July 2004 the function of president is fulfilled by Horst Köhler.

In Germany, three powers had been divided as followed:

Legislative: Association Council and Parliament

Executive: Association government and association chancellor

Judiciary: Federal constitution, Court of justice

The parliament is chosen by the German people once in the four years. The most important tasks of the parliament are the legislation, checking the government and choosing the associations’ chancellor. The parliament counts 614 members. All of those members have the right to introduce a new bill in Parliament.
The association chancellor composes the association government. The chancellor is President of the government and has been chosen the members of the cabinet as well. Moreover the chancellor dots the directives for the government policy from (Richtlinienkompetenz), as a result of which he has large power within the cabinet. At present, the government exists  from the so-called large coalition of CDU/CSU (Christian democrats) and SPD (social democrats) under the guidance of association chancellor Angela Merkel.
The highest judiciary power in Germany is the constitutional Court of Justice, the Bundesverfassungsgericht. This Court of Justice has been established since 1951 and has watched concerning the constitution. It exists from two senates of each eight judges. The judges of each senate are chosen for the half by the association Council and for the other half by the molar commission of the parliament. The Bundesverfassungsgericht take decisions concerning complaints concerning the interpretation of the constitution, dispute concerning the powers of constitutional and state agencies, concerning the agreement of constitutions of the states with the constitution of complete Germany and concerning raising a political party. Not only states can deposit a complaint at the Court of Justice, also individuals can do that. The pronouncement is binding for all state agencies, parties and persons.
Porter 5 forces

Michael Porter has developed a model, in which five competition forces and the value chain of a company get confronted. This results in a number of competition strategies.

The five competition strategies of the model are:

· Bargaining power of customers
· Threat of new entrants
· Threat of substitute products
· Bargaining power of suppliers
· Competitive rivalry within an industry



The threat of new entrants:

Vogel is situated in an open market. New business can enter easily. This means that Vogel can easily enter the German market, but this also counts for the competition. The competition can arise because of this. There are no major problems with exporting to Germany. I think a lot of business could get some subsidies from their government. 

Threat of substitute products:

The furniture that Vogel produces is timeless and not trend sensitive. Although there are different trends in furniture, but you can say that ‘colonial’ is a never ending trend. For this reason Vogel has not to worry about trends in furniture of substitute products.  

Bargaining power of suppliers:

Vogel has good contact with his suppliers in South-Africa. He is partly dependent on them, because his main material wood is delivered by them. This wood has to have good quality and so on. Vogel had never problems with bad quality of wood and/or the weaving cotton materials. Vogel has to put attention that the wood that he is using is legal. 

Bargaining power of customers:

Consumers are important for Vogel. A new brand and range of products can be attractive but Vogel has to work on his brand awareness, especially in the beginning of entering the German market.

With choosing the right suppliers, Vogel can be successful on the German market. To choose the right supplier, the USP’s of both should met.

Competitive rivalry within an industry:

Germany has the largest furniture market in Europe. Therefore it is no surprise that the competition is ruinous. The number of competition is high and the competition is diverse.  The industry will grow when the economy will be better. 

The two forces in this model are the competitive rivalry and the bargaining of the customers.

Because of this, Vogel can better start with a differentiation focus/strategy.

6. Competitor analyse
Germany has one of the largest furniture distributors in Europe. This means that there are a lot of competitors. I will discuss the most important players below. Still, we have to bear in mind that there are a lot of small designers like John Vogel who are known in the market but not traceable through the Internet and the contacts that we have.  I have selected the main players on the German market (which are indirect competitors) and the main competitors (direct competitors) in South-Africa which are also doing business in Germany/ European market. 
The main furniture manufacturers in Germany are: 

· Schieder Gruppe

Schieder Gruppe is the largest German furniture manufacturer of household furniture with sales of well over € 1 billion. It is also the largest furniture manufacturer in Europe (http://www.schieder.com).
It is  a whole different company than Vogel but they sell the same things; furniture. 
Schider Gruppe produces, manufactures and sells all kinds of furniture.

Opportunity/ threat for Vogel;
They are well know in the German market as well in the European market. They have a wide range of different products and different styles. They focussing on various market segments. 
Altough they are a well known market player in Germany they are not as exclusive and unique as Vogel is. Also, their furniture is not handcrafted. The price level is about the same as Vogel.

The difference is that Schieder Gruppe focuses on the whole market while Vogel focuses on smaller segments. 

· Huelstra

Hülsta started his company in 1940, there are more than 60 year active in the (German) furniture market. Hülsta is focused on persons who are at their middle ages which prefer a high quality standard. With their new production line now! they are focussing on the younger and more flexible people. Hülstra produces, manufactured and sells all kinds of furniture
Opportunities/ threats for Vogel

Hülstra focuses mainly on the same segments as Vogel. They have the same quality standards. Hülstra is well known on the German market an has a lot of sales; they are already successful on the German/European market.  

· Holzmobel

Holzmobel is a furniture manufactures which sells only furniture of wood. It distributed through the Internet with their webpage www.holzmobel.com. 
Opputunities/ Threats for Vogel:

Holzmobel only sells through the Internet. This is a opportunity for Vogel. Buying through the Internet is very popular nowadays but this trend will decrease. When you are high involved in decorating your home (like the customers of Vogel) you will not buy your furniture through the Internet. Still, Holzmobel is a competitor because they sell only wooden furniture, like Vogel does the same. Holzmobel is not the biggest threat is ways of competition on the German market.
The main players in South-Africa are:
· Haldane Martin (www.haldanemartin.co.za)

Haldane Martin is also a South African furniture designer and former business partner of John Vogel. 

HALDANE MARTIN TM established in 2002, is a leading contemporary South African furniture design company based in Cape Town South Africa. 
The furniture collection consists of 31 unique, furniture products all originally designed and produced in South Africa. The designs have won a number of design awards, and have been exhibited in New York, London, Paris, Oslo, Stockholm, Johannesburg, Cape Town and Durban. The furniture has been featured extensively in the local press and international newspapers and design publications. 

Haldane Martin produces furniture by outsourcing component manufacturing to specialized engineers and furniture manufacturers all over South Africa. They manage the outsourcing, control quality, assembly and logistics from our studio / showroom / warehouse in Woodstock, Cape Town.

The products that Haldane Martin sells are:

· Couches

· Chairs (bar/office/tub)

· Lights

· Benches

· Tables

· Side tables 

Opportunities/ threats for Vogel
In comparison to Vogel, Haldane Martin sells a wider range of products than Vogel. They have more brand awareness national and internationally. He got his own showroom located in Woodstock. 

Actually, Haldane Martin can be seen as one of the biggest threats of Vogel because he is the most direct competitor of Vogel. Althoug all written above, the products of Vogel are still very different from the products of Haldane Martin. Vogel and Martin have a different style of designing furniture, plus the products of Haldane Martin are much more expensive than Vogel. 

· Tonic design (www.tonicdesign.co.za)

Greg Gamble and Phillipe van der Merwe are the designer of TONIC.  They produce, represents almost a decade at the forefront of the country’s design industry. Now showcased at their Parktown Novvrth showroom, the TONIC range consists of both bespoke and limited-edition pieces, alongside select imported series. As champions of the South African design industry, they also stock many of the most interesting local designs. Traditional craftsmanship, and the unorthodox use of materials, are two enduring characteristics of the work of the studio. A refined, sophisticated, modern elegance is explored in various design-driven projects that range from corporate, and residential through to retail and hospitality. 

Tonic focuses on creating furniture pieces that strive for simplicity, while exploring new materials and creative approaches to design. All furniture items are manufactured using only the highest quality materials and the best of local craftsmanship. Tonic Design is also a specialized design firm, focusing on original and creative projects ranging from domestic, retail, corporate and hospitality design.

Tonic also  offer a full interior design service for domestic interiors. This ranges from the supply of individual items to turnkey interior design projects. They also have extensive experience in corporate, retail and hospitality design - and offer their clients a professional design service from concept to execution.

Tonic sells:

· Beds

· Cabinets

· Chairs

· Bench

· (small) Bookcases

· Sofas

Opportunities/ Threats for Vogel;

Tonic had a wider range of products. This can be a threats as well as an opportunity for Vogel. The wider ranger of products attracts more customers but Tonic is not specialized in one products as Vogel is in chairs. The designs of Tonic are a bi different and not wooden or nature made. Although Tonic is a competitor of Vogel because of the same segment of customers and distributors, the products are still different. Vogel has not to worry about Tonic. 
Vogel’s Unique selling points – competitors

The unique selling points of Vogel are:

· Vogel operates on the top end market with its furniture

· Vogel has a strong reputation and knows its competitors very well 

· Clients can order customer demanded products

· Designer John Vogel has good design skills (awarded in design excellence) 
· Vogel has a good customer orientation/ customer service

· The products are handcrafted and embodies a South African vernacular

· The products are timeless and not according to the latest trends
· The materials that he is using for his products are high quality materials

· The products are unique and very original

The unique selling point where Vogel distinguish himself from the competitors are the points that he has award winning designing skills. Especially the fact that he won design awards is important for the German customers. Those customers also like his customers service, he is able to produce customer demanded. Large furniture shops are not customer demanded at all. The USP’s that are related to the products are the facts that his products are timeless, unique and very original. With this points he can also distinguish himself from the competition.
Competitor strategy 
It is no secret that Vogel has a lot of competitors on the German market. Though, the German market size is big enough to handle a lot of furniture designers. This has also to the with the fact that especially in the Southern part of Germany , customers will buy Wooden furniture. To compete with the existing competition Vogel should:
· Handle a lower price than his most important competitors. Vogel is unknown by the German customers and new on the market. To have a lower price (with the same quality as their competitors) Vogel will be more attractive for its customers. The prices should not be to low, this can mean that he loses his top-end market position. Just make sure that he stays under the competition with his prices. After succeeded on the German market, he can increase his prices.

· Vogel should remain his top-end market position. He has to make sure that he does his promotion and marketing activities for the right target group and/or market segment.

· Point out the his USP’s, his products are unique, timeless, of good quality etc. Also he should continue his tree planting nature conservation projects. Environment and ecological companies are very popular at this moment. With this special projects, Vogel attracts attention by the German customers.

· He should mention which awards he won and in which (world famous) magazines he had an article. German customers are sensitive for this kind of facts, plus it distinguish Vogel from the competition  

· Vogel has to update and check is competition often. The German market is an easy  and popular market to enter. Competition will rise and new players will enter often.
Distribution analysis

Market entry and distribution

As a manufacturer in a developing country preparing to access Germany, you should be aware of the market access requirements of your trading partners and the German government. Requirements are demanded through legislation and through labels, codes and management systems. These requirements are based on environmental, consumer health and safety and social concerns. You need to comply with EU legislation and have to be aware of the additional non-legislative requirements that your trading partners in the EU might request. 

Quality requirements 

There are quality requirements i.e. the DIN standards in Germany for many furniture items that can serve as an international benchmark. Most of the functional innovations and ergonomic improvements have emerged from German manufacturers. Durability standards have been established relating, for example, to the resistance of products – surface resistance to dry heat, cold liquids and contracting movements. Quality standards exist for wood treatment with regards to preservation and glueing. You can check at the Deutsches Institut für Normung (http://www.din.de) if there are standards for your product. 

In contemporary or colonial style furniture, buyers expect woods of an excellent quality e.g. 

kiln dried, free from pest, cracking, splitting and from full grown trees from well-managed forests. In the case of self-assembly, the material of the fittings should be of good quality and be correctly made so that all components match and fit well. 

Packaging, marking and labelling 

Apart from the safety aspects and protection against damage, the focus of packaging is on environmentally friendly transport. Download information on requirements on packaging, marking and labelling in specific EU markets from the CBI website.

With regard to labelling for retail sales of furniture, there are no legally binding requirements and labels are primarily used as promotional sales tools. In Germany, standard labelling systems are being introduced by the trade to ensure that consumers are correctly informed. The new labelling code set out by the German furniture trade association DGM requires the following information to be featured on labels: Product description/name; Model/type; Construction/materials used; Availability of different models; Type of upholstery; Care and cleaning advice; Treatments/tests carried out; Guarantee. 

Additional information on packaging can be found at the website of ITC on export packaging: http://www.intracen.org/ep/packit.htm. Information on tariffs and quota can be found at http://exporthelp.europa.eu/. 

Trade channels for market entry

Trade channels 
The German furniture market has a varied system of distribution and a wide number of commercial operators, including manufacturers, wholesalers, retailers, agents and consumers. The key distinction is between traditional and non-traditional channels.

Traditional channels include direct importing and the retail trade, which includes specialist retailers, technical specialists (eg kitchen specialists), independent retailers and large non-specialists including DIY, hypermarkets, department stores and mail order. 
Non-traditional channels include electronic commerce (either business to business – B2B, or business to consumer – B2C), factory outlets, TV shopping and direct sale by manufacturers. 

The traditional channel dominates, accounting for over three quarters of all distribution. Buying groups in particular are very strong in the German furniture market, accounting for over 60% of the market. The main buying groups are Begros with 9 businesses and 120 outlets, including XXXLutz, Porta, Ostermann, Möbel Finke, Möbel Billa, Möbelstadt Sommerlad and Möbel Martin (http://www.begros.de); Garant with 1,300 outlets in Germany and over 3,000 worldwide (http://www.garantmoebel.de); Union with 28 outlets (http://www.union-moebel.de); Europa Moebel Verbund, which buys on behalf of 15 separate trading companies (http://www.emverbund.de); and VME with 320 outlets (http://www.vme-online.net). Other buying groups include Atlas (including Segmüller), Alliance, der Kreis, VKg, Gfm-Trend-Regent Wohngruppe and MHK. 

Some of these buying groups represent potential prospects for exporters from developing countries. In addition, wholesalers and importers are important routes to reach the remaining independent specialist retailers that do not belong to a buying group. Furniture agents are also important in the furniture supply chain. You can find agents at the Association of Commercial Agents and Brokers (http://www.cdh.de). Interesting wholesalers and importers include: 

• Steinhoff is a company that is associated with various countries for the sale of furniture and household goods. It’s also a manufacturer and importer (http://www.steinhoffinternational.com). 

• Awi Wohndesign, located in Bielefeld, deals with teak and rattan furniture. This company works specifically with Indonesia (http://www.awi-wohndesign.de). 

• Top Mobel, located in Frankfurt, deals with furniture from India, China or Indonesia (http://www.alibaba.com/member/topmobel/aboutus.html). 

• Links to wholesalers and importers can also be found via http://www.germanfurniture.de. 

Retail trade 
There are over 10,000 specialist furniture outlets in Germany, and 14,000 retail outlets in total where furniture is sold. The market is very competitive and is characterised by a lot of discounting and special offers, as well as mergers, acquisitions and bankruptcies. 
Distribution channels in Germany

There is no rule or regulation which would limit foreign suppliers in their choice of distribution channels. It is usually the nature of the product that hints to one way of distribution or another. The second aspect to consider is the degree of involvement.

A large proportion of consumer goods, textiles, furniture and foodstuff are sold through big wholesale and retail enterprises. They have their sourcing departments buying around the globe with representations in many countries. Thus, courting them is an option in many home-countries. In addition, there are trading houses or independent sales agents, who manage the complete line of distribution, i.e. they buy the product from the producer, find customers for it and sell it to the end-user. Trading companies and sales agents are usually specialised in particular goods and have a good overview of potential customers.

Many industrial goods are sold indirectly, meaning an intermediate is involved to catalyse or manage the sale. The role of this intermediate can be taken by an independent sales agent, which usually requires very little involvement and risk for the producer, as the sales agent buys the product and resells it to the final customer. An independent distributor does the same job, but makes his living not from the margin but on a commission basis, which indicates some additional risk of a non-performing counterpart for the producer. A sole distributor, who only distributes one company's products, will usually demand higher commissions.

To work systematically the German market, a Representative Office might be a viable option: The representative acts on behalf of his mother company. Being based in Germany, she or he can look deeper into the German market and can establish longstanding relationships with customers.

Support is available from the Federation of German Wholesale and Foreign Trade.

To get in touch with sales agents specialized in particular products, there is a database available from the National Federation of German Commercial Agencies and Distribution.
Will the current way of distribution succeed in Germany?

When it comes to costs of distribution and transport, Vogel works with ‘ex works’. When Vogel decided to work on the way he (and the export company) needs the following documents:

Transportation documents:

 As goods are bought or sold in the foreign country, the transport plays an important role the get the goods on the right place of destination.  The expenses of the transportation and the way which the goods are transported have to be mentioned in the quotation. If the supplier prescribe in the quotation that they deliver ex work he must regulate the transport and insurance..  Dependent on the chosen manner of transportation (road transport, railway water – or air transport) the importer or export company has to have the right international cargo letter.  The sub-division is as follows:  

Road transport

The international cargo letter CMR (Convention Relative au Contrat de Transport Internationale des Marchandises par Route) is used by international occupation goods transported with road transport.  The CMR-cargo letters is not transferable, that will say that the cargo letters is intended only for the delivery of the goods and not for the trading or selling of the goods.  
Railroad transports

Goods per rail track has to go accompanied by an international railroad cargo letter CIM (Convention Internationale concernant le Transport des Marchandises par Chemin de Fer), and an international express letter (TIEx).  Goods loaded will go in large containers accompanied with the transfers form TR.  These three customs documents can serve as common customs document.  

T1- and T2-documents

With cargo transportation, the transportation get into account within the EU (communal transport).  This transportation finds place under cover of the T-document of and to an EU-country. There is made a difference between T-1 and T-2 goods.  The transportation of goods from third countries (non released goods) do not go under accompaniment of the T1-document.

The T2-document is used  to show that goods are situated in the freedom movement zone of the EU.  

Air transportation

The consignment note/Airway-bill is according to the IATA-definitions the proof of a closed agreement between shipper and carrier.  The consignment note/Airway-bill covers the entire route from the airport of departure till the airport of arrival. It also covers a part of the route of road transportation.

Can Vogel use the same distribution?

It is questionable if Vogel can use the same distribution way ‘ex works’ in Germany. Usually, German customers are not willing to pay in advance. Vogel makes use of a 50% deposit, paid before the production process is even started. Unfortunately I cannot exclude whether Vogel can use his way of distribution yes or no. The Chamber of Commerce could not give an answer to this question. Therefore I will recommend to Vogel that they have to check before exporting if they can use the ‘ex work’ method and they should think about another way of distribution. 
9. Swot Analysis

	Strengthens
	Weaknesses

	· Design skills
· Craft technology skills 

· Creativity

· The products of Vogel are very unique
· Wood with character

· High-grade materials
· Awarded in design excellence

· Timeless products

· Already many customers on the South Africa market
· Designer can make customer demanded products
· Vogel is already experienced with exporting overseas, this means also that they are familiar with doing business with other cultures.
· The quality, price, market and customers are already there.

· Updated website, which attracts a lot of new customers to Vogel

	· The products do not have a standard quality.

· Not many knowledge of marketing strategies.

· Not very familiar with the French business culture.

· John Vogel is the only one who knows exactly how the furniture is made. This means that he must be around on the work floor all the time.

· On this moment Vogel is not able to handle a lot of orders. The make average four chairs a day. When the orders will be rising, he has to hire more employees.

· The client list is not yet updated.

· Vogel has a low cash flow.

· The brand awareness national and international is low.

	Opportunities 
	Threats 

	· Germany is an interesting market for exporters from developing countries. Local production has been adapting to the global economy. Germany is a big market, and as such will always offer opportunities despite a difficult trading environment. Imports are an increasingly important part of the market. 
· The German market continues to struggle, so the demand for quality furniture at competitive prices will remain one of the most highly demanded furniture styles.

· The most obvious opportunities are in living room furniture that is related to the growth of home cinema and other communication technology. As well as items that facilitate the usage, storage and display of this equipment, new, more flexible forms of seating will also be required.

· There is a wide range of wood species that are popular in Germany. Consumers would genuinely be interested in new species that have not yet been seen, provided they meet the strict environmental standards expected in this market. 

· South African style Furniture is getting more popular, and will grow national and international

· The products of Vogel are timeless

· Without any marketing, Vogel was already profitable. When they start doing some more marketing activities they can get more customers. With doing more marketing and getting a new website, the brand awareness will increase
	· There are also many furniture producers on the doorstep, especially in Poland and Slovakia, who are trying to forge closer relationships with German manufacturers. Developing country exporters need to be able to meet the high and exacting standards of German producers if they are chosen to form partnerships in preference to suppliers from Eastern Europe.

· The international financial crisis is still there. Businesses are afraid to invest and to export. Vogel has to increase their selling; otherwise they will not survive the economical crisis. 

· Vogel is still unknown on the German/ European market

· When exporting to Europe, Vogel is depended on his distributors 




10. Confrontation matrix

Strengthens – Opportunities 

In Germany there is a continuous demand for quality. German customers are focused on the best materials and the best quality. The fact that Vogel won awards with his products is a plus point in terms of his competitors. German customers like to have a sort of proof (facts and figures) about the products that there are buying. An award winning designer is a kind of proof that they need.
All the product and design capacities (for example craft skills, high-grade materials) that Vogel had are a huge opportunity for Vogel. Vogel also makes customer demanded products. The German customers will like this. This means that he is customer orientated. 

Strengthens – Threats
Germany is an upcoming popular country for other countries to export to.  Especially the Eastern-European countries have found Germany because the anger and spite about the Second World War is over. Eastern-European countries are ‘famous’ for their low cost products and their quality standards are becoming better and better. To decrease this fact, Vogel has to be better in his quality and designing skills, which he has. He has to point out these product-characteristics by selling his product.
Although we still have the financial crisis, forecasts predict that the economy will be better in 2010. This does not mean that the crisis is over, but there are some positive rumours. This also do not mean that Vogel has not to worry about it, but I think whenever Vogel is ready to export to Germany, the financial crisis is mainly over. 
Vogel is not known on the German market, and has no experience with the German culture yet. Whenever Vogel is ready to export to Germany they could get some information about Germany by the Embassy or the Internet. With doing some marketing, Vogel will be known by his (new) customers. 

Weaknesses - Opportunities

Vogel has to try to get some standard quality for the German market, German customers are very focused on this. This does not mean that they have to get a standard quality (and production line) as IKEA has, but they have to assure their customers of a kind of quality. Vogel make use of high graded materials, he should point this out to his customers. He also has to point out that because of the uniqueness and hand crafted work, the products cannot have the same level of quality. 

The German market is a popular country to start their export on. Without any knowledge about Germany/customers/market they should get a good adviser/commercial agent. This is somebody that they can help with the marketing activities and increase the brand awareness on the German market. 

Weaknesses – Threats
Almost all the weaknesses that Vogel has, has to do with the ‘inexperience’ in running an international business. With having some training or reading some books, Vogel can get a lot more information about doing marketing and different strategies. This also counts for the fact that they are not familiar with the German (business) culture.
Although the financial analysis looks very positive, Vogel still has problems with his cash flow. The orders growth enormously in the last months. So with getting more and more orders, their brand awareness will grow and their cash flow will be better. (This means that they have to continue with marketing activities). When the cash flow will be better and the orders are getting more and more, Vogel is also able to hire more staff and produce more furniture.
 As mentioned before; we still have the financial crisis, but forecasts predict that the economy will be better in 2010. This do not mean that the crisis is over, but there are some positive rumours.

This also do not mean that Vogel has not to worry about it, but I think whenever Vogel is ready to export to Germany, the financial crisis is mainly over. With a strong competitor strategy, we can compete with the Eastern-Europe competitors.
11. Strategic options 

Ansoff Matrix

When we take a look to the Ansoff Matrix model, this will show us which position Vogel will have on the European market.

 

Market penetration: 

When a company enters a present market with their present products.

Market development: 

When a company enters a new market with their present products.

Product development: 

When a company enters a present market with new products.

Diversification: 

When a company enters a new market with new products.

Product- Market combination
When we apply the Ansoff-matrix to the company Vogel, we can say that in this case it concerns market development. Vogel is already active on the American, Canadian and European market. They want to expand to other European countries. There are already lots of suppliers of furniture on the market, so it is not a new concept. The products which Vogel is using for export are not new for the comapny Vogel as well as on the German market. However, Vogel will enter a new market; the German market with his already existing products
By positioning of a product, the advantages of the product are an important. Vogel has to distinguish from her most important competitors. There are four possibilities of positioning:

· Informational positioning
· Transformable positioning
· Two-sided positioning
· Implementation positioning
The products of Vogel have a transformable positioning. People who will buy the furniture of Vogel are persons who are like to have an unique interior. The interior says something about the occupant’s image, which they like to associate with. They like to give their interior a special kind of flavour. Another reason why I have chosen this transformable positioning is that there are already a lot of competitors on the German market. This makes it for Vogel difficult to distinguish itself from the other designers, not with his products, but with his company. The interior is a particular way of lifestyle for a lot of people, that is why this positioning fits in this context.

Porter- generic strategy 



The three options that Vogel has are:

· Cost leadership

· Differentiation strategy

· Focus or segmentation strategy
The first option is, in my view, not the best option for Vogel. With the cost leadership strategy they wil have the lowest price. The cost leadership just does not fit with Vogel. He designs unique en original handcrafted furniture. With this strategy Vogel can lose his build-up reputation of being exclusive. Secondly, he will not reach his target group with the cost leading strategy and he will not be profitable. 

The second option; the differentiation strategy will fit Vogel more. With this strategy he can point out his unique selling points and distinguish himself from the competition. Although this strategy can work for Vogel, I think the competition will be too large for Vogel on the German market. It is a large market and there are many competitive companies and designers. 

The last option; focus/segmentation strategy will fit the best for Vogel. In this strategy Vogel concentrates on a selected few target markets. It is also called a niche strategy. With focussing on one or two narrow market segments, Vogel can better meet the needs of his target market. This strategy is also most suitable for small companies, as Vogel is. Vogel prefers to keep his top-end market position as a unique and exclusive furniture designer.
Segmentation

Germany is has a wide market. Germany is one of the largest countries within Western-Europe and has many differences. The differences between the different federal states can be also huge. For example, the northern/ eastern part of Germany has less money to spend than the western and southern part of Germany. For this reason Vogel has to divide the market in different segments. Also as written below, the focus/ segmentation strategy will fit Vogel better. You can segment the market on different levels. When we have a look to the different variables of the target group of Vogel, I think we could divide the market on Psychographic variables. The characteristics of this segmentation group will match with the following variables:

· Personality

· Life style

· Value

· Attitude
Actually, this is the exact same segment where Vogel is focussing on in South-Africa. His target group are mostly interior designers, exclusive (boutique) hotels and exclusive furniture shops. People who will buy Vogel furniture are persons with a unique lifestyle and they are willing to pay a lot for their interior design. Persons with a special lifestyle do not want to decorate their living room with ordinary IKEA furniture. They like to be conspicuous with their interior. 

Successful segmentation requires the following

· homogeneity within the segment 

· heterogeneity between segments 

· segments are measurable and substantial

· segments are differentiable 

· segments are accessible and actionable 

· target segment is large enough to be profitable 
Although Vogel focus on a small market segment, I think this segment will be profitable. When they focus on a wider segment, they will have the risk to lose their exclusivity reputation. Because of the interest of the segments in the products of Vogel (interior designers are interested in special furniture), Vogel is able to communicate well with his target group. 
Which product?
Vogel does not have a wide assortment of products. This means that he can use every piece of his product line for export. The furniture of Vogel look like each other and do not differ from style. 

Vogel is depended from the order of the customers, but it does not matter which piece of furniture they are ordering. I think Vogel would take a huge risk with choosing one or two products to export

When he has to make a decision which product he has to choose, the best product will be his chairs.

Normally the chairs en barstools are the most popular and most common. For this reason I think Vogel can start with those three products (Nguni Chair, Barstool en lounge stool). Chairs are is specialty.
Especially hotels and restaurants order the chairs, those segments often make use of an interior designer. 
12. Entry analysis
Success on the foreign market mainly has to do with the choice of the entry strategy.

There is a difference between direct and indirect export. 

Vogel is a small company with approximately ten employees. They produce when they have an order; they are not able to make any stock yet. Vogel has experience on the foreign market and in doing business with other cultures. The products are easy to export, only the packaging has to be done well, otherwise the export can damage the furniture.

Because of the fact that Vogel is a small company and not ready yet to handle a lot of organisational things, I do not recommend direct export. They too small and the financial risks are too high.

I think Vogel can better choose one of the indirect export strategies, also because they already make use of an indirect export strategy.  Below I will discuss the most common export strategies en the ones that are suitable for Vogel.

The commercial agent

This entry strategy fits best in the first stage of exporting. A commercial agent knows the foreign market, culture and he/she has its own network. To select a commercial agent there are a few point where ….

· The commercial agent has to be well-known on the foreign market, has to have sales experience, enough financial knowledge and be an expert in different ways of promotion.

· Vogel has to find out what kind of contact and network the commercial agent has with his/hers clients

· The commercial agent has to know who the competitors are and their selling and promotion activities

Vogel has to cooperate with the commercial agent. Vogel should provide the catalogues and pricelist. Provide the commercial agent of enough promotion material and work together active with the commercial agent with sales promotion and participate on exhibitions. 

Risks of a commercial agent

When you stop working with your commercial agent, you will loose all his/hers clients too.  You have to have a special ‘click’ with your commercial agent. Especially for Vogel, their selling exclusive furniture and the commercial agent has to sell the furniture to the most exclusive designers and so on. 

For Vogel, working with a commercial agent would be a good idea to start with. Vogel has to select an agent (or decorating company) carefully and one that fit with their idea of Vogel exclusivity. They have to make good en secure arrangement with the commercial agent to prevent any trouble.

Wholesaler 

A wholesaler is often use on a different market (think of the Japanese market). It is an easy way to export, with low risks and low costs. This strategy will not work for Vogel. The German market is not a difficult market to enter, plus Vogel has no control over the export. A wholesaler will have a wider assortment. Due to this, the products of Vogel will not have as much attention as they need/deserve. 

Piggyback

This way of exporting consists of two companies of the home market which corporate together with export. One company (the rider) makes use of the distributions channels and sales organisation of the other company (the carrier). The products of the rider are complementary and not competitive to each other. This combination will form a strong position to the customers on the foreign market. 

With this strategy both companies will benefit from each other. The costs of exporting will be lower and Vogel can benefit from the market knowledge of the carrier. Also, Vogel can control his own export activities (and get more experienced in it). 

Vogel should definitely consider the form of a piggyback. For a small company as Vogel, the costs and risks are low and they will get more experienced with export. Also, Vogel has a huge network in Cape Town/ South Africa and friends who are in the same market as well. They will not have any problem with finding a company. 

Joint Selling

A joint selling can be seen as an international piggyback. With this strategy companies have to corporate more intensive with each other than with a piggyback. Because of the lost of independency, I do not think a joint selling will work for Vogel. Vogel likes to be exclusive and with a limited product range. 

Export combination

The export combination is a cooperation between several businesses which start together a central organ. They work together on market surveys, getting a network and will think of an export strategy. 

I think Vogel is not in a stage of internationalizing that they can start with an export combination. Though, knowing Vogel and his business friend, they al should consider an export combination in the future because they can benefit from each other. 

The international joint venture

A joint venture is a strategic alliance between two or more business from different countries. There are several reasons to start a joint venture. Again, I do not think that Vogel is in a stage of internationalizing to start a joint venture yet. 

Local selling office/ own production centre abroad 

Instead of making use of one of the distribution channels written above, Vogel can also decide to start their own local selling office or own production centre on the foreign market. On this moment and in the near future Vogel has not the experience, time and financial ways to start this. Moreover, it is not in their strategy as well to start or expand their business so much that they can start a local selling office in Europe/ overseas.   
Entry strategy

Vogel is not able to enter the market without any help. They have no knowledge of the German market, business culture and more important, the German languages. For this reason I think Vogel could better work with a person on the German market. I have chosen for a commercial agent because the costs will be lower than working with a distributor. A commercial agent will be an intermediary person between Vogel and his customers. Vogel will get some more experiences with exporting and more important, he will have personal contact with his customers in Germany.

The furniture of Vogel is original and exclusive. 

Selecting a suitable trading partner 

This is a very important part of the export process. The relationship and rapport you can establish between yourself and your partner is as important as finding a contact that is suitable for you in terms of the range of products that you can supply.
The essential element of any trading relationship is trust. You must satisfy yourself that you will be happy to deal with the organisation in question over a long period. Your own judgement and instincts are most important in this respect. The best way to find a trading partner is usually to contact the main trade sources. The German Association of Wood and Furniture Industries and the Furniture Industry Association are important contacts. The best place to meet potential trading partners is at a furniture trade fair. Participation in trade fairs can be expensive, so it would be better to first visit an exhibition a few times before making a commitment. During a visit, you can have a good look at the stands of the main players and get a better idea of the latest trends. At trade shows, you have an opportunity to talk to potential partners on a face-to-face basis and better judge whether you would like to work with them.
You could also identify potential partners from the exhibition website beforehand or from a catalogue. When selecting them (e.g. importer or wholesaler) try to find out: 

• What furniture they sell (focused on material, style or price). 

• To which target groups they sell. 

• In which areas of Germany they are well represented. If they are exporting, to which other EU countries they sell. 

• To whom they sell e.g. small or large retailers, department stores, mail order etc. 

You could also find this out by looking at their website or try to find a company profile through other hosted sites e.g. of a local Business Support Organisation (BSO) or trading platform, or by finding their company brochure. You can contact interesting trade partners by mail or email and follow up by phone a few weeks later.

Although you may initiate a communication by post or email, it is recommended that there is some personal communication before a trading partner is selected. 
Personal communication is still the most important form of communication. This communication can include sending samples, inviting them to see your production facilities, and other meaningful ways of gaining and maintaining their interest. 
You should also do a credit check of your potential trade partner, especially when an investment from your side is required. This credit check could be carried out by a specialist company such as Dun and Bradstreet (http://www.dnb.com). A bank usually does not give credit ratings of its customers.
In this regard, you could also contact Business Support Organisations in Germany or the commercial department of your own embassy to see if they have any useful contacts. They may even have some knowledge of contacts you may have made independently. The Association of Furniture Retailers (http://www.moebelhandel.org) could be a good source of general advice. The Association of German Chambers of Industry and Commerce (http://www.diht.de) may also be worth contacting.
Commercial Agents

German trade law provides specific regulations concerning commercial agents (§§ 84 to 92c HGB). According to German law, a commercial agent is self-employed and independent. His or her business scope is to mediate or enter contracts on behalf of the respective principal. Although oral agency agreements are deemed valid, a written contract is highly advisable.

The "National Federation of German Commercial Agencies and Distribution" (CDH, Centralvereinigung Deutscher Wirtschaftsverbände für Handelsvermittlung und Vertrieb) offers a useful compilation on the role of agencies free of charge on its web-site.
Sales Contracts
General civil law regulations (civil and commercial law) are applicable for all contracts between business partners. To check before making a contract:

· proof of identity of the company 

· creditability, 

· Procuration.
Please check also, whether an obligation by contract is really intended.
Memorandum of Understanding, Letter of Intent
Negotiations usually precede international contracts. The results of these negotiations are kept in documents which are nominated as "Letter of Intent" or "Memorandum of Understanding". The commitment to enter into an obligation will refer to the content.

There are three possibilities to avoid unwanted obligations:

· avoid a legal wording 

· say that you are declaring a purpose and no obligation 

· clarify this at the end of the document

Choice of law
in international contracts different legal structures are involved. As you are not familiar with different legal structures you should avoid an unfamiliar legal system. The parties of a contract should integrate an agreement concerning the governing law. Substantive law and place of jurisdiction should correspond.


In general you are free to choose the substantive law. There are some restrictions in commercial law e.g. consumption loan law.
If the contract includes no selection of law, the appropriated law will follow the conflicts of law.
For Germany is this the EGBGB. The law at the seller's location is the law after which disputes have to be decided.

If the parties set forth German law, the CISG will apply.

CISG
CISG United Nations Convention on Contracts for the international Sale of goods. The goal of the CISG is to create one single law for international trade to simplify the movement of goods.
The Convention applies to contracts of sale between parties whose places of business are in different states. Sales have to be cross-border. Domestic trade does not fall under the CISG.
The Convention does not apply to domestic trade. A contact to at least one member state of the CISG is required.
The CISG is German law, not international law.

Please check before contracting:
Should the contract be under the CISG?
If not, the contracting parties must expressly opt out of the CISG.
Criteria of the commercial agent:

· He or she has to have knowledge of the German market, business culture and German languages
· He has affinity with exclusive furniture, South-African products and culture
· He speaks fluent English and is well know with the South-African culture
· He has a network within the target groups/ segments of Vogel. This means that he has a network existing of interior designers, exclusive furniture shops and exclusive hotels.
· He is willing to actively  cooperate with John and Terri Vogel, and help them with exporting to Germany
· He is willing to start with some marketing activities on the German market for Vogel.
13. Marketing Mix for Germany

Although Vogel is entering a new market, they can use a lot of their marketing-mix in South Africa. Vogel is located on the top-end of the furniture market which is absolute suitable for the German market. German customers are well known for their demand of the best quality, expensive goods.

Product

The furniture of Vogel has high quality. Every piece of furniture is unique and original. The products are mostly handcrafted. The furniture is in South-African style and customer demanded. His product line consists of seven products, which are tables and chairs. The products contain different woods and cotton cords, which the customer can choose. You can find the product range and its prices in the added appendixes. 

The range of products that Vogel produces is African design furniture, designed by John Vogel himself.  The products are handmade furniture:

· Tables

· Side tables

· Chairs

· Soft furnishings 

Vogel is specialized in designing and producing chairs. The main timbers that Vogel uses are Kiaat, African Walnut and White Wenge. 
Vogel can start with exporting his whole assortment to Germany. He has not al lot of products, all the products can be showed on exhibitions in his folder or with nice photos of the products. To show some actual products on exhibitions, he should start with his chairs. He is specialized in chairs, and most of his orders are chairs. After being introduced on the German market, Vogel could think about designing a special product line for Germany/ European countries which consists for example more colonial style furniture.

Place
In South Africa, Vogel is located on the top-end of the furniture market. Because of the high quality demand of German customers, I think this location is also suitable to enter the German market. 

Vogel manufacture, produce and sells his product all on the same place. Vogel sells directly from its workshop. It has not really a showroom. Customers can see prototypes of the furniture in the workshop or see pictures from the new build website. To attract new customers, Vogel shows his products on exhibitions. With having a good commercial agent, Vogel can send some products to Germany so that they can show the products to potential customers. 

Vogel prefers to have a exclusive position on the market. Therefore he likes to have a exclusive position on the German market as well.

Price

The products are priced for sale in the top of the end market. Although the products have high quality and mostly handcrafted, they still have a good price. The products of Vogel are priced for sale in the top end of the market. Vogel pricing is appropriate to high value added products and fits comfortably within existing local ballpark prices. The prices of the product of Vogel are between R2973.12 and R19283.10.  In the appendixes you will find the current pricelist of the products. Vogel ask his customers a 50% deposit of the total amount price. 
In Germany, customers are willing to pay a lot for good quality. To start on the German market, and to compete with his competitors, Vogel can use the prices that he has now. The prices are maybe a bit lower than the competitors, but he has to start on the German market. At the moment that Vogel has a lot of brand awareness on the German market, he can increase his price.

Promotion
With entering the German market, Vogel can start with some small exhibitions and trying to get some interviews in magazines. (Actually the same as he does in South-Africa). 

Advertising in trade magazines can sometimes be an effective means of reaching a small target group. The main trade publications for the furniture industry are the monthly Möbelmarkt (http://www.moebelmarkt.de), Möbelkultur and Möbelfertigung, both published by Holzmann who also publish furniture market reports (http://www.holzmann.de) and Home Furniture Exporters, the magazine for German Furniture Exporters. This publication, as well as Möbelmarkt, is published by Verlag Matthias Ritthammer, one of the leading specialist international furniture publishers (http://www.ritthammer-verlag.de). Euwid Möbel is a weekly news-sheet reporting on the international markets in furniture trading (http://www.euwid-moebel.de). 
Trade fairs

The main trade fair for the furniture industry in Germany is the International Furniture Fair 

and it takes place each January in Cologne (http://www.imm-cologne.de). Some of the big consumer goods fairs in Frankfurt, such as Ambiente, Decorate Life and Tendence include some furniture items (http://www.messefrankfurt.com).

Having a website 
Being online is fundamental, especially when taking into account that trust and credibility are major challenges for DC exporters, a good website can overcome this issue. A website offering well-defined products, competitive advantages (e.g. USP, quality, cost reduction and delivery reliability) and a list of other customers helps create a trusting environment.

Step-by-step plan marketing activities
To start with exporting to the German market Vogel should do the following things:

· Try to reach some standard quality of the products. Although the furniture of Vogel is exclusive and handcrafted. German customers want to have some standard quality. They are quality orientated.
· Make a pricelist in Euros. They could do this with help of the commercial agent so they have a suitable price in Euros for the German market.

· Make a German price list/ brochure with they can e-mail or spread to German customers

· Start with participate in small exclusive exhibitions to introduce the products of Vogel to the German customers, and see what the reaction will be

· And/or start with a small advertisement/ interview in a (exclusive) furniture magazine (like they had in South-Africa)

· They can also search on the Internet for suitable interior designers/ architects and try to get contact with them by sending them a price list, this is also good for the brand awareness in Germany
14. Transport and logistics 
Road transport

The truck is one of the most important way of transport in Germany; they have more than 2,6 million trucks. Road transport is well known for its fast and flexible way of transport. The German roads have a length of 231,359 km which exists of 12,531 km highway.

For more information you can check the following sites:

· Bundesanstalt für Strassenwesen: www.bast.de 

· Bundesverband Güterkraftverkehr Logistik und Entsorgung: www.bgl-ev.de 
Prohibitions

On Sunday and public holidays between 0.00 and 22.00 applies a driving ban for: tucks and trailer trucks with a permitted total weight (own weight + loading capacity) of 7.5 barrel and more. The driving ban applies on all the roads in Germany, also for vehicles without any cargo. Furthermore, there is a night parking prohibition in the build-up area between 22.00 till 06.00. Trucks cannot park between 22.00 till 6.00. This park prohibition also count on Sunday and public holidays. 
Holidays prohibition

At regulation of 13 May 1985 an annually returning holiday driving ban has been introduced in the period of 1 July till the 1th of September. This driving ban applies to: vehicles with a permitted total weight of 7.5 barrel and truck trailer combinations, irrespective of the weight. This holiday driving ban is effective on Saturdays from 7.00 till 20.00, on certain parts of the highways and some Bundesstraßen (provincial ways). 
Toll system

Since the 1th of January 2005, Germany has the LKW-Maut system (highway toll systems). There is a kilometre levy for trucks with a total weight of 12 tons. The levies can variety between 0.10 to 15.5 eurocent.
Environment areas

Since 1 January 2008 the first cities in Germany have introduced an environment area in the downtown, 'Umweltzone'. Only vehicles which come up to certain standards for the emission of exhaust gases can ride into these especially designated environment areas.
Railways:

· total: 40,826 km, including 

· at least 14,253 km electrified and 

· 14,768 km double- or multiple-tracked (1998) 

Deutsche Bahn (German Rail) is the major German railway infrastructure and service operator. Though Deutsche Bahn is a private company, the government still holds all shares and therefore Deutsche Bahn can still be called a state-owned company. Since its privatization in 1994, Deutsche Bahn AG (DB AG) no longer publishes details of the tracks it owns; in addition to the DB AG system there are about 280 privately or locally owned railway companies which own an approximate 3,000 km to 4,000 km of the total tracks and use DB tracks in open access. 
There are significant differences between the financing of long-distance and short-distance (or local) trains in Germany. While long-distance trains can be run by any railway company, the companies also receive no subsidies from the government; instead, the long-distance trains receive no direct subventions for current operations. Local trains however are subsidised by the German states, which pay the operating companies to run these trains. This resulted in many private companies offering to run local train services as they can provide cheaper service than the state-owned Deutsche Bahn. Track construction is entirely and track maintenance partly government financed both for long and short range trains.

The InterCityExpress or ICE is a type of high-speed train operated by Deutsche Bahn in Germany and large cities in neighbouring countries, such as Zürich, Vienna, Paris, Amsterdam, Liège and Brussels. The rail network throughout Germany is extensive and provides excellent services in most areas. 
Water transport
Waterways: 7,500 km ; major rivers include the Rhine and Elbe; Kiel Canal is an important connection between the Baltic Sea and North Sea, the Rhine-Main-Danube Canal links Rotterdam on the North Sea with the Black Sea.

Ports and harbours: Berlin, Bonn, Brake, Bremen, Bremerhaven, Cologne, Dortmund, Dresden, Duisburg, Emden, Hamburg, Karlsruhe, Kiel, Lübeck, Magdeburg, Mannheim, Oldenburg, Rostock, StuttgartThe port of Hamburg is the largest sea-harbour in Germany and ranks third in Europe, in total container traffic.

Air transport
Frankfurt International Airport is a major international airport and European transportation hub. Frankfurt Airport ranks among the world's top ten airports and serves 304 flight destinations in 110 countries. It is the airport with the largest number of international destinations served worldwide. Depending on whether total passengers, flights or cargo traffic are used as a measure, it ranks first, second or third in Europe alongside London Heathrow Airport and Paris Charles de Gaulle Airport.

Germany's second most important international airport is Munich. Other major airports are Berlin Tegel, Berlin Schönefeld, Düsseldorf, Hamburg, Cologne-Bonn, Leipzig/Halle and in the future Berlin Brandenburg International Airport.

Short distances and the extensive network of motorways and railways make airplanes uncompetitive for travel within Germany. Only about 1% of all distance traveled was by plane in 2002. But due to a decline in prices with the introduction of low-fares airlines, domestic air travel is becoming more attractive.

The national carrier is Lufthansa.
15. Juridical and legal aspects
When exporting to Germany, various aspects have to be considered: Customs and taxes, quality and environmental standards, trademark and competition rules are just a few of them.
In general, the importer is responsible for clearing the items to put the goods in circulation in Germany. Exporters need to be informed on prerequisites of penetrating the German market, if only for pricing purposes. In reference to customs duties for goods which are exported to Germany, the goods' country of origin is of utmost importance.

All industrial imports are subject to an "Import sales tax" of 19%. It is equivalent to the value-added tax (VAT) which is levied on all domestically produced items, thus placing the same tax burden on imported and domestic products. The import turnover tax is charged on the duty paid value of the import article plus a customs duty. A discounted tax of 7% is levied on food products, books, newspapers, pieces of art etc. Within the Single European Market, a community-wide system of VAT collection is in place. National VAT is levied on the product at the place of production. Buyers can deduct it as input tax in their home country, provided that the supplier has got a valid value added tax identification number.

Customs duty as well as tax is collected by the German customs authorities.
Business-life in Germany is based on the principle of competition. Still, the competitive market environment needs to be protected against unfair practices. To control unfair market behavior is within the responsibility of the Federal Cartel Office (Bundeskartellamt) in Bonn. The legal basis of its work, the Act against Restraints of Competition, and other information on the work of the office is available online.

Fair competition is also safeguarded by the Act Against Unfair Competition (Gesetz gegen unlauteren Wettbewerb, UWG). It prohibits explicitly misleading advertising and governs comparative advertising as well as direct marketing activities. It provides the basis for legal claims against unfair behavior of competitors. An introduction to the Act is available from the "German Law Archive", which has its origins in the University of Oxford.
Trademarks and patents enjoy strong protection in Germany. For sales into Germany, this means a two-fold challenge. First, trademarks or other intellectual property used in or on the merchandise must not infringe older rights that have already been established in the German market. Second, any intellectual property related to the merchandise can be legally protected against counterfeiting by means of registration. For Germany, the German Patent- and Trademark Office (Deutsches Patent- und Markenamt) is in charge of these registrations.

Following the ongoing harmonization and integration of the Single European Market, a harmonized system of administering patents and trademarks has been established, too. Community Trade Marks and Community Designs are administered by the Office for Harmonization in the Single European Market.

Community Trade Mark and Community Design grant their proprietor a uniform right which is valid in all member states of the European Union. More information on the protection of intellectual property on the European level is available from the Office for Harmonization in the Internal Market (OHIM).
International Contracts

International trade and services involve a wide variety of trans-border business models ranging from the cross-border provision of goods or advice and the posting of employees abroad to the establishment of permanent business enterprises in Germany. It embraces both business-to-business and business-to-consumer transactions. The variety of the business activities gives rise to a variety of legal relationships between the business partners as well. Because the obligations between contracting parties are always governed by national law, the choice of the national legal system plays a key role in the resolution of legal disputes.

Where international contracts are concerned, the first issue to be addressed when legally assessing cross-border business relationships is: which country has jurisdiction? This is discussed in our section on the German judicial system. If Germany has jurisdiction, the legal system governing the contractual relationship is primarily determined pursuant to the provisions of Art. 27 et seq. of the Introductory Act to the German Civil Code (Einführungsgesetz zum Bürgerlichen Gesetzbuch - EGBGB). This act implements the terms of the European Convention on the Law Applicable to Contractual Obligations (Rome Convention 1980) into German law.

The basic rule is that the contracting parties are free to choose which national law is to govern their contractual relationships (Art. 27 EGBGB). If no choice is made, the contract will generally be governed by the law of the country of the habitual residence of the debtor. If consumer protection rights are involved, the contract is - by operation of law - governed by the law of the country of the consumer's habitual residence, which cannot be waived.

Where contracts of sale are concerned, the contracting parties may agree on the application of the CISG (United Nations Convention on Contracts for the International Sale of Goods) in order to avoid having to make a choice of law. Although the provisions of the CISG have been incorporated into various national law regimes, they are exactly the same in 72 countries and are therefore likely to be acceptable to both parties. For more information on this, please refer to our site on International Contracts of Sale.

International Sales Contracts

In the case of international sales contracts, the contracting partners may decide that the standardized terms of the CISG (United Nations Convention on Contracts for the International Sale of Goods) are to apply. The convention establishes uniform rules for contracts of sale with cross-border effects. This simplifies the movement of goods between countries, thereby promoting international trade and minimizing disputes on the choice of law.

The CISG codifies trans-border business-to-business sales contracts for movable goods. Its provisions are optional and may be waived by separate agreement. The CISG therefore affords a large degree of flexibility to contractual arrangements. Should a contract fail to provide for a specific matter, the provisions of the CISG fill the gap by providing internationally accepted solutions. If the contractual parties wish to waive the CISG as a whole, they must do so explicitly.

Upon its ratification by Germany, the CISG became a part of German civil law. Because it incorporates many continental European principles of contract law, most of the provisions of the CISG resemble the type of provisions on sales contracts found in the BGB.

As of December 1, 2008, 72 countries have adopted the CISG. These include most of the EU Member States (except the United Kingdom), the USA, Canada, China, and Russia. A complete list of the signatory countries is available on the website of the United Nations Commission for International Trade Law (UNICITRAL).The German Chambers of Industry and Commerce are available for mediating disputes in conjunction with the non-performance of either contractual party: in the case of suppliers who fail to perform their contractual obligations as well as buyers who fail to meet their payment obligations. The territorial scope of jurisdiction of the Chambers of Industry and Commerce in Germany is regional. Further information on alternative dispute resolution is available in our section on the German jurisdiction. The German judiciary has had a great deal of experience with the CISG and has developed a well-founded expertise on it. In fact, most judgments on matters concerning the CISG were rendered by German courts prior to entering into international contracts, a series of negotiations usually take place. The outcome of such negotiations is recorded in documents sometimes referred to as a "Letter of Intent" or a "Memorandum of Understanding". Whether an obligation to enter into a contract arises from such a document will depend on the contents of it. There are three ways to avoid making unwanted obligations: avoid using legal terminology, state explicitly that you are stating an intention and not declaring an obligation, and clarify this at the end of the document.

16. Cultural analysis
Doing business in Germany

Doing business abroad brings people face to face with different cultures and practices. Prior to travelling to another country it is the norm not to consider factors such as differences in meeting etiquette, negotiation styles and business protocol. However, it is precisely these areas one should be addressing before doing business abroad if the success of the trip is to be given a better chance.

A lack of cross cultural understanding leads those doing business abroad to form stereotypes. Common terms used to describe Germany include humourless, aggressive, distant, stubborn and obsessed with details.

There are elements of truth within each, yet all emanate from our own cultural programming. For example, in the UK it is acceptable to swap jokes and have informal chats at work. When a Britain is doing business in Germany it is therefore likely that they will interpret the strict formality as dull and humourless. On the other hand, a German doing business in the UK may interpret working practices in the UK as unprofessional and unproductive.

This guide to doing business in Germany is intended to highlight some important key areas that one may encounter in Germany.
Organisation
Germans are often uneasy with uncertainty, ambiguity and unquantifiable risk. This has become manifest in both social and business spheres. Socially, Germans lean towards conservatism and conformism. 

When doing business in Germany it is possible to notice a heavy emphasis on careful planning, consideration, consultation and consensus. This has developed an appreciation for detail, facts and statistics. Organisation is a means of negating uncertainty and averting risk.
Aversion to Risk
The emphasis on conformity combined with a fear of the unknown makes Germans very apprehensive about risk. Security is guaranteed through risk analysis.
 
This is achieved through careful deliberation and scrutiny based upon factual evidence as opposed to intuition or 'gut-feeling'. Written documentation is seen as the safest and most objective medium for analysis. A painstaking review of details ensures all relevant information has been taken into consideration.
Communication
Germans value their privacy. Mentally there is a divide between public and private life. As a result, Germans wear a protective shell when doing business. Since intimacy is not freely given, this may be interpreted as coldness. However, this is not the case. After a period of time walls and barriers eventually fall allowing for more intimate relationships to develop.

Communication styles in Germany may be perceived as direct, short and to the point. Formality dictates that emotions and unnecessary content do not have a place in conversation.  
Meeting & Greeting
Firm, brief handshakes are the norm when doing business in Germany. When several people are being introduced take turns to greet each other rather than reaching over someone else's hands.  Avoid shaking hands with one hand in your pocket. When women enter a room it is considered polite for men to stand.

German etiquette requires you to address someone using Herr (Mr.) or Frau (Mrs/Ms) followed by their surname. Only family members and friends use first names. Professional titles should also be used for doctors, academics, etc. Try and establish professional titles prior to any meeting.

Punctuality
When doing business in Germany, remember that punctuality is a serious issue. Business people work hard and are under a lot of pressure. Germans typically plan their time very carefully. It is considered bad etiquette to be late or early as it shows disrespect for peoples' time.
Humour
A common misconception is that the German sense of professionalism and strict protocol when doing business leaves no room for humour. An element of this true in that jokes are not commonplace. Yet Germans, just as much as anyone else, like to laugh and as long as it is appropriate, tasteful and in context then humour is acceptable.
Meetings and Negotiations
Germans plan ahead. Therefore, ensure you book meetings at least 2-3 weeks in advance. This is also applicable if you wish to have lengthy telephone conversations. Meetings are usually held between 11-1 p.m. and 3-5 p.m. Avoid Friday afternoons, the holiday months of July, August and December and any regional festivals. 

Meetings are functional, formal and usually stick to a set agenda including start and finish times. The phrase 'let's get down to business' is definitely appropriate for German business meetings as small talk and relationship building is not priorities. 

When entering a room the most senior of you should enter first. The most senior German counterpart should be greeted initially before any others present. Wait to be told where to sit. Treat the whole process with great formality.

The Germans will analyse proposals thoroughly. Ensure the information you provide is in written format and presented scientifically. Logical conclusions based on empirical evidence will only normally carry any weight. Remember decisions will not be made on your sales technique or charm but on concrete facts that demonstrate a sound opportunity with minimal risk.

Decisions are made slowly and methodically. Do not try to rush proceedings or apply pressure. If anything, enquire as to areas in which you may be able to furnish them with additional or more specific information.  Try and back-up information with insight from personal experience or professional qualifications. Once a decision has been reached minds are very rarely changed.

17. Risk Analysis and Feasibility
There are al lot of risk with exporting to a new market and or country. With exporting to Germany we have to take some different risk into consideration. The analysis written below is based on risks which are important and expected. We cannot take any unexpected risks into consideration, this does not mean that they do not exist.

Financial risk:

Vogel has a weak financial position, although their financial analysis turned out to be very good. They have not the ability to do a huge financial investment. Actually they are not able to do any (small) investments yet, this can lead to bankruptcy. At this moment, where we live with a financial crisis, banks are not willing to give a loan and companies are not willing to invest. The stagnation of the US dollar had lots of influences on all vacancy all over the world plus it has a lot of negative influence on the export market. With a lower Dollar/Euro, a Rand is worth more. This can be positive for Vogel but also negative. An advantage is a stronger position of the Rand, which can lead to a stable economy. A disadvantage is that a high Rand can lead to less orders from Europe (the products will be more expensive).
With referring to the German customers, the financial risk is low. Generally, German debtors pay within de payment conditions. German customers are loyal en reliable trading partners

Transport risk:
There are stricter transport rules in Germany than in South-Africa. Vogel has to bear in mind that the transport costs can be a lot higher. They have to get insurance for damage and accidents, so the financial part of transport risks will be covered. Generally, transport is very well arranged in Germany.

Market risk:

With entering a new market, there are always a lot of risks. The demand for Vogel furniture can be extremely low, this will mean that Vogel will not be profitable on the German market. With having the right entry strategy, Vogel can decrease this risk. Vogel can also do a lot of marketing activities, to decrease this risk.

The level f competition can be too high for Vogel in Germany. This can mean that Vogel is not able to enter the market at all, because of the competition. This risk can also decrease with having the right entry strategy and doing the right methods of marketing.
A stagnation of market growth is also a risk that we have to considerate. With a financial status like nowadays, this risk can be possible. Forecast predict that the economy will be better in 2010, this means that the demand for furniture will rise, and the furniture market will grow.

Feasibility
If we have a look pure to the German market, Vogel is mostly sure to be succeeded. Although the financial crisis, the furniture market is still doing well. With the right expertise, marketing activities and entry strategy, Vogel will settle on the German market very easy and very quickly. So the conclusion will be that the feasibility of Vogel on the German market is okay.

Still, if we take a look to the experience and professionalism of Vogel the feasibility will be lower. Vogel is not ready yet to enter the German market. The company is not ready to handle the demand of the German market. German customers are demanded and punctual, this will not fit Vogel yet. With this consideration it is difficult to judge about the feasibility. Whenever Vogel is ready to enter the German market totally, they will succeed if they having the right entry and marketing strategies. 
18. Time table and action plan
Vogel has to do the following thing to be succeeded in exporting:

Vogel has not enough knowledge and expertise to start with export right away. First they should get their business running and get more knowledge about marketing strategies, business administration handling financial facts. After that they should learn more about export and export strategies.

Vogel has to find a person or company who can help them with entering the German market. They have to search for a reliable commercial agent or representative person. 
The financial position of Vogel is to low to do an export investment. They should start with finishing their business plan, so they can get some export/ exhibitions fund from the Government (Department of Trade and Industry). Also with their updated and professional business plan they could get some money for investments from banks or other financial companies. 
Vogel has to orientate on representatives or commercial agents to enter the German market. It is important to find someone who can corporate with Vogel perfectly. They could get some help with finding an agent/ representative by getting into contact with the German embassy, or the South-African embassy in Germany.

The German market is regarding to the competitions en price/ quality conditions demanding.
The conditions given to the quality of the products and the punctual delivery our boundary. Through the differentiation strategy, Vogel tries to distinguish itself from the competition. Therefore, Vogel has to focus on his quality standard, delivery conditions and marketing activities.

Time table

1. To start with the action plan, Vogel should hire somebody (for example a new intern) to finish the export plan to get/ search for some fund from the government and/or bank. 

2. The management of Vogel should learn more about business administration and different marketing, export activities. They also should continue the marketing activities on the South African market.

3. After this Vogel should focus on getting a standard quality of his products and find ways how he can decrease his delivery conditions.

4. Vogel has to start for looking for a commercial agent or representative in Germany which can help them further with entering the German market. 
After they found a new intern, they can start their action plan. A new intern can start right away. Taking the process of getting interns into consideration, they will have a new intern probably in January 2010.

This means that they will receive the funds somewhere half 2010 and hopefully they can start their export in 2011. When they start with export in 2011 or later. They should make a new export policy plan. Facts and figures of this plan can be out-dated. New trends, competition and financial figures will arise. 
19. Budget

The costs of exporting for the first year

Exporting can be expensive, and need a huge financial investment. 

Vogel will have the following extra costs with exporting to Germany:

· Personnel costs (R84000 a year + the costs of R23000 a month when they hire a commercial agent)

Extra personnel costs, with having more orders from Germany Vogel need more employers. Not only craft workers (which earn R150 a day) but also persons for (financial) administration (R200 a day) plus the persons who is working on the German market. You can have somebody who will work on commission; the cost will be depended on how much he or she sells. If you pay salary you have to think about €1900 a month (say R20000 a month)

· Transport costs (not sure yet)

Also the transport costs within Germany have to take into consideration. It is not sure if Vogel can work with ‘ex works’

· The costs of marketing and promotion activities. (R40000)

 For example, to have a stand on the exhibitions will cost €300 m2. (This is about R3600). Say that you will participate on two exhibitions with a stand of 5m2 it will cost R32000. Plus the other costs you will have with for example printing the (German) price lists. 

· Extra insurance costs (not sure yet)

The costs of extra insurances that will be needed by exporting, which is dependent on which way you will distribute your goods, and what kind of insurance you take.

Plus the extra time that Vogel will have with working out this export plan, because time is money.

Exporting will cost Vogel the first year an amount about R364.000 (Say €30.000)

The profit of export
Because of the insecurity about the amount of orders Vogel will have in Germany, I cannot give a right answer to this. When Vogel has 10 orders with an order of four chairs per order (this means twenty chairs) the profit will be a bit lower than the profit in South Africa. This because of the fact that they have to pay the commercial agent the arranged fee. 
20. Conclusions
· We are still dealing with the financial crisis and Germany has to suffer a lot. This means that not all financial data is up to date, and will be more negative. The financial forecast for 2010 will be better.
· In normal times, Germany has a stable and strong economy. There are not any external risks when we look to the transportation and logistics, culture, legal and juridical aspects. German customers are loyal and well known about the reliability with payments.

· Vogel has shown a vast improvement in performance from 2008 to 2009 mainly due to increased sales and a better gross profit margin.  In 2008 they invested a lot in labour costs; they hired new employees and worked overtime. The capital owned has improved dramatically as well as the profitability. The company has great potential for further growth with the right investment. 
· The German market was the largest EU market for domestic furniture and was valued at 


€ 18,620 million in 2007.
· Price continues to be the most important determinant for buying furniture, although a recent study by market research specialist Holzmann-Verlag suggests that consumers are returning to quality. This particularly applies to the over-50 consumer group
· In 2007, Germany imported domestic furniture valued at € 7.21 billion, or 2,480 thousand tonnes. This accounted for 20% of all EU imports by value
· Currently design belongs to the most successful sub sector within the creative industry.
· Vogel will have a lot of competition on the German market. In Germany there is a continuous demand for quality. German customers are focused on the best materials and the best quality. The fact that Vogel won awards with his products is one of the plus points in terms of his competitors. 
· With entering the German market, Vogel will use the market development strategy. Because they are entering a new market with an existing product. Because of the products of Vogel, they should choose a transformable positioning.
· The two forces that are the major threat for Vogel are competitive rivalry and the bargaining of the customers.

· Vogel is situated in an open market. New business can enter easily. This means that Vogel can easily enter the German market, but this also counts for the competition. The competition can arise because of this. Therefore he has to make use of the focus/ segmentation strategy. 
· Although the German/ European market is easy to enter. Vogel still needs some help with entering this market. This because of the lack of knowledge in the German business culture and the inexperience with exporting. With this fact, Vogel should think about a commercial agent.
· The risks concerning to finance, transport and market are low, I do not see any problems there for Vogel.

· Vogel needs to find out if their current way of distribution will work for German customers and think about other ways to finance their distribution to the German market.

· Exporting will cost Vogel about R364.000 for the first year. This will be around €30.000.

21. Recommendations
It is extremely hard to start with export the last years. Since 2007, we are living in a world with a financial crisis. Important companies went bankrupted and small companies hardly survive. The trust in the financial world is gone. This means that banks and other financial investors are extremely careful with giving loans, mortgages and investments. For Vogel this means that to start with export to Europe will be enormously risky.

Therefore I recommend that Vogel get his business back on track. After a year where they hardly survived the financial crisis, they are finally doing great. The orders are coming and they are from a bigger amount. 

The financial analysis turned out to be great in comparison with last year. This does not mean that they are so financial healthy that they could do an enormously risky investment. With the money Vogel is earning, they should work on their business; trying to get more customers so Vogel can grow. This means that they can hire more staff and handle more orders. 

When Vogel cleans up his workshop, he will have some room to get some stock. He also should get a small showroom, where he can shows his beautiful furniture. In this showroom he should offer his visitors some drinks (coffee or thee) so they can have a good look to the products, Vogel self can tell something about the products and most important, where potential customers can try the furniture. 

Vogel should continue the marketing activities that have been started. The last month, the orders grew enormously. Due to the marketing activities the brand awareness of Vogel will rise. 

Vogel should start with the Tree planting project (nature conservation) as they wanted. This project will give Vogel a better image, which is also good for the marketing.

With finishing the Business plan, Vogel has to try to get some (exhibition) funds. Not only from the government but also from banks or other (private) financial investors. With a good business plan, Vogel looks like (and will be) a professional family company, this will attracts investors. With the funds or investments they are hopefully getting, they could visit more exhibitions (which is good for the marketing) but they can also make some small investments (like buying a machine that Vogel needed).
Vogel still has not reached the end of the South-African market yet. I think there are much more opportunities on the home market, than they have reached on this moment. 

At the moment that the end of the South-African market is reached and they cannot grow any further on the home market, the should think about expending their products to Namibia and Mozambique. Those markets are much more similar to the South-African market than Germany is. It is closer, so the (financial) risk will be lower and it is just easier to start with. Plus they will get more experience with handling customers from other countries, which will make it easier to export to other countries. When the ends of those markets are reached, they could consider going to Germany.

Although the German market seems to have lot opportunities for Vogel, it still has some difficulties. You can see Germany as one of the gates to Europe, but there are also some pitfalls. 

It will cost a lot of money to export to Germany. Germany is a demanding country. The market fairly difficult because of the exclusivity and the demand of Vogel to stay exclusive. The Germans also have a different (business culture) than South-Africa. I think the main intercultural clashes will rise with the fact that the German culture is very punctual.

Another point that should be taken into consideration is that Vogel cannot enter the German market, they need some help from a commercial agent/distributor or representative. This will cost Vogel a lot of money (in terms of salary). I do not know if Vogel is able to handle this costs.
When Vogel is ready for export within a few years, they should make a new export policy plan.

Sources

www.south-guild.co.za
www.dti.gov.za
www.evd.nl
www.cbi.eu
http://www.hdh-ev.de/english/pr/designtrends.html
http://www.kwintessential.co.uk/etiquette/doing-business-germany.html
http://www.german-business-portal.info
http://en.wikipedia.org/wiki/Transport_in_Germany#International_freight_trains 
http://en.wikipedia.org/wiki/File:Porters_five_forces.PNG 

Appendix
Pricelist of Vogel products
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Vogel

Vogel retail price list

All prices include Vat.
Trade prices are retail less 15%
Timbers used are kiaat, African walnut and white wenge.

Cord colours used, olive green, litchen lime, granite grey, steel blue, oak, cuckoo brown,
gazelle copper and dark brown.
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Kiaat
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 - Financial facts
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Confrontation matrix
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‘Awarded in design excellence

Timeless products

‘Already many customers on the
South Africa market

31

Designer can make customer
demanded products

Vogel is already experienced with
exporting overseas, this means
also that they are familiar with
doing business with other cultures.

The quality. price, market and
customers are already there.

Updated website, which attracts a
lot of new customers to Vogel
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