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w Easy control of the sourcing chain

w Flexibility regarding production and services

W Ability for product development

w Shorter lead times, smaller production lots

W Ease of communication, low cultural barriers

w Development of relationship management ¢ direct collaborations
w Lower transportation cost

Flexibility ¢ Product development ¢ Relationship Management
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W Up market products
W Increased flexibility
w Improved product availability or stock service
W Joint product development
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W Quick response systems
w Shared risks and rewards

You can gain:
W Bargaining power
w Higher share of added value
W Long term relationships
W Increased know how
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Sector strategy Company strategy
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w Fashion

w Quality

 Reliability Hard selling strategy

W Increase profits

| | w Strengthen market

position

Spearhead strategy
w Task force
w Country projects
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Selected sourcing methods for Textile and Clothing Products

Production orientation

Marketing orientation

Indirect Global Sourcing

Direct Global Sourcing

Speed Sourcing

Active Direct Selling

Low share of total
added value

High share of total
added value



Methods of bringing Apparel Products to the EU Market

Indirect Global Sourcing

Direct Global Sourcing

Speed Sourcing

Active Direct Selling

wThe customer usually has no interference with the daily business of the
supply chain

wThe customer does not need to set up his own supply chain

wThe customer pays only if the merchandise is delivered according to his
requirements

wFavorable method for the price intensive segment or for basic articles
wEqually favorable for large corporations as well as smaller customers
wEnables the customer to concentrate on his retail operations rather
than on the sourcing processes

wBargaining power remains in the hands of the buyer, either the
European company or the intermediary.

wPredictable long term relationships are difficult to establish

wBuyer loyalty is hard to get



Methods of bringing Apparel Products to the EU Market

Indirect Global Sourcing

Direct Global Sourcing

Speed Sourcing

Active Direct Selling

wDirect involvement into the supply chain

wControl of the overall supply chain

wPossibly lower costs as there are no intermediaries

wCloser ties and commitments between customer and supplier

wDirect cooperation with suppliers, enabling a greater diversification of
products and designs as well as a more direct control of quality

wFavorable method for the relationship management intensive segment
wFavorable for medium sized customers

wlndispensable for customers using ECR methods/Vendor Managed Inventory



Methods of bringing Apparel Products to the EU Market

Indirect Global Sourcing

Direct Global Sourcing

Speed Sourcing

Active Direct Selling

wWRequires great flexibility and a quick access to appropriate
raw materials

wSmall production lots must be possible

wTraditionally done within or near Europe - relationship
management intensive.

wOccasionally realized through formal or informal
partnerships



Methods of bringing Apparel Products to the EU Market

Indirect Global Sourcing

Direct Global Sourcing

Speed Sourcing

Active Direct Selling

wRequires extended knowhow in product development, marketing
and sales organization

wMost promising long term strategy

Where is an added knowhow and organizational structure benefit
when expanding on the local Indian market



Methods of bringing Apparel Products to the EU Market:
The ADIDAS example

Adidas has appr. 700 suppliers in 60 countries that fall into 4 major
categories:

WA few main suppliers, with which Adidas has cooperation
contracts. They manufacture items for the local market and for
exports.

wSubcontractors of the main suppliers, which do not deal directly
with Adidas but must be approved by them.

wFabric and raw material suppliers, who sell their products to the
main suppliers and subcontractors and

wLicensees, who manufacture and sell products on specific markets.



Methods of bringing Apparel Products to the EU Market:
Services overview

wReservation of capacity

wQuick response

wAcceptance of small orders

wCooperation in product development and design
wCollaboration on commercial and promotional activities
wCoordinating and incorporating a broader flow of supplies
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indirect sourcing passi\(e direct active direct sogrcmg/ active direct selling
sourcing speedsourcing
Third party, Direct contact Key account Agents or own
buying office customer/supplier, agent sales organization

Market proximity



Organizing Sales in the EU Market

Textiles Apparel
Importers - 6-20% mark up 25-40% mark up
Stock Holding
Agents
Agencies or Free 1-5 % commission 8-12 % commission
Lance Agents Up to 14% for initial
market entry

Key Account Agents | Total annual cost incl. travel
100.000 ¢ 120.000 € plus bonus

wFor textile products and some basic apparel products it is advisable to
hold some stock in Europe for quick deliveries.
wWhenever possible, key account agents are the better option

V they allow you to control the sales operations directly

V you can implement your own market strategy without
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Alternative methods of selling to the EU
wWAcquiring European companies with suitable distribution
networks and logistics facilities

wWEntering logistics and distribution agreements with European
manufacturers of similar but not directly competing products

wCooperating with European manufacturers producing
complementary products



Before trying to sell on the European market

wChoose the right market. Big EU countries do not usually offer the
best chances.

wExamine the market and the competition on the spot
wAcknowledge your strengths and weaknesses

wTest your products locally

wMake the necessary adaptations to your products

wExamine and evaluate the available distribution networks
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wLocate the right potential clients
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wSet up your sales and marketing plan
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Get to know them!

Go and get them!

Thank you for your attention



