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Executive summary

International expansion has never been easy, but the global economy is changing, cultural and language barriers are fading and this facilitates companies in conducting business across the world. This paper explains different factors such as the internal analysis, but also the external analysis and the different kinds of entry strategies. This was essential to give the best entry strategy for Victoria’s Secret to enter the Dutch market. 

The first part of the report focuses on the internal analysis. The company’s, product and market description is given. Victoria’s Secret is a company that sells lingerie, women’s wear and beauty products. Since 1977, the company has grown tremendously. It still has potential to grow even further and conquer different markets such as the European market and more specifically, the Dutch market.

The external analysis has identified that there is definitely a market for Victoria’s Secret in the Netherlands. 

Entering the Dutch market can be beneficial for Victoria’s Secret, because entering a new market could lead to new financial opportunities and a broader customer base. To enter the Dutch market, Victoria’s Secret needs to consider three options; direct export, indirect export and cooperative export. Cooperative export means entering the export market with another company. This is not an obvious option since the risk is higher and it can also result in changing the image of the brand. The brand image is one of the reasons why consumers are attracted to buy the products; therefore cooperative export is not an option. Direct export on the other hand, comes close to the Victoria’s Secret way of thinking. Direct export is an entry strategy that Victoria’s Secret is familiar with, as they have implemented this in the United States of America as well. The Dutch and the American markets share many similarities. Besides this, direct export means that the company remains in control of the production process and they can implement their strategy as they wish. 
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Introduction

More and more companies are entering the international market to find new opportunities. Entering the international market has never been as easy as it is now. The changing global economy and the fading of cultural and language barriers are creating opportunities for companies. However, there still remain companies that could have a bigger market share than they currently possess. An example of such a company is Victoria’s Secret, a brand that many young men and women have heard of. Victoria’s Secret is a company that is doing very well in the United States of America and has gained a large following across the world. However, there are still many foreign markets for them to potentially enter into.

Paris, Milan and London are cities that are well known for their fashion sense. The Netherlands on the other hand has never been recognized or appreciated for its fashion sense until the last few years.  This is because The Amsterdam Fashion week and a number of creative Dutch designers have made a name for themselves in the international market. 
This paper will try to analyse if the Netherlands is a good market for Victoria’s Secret and most importantly how they should enter this market. Therefore, the research question of this report is the following: ‘‘What would be the best entry strategy for Victoria’s Secret to enter the Dutch market?’’.  This main question will be answered in the conclusion.

To answer the research questions, diverse research methods will be used to increase the level of appropriateness and reliance of the resulting key findings. A distinction between the used methods - qualitative and quantitative  - can be deducted. For qualitative research, literature review will be used. This will support in defining the topic of the research and to formulate the research design. Existing literature such as books, magazines, newspapers, the Internet and research reports will provide the main body for the qualitative research. As a main source, the book Exportmanagement by Hans Veldman will be used in answering issues around the research question.

For quantitative methods, secondary research, also called desk research, will be conducted, such as appropriate pre-existing data sets, and data previously provided by diverse researchers. Additionally, external data will be collected; for example, the website of the Kamer van Koophandel will be consulted as a contribution to the research.
Main question and sub questions

The main question of this report is: ‘’What would be the best entry strategy for Victoria’s Secret to enter the Dutch market?’’. To help answer this main question, a number of sub questions have been made.
The sub questions that have been researched are:

1. What is the company and product description of Victoria’s Secret?

2. What is the market description of Victoria’s Secret?

3. How is the demographic, economical, socio-cultural, technological, environmental and political-legal situation in the Netherlands?

4. Who are the target groups?

5. Who are the competitors?

6. What are the developments in the industry?

7. How is the Dutch infrastructure?

8. What are the different kinds of entry strategy? 

9. Which type of entry strategy suits Victoria’s Secret the best?

10. What is the corporate culture in the Netherlands?

Reasons for choice of theory and models

Throughout this report, existing theory and models are used. Below a description can be found of which models have been used and for what purpose. 
The model of Abell is a three-dimensional business model. This model will be used in the internal analysis to give a description of the target groups, the needs of the target group and the technology. Implementing this model shows the activities of the company within the market.
The DESTEP-analysis is an abbreviation for demographic, economical, socio-cultural, technological, environmental and political-legal factors. This model is used to understand the external environment. Based on the findings of the DESTEP-analysis, a company can change its strategy to succeed in the market. 
The target groups in the Netherlands will be researched as well. It is important to know if Victoria’s Secret will have customers in the Netherlands and if there are opportunities for Victoria’s Secret in the Dutch market to exploit. Following this, the potential competitors of Victoria’s Secret will be evaluated. In order to stay ahead of the competition, it is important to know who will be Victoria’s Secret biggest competitors. 

The developments in the fashion industry, infrastructure and physical distribution will be researched. The reason for investigating these aspects is to obtain a clearer overview of the market in the Netherlands. It shows if Victoria’s Secret has potential of being a successful company in the Netherlands. 
The SWOT-analysis stands for strengths, weaknesses, opportunities and threats. The internal strengths and weaknesses of Victoria’s Secret will be researched, but also the external opportunities and threats for Victoria’s Secret will be taken into consideration. 
The entry strategy will be researched as well; this because it explains more about the different entry strategies and which type of entry strategy will suits Victoria’s Secret the best. 
Finally, a conclusion will be given. There will be a clear description  of the best entry strategy for Victoria’s Secret to enter the Dutch market in the conclusion.
1. Internal analysis

1.1 Company & product description 

History

It all started in San Francisco, California, the United States. Roy Raymond was a graduate from the Stanford Graduate School of Business and he felt ashamed when buying lingerie for his wife in public or in a shopping mall. So in 1977, he opened the first store in the ‘’Stanford Shopping Centre’’. Shortly after that, three new stores were opened and a catalogue where people could order by mail was introduced. Something important about the stores was that they were meant to give men a comfortable feeling when they went out to buy lingerie for their women. 
Five years later, in 1982, Roy Raymond sold the company to Limited Brands. The personal image of Victoria’s Secret was kept intact by Limited Brands and during the eighties they rapidly expanded the Victoria’s Secret stores to American shopping malls. They offered a variety of products, such as lingerie, shoes, perfumes and dresses by means of a catalogue that was released eight times a year. Victoria’s Secret was the biggest American lingerie retailer at the beginning of the nineties with more than one billion dollar profit. (Fragrance X, 2012, ‘’History and background of Victoria’s Secret’’ section, para. 3)
Limited Brands

The founder, chairman and chief executive officer of Limited Brands was Leslie H. Wexner. In 1963, he opened the first store that was called The Limited. In 1982, Roy Ramond sold Victoria’s Secret to Limited Brands. Limited Brands is an international company selling lingerie, personal care and beauty products, apparel and accessories worldwide through Victoria’s Secret, Pink, Bath and Body works, La Senza, C.O Bigelow, White Barn Candle Co. and Henri Bendel. (Limited Brands, 2012, ‘’Building A Family Of The World’s Best Fashion Reatail Brands’’ section, para. 1) 

Victoria’s Secret 

Victoria’s Secret is an American retailer mainly selling women’s wear, lingerie and beauty products. Victoria’s Secret is represented in the United States, Canada, the Middle East and they have one store in Europe since September 2011, specifically at Amsterdam Airport Schiphol, the Netherlands. However, this store is not accessible for every Dutch citizen who wants to buy a product from Victoria’s Secret. It is accessible for people who are making an intercontinental flight and are leaving from Amsterdam Airport Schiphol. The store at Amsterdam Airport Schiphol is called VSBA - Victoria’s Secret Beauty Accessories - and is focused on the busy traveller who does not have the time for an extensive lingerie shopping session. Victoria’s Secret sells the best of the best in the store at Amsterdam Airport Schiphol. This means that they sell the best selling products such as panties, sleepwear and beauty accessories. They do not sell the famous lingerie and swimwear in the store at Amsterdam Airport Schiphol.
Mission/vision statement
Every company has a mission and vision. A mission is what a company stands for and a vision is what a company would like to achieve. Victoria's Secret is a part of Limited Brands and Limited Brands states that the following is their mission/vision statement: ‘’being committed to building a family of the world's best fashion brands offering captivating customer experiences that drive long-term loyalty and deliver sustained growth for their shareholders’’ (Limited Brands, 2012, ‘’Our mission’’ section, para. 1).
Victoria’s Secret personal mission statement is: ‘’delivering a best in class, captivating, branded customer experience that builds loyalty and enables consistent sales and profit growth’’ (‘’What is the mission statement of Victoria’s Secret’’, 2012, ‘’Answer’’, para. 2).
Products
Currently, the products of Victoria’s Secret are available to consumers across the world through online orders. Consumers have to spend a minimum of $100 in order to have the goods delivered free. The products can be recognized, because of the angel wings designs on perfumes and beauty accessories. The variety of products is huge and innovative. An example of this would include that when a customer wants to order a bra, the consumer can not only choose different designs and colors, but also a selection has to be made between push-up, full coverage, strapless, demi cup, racer back, subtle lift, dramatic lift and many more. This is what makes the products of Victoria’s Secret successful. It offers a variety of products and these products are adapted to every woman’s individual need.

Strategy
Advertising is crucial for companies that sell an image and a lifestyle. Victoria's Secret is such a company. Every year they spend approximately $66 million on advertising and because of that, they have a very successful advertising strategy. Many women are convinced to buy products from Victoria’s Secret, because of their brilliant advertising. Victoria’s Secret catalogues, the annual Victoria’s Secret fashion show, the Victoria’s Secret Angels, which are exclusively top models, and newspaper advertisements help to convince women that buying and using Victoria's Secret products will give them a good feeling about themselves. 
Corporate social responsibility
Victoria’s Secret takes corporate social responsibility seriously. Each year they send more than 400 million catalogues to customers. In 2006, Victoria’s Secret’s parent firm and a conservation group reached an agreement to make the catalogues more environmentally friendly. This was a result of pressure from environmentalist groups. The Forest Stewardship Council certifies the catalogues. The Forest Stewardship Council is an international, non-profit, multi-stakeholder organisation that is promoting responsible management of the world’s forests. They will make sure that the catalogues of Victoria’s Secret are no longer made of pulp supplied from any woodland habitat range in Canada. The Forest Stewardship Council is also ensuring that the catalogues will be made of ten per cent recycled paper. (Business Ethics, 2011, ‘’Social Responsibility at Victoria’s Secret’’ section, para. 3)

1.2 Market description
The model of Abell
The model of Abell is often applied to analyse the scope of a company, in this case the scope of Victoria’s Secret. The business scope of Victoria’s Secret is the three-dimensional space, the cube in the figure. This model explains three aspects. The dimension ‘’target group’’ explains who the target groups are. The dimension ‘’needs’’ explains what the needs of the target groups are and the dimension ‘’technology’’ explains how the company can anticipate customers’ needs. The model of Abell below is applied to Victoria’s Secret and can also be found in appendix 1. 
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Figure 1: the model of Abell
Target groups

The target groups described in the Abell model are women between the age of 18 and 35 years old. These are the real consumers of the products of Victoria Secret’s. However, not only women, but also men between the age of 18 and 35 year old are a part of the target group of Victoria’s Secret, because the idea behind Victoria’s Secret was that men should feel more comfortable buying lingerie for their women. Although these groups are the main target groups that Victoria’s Secret focuses on, a smaller group who buys products from Victoria’s Secret exists as well. This smaller group consists of men and women of other ages who buy products from Victoria’s Secret for relatives or friends as a present. This is a rather smaller part of the target group, especially when keeping in mind the price of the products, which is slightly expensive. People are more likely to spend a small amount of money on gifts for friends and family and a higher amount on close partners.

Needs

Lingerie has been perceived as important for centuries. During the Renaissance, women used to wear corsets that were very uncomfortable and often too tight which made it very difficult for woman to breathe. With the upcoming of feminism, people started thinking of more comfortable underwear. This was to foresee women in their need of comfort and quality, but also sustainability became more important. The needs of women have changed. Comfort and quality are still very important needs for women, but also the way lingerie looks, has almost become as important as the first two. Victoria’s Secret is fulfilling these needs by selling products that are more appealing to look at. The way lingerie looks, can boost the confidence of women and make them feel attractive at the same time. The products that Victoria’s Secret present, depends on the individual needs for each women. Some women would like to be more attractive and prefer a push-up bra and others prefer a more elegant form of underwear. 

Technology (products)

How does Victoria’s Secret fulfil the needs of their target group? Victoria’s Secret adapts to the needs of the target group in a few ways. They produce lingerie in different sizes, forms, colours and texture depending on the individual need of women. If a woman has little breasts and wants to make them look bigger and appealing, she can go for the Victoria Secret push-up bra that will make her breast look bigger and brings out the structure of her body. Victoria’s Secret also produces women’s wear such as shoes, clothes and beauty products. These are all products to fulfil the needs of women to look more beautiful.

2. External analysis

2.1 DESTEP-analysis

How is the demographic, economical, socio-cultural, technological, environmental and political-legal situation in the Netherlands? 

It needs to be taken into consideration that when a new market is entered, macro environment factors can influence the decision making process. That depends on whether there are any threats or opportunities within the Dutch market. The DESTEP-analysis will help analyse these factors to give a clearer overview.  The DESTEP- analysis stands for demographic, economical, socio-cultural, technological, environmental and political-legal factors and so this analysis will help analyse these factors for the Dutch market. The analysis is coupled with a brief explanation on each factor.

The demographic factor

The Netherlands has approximately seventeen million inhabitants and is one of the thirty most densely populated countries in the world with a population density of 401.4/km². (CBS, 2012, ‘’Bevolkingsteller’’ section, para. 1) The largest religion in the Netherlands is the Roman Catholic Church 30%, this religion is followed by the Protestant Church (21%) and the Islam (4%). Approximately 40% of the population call themselves non-religious. (Encyclopaedia of the Nations, 2012, ‘’Netherlands – Religions’’ section, para. 1)
The economical factor

The Netherlands is a flourishing country with an open economy that relies strongly on foreign trade. Although only four per cent of the Dutch population works in the agriculture and horticulture sector, huge amounts of food are produced for the food industry and the export industry. The Netherlands is the third-largest export country in the agriculture and horticulture sector behind the United States of America and France. The economy of the Netherlands is also the fifth-largest economy in the euro-zone and the tenth-largest economy worldwide after countries such as the United States of America, Germany and Japan. 

The GDP per capita in the Netherlands is $42,300. (CIA, 2012, ‘’GDP – per capita (PPP)’’ section, para. 16) The Netherlands is listed on the 16th place at a list of 225 countries that compares the GDP’s of countries. 

The currency that is used in the Netherlands is the euro. At the moment
, the euro records an exchange rate of $1,2765. 
The socio-cultural factor

The Dutch culture is diverse and rich. The main language of the Netherlands is Dutch, but also West Frisian is a recognized language that is spoken in the Netherlands. Most Dutch people, ninety per cent, speak English. This makes the language barrier fade. A smaller part of the Dutch citizens also speak French, German or Spanish. 

The financial crisis has affected the buying behaviour of the consumers in the United States. ‘’Better’’ shopping centres especially are experiencing this change. Luxury goods do not sell well anymore. Middle and upper class shoppers have stayed away and now do their shopping in cheaper stores such as Marshalls and Wal-Mart. Not only has the buying behaviour of the consumers in the United States changed, the buying behaviour of the consumers in the Netherlands has experienced change as well. Dutch consumers have cut back on clothes, but also on holidays. 
There are differences in buying behaviour of lingerie between American consumers and Dutch consumers. According to a research that Sanoma Uitgevers conducted in 2010, 45% of Dutch women buy lingerie more than four times a year, more than 50% of the women are not loyal to one brand and 7% of the Dutch men purchased lingerie for someone other than his partner. (Sanoma Uitgevers, 2010, ‘’Onderzoek naar koopgedrag lingerie’’ section, para. 2) However, in the United States it showed that only after ten years Victoria’s Secret started, the customers of Victoria’s Secret bought an average of eight to ten lingerie sets per year. The national average of buying lingerie in the United States is two times per year. (Marketing Voorbeelden, 2010, ‘’Victoria’s Secret Marketing’’ section, para. 4) 

Another aspect that should be taken into consideration is corporate social responsibility. Society expects corporate social responsibility from the fashion industry. The demand for this is increasing and is becoming more compelling. The production of clothes, shoes and accessories takes, almost entirely, place in foreign countries. Society asks explicitly for accountability from the fashion industry about how the products are produced. Companies are criticized directly when they are suspected of child labor.  Governance and compliance are concepts that are generally accepted, also in the fashion industry. Companies will have to make clear to all parties involved that they feel involved in social problems. They can do this by, for example, certified annual reports.
The technological factor
The technology of the Netherlands is very well developed. The Dutch are one the world leaders in advanced technology. This particularly applies to the high number and widespread use of personal computers, Internet, mobile telephones and broadband technology and the availability of the latest technologies. 

Dutch people use the Internet at home and at work. Approximately 83% of the Dutch citizens have an Internet connection at home. The target group uses smart phones with an Internet connection. They spend time surfing the Internet on their mobile phones or computers to buy clothes. 

The environmental factor

The global financial crisis has a major impact for the business environment in which a company operates. The energy prices and the price of materials fluctuate. Environmental issues and political problems put more pressure on companies. The gap between developed and emerging countries is narrowing. 

The public authorities try more than ever to stimulate consumption and to gain confidence. Yet most companies prepare themselves for even tougher times. This can also offer opportunities. Companies explore opportunities and find the financial, strategic and operational solutions that could improve the liquidity, the financial flexibility and stakeholder efficiencies. After exploring their opportunities, it allows them to build a sustainable business. 
The political-legal factor
According to KPMG, the Netherlands is one of the most attractive countries for foreign companies that wish to establish in Europe. This turned out after a biennial research about the operating expenses in fourteen emerging and developed economies. (KPMG, 2012, ‘’Nederland aantrekkelijk voor buitenlandse bedrijven’’ section, para. 1) A good location, stable politics and the beneficial tax regime makes the Netherlands a preferred location for foreign companies. There is a liberal attitude towards foreign trade and investment in the Netherlands. 
Besides this, the existence of foreign legal entities is recognised by the Dutch law. In the Netherlands any foreign individual, partnership or company (resident or non-resident) may conduct business without having to adopt a Dutch legal form. A foreign-owned company must act according to the Dutch law. A foreign-owned company and a Dutch company have the same status in the Netherlands. However, there can be some registration requirements.

Dutch Customs charges tax on goods that are imported into the Netherlands from a country outside the European Union. The amount of tax depends on the kind of product and on the country of origin. (Government of the Netherlands, 2011, ‘’Import taxes’’ section, para. 1) 

2.2 Who are the target groups? 

The message a company wants to send out, must reach the target group. This can help create the campaign or shape the policy. The target group of Victoria’s Secret in the Netherlands is defined below on the basis of demographic factors. 

Age
The target group in the Netherlands consists of young men and women between the age of 18 and 35 years old. This age is selected, because Victoria’s Secret stands for young, modern and innovative. The products of Victoria’s Secret are destined to fulfil the needs of the selected target group. An advantage of this target group is that friends, family, advertisements and fashion often easily influence 18 until 35 years old. People from a different age are not excluded, they could be a part of the target group, but they are not the primary target group of Victoria’s Secret.
Gender
The products of Victoria’s Secret are made for women, but it must be kept in mind that the stores of Victoria’s Secret were originally made to give men a comfortable feeling when they went out to buy lingerie for their women. The stores should give both, men and women, a comfortable feeling when they shop for lingerie. 
Family lifecycle
The target group consists of people between 18 and 35 years old. These people could be in different stages of the family lifecycle such as ‘’the independence stage’’, ‘’the coupling or marriage stage’’ and ‘’the parenting: babies trough adolescents’ stage.’’ People are still young and willing to buy products of Victoria’s Secret at these stages of the family lifecycle, because they feel a connection with Victoria’s Secret and their products. People between 18 and 21 years old are probably in ‘’the coupling stage’’. People between 21 and 35 years old are either in ‘’the marriage stage’’ or ‘’the parenting: babies trough adolescents’ age’’. There are two more stages after the stages mentioned above; ‘’the launching adult children stage’’ and ‘’the retirement or senior years stage’’. The target group will not be in one of those two stages, because people are becoming older and therefore their needs change.
Generation
The target group consists of people of Generation Y and the Millennial Generation. Characteristics of this generation are, in general, an increased use and familiarity with media, communications and digital technologies. 

Income
The minimum gross income of an 18 years old is €4,22 per hour.  People from the age of 23 and above have a minimum gross income of €9,27 per hour. (FNV Jong, 2012, ‘’Minimumloon’’ section, para. 3)
The price of the products of Victoria’s Secret varies from $30 (around €23.58, this depends on the exchange rate) until $100 (€78,00) or more depending on the needs of the individual. (Victoria’s Secret, 2012, ‘’Bras’’ section, para. 1) It can be stated that Victoria’s Secret is expensive for the target group.
Occupation
The occupation differs with the age. People from the age of 18 are probably students with a part-time job. They do not have a full-time job yet, so this part of the target group saves money before they buy products from Victoria’s Secret. 
From the age of 25, people start with their full-time job. Above the age of 25, people often have a full-time job. This part of the target group could buy products from Victoria’s Secret more easily. They have a full-time job, thus a fixed income. 
Education
The education level varies. People who buy products from Victoria’s Secret are probably well-educated people. This is because the products from Victoria’s Secret are more expensive than average. People with a lower level of education can buy products from Victoria’s Secret as well. In the Netherlands a distinction is made between the different levels of education. People from the age of 18 are in one of the following 3 stages; MBO, HBO or university. HBO and university students are perceived to have a better job than MBO students and also a higher income.
Characteristics/lifestyle

People who buy products from Victoria’s Secret have a few characteristics: they are modern and sophisticated. Alongside, they value the importance of underwear. The women who buy products from Victoria’s Secret are successful in life and very confident. They love to travel and enjoy glamour and luxury. 

2.3 Who are the competitors? 

Victoria’s Secret has many competitors in the United States of America (USA), but Frederick’s of Hollywood is probably the biggest competitor of Victoria’s Secret in the USA. This is the only other lingerie chain store. Other competitors exist, but do not choose to sell by means of own retail stores. They sell trough department stores. 
In this part of the paper, competitors of Victoria’s Secret in the Netherlands will be researched. There are many competitors in the Netherlands Victoria’s Secret has to deal with. These competitors are chain stores such as, H&M, Livera, Hunkemöller and Marlies Dekkers, but also department stores and online shops such as the H&M web shop, that sells lingerie, clothes and beauty products.
The Bijenkorf is such a leading, Dutch department store and sells lingerie of different brands. The Bijenkorf has different department stores throughout the Netherlands and these department stores can be big competitors of Victoria’s Secret. 
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The competitors sell lingerie, swimwear and sometimes also beauty products and clothes. Marlies Dekkers, Livera and Hunkemöller are competitors that are well known throughout the Netherlands, because of their lingerie and swimwear. H&M actually has the same concept as Victoria’s Secret. They sell lingerie, clothes and beauty products. There is one big difference; H&M also sells products for men. Victoria’s Secret only sells products for women. 

The figure on the right (Hoofdbedrijfschap Detailhandel, 2010) shows the market share of body fashion (lingerie). Clothes stores sell the most lingerie, followed by department stores, remaining (stores), non-retail stores, sports specialists stores and supermarkets. All these different kind of stores are potential competitors as well. This figure can be found in appendix 2. 

In short: the main competitors of Victoria’s Secret in the Netherlands are department stores such as Bijenkorf and stores such as Hunkemöller, Livera and Marlies Dekkers. A competitor that should certainly not be underestimated is H&M. This is because it is a very popular brand in the Netherlands. It offers low prices and fashionable lingerie, women’s wear and beauty products. However, a draw back to that is that it is not designed for every woman. It is mostly focused on young women with a particular physical appearance. Women with bigger breast and a full body size will not succeed to find underwear in their size at H&M. 
H&M is not an exclusive brand. The low prices attract many women to wear lingerie, swimwear and women’s wear of the H&M brand. This is something Victoria’s Secret could benefit from. The products from Victoria’s Secret are more expensive and not every woman can or will spend a huge amount of money on lingerie. This means that the products of Victoria’s Secret are more exclusive than the products of H&M. This could be a strength of Victoria’s Secret when entering the Dutch market. 
On top of that, online shopping has been growing rapidly the past few years. There are many Dutch online shops that sell all over the Netherlands. Victoria’s Secret will have to adapt to the new trends in online shopping and have to continuously keep up with changes in the market in order to succeed. Since Victoria’s Secret exists for many years now and is still a very successful brand in America, Canada and the Middle East, it is not a stranger to competition. Entering the Dutch market will not come without difficulties. Dutch people are known to be very keen on their spending. Victoria’s Secret will have to work harder to convince the target group to move away from the old familiar brands such as Hunkemöller and H&M and to purchase products from Victoria’s Secret. 
2.4 What are the developments in the industry?

The fashion industry, where Victoria’s Secret is in, has been growing prosperously. The demand from the customers urges the industry to continuously improve its design, technology and the drive for excellence to match the ever-changing market. This means responding in times to new trends or better yet, trend on the basis of creativity and trend sensitivity. These are the terms to participate in the international fashion world. 

Since Victoria’s Secret products are perceived as a luxury and fashion item, Victoria Secret will have to keep up with the fashion world in order to remain successful and fulfill its customers’ needs and demands. 

The most recent developments in the industry of lingerie and fashion have been online shopping as well as the changing purchase behavior of consumers. Besides this, the huge amount of advertising that consumers are being exposed to through the Internet and social network websites is one of the developments in the industry that many of Victoria’s Secret competitors are taking advantage of.

Apart from this, the social behavior of people is also changing. Many consumers are very restless and inpatient. They want the latest collection and as fast as possible. This influences the production life cycle. The trend and fashion sensibility grows in all layers of the population, starts earlier in life and continues longer. Once, the spring and autumn moments were the moments of choice for the coming season, but these days people buy throughout the year. People buy a style that fits the moment and when they find it necessary. This requires a rapid change of collections and therefore the shortest possible design and production cycle. Different aspects such as design, product development, procurement, retail and so on should optimally cooperate. This must all go along short lines and should be supported by steady flows of information, a quick follow-up of import and export procedures and an optimal logistics network are required. 
 Several other trends and developments in the private sector affects the operation and performance, the success and the profitability of the retailers and wholesalers. The market share of store chains increases; megastores emerge and the chain stores expand their territories.
It is not always clear where wholesale begins and retail ends; stores become trademarks and trademarks become stores. Besides this, the psychical growth of these sales channels, direct mail and the Internet have also conquered a place in retail. 
The figure (Hoofdbedrijfschap Detailhandel, 2010) shows that the online spending on clothes and shoes increased a lot since 2006. This is because in recent years, the Internet became an important sales channel for fashion. In particular body fashion is often purchased online. Tree per cent of all Internet purchases relate to body fashion. The online shops are not only important [image: image17.png]Netherlands
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because of the sales. In 28% of the purchases of clothing and shoes, the consumers oriented themselves via the Internet. The importance of a good website and online visibility increases. 

It is important for companies to have reliable information, because this is the only way to cope with all these developments. 
Macro-economic trends and social trends influence in fashion too. Economic developments cause sales fluctuations. Just the presumption of an economic downturn affects the buying behaviour of consumers.

In short: the most recent developments in the industry are the changing purchase behavior of consumers due to the recession. The trend of online shopping has rapidly grown since 2006. Apart from this, the huge amount of advertising through the Internet, television and social network sites are a recent development that has a big influence on sales. The developments in the private sector such as increasing market share of store chains which results in emerging of megastores are also important developments within the industry.

2.5 The Dutch infrastructure and physical distribution

Infrastructure

Infrastructure can be of great influence in the decision making process of entering a new market. Thanks to its strategic geographical location and the commercial nature of the Dutch population, the Netherlands knows how important it is to have an excellent infrastructure to flourish the international trade.

The Netherlands lays on the North Sea and has three major rivers; the Rhine, Maas and Schelde. 

This excellent infrastructure is seen in the port of Rotterdam, the second largest port in the world and the biggest port in Europe. Every year the port of Rotterdam handles 400 million tonnes of goods. Port and inlands waterways, especially in the area of Amsterdam, connect the various parts of the Netherlands and of its European neighbours. 

Another good example of this excellent infrastructure is Amsterdam Airport Schiphol which has 250 destinations worldwide and has several awards as the best business airport in the world, but also in the field of IT infrastructure.
 It is the third-largest individual cargo airport of Europe. Amsterdam Airport Schiphol transfers over 1,4 million tonnes of cargo every year and was Europe’s fifth-largest passenger airport with 47,4 million passengers in 2008. There are a few regional airports in the Netherlands such as Rotterdam Airport, Maastricht Airport, Groningen Airport and Eindhoven Airport. 

The Netherlands has good roads and a first-rate public transport system. The network of trains and buses is well connected. Countries such as Germany, Belgium, France, Austria, Spain can be reached easily by rail and road. 

Telecommunication

The Netherlands has one of the best communications network in the world. The telephone system is highly developed and well maintained. They have one of the largest cellular telephone systems. The Internet is used widespread at home and at work and almost 83% of the Dutch people have an Internet connection at home. 

Physical distribution

The task of physical distribution is to ensure that the right goods are on time and are delivered in good condition at the customer. Physical distribution is defined as a sequence of related activities. These activities include transport, stocking, storage, removal, inventory control, order processing, preparing for shipment and more. This is from the point of origin to the point of consumption or use, via various channels of distribution. (Business Dictionary, n.d., ‘’Physical distribution’’ section, para. 1)
The costs of physical distribution are in general high, especially with international physical distribution. After a research that was conducted in Europe and the United States of America, ‘’the estimated costs of physical distribution can be as high as 12 till 15% of the turnover’’. (Veldman, 2009, p. 261) When Victoria’s Secret wants to import or export its products, it is important to take care of a number of aspects. Victoria’s Secret has to decide on import/export terms; are they using sea freight or airfreight? Who will do the packaging and how? Who will take care of the transport? And who will pay for the transport?

International Commercial Terms (Incoterms) published by the International Chamber of Commerce (ICC) are used to take care of these aspects. Incoterms make international trade easier and divide transaction costs and responsibilities between buyer and seller. Incoterms refer to a number of important, standard conditions with regard to supply, transport and the risk that may be connected to the delivery of goods. Misunderstandings between the supplier and the buyer can be avoided when using Incoterms.
The most commonly used Incoterms (Veldman, 2009, p. 275):
· EXW (Ex Works)

· FCA (Free Carrier)

· FOB (Free On Board)

· CFR (Cost and Freight)

· CIF (Cost, Insurance and Freight)

· CPT (Carriage Paid To)

· DDU (Delivered Duty Unpaid) 

Victoria’s Secret produces its products in Asia, China, but also in other Asian countries such as India and the Philippines. Since the products are produced in Asia, the products should be brought into the Netherlands. For Chinese companies that are exporting to Europe, the distribution in Europe is in many cases a problem. A good idea for Victoria’s Secret is to use sea freight when transporting from China to the Netherlands. This is the cheapest method. 

When transporting from China to Europe while using sea freight, the most common Incoterms are Ex Works (EXW) or Free on Board (FOB). This means that the buyer arranges the transport and distribution in Europe.  The transport from China to Europe goes by boat when using Incoterm FOB and EXW could apply to every kind of transportation. Different sizes and kinds of containers can be used for this. In appendix 4, an overview of the different kind of containers is given.
2.6 Confrontation matrix Victoria’s Secret

	STRENGHTS

· Victoria’s Secret established a respectable and good image for itself which is globally recognised

· The successful marketing strategy of Victoria’s Secret is very unique 

· Victoria’s Secret products are of high quality, enhance the high prices

· Victoria’s Secret products are innovative, sexy, efficient and desired
	WEAKNESSES

· The products of Victoria’s Secret are falling in a higher price range, so they might not be affordable for everyone

· The products of Victoria’s Secret are not available in every country of the world

· Inexperience in the Dutch market



	OPPORTUNITIES

· International expansion possibilities to, for example, the European Union (this means new markets for the products of Victoria’s Secret)

· Producing underwear and/or other products for men


	THREATS

· Competition from other lingerie brands

· The financial crisis

 


3. Entry strategy

International expansion can be done in different ways. This can be done from the native country, but it can also be done directly on the foreign market. Different factors such as the product, the competition on the foreign market and the provisions of the law of the foreign market have an important role when deciding which entry strategy to imply. 

Victoria’s Secret is an American company with stores outside the United States of America in Canada and the Middle East. The stores in the Middle East are franchise stores. Their franchise partner for the Victoria’s Secret stores in the Middle East is M.H. Alshaya, Co. This is a company with a proven record of successfully supporting international brand expansion. (Limited Brands, 2012, ‘’International FAQ’’ section, para. 5) Victoria’s Secret chose franchising as an entry strategy for the stores in the Middle East. Below the different kinds of entry strategies are explained and then the best and most effective entry strategy for Victoria’s Secret to enter the Dutch market will be chosen.

Different types of entry strategies

There are different types of entry strategies. A distinction can be made between direct, indirect and cooperative export. Direct export means that the company stays in control of the operation. It will have its own managers in the export market and they will build up and maintain contacts with, for example, the consumers and the local sales office. The company sets up a business in the country they wish to enter. This is a big and risky investment. However, the company benefits of the full profit and has complete control over the strategy.
Indirect export means that the company will use third parties in the country they wish to export to. There are different types of indirect export. The most common types of indirect export are: the commercial agent, the importing dealer and wholesaler, the trading house, piggy back, joint selling, the export combination and the international joint venture. 

Cooperative export means entering the export market in collaboration with another company, but this strategy will not work for Victoria’s Secret. It is not their purpose to enter the international market with another company. 
The advantages and disadvantages of direct and indirect export are explained in the table below:
	Advantages
	Disadvantages

	Direct export
	

	- Direct contact with customers
	- Greater financial risks

	- Higher profit margins
	- Investment of time and staff

	- Independent 
	- Limited market coverage

	
	- Insufficient knowledge of market and culture

	Indirect export
	

	- Little or no additional staff
	- Lower profit margins

	- Intermediary has market knowledge and has access to appropriate sales channels
	- Depending on the commitment of partner

	- Possible greater market coverage
	- No direct contact with customers

	- Less financial risks
	


(Kamer van Koophandel, n.d., ‘’Zelf exporteren of via derden’’ section, para. 4)
Which type of entry strategy suits Victoria’s Secret the best?

The most important question is which of all those different types of entry strategies suits Victoria’s Secret the best. The confrontation matrix of Victoria’s Secret shows that there are two strengths that are very important and that made Victoria’s Secret a success. Those two important strengths are the successful marketing strategy and the good image that is globally recognised. This successful marketing strategy includes the exclusivity of Victoria’s Secret. They only have their own Victoria’s Secret stores and do not sell trough department stores. The Victoria’s Secret stores made Victoria’s Secret a success. As written in the history of the company & product description, Roy Ramond opened the first store with the idea that the stores should give men a comfortable feeling when they went out to buy lingerie for women. This unique and successful strategy still attracts so many women and men to buy products from Victoria’s Secret. Limited Brands, the parent company of Victoria’s Secret, had a turnover of 9,6 billion dollars over the year 2010. These reasons are probably the ones that make it clear which entry strategy to choose. Victoria’s Secret should keep the existing, unique marketing strategy, the reputation of the brand and the increasing profit when entering the Dutch market. That is why the best entry strategy for Victoria’s Secret will be direct export. One of the disadvantages of direct export that is described in the table above is insufficient knowledge of market and culture. But according to the text below, the differences between the corporate culture of the Netherlands and the United States of America are, in general, small. 
3.1 What is the corporate culture in the Netherlands?

Main cultural characteristics of the Netherlands

The cultural dimensions of Geert Hofstede will help to get an insight in the Dutch culture. These cultural dimensions are: Power Distance, Individualism, Masculinity/Femininity, Uncertainty Avoidance and Long-term Orientation. The chart below is shows the index ratings of the Netherlands.
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As shown in chart 1 (Hofstede, n.d.), the Power Distance Index (PDI) is low. This indicates that employees in a Dutch organization have the same rights as their superiors. The power within these Dutch organizations is decentralized. The communication between superiors and team members or other employees is direct and participative. 

The highest score of the Netherlands in the chart above is Individualism. This means that the Netherlands is an individualistic society. Society expects that individuals take care of themselves and their immediate family.  In Dutch organizations, the relationship between the employer and the employee is based on mutual advantage. The management within a Dutch organization is the management of individuals.
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The index rate of Masculinity (MAS) / Femininity is the lowest, which indicates that the Netherlands is a feminine society. In a feminine society, thus feminine, Dutch organization, an effective manager is supportive towards team members. Consensus is very important in a feminine society. Conflicts within a Dutch organization are solved by comprises and negotiation and consensus must be reached. 

Next in the chart is the Uncertainty Avoidance (UAI). The score on this dimension is 53. That means that there is preference for avoiding uncertainty in the Netherlands. Countries with high uncertainty avoidance have a need for rules and therefore Dutch people find precision and punctuality important. Besides this, Dutch people are hard workers and have an urge to be busy.

On Long Term Orientation (LTO) the Netherlands scores 44. This means that the Netherlands has a short-term orientation culture. Cultures that are short term oriented have their values oriented towards the past and the present. They have respect for traditions and they fulfil their social obligations.
Chart of the United States of America with the dimensions of Geert Hofstede 


Chart 2 (Hofstede, n.d.) shows the index ratings of the United States of America.

Comparison of the Netherlands with the United States of America 

According to the theory of Geert Hofstede, the cultural differences between the United States of America and the Netherlands are, in general, small. However, there is one, main difference. Chart 3 (Hofstede, n.d.) shows that this difference is the score for the dimension Masculinity (MAS) / Femininity. Where the Netherlands scores 14 on this dimension, the United States of America scores 62. Therefore, the Netherlands is a feminine society and the United States of America is a masculine society. This could lead to different expectations between the two cultures. Where the Dutch people are trying to solve a conflict by comprises and negotiation, American people resolve conflicts at an individual level and their goal is to win.  In short: it can be stated that the gap between the American market and the Dutch market is relatively small.
3.2 Marketing mix

The export marketing mix is the combination of tools that an organization can use to create its marketing strategy. Optimizing the marketing mix is often seen as the main responsibility of the marketing function within an organization. The marketing mix for Victoria’s Secret to enter the Dutch market by direct export will be described below.
Product
Victoria’s Secret sells a wide range of different kind of products to the target group. The products are of good quality and innovative, tailored to the wishes and needs of the target group. The design of the products of Victoria’s Secret is appealing to look at. Comfort and quality are important needs for the target group.
Promotion
A recent opportunity that Victoria’s Secret could benefit from to promote its products, is the launch of the Dutch Vogue magazine on March 20, 2012. This is the perfect magazine for Victoria’s Secret to advertise their products, because the target group reads these magazines. Victoria’s Secret has the right image and for the Dutch Vogue magazine.

Another important aspect of promotion is the Internet. Victoria’s Secret is already active on social network sites such as Facebook and Twitter. However, there is room for improvement. Victoria’s Secret is known for its annual Fashion show once a year. This is still its biggest form of promotion. These Fashion shows are even broadcasted on the Dutch television. 

Price

Victoria’s Secret products are positioned in a higher price range than most of its competitors in the Netherlands. The variety of products comes along with a variety in prices. The price of the famous lingerie they show on the annual Fashion show is between $30 and $100 or more depending on the needs of the individual. Aspects that Victoria’s Secret should take into consideration are shipping costs and taxes.

Place
Victoria’s Secret needs to position itself in the Dutch market where the shops are easy accessible for its customers. Big cities such as Rotterdam and The Hague, but mostly Amsterdam, are such locations. These are the locations where the shops of Victoria’s Secret should be located. These cities are easy accessible by public transport or by car. Victoria’s Secret should open their shops in the hearts of these cities, because that is where the shopping centres can be found. In Amsterdam, that would be the PC Hooftstraat en in The Hague that would be the Hoogstraat. These locations are familiar among the target group. As an entry strategy, it is recommended for Victoria’s Secret to start opening one shop first. The best city to start this shop is Amsterdam. This is because it is the capital city and many Dutch citizens are visiting this city, but also many tourists. 
A distinction can be made between indirect distribution policy and direct distribution policy. 

Direct distribution is not an option, because Victoria’s Secret is not the direct producer of the products. The products are being produced in Asian countries and sold to Victoria’s Secret. Afterwards, Victoria’s Secret sells them through their shops. The consumers buy these products from the shops. The most obvious choice of distribution for Victoria’s Secret is therefore indirect distribution. Also, within direct en indirect distribution, a distinction can be made between push strategy and pull strategy.

Push strategy means that the producer of the goods is tries to convince the wholesaler and retailer to recommend the producer to its customers by offering higher margins and delivery based on credits. The push strategy is often implemented for cosmetics and medicines.

Pull strategy means that the producer influences the consumers in a way that the consumer starts asking for their specific producers. If a manufacturer implements the pull strategy, an effort is made to create a need for the product by the consumers. The most used instrument for this is through commercials. Especially the A-brands implement this strategy. 

Victoria’s Secret is using the pull strategy, because the consumers want the products of Victoria’s Secret. This because of its quality and the way it makes the consumers look. The producers have created a demand for its products, because of the best quality of its products. Due to Victoria’s Secret's continuous marketing efforts, the demand for their products remains unchanged. 
Conclusion

The research question of this paper is: ‘’What would be the best entry strategy for Victoria’s Secret to enter the Dutch market?’’. To enter the Dutch market, the company can choose from direct export, indirect export and cooperative export. Victoria’s Secret will not enter the export market in collaboration with another company, because this could mean that they have to share a big part of their products and profit and that they also have to change their existing image and marketing strategy. This strategy involves too much risk for Victoria’s Secret. Direct export and indirect export are the options Victoria Secret can choose from. Direct export means that Victoria’s Secret will stay in control of the operation, benefit of the full profit and will have complete control over its unique marketing strategy. Indirect export means less financial risks, but Victoria’s Secret will depend on the commitment of a partner. This could be, for example, a commercial agent, a wholesaler or a trading house. Although indirect export is an entry strategy with less financial risks, since it means sharing of costs and working with an agent or importer who knows the Dutch market, direct export is a more suitable option for Victoria’s Secret. Why direct export? Victoria’s Secret implemented this strategy before in the United States of America and is therefore familiar with it. Besides this, the gap between the American market and the Dutch market is relatively small. The costs will be high in the short term, due to the transportation costs, storage costs and more, but in the long term it will be profitable.
There is a place for Victoria’s Secret in the Dutch market. The Victoria’s Secret Beauty Accessories - VSBA - on Amsterdam Airport Schiphol is a good example of this. The shop is very profitable and it does not even sell the famous lingerie Victoria’s Secret is known for.
 To answer the main question, the best entry strategy for Victoria’s Secret to enter the Dutch market is direct export. Choosing direct export means that Victoria’s Secret they can keep their existing, unique marketing strategy, the reputation of the brand will stay intact and they can increase their profit and customer base by entering the Dutch market. 
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Appendices

Appendix 1: the model of Abell
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Appendix 2: market share body fashion (lingerie)


Appendix 3: online spending on clothes and shoes (*1 million)


Appendix 4: an overview of containers

OCEAN CONTAINERS
(Right click on image for a full size view.)
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45' High Cube Dry
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40' Dry Freight
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40' Open Top
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40' Flat Rack
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40' Collapsible Flat Rack
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40' Platform
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40' Reefer
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40' High Cube Reefer
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20' Dry Freight
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20' Open Top
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20' Flat Rack
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20' Tank


CONTAINER INFORMATION
40 FT. STANDARD CONTAINER
	Dimensions:
	Length
	Width
	Height

	Overall
	40' = 12192 mm
	8' = 2438 mm
	8' 6" = 2591 mm

	Internal
	39' 5.25"=
12022 mm
	7' 5.625" =
2352 mm
	7' 10.25" =
2395 mm

	Door Opening
	
	7' 8.25" =
2343 mm
	7' 5.75" =
2280 mm


	Weights:
	

	Max. Gross
	67200 lbs = 30480 kg

	Tare
	8600 lbs = 3900 kg

	Max. Payload
	58600 lbs = 26580 kg


	Cube:
	2392 cu. ft. = 67.7 m3


� May 18th, 2012


� The IT infrastructure is the infrastructure of an electronic information system.
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