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Abstract

The aim of this diploma thesis is to determine whether the German market is a viable
option for the expansion activities of a Czech online store that sells professional, hobby,
and garden tools, along with related products. This thesis will closely examine the
specifics of the German market, the state of ecommerce, and whether the company is
financially and operationally prepared to undertake such a complex process. After
addressing the research question, a relevant proposal in the form of an expansion plan
will be laid out, covering all necessary aspects including market entry, legal

considerations, marketing, cost estimation, and timeline implementation.
Keywords

International expansion, ecommerce, expansion plan, Germany, online store
Abstrakt

Cilem této diplomové prace je zjistit, zda je némecky trh vhodnou volbou pro expanzi
¢eského internetového obchodu, ktery prodava profesionalni, hobby, zahradni naradi a
souvisejici produkty. V této praci budou bliZze zkoumana specifika némeckého trhu, stav
elektronického obchodovani a zda je spole€nost finanné a provozné€ pfipravena na tak
slozity proces. Po zodpovézeni vyzkumné otazky bude vypracovan piislusny nadvrh v
podobé¢ planu expanze, ktery bude zahrnovat v§echny nezbytné aspekty vcetné vstupu na

trh, pravnich aspektt, marketingu, odhadu nakladi a ¢asového harmonogramu realizace.
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Mezinérodni expanze, ecommerce, plan expanze, Némecko, internetovy obchod
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Introduction

“Only those who will risk going too far can possibly find out how far one can go.”
—T.S. Eliot, author

There is a point in a company’s business cycle when it hits the peak of its performance
and from that point its challenging to keep up with its continual growth performance. This
is what happened to a Czech online store selling professional, hobby and garden tools
after decades of its existence. Its immense success on the Czech market is an evidence of
a mastered know-how in the industry and as the quote above by T.S. Eliot indicates, to
find out how far this company can go, it should take a risk. A risk of international
expansion to seek success on foreign markets, win market share among competitors and

win customers loyalty.

This thesis's main purpose will be to investigate the viability of Germany and its
ecommerce market for Czech online store's expansion. Germany as a huge market ranks
among the top positions on a listamong of huge global economies thanks to its export
activities, which are the biggest in the whole of Europe. This thesis aims to examine the
capabilities the German market can offer to the promotion of an ecommerce business,
understanding consumers’ behavior, market demand, and taking competition into

consideration.

The research design will be based on a blended approach of theoretical framework and
empirical studies that will capture different facets of the market expansion aspects as well
as different frameworks and models used for various analyses. Entry barriers, regulations,
and growth history will be examined by utilizing these model and frameworks to

understand the German ecommerce niche.

The thesis seeks to develop an elaborate expansion plan which will be a formal proposal
for the company, which will include elements that are critical to the ecommerce expansion
process. Those would be market entry, legal matters, marketing, cost estimation, as well

as timeframe implementation.
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1. Problem Definition, Goals, Approaches and Methods

This chapter discusses the core research subject, which serves as the foundation for the
thesis's particular objectives. It also explains the reasoning behind selecting this topic.
The final portion of this part offers an overview of the approach in this thesis as well as

method choices and descriptions.

1.1. Problem Definition

In today's highly competitive ecommerce landscape, the Czech online professional and
garden tools store, has reached a saturation point in its domestic market after functioning
for 32 years, necessitating an expansion to sustain and enhance its business growth. The
German market was chosen as the subject of the thesis after a thorough study of the
potential of expanding into either Belgium or Germany, which were 2 potential countries
proposed by the company’s management. The decision to expand into Germany, a
neighbouring economic giant with the fourth-largest ecommerce industry in the world,
stems from the company's aspiration to capitalize on the opportunities presented by the
mature and well-structured German ecommerce ecosystem. This strategic move not only
represents a pivotal step in the company’s growth trajectory but also underscores the

growing importance of cross-border ecommerce in the competitive global marketplace.

As such, this research aims to reveal the challenges and factors of cross-border expansion
in the ecommerce sector, specifically focusing on the German market, as the chosen
company navigates through diverse market dynamics, consumer behaviour, regulatory
landscapes, and competitive forces. The paramount question pertains to how the online
store can expand its business in the German market to overcome existing challenges,
capitalize on the market's potential, and establish a presence. This thesis seeks to provide
practical insights and actionable steps for the company to thrive and flourish on the
German ecommerce market while contributing to the broader topic on international

ecommerce expansion.
Research Question:

"Is it viable for chosen company to expand into the German ecommerce market?"
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1.2. Goals of the Thesis

The primary goal of this thesis is to provide an expansion plan for the entry of a
Czech ecommerce store into the German market, with a focus on the selling
professional and garden equipment. This plan will be developed after a thorough
examination of market conditions, consumer preferences, and the company’s internal
readiness to satisfy these new needs. Not only does proper market entry determine
success, but so does the capacity to generate continuous growth and maintain a strong

market presence.

1.2.1. Sub-goals of the Thesis

¢ Understanding external environment of the country and understanding
market insights
Obtaining thorough insights into the structure, trends, and consumer behaviors of
the German ecommerce market to support the growth plan.

e Researching relevant consumers and competitors
Evaluating German customer preferences and spotting rival positioning to carve
out a place for the e-shop.

¢ Brand assessment of chosen company to fit the German consumers
Conducting an examination of the e-shop's brand as viewed in the Czech market,
assessing its strengths, flaws, and differentiators, and determining how to position
or adapt the brand for the German consumer base.

e Readiness for expansion of the company
Evaluating the company’s internal systems, financial capabilities, and overall
balance to ensure they can meet the needs of a new market environment.

e Creating proposals in form on an expansion plan for the company to follow
Including market entry, emphasizing localization, legalities, marketing activities
as well as risk handling, cost estimation and implementation timeline, that all

fulfill the structure of a proper plan.

1.3. Approaches

To ensure a successful introduction into the German market, the approach for ecommerce

development includes a series of evaluations and specific activities. A full viability
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evaluation will be conducted in the analytical part of this thesis, which will look at the

ecommerce platform's financial preparedness and internal balance.

Following the choice to expand, a detailed analysis of external and internal environment
will be conducted. Starting with company introduction for contextual base, following
with analysis of various business-related factors in Germany, market analysis, which will
include an examination of German consumer behaviour, the growth of ecommerce,
market developments, competition, and brand perception. The findings of this research
will help to shape the expansion plan. The analytical part will contain a risk analysis to
determine risk areas that the company should be cautious about, and proper responses
could be formulated. All analyses will be summarized by summary analysis and the

research question will be able to be answered.

After determining the outcomes of the analyses, proper proposals will be formed in form
of an expansion plan including topics such as market entry, discussing the supply and
logistics, market localization, which is a critical area that entails not just translating
language but also ensuring that the brand connects with cultural norms and customer
expectations. Simultaneously, operational preparedness will need diligent attention. This
entails building a corporate architecture that conforms with German commercial laws and
regulatory norms, as well as ensuring that all legalities are traversed precisely. It also
entails establishing the technical infrastructure required to enable transactions, ranging
from local banking arrangements to payment processing systems popular in the German
market. The plan will also focus on marketing proposals, as well as risk mitigation, cost

estimation and definition of timeline for proper execution of the plan.

1.4. Methods

The theoretical section addresses topics connected to international market growth (foreign
ecommerce, motives for expansion, logistics, foreign market entrance and its forms), as

well as applied analysis. External and internal environment assessments include:

e PESTLE
e Market Analysis
e Porter’s 5 Forces

e Keller's Brand Equity Model

15



e McKinsey 7S

e Analysis of Financial Health

e Probability & Impact Risk Matrix

e SWOT Analysis using EFE and IFE matrices,

The final design portion will suggest a plan for German market entrance, including a cost
estimate or so-called budget proposal and a time frame for the implementation of the

process of expansion.

1.4.1. Method Description

e PESTLE
PESTLE method will serve as a tool for understanding all necessary factors of the
external environment in Germany, which is the destination country of the
expansion. Understanding the Political, Economic, Social, Technological, Legal
and Environmental factors will provide exclusive insights for the decision-making
process (Johnson, Scholes & Whittinghton, 2008).

e Market Analysis
Market analysis entails a thorough examination of the German ecommerce
market. It considers aspects such as market size, growth patterns, client
demographics, and the competitive environment. A thorough market study reveals
information about the external environment in which the e-shop will function.
This study contributes to a better knowledge of the market's dynamics,
possibilities, and possible dangers. It guarantees that the growth of company is
founded on a thorough grasp of the target market (Westwood, 2020).

e Porter’s 5 Forces Analysis
To investigate the competitive factors in Germany's ecommerce business for
professional and garden equipment, Porter's Five factors analysis will be used. It
is a strategic fit for the study, providing a brief perspective of market entry
obstacles, bargaining power, substitute threats, and rivalry levels. This research
will guide the expansion plan, outlining how to handle competitive difficulties
and successfully grasp market possibilities. Its insights are critical for establishing

a comprehensive market entrance plan (Porter, 2004).
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Keller’s Brand Equity Model

Keller's Brand Equity Model can be used by companies which are tendering to the
expansion of into foreign markets, providing a guideline for new entrants to attract
customers and create a solid brand that caters to their specific needs and likes.
Through the way in which brand identity is made recognizable, the unique story
that the brand is telling consumers, who can relate well to it, whether shock,
surprise or joyful emotions are being invoked in consumers, and by developing
their true brand loyalty, brands can manage to overcome the cultural peculiarities
and the interests of the customers. As a result, such a consumer-targeted branding
activities (in case of the brand's expansion initiatives) is not only efficient when it
comes to building brand equity in foreign markets, but also impels achieving a
competitive advantage and long-term growth by forming strong bonding ties with
local consumers (Keller, 2001).

McKinsey’s 7s

The McKinsey 7S Framework may be used to evaluate the alignment of various
internal parts of the company as they expand into Germany. It assists in
determining how effectively the organization's strategy, structure, procedures,
shared values, skills, style, and staff are linked with the growth objectives. This
methodology is useful since it provides a comprehensive assessment of the
organization's readiness for growth. Examining the interaction of these seven
aspects might help uncover areas that may need to be tweaked to guarantee a
smooth expansion process. This is consistent with the thesis's principal aim of
providing a foreign market expansion plan for the e-shop in Germany (Peters and
Waterman, 1982).

Financial Health Analysis

A financial analysis can be a way in which the division of responsibilities can be
carried out. Financial indicators have no meaning in themselves. What is
important is their application. Understanding the liquidity, solvency and
profitability of a company can measure the company’s financial health which is
necessary to understand before investing in such a major process that international

expansion is (Johnson, Scholes & Whittinghton, 2008).
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e Probability and Impact Risk Matrix
Arisk analysis tool, which uses the probability and impact matrix, can assess these
concerns by comparing the likelihood and the overall effects of the risks. When it
comes to an enterprise moving on the international spectrum, this tool is truly
essential as for proper risk assessment on unfamiliar grounds, it enables to manage
the resources as well as do planning of proposals and mitigation plans, expected
to help with the unpredictability of the differences in any relevant aspect
(Dumbrava & Iacob, 2013).

e SWOT Analysis, EFE and EFI Matrices
SWOT analysis can be a highly useful way of summarizing many previous
analyses and combining them with the key results of the internal and external
environment analyses. The aim is to identify to what extent the company's
strengths and weaknesses are relevant and able to cope with changes in the
external environment, which will serve for the summary of this thesis ((Johnson,
Scholes & Whittinghton, 2008).
Using the EFE (External Factor Environment) and IFE (Internal Factor
Environment) matrices will help and qualitatively grade all SWOT factors and

provide their overall score to determine the organization’s position (Fred R, 2008).

By linking these models, a complete and integrated to assessing and planning the chosen

company’s entry into the German market may be developed.
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2. Theoretical Part

This theoretical study delves into the intricacies of ecommerce. It investigates how this
novel digital medium goes beyond mere electronic transactions to encompass the
planning and execution of strategies, procedures schedule for action or plans its actions
on addressing a situation proactively. These are the most important aspects, without
which businesses will not manage to integrate between electronic communication and
broader elements of corporate systems. Therefore, the sections bellow will present
insights into these features offering a comprehensive understanding of ecommerce and its

pivotal role in contemporary corporate commerce.

2.1. Introduction to Ecommerce

A proper introduction to the ecommerce industry will lay out a solid foundation for

understanding the ecommerce expansion process.

2.1.1. What is Ecommerce?

“Ecommerce isn’t the cherry on the cake, it’s the new cake”.
— Jean Paul Ago, CEO L’Oreal, 2016

With the digital age bringing large changes in various industries, one of the most
noticeable effects is felt within trade that takes place between two or more
businesses. First, this thesis deals with the paradigm shift that has been caused by the
internet which has had highly significant impact on defining trade between authorities
and organizations. This change is based on the introduction and development of
electroniccommerce (ecommerce). Itis in thisregard that highlighting the importance of
such a transition, as aptly put by Jean Paul Ago CEO of L’Oreal stated. This phrase
signifies how ecommerce no longer supplements conventional trade but constitutes its

blueprint heading forward into the future.

Ecommerce is not only a technological innovation, but it symbolizes the fundamental
alteration in how organizations trade information, create connections, and do
transactions. Telecommunication networks are currently becoming the backbone of the

commercial environment that has previously relied on physical encounters and
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transactions. As such, this shift highlights the critical role of information technology not
only in its enabling function but also in relation to its transformative strength helping
businesses define personal relationships and capacity (Lal & Chavan, 2019).

2.1.2. Evolution of Ecommerce and Business Models

The various changes have marked the transformations in how businesses are run and
interact with their customers through ecommerce. As it was mentioned above, in history,
commerce was limited to physical markets where buyers and sellers would go for
exchanging goods services. That is said, history has seen this environment evolve in the
advent of internet and other digital technologies to led into birth and subsequent growth

spurts ecommerce.

Go to core, ecommerce is using online platforms for the purpose of business
transactions. This change had started at the end of 20th century due to invention of
computersand internet. Early ecommerce had been very limited and sometimes awkward
because of technological barrier. Additionally, consumers were sceptic about their
use. With the invention of internet technology however, ecommerce platforms also
evolved in their reach and capabilities. Among the major companies that used this era to
advance their ecommerce businesses and generate profits were online retailers, as

consumers gradually became comfortable with electronic transactions (Bai & Li, 2022).

21st-century development brought even further improvements. The widespread
availability of broad internet and mobile devices has made it more convenient for
ecommerce users to shop from wherever they are at any given time. It has resulted in a
boost of online-marketplaces and various ecommerce models such as B2B (business to
business), B2C (Business to consumer), C2C (Consumer to consumer), B2G (Business
to government), B2B2C (Business to business to consumer), C2B (Consumer to business)
and D2C (Direct to consumer). Furthermore, some of the most complex technologies such
as Al (artificial intelligence) and machine learning are integrated into ecommerce now to
transform it from an easily traded platform into a truly personalized shopping
experience. These technologies allow organizations to study consumer behaviour, detect
purchasing patterns and provide custom recommendations, increasing customer

interaction and satisfaction (Bai & Li, 2022), (Bigcommerce, 2021).
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Besides that, social media has come to be a very influential weapon in the ecommerce Kit,
since it enables businesses connect with clients on direct and personal level hence creating
customer loyalty as well enabling them reach out further into their market (Bai & Li,
2022), (Bigcommerce, 2021).

As the respectful company to this thesis is in the category of B2C of business models,
let’s cover the basics. E-services play a critical role and can be implemented in the case
of B2C ecommerce. Managing customer relationships and increasing sales is essential in
the ecommerce sector for boosting sales. The model is primarily defined by direct
business-to-consumer interactions through various digital platforms. As a result, for B2C
ecommerce company it is very important to concentrate more on the customer-centric
services which involve various types of online support functions such as technical
assistance search helpers’ responses about customers’ queries quick transaction and

payment processing process (Singh, 2002).

An important part of B2C ecommerce includes the delivery of a smooth online
shopping experience and this is possible through different types of an offered e
service. These include the comprehensive provision of product information, facilitating
ease in search and compare products, as well as ensuring that transactions are secure and
convenient. Furthermore, prompt post-purchase support through swift customer service
that entails simple return and refund procedures also bolsters consumer trust and loyalty.
More so, when technology is incorporated into B2C ecommerce as data analytics and
artificial intelligence in understanding customer behaviour, it becomes easier for the
businesses to shape their offerings based on consumer trends as well offering them a
personalized shopping experience. This technological integration is also important in
establishing customer satisfaction and promoting long term relationships with the
customers (Singh, 2002).

2.1.3. Significance of Ecommerce in Global Trade

Ecommerce has transformed the way business is done internationally through digital
platforms. It has facilitated faster, more convenient transactions and provided business
reach beyond boundaries. The boom of ecommerce is especially noticeable in both

developed and developing countries as they create a more inclusive world market. This
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expansion arises from the massive proliferation of internet and digital technologies which

allows for easy transactions across borders (Nair, 2017).

Ecommerce also has been instrumental in job creation and economic
growth. Ecommerce has revolutionized the way people buy and sell goods by allowing
businesses to have direct transactions with consumers in all parts of world, thus unlocking
new markets and opportunities for business growth. This has intensified competition
forcing producers to offer a greater variety of products and services at lower prices than
before (Nair, 2017).

Retail Ecommerce Sales Worldwide from 2014 to 2025
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Graph 1: Retail ecommerce sales worldwide from 2014 to 2025, (Source: own interpretation of Statista,
2022)

The graph from Statista outlines the strong trend of growth that is reported in the
ecommerce industry, and as it currently stands, this sector has reached a considerable
milestone with retail sales reaching around 4.9 trillion USD across the globe. This growth
is forecasted to grow by more than 50% in the upcoming four years as a testament to how
fast this sector has encroached into global trade. Mobile commerce is a massive driver
behind this growth, with 2021 sales of 3.56 trillion USD conducted through mobile
platforms. The major factor behind the growth of mobile commerce is the steady
development of ecommerce sites improving their mobile user experience with a goal to

increase sales. This growth story is supplemented by more frequent ecommerce, with over
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half of internet users buying online on a weekly basis for many popular sectors including
consumer electronics and fashion. This data is captured in the graph that visually
represents the upward trend and how ecommerce contributes significantly to the global
economy (Statista, 2022), (Hendy, 2023).

2.2. Theories of International Business and Market Entry

Entering a foreign market with a company can be a challenging process. Let’s cover it by

understanding relevant theories.

2.2.1. Core Concepts from International Trade Theories

Classical theories of international trade have been fundamental in helping us understand
why nations engage in trade and how they can gain from trading. Absolute Advantage
has been the brainchild of Adam Smithwho held that a country should produce and export
goods which it is able to produce more efficiently than any other countries (Smith,
1977). David Ricardo (2004) further developed this idea in his theory of Comparative
Advantage, which held that a nation need not have an absolute advantage for it to reap
from trading by specializing its part of production only under goods where the relative
inefficiency or disadvantage is the least. Besides, Paul Krugman’s New Trade Theory
questions orthodox theories by pointing out economies of scale and network effects as
reasons for trade patterns in new industries (Krugman, 1979). Lastly, Porter’s Diamond
Model proposes that national competitive advantage in an industry is derived from four
interlinked advanced factors and activities: policies, architectural plan and competition;
conditions of demand; industries closer to it or related ones; and ability resources —human
capital (Porter, 1990).

2.2.2. Market Entry Strategies

The modes of international business vary extensively and include indirect exporting,
direct exporting, licensing, franchising, joint ventures as well as wholly owned
subsidiaries (Root 1994). With any of the said strategies, its necessary to know that the
level of investment differs, and often so is risk and potential return on such investment.
For instance, indirect exporting is the less risky approach as it just involves domestic
intermediaries but until turn to the minimum control over foreign sales. Compared to

direct exporting and franchising, these two options provide more control over the business
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activities and higher profitability margins. However, they are associated with higher risks
and greater resource commitment. Some forms of cross-border investments such as joint
ventures and wholly owned subsidiaries, on the other hand, refer to the highest level of
investment and control that correspond to firms with significant experience operating in
international environments that are willing to commit fully to a particular foreign market
(Hill, Hwang, & Kim, 1990).

2.2.3. Selection criteria for appropriate market entry models

The choice of a proper market entry plan is quite complex, as it depends on the
matching balance between internal capabilities and external market situations. On the
outside, the most determining factors are size and future growth potential of a market,
intensity of competition, regulatory environment on local, national, and regional
level and cultural peculiarities. Based on such factors, it is possible to define the level
of demand, the possibility, and requirements for doing business, localization issues and

ways of successful market penetration (Koch, 2001).

Internally, a firm needs to evaluate its financial resources, technological capabilities,
managerial behaviour, and its ability to adopt foreign markets. Nonetheless, this
internal audit evaluates the company’s ability to invest and run foreign operations.
Another important internal factor to be considered is risk tolerance. Firms that have a
higher level of risk tolerance may prefer to control their operations more and will invest
greater resources into it, such as foreign direct investment. On the other hand, risk-averse
companies may prefer less resource intensive strategies like exporting or licensing (Koch,
2001).

As a result, the market entry plan selected must be in line with long-term goals of the
firm, allowing for sustainable presence on an international platform as well as ensuring

scalability and adaptability to various factors prevailing within those markets.

2.3. Cross-Border Ecommerce Expansion

Combining ecommerce and expansion can introduce a whole another spectrum and
processes related to the expansion process. This portion will cover its challenges and

opportunities.
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2.3.1. Challenges and Opportunities in Cross-Border Ecommerce

Based on the expertise by Xue, Li, and Pei (2016), the growth of cross-border ecommerce
is comprised of a combination of opportunities and challenges that are reforming global

trade dynamics.

Cross-border ecommerce opportunities are immense. The model allows companies to
tap into new markets and expand the number of their customers, facilitating growth and
increasing presence in the market. It is also enabled for digital platforms to assist in re-
organizing the trade system across the globe, where transactions are quick and efficient
ways facilitating streamlined trade of products with cheaper cuts, enhanced low-cost
structures with rapid delivery systems. With the aid of this digital integration, the
supply chain can respond more promptly and become extremely agile, applying
adjustments depending on continually fluctuating demands created by international
commerce (Xue, Li & Pei, 2016).

Nonetheless, the move to cross-border ecommerce is accompanied by major hurdles.
One of the first issues will be to determine how complex it can get in terms of logistics
requirements concerning international shipping and undertaking customs clearance.
Barriersto trade and competition regulations differ across countries making it hard for
businesses. This task is even harder for small businesses that have limited resources due
to the cost involved in renovation, logistics, capital restructuring among others.
Additionally, different cultural and language barriers can prove to be great challenges
in marketing as well as customer servicing therefore a comprehensive approach for the
international markets is necessary (Kalinska, 2010).

Another essential thing is technological infrastructure. It is vital to have strong and
secure digital platforms that promote cross-border transactions. This encompasses the
issues to do with cybersecurity and the assurance of adhering to international legislation
governing data protection (Xue, Li & Pei, 2016).

2.4. External Environment Frameworks

This part of the thesis focuses on external environment investigation methods.
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2.4.1. PESTLE Analysis

PESTLE is a widely used tool for analysis of the outer environment of a company.

Political Factors

Political factors of PESTLE examination are devoted to the evaluation of the impact
which governmental policy or international geopolitical events have on an organization’s
operational environment and strategic choices. Factors could be mentioned like
government policies, political stability, tax regulations, trade barriers, employment
regulations and the way the government approaches business operations. Variating
from one political system to another, governments have the power to pass laws that
govern businesses and hence affect market entry strategies, decisions of investment and
operational costs (Team FME, 2013).

Economic Factors

Gross Domestic Product (GDP) is a key economic measure that considers the monetary
valuate of all products and services made within a country over a particular time
span. It is a kind of a mirror image of the economy that tells whether it is fine or not and
what the rate of unemployment in it is. The formation of GDP because of the Great
Depression and its further development in association with Simon Kuznets is thanks to
the production of a solid operational structure for macroeconomic activity measurement
as well as the elaboration of policies based on Keynesian economic theory (Rondinella &
Giovanni, 2018).

Unemployment is a state of being without a job although one actively triesto get one. It
is a key measure of the state of health of the economy. The unemployment rates that
are on the higher side signify the prevailing economic crisis since the labor force in
such an economy cannot secure employment. Such an eventuality canresult ina decrease
in people's purchases, which is a starter of an economy. Hence, high unemployment
depresses not only the situation of those who get affected directly but also restraints the
economic growth and the development of the country. Apart from that, low
unemployment rate and a healthy economy often means that more people are earning
wages and add to the overall economic growth by the increased spending and investment.
This makes unemployment such a crucial parameter for evaluating whether the economy

is at a stable time or not (Rondinella & Giovanni, 2018).
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Central banks mostly work on short-term interest rates which affect the stability of the
economy in their power. These institutions that utilize different tools such as key lending
rates and open market operations aim to control liquidity and adjust economic conditions.
The European Central Bank (ECB), thus, uses interest rates strategically to achieve
the balance between economic growth and price stability. It deals with the
fluctuations in economic indicators reacting dynamically either to boost investment
or curb inflation. This careful tweaking of interest rates is crucial in carrying out a
moderating function of economies and accomplishing specific economic objectives

(European Parliament, 1999).

The inflation rate highly determines the monetary policy adjustments by central
banks, particularly regarding alterations in interest rates. The ECB aims for an inflation
rate close to but less than 2%, which it accomplishes with interest rate means to keep this
level unchanged. To prevent the economy from overheating and to protect the currency
from losing its purchasing power, central banks will often raise the interest rates if the
expectations for high inflation prevail. This is an indication that the central banks are
being actively involved in checking the high inflation thus to ensure the inflation is at
levels that promote long-term economic stability (European Parliament, 1999).

Social Factors

Social factors represent the demographic and cultural background of the country, which
in turn, may affect the performance of the organization. Such factors could range from
the rates of growth, distribution of the age groups, social mobility, education levels,
cultural trends, and changes in lifestyles. These social factors are the most significant
for the organization to purposefully develop their products and services that will suit
the needs and requirements of their specific customer base. The documents reveal the
essentialness of considering consumer perception about health, career, and environmental
issues, that can considerably modify consumer behavior and market demand (Team FME,
2013).

Technological Factors

Technological factors are related to the degree of development and innovation in a
specific market or sector. Covered are such things as the progress of knowledge

management systems, production processes and of state of infrastructure including
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network coverage. Technological advance at a fast rate becomes a great opportunity of
innovation in industry and efficiency improvement mechanisms but at the same time
poses challenges like the necessity of continuous investment in new technologies and
increased competition. It’s necessary to analyze those technological factors that might
influence the company”s operation ina country, to uncover opportunities as well as threats
(Team FME, 2013).

Legal Factors

The legal components of PESTLE analysis contain the rules and regulations under
which an organization must comply, such as companies’ law, tax regulations and
environmental laws. These elements include — a wide range of lawful matters such as
consumer rights acts, working regimen, health and safety rules, and anti-trust laws.
This clause insists on legislative actions at both the domestic and foreign levels which
can greatly affect the business environment through the connection of costs, liabilities,
and the business in general. For instance, amendments to labor regulations or the addition
of new health and safety rules might be requiredto be integrated into the way a company
functions, which will mean labor expenses changing and business practices getting
impacted (Team FME, 2013).

Environmental Factors

Among them environmental factors are the ecological and physical features of an external
environment that can influence business operations. This comprises heat change,
environmental norms, levels of interest in environmentalism among population,
energy provision and expenses, as well as the encompassing eco-systems effect of
business plays. The file brings attention to the fact that environmental restrictions are
essential considering the costs of energy conservation, waste management, and the
storage or use of materials which affect public attitudes and the view of product
regulators. Moreover, environmental weather conditions and seasonal routines will make
it difficult for the work efficiency, security of the supplies and infrastructure design
(Team FME, 2013).

Overall, the PESTLE analysis will help with determining the state of Germany founds
itself in among mentioned factors that are essential to any operating and expanding

28



business. This analysis will serve as one of the pillars supporting the final picture of

whether Germany is a viable country to expand into with an online store.

2.4.2. Market Analysis

Market research is a process, which is an underlying foundation for successful market
analysis connected to the most significant factors: dynamics of market, behavior of
consumers and trends. It is this procedure of undertaken the routine gathering,
analyzing, and interpreting of information on a certain market. The research market

can be done in two ways:

e The first one is primary data collection that involves direct engagement with
the market. While the second one is doing research by secondary sources which
uses the existing data.

e The secondary data resources include the different kinds of government
research, statistics, trade reports from organizations like Statista, and different
trade directories and syndicated reports from research. They basically provide a
nutritious basis for knowing the market contexts and the development of sound

marketing strategies that work (Westwood, 2020).

Market analysis is the next level of the market research data whereby the market structure
and its components are presented comprehensively. This comprises the study of the
market size, segmentation, and buyer or supplier profile. Market research helps in the
evaluation of the competitive landscape, the understanding of the distribution
channels, and the assessment of the existing communication strategies exiting in the
market. Further, financial, and legal aspects like taxes, duties, and compliance
requirements also impose their influence on market activities, however in this thesis this
topic is covered in PESTLE analysis. This analytical process is essential for the
understanding of the companies’ current market positions and future opportunities
which, in turn, helps businesses to tailor their strategies in the market demand.
(Westwood, 2020).

Porter’s Five Forces
The Five Forces Framework was initially created to help evaluate the attractiveness and

profitability of various industries. However, it can be effectively used by most
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organizations for this purpose since it is considered a basic tool in conducting strategic
analysis (Johnson, Scholes, Whittinghton, 2008).

The Five Forces identified in Porter's model are:

Threat
of New
Entrants

¥

Bargaining Among Bargaining
Power of Existing Power of
Suppliers Competitors Buyers

.

Threat of
Substitute
Products or
Services

Image 1: Porter’s 5 Forces, (Source: Porter, 2008)

Threat of Entry: This force deals with the threat of new entrants to an industry.
If an industry has high barriers to entry, for example, significant capital
requirements, economies of scale or strong brand identity that holds the customer
captive the existing companies are protected against competition but on the other
hand it restrains new competition.

Threat of Substitutes: This force concerns looking at opposing products or
services that can exchange or substitute the industry’s ones. The threat of
substitutes is high and means that the market forces sensitive to this fact put some
pressure on industry players to push for innovation, since through branding or
product differentiation efforts industries can prevent buyers from shifting
loyalties.

Power of Buyers: The fifth force is the bargaining power of buyers. The more
buying power the buyers of the products within an industry have, the more it

means that they are in a position to ask for either low prices or high-quality
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products and this also can easily affect the amount of profitability of the firms
involved.

e Power of Suppliers: This looks at the power Suppliers hold over the industry.
Higher supplier bargaining power can put pressure on the market by increasing
prices or reducing output quality to affect an industry’s cost structure and
competitive situation.

e Rivalry Among Existing Competitors: This force shows how competitive the
industry is. Price wars, advertising battles, and continuous product innovations
result from high rivalry which is common in the setting with many competitors

and slow market growth (Johnson, Scholes, Whittinghton, 2008), (Porter, 2008).

Porter’s underlying message is that industries where these five forces are intense are
usually less appealing to compete in because of the fierce competition amongst
competitors and relatively lower profit opportunities. On the contrary, industries having
weaker forces create good conditions for earning profits and growing. Such a framework
gives an organization an in view of the current competitive nature and helps guide its
decisions. Understanding these forces allows companies to develop plans that can enable
them to exploit or mitigate the effects of each force.

Keller’s Brand Equity Model

Keller’s Brand Equity Model, which is also referred to as Customer-Based Brand Equity
(CBBE) Model, defines a pattern for building a powerful brand by influencing the way
consumers perceive and feel about it. This model is structured around four key levels:
brand identity, brand meaning, brand responses, and brand relationships that interact with
each other until a strong consumer-brand bond is created (Keller & Kotler, 2017).
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4. Relationships
What About You and Me?

3. Response
What About You?

2. Meaning
What Are You?

Image 2: Keller’s brand equity model pyramid scheme, (Source: Keller, 2001)

Brand Identity: The base level is aimed at developing brand recognition. Consistently
cued cues, according to research, improve brand recall, laying the groundwork for

stronger brand associations (Keller, 2001).

Brand Meaning: In this stage, brand meaning is defined through behavior and symbols
thereby stressing the significance of functional benefits and brand personality for gaining

competitive advantage (Keller, 2001).

Brand Responses: At this stage, consumer judgments and emotional responses to the
brand are explored. Research has demonstrated that both cognitive evaluations and

affective responses are vital for loyalty and perceived value (Keller, 2001).

Brand Relationships: Brand resonance is the ultimate of Keller’s model, when consumers
develop a deep, personal relationship with the brand that is characterized by loyalty and

active participation (Keller, 2001).

The model of Keller is focused on strategic and sequential brand positioning system,
paying attention to the ability to understand and to control consumers’ perceptions at each
step. The literature confirms its effectiveness in all markets, posing it as an essential

instrument for the creation of brand equity.

2.5. Analysis of Internal Environment of a Company

2.5.1. McKinsey’s 7S Framework

The McKinsey 7S Framework is a management tool created in the late s by consultants

at McKinsey & Company. It provides a holistic approach to organizational analysis and
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performance by examining seven interdependent elements within an organization:
Strategy, Structure, Systems, Shared Values Skills, Staff and Style. These elements fall
under ‘hard’ components (Strategy, Structure, Systems) which are more tangible and
easier to pinpoint whilst others are classified as ‘soft’ constituents (Shared Values, Skills,

Staff, Style) that can be harder to define but that is seen crucial for efficacy.

Strateqgy l Systems

Image 3: McKinsey 7S framework, (Source: Waterman, Peter, Phillips, 1980)

Understanding the company through the lens of the McKinsey 7S Framework is pivotal

prior to international expansion for several reasons:

e Strategy: It is important to evaluate how the existing business strategy will
deliver results in a new market, confirming that objectives are consistent with
market opportunities and threats.

e Structure: International expansion may necessitate restructuring. This analysis
will establish whether the current organizational structure can enable it to operate
in a different market which may pose a different regulatory and competitive
environment.

e Systems: It is then necessary to assess and potentially modify some of the key
operational processes, such as financial systems, management of human resources
(HRM), logistics etc., so they will fit the needs that stem from acting

internationally.
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e Shared Values: The core values help in shaping pipeline culture and strategic
decision-making. Toremain legit and keep brand consistency across borders, it is
vital to comprehend these values.

e SKkills: The skills of the workforce must fit with the requirements of the new
market. The Framework for Maturity model helps identify the capabilities that
could act as roadblocks to expansion.

e Staff: The development of personnel readiness, from top management and to line-
level employees should be ensured while keeping an eye on any new persons hired
within the expansion market.

e Style: To succeed internationally, leadership style and company culture must be
suitable for the international nature of operations often requiring different

approaches to managing human resources (Waterman, Peter, Phillips, 1980).

In general, the 7S Framework provides a broad analysis of organizational
characteristics to establish the readiness for international expansion which is highly
complex and challenging. It ensures that the organizational goal is aligned with all parts
of an organization, and any imbalance can be obliterated, which is crucial for success in
entering into new markets. The Intersection between the company’s internal capabilities
and peculiarities of the target market. This is vital for this serves in ensuring that the
strategy employed by a business organization is most coherent one possible since such
alignment permits a lustrous approach bringing together an organized array of internal
capacities combined with preferences and distinctiveness inherent to target market, which

would be none other than chosen German ecommerce landscape.

2.5.2. Financial Health Indicators

In the changing world of corporate finance, evaluation of the financial condition of
organizations is the key for the stakeholders to be able to make an informed decision.
This literature review delves into the critical financial health indicators across three

fundamental categories: Liquidity, solvency, and profitability.

Liquidity Indicators
The current ratio, which involves dividing current assets by current liabilities, that is,

solvency ratio is the most applied among the ratios. Through the current ratio we calculate
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the ability to pay current liabilities with current assets, which shows the capability of

quick receivables to cover the debts of creditors at the present time (Sankaran, 2023)

Current Assets

Current Ratio =

(Sankaran, 2023)

Current Liabilities

AcademicBookReference.pdfQuick ratio calculates the possibility to cover all short-
term debts/ liabilities with the most liquid assets of the enterprise (Sankaran, 2023). Its

calculated using the formula:

Current Assets—Inventories

Quick Ratio =

(Sankaran, 2023)

Current Liabilities

Solvency Indicators

The debt-equity ratio shows the proportion of long-term debt to equity. In case the
proportion of a total long-term fund which is debt-related is minuscule, outsiders feel
more secure. From the security aspect, capital structure which contains less debt and more

equity ais preferred as it tries to eliminate the chance of bankruptcy (Sankaran, 2023)

Total Liabilities

Debt to Equity Ratio = (Sankaran, 2023)

Equity

Interest coverage ratio deals with the servicing of intereston loan. It measures security
of interest payable on long-term debts. It shows the relationship between profits available
for payments of interest and the total interest payable (Bige, 20202). It is calculated as

follows:

EBIT

Interest Coverage Ratio = ——
Interest Expenses

(Bige, 2022)

Profitability Indicators

Net profit margin is a financial ratio that expresses the profit percentage a company
generates from its sales (its revenue). It determines how much net profit an enterprise
generates per dollar of revenue it gains (Bige, 2022). The net profit margin formula is

obtained by this equation:

Net Income

Net Profit Margin = ———— x 100 (Bige, 2022)
Revenue
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Return on Equity (ROE) and Return on Assets (ROA)

ROE provides an effective metric for evaluating returns. By comparing a ROE of a
business to the industry’s average, it is possible to reveal a company’s competitive

advantage (or lack of competitive advantage) (Bige, 2022).

ROE = YetIncome , 100 (Bige, 2022)
Equity

ROA is a financial ratio used to analyse the efficiency of a company in using its assets in
respect to the profit earned through the ratio of net income and total assets. ROA that is
above average, indicates higher efficiency (Bige, 2022).

ROA = NetIncome , 1040 (Bige, 2022)

Total Assets

2.6. Probability and Impact Risk Matrix

In the evaluation of the risk factor, they have to be first determined. Evaluation criteria
should be short and straight to the point. Moreover, measurements should be quick and

short as well. The assessment should capture all the angles of activity:

e risk probability (close to certain / more likely / less likely / rare).
e the level of risk (high, moderate, low, or negligible).

e impacts (catastrophic / huge / medium / small / irrelevant).

For all risks there should be proposed a proper mitigation plan to recognize which
measures should be applied. The building of mitigation measures is addressing

endangering issues and making amendments in them (Dumbrava & lacob, 2013).

Table 1: Simplified model of the probability and impact classification, (Source: own interpretation of
Dumbrava & lacob, 2013)

Classification of Score Impact Score
probability classification
Low 1 Major 3
Medium 2 Medium 2
High 3 Easy 1
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After identifying risks and assigning them with scores for probability and impact a risk

matrix can be formed based on the combination of the scores listed in the tables below.

Table 2: Probability impact matrix, (Source: Dumbrava & lacob, 2013)

Resulting Probabilities * Impact = Risk
Value/Level of Risk

LowP | MediumP

Table 3: Impact analysis, (Source: Dumbrava & lacob, 2013)

Magnitude of Impact Impact Definition Score | Rating
High impact/High probability Very High 5 A
High impact/Medium High 4 B
probability
Medium impact/High
probability
Medium impact/Medium Medium 3 C
probability
Medium impact/Low Low 2 D
probability
Low probability/Medium
impact
Low impact/Low probability Insignificant 1 E
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2.7. SWOT Analysis, EFE and EFI Matrices

SWOT analysis is a strategic tool to analyse the Strengths, Weaknesses, Opportunities,
and Threats that a business might encounter ina competitive context of business planning.
The other method is stating the purpose of the business and marking out the factors both
inside and outside that will aid or hinder achievement of the purpose (Johnson & Scholes
& Whittinghton, 2008).

Internal

fact Strengths == Weaknesses
actors

External

factors Opportunities ==  Threats

Helpful Harmful
aspects aspects

Figure 1: SWOT diagram, (Source: Sarsby ,2016)

Strengths, means by which the business/project has or will gain the market share.
Weaknesses, attributes that have been the sources of disadvantages related to the others.
Opportunities are the outer midst opportunities to ameliorate performance include (e.g.,
economic expansion, behaviour change). And lastly threats, a mention of external
elements in the environment that could pose as a danger or problem for the business or
project. Applicationand importance of SWOT analysis is a strategic planning instrument
which together with gathered information translates them into actions that support
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organisations goals and becomes a decision-making basis for formulation of strategies
(Johnson & Scholes & Whittinghton 2008).

2.7.1. External Factor Evaluation (EFE) Matrix

External Factor Evaluation (EFE) matrix isa management tool that focuses on evaluating
the external factors of a company/project/plan. The EFE matrix discloses the impact of
external opportunities and dangers to companies. Weights are from 0 to 1 where the
highest rant represents the highest impact on the organization. Ratings score from 3-4 is
assigned among the opportunities of the company and 1-2 score is assigned among the
threats in the external environment. This tool diagnoses and reports important variables
such as economic, social, cultural, demographic, environmental, political, governmental,
legal, technological, and competitive data, which are essential in constructing sustainable

competitive advantages in the industry environment (Fred R, 2008).

2.7.2. 1FE (Internal Factor Evaluation) Matrix

The Internal Factor Evaluation (IFE) matrix on the other hand is a strategic management
tool used in auditing or the evaluation of major strengths and weaknesses within general
operations of a business. IFE matrix methodology serves as a visual tool that is used to
evaluate strengths and weaknesses of a business project or corporation and it is also the
as the basis for building strategic options. Each weakness factor receives a rating from 1
— 2, and the weights mean the influence factor has to the organization success. Strengths
factors receive rating from 3-4. All factors have distributed weight which must equal 1
altogether. Subsequently, the optimal score of each factor is determined by the product of
its weight and its rating. This would give an insightful dialogue about internal factors

which are significant to the company strategy (Fred R, 2008).

39



2.8. Theoretical Framework Integration Scheme

External Analysis

PESTLE Analysis German E-commerce
|, Market Analysis ’l

Porter’s 5 Forces

| Consumer Behavior and

MZ‘E.‘;;‘;%JS < Internal Analysis """ Brand Equity Model
| Analysis

SWOT Analysis +
EFE and EFI
Matrices

Financial Indicators » Probability &
Analysis Impact Risk Matrix

Market Entry &
Localization

Pricing & Product Legalities &

Decisions

|
|
< Expansion Plan
|
|
»

Administrative ,l Online Marketing

Tasks
Financial Estimation of

Risk Response
Projections Costs
Time Frame of E-commerce

. Cross-border Expansion of the
Implementation

Czech Online Store to Germany

Legend
Bl Initial state [ Primary level (main section)

. . Secondary level (sub-section)
- Desired/Final state

Tertiary level (specific elements)

Figure 2: Visual scheme of a thesis road map, (Source: own creation, 2024)
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The following visual representation is a strategic summary that shows the steps of the
analytical process and further elaboration on how to develop, presented in a separate
blueprint for the expansion of a Czech online store going onto the German ecommerce
market. The schematic begins with the “Initial State”, demonstrating that the store has a
certain aspiration for development and continues through a profound “Understanding of
ecommerce” section, considered to be based on theoretical foundation principles

underlying all mentioned above in the thesis.

This is followed by the “Analytical Part,” a process including frameworks for external
analysis starting with the “PESTLE Analysis”, investigating critical external factors. Then
continuing with “Market Analysis of German Ecommerce”, which will include industry
analysis as well as study of competition using the “Porter’s 5 Forces” and understanding
the behavior of German customers and their preferences using the “Consumer Behavior

and Brand Equity Model Analysis”.

Additionally, the “Proposal” portion follows an analytical outputs in which the
“Expansion Plan” is titled including areas of secondary levels such as “Market Entry &
Localization”, “Pricing & Product Decisions”, “Legalities & Administrative Tasks”,
“Online Marketing”, “Risk Response”, “Estimation of Expansion Costs”, “Financial

Projections ”, and finally the “Time Frame of Implementation” of these proposals.

The strategic roadmap ends with the “Final State.” In other words, this final stage
summarizes what is expected because of successful “Ecommerce Cross-border
Expansion to Germany” thereby completing the narrative of this thesis, which must be
completed by the company itself. This model captures the steps followed in chronological
order when undertaking an expansion plan, incorporated within the findings of the
comprehensive literature search as it also doubles up to work as a methodological chart
for both adoption and review.
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3. Analytical Part

The analytical part of the thesis is focused on the research of the mentioned subject matter
and its goal is to make sense of gathered information and trends by offering a concise and
analytically supported results on mentioned subject. This part is essentially the heart of
this thesis and serves as a core of evidence-based results for the support of the theory
written above and lay out a base for the proposals for the foreign expansion process of a

company.
3.1. Introduction of the Company

The thesis is focused on a key player, a prominent Czech company that established its
name on the Czech market, during the thirty-three years of its existence. For the purpose
of this thesis let’s call the company CALWENO Ltd., (LLC - Limited Liability
Company) firstly established in 1991, is a company that focuses on a wholesale of
professional, hobby and gardening tools. Its business model is built on selling B2B
(business to business) but also B2C (business to customer) in Czechia. The company has
grown immensely and has reestablished itself in 2005 and over the past three decades
and with growth of online shopping and the ecommerce market the company decided to

establish an online store in 2017 for broader scale of customers.

Table 4: Basicinformation about company, (Source: own interpretation according to Public Register and
Collection of Documents, 2024)

Name CALWENO Ltd.
Legal form Company with limited liability
Year of establishment and
) ) 2005
registration
Headquarters Brno

) o Wholesale, online selling of professional and
Business Objective )
gardening tools

Governing Body One managing director
Basic Capital 200 000 CzK
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The company’s product range consists of products of different brands, offering tools in

these categories:

Table 5: Product categories and products of CALWENO, (Source: own creation, using information from
www.CALWENO company.cz, 2024)

Tool Category

Tools

Professional

Cordless Drills, Drivers, Power Saws, Welding Equipment,
Helmets, Gloves, Accessories for Professional Welders etc.

Hobby Crafting Kits, Paint Sprayers, Handheld Torchers/Burners,
Basic Drills and Drivers, etc.
Gardening Lawn Mowers, Garden Hand Tools, Leaf Blowers, Hose Reels

and Watering Solutions, etc.

3.1.1. Product Range

CALWENO offers range of products from renowned and high-quality brands from the

tool sector.

IRWIN

\JTOOLS

KEMPER

A K
@elko

Fritslurgenss CCOJ O

Image 4: Range of Brands of CALWENO as of 2024, (Source: own creation based on company’s

brands, 2024)

e IRWIN Tools — Everyday hand tools and accessories for the power tools for trade

professionals who want a product that runs at the same time has a robust and

durable nature on the job site.

e STALCO - A range of tools which help people who work with them on a regular

basis, and hobbyists using them for certain purposes with different tasks.

e Helko - Specializes in the production of premium axes and forestry equipment

that run from hand shaped pieces perfect for both professional and hobbyist use.

e Viking Arm — Supposedly combining forces alongside very advanced tools to

ensure a successful grip and accuracy.
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Bernzomatic - brand of torches for portable use in combination with solid fuel
cylinders, widely employed for plumbing, HVAC, and welding.

EXPRESS - Regarding the tools that are perhaps blowtorch like heaters that are
used both in professional circles and as one's DIY projects.

KEMPER Group —Goes through diverse products that include cutting and
welding equipment, safety gears, professional tools as well as others.

Acther - Door systems and sealing solutions.

FritsJurgensbrand - The leading manufacturer of hinges for pivoting doors and
carpentry. [tis a particular type of hardware used only by carpenters and architects
in their projects.

CROSO - Brand that is designed to address the construction niches in either

masonry systems or hardware.

3.1.2. Customers

Customer focus of CALWENO.cz B2C sector is described using the template created by

the author D. McGruer (2020), which offers detailed aspects of a customer avatar, such

as demographics, psychographics and more. As there could be tens or hundreds of avatars

created for the company’s customer profile, for the sake of the thesis and clarity, three

main avatars will be created and presented as the most average customer sample of the

company. These three customer avatars relate to the three categories of the company,

which are “professional tools, hobby tools and garden tools”. These following avatars

will describe the most average customer persona to the relevant category.

The primary customer avatar is an average purchaser of professional tools as
this product category has the highest percentage of sales of the assortment (See
Appendix 1)

The secondary customer avatars are average purchasers of garden and hobby

tools (See appendices 2 & 3).

3.1.3. Size of the Company

CALWENO.cz categorizes as a medium-sized online store according to various

characteristics that are considered a relevant indicator in the ecommerce industry.
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Table 6: Characteristics of CALWENO, medium-sized online store, (Source: own creation, using
information from Public Collection of Documents Index, 2022-2023 & company s sales manager, 2024)

Indicator Number
Annual Revenue for 2023 50 000 000 CzZK
Number of Employees as of January 2024 15

Average Number of Monthly Online Orders for
2023

3000

The size of the company allows it to adapt to the dynamic more effectively and answer to
everchanging trends in ecommerce markets and understand consumer preferences. And
it also suggests that the company has successfully managed to enter their specific niche
market segment in its home country and achieved balance between operational scale and

business growth.

3.1.4. Suppliers

Effective choice and arrangements of suppliers is essential for expansion of CALWENO
into Germany. The company operates with a broad category of different suppliers in
several different locations, which allows for effective logistics and product
availability. The major tool suppliers are three with one being in Huntersville, USA,
serving Czech Republic and Europe mainly through distribution centers in Belgium,
Germany, and Poland. Polish supplier has two warehouses and provides flexible delivery

solutions with a 50/50 self-delivery and direct shipping.

Furthermore, CALWENO sources some supply from Wuppertal, Germany and this
ensures quick access to the products within the Germany market. Other specialized
suppliers are Baremus Verk from Norway for vices and different suppliers for burners,
among them a company from Columbus, Ohio, having a delivery timeline of 2-2.5 months
because of European electronic recycling standards. Other suppliers from France and Italy
also add to the variety of the supplier network, which CALWENO product range is based

on.

In terms of door-related hardware, pivotal hinges are obtained from Kolham, Netherlands,
but for garden equipment, the supplier is from Poland, and the deliveries approximately

take 14 days or so, depending on the order schedules. Suppliers of thresholds and railings
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are in Arnsberg, Germany, adding more and confirming CALWENO’s activity and

operational efficacy in Germany.

Such a wide network not only improves the efficiency of CALWENO s supply chain

but also places the company to cater for the varied needs of the European market.

3.2. External Environment

Conducting a comprehensive analysis of the external environment into which a company
seeks to expand is a pivotal step in grasping the health status of the country’s economy,
acknowledging the political regulations which might be different from the home country
of the company, evaluating the market's size, and identifying both the opportunities and
threats presented within the market. Furthermore, this analysis is essential for
understanding the competitive landscape and understanding the local customer and his

purchasing behaviour.

3.2.1. PESTLE Analysis

Entering the German market requires the knowledge of its environment, which is
provided by the PESTLE analysis. This evaluation will analyze essential “Political,
Economic, Social, Technological, Legal, and Environmental ” factors that could impact
the Czech online store successful market penetration and growth. This is a tactical
measure to adjust the approach so that it corresponds with peculiar conditions of the

German (ecommerce) market.

Political Factors

Understanding the political environment of a country is crucial considering expansion
plans of any foreign company or investors. To understand where Germany politically

stands, key political indicators will be analysed:

e Political Stability Index
e Corruptions Perceptions Index
e Political Rights Index

e Government Effectiveness Index
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Starting briefly with key facts about Germany for introduction:

e Population: 84.6 million

e Form of government: Parliamentary democracy
e C(Capital: Berlin

e Currency: Euro (EUR)

The Political Stability and Absence of Violence/Terrorism Index determine people's
level of perceptions of risk of violent or terrorist jeopardization of the government. Below
is a graphical representation of the political stability of Germany over the years 2015-
2022, which is the latest available data. Political Stability Index indicates that the value

down to -2.5 is weak and value up to 2.5 is strong.

The Political Stability Index of Germany 2015-2022
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Graph 2: Political Stability of Germany Percentile/Rank 2015-2022 (Source: own interpretation of The
Global Economy, 2023)

Germany's average value throughout that period was 0.63 points, with a low of 0.55 points
in 2019 and a high of 0.73 points in 2021. The most recent figure from 2022 is 0.61 points.
Germany is in the 53rd position over 193 countries with the score of 0.61 in the 2022
Political Stability Index, far above the global average of -0.07. This shows rather stable
political conditions, one of the main prerequisites for operational business activity

and the safety of investments.
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The Corruption Perceptions Index assesses countries according to how corrupt their
public sector is perceived to be based on expert assessments and opinion surveys. In
general, the CPI defines corruption as a misuse of entrusted power for private benefit.
The following figure depicts the CPI of Germany for the years 2015-2022. 100 points

equals no corruption.
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Graph 3: The Corruption Perceptions Index of Germany 2015-2022, (Source: own interpretation of The
Global Economy, 2023)

Germany ranks overall in 9™ place from all listed 177 countries with 79 points for
2022, while the world average is 43 points for the same year. This result places Germany
in the top 5% of all ranked countries, indicating favorable corruption situation. A
decreasing trendline can be seen in the graph above, indicating a stable improvement of
the index over the years. Thisranking also indicates a correlations between a higher long-
term economic health of the country (GDP and Unemployment rates) as can be seenin a
study published by Apostu, Begu and Enache in 2019, analyzing the correlations among

European countries.

The Political Rights Index evaluates three categories: electoral process, multi-party

systems and political participation, as well as the functioning of government. The scale is
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from 1 (for strong rights) to 7 (for weak rights). The figure below shows the

performance of Germany from 2013-2020.

The Political Rights Index of Germany 2013-2020
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Graph4: The Political Rights Index of Germany 2013-2024, (Source: own interpretation of The Global
Economy, 2024)

Stable values can be seen among the whole examined period, indicating strong political
rights in Germany. In contrast the world average of 195 including countries for the year
2020 is 4 points.

The Government Effectiveness Index accounts for perceptions of the population
concerning the quality of public services, the quality of the civil service and the extent it
is independent of political pressures, the quality of policy formulation and
implementation, and the credibility of government's regarding these policies. Scale: -2.5
weak; 2.5 strong. Below is the graphical representation of German Government

Effectiveness Index for years 2015-2022.
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Graph5: The Government Effectiveness Index of Germany 2015-2022, (Source: own interpretation of
The Global Economy, 2023)

The latest value for Germany is from 2022 is 1.29 points, which represents high
governmental efficiency. For comparison, the world average in 2022 based on 193
countries is -0.05 points. Therefore, Germany is way over the global average, and it can
be said that the country has capabilities in policy, delivering quality services to the public,
and retaining administration quality. This efficiency reflects public administration
standards at the level of the state government, which means favorable proved conditions

for company operation and investment.

Economic Indicators

Using this method, the direct knowledge of the German economy health and trends will
be gained. Such informationis critical for assessing the macroeconomic environment the

store will potentially be located in.
Let’s analyze these relevant economic indicators:

e  GDP Growth Rate of Germany
e Inflation Rate

e Unemployment Rate
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e Interest Rate

e Exchange Rates

The GDP growth rate is one of the primary indicators of the health of a country’s
economy, which represents the total dollar value of all goods and services produced in a
country over a specified period. Its importance is seeded mostly in indication of the
country's market size, the consumer spending, business investment and helps with further

forecasting for the future.

The graph below displays the GDP of Germany from 1987 to 2028, with the years 2023-

2028 being a projection years.

Germany: Gross domestic product (GDP) in current
prices from 2015-2027 (in billion USD)
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Graph 6: GDP of Germany 1987-2028, (Source: own interpretation of Statista, 2024; Germany; IMF)

The graph of Germany's GDP over the past five years vividly shows the in-built strength
and resilience of its economy together with its adaptability and flexibility with visible
drops that occurred during the economic crises in the period depicted above. The data, as
displayed inthe graph, indicates that prior to 2020, the GDP of Germany was on the rising

trend, which means that the country's economy was very robust, and the regulatory
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frameworks were effective at that time and that stage was the gate to what should be a

steady advancement into the future.

Through the pandemic of corona virus 2020, Germany showed a slight reduction of the
GDP to 3.884 trillion USD, reflecting the world economic decrease as all the countries
were facing the restrictions to contain the spread of the COVID-19. There was an
economic deceleration during this phase of business because companies had to come to

date with many last-minute issues.

The German economy, however, came into spotlight once again as the GDP for 2021
showed a remarkable improvement and reached 4.281 trillion USD. This recovery

reflected the stamina of the German markets, thanks to monetary and fiscal policies.

In 2022, unlike the year before, the GDP had a relatively subtle decline of 4.085 trillion
USD. This coming moderation could be taken as an expected reconstruction after a short
period of strained post-pandemic recovery or the whole economy of the post-pandemic
times could be reinterpreting the new uncertainty about consumers’ spending behaviors

and the supply become more sophisticated.

Though the government and conservative prediction was below for 2023 (4.429 trillion
USD), the actual GDP inthe country was higher than the expectation: 4.509 trillion USD.
Consequently, a strong German economy, which not only showed the resilience against
the aftermath of pandemic but also a sign of foreseeable stable growth, took a role as

a platform for new and growing businesses to start and expand.

These GDP prognoses for Germany are especially encouraging news for companies,
such as the Czech online store, planning to start doing business in the German market.
Even though the economy is growing at a steady rate after having lacked consumer power
during the pandemic, the large number of people who have been proved to be quite willing
to buy all kinds of goods and services offers just the right condition for the latter to bloom.
In this regard, it is worth mentioning that especially for industries striving to take
advantage of technological advancements, such as ecommerce, the current business

landscape opens a door for a lot of new opportunities.
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Inflation Rate

As seen in the following graph representing the rate of inflation in Germany within the

period of 1992-2023 measured through annual changes in the Consumer Price Index

(CPI).

Germany: Inflation rate from 2015-2027 (in %)
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Graph 7: Inflation Rate of Germany 1992 - 2023, (Source: own interpretation of Statista, 2024)

What is immediately capturing one’s attention is the remarkable spike in inflationin the
concluding years, with 2023 settled at 5.9% meaning that consumers are under
compulsory raising their costs, which affects their consumer power but also business
cost structures. This can result in a company’s inability to lower prices or more probably,
enjoy the same profit margins as in the previous, more prosperous period.

Having a look at the home country of the online store in question, Czechia's average
2023 inflation rate was a huge 12.1%. This could offer an optimistic point of view for
the company, as the German inflation for 2023 was 5.9%. The higher inflation experience
in Czechia could be a source of useful lessons on cost and pricing strategies that were
applied. The experience of survival in a high-inflation environment of Czechia might
provide the company with some resistance and skills for future adjustment in Germany,

what will make the expansion less frightening as such a store is used to work in the high-
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inflation environment. The comparison is such that even though both economies are
currently suffering from inflation, the experience is in favor of Czech store in controlling
and living with these challenges of the economy (Czech Statistical Office, 2024).

Unemployment Rate

Unemployment rate is another strong indicators of the well-being of a country”s economic
health. In the following graphical representation, the actual data for unemployment rate

of Germany for the years 2005-2023 can be seen.
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Graph 8: Unemployment Rate of Germany 2005-2023, (Source: own interpretation of Statista, 2024)

The figure reflectsa clear view of Germany’s labor market from 2005 to 2023, where the
unemployment rate is shown as a decreasing factor from one year to the next. This fact
serves as an indication of a strong economy and labor market. Caused by the COVID-19
pandemic innumerable implications became evident in 2020, however the economy
looked withdrawing and there occurred the temporary spike in unemployment. However,
the economy resumed its original course of decreasing unemployment rates towards

to the pre-pandemic level. The slow but steady acceleration of the economy in Germany
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is an attractionto CALWENO. The employment rate is high, and the workforce is readily

available for job employment opportunities.
Interest Rates

During the period 2019-2023, a remarkable transformation accomplished the interest rate

trajectory in Germany set by the European Central Bank.
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Graph 9: Policy Interest Rate in % of Germany 2014-2023, (Source: own interpretation of
Focuseconomics, 2024))

For many years, the rates have been at the historical lowest levels where main refinancing
rate was set at 0% in 2019, which means that the monetary policy encouraged economic
growth and expansion through low cost of borrowing. Nevertheless, confronted with
inflationary influences, the ECB increased the rates up to 2.5% by the end of 2022 and
then 4.5% in 2023. These rises are signs of a shift to a more stringent monetary policy
approach attempting to control inflation by increasing the cost of borrowing, hence
slowing down the pace of economic activity.

For a CALWENO, planning to enter the market in Germany during this period, the low
interest rates in the first years would have been great as they would affect the cost of
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capital for growth and operations. However, the following rates would force the business
to adjust its financial approach, which implies that the company should rethink and

redesign its investment plans and operational costs in the means of higher financing costs.

Exchange Rates

Euro (EUR) to Czech crown (CZK) exchange rate from May 11, 2020 to March 11,
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Graph 10: Exchange Rate of Germany against USD 2018-2023, (Source: Statista, 2024)

The EUR/CZK exchange rate data, covering May 19, 2020, to March 19, 2024, has an
about average of 25.02, with a standard deviation of 0.98 just showing some fluctuations.
The periodical extreme was seen as the price rose to 27.46 and went down to 23.19.
Besides these years, the exchange rate fall is 2.26, which implies a stronger Czech

crown or a weakening euro during these times.

If the EUR/CZK exchange rate forms the trend of going down then the Czech store's
process of moving to Germany implies the situation that while importing items to
Germany becomes less expensive because the stronger Czech crown, but the CZK will
end up translating into less value if sales are made in Germany. For the store, products
priced in euros may become more expensive for Germans because the real value of the

euro diminishes.
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Social Factors

The social factors focus on analysing the societal environment that the company wishes
to operate in. It crucial to understand the demographics of the country as well as the
consumer behaviour during online shopping. These information will be harvested and
used during the expansion planning process for understanding the preferencesand needs
of Germans and designing the whole customer journey process to exactly to these needs
and preferences.

Let’s focus on these two social aspects:

e Demographics: the population of Germany and age distribution,
e Consumer behavior of German customers: overview of German online
consumers, demographics & geographics of respondents, shopping patterns &

preferences, decision-making factors, and expectations.

The population of Germany can be seen below in the figure, starting from year 1990 till
2023 (projected).

Development of population numbers in Germany from
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Graph 11: The population of Germany 1990-2023, (Source: own interpretation of Statista, 2023)

The graph shows that the population was almost 80 million in 1990, it seemed to be a
general increase until it reached around 82.5 million in the beginning of the 2000s, leading

57



to the decline and it was at just over 80 million around 2010 at its lowest point. Finally,
this drop was followed by a sharp increase in number of people to the point where it was
bigger than before and exceeded the population count from the early to mid-2020s (more
than 83 million followed by 2020). The latest data is about 83.24 million people residing
and thriving in this country. This updating trend may be due to one of various factors, for
example immigration, changes of birth rates or changes of death rates. However,
statistics state that birth rate has been dropping in Germany since 1970s and in contrast
the life expectancy has been steadily increasing since 1960s. The growing trend
overall suggests a growing consumer base and market potential for foreign

companies and investments.

The age distribution among German citizens is depicted in the graphical representation
below, showcasing ten different age categories. This data is up to the date of December
31, 2022.
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Graph 12: The age distribution among population in Germany for 2022, (Source: own interpretation of
Statista, 2022)

The figure clearly indicates that most of the German population if between the ages of

40-59 as well as 65+, which represents a more mature market with demands for
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products or services tailored to older adults. This could mean a potential market among

hobbyists, gardeners, as well as professionals using wide ranges of tool equipment.
The consumer behaviour

Based on the general outline we previously covered, a questionnaire which was
specifically created for this research, was integrated into the online survey on platform
Survio and the feedback from German respondents was used for the analysis (42
respondents considered the answers which were used for the analysis to be relevant).
The next portions will unravel the results defining the pattern of consumer behavior
and brand perception of the company’s current brand elements (which will be used
in the Brand Equity Model further into the thesis) to better understand which aspects need
to be altered before entering the German market. To strengthen the analysis, partial data
will be presented from Statista, pulling in a few things from the real German ecommerce

annual report and therefore proving a broader picture of the digital market.
Let’s have a look at this data:

e Overview of German online consumers

e Demographics & geographics of respondents
e Shopping patterns & preferences

e Decision-making factors

e Expectations

Starting with simple data to provide an overview of an average German consumer let’s
have a look at the number of all of them from 2018-2023, with projected growth till
2027.
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Number of ecommerce usersin Germany 2018-2027
(in millions)
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Graph 13:Online Retail Users in Germany 2018-2027, (Source. own interpretation of Statista 2023)

Germany is considered a country with significantly high internet penetration,
approximately 93% of its population dated back to 2022. Seeing that around 80.2% of
the population is an active part of the ecommerce sector indicates the noteworthy
potential for online retail growth and the willingness of the German market to engage
with digital shopping platforms.

Demographics of the respondents’ results state that majority of them is aged 25-34 with
about 35.7% of respondents, second comes age group 18-24 with 16.7%, third 35-44
with 14.3%, fourth 45-54 with 11.9%, sixth 55-64 with 9.5%, seventh under 18 with

7.1% and last and final one 65+ age group with remaining 4,8% (See appendix 4).

The occupation of respondents can be summarized by the word cloud chart below. The
darker and larger the word the higher frequency of that response. We can assert that
occupations such as student, doctor, teacher, nurse, construction manager and retired
people are in the higher tire.
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university Student student
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Image 5: The occupation of questionnaire respondents via word cloud chart, (Source. own creation, 2024)

The geographics of the respondents was researched region wise. The most respondents
answered they live in Berlin, second and third most frequent result was Saxony and

Bremen regions (See appendix 5).

Following with understanding of shopping patterns and preferences of Germans in
the ecommerce environment includes: the frequency of shopping, preferred payment
and delivery methods and preference regarding the level of locality of the brand. This
will help the company understand its future potential customer and adjust their online
store according to their needs and preferences, therefore securing their trust and loyalty.
Starting with another graph below displaying the frequency of online purchases made

by German consumers in 2023.
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Frequnecy of online purchases by internet users in
Germany in 2023
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Graph 14: Frequency of Online Shopping in Germany 2023, (Source: own interpretation of Statista
2023)

A large group, 39.7%, bought items at least a few times a year, reflecting a keen interest
in shopping online. About 15.5% of them go online shopping monthly and 23.7%
make it several times a month. But there is also a slimmer faction of 4.9% that shops
online on a weekly basis or more which stands for an extremely active group of
consumers. Whereas 12% of internet users never tend to shop online, itisan additional

evidence of diverse online purchasing habits prevalent among Germans.

The preference regarding methods of payment is among the most important aspects
when considering cross-border expansion of a company. To appeal as locally as possible,
a company has to offer the most comfortable shopping experience to its customers, as
the slightest suspicion could end the customer’s shopping session before purchasing
the product. The customer needs to feel familiar with shopping tools, such as payment
methods and delivery means. In the chart below, are to be seen the most popular payment

methods voted for by the questionnaire respondent.
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Prefference of payment methods of German
online shoppers (in %)
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Graph 15: Payment Preferences by German Consumers, (Source: own creation, 2024)

These results indicate two major and most preferred means of payment to be Credit/Debit
cards and PayPal. Therefore, CALWENO will need to provide the proper payment
gateways for online credit/debit payments, as they differ among countries, depending on
popularity as well as provide PayPal payment option, which is less popular in Czech

Republic.
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As for the preferred delivery methods the results can be seen in the chart below.

Preferred delivery companies by German online
customers (in %)

= Deutsche Post DHL
= DPD
= UPS 50.70%

GLS

21.90%

Graph 16: Preferred Delivery Methods by German Customers, (Source: own creation, 2024)

The winner of this pole in the questionnaire is the Deutsche Post DHL group taking over
half of the chart, indicating strong market presence and trust in this carrier. This data

is monumental for any online business, when considering logistic partnerships.

Last preference that was asked the respondents was related to the level of locality of the
online store. Following graph depicts the preferences.
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Preference of local vs international brands by
German online customers (in %)

= No preference
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Graph 17: Local vs International Brands Preference by German Customers, (Source: own creation,
2024)

The chart highlights a remarkable openness of the German online consumers both to the
local as well as the international brands with a slightly greater sympathy toward the
local ones. The Czech company should emphasize its European identity and go in a
German direction in terms of consumer values if they want to take a bite out of this
market, which would also necessitate strong localization of marketing, website,
language, customer support as well as any trade laws, terms, and conditions of a
business and other.

Continuing with the decision-making factors, the respondents were asked to rank
specific aspects of product offering in order of importance to them. Out of four
characteristics of product offering, the product quality ranked the highest, followed by
the variety of products, exclusivity of products and finally, after-sales support and
warranty for purchased products (See appendix 6).

Another important decision-making factor is the sources of information that help the
potential customer decide during his customer journey process. In the radar chart below

results can be seen.
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Sources of information supporting decision making
process for German online customers (in %)

Other
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) 29.60% Product descriptions on
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13%

20% 17.40%
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Expert reviews Social media

20%
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Graph 18: Most Used Sources for Decision Making Process of German Customers, (Source: own
creation, 2024)

User reviews and ratings, expert reviews, and product descriptions on the website of a
store are believed to be the most influential factors. Advice from friends and family, and
also social media play a role, however they appear not to be as prioritized above other
sources. For an online store from Czechia, the measures for achieving positive and strong
reviews are developing detailed product descriptions and utilizing expert opinions that

would influence potential customers in the German market.

An additional factor influencing the decision-making process of a customer is nowadays
undoubtedly the social media presence of a company. As famous businessmen Bill
Gates said in the mid-1990s, “If your business is not on the internet, then your business
will be out of business.” Therefore, understanding how much social media is intertwined
with the decision-making process of a potential customer will indicate how much effort

should be put in social media presence of the company, therefore raising the necessity
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of local German marketing content. In the upcoming chart respondents answered whether

they get influenced by social media.

Social media influence on decision-making for
German online consumers (in %)

Does not influence their pruchasing decisions 19%

38.10%

Somewhat influenced by social media

Social Media Influence

Significantly influenced by social media 42.90%

0.0% 10.0% 20.0% 30.0% 40.0% 50.0%

Percentage of Respondent

Graph 19: Social Media Influence on German Consumers, (Source: own creation, 2024)

German e-consumers are hugely influenced by social media when it comes to their
purchasing decisions with a survey showing that 42.9% of them are greatly affected
while 38.1% are somehow influenced even though 19% remain indifferent to social media
in terms of shaping their purchasing decisions which represents both the success and

limitations of social media.

The last factor that was examined in connection with the decision-making process was
the cultural and seasonal factor. About 45,2% of respondents stated that cultural
events and different seasons somewhat affect their purchases, 33,3% is greatly
influenced by specific events/seasons which increase their online shopping (such as
Black Friday, Christmas season, specific seasons such as gardening season etc.) and

21,4% is not influenced at all (See appendix 7).
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Next part of the questionnaire was to understand the expectations of the consumers when
it comes to foreign online stores entering the German market. Let’s have a look at the
results in the bar chart below.

Expecations for online stores of German consumers (in
%)

Products suited to German tastes/preferences 9.50%

Localized marketing 17.50%

Competitive pricing 19%

Website in German language 26.30%

Expectations of German consumers

Customer service in German language 27.70%

0.00% 5.00% 10.00% 15.00% 20.00% 25.00% 30.00%

Precentage of Respondents

Graph 20:0nline Store Expectations of German Consumers, (Source: own creation, 2024)

The top expectations are customer service in the German language and website in
German language, which just show how language localization is important.
Competitive pricing is also considerable while localized marketing is close, and only a
few expect German-oriented products. This implies that to penetrate the German market,
internet retailersshould focus on language and cultural adaptation besides competitive
pricing.

Technological Factors

Operating in the ecommerce sector of the retail industry, its necessary to understand the
ecommerce infrastructure and usage among the German citizens to determine whether the
German technology sector is well established, understands its growth and is attractive to

foreign investments.



The following technological factors will be evaluated:

e Ecommerce infrastructure: internet speed and accessibility,
e Mobile commerce growth: smartphone penetration and usage for online
shopping,

e Digital payment systems: popularity of online payments.

The speed of the internet is a highly relevant factor to the ecommerce industry of any
country. The internet speed in Germany can be seen in the figure below, comparing the
speed of uploading and downloading in connection speed in Mbit per second, for the
period from October 2020 till February 2023.

Internet speed in Germany 2020-2023
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Graph 21: Internet speed in Germany 2020-2023, (Source: own interpretation of Statista, 2023)
The graph shows an absolute increase in download speeds which in comparison with the
upload speeds are quite high as well. The positive progression of internet speeds is
beneficial for any company having an online presence, whether local or foreign, itimplies

that the digital infrastructure is viable for online commerce.

The access to the internet to German households is a major technological factor
influencing the coverage of the internet as well as the activity on it. The attached graph is

reflecting the number of internet connections in German households from 2009 to 2022.
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Internetaccessin Germany 2009-2022
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Graph 22: Internet access in Germany 2009-2022, (Source: own interpretation of Statista, 2022)

This number started from about 79% and gradually increased to more than 91% by the
end of the time interval. This constant growth portrays a population with stable online
connections, which is a promising basis for any ecommerce company operating in such

a market.
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The usage of smartphones

Smartphone usage in Germany 2009-2021
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Graph 23: Smartphone usage in Germany 2009-2021, (Source: own interpretation of Statista, 2022)

The chart above illustrates the sizable rocket growth of the smartphone usage in Germany
in Germany, which grew from about 6 million smartphone users to 60 million within only
12 years. This tendency pinpoints the significance of the ecommerce optimization for
mobile devices, meaning that a company looking upon the foreign market in Germany
should develop a mobile-friendly shopping platform to comfort the majority audience

who use smartphones in the first place.

As a follow-up figure is the percentage of device usage for online shopping, which will
provide with valuable information for online store optimization according to device type.
The graph below shows the development of usage of four different devices for online

shopping from year 2016 till 2022 in Germany.
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Device usage for online shopping in Germany 2016-2022

200% 64% 62% 62% 579% 57% 54%
N 0
£ 180% c > —— —o— —
c
= 160%
@ 34%
§ 140% 0% 46% 45% 1% 38% °
£ 120% - o e —.— °
D 100% 57% o0%
= ° 16% 50% 52% °
T 80% 39% 0
O
S 60%
% 40% 27% 26% 29% 26% 27% 28%
B 20% = — — — — -
0%
2016 2017 2018 2019 2021 2022
Year
=8 Tablet Smartphone  ==@==Desktop PC  ==@== | aptop

Graph 24: Device usage for online shopping in Germany 2016-2022, (Source: own interpretation of
Statista, 2022)

The chart highlights the considerable growth of shopping through smartphones
overtaking laptops, which also registered an increase. Usage of desktop PC has decreased,
while the use of tablet has reduced but still occurs but less frequently. This tendency
leaves the businesses with the need to focus on the mobile and laptop optimization of

their online stores to match the shopping habits of the customers.

Popularity of online payments in Germany is yet another significant technological
factor influencing the comfort of consumers shopping experience. Security during
payments should be always a number one priority, therefore the following figure depicts
the most popular payment methods when considering online shopping. The figure
considers the overall market share of these payments in Germany from the year 2016
to 2023 (with data for 2018 missing) with forecasts for 2027.

72



Table 7: Market share of payment methods used during online shopping in Germany 2016 -2027,
(Source: own interpretation of Statista, 2024)

Characteristic | 2016 | 2017 | 2019 | 2020 | 2021 | 2022 | 2023 | 2027*
E-wallet,
Digital/mobile 25% | 20% | 25% | 26% | 29% | 29% | 32% 45%

wallet

Account-to-
account (A2A)

- - - - - 271% | 24% | 19%

Buy now, pay

- - 18% | 19% | 20% | 23% | 21% | 19%
later (BNPL)
Credit card 14% | 18% | 10% | 10% | 13% | 12% | 11% 8%
Debit card 4% 2% 2% 2% 2% 3% 5% 5%
Cash on

delivery (COD) 9% 9% 4% 4% 5% 4% 4% 2%

Prepaid card 2% 1% 1% 1% 1% 1% 1% 1%
PrePay 4% - 1% 1% 1% 1% - -
Direct debit 1% - - 18% | 16% - - -
Bank transfer | 29% | 27% | 28% | 13% | 13% - - -
Charge cards 7% | 11% | 9% 4% - - - -

E-invoices 3% 8% - - - - - -
PostPay 1% 1% - - - - - -
Others —

cryptocurrency | 1% 2% 2% 2% 1% 0% 1% 1%
since 2022

Digital/mobile wallets have become popular and is foreseen to close 45% by 2027.
Instant account to account (A2A) options, which appear in 2022, are gaining traction with
consumers and. *'Buy now, pay later'" options rise too. With the advent of credit cards,
starting to slowly wind down in favor of debit cards, which on the other hand, are
experiencing a slight growth. This has seen a significant drop in bank transfers and the
preference of cash on delivery (COD) which is constantly dipping, perhaps signals
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towards the shift of digital payment solutions. This fact is important for the ecommerce
company to make sure the payment options which are the most popular among
customers are offered, to meet the expectations, the German market develops.

Legal Factors

The Regulatory Quality Index is a political indicator helping with measuring the ability
of the government to formulate and implement the regulations and policies that promote
and authorize the development of private sector. The scale dictates: -2.5weak; 2.5 strong

index. Below can be seen the trend for Germany for years 2015-2022.

The Rule of Law Index of Germany 2015-2022
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Graph 25: The Rule of Law Index of Germany 2015-2022, (Source: own interpretation of The Global
Economy, 2023)

Germany's score on the Rule of Law Index in the year 2022 was 1.53, which is much
higher than the -0.04 for the 193 nation's worldwide average. This demonstrates that
the country follows the requirements of the rule of law to a high degree. This high
score proves that Germany has a good legal framework and a professional team which
ensures the objective application of legal instruments, consequently creating investing

conditions of a certain safety.

The German Federal Government as any other government has the responsibility to create

and maintain safe business but also purchasing environment. Some of the major
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regulations, which should not be overlook include data protection, environment

protection and more. Let’s have a look at the major ones:

The GDPR (General Data Protection Regulation) and the BDSG-new
(Bundesdatenschutzgesetz), which dictates how to handle data with the required
stringency. Compliance is intrinsically linked to improved knowledge of data
function and may necessitate some changes that can be time-consuming and
costly. Therefore, complying with GDPR introduction may imply a substantial
entry barrier. The sanctions for non-compliance differ depending on the size of
the store and the seriousness of the breach, however the fines can grow to 20
million EUR, or 4% of global revenue. The BDSG-new is the state legislation
of the GDPR in Germany and delivers the country-specific national data
protection requirements and duties, for example, the stricter data protection
officer appointment provisions and detailed regulations on employee data
processing. The fines breach only the BDSG are fined up to 50 000 EUR.
However, the GDPR is considered a superior rule (Pandectes, 2022).

The EU WEEE Directive and ElektroG rules lay down the collection and
disposal requirements for hazardous electricity-powered tools or appliances and
hence relevant as some of the products of CALWENO COMPANY are electrical.
The fines for non-compliance can shoot up to 100 000 EUR, emphasizing the
importance of environmental protection (Stiftung-ear, 2024).

The German Telemedia Act (TMG) requires a lot of information that is relevant
to transparency and contact details to be present online. The fines can vary
depending on the severity of breaches (Secure Privacy, 2022).

The Directive on Consumers’ Rights and Fernabsatzgesetz guarantees the
protection of consumer rights in ecommerce that stipulates the clear imposition
return policies and rights of consumers. As well as the other regulations, not
complying with this protection results in a fine, underlining the importance and

understanding of business regulations in Germany (Europa, 2024).
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Environmental Factors

Germany is known to take the environmental protection measures very seriously due to
its pressures resulting from high population density of the country, industrialization as
well as dependence on fossil fuels. Germany has been promoting renewable energy since

1990s, and climate protection is a top priority for Germany and its citizens.

In the figure below can be seen how interested the German citizens are in nature and

environmental protection from 2019 to 2023.

Level of interest in environmental protection of German
citizens 2019-2023
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Graph 26: Level of interest in environmental protection of German citizens 2019-2023, (Source: own
interpretation of Statista, 2024)

There is a stable part of the population that is more interested in minor changes over
time. In contrast, people with a moderate or little/no interest also display slight changes.
The interest peak of that year was specifically observed in 2022, an indicator of an
increased awareness or response to a particular event or campaign. Although by 2023,
some decrease is observed on all levels of interest.

The German Packaging Act (VerpackG) is an environmental protection act that is set
to raise recycling rates of product packaging. It is the implementation of the European
Packaging Directive 94/62/EC into national law. This act has been active since 2019.

76



Who does this act affect?

e Commercially active producers, importers (to Germany), and (ecommerce)

retailers.

This act requires the manufacturers, importers, and ecommerce retailers to register their
packaging into the LUCID packaging register of the Central Agency Packaging Register
(ZSVR, Zentrale Stelle Verpackungsregister) in Germany (Shiphub.co, 2022).

What are the consequences of not registering?

In the event of unregistered manufacturing at the central office, the manufacturers would
have a prohibition on the selling of their products in Germany and online ecommerce
platforms. Fees of up to 200 000 EUR can be levied based on the seriousness of the
offense (Shiphub.co, 2022).

Table 8: PESTLE factors summary, (Source: own creation, 2024)

Negative Factors

Positive Factors

Neutral Factors

e Higher e Political stability of Germany e Environmental
inflation with improvement across all protections
rates major indexes. (VerpackG

e Exchange e Lower corruption index in the and LUCID
rates country favoring stronger health registrations).
fluctuations of the economy. — Company is

o Strict legal e Strong, healthy, and long-term already in
regulations growing economy. compliance
(GDPR, e Lower unemployment rates. with these.
) e High availability of internet and

internet coverage across
Germany.

o Well-established  ecommerce
infrastructure (High internet

access and high internet speed).
Mature and growing market.
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3.2.2. German Ecommerce Market Analysis

Ecommerce Market Size and Growth

Defining the market size for the specific product category of CALWENO will help with
understanding the potential of it, its opportunities as well as the German ecommerce
environment.

Beginning with the broadest data, the ecommerce sales globally make up about 19.5%
of the retail industry valuing at 29.7 trillion USD as of 2024, which isan increase from
the previous annum, when the statics were just around 18.9%o. This trend demonstrates
growth and puts the ecommerce industry in an appealing light with a strong presence,
which is here to stay and grow (Buck, Statista, eMarketer, 2024).

The visual below depicts the actual growth of ecommerce in years 2022-2023 and

projects the growth in upcoming years until 2026.
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Graph 27: Projected global ecommerce of retail share 2022-2026, (Source: own processing of Buck,
Statista, eMarketer, 2024)

It might also be beneficial to compare two plots, one that depicts the trend of the year
sales growth, and the other, the ecommerce sector growth, for a deeper understanding
of their mutual position towards each other over the period of 11 years, with years 2024-

2026 being the projection period.

78



Following the data, we narrow the focus down to the German ecommerce industry over
the past 6 years (2018-2023) also with forecasting for 2024 and 2032.

Germany ecommerce revenue 2018-2023 with
projection for 2024-2023 (in billion USD)
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Graph 28: German Ecommerce Revenue 2018-2023 & Projection for 2024-2032, (Source: own
processing of Statista, Spherical Insights 2023)

The graph highlights ecommerce revenue in Germany that has been derived from 2018
to 2023, however, the projection for 2024 and 2032 is still under discussion. Primarily a
pattern of revenue increase that has been obviously observed from 2018 has reached
115.67 billion USD in 2021. Nevertheless, it is worthy to mention about a market
reduction from 2022 to 89.59 billion USD in 2023, from which 90.08% came from goods
sold and rest from services. The projection for the future of ecommerce industry in
Germany predict that sales will reach about 319.6 billion USD by 2032. Such data
demonstrates that the growth curve of Germany's ecommerce sector is on the rise,
although there have been stalling pieces, and future projections are optimistic with
robust growth possible, which means a favourable position in the German markets for
ecommerce business (Statista, 2023).

Lastly, let’s have a look at the specific sectors and their popularity in the German
ecommerce industry. The data is updated as of December 2023.
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Most popular categories for online purchases in
Germany as of December 2023

Other mmmm 8%
Bags & luggage ms————— 13%
Stationery & hobby supplies ————— 13%
Toys & baby products —m—— 14%
DIY & garden products —mess——— 15%
Accessories m———— 5%
Sports & outdoor products m———— 16%
Furniture & household goods —m———— 16%
Household appliances m—— 17%
Foods & beverages (excl. restaurant delivery) m—————— 17%
Pet products m——— 20%
Consumer electronics (e.g., TV, smartphones...) H——————— 1%
Bags & accessories nEmEEES———————— 2%
Cosmetics & body care EEEE———————— 3%
Drugstore & helath products EEEEE—————————— )5%
Books, movies, music & games (excluding. . nEEEESS—— 7%
Shoes TS 38%
Clothing S 50%

Category

0% 10% 20% 30% 40% 50% 60%
Popularity in %

Graph 29: Popularity of Categories in German Ecommerce 2023, (Source: own processing of Statista,
2023)

The chart shows that the clothing category dominates the popularity among other sectors,
that is at the share of 50%. In successful footprints follow the television and health goods.
Notably, DI'Y and garden products are purchased online by 15% of the respondents.
Although in this category the professional tools are not listed, they nevertheless may be
a part of a DIY & garden tool category or could be related to household appliances
and consumer electronic products depending on their applied for aims. Clearly it
describes a strong possibility for such goods to be both mentioned online and sold in the
German eCommerce market, which demonstrates a potential opportunity to that end. This
suggests a significant online presence for these items, highlighting an opportunity within

the German ecommerce market for selling such products.

Besides popularity, its necessary to look at the revenue each category brought to the

German ecommerce in 2023.
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Product groups ranked by online retail revenue in
Germany 2023 (in billion EUR)

Other = 0.911
Office supplies === 0.913
Jewelry/ watches mmmm 1,145
Cars and motorbikes/ parts mwmsm 1,265
Medicine mmm 1,603
Home textiles mmmm 1611
Pet supplies mmmmm 1,780
Toys mmssssm 1.919
DIY/ flowers m—— 2.767
Audio and sound carrier/ video and music files ~m— 3,100
Drugstore products, cosmetics and perfume m—— 3 348
Hobby and leisure m— 3 471
Food/ delicacies/ wine ~msss—— 3 703
Books/ e-books mssmm—— 3232
Shoes s 3907
Furniture/ lamps/ interior decoration m—————— 5353
Computers/computer equipment/games/software*  m————————  6.114
Household goods and appliances m——————— 6,568
Electronics/ telecommunications ~m———— ]2 383
Clothing and appare| S ——————— 14,610

Product Category
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Rewvenue in Billion EUR

Graph 30: Revenue for product groups in German Ecommerce 2023, (Source: own processing Statista,
2023)

The 2023 graph for the online retail revenues Germany gives two highest sector in apparel
and electronics showing consumers thick investment in these sectors. However, DI'Y and
garden products, show respectable revenue of about 2.767 billion USD supporting,
and outlining the opportunity for CALWENO’s expansion plans. The data implies a
consumer tendency towards home enhancement, a promising sign for the store's

specialized product offer.

Brand Equity Model

Four steps of thismodel will help and determine the overall potential of CALWENO to
engage with German consumers, uncovering areas for improvement and opportunities
for building loyalty and establishing a competitive presence in the market, despite its
current lack of engagement. The results of this model are based on responses from

questionnaire, where 42 German respondents were surveyed.
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In the figure below the brand equity model pyramid scheme is depicted along with the

results of the analysis and key findings.

Czech Online Store
Selling Professional &
Hobby Tools ;

Keller's Brand
Equity Model

Resonance .

Resonance

Consumer trust building

* Setting communication

transparency
Community engagement
and advocacy

Feedback responsiveness
and interaction

Feelings

Brand perception mixed
Trust building
opportunities
Preference for detailed
product info
Responsiveness to
customer feedback

Imagery

Judgements  Feelings

Performance Imagery

Salience b

Figure 3: Application of Keller’s Brand Equity Model to CALWENO, (Source: own application of

Logo redesign
consideration

Name foreignness concern
Representation unclear
Necessity of modernity and
relevance

Necessity of cultural and
local resonance

Keller’s Brand Equity Model, 2024)

e Salience

Judgements
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Sustainability as a value-add

Salience

Unfamiliar brand

Lack of awareness

Market entry challenge
Recognition development
need

Initial consumer exposure

Through the conducted interview, we concluded that German people are still
unaware of CALWENO. 100% of respondents said they had not heard about
the brand before the survey so now the brand can conclude that it still has a low
awareness with this market, which was predictable as the company has not yet
penetrated the German market. Establishinga solid brand image that attracts the
German market is something that should be considered as being important (See
appendix 8).

Performance and Imagery

The survey participants point to a great preference towards the quality of
products, which explains 27.5% of all surveyed people. Following close
customer service excellence and competitiveness in terms of service quality attests

to the great significance operation plays for the brand (See appendix 15).
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Imagery gives brands symbols instead of what they do, which is represented by
the brand image. The survey shows that new design plays a significant role for
brand recognition to German consumers, and 31% of them state that the current
name of the company sounds foreign and does not well represent the objective of
the business as well as the logo of the company. This could facilitate the necessity
of modifications to match the audience’s expectations from the market in
Germany and their cultural context (See appendix 9 & 11).

Judgement and Feelings

Judgement: The brand (Czech) origin, otherwise, demanding attention from the
consumers show the signals that there is only 4.8% of the consumers perceive it
in a negative way because of their concerns to receive good services and support
(See appendix 13).

Feelings: The potential consumer may have certain emotions around the name and
logo. It is then clear that the name CALWENO fails to excite most of the
respondents (59.5%) with its not particularly obvious link to the brand, which in
turn, presents an opportunity for CALWENO to affect the respondents
emotionally through rebranding of these elements (See appendix 9 & 10 & 11 &
12 & 14).

Resonance

Resonance is this persisting bond the brand and its customers create over the long
run. The data shows that clear and detailed product information has a direct
correlation to a trust and a potential relationship establishment with a consumer,
the respondents be 30.6%. The answers point out the fact that in addition to
effective communication, and real storytelling which contain brand history and

values, consumer-brand relationships could be strengthened more (See appendix
16).

To summarize, CALWENO is not known in the German market hence the need for

brand awareness reconsideration/rebranding of certain aspects of the brand. The

company needs to stress product quality, market pricing, and customer service in

their communication to appeal to the preferences and needs of Germans. The imagery

should culturally reverberate, which in turn throws up a need for name and logo redesign

for better (re-) alignment with consumer expectations. Emotional connections are still
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poorly established allowing brand stories to gain trust and loyalty. In sum, the emphasis
is to be put on the clarity of communication, cultural fit — localization of the brand,

and customer relationships to create a solid footprint in Germany.

Porter’s 5 Forces

The industry that is analysed covers the domains of professional, hobby, and gardening
online tools sales in the geographical area of Germany. The product range includes goods
such as drillers, mowers, saws, paint applicators, hoses and so on which cut across
different categories of customers that include DIY enthusiasts, professional contractors,
and gardening businesses. Let’s have a look at the 5 main areas that influence the rivalry
among existing competitors. The scope of this industry has been presented in graph
number 29 and 30 on pages 80 and 81.

1) Threat of new entrants

Evaluating the existing barrier to entry to the German ecommerce playground should help
the company with understanding and planning on how to overcome them, as well as

finding a way to increase them for the future market entrants.

Regulations regarding businesses and ecommerce in Germany: regulations may differ
among countries even in the European Union; however, these are important protections
towards the environment, consumers, labour workers, safe business practices and more.
These regulations could pose huge barriers for new entrants. The most important

ecommerce regulations will be discussed further into this thesis.

High competition: being able to navigate such a competitive environment of well-
established players can be a tough nut to crack, however being able to analyse the
competition and plan on how to differentiate and offer unique experience for customers

IS a necessary but a tough barrier to breach.

Customer trust: Germans are well known for their high expectations in terms of quality
of products, delivery options and times, payment options, customer service excellence
and more. Being able to meet their expectations is not success, but rather a bare minimum.

To really shine as an online store insuch a high-standard environment is to be innovative,
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creative, and highly competitive. This could serve as a barrier for new entrants as the pace

of the expectations is already in a spinning wheel.

Payment and delivery preferences: as already mentioned above and throughout this
thesis, payment and delivery companies and means differ in different countries.
Customers in Czechia are used to delivery companies such as Zasilkovna, Alzabox or
Balikovna, which have gained popularity in the past 5 years. However, the German
customer is used to a different delivery options as well as payment ways. It is crucial for
a new entrants to establish a partnership with the leading companies in these sectors,
establish a local bank business account, which is timely and not so easy process for

foreigners.

Language & localization: relevant to this thesis and the company expanding,
considering its nationality, language and localization will be a huge entry barrier for the
company. Not only the whole website, product description and marketing must be
translated, but also localized. This process is again very timely and costly, even though
machine translation technology has found its way to translation business, the
technology cannot detect any cultural nuances, cultural slang that is often used more
than the correct grammar. This is extremely important as the German-born speaker can
detect that a certain text is not natural to his spoken language. The localization and
translations also go further into to SEO localization, optimization to the German
domain, keyword research for German language, customer service in German

language, which is highly preferred to be native speaking expert and more.

Overall, the threat of new entrants can be medium, as there are many barriers, probably
even more that were discussed above (considered as the most relevant to the company in
objective), meaning that they could discourage new companies from penetrating the
market due to labour, financial or time-related costs. On the other hand, these barriers can
be breached with proper planning of time, labour, finances, and proper research. Germany
is one of the countries with highest standards regarding business environment, making
some of these barriers understandable but also necessary to protect and create safe space

for entrepreneurs and business owners, for the better of a thriving economy.
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2) Bargaining power of suppliers

Product suppliers: looking into the power of suppliers, the German tool and garden
industry hold countless number of suppliers. From famous brands such as BOSCH,
DeWALT, Stihl, Makita, Gardena, Fischer, and hundreds of other companies
manufacturing these products. As there are so many suppliers’ product-wise, the supplier
power isweaker as the buyers have more alternatives to source their products. This could

encourage competitive pricing.

Ecommerce solutions: when it comes to suppliers of the ecommerce solutions, some of
the biggest players are marketplaces such as Amazon, eBay, Otto that offer relevant
product range and ecommerce platform providers such as Shopify, Wix, Squarespace
and more. There are little over 20 ecommerce platform providers including the
mentioned ones, meaning that ecommerce businesses have a variety to choose from
(Edwards, 2023).

Payment and delivery suppliers:

To summarize, as there are many suppliers both in product and ecommerce wise, the

bargaining power of suppliers can be considered lower.
3) Bargaining power of buyers

Key group of buyers: the online store offers their products to both B2B and B2C
consumers, them being DIY enthusiasts, hobby builders, professional builders, gardeners,
landscapers, home renovators, homeowners, rental businesses, construction or real estate
companies, maintenance departments, gardening businesses, educational institutions,

government, public service departments, workshops and similar.

Buyer concentration: from the point above it is obvious that the group of buyers is
highly diverse spanning from individuals, businesses to government. Therefore, the
concentration could be interpreted as low to medium as none of these groups dominate
the market, meaning that the power of buyers is distributed across segments. This
diversity may reduce the influence of a single buyer or group of buyers on prices and
conditions.
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Impact of buyer information and switching costs: thanks to the internet, most buyers
are well informed about prices, product ranges, marketing campaigns, reviews and more,
which gives them the opportunity to compare many different online stores. This increases
their bargaining power as they can make well-informed decisions. The switching costs
for individuals and businesses are different, as an individual can find better offers
elsewhere and by couple of clicks on the website, change their supplier. In contrary, the
businesses might face higher switching costs, due to factors such as long-term

partnerships, bulk purchasing, logistics and similar.

The force of buyers in the market for this industry in relation to the store is medium, as
information is readily and easily available, the switching cost is low to high depending
on the group of customers, and the type of customers is highly diverse, precluding

anybody to control the purchases.
4) Threat of substitute products or services
Potential substitutes: rental services, multipurpose tools, DI'Y/handmade alternatives.

Performance and costs of substitutes: rental services can be cost-effective in terms of
the short-term need of a tool but may not offer much of a value to frequent tool users.
Multipurpose tools can increase convenience of not needing to buy multiple tools
separately, they can save costs, space, but on the other hand might not match the quality
or performance of specialized tools and could be harder to repair when faulty. DIY and
handmade alternatives are great for saving costs, though their durability, efficiency,

performance, and safety might be concerning.

Customer loyalty: customers' loyalty can be affected by the product's branding, quality,
and uniqueness as well as the top-notch service which the company guarantees them. One
of the most powerful tools that strengthen customer loyalty to a brand are reward
offerings, personalized services, and interesting community initiatives. Customers might
feel the need to switch to substitutes due to cost savings, convenience, or if the substitute

offers a significant improvement in performance.

The threat of substitutes could be summarized as low, as technically there are fair

alternatives accessible, the situation where clients are loyal, the product quality and
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performance, and specific needs for some tools will help save the business from the

competition challenge.

5) Rivalry among existing competitors

Current competitors: the German ecommerce market is known to be the desired
destinations of many businesses. Therefore, it is no surprise there are many businesses
competing for customers, their loyalty and attention. In the table below, direct, and

indirect competitors can be seen.

Criteria for the competition is defined as a direct competitors, which are similar sized
online stores considering number of products and categories. And indirect
competitors which are the giants on the market taking up a significantamount of market
share that offer similar or same products but are a huge online and physical stores with
long history.

Table 9: Direct and Indirect Competitors in German Ecommerce Tools and Garden Sectors, (Source:
own creation, 2024)

Direct Competitors Indirect Competitors
(Same-grade players) (Biggest Players)
SMDV.de OBl.de
Tooler.de Bauhaus.de
Meinhausshop.de Hornbach.de
Toolineo.de Casando.de
Grizzlytools.shop
Dictum.de
Luxtools.de Globusbaumarket.de
Einhell.de
ECDGermany.de

There are 9 closest competitors to CALWENO, although some of them do not sell on
their own online stores but rather on marketplaces such as Amazon, MALL, eBay, and
others. The indirect competition is still a competition as they are the major key online
stores with highest net sales in Germany. (See appendix 17). However, their product range
is much more diverse, often offering complex furnishing sets, home appliances, flooring,
roofing and similar, and their focus on professional, hobby and gardening tools is only
additional and not primary.
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Competitive strategies: when considering pricing strategies, the direct competition stays
in the approximate range of price offers, understandably to compete for customers, while
still holding reasonable profit margins. Product promotions strategies were detected as
well as seasonal patterns through their marketing. Surprisingly, only three of the direct
competitors offer free delivery above certain amount of order value, which could be
factor that the Czech store could utilize. Another major factor noticed were delivery
times which averaged around 3-4 business days, which could be considered standard in
Czechia, however generally speaking, German consumers are nowadays more adapting
to next day delivery practices, which could be another competitive advantage utilized by
CALWENO. Another major factor is social media, which resonates with all the
competition, however none of the direct competition is present on a key platform,
Pinterest and that is the major difference, as all the big competitors have huge following
and monthly traffic thanks to this creative and DIY driven platform. The last major
characteristic to be pointed out is the product offering. Many of the direct competitors
all offer the same range of brands, however CALWENO would be bringing new high-

quality brands to the market that could attract the attention of customers.

Rate of industry growth: it is forecasted that in the gardening market will reach a
revenue of 13.60 billion USD in 2024, and the CAGR from 2024 to 2028 will be 1.67%.
At the same time tools & machines segment is projected to generate 3.80 billion USD in
2024, the projections say that the upward trend is face-lifted to have a CAGR of 2.90%
through this period as well. However, the considered is also the retail scale of the industry,
not only ecommerce. It should be noted that while this segment is predicted to grow,
the competitive thrust in it may increase as the market also becomes more attractive

because of such growth predictions (Statista, 2023).

The rivalry among competition could be interpreted as high, considering the diversity

of competition, predicted growth of the market and their competitive strategies.

To summarize the applied Porter’s model, the situation of the competition is present in
the objective industry. The threshold for new companies to enter the market is rather
medium, however the competition with well-known brands and being able to spend high

costs on advertising to get noticed is major. Suppliers don’t hold as much power, meaning,
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companies have the power to negotiate good deals with them. Nevertheless, customers
have a little range of alternatives, however they do not pose a high threat to businesses.
Finally, the German ecommerce tools and garden industry can be considered as highly
competitive, demanding innovation and customer focus for a new company to succeed.

However, industry offers vast opportunities.

Table 10: Market analysis summary factors, (Source: own creation, 2024)

Negative Factors Positive Factors Neutral Factors

e Too-high e Lower power of e Medium power of
competition suppliers buyers

e Brand of the e Low threat of e Medium threat of
company does not substitutes new entrants
resonate with e Growth of German
German consumers ecommerce
— necessity for revenue over the
expansion re-brand past years +

e Present threat of projected growth
new entrants till 2032

e Differences in e Steady growth of
customer behavior global ecommerce
and expectations. share

3.3. Internal Environment

Analysing the internal environment of a company is as important as doing an external
research. It will provide insights regarding the company’s balance withing its
organization as well as overview of its capacities and overall readiness for the

international expansion.

3.3.1. McKinsey 7S Analysis

McKinsey’s 7S model is widely known and used framework to help understand whether
a company is set up in a way that allow it to reach its primary objectives. The objective
of the company in question is to expand its ecommerce presence to Germany and with
application of this model, it should be clear whether the company is ready and able to

achieve such a goal. Each component of the framework will be then ranked on a scale of
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1-10 (1-lowest rating, 10 — highest rating) to better visualize the balance and relationships

between them.

Strategy

The sole strategy of the company in the Czech market envisions the company's leading
position in the online retail of professional, hobby and gardening tools leaving the
widest range of products originating from numerous high-quality brands. Such an
approach covers the customer base with a wide variety of needs and expectations,
ensuring fast service and enabled customer support. At the same time, the company is
planning to expand into the German market, based on its experience in the Czech
Republic and its ability to adjust its offerings and marketing strategies to drive German
consumers' interest and growth along with gaining the appropriate competitive position
on the new market segment. This company seeks international diversification through
both a concentrated effort on new markets and growth of the existing ones if there is a
projection for ensured growth of the sector. Given that the company has expanded into
Slovakia and the company has some experience with expansion, there is an advantage in
knowing and understanding the process of it. However, expansion into the Slovak market
is informally considered as “non-international” in the Czech ecommerce community,
majorly thank to the similarities of these two nations culturally and language wise.
Expansion into Germany is another level of unfamiliarity and necessitates the need of
proper research, planning and monitoring. Overall, the strategy is 8/10, as the company
is widely successful in its home country and has experience with strategic expansion,

however its knowledge of German market is limited.

Structure

The company’s structure is organized hierarchically, where different departments based
on their responsibilities and roles were appointed. This includes the sales department,
customer support department, warehouse department and supply chain of the
organization. The CEOQ is responsible for directly overlooking these departments are they
are responsible for reporting back to him. As this is a small company with 15 internal
employees, other key departments are as of now being outsourced, them being the

accounting of the company’s finances, the marketing specialist creating campaigns and
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marketing content and lawyer, outlooking any legalities. The figure below represents the

current typical hierarchical structure of the company with all levels of it.

CEO

Sales Customer Support
Representatives Team

c——1

Salesmen 2 | | Salesmen 1 CS Manager SCH Warehouse
Specialist Manager

— | | 1

wEE ]
-]

Image 6: Organizational structure of CALWENO, (Source: own creation, 2024)

Supply Chain Warehouse Team

The structure of the company is clear and of a typical hierarchical nature, The CEO is
responsible for strategic decisions, the company’s direction, and overall performance, as
well as survivability. The second level is dedicated to management teams managing sales,
customer support, supply chain and warehouse facility. The third level are employees
executing tasks delegated by their respective managers, that report to these managers.
Managers then report to the CEO. This structure appears to be harmonized and works

well within the company. Overall rating is 9/10.

Systems

To achieve smooth operations and alignment within the organization, the company uses
a collection of specialized systems to suit different functional requirements. These
systems are central to the daily operations of the business and its long-term goals; thus,
they represent the operational infrastructure of the organization. Following are the system

currently used within the company:

e Freelo for project management. This tool is a Czech application created for
businesses, individual and teams to better manage ongoing projects, store

information about them, interact with project stakeholders and overall make the
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process of managing a project easier, transparent, and highly efficient. This tool
offers various functionalities such as project creation, to-do lists, assignment od
tasks, tracking of tasks, importance of tasks, deadline reminders, overview of all
team members so that the master account (CEO account) can overview what
projects are currently ongoing, communication via comment sections,
photo/video/voiceover options and more. The customer care of Freelo is highly
attentive and helpful, always open to any improvements and changes. This app
helped and created an online environment for the company with an organized
approach to all projects and ongoing activities. This app will be highly
advantageous during expansions projects.

Shean for online store solution. While Shean is a great platform for online store
management, its functionalities might be limited when talking about foreign
expansion. They are very common among many different and popular ecommerce
solutions, however there is one leader in Czech ecommerce when it comes to the
highest efficiency during the creation, translation and localization process of an
online store, and that company is Upgates. This is due to their innovation of
allowing the online store managers to manage multiple web domains (online
stores) under one management system and not having to operate from many
different ones. This not only increases the effectiveness of the management but
also supports clarity and ongoing processes. Upgates is also known for being able
to export necessary text data much more easily from the existing online store for
translation and localization purposes, which saves time and costs for the company.
Shoptet is the most popular and used platform for such solutions, however they
only have been able to offer such comfortable solutions for the Czech, Slovak and
Hungarian ecommerce market, indicating that they might be going in direction of
their biggest competitor, Upgates.

Vario for ERP is an ERP software designed for SMEs that focuses on inventory
management, sales, and CRM. The modular design allows for scalability and
customization, while it can be integrated with the leading sales platforms for an
omnichannel distribution. As software that is notable for its flexibility and user-

friendliness, VARIO streamlines operations and fosters strong customer
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relationships, thus, being an important tool for companies that want to take their
operational processes to the next level.

e Support Box for customer support is a specialized platform that the company
uses for managing customer support inquiries and issues. It allows the customer
service team to track, answer and resolve customer inquiries in an efficient
manner, which guarantees a good level of service. The company can enjoy
stronger customer relationships, improved response times and overall satisfaction
by centralizing customer support activities in the Support Box. This exclusive
attention to customer support is quite a good supplement of more wide business
management tools and therefore, is a big part of the company’s strategy of
providing the best service.

¢ Gmail business account for email and cloud environment. The organization
employs a Gmail business account for the purposes of streamlined email
correspondence and online operations as well. Such online tools enhance
cooperation and data storage at different levels of the organizational structure.

This way is more effective and secure data sharing is ensured in an easy way.

The overall system package that the company uses seem efficient and serves as fanatical
support for ongoing processes within the company. Better options for ecommerce
solutions would be suggested to better fit the company’s strategy and fulfill its objectives.
On the scale, the systems of this company are well integrated and useful, scoring 8/10, as

there is still a room for improvement and innovative changes.

Skills

The current employees have a wide range of skillset ranging from skills in sales,
communication, crisis management, organisation, supply chain, warehouse management,
business operations, technology, ERP systems, project management and much more. All
these skills are to be utilized during the expansion process of the company, however, there
will be a language gap in the future as the foreign markets necessitate customer support
on native languages, translations, localizations, content marketing and SEO, all in native
languages of targeted countries for market entry. On the scale skills of employees rank
7.5/10.
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Staff

The organizational chart in Image 5, depicts the hierarchy of the company as well as
presents specific position that the staff of the company is employed to execute. The top
of the chart details the CEO of the company, who directs the company’s strategy and
ensure integrationacross all teams. The CEO also takes care of any commercial aspects
as well as technical support. Sales representative’s team consists of two persons,
showing specialized sales roles. Each salesperson is focused on different geographical
areas of Czechia, efficiently dividing, and covering all the country. The customer support
team is organized in such way that there is a manager and three representatives of
customer service, taking care of customer communication, returns, complaints and
more. The supply chain specialist is responsible for demand planning, ordering of
inventory, and supplier communication. Finally, the warehouse team consists of a
manager and six stock management personnel, covering the storage, packaging, and

controlling the goods.

Considering expansion of the company internationally, it may be suggested that the staff
is good enough to handle couple of countries at the same time, however with the overall
goal of the company, which is to expand across Europe, hiring an expansion and project
manager would increase the team’s efficiency and ensure smooth and successful
expansion. This position is temporary, as when the expansion program is done and
enough processes are automated, necessity for such a position fades. On the scale, staff

of the company is rated 7.5/10.

Style

According to the interview with the salesman of the company, this organization adopts
transformational leadership, building a culture of innovation and reactivity. It promotes
effective communication, gives employees opportunities to act and emphasizes the
importance of teamwork. Leaders inspire through articulation of the vision that
corresponds to the organization’s aims and encourages a team to surpass the set targets
notwithstanding the fluctuation of market conditions. This leadership model has been the
primary elementin handling the complexity of the ecommerce market, ensuring growth,
and retaining the customers’ satisfaction tightly. This aspect of the seven other is highly
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balanced and well prepared for future of the company’s plans. On the scale, this aspect
ranks 10/10.

Shared Values

The firm's common values, as team-orientation, trust, transparency, innovation,
growth, honesty, and drive, determine the culture of the organization. These values are
derived from the team’s ongoing culture, they might not be obvious to all employees
so there is a need for improvement. Strengthening the organization and making the values
part of every level of operation is an absolute priority, therefore communication, training
and leaders reinforcement becomes the key to success. Thus, these values will be made
alive within the company to be a kind of reference point that guides how the company
makes decisions, acts, and relates to the surrounding environment outside. Finally, the
values are correctly applied in the environment, however more or so unconsciously.
Making these values obvious and communicating them to employees will boost the

company’s culture. The rating is 9/10.

The radar chart below puts the overall performance and balance of the company’s singular

areas into an overview.

McKinsey 7S of Calweno

Style
10

8

Structure 6 Staff

4

Strategy Skills

Systems Shared Values

Graph 31: McKinsey 7S of CALWENO, (Source: own creation and interpretation of McKinsey 7S
Model, 2024)
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The radar chart visualizes the harmony between every aspect of the McKinsey model,
showing a strong base for expansion plans of the organization’s presence to foreign
country. The company lacks mostly in skills and staff capacity, which is created due to
the language barriers and possible demand for specialized expert for expansion
management, that occur during the international expansion process. The company excels
in its culture environment with high-quality values and the style of leadership which is
transformational. Company’s Strategy, Systems and Structure are also a high-performing

sectors, that could use improvements and innovation.

Table 11: McKinsey 7S summary factors, (Source: own creation, 2024)

Neutral

Negative Factors Positive Factors Factors

e Well-balanced internal factors

e Strong base for expansion

e Well balanced work culture in the
company -

e Motivated staff

e Transformation leadership

e Experience with expansion

e Lack of certain
skills and staff
capacity

3.3.2. Financial Indicators Analysis

Before entering any foreign market, the financial health of the company is necessary to
assess. How the enterprise is performing in its domestic market will indicate whether the
company has the financial resources to fund the expansion processes, and important
financial indicators will summarize the company’s overall financial performance and its
health to sustain in the domestic market and possibly in foreign territories. Relevant
financial indicators will be calculated using the company’s public financial
documentation retrieved from the Public Collection of Documents Index.

Liquidity of the company

To assess the company’s liquidity, two necessary ratios are calculated using the

company’s data from balance sheet, the current and quick ratio.
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Current ratio

Table 12: Current Ratio of CALWENO 2021-2022, (Source: own interpretation using datafrom Public
Collection of Documents Index, 2022-2023)

Year 2021 2022
Current ratio 4.38 6.33

The current ratio of the company is above the industry standard range of 1-2, which
indicates that the company has more than sufficient short-term assets to meet the
short-term liabilities. This might be considered a plus for expansion as it indicates that
the business has enough money to cover the potential initial expenses without risking
its financial liquidity. On the other hand, this could also represent the fact that the
company is not efficiently using its current assets and is holding too much cash,
inventory, or any other current assets. These funds could be used to generate more

income via investment, in this case, relevantly into the expansion of the company.

Quick ratio

Table 13: Quick Ratio of CALWENO 2021-2022, (Source: own interpretation using data from Public
Collection of Documents Index, 2022-2023)

Year 2021 2022
Quick ratio 3.06 4.43

The quick ratio of the company is higher than the industry standard, however this
indicates good solvency, meaning that the company can meet its financial obligations.
Argumentatively, the business seems overly liquid and could again indicate inefficient

use of its money, which could be used in investment, expansion, development manner.

Solvency of the company

The solvency of an organization and the company's capacity to meet all obligations are
summarized by parameters of solvency which consist in the debt-to-equity ratio and quick

ratio.
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Debt to equity ratio

Table 14: Debt-To-Equity ratio of CALWENO 2021-2022, (Source: own interpretation using data from
Public Collection of Documents Index, 2022-2023)

Year 2021 2022
Debt to equity ratio 0.30 0.19

The company carriesa low debt to equity ratio, which lowered in the following year
significantly. The industry standard for investors is usually between 0.30-0.6, therefore
the results indicate to be favourable in 2021. With the decrease in the following year, the
debt-to-equity ratio of this company indicates that there could be a risk of carrying
too little debt. However, the results overall suggest that the company is more

creditworthy but could balance its riskiness.

Interest coverage ratio

Table 15: Interest coverage ratio of CALWENO 2021-2022, (Source: own interpretation using data from
Public Collection of Documents Index, 2022-2023)

Year 2021 2022

Interest coverage ratio 14.64 21.11

The company was capitalized to be able to cover its interest expenses, which had reduced
to the rate of 2021 inrelationto 2022. This significantly strong coverage ratio suggests
strong financial health and the company should be fine entering into an agreement with
more debt in the future to expand.

Profitability of the company
Profitability ratios help assess the competitive edge and the corporate health of the firm.

Net profit margin

Table 16: Netprofitmarginof CALWENO 2021-2022, (Source: own interpretationusingdatafrom Public
Collection of Documents Index, 2022-2023)

Year

2021

2022

Net profit margin

10.41%

11.54%
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The net profit margin has increased, which means that the company is becoming more
effective in the process of transforming the sales into profit. This is a favorable signal
for growth as it means that the company can possibly sustain, or even increase, its profit

levels as it grows.

Return on equity (ROE)

Table 17: ROE of CALWENO 2021-2022, (Source: own interpretation using data from Public Collection
of Documents Index, 2022-2023)

Year 2021 2022
ROE 16.36% 15.29%

There isadrop in the ROE indicating that the organization’s equity returns were not up
to the year before. This reduction is not severely significant; however, the company has
to make sure that there isn’t a trend that initiates a regular annual decrease and

could possibly hurt the company’s financial health in the long term.

Return on assets (ROA)

Table 18: ROA of CALWENO 2021-2022, (Source: own interpretation using data from Public Collection
of Documents Index, 2022-2023)

Year 2021 2022
ROA 12.63% 12.88%

An uptick in ROA represents that the company is deploying its assets efficiently
leading to profitability.

The summary of the results of the assessment of relevant financial indicators indicates
that the company is in great financial health, is performing well in its domestic
territory and is strongly positioned in favour of international expansion. There are
indications that the company is low risk, highly creditworthy, sustains healthy margins.
Arguably, the company is not harvesting its potential, as the analysis shows that the funds

are not being efficiently invested, while simultaneously carrying too little debt.
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Table 19: Financial health factors summary, (Source: own creation, 2024)

Negative Factors Positive Factors Neutral Factors
e Too high solvency — e Overall great
insufficient use of funds financial -
e Too little debt. health.

3.4. Probability & Impact Risk Matrix

List of identified risks within seven major areas are as following:

Regulatory Compliance Risks

Market Entry and Competitive Pressure

Cultural and Consumer Behavior Misalignment

Supply Chain Disruptions

Currency Exchange Rate Fluctuations

Technology Integration Challenges

Data Security and Privacy Breaches

Table 20: Risk matrix for expansion of CALWENO Company, (Source: own application of Probability
& Impact Risk Matrix, 2013)

Risk description Risk assessment
o | Threat IMPACT/EFFECT Probability O
(event) (Scenario)
Regulatory Financial penalties,
1 Compliance operational disruption,
Risks Reputation damage.
Market Increased marketing costs,
2 Entry and customer retention
Competitive challenges
Pressure '
Cultural and | Ineffective marketing and
3 Consumer product offerings, leading
Behavior towards lesser customers and
Misalignment market share.
Delays in product
. availability and increased
4 SISIFJSFI)’E/ ggﬁ;ﬂ costs, decreased operational
P efficiency and customer
satisfaction.
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Currency Affected cost structure and

5 | Exchange profitability - financial
Rate instabilit
Fluctuations y

Causing operational
inefficiency - delay in
Techoogy | e undh s
6 Integration journe Iegadin to
Challenges ] y g

unsuccessful customer
journeys, bad conversion
rates, inefficient SEO.

Menace of data breaches,
consumer data compromise,
GDPR compliance violation,

and financial penalties
followed by loss of
consumer's trust.

Data Security
7 | and Privacy
Breaches

From the results of the risk matrix, there are no A category risks, however there are four
B category risks which are considered high, for which a proper mitigation strategy will
be necessary to prepare in the proposal part of this thesis. Remaining three risks are D
category, which are considered lower category risks. Overall, four B risks compared to
three D risks meets the overall expansion risk somewhere in the middle of a risk

spectrum.

Table 21: Risk matrix factors summary, (Source: own creation, 2024)

Negative Factors Egi't%\rlse Neutral Factors
e Regulatory compliance high
risk o . e Cultural and consumer
*  Supply chain disruption is behavior misalignment
high risk &

- e Technology integration
issues
Data and security issues

e Market entry and high
competitiveness high risk

e Currency exchange rate high
risk
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3.5. Summary Analysis

To better understand the significance of all findings, their relationships to each other and
their overall effect on the company’s plans for expansion, a summary analysis is

conducted to help interpret the results and lay out a solid foundation for proposals.

3.5.1. SWOT Analysis

Table 22: SWOT Analysis for CALWENO (Source: own creation, 2024)

Strengths (S)

Weaknesses (W)

Strong financial health of the
company.

Language gap in skills.
Inefficient use of funds.

Lower power of suppliers
Low threat of substitutes

-
o High-quality and wide range Carrying too little debt.
g of products. Missing extra staff
o Highly motivated staff. (expansion specialist).
2 Transformational leadership Non-resonating brand with
w Experience with cross-border German consumers.
© expansion.
c
o
(<5}
s
=
Opportunities (O) Threats (T)
Political stability of Germany Higher inflation rates
Low corruption index Exchange rates fluctuations
- Strong, heglthy, and long- Strlf:t regulatory
o5 term growing economy environment of Germany
g Low unemployment rates Too high competition in the
o High availability of internet 1nF1ustry in Gemany.
é across Germany Differences in customer
Ll Well-established ecommerce behavior and expectations.
el infrastructure Present threat of new
GEJ Growing relevant sector in entrants.
b the German ecommerce
L environment.

To further deepen the analysis, IFE (Interna Factor Evaluation) and EFE (External Factor

Evaluation) matrices will be utilized to quantify the results of the SWOT analysis.

e 4 points - significant S, O
e 3 points - insignificant S, O

e 2 points - insignificant W, T
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1 points - significant W, T

Table 23: IFE matrix, (Source: own interpretation, 2024)

S/W | Description Weight Points | Total

S1 | Financial health 0.15 4 0.6
S2 | High-quality, diverse products 0.14 4 0.56
S3 | Motivated staff 0.08 3 0.24
S4 | Transformational leadership 0.13 3 0.39
S5 | Experience with expansion 0.12 4 0.48
W1 | Missing language skills 0.09 1 0.09
W2 | Insufficient use of funds 0.07 2 0.14
W3 | Carrying too little debt 0.06 2 0.12
W4 | Non-resonating brand with German 0.12 1 0.12

consumers

W5 | Missing know-how of German market 0.04 2 0.08
Total 1 - 2.82

The internal Factor Evaluation (IFE) matrix, giving the score of 2.82, reflects a powerful

internal structure, yet interestingly discloses few areas that need to be aligned more

to the German market.

For the EFE matrix the number of opportunities and threats is unequal in the SWOT

analysis, therefore factors with highest priority will be chosen for the matrix.

Table 24: EFE matrix, (Source: own interpretation, 2024)

O/T | Description Weight | Points | Total
O1 | Low corruption index 0.13 4 0.56
02 | Well established ecommerce infrastructure in 0.12 4 0.52
Germany
O3 | Lower power of suppliers 0.11 3 0.33
04 | Growing relevant sector in German 0.08 4 0.52
ecommerce
O5 | Projected growth of ecommerce industry 0.08 4 0.48
06 | Political stability in Germany 0.04 3 0.12
T1 | Exchange rates fluctuations 0.1 1 0.1
T2 | Big language barrier 0.08 2 0.16
T3 | Differences in customer behaviour & 0.05 2 0.1
preferences
T4 | Too high competition 0.2 1 0.2
T5 | Threat of new entrants 0.04 2 0.08
T6 | Higher inflation rates 0.05 1 0.05
Total 1 - 3.22
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The External Factor Evaluation (EFE) matrix for the German online market signals a

great potential scoring 3.22 among the industry indicators.

3.5.2. Answering the Research Question

After complex evaluation above the research question that was set in the first part of this

thesis can be answered.

"Is it viable for chosen company to expand into the German ecommerce market?" — This
question can be confidently answer positively as a “Yes, Germany is a viable market for

the chosen company to expand into.”

The reason as to why is the German market viable for this company stems from these
following aspects that are the output of the analytical part of this thesis and the summary

analysis:

» The German economy is strong and recovering from the post-pandemic situation,
as well as other economic indicators showcase strong position among other
European countries such as low unemployment rates and inflation rate slowly
dropping back down.

» The German political environment showcases stable political index and low
corruption perception index, which is proved to be connected to healthy economy
for which there is gathered evidence in the previous point.

» Germany offers well developed e-commerce infrastructure with high-quality
ecommerce service and product providers, innovation, and technologically mature
population. Internet coverage reaches about 91.66% as of 2023 and Germany
maintains high internet speed.

» German e-commerce market has been growing rapidly since COVID-19, however
the growth has slowed down since post-pandemic, though predictions favor stable
long-term growth of this industry also with rising popularity of online shopping
in today’s modern society.

» The tool, home improvement DIY and garden industry is slowly growing and is

predicted to grow even more in upcoming years, making this industry attractive,
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which should be utilized by ambitious companies as soon as possible for better

positioning in gaining chunk of market share.

CALWENQO is also able to go forward with this expansion considering these outputs:

>

Strong financial health of the company consisting of sufficient short-term assets
to meet the short-term liabilities, high creditworthiness, effective process of
transforming the sales into profit, as well as deploying its assets efficiently leading

to profitability.

However, the risk matrix and SWOT analysis above conclude that there could be

significant risks connected with such expansion activities, which should be kept on radar

and included in the overall planning of the expansion:

>

High competitivenessin the relevant industry on the German e-commerce market
can make the market entry a bit difficult as well as gaining % of market share.
Germany has regulatory environment in Germany with high-value fines.

There are present differences in customer preferences and behavior to Czech
customers,

Present non-resonating brand with German audience, which requires localization.
Present language skill gap.

Possible technology integration challenges specifically connected to online store
platform, customer support, new phone numbers and similar.

Supply chain disruptions due to various global or local factors.

Security breaches endanger the data of the company and its customers’ privacy

and data.
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4. Proposals

The summary of analytical part of this thesis says that the German ecommerce market is
viable for CALWENO to expand into and that the company itself is ready for such a big
development step. As a proposal for the company, an expansion plan will be prepared,
including all necessary parts for smooth expansion process. The plan will include such a

structure:

e Market Entry Approach,

e Product Decisions,

e Legal and Administrative Aspects,
e Marketing and Sales Approach,

e Risk Mitigation,

e Cost Estimation,

e Implementation of Timeline.

4.1. Market Entry Approach

Deciding on the right way of entering the market for an online store that wants to launch
itself into the new market is the most important thing to be done. This decisionimpactsa
lot on the enterprise’s initial setup, day-to-day business operation, and how they engage

the customers.

4.1.1. Mode of Entry

For a CALWENO planning to move into the German ecommerce market, it is a strategic
fit to the goals and market conditions that will help it to get into the market.

Three primary modes of entry have been identified as viable options:

e The direct supplier shipping,
e [Establishing a distribution center in Germany,

e [Establishing partnerships with German ecommerce platforms/entities.

Direct supplier shipping could be used as a form of leveraging the capability of the
company’s suppliers to directly ship the goods to Germany. This method will not only

save time but also decrease the costs of logistics operations, as it eliminates the necessity
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for double handling of the supply. The company should also focus on a centralized
shipping as the company will need to create a centralised shipping coordination system
to help them determine the standard that all suppliers follow. The system shall be the one
which will deal with track, chat with clients, and finish the customs clearance coherently
thus, bringing a uniform experience to the customers. The online store should also work
with a customs bond agency to regulate, and in this way multiple suppliers will get it
right. This makes it possible to followthe import rules of the EU and would also eliminate
the turnovers of merchandise as goods would be transported directly from the supplier to

the customer in Germany.

A further proposal for the online store would be to implement a customer-centric
shipping policy to encourage higher sales volumes and growth of trust and loyalty of

customers, such as:

e Free shipping pricing specific to average order value, which is popular in
Germany,
¢ Rushed options of shipping for higher costs (Priority shipping, Next day delivery,

),
e C(lear traceability regarding the course of delivery (Tracking of the package).

Selection of a local distribution hub

Selecting the location of the distribution center is crucial for the strategic position of the
online store in terms of logistics. The proposed city for the company is Dortmund, as
itisthe geographical center of Germany’s logistics pattern. Dortmund is the biggest goods
distribution center in the country and has a great road, railway, and airline connectivity.
Being near major roads and the center of Germany, this city is the perfect candidate for
distribution all through the country.
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Image 7: Map of Germany, Point A - Dortmund, (Source: Google Maps, 2024)

Reasons for choosing Dortmund:

Advanced logistics infrastructure: Dortmund is in the Ruhr area, which is one
of the most urban, densely populated, and industrialized regions in Europe. It has
a full transportation system consisting of major highways, railroads, and
Dortmund Airport which lets for prompt goods delivery. With the Dortmund-Ems
Canal in place, the region acquires more options for the movement of products
from ports as well as among its length in Germany.

Established industrial and commercial base: The town has a large industrial
wing, focused on the manufacturing arena and high technology. This economical
platform is advanced via projects, for example Digital Hub Logistics which
involves collaboration between academic and industrial sectors leading to
development of innovation in logistics.

Cost considerations: Dortmund, situated in the west of Germany, enjoys much
softer real estate prices as opposed to the most liquid property centers of

Germany such as Munich, Frankfurt, and Stuttgart. In Western Germany,
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prices of residential and commercial property start from EURS,000 per square
meter, where in cities like Munich they go even higher, like EURS,936 per square
meter, with rents to stand at EUR22.95/month per square meter. Meanwhile,
Dortmund would often have more mild prices as it is more of a regional place, but
the sources reviewed did not include exact data for Dortmund (Sources
researched: Tranio and JLL Germany, 2024). The strong infrastructure and
strategic location in Dortmund are an advantage in offsetting the higher land
costs in other Western German areas. This undetermined current real estate price
for suburbs makes Dortmund an excellent location for the establishment of a

new distribution center for the Czech online store.

Establishing partnerships with German ecommerce platforms

Partnership in business development is a key to success as well as in ecommerce
expansion. Establishing strong and nurturing relationships with the right German
ecommerce partners will ensure a strong base for the Czech online store”s successful

expansion and localization.

There are multiple kinds of ecommerce partnerships that the company will have to
establish, considering the creation of the online presence of the company. Here are all the
most key and strategic partnership with proposed candidates in Germany for the Czech

online store:

Online store platform: the most well-known platform for online stores in Germany is
Shopify, which is a popular choice among more than 24% of all Germany online stores
in 2023, making it the number one online store platform provider in Germany for the
same year. Since the Czech online store is not currently operating on any of the best well-
known platforms in Czech Republic (Shoptet or Upgates), which could be utilized and
kept during the ecommerce expansion, the proposal would be to directly partner with a
German provider. Shopify is also popular worldwide and would be an excellent choice
even for further expansions among the European countries, allowing the company to
manage multiple domains from one spot, making the managing processes more efficient.
(Statista, 2023)
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The picture below shows the business manager in the Shopify application, where
multiple markets can be managed from one place, invalidating the necessity for multiple
accounts for different countries. This feature is not only effective but also more organized

and clearer for the online store manager and marketing experts.

Create your markets and configure the currency for your markets

@ Multi Country Pricing @& Mark /" PRICES B SETTING @ suppoR o
Your markets

No. Target market Prices set in Prices seen in

1 United States (Primary usD usD 7] Settings
2 Canada CAD CAD (7] Settings
3 United Kingdom GBP GBP 7] Settings
4 Australia AUD AUD (7] Settings
5 Europe EUR EUR 2] Settings
6 Rest of The World usb INR, USD ©®  Settings

Image 8: Screenshot of the business manager in the Shopify Application, (Source: Shopify App Store,
2024)

Payment solutions: Shopify has got reputable integration capabilities, mainly regarding
including different payment gateways. It thus serves as a fantastic option for firms
aspiring international growth, including the entrance into the German market. Proposed
payment solutions would be PayPal, online by card (Visa/Mastercard), online bank
transfer, smart wallet as well as new popular method, the pay later or in instalments,
gaining popularity in Germany in the past years. 3 major payment partnerships
proposed for the company would then be: PayPal, which allows its users to pay using
their PayPal accounts or credit cards linked to their PayPal accounts. The process
promotes a high level of security and leverages PayPal’s existing infrastructure, which is
familiar to customers globally. Next is Klarna, which provides the pay later or in
instalments options for online stores. Klarna has been known for enhancing the flexibility
of customers experience, record of improved conversion rates, reduced financial risks for
merchants a well as sustainable efforts, as Klarna has been introducing features such as
CO2 emissions tracker for purchases, which appeals to the factor of importance of

environmental causes for majority of Germans. Lastly, partner Stripe, which is Shopify’s
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own payment platform, that processes wide range of payments through credit cards, Visa,

Mastercard, Apple Pay, Google Pay and more.

Logistics and fulfillment partners: Logistics providers proposed for the company
based on the results of the analysis (page 64, graph 16), the Deutsche Post and DHL are
some of the leading logistics providers not only in Germany with such an extensive
infrastructure they are the perfect partners for an online store when it comes to logistics.
The mail and parcel delivery services provided by Deutsche Post have become popular
for their quality among the population of Germany. It provides a variety of ecommerce
solutions that are ideal for effective management of national and international shipments.
As a location for warehousing, Dortmund is strategic because of its good connectivity
and well-developed logistics infrastructure. The warehousing partner in Dortmund
could be DHL Warehousing Solutions as well as DHL Supply Chain for handling
packages and orders. These DHL group members provide complex warehousing and
SCH solutions which can be adjusted to ecommerce business needs, including automation
and high-tech inventory management systems. This partnership makes sense as the
logistics providers belong to the same company group, which makes the process easier
and keeps it “in house”. Considering also returns, DHL Return Solutions, another
member of the DHL group, offers extensive return solutions that can be integrated into

the existing logistics set-up.

Customer support partner: CALWENO is currently using SupportBox for handling
all of customer inquiries (phone, email, ...), a customer support service provider, handling
the support of the Czech version of the online store. The company, however, upon
planning to expand to the German market should acknowledge the necessity to adjust
this model for the German-speaking customers. The company should plan to engage
an external employee who is a native German speaker. This person will handle
customer interactions and support issues relating to the Germany market. This new
member will have two onboarding and training initiatives: from the internal team of
the company, teaching the new employee about the products and their characteristics,
so that he/she is able to respond to any technical and practical questions from customers
as well as from the SupportBox team, that will provide training on how to use their

platform.
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Legal and tax consultants: Launching business partnerships with competent local legal
and tax advisers in Dortmund as part of the expansion plan, however, goes further than
this ensuring compliance. It also gives an opportunity to leverage these relationships to
boost the decision-making process, operational effectiveness, and business sustainability.
The main goal of establishing partnership with legal and tax consultants in Dortmund is
to integrate their competency directly into the company processes. This guarantees that
all the facets of the organizational expansion, ranging from regulatory compliance to
risk management, tax optimization, and corporate structuring, are handled
favourably, locally, and meticulously. Being aware of agencies situated in Dortmund,
who provide legal and tax services for ecommerce companies could help CALWENO in

building a more tangible plan for entering the German market.
4.1.2. Localization

Website and content localization

Machine Translation (MT) and Computer-Assisted Translation tool (CAT): MT isa
tool that offers both speed and cost-efficiency, which makes it convenient and suitable
for huge inventories with dynamic and extensive products that are common in online
shopping sites. Examples such as MT or CAT can make translation quicker and of
whichever language. Nevertheless, although MT has got better, albeit not with high
precision, it lacks in the following aspects: handling idiomatic expressions, cultural
backgrounds, or specialized lingoes. It is just here that a humanized factor must come
into play.

Post-editing by native speakers: The process is rendered imperfect through the
application of machine translation and the only viable solution to fix this would be by
employing native speakers for post-editing. This involves employing a specialist who will
scrutinize and modify the content that has been machine-translated. This step is vital for

several reasons:

e Cultural nuance: people who are fluent in the targeted language can adjust
content to accommodate the specific cultural indicators and values that would

otherwise be lost in translation and inaccuracy.
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e Contextual accuracy: they can make sure the translation adequately captures the
special meaning which is particularly required in promotional writing where the
purpose is to convince the potential clients.

e Technical correctness: technical products are characterized by strictness in
designing or developing. Subject matter experts could assess the quality of the
translations against industry standards and terminology so that native speakers

who have subject matter expertise can be used as verifiers.

Brand localization

Considering the results of responses from the questionnaire, the brand does not resonate
with German consumers. The biggest differences were mentioned in the name and logo
of the company, that sound foreign and overall do not resonate with the business objective
of the company. To properly localize the brand aspects of the company a new name and

a new logo should be established for the

New name of the company should resonate well with the German market language wise
as well as legally, considering company formation in Germany. After thoughtful
consideration and confirmation, the brand name has not been yet (as of April 2024)
registered in Germany the name ""ToolGut GmbH"" is proposed. The name was purposely
selected to refer not only to the German market but also to the big anglophone world,
proving localization knowledge. It eventually translates to **Tool Good/Good Tool™ in
English, and still employs linguistic curve, which makes the German ear satisfied. This
dual-language feature guarantees that the name is both not only easy to memorize but
also adaptable to culture, showing a good understanding of the global and local regions
where the company is operating. The name is a declaration of principles the company
swears by, which are quality and reliability, traits the German tool industry highly

values as prerequisites for being a relevant brand worldwide.

In German, the equivalent of s.r.0. (spole¢nost s ru¢enim omezenym), which the company
operates with in Czechia, is Czech for a "company with limited liability” is "*GmbH""

(Gesellschaft mit beschrankter Haftung).

Colour palette of the company has never been properly and officially established before;
therefore, this palette has been created based on the most used as well as suiting
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combination of colour across the company’s website, online marketing, and other

materials.
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Image 9: Official colour palette of CALWENO/ToolGut, (Source: own creation, 2024)

These five colour excellently represent the company’s style and bring the following
colour psychology to the brand:

The blue colour of choice represents crucially trust, stability, and reliability.
Industries that are known to be highly stable and conservative tend to utilize shades
of blue in their logos. If a particular hue can bring forth feelings of serenity and
concentration, then the brand under discussion might have something essential —solidity
and authority in the eyes of the consumers. Another variation of blues may
communicate some fresh ideas along with the clarity, agreeing with fast growing high-

tech industries and precision, which are a perfect fit for a tool company.

The grey brings in the naturalness element, as well as a feeling of balance associated
with the concept of solidity and elegance. It consolidates the grounds, which, in turn,
provides origin and distinctiveness for the blues that, eventually, add to its message

deeper meaning.

The white space method is applied to the brand imagery for the sake of clarity,

cleanliness, and simplicity, and the no-nonsense approach is emphasised.
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These colours blend into a palette that strongly holds the brand as reliable, experienced,
and focused on high standards, which suits well for a company that seeks to be on the
frontline of their sector.

New logo for the German version of the company should reflect the results from the
survey done in the analytical part of this thesis. Most German respondents preferred these
qualities in a logo: simplicity, memorability, modernity, and relevance to the
industry/business objective. Below can be seen three proposed versions of a new logo,

enhancing these mentioned qualities and a new, localized name of the company.

TOOL.GUT

YooLcuT
TooLcur

Image 10: ToolGut proposed logos, (Source: own creation, 2024)

Through every logo variation, “Horizon'” implemented as a bold font which is highly
legible and provides support to brand recall is a feature of memorability. Simplicity in the
design is skillfully created here by the conscious utilization of negative space and
minimalistic graphical elements, which enhance instant picture processing and
understanding. With such a tool kit out in the open — a measure tape, a drill, and a
hammer —these logos cleverly tie with the tool industry giving instant utilization related

to the company's area of operation.

The logo design uses a font that intentionally adds a futuristic feel to the logo design,
thus, the ToolGut logo is contemporarily appealing which is also future oriented. This
deliberate positioning of ToolGut towards customers' likes shows that the company will
enter the market with a visual identity that directly addresses a consumer’s inner

mind.
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Local phone number

A crucial step when expanding business into new markets is phone number localization.
A local telephone number should be acquired for the purpose of interacting with new
customers but also helps with a more local presence and credibility(trust). By
conveying a sense of safety, customers are more comfortable in dealing with a brand
which resembles user-friendliness. In addition, having a local area code along with the
phone number can decrease the calling charges for customers, therefore adding to the
number of queries and probably lifting their satisfaction and loyalty level. Furthermore,
it improves customer service, which in turn enables the business to provide quick help
and develops strong relationships that are not only beneficial for the entrance to new

markets but also success generally in the new area.

Information source for customers

Based on the results of the survey represented in graph number 16, the Germa
respondents stated their preferred sources of information regarding their customer
journey. The most popular source of information was reviews of other customers. In
this case, since the company does not yet have any existing German customers and
German reviews, translating their reviews from Czech language to German and
presenting them on the website and social media for starters will be sufficient to offer
this source to German customers. Over time with successful orders, the customer will
eventually start reviewing the products on their own, however at the beginning this could
be supported by back-to-back automated e-mail communication regarding order
satisfaction, rewarding customers with any discounts, great deals for next purchases
by reviewing the company and ordered products.

The second popular information source was, by word of mouth, meaning the reviews
from relatives or friends. This could be achieved by great customer relationships by taking
care of existing customers with different ways of after-purchase customer care:
sending personalized thank you email, cross-selling related products, providing
product training or DI'Y materials, high-quality customer service, seeking feedback
or establishing a loyalty program with various benefits such as gathering points that
could be used for discounts, freebies, free shipping etc. On the same second place landed
professionals as sources of information, which are professionals in the industry, that
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use and review products on dedicated web pages or their personal channels. A great
strategy would be to connect with a couple of them and establish transparent
partnerships that would benefit both. This could also help with product testing and

improvement of product offerings for the future.

4.2. Pricing and Product Decisions

4.2.1. Pricing

To start with, ToolGut may leverage a market penetration pricing strategy for its
market entry to Germany. Competitors' prices could be undercut, and market share gained
at a prompt rate by offering prices lower than competitors to attract customers. While this
can be considered risky, it will be strengthened by the high margin (40%, which is also
used on the Czech market), that Toolgut will use to sell its products at low prices without
comprising profits. Now that we have a customer base, price can be adjusted to define the

branding value proposition.

With value-based pricing, which is price setting based on the perceived value of the
product by the customer instead of simply on the costs. With this attitude, the market is
resembling the German customers' desire for quality and accuracy, therefore, pragmatism

of premium products will come up.

Cost-Plus pricing means that product with few variations or commodities can be usefully
priced with cost plus pricing approach. Knowing how much to mark-up can ensure
profitability, and in a market where the level of sensitivity may be more price-sensitive,
this may be especially useful.

Psychological pricing is immensely popular and frequently used. But this kind of pricing
is more than just x.99 EUR pricing approach. German customers are well-known for
being quality-oriented and cost-conscious, so this means that transparency should be the
key factor here as well. ToolGut might have greater sales volume with prices that show

the level of quality, indirectly through round numbers that appear hopeful and honest.

4.2.2. Product & Offer Decisions

Product differentiation helps differentiate the product line by using exclusive and
interesting features and specific services that are not usually provided by competitors.
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This includes the provision of extended warranties, customized tools, or bundled
packages with instructional DIY materials or free shipping for orders above a
certain amount. During the competition research, only two of the direct competitors
provided free shipping, however the amount value was around 150 EUR per order. To
gain a little competitive advantage, offering free shipping for orders above 100 EUR

could win the customer attention from the competition.

Customer-driven selection promotes application of data revolution concept to product
choice. Analysing the data about the clients indicating what product the new market
prefers makes the operational process easier. Endeavor in A/B testing the website to
discover what goods draw the most attention by customers while adjusting the

inventory in accordance with current customers' reactions.

Product quality, certification and registration is not to be underestimated as German
customersare very keen in quality and they will only purchase from organizations which
acquire certification from known authorities. Accordingly, ToolGut must ensure that their
products meet these standards. The certifications themselves should be prominent as well.
Popular and well trusted certifications for online store, which are worth obtaining are
Idealo, PCI DSS compliance (payment security), Trusted Shops AG as well as EHI
online store certification, which are popular in Germany.

4.3. Legal and Administrative Aspects

4.3.1. Company Formation

Capital requirements: For a GmbH, the minimum share capital required is 25 000 EUR,
of which at least half (12 500 EUR) must be paid in before registration (FF Advisers,
2024).

Notarization and registration costs: The costs for notarizing the articles of association
and management appointments can range from 300 EUR to 1 000 EUR, depending on
the complexity and the amount of capital. Registration fees for the Handelsregister are
80.10 EUR in 2024 (KVK, 2024).

Opening bank account in a foreign country in not an easy and quick process. Agencies

that specialize in cross-border expansion usually help with these inquiries and speed up
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the whole process. Agency could quote anywhere between 500 — 1 500 EUR for such
services and usually takes time and requires presence of the owner in the destination

country.

4.3.2. Taxation and Financial Reporting

Corporate income tax: The corporate income tax in Germany is 15%, with a solidarity
surcharge of 5.5% of the corporate income tax, effectively making it 15.825%

(Bundesfinanzministerium, 2024).

Trade tax: Depending on the municipality, the trade tax rate varies but typically
ranges from 14% to 17%. For Dortmund, where the company would have legal
headquarters, the rate is calculated from the so-called municipal multiplier (Hebesatz)
which is 485% in Dortmund. Businesses that are registered in Dortmund receive
multiplier effect from base tax rate 3.5% (across all Germany) which is later applied to
the effective rate for trades in Dortmund. Thus, the trade tax rate in Dortmund determines
as 3.5% times 485% will be approximately 16.975%. This is an additional tax on the
earnings of the business, calculated on the income after expenses

(Bundesfinanzministerium, 2024).
Effective Trade Tax Rate = 3.5% X 485% = 16.975%

VAT: The standard VAT rate in Germany is 19%, with a reduced rate of 7% for certain
goods and services. Companies must register for VAT if their sales exceed 22 000 EUR
in the first year and are expected to exceed 50 000 EUR in the second year
(Bundesfinanzministerium, 2024).

4.4. Marketing Approach

Creating a structure for a marketing approach for the e-commerce expansion lies in these
aspects: understanding the audience, SEO and PPC mastery, social media, influencer

marketing as well as loyalty program.

4.4.1. Consumer Demographics

For the German version of the online store the demographic would be highly like the
Czech demographic differentiating mostly in the geographical sense of course as well as
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the wage cap. The target groups remain the same: DIY enthusiast, gardeners,
professionals, craftsmen, home improvement enthusiasts and similar. Overall, the
customer profile almost fits the existing ones that can be seen in Appendices 1-3.

4.4.2. SEO

Website localization and optimization

New website design for the German version of the online store is a major factor in
capturing customers attention when entering the URL address a well as building a proper
foundation for the best SEO optimization. The proposed design of the home page of the
online store in German version can be seen below.
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Image 11: Website design proposal for CALWENO company, (Source: own creation, 2024)

The organization of the homepage of the website for ToolGut is highly importantand an
incarnation of localized UX design, especially tuned to the demanding market of German
ecommerce. The natural sequence of the site is heavily based on the brand's color
scheme, with various shades of blue coming to reinforce the idea of trust, reliability,
and professionalism meanwhile the clean white background heightens the product

listings and site features. The website was built with characteristics like its
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competitors that already have aname on the German market to simulate familiar nature

for the customer. A new brand name has also been incorporated into the website.

Responsive to the needs of the German consumer, the site has been switched from the
Czech crown to Euro to have products easily acquired and understood by the customers.
Advised is a strategy of added value for the customer, which is an offer for free
shipping for orders over 100 EUR, which was initially offered only by two out of all
listed competitors in the analytical part of this thesis. This strategy adds value for the

customer, attracts as well as builds trustworthiness.

The interactive bar at the top of the online store offers all necessary icons for quick
and effective customer journey. Product categories are on the left side of the website,
which is standard, following with bar for product search and then right side is dedicated
to customer support for quick access to the customers, a shopping cart, newsletter sign
up and a personal account sign up. Last interactive feature onthe upper bar is language
switch which offers two languages, German and English for better variety for foreigners

living in Germany.

The homepage loads the body of the website with invitation to blog of the company
which should contain a proper marketing content which will be proposed further into this
thesis. The page invites the customer with real images of the products in action as well
as containing a human factor, which is more likely to attract customers’ attention. On
the right side of the store’s body are listed products which are in season, top selling,

new or popular at the relevant moment.

The bottom bar of the page should contain information for relocation to all relevant social
media of the company, as well as any other important legal information.

While together these elements — localized pricing in Germany, cultural imagery, content
strategy and a logical design, proper translation, form a complete user experience which
confirms that ToolGut should meet German users’ expectations. After localization of
the online store a proper analysis of trustworthiness should be conducted yet again by a
German speaking specialist, who will test the websites functionality, language and

point out any errors which could result into unsuccessful customer journey for
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German customers. This analysis is well known in the ecommerce industry and is a

standard for smoother expansion processes.

Keyword research

Keyword research for German ecommerce market for tool and garden industry is a must
as well as translation and localization of already used Czech version of keywords.
However, as mentioned many times in the thesis, localization is a priority, as only a
natural born German speaker could identify any un-natural-like sounding words.
For example, in Slovakia, if a person was to search for a “gaming chair”, the online store
would opt for including its proper translation as a keyword, which is “herné kreslo”.
However, a Slovak-born person would instead in approximately 80-90% of the time
search for “hernd stolicka”, as this cultural nuance has been used more than its proper
grammar translation. During the whole expansion process, these types of trivia are
highly frequent, and they are not to be underestimated, as they could easily betray the
credibility of the online store in the customers eyes. The localization process does not
only include the translated website content, product descriptions, legal documents,
customer support, but also the keyword system and marketing content for any

advertisement, promotion, and social media.

The whole process of keyword translation and localization looks like this, and is usually

conducted by PPC/SEQ specialists or marketing agencies:
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Image 12: Keyword translation and localization process, (Source: own creation, 2024)

Data collection includes getting the required survey forms which will help assist the
clientas regards his business as well as the industry matters. As a part of data collection,
standard agencies and specialists work with Google Ads, Ahrefs, Marketing Miner,
Similarweb and other reading platforms. Keyword mining helps discover how often the
keyword that will be used is searched for, how relevant and useful it is, and if there is
competition for it on the relevant market. Data screening and sorting lies within
removing issues such as duplicate inquiries, inappropriate queries, or queries in a foreign
language usage. Data categorization merges already-listed keywords into different
groups in accordance with the e-store manufacture domain (product groups). Data
analysis and output works on file creation (spreadsheet is the most used document type)
based on the results for the future exploration of the issue. For the last process step of
interpretation which stands for the concept, clarity of thoughts and expression is the
main key factor. The means of planning the analyzed keywords is knowledge transferred
here alone. Its applicability, whether at the beginning of the e-shop's entrance through to

another country or further on, is also valuable.

4.4.3. PPC

PPC (Pay-Per-Click) advertisement remains a leading strategy for businesses wanting to

get into markets that were not their initial ones, especially those who deal in the
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ecommerce sector. Such a strategy gives an opportunity to make very accurate sales
over a small region and to immediately observe obtained outcomes. This, in turn,
playersasignificant role in the process of entering the competitive German market. Using
PPC campaigns a business can get its products in front of highly targeted customers
who are literally searching for things related to their specific products. Here, this
method not only helps draw more attention but also helps in driving the traffic directly
to the company's store, through which market acceptance into the product is fast as well

as the brand identity.

PPC strategy means moving to internet tools with advanced segmentation options
offered by Google Ads or social mediasites. These contains such as algorithm set by the
advertisers will let them target specific users based on their demographics, geographical
location, browsing habit and even their purchasing preferences. The capability of
targeting audience with the marketing effort brings to the fact that advertisers avoid
wasting money unnecessarily on campaigns that don't work and instead conduct the PPC
campaign that can be adjusted in real-time based on its results. To setup PPC campaigns,
report on them and manage them continually in a partnership with a PPC specialist or
an agency that has many of these specialists on hand and handles the communication
process. Such popular agency in Brno, Czech Republic is for example NK Expand, but

there are many similar expansion agencies in the country.

4.4.4. Social Media

ToolGut"s expansion into the German market should be accompanied by a significantly
stronger social media presence designed to optimally impact the target audience and

utilize the big social media platforms in Germany.

Facebook & Instagram

Facebook and Instagram can be the networks to develop a move concerning DIY projects
and home improvement. Here is what is very suitable for an announcing a new product
release or running a promotional campaign is where these platforms are so perfect,
and they perfectly allow the creator to interact with his customers through comments and

inbox.
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Engagement through eye-catchy images and videos of products, how-to DIY project
tutorials and before and after transformation that can help to keep them curious. Instagram
plays so well for visual storytelling (shows the essence of the brand) and can be used as

an effective tool for depicting the core values and personality of the brand.

Both platforms will provide the company with the opportunity to promote tools by
utilizing top-notch targeting options in advertisement that will then enable ToolGut to
narrow down the market segments to target, including professional builder for instance,
or DIY home enthusiasts. This feature could be addressed by running targeted ads on

social pages that drive traffic to websites and eventually increase the sales.

YouTube

The company should try converting their YouTube channel into standalone content and
create instructional videos for DI, how-to or product demonstrations. Such material
will enable ToolGut to establish itselfas an opinion leader and solid information source

in the home upgrading market.

Pinterest

Pinterest is underrated and an influential platform in spurring people to try out home
improvementand DIY projects. While ToolGut can develop pinboards that showcase
different projects and issue-based breakdown within rooms, project reviews, and head of
tools. Pins can feature clickable links leading to blog posts, tutorials, or product pages.

Moreover, they are also great techniques to increase the number of visits.

Pinterest also has a feature called Rich Pin. This feature allows businesses to attach
additional information such as the product’s price and availability to the pin itself. As
the platform supports direct purchase from ecommerce businesses this is of particular

benefit to businesses that want to instantly drive sales directly from Pinterest.

4.4.5. Partnership with Influencers

For strong introduction of the company to the German market partnering up with well-
known influencers and industry professionals will Kkick-start the company’s brand

acknowledgment, drive attention to the website, socials and help gain initial customers.

126



Among the most popular relevant influencers are Laura Kampf, Heimwerkerking Fynn
Kliemann, Susanne Umbach, Eric Strebel or Sari Hansen. These content creators and
influencers have successful platforms and big audiences and could be approached by
ToolGut and offer a collaboration to promote ToolGut"s products, online website, and

social media.

4.4.6. Loyalty Program

Creating a loyalty program could be considered as a competitive advantage as any of the
direct competitors do not offer exclusive loyalty programs. This form of marketing could
improve engagement with the customers, creating stronger long-lasting relationships. The

loyalty program could include:

e Point system,

e Tiered rewards (different membership levels (e.g., Bronze, Silver, Gold,
Platinum),

e Exclusive offers,

e Early access or previews to new products,

e Complimentary free shipping,

e Annual or birthday mini gifts,

e Referral bonuses for invitation of friends/family.
4.5. Risk Response

4.5.1. High-Risk (Category B) Mitigation Proposals

Regulatory compliance risks

Advice for the company would be to create an appropriate compliance program in line
with German and EU laws and work closely with lawyers and specialists on all
documents and confirm their relevance and correctness before launching the business in
Germany. Training relevant employees regularly, keeping up to date with new laws and
conducting regular audits must be part of the company management process. Also
employ local (to Germany) legal consultants to keep on tracking any changes in laws

and eliminate necessary modifications in business processes as well as saves time budget.
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Entry market and competitive pressure

Making sure to keep up with the market with the help of research and learning the
strategies of the competitors and the preferences and likings of potential customers is
the key to keeping this risk as low as possible. Also formulating individual marketing
tactics which emphasize strengths of the products is what can differentiate ToolGut from
its competitors. Lastly, alliances with local influencers and businesses can help with
developing marketing activities through all marketing channels.

Supply chain disruptions

Diversifying supply chain by locating and involving various suppliers across different
regions is what could mitigate this risk, as well as utilizing a strong supply chain

management software for visibility and speed.

Currency exchange rate fluctuations

Employing financial instruments like forward contracts and options to cover significant
currency risks could effectively maintain the unpredictable fluctuations. Secondly,
evaluating the frequency of these changes and cost structure in line with current rates
would be advised. Lastly, keeping an emergency fund/budget for management of any
emergent financial dangers related to currency volatility would create a safety net for real

case scenarios.
4.5.2. Risk-Lowering (Category D) Mitigation Proposals

Cultural and consumer behavior mismatch

Understanding the German culture and properly getting to know the preferences and
behaviors of German customers and continuously educating is the ultimate journey to
successfully mitigating the possibility of such risk occurring. With the amount of content,
products, and marketing channels, unfortunately its possible there could be an error in the
future, but these errors are rather of smaller significance and lesser of threat to the overall
business activities and short-term quality of customer trust. However, if these smaller
issues were ignored, customer loyalty and trust could suffer long-term.
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Technology integration challenges

The solution could be to collaborate with technology suppliers that have a solid history
in the European market and preferably with Germany. Carrying out comprehensive
testing stages of the technology integration to ensure that it meets all necessary EU

standards and consumer satisfaction could also enhance risk mitigation in times of need.

Data security and privacy breaches

This topic is highly important and even if it fell into the less risky category, employing
modern cybersecurity solutions such as firewalls, encryption, and intrusion detection
systems is what could highly secure the company’s and its customers privacy.
Performing security tests and penetration testing periodically will ensure the quality of

these effects as well as uncover any errors.

All these proposals are targeted to the risks, which are related to the ecommerce business
expansion to the German market. The ongoing review and adaptation of these strategies

will be critical as market conditions and regulatory environments change constantly.

4.6. Cost Estimation

To give the company a sense of what the expansion process could cost, related costs will
be estimated in the following table. This table will contain non-negotiable expenses as
well as costs that are not detrimental to the expansion process but rather its level of
potential success. Method for this cost estimation that will be used is the “Bottom-up
Estimation” framework, which consists of breaking down all tasks to lowest level
possible, then estimating cost for each task and aggregating them altogether to find the

total summary of the cost of the plan.

Table 25: Bottom-up cost estimation of expansion of CALWENO/ToolGut to Germany, (Source: own
creation, 2024)

— Estimated Cost
Cost Category Description (EUR) Notes
Company
Legal _and formation Up to 25 000 Investment capital
Compliance
Legal and Company Notary fees + Agency
Compliance formation 1000 - 5000 handling costs
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Legal and fC(:) ?mgggﬁ 80.40 Registration fees for
Compliance ' Handelsregister
Legal and GDPR compliance Range of the industry
. 1500 -5 000 .
Compliance consultancy standard in Germany
Legal and Drago?]ztﬁiré?é and 500 — 2 000 Range of the industry
Compliance B standard in Germany
consultancy
Return policy .
v, | docmeniaton | a0-au0 | St e ety
P consultancy y
Legal and Opening a bank 500 _ 1 500 Average agency fees
Compliance account B for handling this issue
Sub-Total 28 880.4 - 39 380.4
Technology Online store For Shopify advanced
776
Setup platform fees plan —annual rate
Technology Customer support Set up of e-mails,
Setup set up 194 _tr_alnln_g,
administrative fees
Technology Customer support 2378 Annual fee for basic
Setup plan
Depends on the final
word count of the
online store to be
Website translation translated. This is
Technology (includes rather a very rough
Setup incorporation of Up t0 6 000 estimate based on
relevant keywords) studying a similar
size online store’s
case study. (NK
Expand, 2024)
Localization touch-up
Technology Website done by German
Setup localization 700 -1 000 specialist. Depends
on time spent.
Sub-total 9998 - 10 298
. Keyword
Marketing and .
Advertising transla_tlon_ and 318 Agency rate
localization
Annual rate of SEO
Marketing and SEt. up of F.)PC and Starting from upkeep. Set up prices
2 its continual .
Advertising 2280 are one-time fees
management
upon agreement.
Marketing and Complex SEO 762 On-page audit
Advertising audit of online tore a off-page audit
. PPC campaigns,
Marketmg_ and Campaign budget Up to 20 000 advertisements,
Advertising . .
promotions, social
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media campaigns and
advertisement.

Sub-total 23 360
(Part-time/External
Staffing Content specialist | 10000 —18 000 | specialist) — Annual
rate
_ Social media (Par?-ti_me/ExternaI
Staffing - 12 000 —20 000 | specialist) — Annual
specialist rate
. Expansion Full time specialist -
Staffing specialist 30 000 -40000 Annual rate
Sub-total 52 000 — 78 000

Warehousing Rough estimate —

Facility Costs partnership with Around 50 000 o?eeggﬂitznazgr?igzr
DHL Group P B

Annual rate
Rough estimate —
Facility Costs Supply handling Around 10 000 depends on number

costs of products and size —
Annual rate
Sub-total 60 000
Safety fund for
Contingency occurrence of any
Fund Safety net 50 000 _r_|sks_ and the|(
mitigation handling
or unexpected costs
Sub-total 50 000
Estimated TOTAL costs 224 238.4 — 261 038.4

The cost estimation table contains different services, labour, rent and more that will be
needed to complete the process of expansion of the online store from Czech Republic to
Germany. All rates are either one time or provided annually. The expansion and

management in the first year of operation of ToolGut in Germany will roughly cost
anywhere from 224 000 to 261 000 EUR.

e Operating expenses: 163 384 EUR
e Investment into expansion: 47 654.4 EUR
e Contingency fund: 50 000 EUR

The pie chart below depicts the distribution of the costs regarding the category, which

indicates the costliest aspects of the ecommerce expansion and are areas that could be
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suspected to further budgeting and cost effectiveness. The graph considers the upper cost

cap.

Estimated costs of epxansion
® Legal and Compliance
m Technology Setup
® Marketing and

Advertising
Staffing

22.98%

m Facility Costs

= Contigency Fund

Graph 32: Cost Estimation of the Expansion for CALWENO (Source: own creation, 2024)

The graph above indicated that the most expensive area of expansion is labour-related
as well as facility cost-related.

4.7. Financial Projections

Financial projections for the performance of the company on the German market will help
understand three possible scenarios: pessimistic, optimistic, and realistic.

4.7.1. Expectations for all Scenarios

e Currency: all amounts will be in EUR currency

e Revenue base for projections: 2 083 333 EUR (Converted from 50 000 000 CZK
— CALWENO'’s revenue for 2023 with the rate 23.952 CZK per 1 EUR) —
considering the latest revenue data of the Czech version of the company as a base
for projections considering the German market is much bigger but acknowledging
that the company is new to the market.

e Corporate Tax: 15.825% (15% increased to 15.825% by solidarity surcharge)

o Trade Tax: 16.975% (Calculated for Dortmund municipality)

e Profit margin: 40% (same as for Czech market)
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e Operating expenses (year 1): 261 038.4 EUR

e Inventories: for the first year the inventories would be the same as for the Czech
market, considering that the company is just starting in Germany but also that the
German market is much bigger than Czech one. Inventories = 484 761 EUR.

e Depreciation: 3 000 EUR per year. (German version of the company will only
own computers, systems, and mobile phones and no facilities as they will be
rented).

e Capital expenditures: reflects the investment into expansion from the income
statements for year 1.

e Changes in working capital: assumed to be negligible for simplicity.

¢ Financing activities: assuming no new debt or equity issuance and no dividends
paid, as the company is financing its expansion itself.

e Period definition: Year 1 (October 2024-September 2025), Year 2 (October 2025-
September 2026), Year 3 (October 2026-September 2027).

4.7.2. Pessimistic Scenario

The pessimistic scenario assumes that the market conditions will be worse than

expected.

Revenue growth projection (Year 1-3)

Table 26: Pessimistic scenario revenue growth projections, (Source: own creation, 2024)

Year Revenue Growth
1 3%
2 2%
3 1%

Lower growth rates reflect a scenario in which could the company struggle to gain a
strong position on the market in the industry due to risk factors such as higher
competition as expected or low consumer adoption. As well as increased operational

costs as the company attempts to gain a market share ina highly competitive environment.
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Income statement projection (Year 1-3)

Table 27: Projected income statement in pessimistic scenario, (Source: own creation, 2024)

Description Year 1 (EUR) | Year 2 (EUR) | Year 3 (EUR)
Revenue 2145 833 2188 750 2210 837
COGS (60%) 858 333 875 500 884 335
Gross Profit (40%) 1287 500 1313 250 1 326 503
Depreciation 3000 3000 3000
Total Operating Expenses 260 038.4 230,000 240 000
-operating costs 163 384 180 000 190 000
-contingency fund 50 000 50 000 50 000
-investment into expansion 47 654.4 0 0
Operating Income 595 295 607 250 617 003
EBT 595 295 607 250 617 003
Corporate Tax (15.825%) 94 207 96 051 97 635
Trade Tax (16.975%) 100 937 103 010 104 736
Net Income 390 151 408 189 414 632

Considering the low increase in revenue estimated in table no. 26, the COGS (Cost of
Goods Sold) and Gross profit were calculated based on information about profit
margins (40%). Operating expenses were used from the cost estimation on page 130 and
projected as growing in years 2 and 3 as the pessimistic scenario unfolds with
growing operating costs to increase the market share. The rest is calculated using
corporate and trade tax that were estimated on page 120. Interest expenses are not
considered as the company plans to fund this expansion itself.

Cash flow statement projection (Year 1-3)

Table 28: Projected cash flow statement in pessimistic scenario, (Source: own creation, 2024)

Description Year 1 (EUR)
Cash Flows from Operating Activities

390 151

Year 2 (EUR) | Year 3 (EUR)

Net Income 408 189 414 632

Adjustments for:
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(+) Depreciation 3000 3000 3000
Net Cash Provided by
_ o 393151 411 189 417 632
Operating Activities
Cash Flows from Investing Activities
(-) Capital Expenditures 47 654 0 0
Net Cash Used in Investing
o 47 654 0 0
Activities
Cash Flows from Financing Activities
(+) Initial Capital Investment 25000 0 0
Net Cash Provided by
) ) o 25000 0 0
Financing Activities
Net Cash Before Operating
370 497 411 189 417 632
Expenses
(-) Operating Expenses 260 038 230000 240 000
Net Increase (Decrease) in Cash 110 459 181 189 227 040
Beginning Cash Balance 0 122 381 291 648
Ending Cash Balance 110 459 291 648 506 796

Despite the pessimistic scenario, the cash flow statement indicates a healthy cash

generation from operating activities coming up to 144 381 EUR in the first year. The

ending cash balance indicates that the company has strong liquidity and financial

flexibility even under less favorable conditions. However, this results are way under

the average financial performance of the closest competitors to ToolGut.

Balance sheet projection (Year 1-3)

Table 29: Projection of balance sheet for pessimistic scenario, (Source: own creation, 2024)

Description Year 1 (EUR) | Year?2 | Year 3 (EUR)
(EUR)
Assets
-Cash 110 459 291 648 506 796
-Computers & Phones 17 500 17 500 17 500
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*(-) Accumulated Depreciation 3000 6 000 9000
-Net Computers & Phones 14 500 11 500 8 500
-Inventory 484 761 495 688 499 385
Total Assets 609 720 798 836 1014 681
Liabilities 0 0 0
Equity 609 720 798 836 1014 681
Total Liabilities & Equity 609 720 798 836 1014 681

The pessimistic scenario balance sheet indicates modest growth in total assets mostly
driven by phase increases in inventory and cash, reflecting the revenue growth. The
inventory in a pessimistic scenario is set to increase hand in hand with the revenue

considering no growth in product prices.
4.7.3. Optimistic Scenario

The positive case anticipates that the market entry will be highly successful with a
strong uptake and positive market trends. It is hypothetical conditioning with perfect

economic situation.

Revenue growth projection (Year 1-3)

Table 30: Optimistic scenario revenue growth projection, (Source: own creation, 2024)

Year Revenue Growth
1 20%
2 25%
3 30%

Higher revenue growth anticipates a very favorable market condition and errorless
expansion process execution, exceptional marketing performance and strong

consumer demand.
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Income statement projection (Year 1-3)

Table 31: Projection of income statement in optimistic scenario, (Source: own creation, 2024)

Description Year 1 (EUR) Year 2 (EUR) Year 3 (EUR)
Revenue 2 499 999 3124 999 4062 499
COGS (60%) 1499 999 1874999 2 437 499
Gross Profit (40%) 1 000 000 1 250 000 1625 000
Depreciation 3000 3000 3000
Operating Expenses 261 038.4 197 045 182 341

-operating costs 163 384 147 045 132 341

-contingency fund 50 000 50 000 50 000

-investment into expansion 47 654.4 0 0
Operating Income 735 962 1049 955 1439 659
EBT 735962 1049 955 1439 659
Corporate Tax 116 509 166 232 227 817
Trade Tax 124 868 178 123 244 213
Net Income 494 585 705 600 967 629

In an optimistic scenario the revenue was calculated based on projected revenue growth
in table no. 30. The operating expenses are the same in year one based on cost estimation,
the further projection favors the optimistic scenario, and the operating expenses are
considered to decrease thanks to operational efficiencies or optimization. The rest of
the income statement is calculated accordingly. The optimistic scenario favors the
company growth in the net income by 42.5% from year 1 to year 2 and by 37% from

year 2 to year 3.

Cash flow statement projection (Year 1-3)

Table 32: Projection of cash flow statement in optimistic scenario, (Source: own creation, 2024)

Description Year 1 (EUR) | Year 2 (EUR) Year 3 (EUR)
Cash Flows from Operating Activities
Net Income 494 585 705 600 967 629

Adjustments for:
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(+) Depreciation 3000 3000 3000

Net Cash Provided by 497 585 708 600 970 629
Operating Activities
Cash Flows from Investing Activities

(-) Capital Expenditures 47 654 0 0
Net Cash Used in Investing
Activities 47054 ° °
Cash Flows from Financing Activities
(+) Initial Capital Investment 25000 0 0
Net Cash Provided by
Financing Activities 2> 00 ° °
Net Cash Before Operating 474 931 708 600 970 629
Expenses

(-) Operating Expenses 261 038 197 045 182 341
Net Increase (Decrease) in 213 893 511 555 788 288
Cash
Beginning Cash Balance 0 213 893 725 448
Ending Cash Balance 213 893 725 448 1513736

The optimistic scenario shows a great increase in cash balances over the designated

period, which indicates the financial health of a company as well as solid growth. The

company can generate cash from its operations. Such a scenario sets the company up with

sustainable growth.

Balance sheet projection (Year 1-3)

Table 33: Projection of balance sheet in optimistic scenario, (Source: own creation, 2024)

Description Year 1 (EUR) | Year 2 (EUR) Year 3 (EUR)
Assets
- Cash 213 893 725 448 1513 736
-Computers & Phones 17 500 17 500 17 500
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*(-) Accumulated 3000 6 000 9 000
Depreciation

Net Computers & Phones 14 500 11 500 8 500
-Inventory 484 761 513 219 667 524
Total Assets 713 154 1250 167 2189 760

Liabilities 0 0 0

Equity 713 154 1250 167 2 189 760
Total Liabilities & Equity 713 154 1250 167 2189 760

In the optimistic scenario, it can be projected that the prices of products are going to

increase annually by 5% and that the revenue difference is > difference in inventories.

4.7.4. Realistic Scenario

In this case, the realistic scenario presents a balanced point of view that is based on real
market conditions and industry trends. Such a case supposes that the company will

implementall the actions of its strategy of market introduction, though it can face many

of the regular challenges the new market may throw upon.

Revenue growth projection (Year 1-3)

Table 34: Realistic scenario revenue growth projection, (Source: own creation, 2024)

Year Revenue
Growth

1 10%

2 15%

3 20%

The projections of realistic growth rates are based on the current market dynamics.

These rates are on the condition of efficient marketing and brand image also being

good.
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Income statement projection (Year 1-3)

Table 35: Projection of income statement in realistic scenario, (Source: own creation, 2024)

Description Year 1 (EUR) | Year 2 (EUR) Year 3 (EUR)
Revenue 2 291 666 2635416 3162 499
COGS (60%) 1375000 1581 250 1897 500
Gross Profit (40%) 916 666 1 054 166 1264 999
Depreciation 3000 3000 3000
Operating Expenses 261 038.40 213 384 213 384

-operating costs 163 384 163 384 163 384
-contingency fund 50 000 50 000 50 000
-investment into expansion 47 654.40 0 0
Operating Income 652 628 837 782 1048 615
EBT 652 628 837782 1048 615
Corporate Tax 103 292 132 575 165 935
Trade Tax 110 826 142 174 177 921
Net Income 438 510 563 033 704 759

The realistic scenario projections offer realistic and most possible outcome of this
expansion if expansion process is executed properly and the company can face its risks
effectively, while still considering challenges on the German e-commerce market. The
revenue was calculate based on revenue growth projection in table no. 34, as well as
operating expenses are considered to stay the same in all three years in the realistic
scenario. The outcome still favours growth of the company in a steady rate. Year 1 to
year 2 net income growth by 28%o and year 2 to year 3 by 25%, slowing the growth rate

a little.

Cash flow statement projection (Year 1-3)

Table 36: Projection of cash flow statement in realistic scenario, (Source: own creation, 2024)

Description Year 1 (EUR) | Year 2 (EUR) Year 3 (EUR)
Cash Flows from Operating Activities
Net Income 438 510 563 033 704 759
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Adjustments for:
(+) Depreciation 3000 3 000 3 000

Net Cash Provided by 441 510 566 033 707 759
Operating Activities

Cash Flows from Investing Activities

(-) Capital Expenditures 47 654 0 0
Net Cash Used in Investing

. 47 654 0 0
Activities

Cash Flows from Financing Activities
(+) Initial Capital Investment 25000 0 0
Net Cash Provided by

Financing Activities 2> 00 0 0
Net Cash Before Operating 418 856 566 033 707 759
Expenses

(-) Operating Expenses 261 038 213 384 213 384
Net Increase (Decrease) in 157 818 352 649 518 373
Cash
Beginning Cash Balance 0 157 818 494 375
Ending Cash Balance 157 818 510 467 1004 842

The realistic scenario proves that the company has ability to accumulate cash effectively
and steadily, increasing it annually, which support the sustainable growth of the

business.

Balance sheet projection (Year 1-3)

Table 37: Projection of balance sheet in realistic scenario, (Source: own creation, 2024)

Description Year 1 (EUR) | Year 2 (EUR) Year 3 (EUR)
Assets
-Cash 157 818 510 467 1004 842
-Computers & Phones 17 500 17 500 17 500
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*(-) Accumulated
Depreciation 3000 6 000 9 000
-Net Computers & Phones 14 500 11 500 8 500
-Inventory 484 761 557 278 604 292
Total Assets 657 079 1079 245 1617634
Liabilities 0 0 0
Equity 657 079 1079 245 1617 634
Total Liabilities & Equity 657 079 1079 245 1617 634

In realistic scenario it can be estimated that in 1%t and 2" year the prices remain the
same and in year 3 the prices increase by 5%. The revenue and inventory increase in
the first two years are directly proportional and year three considers the price increase

(revenue difference is > difference in inventories). The balance sheet projects a balanced

growth trajectory.

All three scenarios serve as evidence that clearly indicates a sustainable business activities

varying in the effectiveness of growth rate on the German market.

4.8. Implementation Timeline

4.8.1. Gantt Chart & KPIs

In the appendix number 18 a timeline of the expansion plan was implemented using the

Gantt Chart. The activities were divided into six categories:

e Project initiation

e Legalities & Compliance

e Technology set-up

e Marketing & Advertisement
e Warchousing & Logistics

e FEvaluation
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The project initiation phase includes activities such as setting goals, reviewing this
thesis (research and proposals), establishing roles and responsibilities as well as

contacting proper parties (agencies, experts, specialists...).

Legalities and compliances include tasks related to company creation, opening a bank
account, preparing all necessary legal documents for the online store (GDPR

compliances, terms, and conditions, return policy, ...).

Technology set up will require to register and set up the online store, set up the customer
support, translate and localize the website.

Marketing activities include keyword translation and localization, setting up social
media, preparing content and creating future campaigns for the online store and social
media as well as preparing PPC campaigns for the web and analysing SEO efficiency.
This project phase will be concluded by launching the website of the online store to the

public and testing.

In the meantime, the warehousing and logistics partnerships will be necessary to
establish as well as new supply chain process (redirecting suppliers’ delivery to

Dortmund).

Last part of the expansion will be the evaluation/monitoring process that will monitor

progress and success of the online store in terms of set KPlIs:

e Number of visitors of the website,

e Number of orders,

e Positive reviews,

e Conversion rate,

e Effectiveness of PPC campaigns,

e Effectiveness of social media accounts
e Social media account growth,

e Social media engagement,

e Revenue growth.
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Tracking and monitoring the process also includes areas such as:

e Number of unfinished customer journeys, to find aspects when the customer
often leaves its shopping process (shopping cart page, payment page, contact info
page...). These different pages could have language, technical or preference
issues and it’s important to get rid of these issues and improve the customer

journey for better conversion.

Tracking expenses and evaluation of the whole expansion process, creating expansion
report that would track successes as well as failures to learn from in future expansion
processes to other countries. This would be so call, and expansion know-how guide. The
whole process of this expansion project implementation could start at the beginning
of June 2024 and could be finished in middle of October 2024, which makes the process
about 4.5 months long, which is an average period for ecommerce cross-border
expansion with help of agencies and specialists. If the company decides to take some of

the tasks in-house, the process could be extended by 3-4 more months.
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Conclusion

International expansion is a major step for any company seeking success abroad. The
process is highly complex, time-consuming, risky and necessitates great preparation.
However, when all done and planned properly, fruitful results wait for the most successful
ones. The primary goal of this thesis was to find out whether Germany was a viable
market for expansion of a Czech online store selling professional, hobby, and gardening

tools and then proposing an expansion plan in a positive case scenario.

In the first part of this thesis the purpose of the topic was explained, goals and subgoals
determined, approaches explained, and proper methods assigned to these approaches,
with proper method description. In this part the research question was formulated, which

guided the analyses included in this thesis.

The theoretical part covered all important and relevant topics for understanding the core
of the international ecommerce expansion connected with all internal and external
analytical methodologies used inthe thesis. Literature review was closed off with a visual
scheme representing the road map of this thesis to clarify the journey to the reader and
understand the logical process of this thesis creation process. This part of the thesis
created a solid foundation that was utilized for the remaining part of the work.

The analytical part of this thesis focused on the exploration of the external and internal
environment of the company. Starting with company introduction about its formation,
business objective, product categories, customers, and suppliers, which provided
necessary context for understanding what industry had to be suspected to analysis as well
as for proposal contents. The external analysis covered areas including the political,
economic, social, technological, legal, and environmental factors that in result the
expansion goals of the company with strong political system in Germany, healthy
economy, strong ecommerce infrastructure as well as challenge this expansion with strict
legal system and differences in consumer preferences. The external analysis further
provided supportive information for the expansion with strong and growing ecommerce
sector in Germany, growth predictions for home improvement and DIY market. The
internal analysis of the analytical part investigated the balance of the company withing
its systems, structure, strategy, skills, values, style, and staff, as well as the financial

health of the company, that provide evidence of strong balance and strong financial health
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of the company with areas for improvement. The analytical part also focused on risk
analysis using the probability and impact risk matrix for better identification of potential
threats to entering the new market, which resulted in some high and low risks connected
with the expansion. To summarize all analyses to get the final output, SWOT analysis
helped gather and categorize identified positive and negative factors which were then
scored and weighted using the EFE and IFE matrices. These matrices provided results for
both internal and external position of the organisation, that came out to be above average
to highly performing, confirming that the expansion to the German market is inalignment
with both environments of the company. The research question was answered.

Proposals offered an expansion plan that was set to guide the company towards successful
ecommerce expansion into the German market. This plan focused on the market entry,
proposing optimal location, distribution and warehousing centre, establishment of
necessary partnerships as well as localization of important areas such as website
localization, customer support, brand localization, phone number and information sources
for customer. The plan further focused on the product and pricing decisions emphasizing
the different usage of pricing strategies and product differentiation method for better
position towards other competitors on the market. Important legalities such as formation
of company, necessary certifications and taxation initiatives were also covered in this
plan. Marketing is an inseparable part of expansion activities and proper localization of
both PPC and SEO tools will enhance the visibility of the online store. Social media play
major role in catering to customers, that is why major platforms were also mentioned in
this part of the plan. No plan can survive without proper risk management, that is why the
risk mitigation proposals answered the risk matrix conducted in the analytical part of the
thesis and proposed solutions in case any of the scenarios became reality. The plan then
continued with cost estimation of the major aspects related to the expansion process,
covering one-time expenses as well as year-long activities such as rental prices, labour
costs and similar. The overall expansion process came out highly costly, however
considering the company’s well positioned financial health, its able to manage such a
short-term financial burden that should in return generate profits. Financial projections
for the expansions were prepared in three scenarios: pessimistic, optimistic, and realistic,
projecting income statements, cash flow statements and balance sheet. These projections

are an evidence that indicates that all scenarios offer successful expansion, differing in
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the rate of growth. No plan is complete without timeline of implementation, therefore the
tasks related to the expansion process were visualized via Gantt Chart, which projected
the process to be 4.5 months long. Overall, the sub-goals and the primary goal set at the

beginning of this thesis were achieved.

In entering boldly into the German ecommerce market, this thesis is a demonstration of
embracing. Embracing the risk of expansion, as T.S. Eliot’s quote suggested in the
introduction, not only reveals how far one can go but also paves the way for new

opportunities in the international ecommerce sphere.
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Appendix 2: Customer Avatar B, (Source: own interpretation of McGruer, 2020)
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Appendix 3: Customer Avatar C, (Source: own interpretation of McGruer, 2020)
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CONFERENCES:

"BYDLENT & ZAHRADA™ (LIVING
& GARDEN) EXPO

INFLUENCERS:

KUTILTOM YOUTUBE
aDIY_PRAGUL - INSTAGRAM
OTIERS:

DIY FORUM CR, "PODNIKAVY
KUTIL® (ENTERPRISING
HANDYMAN) PODUAST

A CHALLENGES

« BALANCING A
DEMANDING CAREER
WITH FAMILY TIME AND
PERSONAL INTERESTS

« STAYING COMPETITIVEIN
THE REAL ESTATE
MARKET

CUSTOMER

[l; PAIN POINTS

IFEARSTRUSTRATIONS)
« MANAGING CLIENT

ETHNICITY: WHITE EXPECTATIONS WITH
PERSONAL
COMMITMENTS
+ FINDING QUALITY TIME
MARITAL TO DEDICATE TO DIV
STATUS: MARRIED PROJECTS
NOJAGE
3 2
CHILDREN: -=.......ccocciiaacee. OBJECTIONS TO
THE SALE

« CONCERNS ABOUT THE
COST VS. VALUE OF REAL
HOBBY TOOLS

* SKEPTICISM REGARDING
THE PRACTICALITY AND

OF PRAGUE

OCCUPATION:REAL ESTATE APPLICABILITY OF DIV
TOOLS FOR HIS PROJECTS
AT ROLE IN THE
.I:)GB nT/If};oIKELE‘Ru' ........ A PI.-R CH ASE
""""""""""""""""""""""" PROCCESS
+ DECISION-MAKER FOR
ANNUAL INCOME: 600K CZK BOTH PROFESSIONAL
TOOLS'SERVICES AND
PERSONAL HORBBY-
LEVEL EDUCATION: RELATED PURCHASES
« INFLUENCER IN FAMILY
POSTGRADUATE

DECISIONS. WITH A FOCUS
ON EDUCATIONAL AND
DEVELOPMENTAL TOOLS
FOR HIS CHILDREN
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Appendix 4: Question 1 of Questionnaire, (Source: own interpretation of questionnaire results, 2024)

Q 1. What is your age group?
40.00%

35.00%

30.00%

N
o
o
Q

o

0

20.00%

10.00%
0.00%

25-34 18-24 35-44 45-54 55-64 Under 18

% of Respondents
=
(9]
o
o
x

Age Group
Appendix 5: Question 2 of Questionnaire, (Source: own interpretation of questionnaire results, 2024)
Q 2. Which region of Germany do you live in?

Nordrhein-Westfalen [N 2.20%
Hessen (Hesse) NG 6.70%
Hamburg I 8.90%
Niedersachsen (Lower Saxony) [ NNNRNEGEGEGEGEGEGEEEEE 11.10%
Bayern (Bavaria) [N 11.10%
Bremen I 13.30%
Sachsen (Saxony) N 13.30%

000% 200% 400% 600% 800% 10.00% 12.00% 14.00%
% of Respondents

German Regions
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Appendix 6: Question 19 of Questionnaire, (Source: own interpretation of questionnaire results, 2024)

Q 19. Please rank the following aspects of products
offerings in online stores in order of importance to you.

4.5
4 3.81
o> 3.5
=
X
c 3 2.548
X s
3 1.952
§ 2 1.69
é_ 15
= 1
0.5
0
Product Quality Variety of Products Exclusive Products After-sales Support &
Warranty

Product Aspects Offered in Online Stores

Appendix 7: Question 22 of Questionnaire, (Source: own interpretation of questionnaire results, 2024)

Q 22. To what extent do cultural events or seasons
affect your shopping patterns for tool and garden
equipment

50.00% 45.20%
45.00%
o 40.00%
é 35.00%
< 30.00%
& 25.00% 21.40%
()
@’ 20.00%
(-
© 15.00%
S 10.00%
5.00%

0.00%
Somwhat affects my purchases Greatly increases my purchases No impact on my purchasing
during specific events/seasons patterns

Extent of Influence

33.30%
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Appendix 8: Question 4 of Questionnaire, (Source: own interpretation of questionnaire results, 2024)

Q 4. Before today, were you aware of CALWENO, a Czech online store specializing in
tools and garden equipment assortment selling?

Answer Amount Ratio
No 42 100%
Yes 0 0%

Appendix 9: Question 5 of Questionnaire, (Source: own interpretation of questionnaire results, 2024)

Q 5. How does the name CALWENO resonate with you
in terms of sounding foreign and representing the
business objective of selling tools and garden

equipment?
70.00%
59.50%
«» 60.00%
I=
é 50.00%
S 40.00%
3
0,
E 30.00% 21.40%
o
S

20.00% 11.90%

0.00%
It sounds foreign and It does not sound foreign It sounds foreign but It does no sound foreign
does not clearly but does not clearly clearly representsthe  and clearly represents
represent the business  represent the business business objective the business objective
objective objective

Company Name Background and Relevance Resonation
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Appendix 10: Question 6 of Questionnaire, (Source: own interpretation of questionnaire results, 2024)

Q 6. Considering COMPANY'S expansion into the
German market, how important do you think it is for
the company to adopt new name that might resonate
more with German consumers?

Not important at all \ery important

Importance Scale

Appendix 11: Question 7 of Questionnaire, (Source: own interpretation of questionnaire results, 2024)

Q 7. When you see to logo of CALWENO, how well do
you feel it represents the brand?

35% 31%
30% 28.60%
wn (]
IS 23.80%
2 25%
S 20%
7y 14.30%
&) 15%
S 10%
S 5%
0%
Not at all - The  Nautral - I have no Not very well - The Somewhat well - Very well - The
logo fails to strong feelings logo does not  The logo somewhat logo excellently
communicate  about who well the adequately represents what the communicates what
anything logo represents the represent what the company is about the company stands
meaningful about brand company stands for could be clearer for

the company
Logo Relevance
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Appendix 12: Question 8 of Questionnaire, (Source: own interpretation of questionnaire results, 2024)

Q 8. Considering COMPANY'’S expansion into the
German market, how strongly do you feel a new logo
design is needed to better represent the brand to
German consumers?

Not at all Very strongly

Importance Scale

Appendix 13: Question 11 of Questionnaire, (Source: own interpretation of questionnaire results, 2024)

Q 11. How does the origin of a brand (e.g., Czech)
influence your perception of its quality and reliability
in the tools and garden equipment sector?

= No influencec, | judge based on product
quality and brand representation.

= Slightly wary, | prefer barnds with a
local presence or history.

= Positively, | pervieve foreign brands as
offering something unique.

Negatively, I am hesitant about foreign
brands due to concerns about service
and support.
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Appendix 14: Question 9 of Questionnaire, (Source: own interpretation of questionnaire results, 2024)

Q 9. What qualities do you preferin alogo when it
represents an online store for tools and garden

equipment?
30.00%
26.10%

25.0000 235000
) 20.90%
T 20.00%

8 (o]

€ 15.70%
& 15.00%
(&)
0
‘S 10.00% 7.80% o 10%
o\o . (]

5.00% .

0.00%

Memorability ~ Simplicity Modernity ~ Relevanceto Traditionalism Colorfulness

the industry
Logo Qualities

Appendix 15: Question 10 of Questionnaire, (Source: own interpretation of questionnaire results, 2024)

Q 10. Which of the following brand elements do you
find most appealing when considering online stores for
purchasing tools and garden equipment?
Strong Online Presence [N 6.70%
Sustainability Practices NG 10%
Innovative Product Range NN 14.20%
Competitive Pricing I 20%
Customer Service Excellence [INNNIEINIGNGEEN 21.70%
Quality of Products I 27.50%

Brand Elements

0.00% 5.00%  10.00%  15.00%  20.00%  25.00%  30.00%
% of Respondents
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Appendix 16: Question 12 of Questionnaire, (Source: own interpretation of questionnaire results, 2024)

Q 12. What type of communication from CALWENO,
would make you more likely to trust and purchase from
the brand as it expands into the German market?

Collaborations with well-known German influencers 0%
or brands in related sectors T

Stories highliting the brand’s history and values | N N NI 14.80%
Active engagement on social media, including I 15.40%
responses to customer feedback 1

Promotions and discounts exclusive to the German
i I ¢ 10%
Transparency and detailed product information | NN :0.60%

Communication Type

0.00% 5.00% 10.00%15.00%20.00%25.00%30.00%35.00%
% of Respondents

Appendix 17: Ecommerce Net Sales of TOP Online DIY & Home Improvement Companies in Germany
for 2021, (Source: own interpretation of Statista, 2021)

Top Online Storesin the DIY & Home Improvement
Sector in Germany in 2021, by Ecommerce Net Sales (in
million USD)

globus-baumarkt.de | NN 102
casando.de [NNEGEG 145
bauhaus.info _ 307
obide |G -8
hornbach.de [ N o3

0 100 200 300 400 500 600
Ecommerce Revenue in Million USD

Online Stores
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Appendix 18: Proposed Expansion Timeline in Gantt Chart, (Source: own creation, 2024)

ExpanSion pl'Oject Projectstart:  Mon, 6/3/2024

ToolGut Comp  Project lead Display week: 1

SIMPLE GANTT CHART by Vertex42.com

i/ Inpenyetiantz comEscalTompiaeasiple Sam-char sk Jun3,2024  Jun 10,2024 | Jun 17,2024 | Jun24,2024 = Jul 1,2024 Jul 8, 2024 <l Jul 15,2024 | Jul 22,2024 | Jul 29,2024 = Aug5,2024 | Aug 12, 20244 Aug 19,2024 | Aug 26,2024 | Sep2,2024 = Sep9, 20244 Sep 16,2024 | Sep 23,2024 | Sep 30,2024 | Oct7,2024 | Oct 14, 2024
TASK ASSIGNED TO 'ROGRES! START  END :|:|:|:[:|;|: ‘:g'v'[:;‘ﬁ:f:[: :|:1:|:|:yf|f :}ﬂ:mflf\: "'I:i"'l:l :| :|: :| :f:f:f:f:]:y‘:y?]:y‘ﬁ‘:[:f; :|?]:|f|:[ls1|: ‘.’]’,';ﬂma :\: :|:[v1'i:|:|‘s.|1s‘ ‘:|‘:;:f:[’:\:;:y:;ﬁm?[?\: :|¥]:|?|:]:s'[; :1:\;1:]:|;|: :|:|:|':|?|';[|:|:|?\:;:[:\'s'|): :]:|:§:|':|:[: :|:|:,y:) :;:\: :|:1;|:|‘:|‘:|‘: :|1:|:;‘:|?|':y:

Define goals Expansion specialist + Owner 0% 3/6/24 616/24 -
Review analy: External specialist + Owner 0% 624 86124 m
Establish role: Expansion specialst 0% 8624 86 |
Contact releve Expansion specialist 0% 8624 23624

Company fom Expansion specialit + Owner + Lawyer 0% 25624  23(7/24
GDPR compli Expansion specialist + Lawyer 0% 25624 /7124
Preparation of Expansion specialist + Lawyer 0% 256024  5/7/24
0%
0%

Opening a bar Expansion specialist + Owner + Agency 25/6/24  25(7/24
Retum policy Expansion specialist + Lawyer 260624 30/6/24
Technology Setup
Register and ¢ Owner (Technical specialist) 0% 23724 2817124
Customer sup Expansion agency 0% 28(7124 718124
Website trans Translation agency 0%  287/24  17/8/24
Website locali German specialist 0% 17/8/24  27/8/24
Marketing & Advertisment o
Keyword trans German SEO specialist 0% 287124  12/8/24 »
Set up of PPC Expansion agency 0% 12/8i24  17/8/24
 Complex SEC SEO specialist 0% 12824 22824
Set up of soci: Social media specialist 0% 12/8/24  17/8/24
Setting up car Campaign specialist 0% 1718124 6/9/24
Preparation of Content specialist 0% 12/8/24  11/9/24

Website launc Expansion specialist + Owner + Agency 0% 11/9/24  14/9/24

Evaluation
Monitor progre Expansion specialist 0% 14/9/24 14110124
Track expenst Owner + Accountant 0% 14/9/24  14/10/24
Evaluate prog Expansion specialist + Owner 0% 1511024  20/10/24

Insert new rows ABOVE this one
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