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Motivation

This business idea came up due to a personal experience when | moved to Riga, Latvia at the

beginning of 2016.

One of the products that first caught my attention when | first came to Latvia was Laima
chocolate. Laima isa company with the perfect level of availability because their products can
be found in most supermarkets, and also it offers an extremely wide range of products and
formats with very different characteristics, but each one of them has the distinguishing Laima

brand.

The perception | got of Laima aftera few days after arriving Rigawas elaborate (meaning good

quality and thoroughness), reliable and affordable.

Far from being only a “first impression”, as the weeks went by, this image of trustworthiness
continued, and | could seethat that the same feeling happens amongthelocalsthat have known
Laima since theirchildhood. That is why Laima seemed as an interesting brand for exporting it
to the Spanish market, where people aren’tlooking only forlow prices but they care aboutthe

reliability and quality of products.

In addition, when | talked about Laima chocolate to my friends and family in Spain, l usually got
the same comment: “Oh, is it Latvian chocolate good or something like that?” (my answer was
alwaysthe same: “not Latvian chocolate in general; but Laima chocolate, yes it is”). That made
me realize that Spanish people doesn’t know that much about Latvia and if they are told that
Latvian chocolate is good, they will believe it. In addition, Laima is genuinely good quality and

the company offers flavors that | barely have seenin Spain (popping strawberry, popcorn...).

This translates into a business opportunity which consists on exporting Laima products to Spain.


http://www.linguee.es/ingles-espanol/traduccion/thoroughness.html
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Executive Summary

The aim of this document is to develop a business plan for a distribution company located in
Spain called Eurosystems, whoseintention is to purchase products from a Latvian confectionary

company called Laimaand exportthose products tothe Spanish market.

The products exported will be two chocolate bar selections: Tagad selection and Gourmet
selection. First one is targeting a young and familiar customer who is seeking a day to day
product, while the second one is targeting a more mature customer who wants to treat himself

or otherperson with a good quality imported chocolate bar.

The product will first penetrate the market throughintensive (supermarketsand hypermarkets)
and selective (delicatessen shops) distribution, and from the 21 month Eurosystems will also

use exclusivedistribution by opening a new Laimashopin Madrid capital city.

Eurosystems aims to keep Laima’s brand image, packaging as well as its philosophy during every
stage of the project and every aspect of the business, in special the promotion strategy and

publicmessage.
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1. Introduction: about Laima

Laima is the largest producer of confectionery in Latvia and one of the few chocolate
manufacturers in Europe where full production process is ensured, from raw material (african
cocoa) to final product.

The company started its activity in 1870, and currently employs more than 600 workers, all of
them with stable and high quality employment. Laima’s goal is to satisfy costumer’s needs; in
order to reach it, the company maintains old skills and recipes are supplemented by
contemporary production methods.

One of the mostimportant company’sdistinction elementsis the meticulous production process
that Laima uses. Laima’s manufacturing is based on total quality management, that’s why it uses
the highest quality cocoa beans from Africa, they are specially roasted, ground and tempered to
getthe unique taste of Laima chocolate.

The variety of products that Laima offersis wide, and is continually expanding nowadays.
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1.1 Company products:
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Chocolate boxes

Chocolate bars
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Candies

Zephyr
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Marmalade
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Fruitsin chocolate

Biscuits

Wafer cakes
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Cocoa products
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1.2 Company brands

One of the branding strategies that Laima usesis “Umbrellabranding”, also known as the
“Family branding”. Umbrella branding is a marketing practice which involves selling many
related products underasingle brand name. That allows the company to increase market
share, enhance marketability of the products and make individual marketing campaigns for
targeting different types of costumers.

Laima’sindividualbrands are eleven:

- Laima:

g[?ﬂil’l’lﬂ. Laima isthe most traditional Laima brand, and also the most successful. Itis
based on skillful employees and old production traditions (around 1870s).

- Laima exclusive:

Sweets of Laima Exclusive series are the finest and most unique Laima E e 1870
products. They are made entirely by the professionals of Laima and each

componentis carefully selected. Italsoincludes some health-friendly sweets.

0 L) ey
\ .
Frndlreacve

- Fantazija:

e g Fantazija selection is the most creative and surprising. The recipe of
l\" chocolates combines the world's experience in making top-quality
chocolates with the desire to surprise Laima sweets lovers with novelties and new forms of

candy.

- Serenade:

Serenade is the only of Laima classical chocolates with the recipe exclusively owned by Laima,
and it has been among the most popular Laima sweets for a long time. A

e '€ _ SERENADE
Continuing the tradition, Serenade sweets are made by the same

ingredients used for making the veryfirstoriginal Serenade (backin 1937).
- Vaverite:
Candies Vaverite are produced at Laima factory accordingto an ancientand
W popularrecipe. The most usedingredients are crumbled hazelnuts and
gentle praline, that’swhy its special featureis that Candies Vaverite have the taste and scent
of childhood.


http://www.marketing91.com/characteristics-of-a-good-brand-name/
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- Selga:
Selgaselectionincludes classicangular biscuits and arecent addition: crispy
waffles. They come in different sizes and tastes likeirish cream,
chocolate, condensed milk, etc. which make them adapt perfectly for
differentsituations.

- Lukss:

Lukssis a luxurious series thatincludes dark chocolate bars and boxes of
chocolate designed foran adult costumer.

- Prozit:

Prozit sweets combines chocolate sweetness and the taste of various
ligueursthat has been part of Latvian festivities for decades.

- Maigums:
Maigums are also one of the most characteristicand successful Laima
&’%‘ sweets. The innerpartis composed of Zephyr Maigums, while the
exteriorisathin chocolate coating. Maigums comes in different flavours,

all of them are soft and melting sweets

- Mammas:
Mammas biscuits emulate mum's hand-made biscuits using plain and natural “,m“", ﬁ
ingredients like pure country butter, pieces of dark chocolate, cocoa, cashew i [ll
nuts and cinnamon.

- Ekstra:

ﬁstrﬂ These are everyday products at a friendlier price, maintaining Laima high
standards at the same time.

10
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2. Business summary and businessidea

Eurosystemsis a distribution company which aims to export Laima chocolate barsto Spain.
The company Eurosystems has decided to bring Laima to the Spanish market through two
chocolate selections. The first one is the Gourmet selection, that focus its competitive
differentiation on been a high quality imported chocolate from Latvia, while the second one is
Tagad selection, a chocolate bar collection with a wide and original range of flavors and a fun
and freshimage.

The company will follow three distribution strategies simultaneously:

- Intensive distribution: the two selections will be available in the chocolate bars section
of Carrefour hypermarkets and El Corte Inglés Supermarkets all over Spain.

- Selective distribution: the two selections will be available in delicatessen retailers
locatedin main Spanishcities.

- Exclusive distribution: 21 months afterintensive and selective distribution start, asingle
Laima shop will be openin Madrid capital city.

Both of the selections are distributed through supermarkets, hypermarkets but delicatessen
shops will only sell Gourmet selection, leaving a much wider product range to Laima shopin
Madrid.

Logistictask from picking up the commoditiesin Latvia to leavingthem in Spanish logistic center
will be responsibility of an outsourced logisticcompany.

One of the mostimportant points that Eurosystems wants to make clearis itsaim to maintaining
Laima’s brand image, philosophy and aesthetics as well as selling the product under Laima’s
signature brand.

This business idea came up as a combination of the continuous recovery of the Spanish
economy, which makes the right time of this type of inversion, Laima’s aim to expand and
strengthen all over Europe to become a reference brand outside the Baltics and the belief that
Spanish market will respond extremely well to what Laima brand offers.

11
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3. PESTLE analysis:

The following Pestle analysis describes a general framework of factors which affect the
companies in the Spanish market. As its name indicates, the factors under study in Pestle
analysis are political, economic, social, technological, legal and environmental factors.

3.1 Politicand legal factors:

First, it’s important to mention that current Spanish government situation is unstable and
unpredictable. After many years having numerous politic corruption scandals and a strong
bipartisanship, no political party won majority of the votes last elections on December 2015.

The Index Corruption Perceptions in the public sector in Spain has been 58 points, which was
placed in the position 36 of the 167 published in this ranking, so it occupies one of the top
positions.

Two months after the most fragmented election in recent history, a clear government has yet
to take shape. The Socialist Workers’ Party (PSOE) —the runner-up in December’s election—is
beginningto build supportto form a governmentand, in February, PSOE inked a coalition deal
with the newcomer Citizens. However, the alliance falls short of a majorityin parliamentandit
is not known whether PSOE’s leader, Pedro Sanchez, can pass the 2 March vote of confidence
for Prime Minister. Nowadays, more than three months have passed afterthese elections, and
none of them managed to make a coalition agreement, so Spain has a provisional government
until the situationis resolved. This fact causes uncertainty about the future government policy
and possible changes on employment laws.

Fromlastfive years, employmentlaws and policy in Spain has been focused on creatingjobs and
stimulating national economy. Government trusts on small and medium companies as the key
to success, that’s why since last labor reform in 2012, the amount of paperwork necessary to
start a business has decrease strongly, as well as the difficulty to firing and hiring company staff.
After almost four years since the labor reform started, it can be said that it’s been relatively
successful. Employment rate hasincreased but conditions forthe workerare worse now. Spain
takes the 332 position of the 189 countries that make up this ranking in “Doing Business”, which
ranks countries according to the easiness that offerto do business.

Main actions taken due to 2012 labor reform
Lowerfiring compensations
Easiertemporary employment hiring

Lower constitution fees forentrepreneurs

Constitution paperwork reduction fornew companies

Shop regulations:

12
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Food shops policies and regulations are directly depending on the autonomous region where
they are located. In this case, Eurosystem’s activity as an independent shop will be located in
Madrid and its commercial activity will consist on selling packaged products.

Retail store regulations:

Once Eurosystems has deliver Laima products to retail stores, regulations and policies will be
responsibility of that retail store.

Laima as a part of a supermarket:

Once Eurosystems has deliver Laima products to supermarkets and hypermarkets, regulations
and policies will be responsibility of that supermarket.

13
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3.2 Economic factors:

Due to the importance of the economicfactor, the following analysisis divided in three sections.
First, an international frame; after that, a smaller European analysis and finally an exhaustive
analysis of Spanish economy, where this business willtake place.

3.2.1 European frame

European economy recoveryis slow but steady, after 15% decrease of industrial production and
employment in 2013, European economy touched bottom. However, the economic situation
improved to the pointthat Euro zone stoppedits recessionin the second quarter of 2013 with
a total economicgrowth of 0.3%, and 2014 and 2015 presented continuous growth signs. Gross
domestic product (GDP) exceeded expectations in 2014 increasing by 1.4%, and continued to
grow in 2015 reaching 1.9%. The following chart shows GDP behavior peryearsince 2006.

European union GDP annual growth rate

L)

20086 2008 2010 2012 2014 2016

3.2.2 Spanish frame
Overall economic situation

During last months, Spanish economy has reaped the rewards of its economic politics,
consistency and hard work since 2012. For 2016, IMF (International Monetary Fund) ispredicting
that Spain’s economy will expand at aslower pace of 1.8%.

Aldo unemployment remains the dark spot on Spain’s record, a robust economic recovery is
projected to continue during 2016 and 2017. Low borrowing rates for businesses and
households will also continue to provide support togetherwith the fiscal stance. These factors,
togetherwith several structural reforms, are increasing business confidence.

Nowadays, publicdebt remains high but economicgrowth is setting, so Spanish governmentis
reducing the deficit but also implementing some product market reforms and increasing
innovation are necessary toincrease economy’s situation.

14
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For private domestic demand, main indicators of demand for durable goods and services
suggest that household consumption expenses remained stable during 2013 and began
to progress since that year due to the increase of families’ income.

Spanish GDP annual growth rate

4 1

s A3
2007 2008 2009 2010 201 2012 2013 2014 2015

Fuente: INE. EL PAis

Spanish HDI (Human
Development Index), which
is an indicator that United
Nations use to measure the

Indice de Développement
Humain (IDH)

progress of a COUntry, was .[0459&0.944]
0.876 pointsin 2014, which | ) o

. [0.807-0.853(
stood at 26th place of the Bl 07620070

[0.716-0.762[

table of 187 countries
published.

Absence de données

Human DevelopmentIndexin Europe

Source: www.elpais.com

Regarding the labor market, unemployment decreases but at the same time there is not as
much employment creation as wanted.

Minimum wage (€ permonth):

15
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Source: Spanish employmentand Social Security Ministry
Household spending evolution:

Average household spending in 2014 was 27,038 euros, 0’'5% more than 2013 if price effectis
removed (and 0'2%

55 | 47 Household spending rate evolution less than in 2013
35 considering  price
5 1.7 effects). 2014 was
15 | - 0.5 . .
o5 : __mmm the first year in
“ o 02 which Spain
25 | 25 | reached a positive
45 | 3.8 40 -3,8 37 rate since 2007. The
| -48 51 46 .
65 ' average spending
r~ ==} Per) (=3 — o} =
= S S S g 3 = per person

increased 0.6% over
the previous year.
@ Tasa de variacion anual W Tasa de variacion anual {constantes) Meanwhile, the
total household spending of all residents in Spain, measured in current terms, increased by

0.3%.

The distribution of this household spendingin 2014 dependingonthe area where its spending
on, is the following.

16
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Average household Percentage distribution

Spending area

spending (euros) (%)
Food and non-alcoholicdrinks 4026 14
Alcoholicdrinks and tobacco 510 1.9
Clothingand footwear 1376 5.1
Housing, water, electricity and fuels 8747 32.4
Furniture, equipment and other 1100 a1

expenses house related

Health 955 3.5
Transportation 3227 11.9
Comunications 793 2.9
Leisuretime 1533 5.7
Education 369 1.4
Othergoods and services 2334 7.6

I
TOTAL 27 038 100
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Household spendingin 2014 Vs 2008

Education

Alcoholin drinks and tobacco
Communications

Health

Furniture

Clothing and footwear
Leisure time

Other good services

Hotels, cafes and restaurants
Transport

Food and non alcoholic drinks
Housing

o
(6]
=
o
[y
(9]
N
o
N
(9]
w
o

35

= 2014 = 2008

As it can be seen, food and non-alcoholicdrinks are the second area where Spanish peopleare
spending more money (after housing, water, electricity and fuels). Comparing the amount of

euros spent on food and non-alcoholic drinks in 2014 to 2008 (before the economic crisis
started) it concludes that nowadays the spendingis only 0.5% lower than in 2008, a slight
decrease that proves that food and non-alcoholic drinks are essential and primary goods for

Spanish market.

When it comesto snacking, the most successful product that Spanish people likesto consume is

chocolate, that way Spain places above European average, where the most consumed snack is

fruit.

Snack preference between Spanish consumers:

m CHOCOLATE m

70%

60%

50%

40%

30%

20%

10%

0%

SPAIN

FRUI ™, COOKIES W CHIPS

62%

61%

. EU AVERAGE
Source: Nielsen
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Economic situation of chocolate and cocoa products industry in Spain

Cocoa production and chocolate industry in Spain experienced 1.9% increase in 2014, with
259050 tons produced, which continued in 2015. The mostimportant productis cocoa powder,
with 131080 tons and more than 390 million euros. Second most important product is cocoa
preparations of less than 2 kilos, with 91,950 tons, followed by cocoa paste and cocoa butter,
cocoa fat and cocoa oil.

Specifyingcocoa products, chocolate bars reached the 66,400 tons, with avalue of 254.1 million
euros, chocolates production was around 8,580 tons and 64 million euros, and otherchocolate
products accounted 22,750 tons and 91.6 million euros.

The main offer for the domestic market of chocolates and cocoa products are chocolate bars,
with an average annual increases of 2%. Below that are the chocolates and truffles, hot
chocolates, countlines, soluble cocoa other cocoa products.

PRODUCTION VALUE (MM EUROS)

Cocoa butter

Chocolatebars

Solublecocoa

Chocolate
candies and
truffles

Sy

" Hot chocolate

19
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Local production

Due to the weather conditions are not adequate, Spain doesn’t have any cocoa cultivation, so
the main raw material for chocolate productionmust be imported. The leading cocoa producing
countriesaround the world are Ivory Coast (38%), Ghana (19%), Indonesia(13%), Nigeria (5%),
Brazil (5%), Cameroon (5%), Ecuador (4%) and Malaysia (1%).Around 90000 tons of cocoa beans
enterinSpain everyyear, which are processed to produce the final products.

Chocolate and cocoa products imports reached the 117,760 tons in 2015 with an increase of
3.7% compared to 2014.

Given its volume, the main Chocolate and cocoa products imports

distribution by country in Spain, 2015 (x10° FOB

items imported chocolates
usD)

are unfilled (25,010 tons),

ready to drink (16,070 United Kingdom '

tons), spreadable paste Switzerland 1
(14,560 tons), filled Austria !
chocolates (11,210 tons) Netherlands 4
and chocolates (10,680 Belgium 4
Italy 1

tons). France is the main
supplier, with 39.4% of the
total, followed by Germany
(25.1%), ltaly (9.5%), the
Netherlands and Belgium. Regarding to exports, 62,120 tons of chocolate and cocoa products
were exported, 2.3% more than in the previous year. The main markets are France (27.1% of
total), Portugal (15.8%), Germany (13.2%), Italy (7.3%) and Belgium (6.6%).

Germany L

France !

0 20 40 60 80 100 120 140
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3.3 Social factors
Overall demographic situation and current trend

Spain, with around 47 000 000 inhabitants, is the fifth most populous country in the Europe.

However, its population density (92 inhabitants per km? according to Statics National Institute)
islowerthanthat of most other Western European countries.

Population comparison between Spain, France, Germany and Latvia
(x10° habitants)

SPAIN FRANCE GERMANY LATVIA

Source: self-elaboration

Its general demographic radiography reveals that both sex male and female are equally
distributed and around 10% of the residents are inmigrants.

. Population in 2015 Variation from 2014
Residents (persons) % of total (%)
Men 22.807.603 49,13 -0,08
Woman 23.615.461 50,87 -0,03
Spanish 41.996.253 90,46 0,00
Non-spanish 4.426.811 9,54 -0,62
TOTAL 46.423.064 100 -0,06
Eurrently, ?pinislh pOF’U';tiOE Birth evolution in Spain (1975-2012)
as one of the lowest birt
rate of the first-world i e
countries. This fact s PO e
explained by the social and 600.000
economicand cultural rights 550,000 T [
in recent decades: Spanish 2 . s
economic recession spedally ;:% i Veslesr
affects to young adults T- 128
between 20 and 35 years, o -
350000 ab

causing an unemployment
rate of 40%. The late age of 300000 - - NN ' s

marriage and late
emancipation are important factors too; Number of births
couples don’t have kids unless they have stabilized their Birthrate

personal, economicand professional situation.

21
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Life expectancy evolutionin Spain

88 In addition, Spanish life expectancy keeps
Be growingevery yeartothe pointthatin 2014
:; / it reached 83’3 years. According to INE, life
o 80 i expectancy has grown since 2001 at an
< 78 - — : annual rate of 0.2 years. By sex, difference
Zj’ o remains in the incidence of mortality,
72 C e w e w w s w ow where the life expectancy in womenis more
1881 1923 1985 1907 19€2 2DD1M2eJ;13 20056 2007 2006 2011 2013 than Sixyears Of men.
e \\/OMen
Population pyramid

Demographicstructure analysis consists of the study of sex characteristics, age, socio-economic
activity and education of the population. The structure of the Spanish population has been
changing due to the socioeconomicframe and migration movements.

Sex

Spanish female populationis bigger than male population although currently more boys are
born than girls. Femininity rate (percentage of women over men) increases considerably in the
age groups above 60 years. That’s because women life expectancy is higherin 6years.

As a fact, in urban areas the number of women s higherthan men, whileinrural areas it isthe
opposite, due towomen trend to migrate to the city causing deficitin rural areas.

Age

Spanish population pyramid in 2015

Male Female

Probably the most important fact
regarding Spanish demography is
that its structure is aging. In the
pyramid a strong widening appears
in the generations between 30 and
50 years, but with a noticeable
weakness in the base,
correspondingto groups bornin the
last 15 years.

3 24 18 12 0.6 0 0 0.6 1.2 18 24 3

Population (in millions) Age Group Population (in millions)
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In a balanced structure, there must
be more generations of young adults
than older adults. This
decompensation in Spanish
population pyramid is expected to
increase, again due toits aging trend.
In 1996 the population over 65 years
was 15% and now this percentage
has increased, reaching 18% in some
regionssuch as Castillay Ledn.

Socioeconomic Activity
- Active population

The active population of a country is the number of people who have joined the labor market.
Spanish active population has grown faster than the population because of several factors, such
as the immigrants and the increase of womeninthe workplace.

- Non-active population

As it’s explained in the economic analysis, the current unemployment rate is around 22%.
Analyzing social groups, unemployment affects mostly to young people seeking their first job
and people over45. Also, unemploymentis much higherin womenthanin men.

Education

Since the last third of the twentieth century, education between Spanish population has greatly

increased. Women have strongly increased their education levels, to the point that currently
theyare higherthanmen'’s.

Population density

Spain now has 92 habitants perkm?, but this numberdoesn’trepresent the strongimbalances,
there are areas where the density exceeds 500 habitants perkm?and otherdepopulated areas
with 20 habitants perkm?.

As it can be seen in the map below, Madrid and coast areas are more densely populated. The
autonomous regions where the density is over 140 habitants per km?2 are Catalonia, Valenda,
the Baleariclslands, Basque Country, Canary Islands and Madrid. The autonomous regions with
average density are Galicia, Andalusia, Navarra and Rioja. The rest of them have a low density
and are located in the interior, they are Castilla la Mancha, Castilla y Ledn, Aragon and
Extremadura.
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While the Interior presents serious problems of depopul ation, Madrid regionis a special case of
study. It is the fourth largest metropolitan area in Europe and Madrid capital city has a
population of 3,293,601 inhabitants and a population density of 5334’77 inhabitants perkm?2. It
isalso the richest Spanish city and its economy keeps growing every year.
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Population density choropleth map of Spain.

Source: www.auladehistoria.org
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3.4 Technological factors
R+D

Spain also boasts one of the largest mobile markets in Europe, and the sector is highly
competitive with the presence of leading telephone service companies. The country has well-
established 4G networks and broadband penetration is on par with the EU average. e The low
level of innovation in Spain is reflected by the low number of patents registered. The country
managed only 711 patents in 2013, compared to France and Germany, which registered 6,083
and 15,498 patents respectively.

R+D (research and development)level in Spain puts this country in anintermediate-low position
compared to Europe, with a comparable number of innovative companies around 34 per 100,
comparedto 49 100 inthe EU-28 and 67 100 in Germany, and it catches the attention that most
part of the innovations are only technologic. Inaddition, Spain has experiment asharp decline
of innovative companies in the past years, especially those engaged in technological innovation,
from 30,000 in 2009 to 16,000 in 2013. This decrease, caused by thecrisis,is visible inall sectors.

Internet

The following picture indicates the rate of penetration of different communication media in
Spainaccordingto 2015 data. As can be seen, the media throughwhich the viewer receives most
of the informationisthe television, followed by exterioradvertising (which is the one that take
place in public spaces and is directed to an undetermined public. It consists of posters,
billboards, neonsigns, publictransport, etc.). Internet takes third place, but this media may be
probably the most important one due to the quick growth experiencedin recent years. In the
las positions are the radio, magazinesand newspapers.

TELEVISION EXTERIOR INTERNET RADIO MAGAZINES NEWSPAPER
~ ~==c 5
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£8,3% 64,3% 60,1% 38.5%

Source: self-elaboration from Digital marketing Google course online

Since ADSL flat rates launch in 2005, internet penetration in Spanish homes has grown
enormously, from 19 millions of usersin thatyearto 35 millions of usersin 2016.
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Internet users evolution in Spain

33 (millions of users) —
32,05 Spanish internetuser

32 31,22

31 *More than 30 million users

30 e Age 14 - 45

29 e Medium-high class

)8 ¢ With academicformation

»? 26,9  Main hobbies: sports, art,
travelling

26

2010 2011 2012 2013 2014 2015 * Daily accessto internet

Source: self-elaboration from Digital marketing Google course online

Also, it should be noted the high smartphone penetration in Spain and the good position that
Spain has regarding smartphone penetration compared to the rest of Europe, stimulating that
way the mobile commerce (also called m-commerce)

Smartphone penetrationin Europe, US and

Canada (% population)
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3.5 Environmental factors
General frame

Spain is a world leader in biodiversity, enjoying exceptional natural capital which must be
preserved and, therefore, known. Thanks to geographicpositions of the peninsulaand our two
archipelagos, we have four of the nine biogeographicregions and three of the five marine
regions of the European Union. Because of this, in 2014 Spain was the country with the most
land surface in the Natura 2000 Network with 18.9%, followed by France (10.0%). It was also the
second country interms of marine surface in the network, with a total 22.5%, behind the United
Kingdom (23.3%).

Environment Spanish legislation has experienced an important evolution, and some of the
autonomous communities are implementing very advanced politics. However, energy and water
consumption are too high nowadays, and also CO2 emissions and urban waste production.

Society is more and more conscious of the importance of air quality and that its deterioration
directly affects people's quality of life and that of ecosystems. The exceeding of the legal
amountsforNO2, groundlevel ozone and particulate matteralso constitutesa challengein this
respect. However, average air quality in Spain offers signs of improvement, according to data
compiledinthe Profile, in great measure thanks to the development of the National Plan for Air
Quality and Atmosphere Protection 2013-2016, which allows for the Ministry of Agriculture,
Food and Environment to providethe impulseforactionin relation to air quality, to complement
action plans approved by other public administrations. Emissions for all the principal
atmosphericpollutant gasses considered (S02, NOx y NH3, COVNM, CO and CH4 ) have been
reduced except NH3. Following this line, primary particle emissions, one of the most dangerous
pollutants for human health, was also reduced in Spain by more than 32% between 2000 and
2013.

The energy intensity of Spanish economyis less than that of the EU-28. In 2013, Spain was the
country in Europe with the seventh-lowest intensity, and we are getting away from economic
growth of consumption of resources. Domestic waste generation has on balance been positive,
with the 449 kg of waste per inhabitant generatedin Spain placing us at fourteenth among the
EU-28 in 2013. The Waste Prevention Programme and the State Waste Management Framework
Planare instrumentsthat have allowedrecovery and recycling rate of packaging wasteto exceed
established objectives.

The cocoa problem

It’s a fact that global demand for cocoa is growing. Assuming 2% annual growth, a significant
increase of 30% for 2020 can be expected. But while demand is increasing, farm yields have
more and more difficulties to produce cocoa due to several factors that are causing damage and
eventually could affectthe chocolate industy:

- The production conditions. Most farmers use outdated farming methods and have
difficultyplanting new trees, so the old trees have already passedtheir peak production.
These difficulties resultin low productivity and incomes, which meanthatfarmers often
lack education and financing toimprove their skills.
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- The price. On average, the farmer only receives around 5% of final product value, that
isa really small amount compared to 70% that the company keeps.

- The hopelessfuture. Because of that, many cocoa farmers are abandoning the industry.
Also, there are more than five million cocoafarmers worldwide, most part of themare
workingin remote parts of West Africa, Asiaand America, which makes it very difficult
to make industry-wide changes

Some of the strategies proposed by foundations and big companies such as Mars Incorporated
or Lindtare based on:

- Giving farmers education and access to more modern and sustainable agricultural
practices

- Generalizing cocoasuply certifications amongthe companies.

- Improving potable wateravailability of in cocoa-producing regions.

Packaging

When it comes to cocoa products, the packagingis absolutely necessary to stop greasy cocoa
butter from migratingfromthe inside of the package to the outside. The options for producing
a wrapped chocolate barare eithera foil+papercombination orasealed plasticenvelope.

- Foil+paper:thisoptionis moreexpensive and usually usedas a higher quality packaging.
Aluminum foilis made by rolling pure aluminum metal into very thin sheets, it provides
a barrier to moisture, air, odors, light, and microorganisms but although aluminum is
easily recyclable, foils cannot be made from recycled aluminum without pinhole
formationinthe sheets.

- Laminates and metallized films. Lamination of packaging involves the binding of
aluminum foil to paperorplasticfilmtoimprove barrier properties.

- Thin gauges facilitate application. Although lamination to plastic enables heat
sealability, the seal does not completely bar moisture and air. Because laminated
aluminumisrelatively expensive, itis typically used to package high valuefoods such as
dried soups, herbs, and spices.

- Aless expensive alternative to laminated packaging is metallized film. Metallized films
are plastics containing a thin layer of aluminum metal. These films have improved
barrier properties to moisture, oils, air, and odors, and the highly reflective surface of
the aluminum is attractive to consumers. More flexible than laminated films, metallized
films are mainly used to package snacks. Although the individual components of
laminates and metallized films are technically recyclable, the difficulty in sorting and
separating the material precludes economically feasible recycling.
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3.6 Pestle analysis indicators:

Political and legal indicators

Public spending 2014
Education spending 2012
Health spending 2013
Defense spending 2014
Corruption index*

* One of the most corrupt countries 2015

in Europe, along with Greece

Economicindicators

GDP 2015
GDP Per Capita 2015
Debt 2015
Debt (%PIB) 2015
Debt Per Capita 2015
Deficit 2015
Deficit (%PIB) 2015
Position in competitiveness

2016
ranking
Unemployed population IV Trim 2015
Unemployement rate IV Trim 2015
Minimun salary 2016
Medium salary 2014
General CPI March 2016
Exports 2015
Exports % PIB 2015
Imports 2015
Imports % PIB 2015

Socio-demography indicators

Population 2015
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463.041 M.€

46.789,6 M.£€

64.918,2 M.€

9.589,6 M.€

58

1.081.190 M.€

23.300€
1.072.183 M.€
99,20%
23.042 €
-56.608 M.€
-5,24%

332

4.780 m.
20,9%
655 €

26.162€
-0,8%

255.441,0 M.€
23,49%

281.298,0 M.€
25,78%

46.449.565
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Population density 2015
Global peace ranking 2015
Birth rate 2014
Mortality rate 2014
Life expectancy 2014
% Poverty risk 2014

Technological indicators

Internet conexion speed 2015
Daily time spenton internet 2015
Daily time spenton tv 2015
Internet penetration ranking in

2015
Europe
Smartphone penetration

2015

ranking in Europe

Environmental indicators

Petroleum consumption (%) 2014
Nuclearenergy production (%) 2013
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212
9,20%
8,50%
83,30
22,2%

5,1 Mbps
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2h 25’
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3.7 Pestle analysis summary table:
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Highly Highly
Adverse | Indifferent | Positive .
adverse positive
e Government instability X
__ | ® General employment policies X
2
=|* Hiring / firing easiness X
©
= | * Administrative paperwork X
8
e Legal handicaps forfood X
companies
e Currenteconomicsituation X
e Overall economicprogress (last5 X
years)
* Economicforecasts X
L
€ -
6 | ® Publicdebt X
[
S
w | e Spanish GDP evolution X
e Importance of the food sector X
e Economicsituation of chocolate X
and cocoa productsindustry
e Populationaging X
—= | ® Lowbirthrate X
8
Vv | e Heterogeneous population X
distribution
¢ R+D position X
' | * Smartphone and Social Networks
= X
3| use
2
S | * Overall digitalsituation X
2
e Digital trend and forecasts X
= Renewableenergy world position X
Q
§ *Pollution X
2
Z | *Ambiental policies X
w

31




U
FACULTY OF

® ENGINEERING ECONOMICS
y AND MANAGEMENT

N

Laima Products Distribution Company

Business Plan

3.8 Pestle analysis conclusions

In conclusion, the economiccrisis that beganin 2008 has had a huge impacton every aspect of
Spanish current external frame. On the one hand, economic situation is not completely
recoveredyetbutin the other hand, Spanish economy has reaped the rewards of its economic
politics, consistency and hard work since 2012. For example, current employment politics
encourage the creation of new businesses and jobs, and Spanish economy shows a lot of
improvement. At the same time, economicrecession alsocaused adecreasein birth rate, added
to the life expectancy increase population, soitled toan aging population.
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4 Market analysis

4.1 Market descriptionand size

From the point of view of marketing, the market is made up of all current and potential
consumers of a product. Therefore, the size of amarketis related to the number of buyers that
should exist fora particular offer.

Demand

During 2014, Spanish population consumed 163,6 million kgand spent 1073,4 million euros on
chocolate and cocoa products. In per capita terms, 3.7 kilos and 23.9 euros was consumed and
spentperpersonin2014.

The following table represents the consumption and spending that Spanish households have
made in chocolate and cocoa products in 2014. The chocolate and cocoa products have been
classifiedinto seven groups:

Chocolate products, which are divided into chocolate bars and other chocolates (which
referstootherproducts made only of thisingredient, such as chocolate figures).
Chocolate nougat.

Confectionary chocolates.

Chocolate snacks.

Soluble cocoa.

Cocoa butter.
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Chocolate and cocoa products consumption and spendingin Spanish homesin 2014

Consumption Spending
Total Per capita Total Percapita
(x10° kg) (kg) (x10° €) (€)
Chocolate products 55.4 1.2 417.2 9.3
Chocolate bars 47.4 1.1 350.3 7.8
With milk 29.4 0.7 200.6 4.5
Dark 18 0.4 149.7 33
With almonds 6.1 0.1 52.9 1.2
Otherchocolates 41.3 0.9 297.3 6.6
Chocolate nougat 8.0 0.2 66.9 1.5
Other chocolate and
cocoa products 108.2 2.4 656.2 14.6
Confectionary
chocolates 8.7 0.2 138.4 3.1
Chocolate snacks 11.7 0.3 130.0 2.9
Soluble cocoa 58.8 1.3 262.1 5.8
Normal 57.3 1.3 245.6 5.5
Light 1.5 0.0 16.5 0.4
Cocoa butter 19.2 0.4 96.7 2.2

Source: self-elaboration from “Alimentation in Spain by sectors — Chocolate and cocoa
products” Mercasa.

Asit can be seeninthe previoustable, the most consumed productis soluble cocoa (on average
one person consumed 1.3kg during 2014), butit’s notthe one where the peopleinvest morein.
Soluble cocoais followedby chocolate bars, with aconsumption of 1.1 kilos per person.In terms
of spending, the soluble cocoa accounts for 24.3% of spending, with a total of 5.8 euros per
person, whilethe chocolates bars have a percentage of 32.6% and atotal of 7.8 euros per person
ayear.
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Consumption (x106 kg) and spending (x10%€) on chocolate and cocoa
productsin Spain, 2014

400
300
200
3 )
0 - - -
Choc. bars Other Choc. Conf. Choc. Soluble Cocoa
chocolates nougat chocolates  snacks cocoa butter

B Total consumption  ® Total spending

Source: self-elaboration from previous table

Seasonaldemand

Seasonal events drive chocolate sales. In Spainthe higher percentage of consumptionis during
Christmas season (December and January), unlike the consumption peak according to global
trend, whichis during Easter season (March — April); while the lowest consumption rate occurs
during the hottest months in summer season (July — August). Some of the reasons for this
fluctuatingdemand are:

- Weatherconditionsinthe country. The temperature in Spain during the months of July
and August is generally high, which makes it more difficult to transport and distribute
the product without damage.

- Cultural factors. As a general rule, is more traditional consuming confectionery and
chocolate products during Christmas holidays, hot chocolate during the cold months,
etc.

Besides Christmas peak, there is also some other festivities thatincrease chocolate sells, such as
Saint Valentine’s day in February, Mother’s day in May, Semana Santa in March or the
increasingly trendy Halloween in October.

The graphicbelow represents chocolate consumption in percentage during 2014. It can be seen
the higher demand on Christmas season.
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Source: self-elaboration from The trends that could transform the chocolate industry, KPMG.
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4.1.1 Chocolate customers

The following chart shows chocolate and cocoa products depending on the customer profile
consumption (according to 2014 statistics). The client has been divided depending on their age,
economicstatus, job situation and household situation.

Chocolate and cocoa products consumption desviation from national
average (%)

m>64
-3,5 = 50-64
35-49
4,8 &
15-35 [0
-12,3
6-15
15,8
14,5 <6
16.5 B Medium-high class
! m
7,7 Medium class 9 8
@ 3
I2,8 Medium-low class c S
4 —
-28,4 Low class o
r2,7 ® Employed 5
L6 m Unemployed
25,1
Independant young adults
-10,2
Young couples without children
-14,7 o)
M Couples with young children S
@
® Couples with grown children 3
o
-10,5 M Single parent households wn
—+
27,5 W Adult couples without children §_
Independant adults 8
m Retireds
-30 -20 -10 0 10 20 30

Source: self-elaboration from “Alimentation in Spain by sectors — Chocolate and cocoa
products” Mercasa.

So there has been reached the following conclusions:

- It is noteworthy that households with children aged 6 to 15 years consume more
chocolate and cocoa derivatives, while the lowest consumption is recorded in
households with children under6years.

- Uppermiddle class households have the highest consumption, while as expected, lower
class have the lowest consumption.
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- If the person responsible for making the purchase does not work outside the home,
consumption of chocolate and cocoa derivativesis superior.

- Households consisting of one person show the highest consumption of chocolate and
cocoa derivatives, while the lowest consumption take place in households where
coupleswithoutchildrenlive.

4.1.2 Target market

Due to Gourmet selection and Tagad selection have completely different characteristics as a
product, there has been defined different target markets for each one of them. It should also
be mentioned that targeting a specific market does not mean excluding people who do not fit
the criteria. Rather, it will allow us to focus on the brand message that we want to send.

Gourmet selection target market

Target marketfor Gourmetselection has been defined as medium-class malesand females with
age between 28 and 65 years and medium/high education level who are seeking fora high
qualityimported chocolate as a special giftortreat.

Tagad selection target market

Target market for Tagad selection has been defined as medium-class young males and females
with age from 6 to 25 who are seeking foraday-to-day chocolate as a snack or dessert.
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4.2 Competence
4.2.1 Leader companiesin the sector

The chocolate and cocoa products market is leaded by a few multinational groups which have
control of the entire food chain, from purchasing raw materials to small and medium producers
and final distribution.

The largest producerin Spain is Nestlé Grupo S.A. and it has sales volume of 17.300 tons of
product and 1.520.000.000€ only in Spain, while the second one is Mondélez Internacional-

Grupo and itreaches 9.000 tons and 625.000.000€.

By making reference to market the chocolates, the largest operator is around 3,000 tons per
year. The second manufacturer, exceeds by 2,300 tons and the third (the firstin the case of
tablets), reaches2,280tons. Inthe case of soluble, instantand cup cocoa, the leading group sells
about 23,000 tons peryear, the second (first and third respectively in tablets and chocolates)
passes of 20,700 tons and the third floor and up to 3,800 tons. The most important industry
group recorded annual revenuescloseto 302 millioneuros, while the second reaches 200 million
euros, the third round of 153.5million euros, the fourth is approaching 94 million eurosand fifth
stays at 85 million euros.

Leading companies in the chocolate and cocoa products sector

0% 20% 40% 60% 80% 100%
Company name Sales (x10°€)
® Nestlé Espafia S.A. 1520
m Mondnelex Internacional-Grupo 635
Nutrexpa S.L 384.74
NatraC.A. —Negocio de Cacao y chocolate 329.62
B Grupo Dulcesol 280
M Ferrero Ibérica S.A. 195.89
M Lacasa S.A. — Grupo 118.41
W Barry Callebaut Manufacturing Ibérica S.A. 90
M Nedeland S.A. 86.02
M Indcre S.A. 82.92

Source: self-elaboration from “Chocolate and cocoa sector 2015
report” Produlce.
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4.2.2 Competitoranalysis

Inthis section, the potential competitors of the segment are analyzed. As Eurosystems is offering
two completely different selection of chocolate bars that are addressed to different segments,
the competitor analysis will also distinguish between competitors for Tagad selection and
competitorsfor Gourmet selection.Before theanalysis, is necessary to stablishthe limits of what
isgoingto be considered as competitorsand whatis not.

For Gourmetselection, ithas been decided thatthe competitors will include

- Chocolate brands that sells the product as importedhigh quality chocolate bars, such as
Belgium chocolate or French chocolate, that are available in most of Spanish
supermarkets, hypermarkets and delicatessen shops and also target similar market.

Regarding Tagad selection, the competitors will include:

- Chocolate brands that are distributed in Spain and offers a similar product range, or
have some chocolate selection similar to Tagad selection, that means an original and
fun product that targets a young customer. This brands also are available in most of
Spanish supermarkets and hypermarkets.

4.2.1 Rival companies

Competitors against Gourmetselection
. . Presencein PresenceinEl Presencein Number of
. Origin , .
Competitor Carrefour Corte Inglés delicatessen brand name
country . .
hypermarket supermarket shops shops in Spain
Godiva Belgium Yes Yes Yes 1
Valrhona France No Yes Yes 0
Leonidas Belgium No No Yes 1
Competitors against Tagad selection
. Presence in Carrefour Presence in El Corte Inglés
Competitor
hypermarket supermarket
Lindt Yes Yes
Milka Yes Yes
Nestlé Yes Yes
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Godiva
General information about the company
Companyname Godiva
Where the company .
. Belgium
isbased €
Main activity Premium chocolates and related products

Turnovervolume of
the company

74,9 million€in 2013

General information about the brand

Brand name

Godivachocolatier

Competitive products

Godivatablets collection

Packaging sample
and logo

GODIVA

Chocolatier

SPT (Segmentation, targeting, positioning)

Segment People who are looking for high quality chocolate
Target group Adults between 20and 65, middle class
Positioning Premium chocolate brand used for the perfect gift
Strengths and weaknesses analysis
1. Recognized brand name
2. Highquality of the product
3. Highavailability
strengths 4. Excellentreputation of Belgian chocolate
5. Many decades of experience
6. Godivaownsitsown brand-name shopinBarcelona
Weaknesses 1. Expensive price
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Valrhona
General information about the company
Company name Valrhona
Where the com
. pany France
isbased
Main activity Premium and luxury chocolates and related products

Turnovervolume of
the company

Unknown

General information about the brand

Brand name

Valrhona

Competitive products

Chocolate barcollection

Packaging sample
and logo

e
VALRHONA

VS

e e

VALRHONA

U Gy

SPT (Segmentation, targeting, positioning)

Segment People who are looking for high quality chocolate
Target group Adults between 30and 65, middle and upperclass people
Positioning Premium chocolate brand used forthe perfect gift
Strengths and weaknesses analysis
1. Highquality of the product
Strengths 2. Distinctive design of the chocolate tablet
3. Many decades of experience
Weaknesses 1. No presenceinCarrefourhypermarkets
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General information

Brand name

Leonidas

Packagingsample and
logo

o

Lesmidas

" o

Leomdas

/'/f /e i-u/. an Chocolater

Where the companyis
based

Belgium

Main activity

Premium and luxury chocolates and related products

Turnovervolume of
the company

72,9 million Euroin 2013

SPT (Segmentation, targeting, positioning)

Segment People who are looking for high quality chocolate
Target group Adults between 30and 65, middle class people
Positioning Premium chocolate brand used for the perfect gift
Strengths and weaknesses analysis
1. Verygoodbrand name
L ool
4. Many decades of experience
e e
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Lindt
General information about the company
Company name Lindt & Spriingli
Where the company s Switzerland
based
Main activity Premium and affordable chocolates and related products

Turnovervolume of
the company

Unknown

General information about the brand

Brand name Lindt
(] sy
e,
Logo e
MASTER SWISS CHOCOLATIER
SINCE 1845
Compgtltllve LindtHello
selection’sname
Commercial name Bar format (100g) | Snack format(39g)
Crunchy nougat X X
Cookiesand cream X X
Flavors offered Strawberry cheesecake X X
Banana milkshake X
Sweetpopcorn X X
Caramel brownie X X
Caramel & salt X

Competitive
selection’s package
sample

7% |
HELLO

& i MY NAVETS

L

)

N Hbo UP. GRAB ME.
) VE MET

S
{ \ SR |

SPT (Segmentation, targeting, positioning)

People looking for an original and non-average chocolate at

Segment moderate priced fora day-to-day consumption.
Target group Young people between 6and 45; low, middle and upperclass
Positioning Fun and ipteresting'chocolate With a very appealing wrapping that
can surprise every kind of public
Strengths and weaknesses analysis

1. Global brand ambassador

2. Excellentbrand name

3. Highbrand loyalt
Strengths 4, Vegry atractiveypagkaging

5. Smallformatsforsnacking(39 gr)

6. Good distribution
Weaknesses 1. Expensive price
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Milka
General information about the company
Company name Mondeléz International, Inc
Where the company EEUU
isbased
. L Snacks of all kind: biscuits, chocolate, gum, candy brands and
Main activity

beverages

Turnovervolume of
the company

7,27 Billion€in 2014

General information about the brand

Brand name

Logo

Flavors offered

Milka

Ao

Commercial name

Bar
format
(87-
100g)

Bar
format
(300g)

Bar
format

(41g)

Snack
format

(41g)

Caramel collage

X

Raspberry collage

Hazelnut chogsplash

Mint chogsplash

Oreo

Chips ahoy

Tuc

Lu

Bubbly

White bubbly

Caramel

Whole hazelnuts

Noisette

White chocolate

XXX X X X X X X[ X X X[ X|X

Bubbly caramel

Choco jelly

Caramel and whole
hazelnuts

Triolade

Truffle and almonds

Strawberry

Crispy joghurt

Choco-swing cookie

Choco-swingbrown cookie

Choco-swing wafer

X[ XX X[ X[X]X] X |X|X
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Package sample

People looking for fun, original and non-average chocolate at

Segment moderate priced.
Target group Young people between 6and 30; low, middle and upperclass
e Fun and interesting chocolate with a very appealing flavors that can
Positioning . . .
surprise every kind of public.
Strengths and weaknesses analysis
1. Popularbrand name
2. Highbrand loyalty
3. Wideflavorrange
4. Good distribution
t th ... .
strengths 5. Competitive price
6. Big 300g format
7. Collaborations with other brands fromthe same group
such as Oreo, Tug, etc.
1. Unatractive packaging
Weaknesses 2. Difficultavailability of all flavors

46




Laima Products Distribution Company

Business Plan

FACULTY OF
ENGINEERING ECONOMICS
AND MANAGEMENT

Nestlé
General information about the company
Company name NestléS.A.
Where the company Switzerland
isbased
Largestfood companyin the world: baby food, medical food, bottled
Main activity water, breakfast cereals, coffee, confectionery, dairy products, ice

cream, frozenfood, petfood and snacks.

Turnovervolume of
the company

88,02 billion €dollarsin 2014

General information about the brand

Brand name

Nestlé extrafino

Logo

Flavors offered

Package sample

Commercial name Bar format Bar format
(120-150g) (240g)
Three chocolats X
La lechera X
Dulce de leche X
Kikos X
Hazelnuts X
Dark MOKA X
Crocanti choc X
Strawberry chescake X
Dulce de leche caramel X

SPT (Segmentation, targeting, positioning)

People looking for fun, original and non-average chocolate at

Segment moderate priced.
Target group Young people between 6and 45; lower, middleand upperclass
. Funand interesting chocolate, underatraditional brand’s name that
Positioning . . .
can surprise every kind of public.
Strengths and weaknesses analysis
1. Popularbrand name
2. Veryhighbrandloyalty
strengths 3. Good distribution
4. Competitive price
Weaknesses 1. Old-fashioned brandimage
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| 2. Veryclassicpackaging

Competitive analysis comparative table

The following table compares Laima’s selections with its the mostimportant competitors. In the
first column of the table, there are some general and more specific competitive factors. The
ponderation goesfrom 1to 10, being 10 an extremely good rate, 1 an extremely bad rate and 5
a neutral rate. Also, the ponderationis based on acquired knowledge of the competition.

Competitive analysis comparative table for Groumet selection:

Groumet . .
Factor . Godiva | Valrhona | Leonidas
selection
> Reputationin Spain 0 8 8 9
S Distribution network 9 5 4 6
g Company resources 4 6 5 6
© Experience inthe sector 8 8 8 8
Brand reputationin Spain 0 8 8 8
~ | Availability forthe customer 9 6 5 6
S 3 [ Price 8 7 6 7
o0 -
o s | Quality 8 8 8 8
Packaging attractiveness 8.5 6 7 6
Laima’s Groumet selection Godiva Valrhona Leonidas
Brand reputation in Spain
Packaging attractiveness Availability for the customer
Quality Price

Source: self-elaboration
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Competitive analysis comparative table for Tagad selection:
Factor TagaFJ H.eIIo Milka Nest.Ie
selection | Lindt Extrafino
> Reputationin Spain 5 8 7 9
] Distribution network 5 8 8 8
g Company resources 3 7 9 9
© Experience in the sector 9 8 8 9
8 Brand reputationin Spain 0 8 8 9
3 | Availability forthe customer 9 8 8 8,5
S 2| Young/ originalimage 8.5 9 7 6
~ 3 | Price 6 4 7 5
T o -
c | Quality 8 8 7 8
@ Packaging attractiveness 9 S 4 3
Tagad selection Hello Lindt  eeeeee Milka  eeceeee Nestlé Extrafino

Brand reputation in Spain

. . - e Availability for the
Packaging attractiveness o e
o e customer
e 3
o ® k3
o o 8
o o 4
.. ‘o ::
o o
LY Py
L] o
- P
o::.|.’.... ....o".-.oo
Quality o, et et Young / original image
Price

Source: self-elaboration
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5. Market entry strategy

In order to in order to maximize profits, Laima will follow a strategy that will introduce the
productinthe Spanish marketinaway that willgetahigh number of sales and customer loyalty.
Time horizon has been set in 19 months, but must be considered that during the
implementation, some business opportunities may come up, such as innovations,
improvements, etc. There has been defined 4 big steps or stagesin this strategy:

F Y /.-' "-.__\

e Previous
work: - i
Developm « Growth:

t of .
ento Setling

bussiness e Introduction: and reach
plan. . ;

\ . Laimain profits. .
supermarkets * Expansion:
hypermarkets Laima

| and _ shop.
delicatessen Y\
\ \ % &
“, shops.
L P

Step 1: Previous stage

In this stage, businessideaand business plan are developed (with all the research, investigation
before production andlaunch thatittakes). This stage has an approximate duration of 1 month.
Most part of the previous stage isthis business plan.

Step 2: Introduction stage

This stage has an approximate duration of 3 months. Main goalsin the introduction stage are:

e Inform potential consumers aboutthe new product and stimulate product testing.
e Achieve correct distribution in all supermarkets, hypermarkets and delicatessen shops
wanted.

So that’s why most part of the financial efforts goesto promotion.
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Distribution (where)

Product

Promotion

Carrefour hypermarkets

El Corte Inglés supermarkets

Latviagroumetselection

Tagad selection

¢ Very high promotionin
situ: free tasting, discounts,
visible placing.

¢ Promotion through other
channels

Delicatessen shops

Latviagroumetselection

¢ Very high promotionin
situ: Flyers, free tasting.

¢ Promotionthrough other
channels

Step 3: Growth stage

Growth stage has an approximate duration of 15 months. Main goalsin this stage are

e Get customerloyalty

* |ncreasesales
e Reduce costs

Distribution (where)

Product

Promotion

Carrefour hypermarkets

El Corte Inglés supermarkets

Latviagroumetselection

Tagad selection

¢ High promotionthrough
internet (eCommerce):
active presence ininternet,
giveaways, social networks,
internetadvertising.

e Visibleplacing

* Promotion through other
channels

Delicatessen shops

Latviagroumetselection

¢ High promotion through
internet (eCommerce):
active presenceininternet,
giveaways, internet
advertising.

e Visibleplacing

e Promotionthrough other
channels
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Step 4: Expansion stage

This stage will start at 19th month approximately. Main goal here is to open a Laima shop in
Madrid city, besides continuing with a high and sustained number of sales at the supermarkets,
hypermarkets and delicatessen shops.

Distribution (where) Product Promotion
Carrefour hypermarkets Latviagroumetselection e Promotion thoughinternt
El Corte Ingléssupermarkets | Tagad selection e Periodicpromotionsinsitu

e High promotion through
internet (eCommerce):
active presence ininternet,
giveaways, social networks,
Delicatessen shops Latviagroumetselection internetadvertising.

e Visibleplacing.

e Promotionthrough other
channels.

¢ Very high promotionin situ
for the openingweek: free

Very wide range of Laima tasting, discounts, eye-
products, including catching decoration.
chocolates, chocolate bars,

Laima shop chocolate boxes, e Afterthe openingweek,

countlines. etc focus the promotionon
, etc.

eCommerce.

* Promotion through other
channels.
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6. Marketing mix

Marketing mix is one of the classic elements of marketing. It's a term created in 1960 used to
include four basiccomponents: product, price, place and promotion, also known as the 4Ps. The
4Ps of marketing (the marketing mix of the company) can be considered as traditional variables
that a company has to getits business objectives, butitcan be only achieved if thefour variables
are combined with overall coherence and complement each other. As the marketing has
evolved, more variables have come up, that'swhy thisbusiness plan willalso include other three
concepts: physical evidence, persons and processes.
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6.1 Product
Product isthe firstand most important variable of the marketing mix as itincludes both goods

and services thata company sells, and it satisfy the costumer’s needs.

Eurosystemsisn’t going to distribute the same product selection to all the Spanish selling points.
Aldo they may be similar, product distributed to a supermarket or hypermarket won’t be the
same as to adelicatessen shop or Laimashop, because the customer profile that visitsthat place
won’tbe the same neither.

As it’s explained before, we are bringing to Spain two chocolate bars selections:

- Gourmetselection
- Tagad selection

6.1.1 Gourmetselection
Product portfolio

Gourmet selection consist on an exclusive selection of three different chocolate bars. The
followingimage shows all the products belonging to the Gourmet selection.

.. : ‘,.;b-ﬁ‘ A '. "‘"‘

Milk Chocolate Riga bar 100g Dark chocolate bar Riga 100g

Milk Chocolate with Whole Hazelnuts Rigain Envelope

Source:laima.lv
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Image and packaging

As the package itself suggests, Gourmet selectionis seeking to sell traditional Latvian chocolate
bars from Riga as the most iconiconesinthe Balticcountries.

As it can be seenin the previous images, all the packages are designed with pictures of Riga’s
architecture, Riga’s buildings silhouettes, charming streets of Old Rigapaved with cobbled
stones, splendor of the Opera House and power of Daugava river; besides the iconic golden
Laima logo.

Laima Brand logo

Also, a good package can make a potential customerdecides forthis product, so the chocolate
bars are wrappedinan aluminum foil and covered by paper. This kind of package contributesto
the image of exclusivity and old-school chocolate that Groumet selectionwants to obtain, added
to the fine quality of the chocolate, makes this selection extremely attractive.

All the packaging can be seeninthe previousimage.

6.1.2. Tagad selection
Product portfolio

Tagad selection is the newest and most original chocolate bar collection that Laima has putin
the market. It has six different flavors and two formats: 90 grams and 220 grams. Product
portfoliois showninthe followingimages.
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Laima Tagad milk chocolate with Laima Tagad milk chocolate with
popcorn 90g

salty caramel 90g

Laima Tagad milk chocolate with
crushed hazelnuts 90g

Laima Tagad milk chocolate with Laima Tagad milk chocolate with
banana crunches 90g poppingstrawberry 90g

Laima Tagad milk chocolate with
raisins and crushed hazelnuts

Laima Tagad milk chocolate with
220g

whole hazelnuts 220g
Source:laima.lv
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Image and packaging

A great summary of the characteristics of Taglad selection can be read in Laima website, “The
new chocolate line Tagad is a novelty for the Latvian market. The highest quality of milk
chocolate characterized by the particularly delicate structure in combination with bold and
striking flavors related to fun and enjoyment of life”. With flavors as “popping strawberry” or
“crunchy banana”, Laima is targeting young customers who like totry fun and original recipes.

Color packagingisan eye-catchingsilver with bright and colorful images of the ingredients. This
combination creates animage of freshness that will target young costumers.

The chocolate bars are wrapped in metallizedfilm (metallized filmis made of plastics containing
a thin layer of aluminum metal foil and covered by paper, as it is explained in Pestle analysis
section, Environmentalfactors).
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6.2 Place

Product distribution (place) is the second element of the marketing mix. It includes the
necessary actions to transport the final product to different selling points like shops, retailers,
costumer’s home, etc. Distribution plays akey role in Eurosystems management. Itis necessary
toachieve puttingthe productin consumerhandson timeand right place. It should be remarked
that the logistictask from picking up the commodities in Latvia to leaving them inSpanish logistic
centerwill be responsibility of an outsourced logisticcompany.

For a product-focused company as Laima, establishing the most appropriate distribution
strategiesinaforeign countryis amajorkey to success, definedas maximizing sales and profits.
In this business we are exporting Laimato Spain, so it has been decided to use multiple selling
channels, including direct and semi-direct sales, but always keepingin mind the improvements
in supply chain management technologies and committing to update distribution strategies
periodically.

Three distribution strategies will be used in orderto access the Spanish market:

- Intensive distribution: the products will be available in the international products
section of Carrefour hypermarkets and El Corte Inglés supermarkets all over Spain.

- Selective distribution: some of the products will be available in delicatessen retailers
located in main Spanish cities.

- Exclusive distribution: asingle Laima shop will be openin Madrid capital city.

It should be noted that these three distribution strategies aren’t going to start simultaneously;
exclusive distribution is projected to start 21 months after intensive and selective distribution
begin.

6.2.1 Intensive distribution

Intensive distributionis a marketing strategy that places an abundance of products in many
locations and many regions. The purpose of this type of strategyis to put the productin so many
Spanish locations that the customer will come across the product frequently, makingit easy for
them to rememberand buy the product.

This strategy willtremendously help to start the penetrationin the Spanishmarket, because that
way Laima’s brand name will be seen everywhere and will be available everywhere.

For implementing this strategy, it has been decided that Laima sweets will be available in
Carrefour hypermarkets and El Corte Inglés supermarkets.

Carrefour hypermarkets

Carrefouris a multinational distribution chain first created in France. It is the biggest European
group, and third of the world. Only in France there are 5013 Carrefour selling points, and in
Europe there are more than 8000.

Carrefour’s presence is strong in Spain: this country is the 2nd most important market for
Carrefour (after France). There, it offers 173 hypermarkets, 162 Express Supermarkets, 114
Market Supermarkets, 122 Service stations and 415 Travel Agencies, and there are more under
construction or planned.
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Carrefour hypermarkets are large stores that offers a wide range of food and non-food items
and targeted promotions. They are the ideal store format for anyone doing a major shopping
trip.

Number of Carrefour hypermarkets in Spainandits distribution map:
Principado de

Asturias
Principdu d'Asturies

Galicia
(Galiza)

Catalunya
(Cataluiia)

Comunidad de’

Madrid

Castilla-La Mancha 00;'2;;1 az:;n:na

Extremadura Pais Valenciano) ¢
E? llles Balears
. (Islas Baleares)
&

Regién de
Murcia

Andalucia

Ciudad Auténoma do

o Ceuta

SR

Source: self-elaboration from www.carrefour.es

El CorteInglés supermarkets

El Corte Inglés is a Spanish distribution group formed by companies of different format which
has the 40" position inthe world ranking by sales volume. The company includes awide range
of commercial formats (department stores, hypermarkets, supermarkets, boutiques, travel
agencies...)locatedin Spainand Portugal.

As mentioned above, one of the formats that El Corte Inglés offersisthe supermarket. Every El
Corte Inglés department store has an El Corte Inglés supermarketinside, so there are around 90
El Corte Inglés supermarketlocated in Spain.

The brand El Corte Inglesis one of the most prestigious and appreciated not only in Spain, where
it ranks 4th in the ranking of higher value brands according Coleman CBX and Brand Finance
study, butalsointhe world. In El Corte Inglés supermarketscan be found gourmet products and
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high quality products that can’t be found in a regular supermarket. Also the prices are slightly
higherthan average so the customer usually has a medium-high economiclevel.

Number of El Corte Inglés supermarkets in Spainandits distribution map:

Principado de
Asturias P i .
Principéu d'Asturies 2 %, Euskadi

Pais Vasco

Catalunya
(Cataluiia)

Com. Vdlenciana
(Pais VYalencia,

Pais Valenciano) ¥

C? llles Balears
| (Islas Baleares)
N

Murcia

Andalucia
o
Ghdad Autdnoma do
o~ Ceuta 1
Islas Canarias

R

Source:self-elaboration from www.elcorteingles.es
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6.2.2 Selective distribution
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On the other hand, selective distribution involves selling products at select stores in specific

locations, in COMPANYNAME's case by selling
Laima brand in delicatessen food shops. This
strategy allows differentiate our product,
target certain market and in consequence
reach company’s goals.

It has been decided that delicatessen food
shops in the main cities in Spain are the best
choice for selling Laima products while
contributingto the high quality image that the
company wants to get. Number of
delicatessen shops picked will depend on the
size and populationof each city, the bigger the
city, the more selling points there will be

where Laimais available.

“La Casa del gusto” delicatessenshopinValladolid
Source: google.com

Number of delicatessen shops in Spain wherelaima will besold andits distribution map:

~
3 Principado o ’. 3
Asturias
Principéu d'Asturies Cantanriacy Euskadi
Pais Vasco.
Ga“F'a & omunidad Foral de
(Gallza) <2 ¢ Navarra
i . Nafarroa ¢ ¢
A o Komunsaiea o
! ‘ ’. a Rioja a E
Catalunya
Castillay Leén {Gataluiia)
Aragén
Comunidad de’ -
Madrid G‘
! ; Com. Vdlenciana {/
Castilla-La Mancha (Pais Yalencia,
Extremadura Pais Va¥gnciano) ¢

15

Andalucia

Ciudad Auténoma de
~ Ceuta

Ciudad Autonoma de

Melilla
13

TOTAL =74

llles Balears
(Islas Baleares)

&
&

Regicn ue
Murcia

Islas Canarias

Source: self-elaboration
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6.2.3 Exclusive distribution

Through a Laima shop in Madrid city centre, Laima will sell directly the product to the final

customer. With this form of distribution, the company seeks a high prestigious image and a
higher promotion of the brand’s name.

SALDUMU VEIXArs §
i 4

LaimashopinRiga
Source: google.com

Laima shopin Spain distribution map:

o g

Source: self-elaboration
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6.3 Price

Priceis the variable of marketing mix which directly determines acompany'sincome. For fixing
pricing strategy in Spain, firstit has to be explained the purchasing process of the product.

6.3.1 Purchasing process

As Eurosystems is a distribution company, we are purchasing the products from Laima and
sellingthemtothe Spanish market (supermarkets, hypermarkets, delicatessen shops and later
directly tothe customer).

In this kind of agreements, supplier company, Laima, often offers quantity discounts, that means
that the biggerthe purchase quantity, the lower que purchase price. That’s why we have taken
the assumption that Laima’s pricing for Eurosystems will be around 45% the selling price in a
shop, but if the quantityis bigenough, it will be 40% the selling price inashop.

Profit will also depend onthe selling price that Eurosystems is selling the commodities to all the
supermarkets, hypermarkets, delicatessen shops and direct customers. Profit margin that the
company gets while sellingthe productin Laimashop is much higherthan the profit margin that
it getswhile selling to supermarkets, hypermarkets and delicatessen shops.

Thisassumptionis fully developedinthe financial plan.
6.3.2 Gourmetselection

Price is a factor that has to be studied very carefully; while developing pricing strategy there’s
two main mistakes Laima can make:

- Settingaverylow price. In that situationthe customertargeted won’t buy the product
because theywon’tsee itas “good enough”.

- Settingavery high price. In that situation the customertargeted won’t buy the product
because they won’t be willing to expend thatamount of money.

Customer’s economy

Gourmet selection is targeting a market formed by adult customers with a medium rent who
want a high quality imported chocolate as a gift or treat. This type of customeris willing to pay
a slightly higher amount of money than for a day-to-day chocolate bar in exchange for visible
distinction and superiority. That’s whyin this case, the customer gives more importance to the
guality and the packaging of the productthan the price.

Competence prices

The following table and chart represents the price range of the competitive products of the three
main competitors of Laima’s Groumet selection.
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Competition price range for Gourmet Selection

5

55
Godiva Average price per 100 grams:
5 —
Godiva Between 5and 5,50€
45 Vairhona Valrhona Between4and 5€
Leonidas

4 — Leonidas Between4and 4,50€
3,5

3

Desired pricing position for gourmet selection has to be slightly lowerthanthe average so it will
be another competitive advantage.

6.3.1 Tagad selection
Customer’s economy

Unlike Gourmet selection, Tagad selection is specially targeting a market formed by medium
class young customers who are looking for an original and different day-to-day chocolate bar
optionanda good quality-price rate. Thistype of customeris goingto compare Tagad to many
other alternatives and choose the better option, so competition is especially harsh in this
selection. Competence prices

The following table and chart represents the price range of the competitive products of the three
main competitors of Laima’s Tagad selection.

Competition price range for Gourmet Selection

3
25 Average price per 100 grams:
Lindt
) o Lindt Between2,1and 2,5€
Milka Between0,95and1,2€
15
Nestlé Between0,97and1,3€
) Milka Nestlé
0,5

Desired pricing position forgourmetselectionislowerthan Lindt but slightly higherthat Milka
and Nestlé.
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6.4 Promotion

Promotion it’s about communicating and persuading the customer and other stakeholders
about the company, its products and offers, in orderto achieve company goals.

6.4.1. Promotional methods

SOCIAL
NETWORKS
TELEVISION E-MAIL

SMARTPHONES

RADIO '
TASTING SEARCH
STATION \
DISPLAY
OUT-OF-HOME N
SALES
DISCOUNTS

Gourmetselection Tagad selection

Internetadvertising X X

E-mail advertising X X

TV advertising
Radio advertising

Out-of-homeadvertising X
Sales promotion X
Tasting station X X
Social media X X
m-Commerce X X

6.4.2. Message strategy

Eurosystems has carefully chosen the message that its promotion strategy will be conveying to
itstargetaudience. Due to the promotion's message should reinforce product benefits and help
the firm to develop a positioning strategy for their products, Eurosystems is going to keep the
same message as Laima has developedin Latvia, and that is the “Choose Love” campaign. This
main message will be common for both selections, Tagad and Gourmetand it will reinforce the
familiarandlovingimage that we want forthe brand.
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The company seeks an encouraging message where chocolate provides love and happiness, and
makes the world abetter place. Thistopicespecially attracts and inspires young and middle-age
adults because at that age is when people start realizing that happinessisthe main goal in life
and the restis secondary.

The following text is part of the Choose love campaign and sums up appropriately Laima’s
message:

Love is the most beautiful thingin the world. Love is the most powerful thingin
theUniverse. Laima chooses Love, because it makes the world a happier place. The
more Love we give; the more Love we receive. Only by sharing love do we become
rich and full of delightful energy.

It is up to us to choose Love and to choose to give, not receive it. If you see
concerned people around yourself on a rainy day, say a nice word, and the world
will become colorful once again. If someone speaks harshly to you, you can
respondin kind, but you can also smile, andthen the world becomes a lighter place.
\X/e can choose to praise, not criticize, and people around us will smile more and
more. \We can act, not hesitate, in changing our lives.

Love is the greatest value of Laima chocolates and the main secret behind its
unrepeatable taste and aroma. Since 1870, the master chocolate makers of Laima
haveimported cocoa beans from the far-off Bay of Guinea in Africa, applying much
love to the process of producing chocolate which has no equal anywhere else in
the world.

Once Love is presented, it always comes back to you, and that is exactly why Laima
chocolatehelps you tochoose Love at the mostimportant times in life — Love which
opens the door to happiness for all of us.

Choose Love!
6.4.3. Media strategy

This section refers to how the company is going to deliver its message in Spain, so each
promotional method is goingto be broadly explained.

Internet advertising
Internetadvertising will be based ontwo concepts: Search and display.

The first concept, search marketing, involves the promotion of Laima’swebsite (Spanish version)
or advertisings by increasing their visibility in search engine results pages. A potential customer
googling “chocolate gift” and gettinga web where Laima’schocolateis offered isa clear example
of this.

Second concept is display advertising, such as banner ads on websites. Those are much more

visible but less likely to translate into direct clicks. A good example of display advertising for
Laima would be a banneron a website ora Youtube ad.
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E-mail advertising

E-mail advertising will be used only with customers that have already done any purchase and

have agreed to give their e-mail address to the employee. The purpose of those e-mails is to
informthe costumerabout promotions, sales and discounts.

Out-of-home advertising

Aldo new technologies are conquering
companies’ marketing, street advertising is still
effectiveandagoodinvestmentduetoit reaches
the potential consumers while they are outside
their homes thanks to putting ads on billboards,
walls, bus and rail media, street furniture, etc.
But there is an out-of-home advertising which
seems more effective: street events about the

product attracts a lot of people and will promote
the word of mouth.

Publicado por LAIMA
12 reproducciones

048 W) TE R¥

Laima street quiz for promoting TagadinRiga.
Source: www.facebok.com
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Sales and discounts

It has been decided thatthe company will offer punctual and periodical sales but onlyin Tagad
selection. Gourmet selection won’t offer any sales in order to maintain the imagen of high
quality product. The following table shows the planned offers foreach event.

Event Type of offer Place
Productlaunch

Discount 10%

C
2 Periodical (every - . k d
8 | 5070 days) hupermarkets "
g , Discount 5% ypermarkets
S Mother’s day _
© Giftset
3 ; Discount 5%

Christmas season _

Giftset

Free tasting station

During the launch phase of the product, around the first two weeks, there will be a tasting
stationinside supermarkets, hypermarkets and delicatessen shops, where all the people willbe
able to taste the chocolate. This is an effective way to attract potential customers so they will
feel less riskin making abad decision.

Social media

Social media marketingwilltake a bigimportance forthe selection’s promotion, due to the high
use of social media between the internet users. The social networks where Laima will have
presence with Spanish accountare:

- Facebook
- Twitter

- Youtube

- Instagram

Informative and participative content will be post from Laima’s accounts. The last one refers to
giveaways in exchange of “likes”, “comments”, “retweets” or “shares”. Eurosystems believes
that social mediaadvertising will have an enormous impact specially on Tagad selection due to

the target market are youngadults, who are the most internet active atthe moment.

M-commerce

As the smartphone use is highly extended in Spain, Laima supports mobile phone advertising,
for example using the GPSlocalization to bring Laima ads if a custumeris near a Laima shop or
retailer.
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6.5 Processes

6.5.1 Intern logistic process

Potential costumer
walks into Laima
shop

RTU

Laima worker
advises the potential
costumer No
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&

Mo

Laima worker offers Potential customer

help

“r‘es)
decides to buy?

Laima worker

informs about other

offers and
promotions
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6.5.2 Intern Human Resources Process

Employees
retention

Human
Resources

planning

Employees . Training
develompent | courses

Employees
recruitment

Selection
criteria
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6.6 People
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From Eurosystem’s point of view, people are a crucial elementin service providing; training the
staff is essential to make a competitive advantage, because they are one of the few elements
interacting with the customerand they are representing the company.

In our case it’s not possible to have staff hired by Eurosystemsin every selling point, due to the
products will be selled in supermarkets, hypermarkets and delicatessen shops, where the
company can’t decide the staff who is working there, but what we can do is to teach training

courses.

The followingtable stablish where will our own staff have presence:

Presence of our

Selling point Period own staff
Carrefour hypermarket Launching (two first weeks)
El Corte Inglés supermarket | Launching (two first weeks)
Carrefour hypermarket From second week onwards
El Corte Inglés supermarket | From second week onwards
Delicatessen shop Entire productlife cycle
Laima shop Entire productlife cycle X

Therefore, Eurosystems will only have to recruitemployees for Laima shop in Madrid capital

city.
6.6.1 Staff structure
In Laimashop:

Eurosystems
owner

v

Eurosystems
responsible in
Spain

v

Laima shop i

manager and <= =
employee

[ ——

Eurosystems |

Selection Crl’[erlﬂ:
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In delicatessen shops:
. Eurosystems |
-': training course '
__________ ¥
In supermarkets and hypermarkets:
Supermarket /
hypermarket
Supermarket /
hypermarket
.
Confectionery |g - - - - - = _Laima training ,

1 course ’
’

! Laima training |

Confectionery
' course ] i

L - - -
Laima tasting point <-- Laima training 1
i ' course

Checkout

6.6.2 Staff selection criteria
Again, Eurosystemshas decidedto achieve the same neatimage that Laima has already i n Latvia,

so the staff that involves the selling process has to have the skills and aesthetics according to
this goal.
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Work skills

Interacting with

Management skills

people
e Oral and written * Ability to manage
communication financial within
skills policy guidelines
e Consult, negotiate and budgetary
and liaise effectively expectations
with a diverse range
of people
e Act with diplomacy
and discretion when
dealing with
sensitive and

confidential issues

Physicalappearance

Only female employees

RTU
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Technical skills

e Experience in the
use of Microsoft
desktop software,
including Word,
Excel and Outlook

¢ High knowledge of
English and Spanish

Caucasian physical appearance: blonde hair, pale skin, blue eyes

Age between 18and 40

Dress code and behavior standards

In order to achieve Eurosystem’s goals regarding corporate image and customer service, it has

establis

LANESEE Sl

hed the following dress and behavioral codes:

Uniforms will be worn at all times duringworking hours.

It isthe responsibility of the employee to keep the uniformclean.
Employeeswill notbe allowed to wear open shoes orsandalsin any areas of the store.

All clothes worn by staff should be in good repair.

Smoking, eating, and drinking alcohol will not be allowed during working hours unless

it'srestperiod.

The uniform provided will be a classic cut dress in nude color as it is shown in the following

picture.
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Uniform prototype for staffin Laima shop
Source: www.asos.com

Staff incentives

From Eurosystem’s point of view, having theiremployees motivated is essential as well as
rewarding agood work performance. Employees want to feel that they are good at theirjobs
so Eurosystems will provide feedback and constructive criticism too. Periodicreviews and
sessions will be part of the strategy.

Eurosystem’s main principles regarding this topicare:

Use positive reinforcement
Treating people fairly

Effective discipline
Satisfyingemployees needs
Promoting company commitment
Settingwork goals

Base rewards on job performance

NousWNE

Actionstakeninorderto promote or encourage the workerare:

- Financial benefits such as pension, iliness/health/lifeinsurance.
- Christmas extrapayment.

7

- Possibility of working part-time or temporary work, sabbatical period, holidays,

vacation, etc.
- Good work conditions, and safety.
- Constantfeedback and continued training.
- Givingthe workera sense of duty, purpose and mission.
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Training courses

Training courses are intended for the staff thataren’t hired by Eurosystems but are responsible
of sellingtheirproducts. That’sthe case of supermarkets, hypermarkets and delicatessen shops
employees. Training courses contentsincludes:

- 2 hours course about Latvia, Laima company, products, vision, how to sell the product
and useful information to a potential customer.

- Freedegustation of Tagad and Gourmet selection as well asanotherexplanation of the
flavors.
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6.7 Physical evidence
6.7.1 Supermarkets and hypermarkets

Besides the freetasting point during the launch of the
product, Laima chocolate bars will be sorted in
promotional places that more eye catching to the
potential customer, similar to the Coca-Cola’s one
thatit’sshowninthe picture.

Source: www.google.com

6.7.2 Delicatessenshops
Delicatessen shops will only include the free tasting point during the first two weeks of the
product’s launch.

6.7.3 Laima shop

In this case, the physical evidence specifically refers to the Laima shop located Madrid city.

In order to create a suggestive experience to the customer, Eurosystems will take Laima brand
to all of the customer’s senses: smell, taste, sound, touch, and sight.

Smell

The customer will be able to enjoy a sweet chocolate scent as soon as he walks a few meters
nearthe shop. It will subtly relaxthe customers and attract theminto the shop.

Taste

As the customer will be making a decision about what kind of chocolate to buy, there will be
some samples onthe counter, sothe worker may advice the potential customer correctly.

Also, with every purchase, the employee will put a little free chocolate into the bag, so the
customer could taste a different product that the one has been purchased and it also will be
perceived as akind gesture from the company.

Sound

Inside the shop, there will be played a soundtrack based on the love message that Laima is
offering, thattraducesin a classicand romantic playlistin English.
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Touch

Rather than create a space where customers can only watch the counter without touching
anything, Laima choose to letthe costumertake a sample of the chocolate bar and inspect the
wrapping, size and weight.

Sight

The shop will have properlighting and will be spacious. All the products will be sorted depending
on their type so it won’t be difficult for the customer to find anything if he is looking for
something specific. Everymonth, a planogram will be providedto Laima shop employees so they
will have to sort the products and showcase the same way. (A planogramis a diagram or model
that indicates the placement of retail products on shelves or showcases in order to maximize
sales). Also, all the space will be decorated with the corporate colors: white and gold, and the
employees with Caucasian features will follow that trend wearing anude and classy dress.

s

? « 1870
e UL T

zvelies Milestibu..

Laima shopinRiga, where it can be observed the theme colors insidethe shopandin
the uniforms of the staffas well as the spacious and brightarea

Source: www.google.com
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7. SWOT analysis

SWOT analysis (Weaknesses, threats, strengths and opportunities) is the acronym used to refer
toan analytical work tool that aimsto capture this businesssituation respect to its surroundings.
In every SWOT analysis there are examined two perspectives:

- Theinternal perspective: strengths and weaknesses of business aspect of the company
or the selections.

- The external perspective: opportunities offered by the market and threats must face
the business orthe productselection inthe selected market.

The objectives pursued with this SWOT analysis are turn weaknesses in strengths and threats
into opportunities.

Strengths Opportunities

1. Become asignature BrandinSpain

1. High experienceinthe sector
2. Very good avaliability 2. Introducing more formats and types
3. Good imageinBaltic countries of productsto Spain
4. High quality products 3. Economyrecoveryand growth
5. Competitive Price 4. Otherpurchase mode
6. Very activepromotion 5. Onlineselling
7. High adaptability to the consumer’s 6. Cocoa sustainability certificate
preferences due to it's a completely 7. Ecologicpackaging
unknown brandin Spain
8. Well-preparedand high motivated
employees and related staff
Weaknesses Threats
1. NopresenceinSpainor ] 1. New competitors

Mediterranean countries
2. Turbulencesinthe distribution
process

Mature market

3. Economy of scale of main
competitors

4, Supermarketsand hypermarkets
housebrands are becoming more
and more competitive
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Strenglhits

Good design and attractiveness of
the packaging.

Appealing range of flavors

Unique popping strawberry flavor

RTU
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Opportunities

Segment growthin the lastyears
Introduce smallersnack formats
Introduce more flavors

Introduce healthier options for
children

Collaborations with other brands
New technologiesforinnovationin
the packagingor product

Hwn e

o u

Tagad

Weaknesses ULy 7hreats

1. Small range of formats

1. Newcompetitors
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(C Stengths Opportnitis )

1. Balthhlgh qualitYChOCOIateimage. 1. Introduce new formats

WM (ﬂb’ﬂﬂf Qecﬂow ‘Tﬁl’% &

1. Smallrange of products

1. Strongpositioningof the
competitors
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8. Financial plan

This financial plan translates into numbers what Eurosystems expects, and also provides
information about:

- Financingneedsinthe shorttermas well aslongterm.
- Economicviability and estimated turnover
- Period of time from which the initial investmentis completely covered

8.1 Openingbalance

e Non-currentassets

Non-current assetsinclude realizable assets, which means the merchandise’s valuein euros
that Eurosystems is purchasing to Laima, and office material that includes computer
equipment, software and furniture.

e Current assets

Current assets include liquid assets, which means assets that can be used immediately as
cash.

e Own equityand liabilities
This category consists of the value of the assets contributed by the owners.
Capital contribution
Marina Garcia Martinez 2000 €

Total own equity 2000 €

e Current liability

Current liability involves any type of borrowing from banks that is payable during short or

longtime.

Non-current assets 82080 Own equity and liabilities 2000
Tangible assets Equity 2000
Realisableassets 80080
Office material 2000

Current assets 5000 Current liability 85080
Available 5000 Long termloan 85080
TOTAL assets 87080 TOTAL liability 87080
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8.2 Investmentplan

e Office furniture

It's necessary to buy furniture to equip office facilities which consist of chairs, desks and
otheroffice items. The total costis 1700 €.

e Computerequipmentand software

Computer equipment is essential to support sale management, distribution and
administration. The amountof investment requiredis 1900 €.

e Company formation fee

Company will be a Limited Partnership so the amount of investment required is 3000 €.
e Cash

There will be 900€ cash available forthe office day-to-day expenses

o Initial existences

Initial existences are based on sales forecast below and are necessary for having
commoditiesto start with.

e Liquidassets

Liquid assets are necessary for paying the logistic company the first month.

TOTAL| 1 2(3(4|5]17(8(9]10]11(12
Office furniture 1700 | 1700
Computerequipment

% and software 19001 1900
% Company formation fee| 3000 | 3000
% Initial existences 80080 | 80080
| liquid assets 5000 | 5000

Total Investment 91680 | 91680

Initial investment has a value of 91 680 €.
8.3 Income

The income for the distribution company Eurosystems are given only and exclusively by the
Laima products that are sold.

It has been studied aconservative scenario where:

- 80% of the sales are from Tagad selection and 20% of the sales are from Gourmet
selection.

- Purchase price forTagad selectionis0,80 € / unit

- Purchase price for Gourmetselectionis 1,20 € / unit

- Selling price forTagad selectionis 1€ / unit

- Selling price forGourmetselectionis2 € / unit
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- Forincludingseasonal demand, ithas been useda correctional factor between 0,8 and
1,6 the firstyearand between 1and 2,4 the second year(due tothe salesincrease).

Conservative scenario

Two additional assumptions are made:
- 8sales/day/supermarketorhypermarket
- 3sales/day/ delicatessenshop
- Tagad selection represents 80% of the total sales and Gourmetselection, 20%.

e Base sell forecast

Number| Sales /day | Total sales/month
Carrefour hypermarkets 172 8 41280
El Corte Inglés supermarkets 93 8 22320
Delicatessen shops 74 3 6660
TOTAL= 70260
Base salesforecast has been defined on 70 000 sales/ month.
¢ Income forecast
Correctional factor 1,6 | 1,3 | 1 | 1 | 1,3 | 1 0,8 | 0,8 | 1 | 1 | 1,3 | 1,6
Year 1
TOTAL 1 2 3 4 5 6 7 8 9 10 11 12
sells (units) | 1008000( 112000 [ 57000 [ 70000 [ 70000 70000 70000( 56000 | 56000 70000 | 70000| 91000 | 112000
e 89600 | 72800 | 56000 | 56000 | 56000 | 56000 | 44800 | 44800| 56000 | 56000| 72800 | 89600
aga
oo 22400 | 18200 | 14000 | 14000 | 14000| 14000| 11200 | 11200| 14000 | 14000| 18200 | 22400
ourme
income (¢) | 1209600| 134400 109200 84000 | 84000| 84000 | 84000 67200 | 67200| 84000 | 84000| 109200| 134400
o 89600 | 72800 | 56000 | 56000| 56000 56000 | 44800 | 44800 | 56000 | 56000| 72800 | 89600
aga
courmet 44800 | 36400 | 28000 | 28000 28000 28000 | 22400 | 22400 28000 | 28000| 36400 | 44800
Sells (units)
120000
100000
80000
60000
40000
20000
i 2 3 4 5 6 7 8 9 10 11 12
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8.4 Expenses
8.4.1 Fixexpenses
o Officerent
Office facilities are about 40m, so it has been estimated a monthly 400 € rent.
e CEOsalary

This correspondsto CEO’s gross fixed salary.

Office employee salary
This corresponds to office employee’s gross fixed salary (only one office employee).

Utilitiesand internet
Insurances
Office facilities as well as purchased products has to have insurances
Promotion
Promotionis one of the strengths of our products, so the investmentin this sectionwill
be very important for the business. Every month, 40 000 € will be intended to
promotion.

Merchandise
Merchandise refers to the place that the company in all the supermarkets and
hypermarkets
Contingences
An amount of money will be reserved foraccidents oremergencies.

8.4.2 Variable expenses

Commodities
Commodities referstothe all the products (chocolate bars) that Eurosystems is buying
from Laima. Because of Eurosystemsis buyinga bigamount of commodities directly to
the factory, the price that supplier (Laima) sets is much lower than in regular shops,
around 20% cheaper. Also, Eurosystems will contemplate to sign up for quantity
discounts.

Commodities expenditure are calculated from sales forecastasitfollows:

Purchase
price (€)

10

11

12

Tagad

0,8

58240

58240

44800

44800

58240

44800

35840

35840

44800

44800

58240

58240

Gourmet

1,2

21840

21840

16800

16800

21840

16800

13440

13440

16800

16800

21840

21840

Total commodities
expenditure (€)

80080

80080

61600

61600

80080

61600

49280

49280

61600

61600

80080

80080

Outsourced logisticcompany

Picking up the commoditiesin Laima factory in Latvia to delivering the commodities to
Spanish distribution center are part of Eurosystem’s logistics process but this task will
be played by an outsourcedlogisticscompany. Dueto chocolate bars are small products,
logistics cost won’t be very high. Eurosystems will pay monthly to this company
dependingonthe amount of resources that has been used.
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TOTAL 1 2 3 4 5 7 8 9 10 11 12
Officefurniture 1700 1700
§ Computer
S | equipment and 1900 1900
g software
« | Company 3000 | 3000
g formation fee
% | Initial existences 80080
>
£ | liquid assets 5000 5000
Total Investment | 91680 | 91680
Officerent 4800 400 400 400 400 400 400 400 400 400 400 400
CEO salary 12000 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000
Officeemployee 10800 900 900 900 900 900 900 900 900 900 900 900
salary
he] 700 700 700 700 700 700 700 700 700 700 700
o Insurances 8400
- Utilities and 8400 700 700 700 700 700 700 700 700 700 700 700
internet
. 300 300 300 300 300 300 300 300 300 300 300
Licenses 3600
Contingencies 3240 270 270 270 270 270 270 270 270 270 270 270
Total fixed 46840 4270 4270 4270 4270 4270 4270 4270 4270 4270 4270 4270
expenses
Commodities 206960 80080 | 80080 [ 61600 | 61600 | 80080 | 49280 | 49280 | 61600 | 61600 | 80080 | 80080
% Logistics 68000 7000 7000 5000 5000 5000 5000 5000 5000 5000 7000 7000
'g . 40000 | 40000 | 40000 | 40000 | 40000 | 40000 | 40000 | 40000 [ 40000 | 40000 | 40000
& | Promotion 480000
Total variable 1354960 127080 ( 127080 | 106600 | 106600 [ 125080 | 94280 | 94280 | 106600 | 106600 | 127080 | 127080
expenses
Fixed+variable exp. | 1401800| 131350 ( 131350 | 110870 ( 110870 | 129350 ( 110870 | 98550 | 98550 | 110870 | 110870 ( 131350
TOTAL EXPENSES 1493480 223030 | 131350 | 110870 | 110870 | 129350 | 110870 | 98550 ( 98550 | 110870 | 110870 | 131350
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8.5 Resultsand charts
1 2 3 4 5 6 7 8 9 10 11 12
Income (euros) 134400 109200| 84000| 84000| 84000 84000 67200 67200| 84000| 84000| 109200 | 134400
Total expenses 223030| 131350 | 110870| 110870 129350| 110870| 98550| 98550| 110870 110870| 131350 | 131350
Netprofit -88630| -22150| -26870| -26870| -45350( -26870| -31350| -31350| -26870| -26870( -22150 3050
Accumulated profit | _g8630| -110780 | -137650 | -164520 | -209870 | -236740 | -268090 | -299440 | -326310 | -353180 | -375330 | -372280
13 14 15 16 17 18 19 20
201600 | 201600 | 184800 | 184800 | 184800 | 184800 | 168000 | 168000
Income (euros)
Total expenses 108990 | 90510 | 84350 | 84350 | 84350 | 78190 | 65870 | 65870
) 92610 | 111090 | 100450 | 100450 | 100450 | 106610 | 102130 | 102130
Net profit
Accumulated profit -279670 | -168580 | -68130 | 32320 | 132770 | 239380 | 341510 | 443640
Total expenses (€)
250000
200000
150000
100000
50000
0
i1 2 3 4 5 6 7 8 9 10 11 12
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9 10 11 12 13 14 15 16 17 18 19 20

accumulated profit

Accumulated profit will be positive after the 16" month, and investment will be completely
covered duringthe 17" month.

Duringthe 21th month, the company will have to make anotherinvestment ona Laima shopin
Madrid city centre. Expenses are expected to increase due to the premises rent, employees

salaryand increase of the distribution but margin sales will be higheras well.

TOTAL| 1 2 |3|4|5|6|7|8|9|10[11]12
w2 Premisesreform 4000 | 4000
g Shop furniture 3300 | 3300
ﬁ Computerequipmentand software| 1600 | 1600
Z [Licenses 1100 | 1100
2 | cash 2400 | 2400
é Promotional launch events 20900 | 14000 6900
5 Total Investment 33300 | 26400

Due to this Laima shop will offerawiderrange of products, net profit / unit has been estimated
in 1 € net profit / unit, which is much higher than the net profit we are obtaining selling to

supermarkets.

In closing, annual profitinatime frame of 3 years has been estimated as it follows.

Year1l

Year 2

Year3

Profit

-367 880 €

415 920 €

557 287 €
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9 Conclusions and future opportunities
9.1 Conclusions

In a context of slight economic growth, it is truth that chocolate market is a mature market
where competition is fairly consolidated. However, the differentiation factors of our Laima
products along with a strong distribution and promotion strategy will attract the Spanish
customer.

Availabilityis one of the key factorsin our company, we are offering the product to every single
cityinSpainand we are promotingit wisely. Having atrained staff in every selling point will also
help to send the proper message, especially in Laima shop where Eurosystems will have
completely poweroverthe selection process.

Also, with this project we have tried to defineand designa business model that will be profitable
and sustainable as demonstrated by the business plandeveloped. Inordertoachieveagrowing

profitable business, another distribution strategy, Laimashop, will be introducedduring the 21
month.

9.2 Future opportunities
Chocolate industry s full of interesting and profitable business opportunities to be developed:
Seasonalvariations

Seasonal events have a massive influence on chocolate sales. In Spain, Christmas seasonis the
main holiday for chocolate, followed by other holidayssuch as St Valentine’s Day, Mother’s Day,
SemanaSanta, Easter or Halloween.The last one hasincreaseitsimportancein the las fewyears.

Opportunities regarding seasonal variations:

- Including Laimain Christmas baskets

- Halloween packages

- St Valentines collaborations (per example with flowers, perfumes...)
- Othereditions (Mother’s day, Easterbunnies...)

Fluctuating demand

Due to seasonal events (section above) and to the hot weather in Spain during the summer
season, demand duringJune, July and August decreases significantly. In order to geta smoother
demand, exists the possibility of introducing more "seasonal - friendly" products.

Opportunities regarding seasonal variations:
- Introducing Laimaice-cream
Otherindustries

Targeting other industries and segments besides from food industry could also help the
business.

Opportunities otherindustries:

89



RTU

Laima Products Distribution Company r.' FACULTY OF
].‘" ENGINEERING ECONOMICS
. = AND MANAGEMENT
Business Plan J

- Wedding industry is a very lucrative industry where could be interesting to have
presencein.

- Follow the shop-cafeteria trend. Reform an area of the Laima shop and give the
customersthe possibility to stay and drink or eat some of the products

Formatinnovation

Chocolate manufacturers can also “win with cool” by launching new chocolate formats. An

example of this is the American company TCHO, that has launched new formats, such as filled
painttubesand chocolate pencils.

Las cosas cloras y el chocolate espeso

“Ideas should be clear and chocolate thick”

Please accept this gift os o token of our appreciation to our
valued clients and suppliers; whom we've had the pleasure of

collaborating with in 2013,

For our inaugural thank you gift. we commissioned artisan
chocolatier Sue Lews to hand-craft these bespoke pencils in a

celebrotion of chocolate and innouative ideas.

Logt & Found

Pencil-shaped chocolate, by TCHO

Source: google.com

Cocoa sustainability certifications

Traceability is a growing concern for consumers, 4.8% of chocolate product featured an origin
claim last year. Having a cocoa sustainability certification or a helping farmer program can be
used to give the brand an exclusive cachet and appeal as well asimprove Laimabrand image.

Otherinnovations

Personalizing chocolate or chocolate 3D-printing requires time, serious financial investment,

complex manufacturing and delivery strategies, but the benefits are giving to the customer an
ultimate service thatis hard to obtain otherwise.
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