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Executive summary
Alteya is a small, private, Bulgarian company which was founded in 1999. Its high quality products are certified by many different international organizations. It manufactures products based on lavender and rose oils such as pure essential oils, cosmetics, perfumes etc. Alteya sells them via e-commerce and sales offices situated on three different continents. The firm has a closed-cycle production; however, it has a weak position on the international markets and its brand name is not well-known. In addition, it is situated in one of the poorest regions of the EU. 
The Bulgarian rose valley (concept name) is the place where roses from the rare type Rosa Damascena are cultivated. It has a unique microclimate and special weather conditions. From this sort of rose, the Bulgarian rose oil is produced, which, in its pure state, has a price similar to the one of gold. Its production is very difficult and time-consuming and it highly depends on the weather conditions. Extract of Rosa Damascena and rose oil are used in order to make the perfume Refan Rose. It is from the type EdP and can be classified into the soft floral notes. Furthermore, the fragrance has a unique scent of roses which grants the perfume a competitive advantage.   
Japan has a population of almost 130 million people, most of whom are a Japanese nationality. The country faces two very significant problems – a declining birth rate and a quickly aging society, which leads to the increase of the share of the “silver market”. Moreover, it is the second largest economy in the world that has not been as badly affected from the world financial crisis as other countries. Japan has an excellent infrastructure. The Eastern Asian nation has a very unique and different culture and business etiquette compared to Western standards. Furthermore, Bulgaria and its products are very popular in the “land of the rising sun”.   
Japan is the world’s largest cosmetics market. The fragrance segment represents the smallest part of it; however, it is almost entirely composed of foreign branded perfumes. Additionally, the market has changed a lot in a positive direction in terms of regulations in the past years. It has become freer and to a great extent easily accessible meaning that export of cosmetics and in particular perfumes has become easier.
The external analysis of the Japanese market investigates its accessibility. In terms of opportunities for Alteya it provides few regulatory requirements and a large target group that constitutes the so-called “silver market”. The complex tax system, modest use of perfumes and the highly competitive market are among the threats that can make it difficult for this Bulgarian company to export its product to Japan. 
Alteya’s most competitive and best product, the perfume Refan Rose, is the one that will be exported. It lacks a brand image and it needs to be adapted to the Japanese market. In terms of price it should be positioned in the high-end niche. Prestige and psychological pricing strategies have to be used in order to sell the perfume in department stores, duty-free shops and on the Internet. The product needs to be promoted via different types of media as well as on cosmetics exhibitions. A choice needs to be made between two advertising strategies – the dispersing capital and the concentrating capital (section 7.4.2). An USP should be correctly and very carefully chosen.
There are four export entry modes that Alteya can use – indirect and direct export, e-commerce and non-export entry mode. The best choice for the export of Refan Rose is the direct method, in particular the use of distributors. In addition, e-commerce can be also used; however, the focus should be on the direct sales via distributors. In the future, when Alteya has gathered more experience on the Japanese market, the export strategy could be changed.           

Factors such as export entry mode, currency fluctuations, demographic changes, competitive rivalry power, success of promotions, documents’ costs and tax policy changes influence the market price of Refan Rose. Taking into consideration all of the above mentioned issues and at the same time making a calculation including different types of cost figures, it could be concluded that the best final customer price of Refan Rose per bottle is ¥ 2,990, which is equal to € 23. 
Refan Rose has an enormous potential that has to be used on the Japanese market, which is one of the few in the world where domestic consumption is not affected by the world financial crisis. Export of the fragrance should start as soon as possible in order to ease the effects of the economic downturn on Alteya. The Japanese market can be successfully penetrated by using the guidelines outlined in this paper.       
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List of abbreviations and glossary
APEC – Asia Pacific Economic Cooperation
ASEAN – Association of Southeast Asian Nations
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BGN – the abbreviation for the Bulgarian currency Lev that is fixed to the Euro (€ 1 = 1.95 BGN)
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CERES – Certification of Environmental Standards
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DPJ – Democratic Party of Japan
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GmbH – Gesellschaft mit beschränkter Haftung / Limited Liability Company
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IFEAT – International Federation of Essential Oils and Aroma Trades
IL – Illinois
JAAA – Japan Advertising Agencies Association
JCSA – Japan Cosmetics Suppliers Association
JFTC – Japan Foreign Trade Council
Joshi – the plural form of the word woman/girl in Japanese language
Land of the rising sun – a synonym of Japan
LLC – Limited Liability Corporation
MIC – Ministry of Internal Affairs and Communications

n.a. – not available

NASA – National Aeronautics and Space Administration
OECD – Organisation for Economic Co-operation and Development
PAL – Pharmaceutical Affairs Law

PEST analysis – Political, Economical, Social and Technological analysis

PR – Public Relations

R&D – Research and Development

Red tape – bureaucratic procedure  
Rose otto – a synonym of rose oil

SAPARD – Special Accession Program for Agriculture and Rural Development
Silver market – the market that consists of people aged 50 or older
Sredna Gora – the Bulgarian words for Middle Forest, a small mountain in south Bulgaria 

Stara Planina – the Bulgarian words for Old Mountain
UN – United Nations
USA – United States of America

USDA – United States Department of Agriculture
USP – Unique Selling Point/Proposition
VAT– Value Added Tax
WTO – World Trade Organization
¥ – the sign for the Japanese yen (JPY)
Introduction
The purpose of this final paper is to develop an export policy plan for Refan Rose Eau de Perfume produced by the Bulgarian company Alteya. The paper will serve as a basis of potential implementation of the plan, i.e. the export of the fragrance to Japan.   
My interest in the Bulgarian rose oil and also in perfumes dates from the time of my early childhood. My mother has been very keen on fragrances. The connection to Japan, I could explain with the fact that I have always been intrigued by the country. In many different books that I have read, “the land of the rising sun” is given as an example of something “different”. In addition, Japan is a very large market that in my particular opinion is not used in its full potential by the Europeans.     

The central question that the final paper answers is the following: “How can the Japanese female fragrance market be successfully penetrated by Alteya’s Bulgarian rose oil Eau de Perfume Refan Rose?” Nine sub-questions are also defined:
· What kind of company is Alteya and what products does it manufacture?
· Why is the Bulgarian rose oil so unique?
· What are the special features of Japan and of the fragrance market there?
· What is the potential of Refan Rose on the Japanese market?
· Which are the best terms that determine the external and internal environments?
· How could the marketing mix be used in the most rational way?

· Which export entry mode is the best choice?

· What is the best estimate for the final market price of Refan Rose?
· What is the final conclusion?
Mainly desk research via marketing, export and business books, reliable Internet web sites and articles from Lexis-Nexis are used. A field research that includes measuring the size of a package of Refan Rose and checking its price on the market was conducted. The reason why it is not extended to more than the above mentioned actions could be explained with the fact that Japan is far away and it is very difficult to find and contact Japanese people.    
At the beginning of the paper an executive summary, table of contents, list of abbreviations and glossary are provided. Next, the paper is divided into nine chapters which consist of numerous sub-sections. The information presented in them is gathered by desk and field researches. In the first chapter a company description and analysis is provided. In the second one Refan Rose is introduced. Chapter 3 is concerned with Japan. The fourth one presents the market definition and the cosmetics and fragrance markets. The external analysis of “the land of the rising sun” is discussed in chapter 5. Next, follows the SWOT analysis which combines sections 1.6 and 5.5. The marketing mix is clarified in the subsequent chapter. In chapter 8 an export analysis is developed and in the last part the final market price is defined. At the end of the paper, the conclusions and references are presented, followed by the appendices.         
1 
Company description and analysis – Alteya
1.1 
Background and history
Alteya is an affiliate company of Alteya Group LLC. The latter “is a private Bulgarian company specialized in the production and export of high quality Bulgarian essential rose oil and rose water” (“Company dedicated to excellence”, 2003, para. 1). Alteya itself is a family-owned company with about 400 employees that is “dedicated to growing world’s most fragrant oil-yielding Rose, the Bulgarian Rose Damascena as well as distilling and offering their customers the finest-quality Bulgarian Rose Oil and Bulgarian Rose Waters available anywhere” (“From Our Family to You”, n.d., para. 1). 

Alteya was founded in 1999 and it started growing its own roses in the rose valley near Kazanluk, Bulgaria. Since then the company has “been adding and planting with roses new fields every year to meet the demands of the growing numbers of new and returning customer” (“Our Story and Mission”, n.d., para. 1).
The company is a member of the International Federation of Essential Oils and Aroma Trades (IFEAT). Its products are certified from the Certification of Environmental Standards GmbH (CERES) which “carries out inspections and certifications according to different governmental and private standards” (CERES GmbH, n.d., para. 1). The German company works with regulators from the EU, USA and Japan, which proves the statement that Alteya creates high quality products. Furthermore, Alteya is licensed from the United States Department of Agriculture (USDA). The USDA is one of the strictest regulators regarding organic products. The department guarantees for products that carry its label, that they are “based on 100% organically-grown and organically-produced ingredients” (“Go Organic, Live Better”, n.d., para. 1). Figure 1 illustrates all of the above mentioned certifications. 
[image: image4.png]


        
Figure 1: Alteya memberships and certifications 
(Source: Alteya Web site: www.alteya.com) 
1.2 
Mission statement
The mission statement of Alteya is not defined as clearly as it should be. However, based on the information that is provided on its web site, one can come to the conclusion that the mission statement is as follows:
All of our operations are directly managed by one of our family members who ensure the highest quality of both our products and services to you, our customers and partners; as well as fair treatment and satisfaction of our employees whom we treat as our extended family (“Our Story and Mission”, n.d., para. 1).
The region situated south of the central part of Stara Planina is where the Bulgarian rose valley (section 2.1) and Alteya’s fields are located. A recent study by Eurostat states that the same south-central region of Bulgaria is, in general, one of the fifteen poorest regions of the EU (Leshtarska, 2008, para. 3). Due to that particular reason, Alteya tries to work “hard to provide employment and support to the local population” (“Poverty and Alteya”, n.d., para. 1). According to Alteya’s web site same section, they provide normal living standards to more than 200 families throughout the poor province. 
1.3 
Product groups
Alteya offers two main types of products. The first category can be defined as the lavender group. It is based on Bulgarian lavender oil and it can be divided into three different sub-groups:
· Pure lavender oil (Lavendula oil) – it is “100% pure and natural steam-distilled essential oil product” (“Lavender Oil (Lavandula Vera) Certification”, n.d., para. 1) 
· Lavender water – not synthetic, but fully pure water that contains only very small amount of pure oil
· Lavender products – cosmetics such as hand creams, bath salts, soaps, shampoos and aromatic candles based on very small quantities of lavender oil  
The second category is the rose group. Basically, there are two main sub-groups: 
· Rose oil – in that sub-group pure rose oil as well as rose absolute, rose concentrate and rose water are included. They differ in the contents of pure rose oil in them and it varies from 100 % for the pure rose oil to just less then 1 % for the rose water 
· Rose products – cosmetics such as hair treatment creams, face and hand creams, body lotions, cleansing milks, soaps, lip balsams and one type of perfume to which more attention will be paid in section 2.4.2
1.4
Sales channels

The products of Alteya are generally sold outside Bulgaria – mostly in Asia, North America, Australia and Europe. The company has a warehouse in Chicago, IL. Alteya places its products on the market via two different sales channels: direct online sales and sales offices. 
The most common type of selling for Alteya is using the so-called e-commerce. It is the “trade that actually takes place over the Internet, usually through a buyer visiting a seller’s web site and making a transaction there” (“Define and Sell”, 2000, p. 6). Alteya gives the opportunity to its customers to purchase a product directly from its web site (www.alteya.com). This means that there is a direct sale between the producer and the end-customer. Both Alteya and its customers benefit from the direct sale, as extra costs that would go to retailers, wholesalers, etc. are reduced to zero.
The processes of ordering and receiving the goods are simple and very similar to other web sites. Initially, the customer chooses the desired product and the country to which he/she wants it to be delivered. Next, the price of the product and shipment details are displayed. After that, a type of payment method can be selected from the following options: Visa, MasterCard, American Express, Discover, eCheck, Google Checkout, and Pay Pal. Thirdly, the customer fills-in his/her personal data such as name, address, e-mail address etc. The product is then shipped and depending on where the customer is situated it arrives between six days for the USA and twelve days for the rest of the world.
The second sales channel that Alteya uses is via its sales office situated in Stara Zagora, Bulgaria, Chicago, IL, USA and Hong Kong. More information regarding the contact details of the sales offices can be found in Appendix 1.     
1.5
Balanced scorecard

The balanced scorecard (table 1) is “a business performance measurement and management system developed by Robert S. Kaplan and David P. Norton that analyzes organizational success by reviewing the combination of financial, customer, internal business process and employee learning and growth perspectives” (“Supply chain Glossary”, 2006, para. 66). In this early stage of the Export Policy Plan, the balanced scorecard will give a general overview of Alteya’s strengths and weaknesses concerning the international trade. 
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Table 1: Balanced scorecard of Alteya
Only the major strengths and major weakness will be discussed in more details. Initially, the main strong points will be outlined: product quality, innovation effectiveness and dedicated employees. The product quality, which is a high-importance factor, is definitely the prime strengths of Alteya. This fact might be explained with the certification that the products receive (section 1.1), as well as the organic and natural character of them. The quality of Alteya’s products is also guaranteed by the only independent research and certification institute in Bulgaria - Government laboratory at the Bulgarian Research Institute for Roses (“100% Pure Bulgarian Rose Oil (Rose Otto)”, n.d., para. 4). One of the slogans of the company is “Quality, we care”. On Alteya’s web site, it is also stated that the company: 
… employ well-known experts who monitor and manage the rose cultivation, harvesting, and rose oil production. We work closely with the Government-appointed rose oil laboratories and institutions to ensure that our essential rose oil meets and exceeds all Bulgarian Government standards (“Alteya's Rose Oil”, n.d., para. 1). 
The fields of Alteya are situated in the Bulgarian rose valley (section 2.1) which provides one of the best quality rose oils in the world (section 2.3). This fact certainly leads to high quality products too.    
Another major strength is the innovation effectiveness and that statement can be proved with the fact that within ten years in this particular field of business, the company has developed a major line of products (section 1.3). These include pure rose oil, rose concentrate, rose absolute as well as different cosmetic products such as hand creams, lip balsams, cleansing milks and perfumes. The product line is constantly changing and improving via new innovative products, new designs, new packaging etc. However, it has been rated as low-importance factor, because more or less all products are based on the rose oil, which makes it difficult to be innovative. 
The last main strong point is the dedicated workforce which is evaluated as a high-importance factor. Alteya states on its web site in the section “About us”: “Our employees are our extended family – like us, they love the Roses” (“Poverty and Alteya”, n.d., para. 1). In Alteya’s mission statement (section 1.2), the employees seem to have a major role and this inevitably leads to a dedicated staff. Of course, high quality products can be produced only by a dedicated and well-trained workforce.         
The major weaknesses are the geographical coverage and career opportunities, which are rated as medium-importance factors. Alteya covers only the North American, Australian, European and some parts of the Asian markets (section 1.4). Given its strengths, there are many opportunities for its business to expand to other countries. The second and last weakness is the career opportunities. Alteya does not provide any information regarding that on their web site, which nowadays is basically the main way to find and recruit workers.

1.6
Strengths and weaknesses

Following the internal analysis of Alteya, the main strong and weak points will be summarized and presented below. They will also be found in the SWOT analysis in section 6.1, where they will be 
discussed in more detail. 
Strengths:
S1
High quality products at low price

S2
Closed-cycle production company 

S3
Competitive advantage

S4
Location of business – EU

S5
Small size

S6
Innovation effectiveness

S7
Dedicated employees

S8
Internationally certified
Weaknesses:
W1
Weak position on the international markets

W2
Brand image not well-known

W3
Small size

W4
Young, inexperienced

W5
Located in a poor area

2
Product description – Refan Rose EdP
2.1
Bulgarian rose valley 

The Bulgarian rose valley, which is not a geographical but rather a concept name, is located in the south-central part of Bulgaria, between Stara Planina and Sredna Gora mountains (figure 2). The geographical name of the valley is Kazanlushka-Karlovska Hollow. It has a length of some 128 kilometers and a width of 48 kilometers, meaning it covers an area of about 6,000 square kilometers (figure 3). The cities of Kazanluk, Karlovo, Sopot and Kalofer are situated in the same valley. The highest point is Klisura which is situated at 710 meters above sea level. 
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Figure 2: Terrain map of Bulgaria with the rose valley marked on it 
(Source: Bulgaria Trips Info Web site: http://www.bulgaria-trips.info/Bulgaria-Cultural-Map.html)
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Figure 3: The Bulgarian rose valley marked
 (Source: Google Maps Web site: maps.google.com) 
The valley is located in a region with very specific and rare weather conditions, which might be easily defined as a unique microclimate. A microclimate is the weather conditions in a small area that are very different from those in the surrounding region. The microclimate in the rose valley is a mixture of moderately continental and transitional continental. The average temperature is 11.4 °C. The precipitation is the heaviest in the spring in the months of May and June. The rainfall amounts to 80 up to 100 liters per square meter for the two months mentioned above. All above mentioned aspects of the microclimate in addition to the air humidity, cloudiness and absence of intensive sunshine, add up to one perfect set of conditions where the Rosa Damascena (section 2.2) is cultivated with a great success (“The Valley of Roses”, n.d., para. 1-4). Another two very important factors that allow Rosa Damascena to grow well in the region are the altitude and soils from the type lightly sandy maroon-mountain.    
2.2
Rosa Damascena 


The Rosa Damascena (figure 4) is named “The Queen of Flowers”. Actually, it is a rose bush that usually reaches a height of two meters and lives for about 30 years (“Traditional Rose Oil Production”, n.d., para. 12). Its 30 petals are rich in essential oils and it is one of the symbols of Bulgaria. It will be printed at the back side of the future Bulgarian Euro coin (Ivanova, n.d., para. 13).  
Rosa Damascena’s origins cannot be tracked. However, it is well-known that oil-bearing roses, to which Rosa Damascena belongs to, originate from Persia (nowadays Iran), where they had grown as wild plants. Most probably, this type of rose had arrived in the lands of Bulgaria in the first century, brought by the Romans. In the modern history there is data that “it has been cultivated in this area in central Bulgaria for more than 300 years” (Toshkov, 2009, para. 16). During the communist period in Bulgaria (1946–1989), many fields had been cultivated with Rosa Damascena. However, in the transitional period to market economy until 2001, the rose production “dropped from some 80 percent of the world's rose oil output during communist times to less than 30 percent in 1990” (Toshkov, 2009, para. 5). Nowadays, in the Bulgarian rose valley there are about 3,600 hectares (36 square kilometers) planted with the oil-bearing rose. Up to 2001 they were only 1,100 hectares, meaning that 2,500 hectares have been planted afterwards.  This is due to large amount of money from the EU SAPARD program invested there. The second reason is the investments of foreign companies which have seen a great opportunity for business with rose oil. Thirdly, the Bulgarian “government invested some € 50 million” (“Bulgaria Expects Record Rose Oil Production”, 2007, para. 4) in the rose production. These rose fields provide work to more than 40,000 people in the spring-summer seasons period (Toshkov, 2009, para. 6-14).      
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As mentioned in section 2.1, the special conditions in the rose valley make it the best area for the cultivation of Rosa Damascena. At the present time, this special sort of rose is cultivated only in Bulgaria, Turkey and some very small quantities in Morocco. Out of about 5,000 different kinds of roses, only about few are suitable for the production of rose oil (“Bulgaria Expects Record Rose Oil Production”, 2007, para. 7). 
Figure 4: Rosa Damascena petal (Source: Ecoplanet Natural Products and Ingredients Web site: www.eco-planet.com/herbalextracts/images/Rosa%20damascena%20%20Rosa%20centifolia.jpg)
2.3
Bulgarian rose oil 

2.3.1
Definition
The Bulgarian rose oil (figure 5) is produced out of Rosa Damascena roses (section 2.2) only. It comprises to “more than half of the world’s output. The biggest buyers are France, the United States, Germany and Japan” (Toshkov, 2009, para. 20). The definition of the rose oil according to Encyclopedia Britannica is:       
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also called otto of rose, essence of rose, or rose oil is fragrant, colourless or pale-yellow liquid [image: image7.wmf]

essential oil distilled from fresh petals of Rosa Damascena and R. gallica and other species of the rose family Rosaceae. Rose oils are a valuable ingredient of fine perfumes and liqueurs. They are also used for flavouring lozenges and scenting ointments and toilet preparations (“Attar of Roses”, 2009, para. 1).
Figure 5: Bulgarian rose oil 
(Source: Adri Export-Import Ltd. Web site: http://adribulgaria.en.ecplaza.net/1.jpg)
2.3.2
History

Rose oil has been invented in the times of the old civilizations and used by the Persians, Egyptians, Greek and Romans. In the later stage when the Arabs came to the Middle East, it evolved and became more popular. It was brought to Europe by “the Ottoman Turks in the 16th century” (Traditional Rose Oil Production”, n.d., para. 9). With the invasion of the Turks in Bulgaria, the rose oil was brought to the country and became the main means of livelihood for the people residing in the region of the rose valley (section 2.1).     
2.3.3
General applications

The Bulgarian rose oil is famous for its aphrodisiac, antidepressant and antiseptic qualities. It heals skin problems, asthma, coughs, depression, headache and insomnia. At the same time, it is the least toxic among essential oils (“Rose Oil Info and Uses – Rosa Damascena”, n.d., para. 1). Its applications are mainly in the perfumery and cosmetics industries which are “unthinkable without rose oil” (Traditional Rose Oil Production”, n.d., para. 1). However, as mentioned above, it is also a good medicine. In addition, it could help if a person experiences sexual or emotional problems. Surprisingly, pure rose oil is also used in the lubrication of all NASA spacecrafts due to the fact that it is heat-resistant. More information regarding Bulgarian rose oil characteristics and properties can be found in Appendix 2.
In its most important application i.e. the perfume industry, the Bulgarian rose oil has an impressive “business card”. Only a small number of the brands and types of perfumes that use only Bulgarian rose oil for their production will be mentioned: Flower by Kenzo, Coco by Chanel, Y by Yves Saint Laurent, Addict by Dior, Lauren by Ralf Lauren, Fendi Perfume by Fendi, Green Tea by Bvlgari and many others (“Applications a World of Possibilities”, n.d., para 1-29).          
2.3.4
Production and costs

The bushes of Rosa Damascena initiate to blossom between end of May and mid-June. Of course, this depends on the climate conditions in the region. The rose-picking is only made by hand as no automation is possible. It begins very early in the morning, exactly at sunrise and it gathers thousands of people on the rose fields. The process ends by late morning and by the time the “dew is still sparkling on the flowers” (“Alteya’s Rose Field Gallery”, n.d., para. 4). The flowers are then immediately transferred from the bags of the pickers to the distillery. The distillation must be processed “within 24 hours to yield the best quality and quality of oil” (Toshkov, 2009, para. 18).
One kilogram of pure rose oil is traded for a price of about € 5,000. The top price was paid by a Japanese customer, who purchased one kilogram of Bulgarian rose oil for almost € 7,000 in 2007 (“Traditional Rose Oil Production”, n.d., para. 3).  A simple calculation method will be provided below in order to understand why rose oil is so expensive and has prices similar to gold.
 1 kg of rose oil = 3,000 kg of rose petals = 900,000 petals  
On the other hand, the Bulgarian rose oil might be also easily called cheap, because of the cheap labor as well as low fixed and variable costs that Bulgaria offers. This matter will not be discussed in more details, it will be only mentioned that the average daily salary of a rose-picker is € 10.     

The production of rose oil had been as follows during the last four years:
· 2006:   1,500 kg (“Bulgaria Expects Record Rose Oil Production”, 2007, para. 5)
· 2007:   2,500 kg (“Bulgaria Expects Record Rose Oil Production”, 2007, para. 5)
· 2008:   3,000 kg (record) (Toshkov, 2009, para. 22)
· 2009:  no official information yet; however, due to unfavorable weather conditions, quantities will drop dramatically
2.3.5
World financial crisis

There are two opinions whether the world financial crisis has an effect on the rose oil production in Bulgaria. The positive side states that the economic crisis does not affect that particular business due to the fact that this product is an extremely rare commodity and the demand exceeds the supply. However, weather conditions do influence the business. As the climate is less and less predictable, it would be difficult for the rose producers to estimate and plan their business ahead. On the other hand, there are also people saying that the demand has sharply decreased and that the industry is suffering and shrinking. They explain that with the decreased demand for expensive perfumes and cosmetics. According to these people, the price of the rose oil has fallen dramatically due to the recession, while the positive side says that this is only because of the low quality harvest in 2009.    
2.4
Perfumes and Alteya’s Fragrance
2.4.1
Perfume types
According to Encyclopedia Britannica, a perfume is:

fragrant product that results from the artful blending of certain odoriferous substances in appropriate proportions. The word is derived from the Latin per fumum, meaning “through smoke.” The art of perfumery was apparently known to the ancient Chinese, Hindus, Egyptians, Israelites, Carthaginians, Arabs, Greeks, and Romans (“Perfume”, 2009, para.1). 
Depending on the concentration of essential oils there are four different types of perfumes. They can be found in table 2 which includes the name of the perfume type, its abbreviation as well as the concentration of essential oils in percentage.  
	Name
	Abbreviation
	Essential oil concentration in %

	Perfume Extract
	n.a.
	> 30

	Eau de Perfume
	EdP
	15 – 30

	Eau de Toilette
	EdT
	8 – 15

	Eau de Cologne
	EdC
	5 – 15


     Table 2: Types of perfumes (Tirupathi, 2009, para. 5-6)
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Another important aspect that one needs to be aware of regarding perfumes is that according to their scent they are classified into four different groups. The best way of understanding the categorization, is by using the so-called Fragrance Wheel (figure 6) developed by Michael Edwards in 1983. There are four main notes: floral, oriental, woody and fresh which are each divided into three sub-groups. In the center of the wheel, one can see “Fragrances” which is also a classic type of note.      
Figure 6: The Fragrance Wheel 
(Source: Lmonte, candle house Web site: http://naturalcandle.com.au/uploads/images/fragrances/fragrance-wheel.jpg)
2.4.2
Refan Rose Eau de Perfume
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As mentioned in section 2.3.3, brands such as Kenzo, Yves Saint Lauren and Ralf Lauren use Bulgarian rose oil to produce their perfumes. A Bulgarian company that also uses this type of rose oil to produce a fragrance is Alteya. It has only one, but special, perfume in its product line and its name is Refan Rose Eau de Perfume (figure 7). It is from Alteya’s category rose products (section 1.3). It contains Rosa Damascena extract and is certified by CERES GmbH, but not from the USDA as it is not entirely organic. The fragrance is one of a high quality. It is designed for elderly women aged 50 and above.
Figure 7: Refan Rose Eau de Perfume 
(Source: Alteya Web site: http://www.bulgarianroseotto.com/eaudeparfumrosefragrancepop.html)
Refan Rose as it will be called from here on is from the type EdP, meaning it contains somewhere between 15 and 30 % of essential oils. On the Fragrance Wheel (section 2.4.1), it might be classified as a soft floral note which is usually preferred by the elderly women.  The perfume has very specific and easily recognizable scent of a rose and at the same time it is long-lasting. It is universal and might be used during an ordinary work day as well as during an exclusive date. By its aroma Refan Rose differs tremendously from its foreign competitors; however, there are other Bulgarian companies such as Evtera, Bulgarian Rose Co. and BioFresh Cosmetics that produce fragrances with a similar scent. Alteya’s perfume possesses the potential to develop a very good USP (section 7.4.4).  
Refan Rose is offered in a 50 ml light pink “frosted glass bottle in a beautiful outer package” (“Bulgarian Rose Perfume”, n.d., para. 2).  As Bulgaria is a member of the EU, it is obvious, but needs to be mentioned, that Refan Rose is a product made in the European Union. The price on Alteya’s web site is $ 19.95 which is roughly € 13.5. However, on the Bulgarian market it is offered for BGN 8.80 – that is about € 4.50. It might be classified as a very cheap perfume even though it is in a small package. An overall presentation of the perfume as it is on Alteya’s web site can be found in Appendix 3, which also includes the ingredients of Refan Rose printed on the backside of its package.
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3
Country overview – Japan
3.1
General facts
Japan is situated in the east part of Asia (figure 8) on more than 6,800 islands with different sizes. The area of Japan is 377,915 square kilometers (CIA, 2009, para. 4). “The land of the rising sun” as it is called by many, has only one official language – Japanese. Its capital is Tokyo and it is situated in the +9 GMT time zone. Japan is a parliamentary constitutional monarchy and is the second biggest economy in the world. 
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Figure 8: Japan’s location
 (Source: CIA Web site: https://www.cia.gov/library/publications/the-world-factbook/geos/ja.html)
3.2
Demographics
The population of Japan is just above 127 million with 98.5 % being from Japanese nationality. More attention will be paid to the female part of it. It accounts to 51 % of the total inhabitants or in numbers that is 65 million. For every woman, there are 0.95 men. The female median age is 46.1 and their life expectancy is 85.6 years, which is among the top three highest in the world (CIA, 2009, para. 1-11). 

The country faces two very significant and interrelated challenges – the declining birth rate and the steadily and quickly aging society. Since 1997 the elderly have outnumbered the young (Ministry of Internal Affairs and Communications, n.d., para 1). In 2009, more than 22 % of the population is above 65 years old. As figure 9 shows, the percentage of Japanese who are aged 65 or above is higher compared to any other nation in the world. By 2030, the problem will become even more disturbing. In terms of business, this means that the so-called “silver market” share is the largest and will increase its portion even more in the future. On the top of that, Japan has “one of the lowest birth rates in the world” (Head, 2004, para. 2) with a negative population growth rate of       -0.191 % (CIA, 2009, para. 4).     
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Figure 9: Proportion of elderly population by country (aged 65 years and over)
(Source: Statistics Bureau, MIC, Ministry of Health, Labor and Welfare: United Nations)
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Japan’s population density can be found in figure 10. The five largest cities in a decreasing order are Tokyo, Osaka, Kanagawa, Aichi, and Saitama. They have each a population of over seven million people and they account to 34.8 % of the total number of inhabitants of the country. Many businesses focus mainly on the regions with high density as logistics cost are low and demand is high.    
Figure 10: Population density by prefecture (2005) 
(Source: Statistics Bureau, MIC Web site: stat.go.jp/english/data/handbook/c02cont.htm#cha2_6)
3.3
Economy

3.3.1
General overview

The second largest global economy in the world after the USA is the sixth largest importer and the fourth largest exporter. Some main economic indicators for 2008 are:
· GDP: $ 4,924 billion (Australian Government Austrade, 2009, para. 15)
· GDP per capita: $ 38,559 (Australian Government Austrade, 2009, para. 15)
· Real GDP growth: – 0.7 % (Australian Government Austrade, 2009, para. 15)
· Inflation: 1.4 % (Australian Government Austrade, 2009, para. 15) 
· Unemployment rate: 4 % (CIA, 2009, para. 9) 
The EU exports to Japan goods and services for € 42,396 million and the imports are equal to € 74,793 million which makes a deficit in trade of – € 32,397 million. In 2008, Bulgaria has exported to Japan € 18 million and has imported € 140 million. However, the exports to Japan in 2000 were € 19 million, meaning that for a period of eight years, there is a loss of € 1 million. The trade deficit from the Bulgarian perspective grew to be from – € 49 million to – €122 million (Europa, 2009, para. 7). A full overview of the trade between the European Union 27 member states and Japan can be found in Appendix 4.         
3.3.2
World financial crisis
As any other economy, Japan has experienced the world financial crisis. However, the effect of it there is less. This could be explained with the fact that in the recent years Japanese people were much more careful when taking loans from the banks, which actually initiated the present world financial crisis elsewhere. They learned their lesson from the economic downturn that Japan experienced in the early 1990s that started exactly because of bad real-estate related loans. Nowadays, the “domestic consumption is less affected” (Australian Government Austrade, 2009, para. 6) compared to other countries. All these factors, in addition to the fact that Japan is the second largest economy, add up to the conclusion that “the land of rising sun” is a very good choice for a country to which to export to.  
3.4
Business etiquette
It is very important in Japan and one’s business could not be successful without knowing and obeying the Japanese business etiquette. In this section, only the main and most important trends will be outlined; however, if going to Japan for business meetings, one should inform himself/herself in more details for the business manners there. 
In table 3 one can find only the most important things that he/she should do or do not do.  
	Do
	Do Not

	Be punctual
	Take friends or family to business meetings

	Bring a lot of business cards, best translated to Japanese
	Write on business cards

	Handle business cards with great respect
	Seat wherever you like, you should wait to be invited to seat

	Avoid open conflict
	Bring expensive gifts

	Wear dark suit and white shirt for men and trouser suit or longer skirt for women 
	Open gifts in front of the giver

	Call 1-2 hours before a scheduled meeting to confirm
	Blow your nose, go out of the room if you would like to do that

	Arrive ten minutes earlier to a meeting
	Shake hands strong on a first meeting

	Take notes during a meeting
	Ask anything for the private life of the Japanese

	Smile, be pleasant, be willing to learn
	Wear black suit, white shirt and black tie because that is a funeral attire


Table 3: Do and do not on business meetings in Japan 
(Australian Government Austrade, 2009, para. 3-13) & (Venture Japan, n.d., para. 5-8) 
Other significant aspects that one should keep in mind are:

· English is not commonly spoken in companies and governmental institutions and usually during meeting a translator will be provided
· Business meetings might seem to develop slow to Westerners
· Bribery is a crime
3.5
Bulgaria’s popularity in Japan

Surprisingly or not, the small country from Eastern Europe is very famous in Japan. There are three main reasons that could explain the unexpected fact. The first and most important one is the professional sumo player Kotooshu, who was born in 1983 and raised in Bulgaria. His real name is Kaloyan Mahlyanov and he grew up in a small village in the central part of the country. He moved to Japan at the age of 17 and began to take part in sumo wrestling when he was 19 years old. On 24 May, 2008, he became the “first European to capture a coveted Emperor's Cup” (“Bulgarian Kotooshu crowned king of sumo in historic tournament victory”, 2008, para. 1), which is one of the most famous and watched events in Japan. The sumo wrestler is very popular there with his good looks and he is called by many the “David Beckham of sumo”. His popularity might be also explained with the fact that he appears in many different television advertisements. In short, he is a superstar in Japan and everybody knows he is Bulgarian. 
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The second, and also very important reason for the Bulgarian popularity in Japan is the Bulgarian yoghurt. Only one out of the 40 companies that sells it “is with the biggest share on the Japanese market with 39 %” (Ilyeva, 2007, para. 6). In Japan, it is believed that it prolongs the life of a person and it is very healthy. In conclusion, “Bulgarian yoghurt is known to 95 % of consumers in Japan” (“Japan's MEIJI Dairies to Expand Bulgarian Yoghurt Market in Southeastern Asia”, 2003, para. 3).  

Figure 11: Kotooshu advertising Bulgarian yoghurt in Japan 
(Source: http://9.media.tumblr.com/HMYQgMDrx9g74q7u7jhJFK0U_500.jpg) 
The third reason is that Bulgarian rose oil is admired and well-known in Japan. It can be concluded that Bulgaria as a whole enjoys huge popularity in Japan, which inevitably leads to the fact that Bulgarian products are easily spotted and have a good name and reputation in Japan. 
4
Market definition
4.1
Cosmetics and fragrance markets
4.1.1
Cosmetics market
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Japan is “the world’s largest cosmetics market” (Australian Government Austrade, 2008, para. 1), in which, since 1998 with the exception of 2008, there is a constant increase in imports. As figure 12 shows, only for a period of eight years, there is a growth of $ 585 million, which in percentage is 42.3 %. Even though in 2008 there was a slight decrease in the imported cosmetics, the number is still much above the 2006 value. Experts say that most probably the value of the 2009 imported cosmetics will be more than the one in 2008.    
Figure 12: Development of the market for imported cosmetics in Japan (1998-2008) 
(“Thriving import cosmetic business in Japan”, n.d., para. 3)
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The latest data regarding the cosmetics market in Japan is from 2008. As figure 13 illustrates, at that time it was about $ 15.3 billion or € 11.7 billion. The largest share is for the skin and body care products with just below 44 %. In second place are the hair care goods and very close by are the make-up products with 23.7 %. Other types of cosmetics have 4.6 % share. The perfumery and fragrances have the smallest part of the pie with the insignificant 0.3 %. More attention of the segment will be paid in section 4.1.2.  
Figure 13: The Japanese cosmetics market in 2008 
(“About the Japanese Beauty Market”, n.d., para 2)
Nowadays the consumers in Japan want more value for money. There is a lot of potential on the cosmetics market; however, it is very competitive. There are two types: high-end and low budget. Products from top foreign brands distributed to department stores and sold over with personal advisors belong to the higher end market. On the other hand, cosmetics goods from new to the market foreign brands and domestic products with lower quality could be found in supermarkets and drugstores. They fit in the low budget market. That is the reason why, on the Japanese market, mid-range products are very hard to position (Australian Government Austrade, 2008, para. 2–4).

The Japanese cosmetics market has changed tremendously over the years in terms of regulations. It has become freer and to a great extent easily accessible, which is a very important aspect, if a company decides to export and make business in Japan. The most significant change was the implementation of the Pharmaceutical Affairs Law (PAL) in April 2005 which “aims to harmonize requirements and reduce some of the conflicting demands by incorporating the guidance documents of the Global Harmonization Task Force (GHTF)” (BSi Group, n.d., para. 1). Another important aspect is the “regulatory harmonization with cosmetics rules governing cosmetic product in the European Union allowed to reduce “red tape” to decrease administrative costs” (G&S International Japan, 2007, p. 9).   
4.1.2
Fragrance market
The fragrance market is a part of the cosmetics one. Japan has a long history regarding fragrances that dates back to 1000 years B.C. The perfumes play an important role in the Japanese lives. Nowadays, the market niche is estimated to be € 37.7 million (figure 13). Even though the perfume market share is only 0.3 %, it constitutes of 95 % foreign brands (G&S International Japan, 2007, p. 8). This fact proves that, Japanese perfume brands are very weak compared to the foreign ones, which totally dominate the segment. In addition, there is more space for development and a good opportunity for new unknown to the market fragrances. Another important aspect is that “consumers are leading an increasing interest in perfumes” (Australian Government Austrade, 2008, para. 5).     
4.2
Abell’s three dimensional model

According to Harvard Professor Derek F. Abell, the three dimensional business definition covers: customer groups to be served, customer needs to be served, and technologies to be utilized.  (“Three Dimensional Business Definition (Abell)”, n.d., para. 1-2). In table 4, Abell’s model is represented and further explained and in figure 14 it is illustrated.   
	
	Customer functions

	Customer Groups

	Alternative technologies

	Axis
	Y
	Z
	X

	Question
	What?
	Who?
	How?

	Explanation
	Needs of the customer that the product fulfils
	Defines the customers that will use the product
	Defines the way in which the customers needs will be satisfied
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Table 4: Table representation of Abell’s three dimensional business definition
Figure 14: Visual representation of Abell’s three dimensional business definition 
(“Abell Matrix”, 2009, para. 1) 
In table number 5 the three dimensional business definition of Alteya’s Refan Rose on the Japanese market will be presented. 

	Customer functions

	Customer Groups

	Alternative technologies

	New experience
	Women 50 +
	Value for money

	EdP
	Women pensioners
	R&D activities

	Universal
	Homosexuals
	Expanding product line

	European
	Men searching for a gift 
	Improving quality

	Bulgarian
	Retailers
	Available everywhere

	High quality
	Wholesalers
	Excellent customer service

	Long-lasting scent
	
	Further certification

	Unique different scent

	Foreign manufacturer

	Light, bright and small packaging

	Natural ingredients

	Small size

	Good price

	Certified


Table 5: Three dimensional business definition of Alteya’s Refan Rose 
All of the above mentioned definitions lead to the following market definition regarding Alteya’s Refan Rose. In Japan, Alteya will offer its only fragrance – Refan Rose EdP, in order to fulfill the needs of the consumers, who search for a new, universal, unique scent experience from a foreign brand, at the same time with a high quality at a value for money price.  

5
External analysis

5.1
Buyer’s analysis
Who are the current and potential buyers of Refan Rose?
The current and potential buyers of Refan Rose are elderly women. As the fragrance is universal, it might be purchased from women in their 50’s as well as pensioners. Basically, all women aged 50 and above are the potential customers. Other group of people who might be interested in the product is the homosexuals. As many of them like female perfumes, they might buy Refan Rose. In addition, men who search for a present for their girlfriends, wives or mothers could purchase the perfume as it is a very common gift. Furthermore, the Japanese retail chains as well as wholesalers might be potential buyers.    
Where do they purchase the product?
The potential buyers could purchase Refan Rose in department stores, duty-free shops on the airports, convenience stores as well as on the Internet from Alteya’s web site, which might be especially adapted to the Japanese market. The domain www.alteya.jp is available.   
What do they do with the perfume, what is its function?

The customers will spray Refan Rose on themselves and enjoy the unique and nice scent that it has. It will also give them self-confidence that they smell nice and different for a long period of time. The small and light package of the perfume might be carried in their bags, which will give them the possibility to carry the fragrance with them and use it anytime they want. The function of Refan Rose will be to provide good experience for the customers from a reasonably priced product, which gives them pleasure when using it.   
When do they buy Refan Rose?

The customers might buy the product whenever the perfume they use is empty. Refan Rose can be also purchased as a present before big holidays in Japan such as National Foundation Day and Showa Day. They will buy it when they go shopping either for clothes (department stores) or surfing on the Internet. The perfume will be more demanded in the summer than in the winter as people use more fragrances when the weather is warm. The customers can also purchase the product when they are on the airports, doing duty-free shopping as this is when people mostly buy perfumes as they consider them cheaper there. 
Why do buyers choose Refan Rose instead of other perfumes?
First of all it has to be mentioned that customers like to change their perfumes and there are just a few that are consistent and buying always one and the same fragrance. This is the first reason, why customers will buy Refan Rose instead of other perfumes. The second one is that the scent is very easily recognizable and at the same time universal. The people will also prefer it, due to the fact that the fragrance is from the group with the highest concentration of essential oil, i.e. EdP. Refan Rose will be very reasonably priced and it will be also interesting for the Japanese customers to try something new that will give them a different experience. The light, bright and small package is the last reason why they will pick Refan Rose.         
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5.2
PEST analysis
5.2.1
Political factors
Japan is a parliamentary democracy with a constitutional monarchy. Its Head of State is HM Emperor Akihito and the Head of Government is Prime-minister HE Mr. Tukio Hatoyama from the Democratic Party of Japan (DPJ). He was appointed on the 16th of September 2009. Japan uses the Westminster type of government and its parliament “consist of a popularly elected House of Representatives” which has 500 seats “and a House of Councilors” which has 252 seats (Australian Government Austrade, 2008, para. 17). There are three types of government and they are local, state and national. The most dominant parties are the DPJ, Liberal Democratic Party and Komeito. 
The first factor regarding the political analysis is to what degree the ruling party gets involved in the economy. In the case of Japan, it has little direct involvement in the private sector. Another factor that is important is the political stability. “The land of the rising sun”, has an extremely stable political and organized system. In addition, Japan is business-oriented country that is the second largest economy in the world with many foreign companies operating there. Moreover, it is member of the WTO, ASEAN, UN and APEC that facilitates trade tremendously. This proves that the Japanese political system is doing its best to make it as uncomplicated as possible for foreign companies to make business there or/and import products to the country. 
When it comes to taxation, companies have to pay different variety of taxes such as corporate tax, income tax and local tax. Another type of tax is the consumption one (5 %) that businesses have to pay for each of their products. According the Australian Government organization Austrade, “you should seek professional advice on taxation which applies to foreign companies and operations in Japan” (Australian Government Austrade, 2008, para. 66).
The custom duties on perfumes are zero percent. More on the regulations regarding cosmetics might be found in paragraph four, section 4.1.1. The customs contact details are: 
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Director General
Customs and Tariff Bureau
Ministry of Finance
3-1-1 Kasumigaseki
Chiyoda-ku
Tokyo 100
Tel: +81 3 3581 4111
Fax: +81 3 5251 2122
5.2.2
Economical factors
In section 3.3, Japan’s economy was discussed. In the PEST analysis, some more aspects of it will be clarified as they have key influence on how a business operates. The interest rates of “the central bank also held its benchmark interest rate steady at an ultra-low 0.1%” (Fujikawa & Tachikawa, 2009, para. 2). More on the average contracted interest rates on loans and discounts from the Bank of Japan from August 2009 can be found in Appendix 5. The last important aspect of the economic analysis is the exchange rate. Currently on the 1st of October 2009, the exchange rate is € 1 =  ¥ 130.8. The six-month development of the Japanese yen to € 1 could be observed in figure 15. As illustrated, the Japanese yen has been more or less stable with only about 9 % deviation from the lowest to the highest value of the currency in six months. The effect of the world financial crisis needs to be taken into account (section 3.3.2).             
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Figure 15: Six–month development of the Japanese yen to € 1 
(Source: X-rates Web site: http://www.x-rates.com/d/JPY/EUR/graph120.html)
5.2.3
Social factors

The social analysis includes demographic, which has been already discussed in section 3.2. The rest of the social factors will be presented below. The religion in Japan does not play a very important role in the daily life. Many people, if asked would say that they are not religious at all; however, they “practice a variety of activities that seem religious” (Hendry, 2006, p. 127). There are two main religions: the Shintoism and the Buddhism. Many people believe in both of them and that is the reason why, the statistics below exceeds 100 %. The percentage of the people who belong to one or another religion is a follows: Shintoism 83.9%, Buddhism 71.4%, Christianity 2%, others 7.8% (CIA, 2009, para. 18). 
The attitude to foreign product is good and many people purchase them. In particular, the perfume market constitutes 95 % of foreign brands (section 4.1.2), which absolutely clearly shows that Japanese customers purchase almost only foreign branded fragrances. However, Japanese people are not heavy users of perfumes due to the fact that only 0.3 % of the cosmetics market belongs to the fragrances (section 4.1.2). Another trend is that “Japanese women do not use as much perfume as Europeans and Americans, due both to cultural and climatic differences” (“Light scents appeal in Japanese market”, 1993, para. 3). The Japanese elderly women prefer to use a soft floral notes and Refan Rose is situated exactly in that niche (section 2.4).    

Not many Japanese speak English and one should not underestimate the language and cultural barriers for exporting and selling his/her products to Japan, because that might be disastrous. All goods should be completely adapted to the Japanese market – from the product itself to the packaging, communication and advertising. It is also the law that all products should have detailed description of ingredients in Japanese on the package and/or product. To sum up, a Western company should be very careful when exporting and placing its products on the Japanese market in terms of the cultural and social differences. Alteya should act globally and think locally.     
5.2.4
Technological factors

It is general knowledge for everybody, that Japan is one of the world’s leading technological countries. In terms of R&D, Japan is on third place with $ 130 million investment (Einhorn, 2007, para. 1), only behind USA and China. However, in terms of per capita R&D, Japan takes the second place with only $ 47 less than the USA (China – $ 101, Japan - $ 1024 and USA – $ 1071).  
The communications is Japan is also very well developed. Some facts are:
· Telephone main lines: 51.2 million (40 % of the population has one)
· Telephones mobile cellular: 107.3 million (85 % of the population has one)

· Internet users: 88.1 million (70 % of the population uses the World Wide Web)
 (CIA, 2009, para. 1-8)

The transportation system is also highly developed and some statistics is provided below:

· Airports: 176, Haneda Airport (Tokyo International Airport) is the busiest in Asia
· Railways: 23,506 km, interesting fact is that there are many companies that operate and compete, meaning railways are in the private but not in the public sector 

· Roads: 1.2 million km. Vehicles are the main means of transport in Japan

· Ports: there are ten main ports in Japan. The two most important and largest ones are Port Yokahoma and Nagoya Port 
(CIA, 2009, para. 1-10)

The technologies and infrastructure in Japan offer the people living and also the companies operating there, many innovative and on a high level services and products, which inevitably leads to and proves that Japan is one of the world’s top technologically advanced nations.  
5.3
Competition analysis
There are two types of competition – direct and indirect. The indirect competition of the perfume Refan Rose could be deodorants, aftershaves, shower gels and scent candles. The main indirect competitors are the deodorants. They have characteristics close to perfumes and at the same time they are much cheaper. However, Japanese people use them more as a preventive measure against sweating than for the scent. There is another important aspect and it is that after a very deep and consistent desk research in the Internet forums, one concluded that deodorants in Japan are not widely spread at all and many Westerners have huge difficulties to find them. There are entire forums with thousands of opinions on that topic – why Japanese people do not really use deodorants and where can a person purchase one. This leads to the conclusion that deodorants are not as big competition of perfumes in Japan as they are in the Western world. Due to the fact that the rest of the indirect competitors do not pose such a big threat to Alteya’s Refan Rose, they will not be discussed any further. To sum up, indirect competition of Refan Rose can be defined as poor and weak. 

However, the second type of competition is a huge threat to Alteya’s fragrance. The direct competitors can be divided into two groups – foreign and domestic. The domestic fragrances have only a 5 % share of the fragrance market (section 4.1.2). Therefore, the foreign competition that holds 95 % of the market is the main danger for Refan Rose. 
The two main domestic competitors of Alteya are: Shiseido and Hanae Mori. Shiseido is one of Japan’s largest cosmetics (including fragrances) manufacturers. The company offers five female fragrances on the Japanese market that can be seen on figure 16. The perfumes cost between € 40 and € 60 for a 50 ml bottle. It might be classified as an expensive brand. Shiseido is definitely the top Japanese fragrance brand on the market and strongest competitor among the local companies. 
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Figure 16: Shiseido fragrances (Source: Shiseido Web site: http://www.asia.shiseido.com/sc/product/list.asp)
Hanae Mori is a Japanese woman that is one of the most famous fashion designers not only in Japan, but around the world. She “became the first Asian to join the Chambre Syndicale de la Haute Couture, France's prestigious fashion union” (Miura, n.d. para. 1). Hanae Mori is very popular and appreciated among the women in Japan as she was one of the first female that started a career in the 1950s. Nowadays, the fashion designer has her own fragrance brand named after her. It is very popular among Japanese ladies and that is the reason why it is a major competitor of Alteya. Hanae Mori’s three most popular fragrances are illustrated on figure 17. The prices of the perfumes vary from € 15 to € 35 which might be classified as middle-priced products.  
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Figure 17: Hanae Mori fragrances (Source: Perfume.com Web site: http://www.perfume.com/hanae-mori) 
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However, the foreign competition is the one that presents threat to Alteya to a much larger extent. Perfumes such as Kenzo, Coco by Chanel, Y by Yves Saint Laurent, Addict by Dior, Lauren by Ralf Lauren, Fendi Perfume by Fendi, Green Tea by Bvlgari and many others are the ones that will compete with Refan Rose. It is very difficult to list them all and make a competitor analysis for each, due to the fact that there are more than a hundred foreign perfume brands on the Japanese market. In conclusion, the USP of Refan Rose (section 7.4.4) should be promoted and utilized in order to overtake the competitors.  

5.4
Porter’s five forces model
“The five forces framework of Porter helps identify the sources of competition in an industry or sector” (Johnson, Scholes, & Whittington, 2006, p. 80) and as a result the attractiveness of a market. He developed the model in the Harvard Business School in 1979. It is used to determine the five forces which show the overall industry profitability and the intensity level of the competition. A visual representation of the five forces is illustrated in figure 18. In the following paragraphs, the model is used to identify the bargaining power of the suppliers and customers and the threat of new entrants and substitute products in order to determine the competitive rivalry for Alteya’s Refan Rose.      
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Figure 18: Porter’s five forces diagram 
(Source: Dublin City University Web site: http://student.dcu.ie/~slejhad2/pics/porter.jpg)
Bargaining power of the suppliers
The bargaining power of the suppliers simply does not exist, because Alteya is a closed-cycle production company that does not use any suppliers. It owns the rose fields, grows the roses, collects them, distillates the rose oil, manufactures the perfume and sells it to the end-customer. The company could only be affected from the bargaining power of the wholesalers and retailers on the Japanese market. However, competition among them is very high, because many intermediaries exist; therefore their bargaining power is very low. The suppliers of the bottles and the packaging for Refan Rose are also considered as very low threat, due to the fact that Bulgaria has one of the highest per capita numbers of packing companies; consequently the bargaining power is really low.       
Bargaining power of the customers 
It is very high, because there are a lot of other products in the same segment from both foreign and domestic brands. In addition, the market of fragrances is not so large (section 4.1.2), so there is a fierce competition between the companies. When a customer decided to purchase a perfume, he/she has a choice of at least hundred different perfumes, meaning that buyer’s bargaining power is really high and strong. Refan Rose will try to differentiate from the competition in order to win clients. In addition, the bargaining power of the wholesalers and retailers further increases the threat. 
Threat of new entrants

The threat might be rated as below medium. The first reason for that is the small and highly competitive market. Not many companies would try to enter this kind of market. If they do, they will most probably go for other niche of the cosmetics with a higher share (figure 13). In addition, there are so many different fragrances on the market that even if a couple of new companies enter it, they will not pose such a big threat.    
Threat of substitute products
The chance of customers choosing a substitute product is rated as medium. They include deodorants, aftershaves, shower gels and scent candles. For more information, please refer to paragraph one in section 5.3, where a more detailed analysis of the indirect competition is made.    
Conclusion – competitive rivalry (figure19) 
The competitive rivalry within the fragrance market is rated as above medium. The suppliers do not pose any threat to Alteya; however, the bargaining power of the customers is very high. The threat of new entrants and substitute products is evaluated as medium, but the most important and with highest weighting factor – bargaining power of customers, presents a big danger for Alteya’s Refan Rose.  
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Figure 19: Competitive rivalry for Alteya’s Refan Rose in Japan
5.5
Threats and opportunities

Following the external analysis, the main threats and opportunities will be summarized and presented below. They can be also found in the SWOT analysis in section 6.1, where they will be discussed in more details. 

Threats:

T1
Complex tax system


T2
Little use of perfumes

T3
Highly competitive market

T4
Language barrier
T5
World financial crisis effect

T6
Declining birth rate
Opportunities: 
O1
Excellent attitude towards foreign fragrances 
O2
Large target group – “silver market”
O3
Few regulatory requirements

O4
Japanese customers value Bulgarian products 
O5
Strong economy, member of WTO


O6
Place for growth

O7
Stable political system

O8
Excellent infrastructure

6
SWOT analysis

6.1
SWOT matrix

The SWOT matrix will gather the internal and external factors from sections 1.6 and 5.5 in order to develop a strategic analysis. The matrix can be found in table 6.   

	Internal
	Strengths
	Weaknesses

	
	S1
High quality products at low price

S2
Closed-cycle production company 

S3
Competitive advantage
S4
Location of business – EU

S5
Small size

S6
Innovation effectiveness

S7
Dedicated employees

S8
Internationally certified
	W1
 Weak position on the international markets

W2
Brand image not well-known

W3
Small size

W4
Young, inexperienced

W5
Located in a poor area



	External
	Opportunities
	Threats

	
	O1
Excellent attitude towards foreign fragrances O2
Large target group – “silver market”
O3
Few regulatory requirements

O4
Japanese customers value Bulgarian products O5
Strong economy, member of WTO


O6
Place for growth
O7
Stable political system

O8
Excellent infrastructure
	T1
Complex tax system


T2
Little use of perfumes

T3
Highly competitive market
T4
Language barrier
T5
World financial crisis effect

T6
Declining birth rate


Table 6: SWOT matrix of Alteya
A more detailed description of the internal and external factors will be given below.
Strengths:
S1
High quality products at low price – Alteya makes products of high quality that are at the same time very reasonably priced. This is possible due to the low production costs in Bulgaria and the fact that the products of Alteya are based on Bulgarian rose oil, which is one of the best essential oils in the world.   
S2
Closed-cycle production company – This is one of the biggest strengths of Alteya. It owns the rose fields, grows the roses, collects them, distillates the rose oil, create the perfume and sells it to the end-customer. This means that Alteya cannot be influenced a lot by suppliers.   
S3
Competitive advantage – Alteya’s products are based on Bulgarian rose oil distilled from Rosa Damascena, which has a very specific, easily recognizable and unique scent like nothing else. This gives a competitive advantage to Alteya’s Refan Rose. 
S4
Location of business – EU – Alteya is a Bulgarian company and its main business operations are handled in Bulgaria, which is a member of the EU since 2007. This is strength, because there are many different trade agreements between the EU and Japan that facilitate trade. In addition, expenditure and labor costs are very low in Bulgaria. 
S5
Small size – The company has 400 employees. The small size could be advantageous for Alteya in the time of world financial crisis, as it is easier to restructure a small business. At the same time, a small company is usually better organized and there are not so many formalities when they want to start, for example, exporting a product to Japan.    
S6
Innovation effectiveness – For only ten years in this particular business field, the company has developed a major line of products (section 1.3). These include pure rose oil, rose concentrate, rose absolute as well as different cosmetic products such as hand creams, lip balsams, cleansing milks and perfumes. The product line is constantly changing and improving via new innovative products, new designs, new packaging etc.
S7
Dedicated employees – Alteya states on its web site in the section “About us”: “Our employees are our extended family – like us, they love the Roses” (“Poverty and Alteya”, n.d., para. 1). In Alteya’s mission statement (section 1.2), the employees seem to have a major role and this inevitably leads to a dedicated staff which is an important strength of the Bulgarian company. 
S8
Internationally certified – The company and its products are certified by many different organizations which is a strength of Alteya as it proves that the company is producing high quality products. The certification attracts more customers as well. More information can be found under sections 1.1 and 1.5.
Weaknesses:

W1
Weak position on the international markets – Alteya covers only the North American, Australian, European and some parts of the Asian markets (section 1.4). The business should be expanded to more markets.  
W2
Brand image not well-known – The Alteya brand is well-known only in Bulgaria; however, not internationally. This is a major weakness as brand recognition is very important in order to be successful on the global markets. In Japan, Alteya should try to use the popularity of Bulgarian products there (section 3.5) in order to make the customers more brand aware.   
W3
Small size – it is also discussed in the strengths section. On the other hand, the small size can also be defined as a weakness, because smaller companies like Alteya have huge difficulties to compete with already established brands such as Kenzo, Bvlgari, Calvin Klein etc.  
W4
Young, inexperienced – Alteya was founded in 1999, so it has only about ten years of experience. It can be classified as a very young company as other fragrance companies have been established many years ago (Kenzo – 1970, Bvlgari – 1884, Calvin Klein – 1968, Shiseido – 1872) and they have a lot more experience. 
W5
Located in a poor area – Bulgaria is the poorest member of the EU and in addition Alteya is situated in one of the poorest regions of the country (section 1.2). This inevitably leads to problems and that is why it is evaluated as a weakness. However, it can be seen as a strength as well, as the expenditure and labor costs are very low.   
Threats:

T1
Complex tax system – 
According the Australian Government organization Austrade, “you should seek professional advice on taxation is it applies to foreign companies and operations in Japan” (Australian Government Austrade, 2008, para. 66). This means that the Japanese tax system is very complicated and companies have to search for specialized counsels which are very expensive in Japan. 
T2
Little use of perfumes – The perfumery and fragrances have the smallest share of the cosmetics market – 0.3 %. Another trend is that “Japanese women do not use as much perfume as Europeans and Americans, due both to cultural and climatic differences” (“Light scents appeal in Japanese market”, 1993, para. 3).   
T3
Highly competitive market – this is a self-explaining threat and nothing else could be added. 
T4
Language barrier – Not many Japanese speak English and one should not underestimate the language and cultural barriers for exporting and placing his/her products in Japan. All goods should be completely adapted to the Japanese market. The communication of the product to the customers in terms of language and cultural differences is a threat. 
T5
World financial crisis effect – the world financial crisis has an effect on the purchasing power of the buyers. Perfumes are not necessity products, but rather luxury. Therefore, customers will first cut their expenditures on luxury products such as fragrances, which pose a great threat for Alteya’s Refan Rose. 
T6
Declining birth rate – Japan has a steadily decreasing birth rate which is one of the lowest in the world (section 3.2). This poses a threat as the number of inhabitants decreases, meaning less products are purchased.  
Opportunities: 

O1
Excellent attitude towards foreign fragrances – As explained in section 4.1.2, the foreign fragrance brands make up 95 % of the market and only 5 % belong to the domestic brands. This presents an opportunity for Refan Rose. 
O2
Large target group – “silver market” – As defined with the help of Abell’s three dimensional model (section 4.2), the target group for Refan Rose are women 50 +, women pensioners, homosexuals, men searching for a gift , retailers and wholesalers. This is a very large target group, because of the immense increase of share of the so-called “silver market” in Japan (section 3.2). 
O3
Few regulatory requirements – the Japanese market has few regulatory requirements when it comes to cosmetics and fragrances (section 4.1.1). This presents an opportunity, because export to Japan will be easier.   
O4
Japanese customers value Bulgarian products – As discussed in section 3.5, Bulgarian products are very famous in Japan and they have a very good reputation there.   
O5
Strong economy, member of WTO – Japan is the second largest economy in the world and at the same time it is member of the WTO which tries to eliminate the international barriers of trade. Both facts present an opportunity for Alteya.  
O6
Place for growth – Due to the fact that the fragrance market constitutes only 0.3 % of the cosmetics market, this means that there is a lot of place for growth. In addition, “consumers are leading an increasing interest in perfumes” (Australian Government Austrade, 2008, para. 5).     
O7
Stable political system – Japanese political system is very stable and offers good opportunities for businesses. 
O8
Excellent infrastructure – the transport and communications are highly developed in Japan which gives good prospect for businesses to develop quicker and easier. 
6.2
Confrontation matrix

Developing of a confrontation matrix (table 7) with as many strengths, weaknesses, opportunities and threats as there are in the SWOT matrix will be irrelevant. That is why, only the most important factors will be taken into consideration – the ones that are marked in bold in table 6. 
	Confrontation Matrix
	Internal

	
	S1: High quality products at low price
S2: Closed-cycle production company 

S3: Competitive advantage
	W1: Weak position on the international markets

W2: Brand image not well-known
W3: Small size

	External
	O1: Excellent attitude towards   

       foreign fragrances 
O2: Large target group –             

       “silver market”
O3: Few regulatory    

       requirements

O4: Japanese customers value   

       Bulgarian products

	S1+O2: The mixture of high quality good priced products with the large target group represented by the “silver market” should be used to create a big turnover that will lead to high profitability.
S2+O3: The combination of both is a very good strategy as Alteya can sell to the end-customer with the use of one or at most two intermediaries due to the small number or regulations. 
S3+O1+O4: Japanese preference for Bulgarian products in general and foreign fragrances combined with the competitive advantage of Refan Rose should be used to speed-up the market penetration. 

	W2+O4: Refan Rose is not well-known among Japanese customers. However, they value Bulgarian products a lot. Alteya should make the most of this fact and promote that Refan Rose is a Bulgarian product, which will increase the brand awareness among the customers.
W1+O2: Although Alteya has a weak position on the international markets, the increase of number of people belonging to the “silver market” in Japan could help the Bulgarian company to open itself globally and become more significant player on the world’s markets.
W3+O3: Alteya is a small company; however, the few regulatory requirements to enter the Japanese market regarding cosmetics, should be used in order to make the company grow.   


	
	T1: Complex tax system


T2: Little use of perfumes

T3: Highly competitive market 


	S3+T3: The competitive advantage should be used in order to defend Refan Rose from the highly competitive market.
S1+T2: Make use of the high quality low priced Refan Rose in order to increase the use of perfumes in Japan.   
S2+T1: The fact that Alteya is a closed-cycle production company should be used in the best way in order to fight the complex tax system. Possibly, a new person who is familiar with the Japanese tax system could be hired in order to preserve the closed-cycle. 
	W2+T2: The brand awareness among the customers should be increased so that there is a higher use of perfumes. 
W3+T3: The company should grow, in order to be more competitive on the market in Japan.
W1+T1: The weak position on the international markets should be improved in order to cope easier with the complicated tax system in Japan. 


Table 7: Confrontation matrix of Alteya
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Alteya should try to focus and use four of the strategies that are outlined in the confrontation matrix. The first one is the combination of S1 (high quality products at low price) and O2 (large target group – “silver market”). It is a fact that Refan Rose is a perfume from high quality and as later proved, could be marketed on the Japanese market at a reasonable price (section 9). In addition, the so-called “silver market” is increasing very rapidly in Japan and current prognoses predict that the market share will increase even more in the future (section 3.2). As the Bulgarian fragrance targets people aged 50 or above, this represents a very good opportunity. The mixture of the two represents a wonderful prospect for Alteya, because if used correctly it can lead to a huge turnover which will inevitably lead to high profitability.    
The second strategy that the Bulgarian company should try to utilize is the combination of W2 (brand image not well-known) and O4 (Japanese customers value Bulgarian products). One of the main weaknesses is that Refan Rose and Alteya in general are totally infamous in Japan; on the other hand brand recognition is very important in order to be successful on the global markets. However, the customers from the “land of the rising sun” value Bulgarian products a lot (section 3.5). Additionally, products coming from the eastern European country have a very good reputation in Japan. The opportunity that arises from the popularity of Bulgarian products in Japan should be used by Alteya in order to create brand awareness for Refan Rose. 
The third strategy that Alteya should focus on is the mixture of S3 (competitive advantage), O1 (excellent attitude towards foreign fragrances) and O4 (Japanese customers value Bulgarian products). The combination of the two opportunities and one strength opens up a very good prospect for Alteya that can be used in order to speed-up the market penetration.
Lastly, S2 (closed-cycle production company) and T1 (complex tax system) represent a good mix in order to form a strategy. Alteya is a company that can be hardly influenced on the production level. However, when it comes to the export/import and regulatory aspects, the Bulgarian firm can have difficulties on the Japanese market and in particular with the complex tax system there. In order to protect itself from that threat, Alteya might hire a new person who is familiar with the Japanese tax system in order to preserve the closed-cycle.
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7
Marketing mix

7.1
Product

As already discussed, the product that Alteya will export and place on the Japanese market is Refan Rose EdP. A very detailed description has already been provided in section 2.4.2, where the perfume can be also seen on figure 7. The fragrance is a non-durable product, meaning it could be used only few times before it has to be replaced with a new one.  In this section, the adaptations that need to be made for the Japanese market will be discussed. These include branding and packaging.   
One of the aspects of a brand image is the name. As Alteya is totally unfamiliar to the Japanese customers, the emphasis will be on the name of the product and its origins and not the on company. The name should stay the same – Refan Rose Eau de Perfume. However, the fact that the product is made in Bulgarian, should be easily visible because of Bulgaria’s popularity in Japan (section 3.5). Therefore, below the name on the package of Refan Rose, it could be printed with a smaller shrift: “With a scent of Bulgarian roses” which should be used as the USP (section 7.4.4). Another aspect of the brand is the brand identity. Alteya will be an entirely new company to the Japanese customers and that is the reason why, the product should first penetrate the market and only then a brand identity could be created. The best scenario would be, if Alteya turns for help to a Japanese product and marketing PR company. These types of companies are listed in Appendix 6. 
The second aspect that should be adapted to the Japanese market is the package of Refan Rose. First of all, everything must be translated to Japanese and “a detailed description of the contents, including artificial colorings or preservatives, name and address of importer and date of import of manufacture in Japan” (Australian Government Austrade, 2009, para. 25) should be added. Japanese are people who like to read and learn. That is why, another good idea is to include a small informative newssheet in the package of each perfume. It should include:
· Short description of Alteya and its mission statement including all certifications of the company
· A short description of the Bulgarian rose valley and Rosa Damascena, it should be mentioned how special they are

· Further explanation of Refan Rose and its characteristics – universal, Bulgarian, high quality, long-lasting, unique scent, natural ingredients, certifications 
· Contact details of Alteya for any further recommendations and questions

In this way a bond with the customer could be created for a further purchase.  
In addition, Alteya could try to further certify the product with the standards for cosmetics notification No. 331 of 2000 from the Japanese Ministry of Health, Labor and Welfare.   
7.2
Price


As Encyclopedia Britannica defines it, price is “the amount of money that has to be paid to acquire a given product. Insofar as the amount people are prepared to pay for a product represents its value, price is also a measure of value” (“Price”, 2009, para. 1). Price is one of the most important factors of the marketing mix, as it generates turnover for the company. Alteya should carefully select a pricing strategy in order to make the highest profit possible and to try to differentiate itself from the competition.  
Many different pricing strategies exist and they depend on the objectives and the current situation in a company. Both low and high-price strategies could be successful, because lower prices generate higher sales volumes, while high prices decrease it and meanwhile increase the profit margin. Refan Rose should use two different types of pricing strategies – prestige and psychological. 
The prestige pricing is a strategy where prices are set high, because usually cheap products are not taken seriously by the customers. A lower price is often connected with a low quality and ordinary mass-manufactured products. That is why Alteya will set a high price for Refan Rose, because it has to be perceived as a luxury high quality product. The second pricing strategy used will be the psychological one, which is perceived as an attractive from the buyers. For example, it would be better if Refan Rose costs € 19.90 or € 19.99, rather than € 20. This method is used in order to make the customers respond emotionally and not rationally. 
Of course, prices will vary depending on the place where Refan Rose will be purchased. For instance, its price will be higher in the department stores than on the Internet. In addition, the price might change depending on the season. As already discussed, perfumes are used more in the summer than in the winter; therefore in the summer Alteya’s perfume can be either discounted or offered with an additional promotion product which will increase the expenditures. Another important factor is the prices of the competition (section 5.3). It should be carefully examined when deciding upon the final price. The final market price will be calculated in section 9.              

7.3
Place

The place is the third factor of the marketing mix. Refan Rose should be offered in high density region markets such as the cities of Tokyo, Osaka, Kanagawa, Aichi, and Saitama which account to 34.8 % of the total number of inhabitants of Japan (section 3.2). In this way the additional costs (distributors, logistics) will be low and at the same time the demand high. 
Refan Rose will be offered in department stores, duty-free shops on the airports, convenience stores as well as on the Internet from Alteya’s web site, which might be especially adapted to the Japanese market. The domain www.alteya.jp is available. The fragrance will be also offered on web sites that sell perfumes such as Sekaimon, Shopping World Japan and Siawase-Kousu. However, it has to be mentioned that online sales for perfumes, especially unknown ones such as Refan Rose, are very low. That is why, not a lot of attention should be paid and money spent for the Internet marketing. To sum up, Alteya’s perfume should be sold on the high-end market rather than on the low budget one. More for these types of markets can be found in section 4.1.1.       
The distribution channels are also very important part of the place. They will be discussed in details in section 8. 
7.4
Promotion

7.4.1
General overview

“Promotion, the fourth marketing-mix element, consists of several methods of communicating with and influencing customers. The major tools are sales force, advertising, sales promotion, and public relations” (“Promotion”, 2009, para. 1). The emphasis of all promotions should be to increase the brand awareness of Refan Rose. In addition, it will speed-up the market penetration and will help Alteya grow on the Japanese market. The small Bulgarian company does not have large financial capabilities. Therefore, it cannot afford to spend a lot on advertising and that is the reason why, only the cheapest types of promotions will be used. Advertising agencies should be used in order to have the best effect for the minimum possible price. List of them including their contact details can be found in Appendix 7. For the best and full overview of advertising agencies, one should contact the Japan Advertising Agencies Association (JAAA) which members exceed hundred. Appendix 7 also includes the web site of the organization where one can find almost all advertising agencies in Japan. The advertising spending for 2008 in Japan were ¥ 6,693 billion / € 51 billion. More detailed information can be found in figure 20.        
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Figure 20: Advertising expenditure component ratios by medium 2008
(“Advertising Expenditures in Japan”, 2008, p. 6)

7.4.2
Dispersing capital strategy

There are two types of strategies that Alteya can use for the promotion of its product. The first one is to disperse the money for advertisements and use it in different types of media. Refan Rose can be promoted on cosmetics exhibitions, magazines, billboards, radio stations and the Internet. The cosmetics exhibitions in Japan are very good tool for advertising Alteya’s perfume as retailers, wholesalers and distributors will learn for the existence of such kind of fragrance on the Japanese market. The upcoming cosmetics events are listed in table 8. 
	Exhibition
	Place
	Date
	Official web site
	Frequency

	Beautyworld Japan West
	Japan, Osaka
	26–28 October 2009
	www.beautyworldjapan.com/en/west/
	Annually

	HOSPEX JAPAN
	Japan, Tokyo
	11–13 November 2009
	http://www.jma.or.jp/HOSPEX/english/top-e/2009-index-e.htm
	Annually

	Beautyworld Japan
	Japan, Tokyo
	17 May–19 May 2010
	www.beautyworldjapan.com/en/
	Annually

	INTERPHEX JAPAN
	Japan, Tokyo
	30 June–02 July 2010
	http://www.interphex.jp/english/
	Annually


Table 8: Cosmetics exhibitions in Japan 
(Source: EXPOua.com Web site: expoua.com/Exhibition/lang/en/region/147/country/194/mode/byCategory/category/9/)
Other type of advertisement that could be used is the printed media and in particular the magazines. Refan Rose should be promoted in fashion magazines for women only. In this group there are more than 148 journals that are published on a daily, weekly and monthly basis. It will be irrelevant to list them all. The place where all of them could be found in a very good order including type of field, style, target market, region, frequency and official web sites is the Fashion Japan web site: http://www.japanesestreets.com/fashion-mags/
 
Radio ads are much cheaper than TV ones, that is why Alteya will focus on them. Even though it is very difficult to describe and promote a perfume on the radio, customers should be impressed to hear a commercial of a Bulgarian fragrance and it should create in them willingness to smell it. Radio stations in Japan are limited because of strict governmental regulations. In Japan there are only 215 (AM) and 89 (FM) radio broadcast stations (CIA, 2001, para. 4). Each region has about three to four stations. A full list of all of them can be found in the following web site: 
http://en.wikipedia.org/wiki/List_of_radio_stations_in_Japan
There are two other types of promotions that could be used to increase the brand awareness of Refan Rose. The first one is giving for free samples/testers in department stores, duty-free shops and convenience stores. Another place where samples could be distributed is the flower shops, when the customers purchase roses. In addition, rose water can be used instead of the real perfume, in order to reduce the costs to a minimum. The second way to promote the perfume is by including a small informative newssheet in the package of each perfume. The idea was already discussed in details in section 7.1. 
Due to the fact that billboard and Internet advertisements are very specific in nature, Alteya should turn for advice to the Japanese advertising agencies (Appendix 7). Billboards are very important type of advertisement in Japan and a big attention should be paid to them. Of course, Internet advertisements are a key to a good and successful advertising strategy, especially in a country where two out of three people use the World Wide Web (section 5.2.4) and the money spend on online promotion of products and services is expected to rise and reach above ¥ 640 billion / € 5 billion (figure 21).
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Figure 21: Online advertising spending in Japan 
(Source: iMedia Connection Web site: http://www.imediaconnection.com/content/9803.asp)
7.4.3
Concentrating capital strategy

The second strategy that can be used is discussed in the following lines. All financial resources for advertising might be focused at using Kotooshu (section 3.5) in a TV ad which will certainly have a great effect on the Japanese female consumers, many of which literally worship the sumo player. In this way the brand awareness will be tremendously increased. In addition, Kotooshu is already famous for his appearances on TV commercials. If Alteya does not have enough money to pay for his services, a deal with the Bulgarian sumo player might be made. A percentage of Alteya’s profit in Japan can be given to Kotooshu in return for the TV ad. The disadvantage of this strategy is that everything will be concentrated in only one type of advertising.
7.4.4
USP

The Unique Selling Point or Proposition is a marketing concept that is used in advertising campaigns. Its main target is to differentiate the advertised product from its competitors and to make customers switch to the brand of the company that uses the USP.
The USP is a very important aspect of Alteya’s advertising strategy as the brand image is not well-known in Japan; however, brand recognition is very important in order to be successful on the global markets. That is the reason why, Alteya should carefully choose its USP. The most significant and different from the competition aspect of Refan Rose is that it is Bulgarian product and the perfume has a scent of roses. That is the reason why, the best USP for Refan Rose is: “With a scent of Bulgarian roses”.
8
Export analysis   

8.1
Exporting to Japan
There are some things that Alteya should keep in mind when exporting to Japan. The harmonized system is the pillar of the tariffs in Japan – “most duties are ad valorem (per cent) based on the GATT valuation system approximately costs, insurance and freight (CIF) value” (Australian Government Austrade, 2009, para. 12). It also needs to be mentioned that “the land of the rising sun” has a zero tariff rate for perfumes (Japan Customs, 2009, para 3). In addition, the custom duties on perfumes are zero percent.
Fax signatures are not accepted and all documents should be fully immaculate, because even the smallest mistake such as a typing error will “result in serious delays and complication at the point of entry” (Australian Government Austrade, 2009, para. 42). The documents required when exporting to Japan are the following:

· Pro-forma invoice
· Commercial invoice – three signed by the supplier copies are required. They should include the following details:

· marks and serial numbers of packages 

· description and quantity of goods

· CIF value (Incoterms 1990) 

· place and date of preparation

· destination and consignee

· name of vessel

· import licence number

· conditions of contract relating to determination of the value

· Insurance
· Bill of lading – three signed originals and two unsigned copies
· Packaging list – details of the goods, including the weight and measurement of each package
· Certificate of origin – it should show origin, marks and/or numbers of commodities, description and number of packages and must certify that commodities were produced in the stated country of origin
(Australian Government Austrade, 2009, para. 42-55) 
The most important contact details for Alteya when exporting Refan Rose to Japan are included in Appendix 8. They include JFTC, JCSA, Cosmetics Importers’ Association of Japan, Japan Ministry of Economy, Trade and Industry, Japan Customs and the National Tax Agency of Japan. In addition, the details of Venture Japan are included. It is a company that is specialized in cosmetics merchandise and it “provides Japanese market-entry, PR, sales, marketing, company incorporation, branch-office registration, executive recruitment and business management services” (Venture Japan, n.d., para. 1-2). The company could be really useful for Alteya. 
8.2
Export entry modes

8.2.1
Indirect export

It occurs “when the exporting manufacturer uses independent organizations located in the producer’s country” (Albaum, Duerr & Strandskov, 2005, p. 282). If a company uses this method, the collection of payment, shipping and domestic logistics are not among its responsibilities. The advantages of indirect export are that it is risk-free to begin, demands minimal involvement, the company is limited liable and it is less time-consuming. On the other hand, the disadvantages are that the profit margin is low, there is unfamiliarity with the customers and inability to control foreign sales (Delaney, 1998, pp. 68–70). There are two types of indirect export. The first one involves the use of international marketing organizations (export merchants, trading companies, export desk jobber) and the second one is exporting through a cooperative organization (piggyback marketing, exporting combinations). 
The better choice for Alteya is the first one and in particular trading companies, because this method is usually used by smaller firms with limited financial resources. Even though Alteya will use Bulgarian trade companies, it is in “Japan that the trading company concept has been applied most effectively and perhaps uniquely” (Albaum, Duerr & Strandskov, 2005, p. 283). Therefore, Japanese people are familiar with this method of indirect export, meaning that trade will be easier and Alteya can benefit from that fact. In order to use that method successfully, Alteya should only contact a trade company and it will handle all matters from there on. Simply, the goods need to be delivered to a specified location (in Bulgaria) and that is all. The main disadvantage is that it is most probably the most expensive method to export; however, the easiest. All Bulgarian trade companies that Alteya can contact could be found in the List of Companies web site: http://www.list-of-companies.org/
8.2.2
Direct export

It is “when a manufacturer or exporter sells directly to an importer of buyer location in a foreign market area” (Albaum, Duerr & Strandskov, 2005, p. 295). In this case the company is the one responsible for the collection of payment, shipping and domestic logistics. The strengths of direct export are that profit margin is high, there is greater degree of control, familiarity with the customers and development of a better understanding of the market. The weaknesses are that it takes more energy, time and money and at the same time the company has to spend a lot in order to respond to customers’ wishes. In addition, the company needs to have a good understanding of the tax system, logistics operations, custom duties and so forth (Delaney, 1998, pp. 67–68). The main two types of direct export include dependent organizations of the company (home-country based department, foreign sales branch, traveling salesperson) and independent marketing organizations (distributors and agents). It is very important to understand that distributors and agents are two different ways to export, even though that they both belong to the direct method. The distinction between the two is that “the distributor imports the products involved whereas an agent leaves importation to the buyers whose order have been passed on to the principal” (Albaum, Duerr & Strandskov, 2005, p. 304). 
The best choice for Alteya among the direct export methods is the independent marketing organization and specifically, the use of a foreign-based distributor, because this technique will be easier for the little experienced Alteya. The distributors are situated in the foreign country (Japan) and their profit is the margin taken as determined by the trade discount granted by the exporter. Additionally, the distributor keeps inventory, meaning Refan Rose will be stored in the distributor’s warehouse in Japan. 

According to Venture Japan (section 8.1), Alteya should negotiate a strong agreement and bargain with its distributor before starting on the market. Moreover, “based on my experience of contract negotiation for doing business in Japan, I recommend the following list of terms to require in a negotiation of a Japanese distributor agreement: 

· transfer fees calculated on net revenue not on your head-office price-list,

· transfer fees to include not only product sales but any support, maintenance and ongoing consulting provided in association with your product,

· floor or minimum price,

· price-list with a schedule of maximum discounts,

· restriction on the use of sub-distributors or the total percentage retained by sub-distributors, especially if they are subsidiaries of your distributor, 

· guaranteed minimum transfer fees paid quarterly,

· monthly submittal of accurate in-progress sales forecasts and monthly (minimum) review of those sales forecasts,

· terms to ensure that you do not take the full hit of any adverse exchange-rate fluctuations,

· direct access to key customers allowing direct product feedback to occur - you do not want precious and valuable feedback going through the unnecessary filter of your distributor's management chain,

· direct access via VPN, Outlook Web Access etc. into a secured zone of the distributor's contact management system to allow you 24/7 up-to-date account and forecast data irrespective of time zone differences,

· minimum level of advertising required to properly promote your product (e.g. at least 5 magazine advertisements per month, a dedicated Web site, etc.),

· minimum staffing level required to properly promote your product (e.g. full-time salesperson, full-time marketing person etc.) and preferably name them in the agreement,

· minimum performance criteria with clearly stated termination terms,

· minimum performance terms required to maintain any exclusivity,

· protection against being used as a loss-leader (e.g. minimum prices etc.),

· protection against your distributor quietly developing a competitive product to your product (while of course using your product to build their future customer base!).”
(Venture Japan, n.d., para. 1). 
The main advantage of using foreign-based distributors is that they give the chance to the export company for a higher profit margin and degree of control. The main weakness is that Alteya needs to possess more know-how for the Japanese market, which it does not. A list with the Japanese distributors that Alteya might use can be found in Appendix 9. In addition JFTC, JCSA and the Cosmetics Importers’ Association of Japan (Appendix 8) could be contacted in order to establish a connection with the Japanese distributors. 
8.2.3
Others

Other two types of export entry modes are the e-commerce and the non-export entry modes. Alteya’s Internet sales have been discussed in details in sections 1.4, where the procedure and current status for purchasing products (including Refan Rose) via Alteya’s web site was described. Furthermore, in section 7.3 it was explained how e-commerce could be used by Alteya and in section 7.4.2 it was clarified how important the Internet sales in Japan are.       
Non-export entry modes such as joint-ventures, licensing and contracting are not relevant to Alteya’s export of Refan Rose. This is due to the fact that, the Bulgarian company plans to sell only one product on the Japanese market, in order to test it first. Only if there is a positive reaction to the perfume with scent of Bulgarian rose oil, then Alteya might consider expanding the number of products that it offers in Japan. If that happens, then the firm can evaluate the pros and cons for a non-export entry mode and eventually change it. For the time being, joint-ventures, licensing and contracting are not good options for Alteya to export to Japan.        
8.2.4
Conclusion

To sum up, there are four export entry modes that Alteya can use – indirect and direct export, e-commerce and non-export entry mode. For each, the advantages and disadvantages have been already discussed above. The best choice for the export of Refan Rose is the direct method and in particular the use of distributors. In addition, e-commerce can be also used; however, the focus should be on the direct sales via distributors. In the future, when Alteya gathers more experience on the Japanese market, the export strategy could be changed.     
9
Final market price   

In the last section taking into consideration all matters discussed until now, the final market price for Refan Rose on the Japanese market will be calculated and explained. Factors already examined such as export entry mode, currency fluctuations, demographic changes, competitive rivalry power, success of promotions, document costs and tax policy changes will all have influence on the market price of Refan Rose. Furthermore, the place where the product will be sold will also have an ascendancy over the price. It should be kept in mind that the price strategies that were selected in section 7.2 were the prestige and psychological. 
The final market price of Refan Rose on the Japanese market will be calculated in table 9. The values are based on the best estimate made out of a desk research and a field researches. The final market price is calculated for one piece of Refan Rose on the Japanese market in Euro and Japanese yen. An average exchange rate of € 1 = ¥ 130 has been used.    
	Cost figure
	Euro (€)
	Japanese Yen (¥)

	Factory price
	10
	1,300

	Domestic freight
	0.3
	39

	SUM
	10.3
	1,339

	Export documentation
	1
	130

	SUM
	11.3
	1,469

	Ocean freight
	0.06
	7.8

	SUM
	≈ 11.4
	1,482

	Import duty & taxes (10 %)
	1.14
	148.2

	TOTAL CIF JAPAN
	12.5
	1,625

	Distributor mark-up (50 %)
	6.25
	812.5

	SUM
	18.8
	2,444

	Other additional costs
	2
	260

	SUM
	20.8
	2,704

	Psychological & prestige pricing mark-up
	1.05
	136.5

	SUM
	21.85
	2,840.5

	VAT (5 %)
	1.15
	149.5

	FINAL MARKET PRICE
	23
	2,990


Table 9: Final market price of Refan Rose in Japan
Clarification notes to Table 9:

· Factory price: it includes the production costs, packaging adaptation costs for the Japanese market and Alteya’s profit margin 
· Domestic freight: the railway transportation costs of the product from the point of production to port of Varna, Bulgaria including loading to the ship costs
· Export documents: the required documents expenses. More information can be found in section 8.1
· Ocean freight: the water transport costs per perfume from port of Varna to port Yokahoma, Japan. The calculation of the ocean freight is as follows:
length x width x height = volume of Refan Rose
0.16 x 0.04 x 0.04 = 0.004 cubic meters
volume of 20 ft container = 33.7 cubic meters  (figure 22)
volume of 20 Ft container / volume of Refan Rose = perfumes that can fit in one container

33.7 cubic meters / 0.004 cubic meters = 84,250 perfumes
price of 20 ft container from port of Varna to port Yokahoma = € 5,000
price of 20 ft container / perfumes that can fit in one container = price per perfume from Varna to Yokahoma
€ 5,000 / 84,250 = € 0.06
· Import duty & taxes: the taxes paid when the product is unloaded in Japan. They are about 10 %
· Distributor mark-up: 50 % of the CIF price goes for the Japanese distributor
· Other additional costs: these include certifications, currency fluctuations, tax policy changes etc.    
· Psychological & prestige pricing mark-up: in order to follow the strategies defined from section 7.2, a small mark-up was added to the price in order to adjust the final market price
· VAT:  the tax in Japan is 5 % of the final market price
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         Figure 22: Dimensions of a 20 ft container
Conclusions
The paper was written with the purpose to answer the central question: “How can the Japanese female fragrance market be successfully penetrated by Alteya’s Bulgarian rose oil Eau de Perfume Refan Rose?” Nine sub-questions were defined in the Introduction section of the paper in order to answer the main question.     
What kind of company is Alteya and what products does it manufacture?
Alteya is a small, young and perspective closed-cycle production Bulgarian company that creates high quality products at low price. In addition it is internationally certified and dedicated employees work for it. Even though Alteya sells mainly outside the boarders of Bulgaria, there is still a lot of room for development and extension of the line and number of product that it exports. It possesses a great potential concerning export of the perfume Refan Rose, which it has not utilized up till now. 

Why is the Bulgarian rose oil so unique?
The Bulgarian rose oil, on which extract Refan Rose is based, is a very unique and scarce product. It is produced in the Bulgarian rose valley and its price per kilogram is close to the one of gold. Refan Rose is the product with the best potential for export to Japan. It has a unique scent, which differentiates it from any of its Eau de Perfume competitors.          
What are the special features of Japan and of the fragrance market there?

Japan is the second largest economy in the world. Its population is quickly aging and in addition the median age of the Japanese is one of the highest in the world making the “silver market” share very large. The country is less affected from the world financial crisis. On the other hand, it is the largest cosmetics market. However, the fragrance segment represents the smallest part of it.    
What is the potential of Refan Rose on the Japanese market?
Refan Rose has a huge potential on the Japanese market, because the fragrance segment is still developing and in addition, the fragrance possesses a competitive advantage and a very good USP.  
Which are the best terms that determine the external and internal environments?
Alteya represents the internal environment. Its most important strengths are the production of high quality products at low price, the closed-cycle created within the company as well as the competitive advantage of its product Refan Rose. Its disadvantages consist of the weak brand image, position on the international markets as well as the small size. The external factors that could influence the future export of Refan Rose to Japan consist of opportunities and threats. The former are: excellent attitude towards foreign perfumes, large target group (“silver market”) and few regulatory requirements. The latter comprise of the complex tax system, little use of perfumes and the highly competitive market.    
How could the marketing mix be used in the most rational way?
The product that Alteya should export to Japan is Refan Rose. A brand image should be developed there by the use of a PR company. Additionally, the product needs to be adapted to the Japanese market. The price of the fragrance should be based on the prestige and psychological pricing strategies as well as on the place where it will be sold. Refan Rose will be offered on the high-end market and on the Internet, where it will be also promoted. Other places where it will be advertised include different types of media as well as cosmetics exhibitions.    
Which export entry mode is the best choice?
There are four export entry modes that Alteya can use – indirect and direct export, e-commerce and non-export entry mode. The best choice for the export of Refan Rose is the direct method and in particular the use of distributors. In addition, e-commerce can be also used; however, the focus should be on the direct sales via distributors. 
What is the best estimate for the final market price of Refan Rose?

The final market price depends on many factors discussed in section 9. The best final consumer price that Alteya should try to achieve for Refan Rose is ¥ 2,990 which is equal to € 23.  
What is the final conclusion?

Refan Rose has an enormous potential that has to be used on the Japanese market, which is one of the few in the world where domestic consumption is not affected. Export of the fragrance should start as soon as possible in order to ease the effects of the economic downturn on Alteya. The Japanese market can be successfully penetrated by the perfume by using the guidelines outlined in the paper.       
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Appendix 1 – Alteya’s sales offices contact details
(Source: Alteya’s Web site: http://www.alteyagroup.com/location.html) 
EUROPE
Bulgaria
Alteya Group LLC
40 Parchevich Street
Floor 3, Suite 9
Stara Zagora 6000
BULGARIA
Email: info@bulgarianroseoil.com 


NORTH AMERICA
USA
Alteya, Inc. - Chicago Headquarters
715 Butterfield Road
Suite C
Oakbrook Terrace, IL 60181
USA 
Email: info@alteya.com 


ASIA
China and Hong Kong
La Vida Beauty Products Manufactory
Please send us an email 
Email: orders@alteya.com
Appendix 2 – Bulgarian rose oil overview
(Source: Alteya’s Web site: http://www.alteyagroup.com/quality.html)
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company PRODUCTS QuaLITY APPLICATIONS conTacT

ESSENTIALOILS  FLORAL WATERS

Quality

we care.

Bulgarian Rose Oil (Rose Otto)

Description
Characteristics.
Country of Origin
Storage

Expiration Terms.
Certficate of Analysis.

Chemical Analysis
Definition
Extraction Method

Composition

Density, 30°C
Refraction number, 25°C
Acid number:

“pp

Rosa Damascena (Bulgarian Rose Oil) (Rose Otto)

Fluid Transparent Pale Yellow Liquid (above congealing point)
Bulgaria

In dry, dark, and cool places (15-20°C), in sealed containers.
Unlimited

Yes

Rosa Kazanlika V.T.; Rosa Damascena Mill. Var. Kazanlika; Family Rosaceae
Water-steamed distillation of Rosa Damascena petals.

‘Approximately 300 components: Citronellol (up 36%), geraniol (up to 27%), nerol
(up to 10%), eugenal (up to 1.5%), methyleugenol (up to 2.4%), phenylethyl
alcohol (up to 3%), linalool, farnesol, carvon (up to 0.41%), rosofuran (up to.
0.16%), damascon (up to 0.14%), ionon (up to 0.03%), citral, cinnamonic
aldehyde, bensalaldehyde, formic acid, acetic acid, isovalerianic acid, n-paraffins,
ketones, phenols and pheriol esters, hydrocarbons, and others.

0.8480 - 0.8610
1.4530 - 1.4640
Less than 4.0






Appendix 3 – Refan Rose Eau de Perfume
(Source: Alteya’s Web site: http://www.bulgarianroseotto.com/bulgarianroseperfume.html)

The ingredients of the perfume are: Alcohol Denat, Parfum, Phenethyl Alcohol, Diethyl Phthalate, Citronellol, Pelargonium Graveolens Oil, Geraniol, Rosa Damascena Extract, Butylphenyl, Methylpropional, Lonalool, BHT, Citral, Lomonene, Benzyl Alcohol (Source: Package of Refan Rose).  

Appendix 4 – Overview EU – Japan trade
(Source: Europa Gateway Web site: http://europa.eu/rapid/pressReleasesAction.do?reference=STAT/09/59&format=HTML&aged=0&language=EN&guiLanguage=en)

	
	Exports in million euro (€)
	Imports in million euro (€)
	Balance in million euro (€)

	
	2000
	2008
	2000
	2008
	2000
	2008

	EU27
	45 497 
	42 396 
	92 091 
	74 793 
	-46 594 
	-32 397 

	Belgium
	2 420 
	2 180 
	5 949 
	8 371 
	-3 529 
	-6 191 

	Bulgaria
	19 
	18 
	68 
	140 
	-49 
	-122 

	Czech Republic
	126 
	381 
	668 
	2 045 
	-542 
	-1 664 

	Denmark
	1 941 
	1 527 
	721 
	459 
	1 219 
	1 068 

	Germany
	13 195 
	12 781 
	23 543 
	17 428 
	-10 348 
	-4 647 

	Estonia
	7 
	39 
	279 
	59 
	-273 
	-19 

	Ireland
	3 190 
	1 698 
	2 184 
	843 
	1 006 
	855 

	Greece
	93 
	33 
	1 277 
	920 
	-1 183 
	-887 

	Spain
	1 215 
	1 463 
	3 843 
	3 895 
	-2 628 
	-2 432 

	France
	5 475 
	5 597 
	8 477 
	5 751 
	-3 003 
	-154 

	Italy
	4 338 
	4 258 
	6 421 
	5 022 
	-2 083 
	-763 

	Cyprus
	1 
	20 
	173 
	163 
	-173 
	-143 

	Latvia
	9 
	23 
	5 
	28 
	4 
	-5 

	Lithuania
	13 
	13 
	101 
	49 
	-88 
	-36 

	Luxembourg
	60 
	34 
	194 
	76 
	-135 
	-42 

	Hungary
	174 
	344 
	1 852 
	1 850 
	-1 677 
	-1 506 

	Malta
	101 
	125 
	73 
	56 
	28 
	69 

	Netherlands
	2 388 
	3 008 
	11 243 
	11 546 
	-8 855 
	-8 538 

	Austria
	956 
	1 025 
	1 202 
	1 040 
	-246 
	-15 

	Poland
	67 
	268 
	1 139 
	1 246 
	-1 071 
	-978 

	Portugal
	119 
	179 
	1 061 
	589 
	-941 
	-410 

	Romania
	17 
	81 
	186 
	301 
	-169 
	-220 

	Slovenia
	13 
	27 
	181 
	104 
	-167 
	-77 

	Slovakia
	13 
	94 
	233 
	472 
	-219 
	-378 

	Finland
	862 
	1 179 
	1 387 
	688 
	-525 
	491 

	Sweden
	2 640 
	1 370 
	2 738 
	2 086 
	-98 
	-716 

	United Kingdom
	6 044 
	4 628 
	16 892 
	9 566 
	-10 848 
	-4 938 

	Total extra-EU27
	849 739 
	1 308 594 
	992 698 
	1 550 681 
	-142 959 
	-242 087 

	Japan / Total
	5.4%
	3.2%
	9.3%
	4.8%
	
	


Appendix 5 – Average contracted interest rates on loans – Bank of Japan
(Bank of Japan, 2009, para. 1-2)
October 2, 2009
Bank of Japan
Financial Systems and Bank Examination Department

1. Interest Rates on New Loans and Discounts1 

Percentage points, changes from the previous month. Figures in parentheses are average rates (%).

	
	Mar. 2009
	Apr.
	May
	Jun.
	Jul.
	Aug.

	Short-term
Domestically
licensed banks

  City banks

  Regional banks

  Regional banks II

Shinkin banks
	0.130
0.365
-0.068
-0.104
-0.216
	-0.258
-0.437
0.069
-0.084
0.189
	-0.033
-0.009
-0.009
-0.009
0.045
	0.242
0.283
0.030
0.149
0.000
	-0.124(1.233)
-0.322(0.651)
-0.058(1.953)
-0.093(2.033)
0.015(2.581)
	0.105(1.338)
0.153(0.804)
-0.040(1.913)
0.048(2.081)
0.016(2.597)

	Long-term
Domestically
licensed banks

  City banks

  Regional banks

  Regional banks II

Shinkin banks
	0.048
0.162
-0.140
-0.179
-0.275
	-0.007
-0.053
0.160
0.178
0.143
	-0.085
-0.024
-0.091
-0.158
0.017
	0.070
0.101
0.050
0.086
0.206
	-0.007(1.480)
0.002(1.553)
-0.006(1.712)
0.114(2.068)
-0.002(2.280)
	-0.090(1.390)
-0.056(1.497)
-0.050(1.662)
-0.034(2.034)
0.009(2.289)

	Total2
Domestically
licensed banks

  City banks

  Regional banks

  Regional banks II

Shinkin banks
	0.093
0.342
-0.124
-0.156
-0.271
	-0.161
-0.453
0.144
0.058
0.196
	-0.043
0.007
-0.072
-0.078
0.025
	0.165
0.323
0.062
0.120
0.111
	-0.068(1.363)
-0.248(0.985)
-0.036(1.834)
0.005(2.050)
0.008(2.445)
	0.004(1.367)
0.081(1.066)
-0.040(1.794)
0.010(2.060)
0.020(2.465)



2. Interest Rates on Contracted Loans and Discounts3
Percentage points, changes from the previous month. Figures in parentheses are average rates(%).

	
	Mar. 2009
	Apr.
	May
	Jun.
	Jul.
	Aug.

	Short-term
Domestically
licensed banks

  City banks

  Regional banks

  Regional banks II

Shinkin banks
	-0.063
-0.029
-0.072
-0.038
-0.059
	-0.042
-0.057
0.002
-0.022
0.019
	-0.027
-0.028
0.014
0.001
0.015
	-0.005
-0.003
-0.014
0.042
0.002
	0.020(1.286)
-0.003(0.865)
-0.012(2.046)
-0.021(2.251)
-0.003(2.544)
	0.018(1.304)
0.004(0.869)
0.013(2.059)
0.008(2.259)
-0.002(2.542)

	Long-term
Domestically
licensed banks

  City banks

  Regional banks

  Regional banks II

Shinkin banks
	-0.028
-0.031
-0.023
-0.024
-0.032
	-0.014
-0.018
-0.010
-0.010
-0.011
	-0.012
-0.014
-0.009
-0.011
-0.012
	-0.057
-0.087
-0.043
-0.030
-0.027
	-0.013(1.808)
-0.016(1.714)
-0.012(1.868)
-0.009(2.139)
-0.010(2.392)
	-0.008(1.800)
-0.009(1.705)
-0.007(1.861)
-0.007(2.132)
-0.007(2.385)

	Overdrafts
Domestically
licensed banks

  City banks

  Regional banks

  Regional banks II

Shinkin banks
	0.035
0.034
0.029
0.016
-0.061
	-0.056
-0.048
-0.080
-0.040
0.047
	-0.003
-0.009
0.006
0.000
0.012
	-0.015
-0.020
-0.010
-0.030
-0.036
	-0.004(1.419)
-0.005(1.280)
-0.001(1.618)
0.005(2.222)
-0.022(4.102)
	-0.001(1.418)
0.006(1.286)
-0.009(1.609)
0.000(2.222)
-0.008(4.094)

	Total
Domestically
licensed banks

  City banks

  Regional banks

  Regional banks II

Shinkin banks
	-0.019
-0.013
-0.019
-0.022
-0.035
	-0.020
-0.028
-0.020
-0.014
-0.008
	-0.010
-0.013
-0.005
-0.009
-0.009
	-0.043
-0.055
-0.036
-0.025
-0.025
	-0.006(1.697)
-0.008(1.515)
-0.010(1.848)
-0.009(2.154)
-0.010(2.482)
	-0.003(1.694)
0.001(1.516)
-0.006(1.842)
-0.005(2.149)
-0.006(2.476)


Domestically licensed banks are established under the Japanese legislation, and conduct transactions with the Bank of Japan. However, figures exclude the Resolution and Collection Corporation, the Second Bridge Bank of Japan and the Japan Post Bank. "City banks" excludes Trust banks, Shinsei Bank and Aozora Bank, and includes Saitama Resona Bank. Figures for Shinkin banks are those surveyed by the National Association of Shinkin Banks. 

Notes:

1. Averages of rates on new or extended loans and discounts during the month.

2. Excludes overdraft accounts. 

3. Averages of rates on loans and discounts outstanding at the end of each month.

Appendix 6 – List of PR product & marketing companies in Japan
(Public Relations Society of Japan, n.d., para 2-3)
The PR marketing companies are the following:
[image: image22.png]‘Company Name
BILCOM. Inc.

Burson-Marsteller
‘Communication House Co , Ltd.
Dentsu Public Relations Inc.
Focused Communications Co. , Ltd.
FREEMAN Co. , Ltd.

Full House Co. , Ltd.

gram3 Inc.

Japan Counselors lInc.
Marketing Garden Ltd.

Maven Micorosystems Inc..

PR Kombinat INC.
Risaalah Tokyo Co., Ltd.
SevenSeas Relations Inc.

‘Sharp Corporation

‘TrainTracks Inc.

Trimedia K K.

‘Tsuki Planning Inc. ,

Video Research Ltd.

‘Weber Shandwick Worldwide




The web sites of the above mentioned companies can be found here: http://www.prsj.or.jp/cgi/english/list.php?category=3
The PR product companies are the following:


The web sites of the above mentioned companies can be found here: http://www.prsj.or.jp/cgi/english/list.php?category=2
Appendix 7 – Advertising agencies in Japan
(JAAA, n.d., para. A-Y)
Only the top ten advertising agencies in Japan will be listed including their contact details. More of them can be found on JAAA web site: http://www.jaaa.ne.jp/english/introduction/8.html
1. Dentsu

Dentsu Inc.

http://www.dentsu.co.jp/
President: Tatsuyoshi Takashima

Head Office: 1-8-1.Higashi-shinbashi, Minato-Ku, Tokyo (*105-7001)

Telephone: 0081 3-6216-5111 Fax: 0081 3-6217-5706

2. Hakuhodo

HAKUHODO INCORPORATED

http://www.hakuhodo.co.jp/
President: Junji Narita

Head Office: BizTower, 3-1, Akasaka5-chome, Minato-Ku, Tokyo (*107-6322)

Telephone: 0081 3-6441-6161 Fax: 0081 3-6441-6166
3. Asatsu-DK

ASATSU-DK Inc.
http://www.adk.jp
President: Kouichiro Naganuma
Head Office: 1-13-1, Tsukiji, Chuo-Ku,T okyo (*104-8172)
Telephone: 0081 3-3547-2111 Fax: 0081 3-3547-2091

4. AIM CREATE Co., Ltd.
http://www.aim-create.co.jp
President: Kyojiro Kitade

Head Office: 3-31-1, Nakano, Nakano-Ku, Tokyo(*164-0001)

Telephone: 0081 3-5340-0102 Fax: 0081 3-5340-0191
5. Tokyu Agency

Tokyu Agency Inc.

http://www.tokyu-agc.co.jp/
Head Office: 4-8-18, Akasaka, Minato-Ku, Tokyo (*107-8417)

Telephone: 0081 3-3404-5321 Fax: 0081 3-3475-9419
6. Yomiko Advertising

YOMIKO ADVERTISING INC.

http://www.yomiko.co.jp/
President: Yasunori Nakada

Head Office: Akasaka Park Bldg., 5-2-20, Akasaka, Minato-Ku, Tokyo (*107-6105)

Telephone: 0081 3-3589-8111 Fax: 0081 3-5544-7640
7. East Japan Marketing

East Japan Marketing & Communications,Inc.

http://www.jeki.co.jp
President: Nobuyuki Sasaki

Head Office: JR Ebisu Bldg., 1-5-5, Ebisuminami, Shibuya-Ku, Tokyo (*150-8508)

Telephone: 0081 3-5447-7800 Fax: 0081 3-5447-7810

8. Delphys

Delphys,Inc.

http://www.delphys.co.jp
President: Akira Imai
Head Office: 2-3-18, Kudanminami, Chiyoda-Ku, Tokyo (*102-8262)

Telephone: 0081 3-5213-0050 Fax: 0081 3-5213-0112
9. Asahi Advertising

Asahi Advertising Inc.

http://www.asakonet.co.jp
President: Yoshiharu Yashiro

Head Office: 7-16-12 G7, Ginza,Chuo-Ku, Tokyo (*104-8313)

Telephone: 0081 3-3547-5543 Fax: 0081 3-3547-5548
10. Nikkeisha Inc.
http://www.nks.co.jp/
President: Shigeaki Umeda

Head Office: 7-13-20, Ginza, Chuo-Ku, Tokyo (*104-8176)

Telephone: 0081 3-5550-6501 Fax: 0081 3-5550-6509

Appendix 8 – Contact details of Japanese export–related organizations
1. Japan Foreign Trade Council (JFTC)

6th Floor, World Trade Center Bldg.

4–1, Hamamatsu-cho 2-chome,

Minato-ku, Tokyo 105–6106, Japan
Web site: http://www.jftc.or.jp/english/home_e.htm
2. Japan Cosmetics Supplier Association (JCSA)

Web site: http://jcsa.ne.jp/en/index.html
3. Cosmetics Importers’ Association of Japan
Japan Cosmetics Importers' Association

TEL: +81-3-3560-3041

Web site: http://www.ciaj.gr.jp/
4. Japan Ministry of Economy, Trade and Industry
Web site: www.meti.go.jp/english/
5. Japan Customs

· Tokyo Customs

(Headquarters)
TEL. 0081 3-3529-0700

· Narita Branch Customs 


TEL. 0081 476-34-2128

· Tokyo Air-cargo

Sub-Branch Customs 


TEL. 0081 47-329-0605

· Narita Air-cargo

Sub-Branch Customs 


TEL. 0081 476-32-6020

· Shibaura

Sub-Branch Customs 


TEL. 0081 3-3455-4941

· Ohi

Sub-Branch Customs 


TEL. 0081 3-3790-6803

· Tokyo Overseas Mail

Sub-Branch Customs 


TEL. 0081 3-5665-3755

Web site: http://www.customs.go.jp/english/index.htm
6. National Tax Agency of Japan

Web site: http://www.nta.go.jp/foreign_language/index.htm
7. Venture Japan
· For immediate consultation call:
00 81.3-3355-4633 or 00 81.3.3355-4622 (from outside Japan)
03-3355-4633 or 03-3355-4622 (from within Japan)

· E-mail enquiries to: enquiries@venturejapan.com
· Postal enquiries:

Venture Japan LLC 
6-7-22-351 Shinjuku
Shinjuku-ku
Tokyo 
160-0022 Japan

· Web site: http://www.venturejapan.com/index.htm
Appendix 9 – Contact details of Japanese cosmetics distributors

1. Colin Japan

Tel.: 0081 797381515

Fax: 0081 797235050

Web site: http://cosmeticsjapan.com/index.html
2. IBN Co., Ltd.

10F, Shiba 2chome Bldg., 2-28-8, Shiba, Minato-ku 

Tokyo 105-0014, Japan

Tel: 0081-3-64142688

Contact name: Ito Ikeuchi

3. Yuki International Japan

Tel: 0081-92-4833363

Contact name: Yuki Kawamura

Web site: www.junmai-beauty.com
4. Tsuzuki Trading, Ltd.
1-20-5-506 Eda-minami, Tsuzuki-ku Yokohama 
Kanagawa 224-0007, Japan
Tel: 0081-45-9434783 
Contact name: Hiroshi Otani, Managing Director
5. CIF TRADING CO., LTD.

Rm303, 20-23. Daikanyama-cho, Shibuya-ku 

Tokyo 150-0034, Japan

Tel: 0081-35728-3925

Contact name: Yuko Okura
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