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1. EXECUTIVE SUMMARY

1.1 BUSINESS IDEA

The business idea of Glamart Milano is born from the necessity to support and lead the classic
furniture micro-enterprises of “Brianza” district in the management of their presentations at “Salone
Internazionale del Mobile” and more in general in the creation of widespread distribution channels.
Most of these artisan companies, characterized by a long history and extremely high level of quality
in the realization of the products, in the last years are facing serious difficulties in obtaining good
levels of profitability from the participation at “Salone Internazionale del Mobile”.

The markets and the expectations of customers have deeply changed due to the trend imposed by
the big leaders of this sector. In a context in which, for the clients, factors of brand image and
awareness are even more important than the product itself, these big companies have radically
changed the approach to the international exhibitions, among which the most important is “Salone
Internazionale del Mobile” in Milano, increasing a lot the costs to realize very impressive
presentations. The original concept of furniture exhibitions, characterized by the presentation of
standard collections with some furniture complements, has been pushed towards a new idea of
stands furnished like real houses complete of everything: parquets, boiseries, doors, ceilings, pieces
of furniture, chandeliers, curtains etc...

The customers of this luxury segment have rapidly adapted their expectations to these new
standards and the small artisan companies, whose budget doesn’t allow them to reach such
impressive and complete presentations, have lost their attractiveness in clients’ eyes. Micro-
enterprises’ market shares decreased drastically and with them also the possibilities to get big orders
for complete customized furnishings, which became lower and lower.

In this contest, the ambition of Glamart Milano is to be in charge of the overall management of a
joint participation to “Salone Internazionale del Mobile” by artisan micro-enterprises, in a win-win
project. The company will manage all the aspects related to the fair participation: from the phase of
preparation to the follow-up activities and orders management, with the goal of reducing costs for
the single enterprises, creating an impressive presentation and building a strong commercial system.
A crucial aspect for Glamart Milano will be the strategic structuring of the marketing campaigns
aimed at building a strong brand image and at diffusing all over the world the knowledge of Italian
excellence in classic furniture artisan production.

The revenues of the company will come from the fees paid by the micro-enterprises that will join

the project and mainly from a commission of 12% on all their sales generated by Glamart Milano.



1.2 BUSINESS AREA ATTRACTIVENESS

The competitive context in which Glamart Milano is going to enter is the Italian luxury furniture
production for high-end consumers coming from all over the world. A special focus of the company
will be on the organization and management of the most important furniture exhibition of the world:

“Salone Internazionale del Mobile”.

This business area is characterized by a small number of big competitors and a medium-high
presence of small enterprises. This aspect, together with the high products differentiations and the
good perspectives of growth, makes the intensity of internal rivalry not very high.

The threat of new entrants is very low due to the high capital requirements, the importance of the
brand identity and the relevance of the learning curve. In this relation it has to be underlined once
again that Glamart Milano will not enter this business area as a real producer, but it will exploit the
existing structures of some micro-enterprises, their “know how” and experience, focusing mainly on
the creation of a strong brand image.

The threat of substitutes is also low. The rich people of the world buy Italian furniture to satisfy
their need of esteem. The purchase of this kind of furniture makes them proud of their houses,
creating in them the perception of being important, posh and elegant. In this relation, considering
the house, the pieces of furniture have usually the highest relevance in satisfying this need, while
other objects like pictures, sculptures, televisions etc... are considered mainly as complements of
the pieces of furniture and not as real substitutes.

Also the position of buyers has a positive influence on the attractiveness of the business area.
Factors increasing their bargaining power, like the availability of clear products information and the
low level of switching costs, are balanced by others decreasing it, like their low relative
concentration and the impossibility for these buyers to integrate themselves backward.

Something similar can be said for the suppliers. In fact, the low differences among the products
supplied and the impossibility to integrate themselves forward balance their relatively high
concentration, with the result of a moderate-low level of suppliers’ bargaining power.

All these factors together make this business area very attractive, even if in the future the crucial
point for the Italian companies will be the capability to maintain and spread all over the world the

awareness of Italian furniture production as the most luxury and of the highest quality.



1.3 RESOURCES AND COMPETENCIES

A. Resources and Competences TO EXPLOIT

¢ The “know how” of the partner companies that will be involved in the project.
¢ The experience of the staff of Glamart Milano in trade fair management.

¢ The history of partner companies in terms of product ranges.

B. Resources and Competences TO DEVELOP

¢ Synergies without conflicts among partner companies.
¢ Business connections with intermediaries in the target markets.
¢ Knowledge about the target markets and the best strategies to penetrate them.

¢ Customers’ loyalty.

1.4 EXPECTED RESULTS

The objectives and the expected results of Glamart Milano for the first years of activity are:
v' To achieve an high profitability
v" To spread Italian artisan manufacturing in the emerging economies of “BRICS”
v" To expand the dimensions of the company
v To reach an optimum level of service for both the partner companies and the final customers

In financial terms the idea is to create a lean structure able to payback in a very short period of time
the low initial investments. During the first year the company will have negative profits, while after
the first participation to the furniture fair, Glamart Milano will start gaining commissions on sales,

and its profits will become widely positive.

1.5 BUSINESS PLAN OBJECTIVES

This business plan has the aim of providing a general view and the guidelines for all the aspects
concerning the start-up company Glamart Milano, in order to promote this business idea at the eyes
of potential associates. Moreover it will be used to introduce the project to potential partner
companies highlighting the advantages that they will have joining Glamart Milano’s plan.



2. GENERAL DESCRIPTION OF THE FIRM

This Business Plan has the aim to present the start-up company Glamart Milano.

Glamart Milano will be an Italian company operating in furniture sector and providing a service in
the overall management of a joint participation to “Salone Internazionale del Mobile”, the most
important international furniture exhibition, by some micro-enterprises of classic pavilions,
presented to the customers through a unique brand. The company will manage the project of sharing
participation costs and creating a set of collections with common features and style. Moreover
Glamart Milano will implement the follow-up activities after the fair and will manage the orders
that will arise.

The company will be based in “Brianza” area, the heart of Italian luxury furniture production,

famous all over the world.

2.1 COMPETITIVE POSITIONING

The competitive positioning of Glamart Milano is explained with the following Abel’s model.

e NEEDS

The particular feature of Glamart Milano is that it aims at satisfying the needs of two sides: the
partner companies and the final customers.

The business idea behind Glamart Milano originates from the necessity of fulfilling in the best way
possible the expectations of the customers visiting “Salone Internazionale del Mobile” taking into
consideration exhibitors’ objectives, possibilities and budget limits.

From customers’ point of view, Glamart Milano wants to satisfy the need of finding an artisan
company selling not only the pieces of furniture in classical style, but also able to follow and to
supply the entire furnishing for a house, offering a “turnkey service”, including pieces of furniture,
boiseries, floors, ceilings, chandeliers, curtains and all what concerns the internal design of an
house.

Instead, for the producers that will join this project of partnership Glamart Milano will offer a
service of complete management of all the activities concerning the participation to the fair. This
service will accomplish the two main objectives of small exhibitors:

- increasing their image and impact on customers;

- reducing the costs of participation.



All these needs have been generated by the trend, imposed by the major groups-companies
operating in the sector of classic furniture that, in the last 5-8 years, have radically changed the way
to approach and manage the exhibition. The initial concept, in which the companies were used to
present only the pieces of furniture with some furniture complements, has been pushed to change in
the direction of presenting the stand as a real house with all what concerns the furnishing. The costs,
mainly in terms of time and materials for the realization of the products, tailored on stand’s
measures and characteristics, increased a lot, creating a huge gap among the presentation of small
enterprises and the medium-big companies, whose budget availability is definitely higher. The
direct consequence has been a strong negative impact on medium-small companies’ profits coming

from fair participation.

e CUSTOMERS

As for the needs, also in the case of customers, Glamart Milano will face two different entities:
- the micro-enterprises that will join the project, paying a fee to Glamart Milano for its services;
- the customers that will be met during the fair and through the follow-up activities, of which
Glamart Milano will manage the orders. Among them there are retailers, architects and private

customers coming from the entire world, in particular from Russia, China, India and Middle East.

e PRODUCT/SERVICE

Glamart Milano will provide the service of managing the joint participation to “Salone
Internazionale del Mobile” by micro-enterprises, operating in the sector of classic furniture and
internal decorations for the house. Glamart Milano will organize and carry out the operations for
fair preparation, the activities during the fair and the follow up process after the exhibition.
Moreover the structure of Glamart Milano is thought to be able to manage the orders, deriving from
the fair itself.

On the other side, at the eyes of the customers, Glamart Milano will appear as a company that can
satisfy all their requirements for what concerns the furnishing of a house, from the purchase of

single collections to turnkey projects.



2.2 ENTERPRENEURIAL TEAM

In the following table is reported a prospect of the entrepreneurial team of Glamart Milano:

ASSOCIATE CAPITAL PAID (€)

Simone Manzoni 20,000 €
Associate B 10,000 €
Associate C 10,000 €

40,000 €

Table 3: composition of Glamart Milano’s society.

Figure 2: An example of customized luxury furnishing that Glamart Milano will propose to final customers.



3. GENERAL DESCRIPTION OF PRODUCTS AND SERVICES
3.1 PRODUCTS AND SERVICES FOR FINAL CUSTOMERS

Glamart Milano will rent a big stand, of about 200 m?, at “Salone Internazionale del Mobile” in
Milano, in which a complete set of products for internal furnishing will be presented. The stand will
be in one of the four pavilions of classic style.

The exposed products will be studied by Glamart Milano in a close cooperation with the partner
micro-enterprises joining the project, in order to create a homogeneous and consistent presentation
at the eyes of the visitors.

The following list is an overview of all the products that will be exposed by Glamart Milano during
the fair:

e Wood parquets

e Boiseries

e Doors

e Pieces of furniture for the different rooms: dining room, living room, bedroom etc...
e Wood ceilings

e Chandeliers

e Curtains

e Carpets

e Sculptures

e Stained-glass

The target is the luxury segment and all the products will be designed and realized in harmony with
this target. They will be of artisan production with a very high level of manufacturing; the raw
materials will be precious and of first choice; the finishes will be environmentally friendly.
Elegance and classy style will be the common features of all the products.

To the final customers, Glamart Milano will offer also the service of complete management of
turnkey projects, for all what concerns the internal furnishing of a house: from the design to the
assembly on site. This service will guarantee to the customers the certainty of an accurate
supervision over the all production process and the saving of a lot of time, otherwise spent in

coordination of the different supplies.
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3.2 SERVICES FOR PARTNER COMPANIES

To the future partner enterprises, Glamart Milano will offer a complete service for all the phases of

preparation of the fair:

e Market analysis

e Visitors’ needs and behaviour analysis

e Competitors’ behaviour analysis

e Research and identification of the new trends concerning furniture trade show
e Concept of the stand

e Products’ concept

e Management of all the paperwork

e Invitations of customers at the event

e Advertising pre-exhibition

During the exhibition Glamart Milano will directly manage the stand providing the appropriate
personnel for a nice welcome to the customers and for a complete and professional introduction of
the products. The personnel will be also skilled for the negotiations and the selling. As base for the
follow-up activities, Glamart Milano will keep track of all the contacts that will be established in
that occasion.

An important part of the services provided by Glamart Milano will concern the follow-up activities:

e Sending of the thanks to all the visitors of the stand

e Creation of some reportages and information materials for an advertisement campaign

e Visit of the most important customers, known in occasion of the fair. These trips will cover
also the most attractive countries and cities for this business

e Developments of local selling networks in the most relevant countries

e Report of costs-benefits performances

Moreover Glamart Milano will be in charge of managing the orders deriving from the fair and after
the fair activities. It will work as an interface to the customers and as an impartial coordinator of the

partner companies, trying to exploit, in the best way possible, the synergies among them.
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4. STRATEGIC PLAN

4.1 VISION

“Spreading Italian luxury and Italian life style with Glamart Milano’s artisan furnishing in

the most beautiful houses of the world”

4.2 MISSION

Glamart Milano wants to safeguard the long tradition of craftsmanship in “Brianza” district,
protecting it from the increasing power of big groups, through the management and coordination of
the efforts of some excellent artisan companies in the contest of “Salone Internazionale del mobile”.
Glamart Milano will direct these companies towards a profitable cooperation, laying the

foundations of a worldwide diffusion of craftsmen’s precious works.

4.3 STRATEGIC OBJECTIVES

The main strategic objectives on which Glamart Milano will focus its efforts, in order to maximize

the associates’ value and satisfaction, are:

¢ TO ACHIEVE AN HIGH PROFITABILITY: the primary and essential goal is to be
profitable in the shortest period of time possible. This will allow the company to pay back
the initial investment, to create a return for the associates and to set a budget for future

investments.

¢ TO SPREAD ITALIAN ARTISAN MANUFACTURING IN THE EMERGING
ECONOMIES OF “BRICS”: the growth of Glamart Milano and the success of its ambitious
project is strictly related to the market share that Glamart Milano will be able to reach in the
emerging countries Brazil, Russia, India, China and South Africa. Starting from a gradual
introduction, the final goal of Glamart Milano in these countries is to become “First in

Mind” brand for Italian luxury internal design and furnishing.
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¢ TO EXPAND THE DIMENSIONS OF THE COMPANY: connected to the previous goal,
this objective expresses the will of Glamart Milano, after having reached a good market
share, to set some branches in those countries mentioned above. In this way Glamart Milano
will be able to manage directly the participation to local furniture fairs and all the activities
connected to them. In fact, the participation to furniture exhibitions abroad is actually very
difficult for micro-enterprises, as the goods can not be brought back home at the end of the
event forcing the companies, in most of the cases, to sell them to local retailers or dealers, at
very low prices. The presence of a local branch, able to manage all the post-fair activities,
would avoid this threat and ease the access of micro-enterprises to these events.

¢ TO REACH AN OPTIMUM LEVEL OF SERVICE FOR BOTH PARTNER COMPANIES
AND FINAL CUSTOMERS: the novelty of Glamart Milano’s project will require at the
beginning the trust of the partner companies. In order to payback their trust, the level of
service provided to those enterprises should be optimum under all the points of view. For
what concerns the final customers it is even more crucial. In fact, the main need of the
customers, in case of turnkey projects, is not to waste time and economic sources, having

everything managed in a perfect way by the supplier.

4.4 EXTERNAL ANALYSIS
ATTACTIVENESS OF THE BUSINESS AREA

Through the model of “Porter’s 5 Competitive Forces” is here evaluated the attractiveness of the
Business Area. The competitive context in which Glamart Milano is going to enter is the Italian
luxury furniture production for high-end consumers coming from all over the world. A special focus
of the company will be on the organization and management of the most important furniture
exhibition of the world: “Salone Internazionale del Mobile”. The direct competitors can be
considered only the Italian brands working in the classic furniture sector as luxury producers. This
because Italy is worldwide recognized as the capital of design and, at the eyes of high-end
customers, it is the first in mind country for production of luxury furniture. Consequently the few
foreign companies present at “Salone Internazionale del Mobile” in the 4 pavilions of “Classic” are
not considered as direct competitors of Glamart Milano.

Even if Glamart Milano won’t be a direct producer, for a consistent and meaningful analysis, the

Business Area will be evaluated with focus on producers’ side.

13
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1. INTENSITY OF INTERNAL RIVALRY : MEDIUM-LOW

Direct competition

¢ Concentration and balance T — ~L (decrease the Intensity of internal rivalry)

HIGH. There are only few companies of big dimensions, providing a service of complete
customized furnishings. A statistic supporting this is given by the ratio among companies whit a
stand at the Salone Internazionale del Mobile 2011 bigger than 200 m?(considering only the
luxury targeted companies) and the total number of Italian furniture producers participating at

the fair in “classic” pavilions. (*)

No. companies stand2200 m2 24

~

: ' 1 Only one exhibitor out of 15 has a
Tot.No.of "classic" companies 363 15 stand bigger than 200 m2.

(*) the 2 basic assumptions of this statistic are:

- to have a strong impact on customers and to make them believe on the capabilities of the company to supply
turnkey projects, a stand of minimum 200m? is necessary;

- almost all the Italian furniture producers of luxury participate to Salone del Mobile.
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¢ Diversity of competitors \L — \L

Even if some companies are an exception, the most of the competitors have a quite similar

background.

¢ Industry growth —= =

Actually we are in a phase of stability of the demand for Italian luxury furniture, in
particular the last trends can be summarized as follow:
- European demand is decreasing due to the world crisis;
- Russian demand, the strongest in the last 10 years, has slowed down, as the market is getting
always more saturated;
- Demand from Middle-Eastern countries can be considered stable as a balance between the
increase of some developing countries, like Qatar, and the drastic decrease of countries with
political uncertainty, like Jordan and Syria.
- Chinese demand, the most relevant of Far East countries, is instead increasing at a very high
pace;
- Indian demand, even if at a slower pace, is following the trend of China;
- Demand from some African and South American countries has a very high future potential but is
actually latent.
The balance of all these trends gives a stable result, but in the medium-short term, if China and
India will continue to develop so fast, the increase of their demand for high-end products,
considering the dimension of their populations, will widely overcome the negative trends of other

countries in the world.

¢ Product differentiations :T — :i«

In case of luxury furnishings the competition is based on image factors and the
differentiation of products comes from the design and philosophy with which they have been
studied. So even if in terms of functionality the existing companies realize very similar products,
they differ in terms of style and presentation. In the context of “Salone Internazionale del Mobile”,
as there are some constraints for the exhibitors, the possibility for the companies to differentiate

their presentation is a bit limited.
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¢ Switching costs \L = T

Final customers and also intermediaries like architectural studios or retailers can easily
change their suppliers. They could run some risks of reliability of the new supplier but these are

quite low.

¢ Fixed costs impact T — T

With the focus on “Salone del Mobile”, the fixed costs, that are mainly related to square
meter cost for the rent of the stand and for the realization of its structure, are pretty high, and this
could push companies to compete not only on factors of image and product presentation but also on
price. It can happen that those companies who see bad results from the first days of fair could do
bigger discounts to push the sales, distorting in some ways the ratio between the prices and the

value perceived by the customers.

¢ Exit barriers \L — \L

o Specialized assets ~L

This business does not require very specialized assets. In case of decision to
exit the business it is quite easy to sell the assets. In fact in an artisan-tailored

production the most relevant and specialized asset is the skilled manpower.

o Fixed costs of exit =

In case existing companies would decide to exit the business area, it
could be difficult to sell all the fixed assets. Instead considering the participation at
the fair, they can decide not to participate without any cost, but they will lose the

right of precedence for eventual future demands of participation.

o Strateqic interrelationships ~L
o Emotional barriers ~L
o Government and social restrictions ~L

Internal rivalry is NOT VERY intensive.

In spite of low switching costs and high fixed costs, the high concentration and the
high product differentiations together with the good perspectives for the industry
growth make the internal rivalry not very intensive.

16




2. THREAT OF NEW ENTRANTS: VERY LOW

Potential competition

A) ENTRY BARRIERS

¢ Economies of scale T = ~L (decrease the Threat of new entrants)

For what concerns standard production the economies of scale are very high. Their
impact is also high for what concerns customized projects. In most cases, indeed, the tailored
products differ only for some features from standard products, keeping high the relevance of

economies of scale.

¢ Capital requirements TT = \L\L

Capital expenditures to enter this business area are very high in relation to the

lending/purchase of the workplace and of the machinery.

¢ Brand identity TT = ~L~L

The brand identity in the luxury furniture context plays a central role and it is

probably even more important than the product itself. After all, regardless of furniture, the luxury

target in every sector recognizes a high importance to the brand identity.

¢ Switching costs ~L = T

Final customers and also intermediaries like architectural studios or retailers can easily

change their supplier. They could run some risks of reliability of the new supplier but these are low.

¢ Access to distribution channel HARD = \L

To find reliable distributors or sales agents in the different parts of the world is one of the
main problems for companies approaching this business area. The brands already in the market

instead have an easier access to distribution channels.
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¢ Cost advantages independent of size T — ~L

This result is based on the following determinants, among which the high importance of the

“Learning curve” prevails on the others factors.

o Proprietary product technology \L
The technology of furniture production is spreading for free.

o Favorable access to raw materials »L
The main raw materials can easily reached by any producer.

o Favorable location »L
Even if the country in which the production is located has a strong impact in
terms of labour costs, in this case, according to what specified before this analysis,
the origin of the goods must be Italy, so there aren’t advantages related to the
location.

o Learning curve TT
In this business the rate of a person’s progress in gaining experience or new skills is
slow. For a worker before being completely autonomous are necessary several years
of experience; only after having gained a deep “know how” an employee can face
the contest of customized furnishing production.

o Government subsidies ~L
There are not special funds supporting this kind of production.

¢ Leqgislation or government actions \L — T

Entering this business doesn’t require particular permission from authorities.

B) INCUMBENT’S EXPECTED REACTIONS Moderate

The reactions of companies in the business towards a new competitor can not have a very strong
impact: what is supposable is a more aggressive advertisement campaign, increasing the new
brand’s initial investment required for this aim; while, being in a luxury context, a price war is very

unlikely.

Threat of new entrants is VERY LOW.
The Entry barriers are very high especially in connection to the capital
requirements, the brand identity and the learning curve. These, together with a
moderate expected reaction of companies already operating in this business area,
make the threat of new entrants very low.
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3. THREAT OF SUBSTITUTES: LOW

Indirect competition

Luxury furniture aim at satisfying the customer’s need of Esteem. Rich people of the world buy
Italian furniture because this makes them proud of their houses, creating in them the perception of
being important, posh and elegant. In this sense many other objects could have this function, like
cars, jewels, clothes, high-tech products etc... but if the area is restricted to the house, the
substitutes of luxury furniture are chandeliers, curtains, carpets, pictures, sculptures, televisions and
ornaments (most of these are products that will be provided by Glamart Milano), that in any case
have a secondary relevance and a lower impact than pieces of furniture, being usually
complementary objects. It is very difficult and rare, indeed, for a customer to buy very luxury
ornaments, carpets etc... and low value pieces of furniture. According to this the threat of

substitutes for luxury furniture can be considered low.

4. BARGAINING POWER OF BUYERS': MODERATE

Downstream competition

¢ Relative concentration \L = \L (decrease the bargaining power of buyers)

There are more final customers and intermediaries than Italian luxury furniture producers.
This because the potential market considered is huge and, even including medium small companies
that participate to “Salone Internazionale del Mobile”, the total number of Italian luxury furniture

producers is relatively small.

¢ Product’s features

o Product differences :T — :\L

o Switching costs \L — T

L As buyers, in this analysis are considered the intermediaries like: architectural studios, retailers, real estate
companies etc... This relates to and takes into account also the fact that Milano Fair is mainly addressed to
intermediaries.
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¢ Buyvers’ characteristics

o Buyers’ profitability — —> —

o Buyers’ ability to integrate themselves backward \L*L — *L\L
In this sector it is very difficult for buyers to integrate themselves backward

due to the high investments and the “know how” required.

o Buyers have clear information about the product T = T
Thanks to the possibility to ask for certifications about materials used in the production,

and as the furniture are not high tech products, the buyers have clear information about
the products, even if they can’t totally know the way in which the production phases are

executed.

Bargaining power of buyers is MODERATE.

The sum of the different factors’ influence is lightly unbalanced towards a low
bargaining power of buyers, but the importance of information about the products
that customers have and the relevance of the low switching costs balance the
situation, so that the Bargaining power of buyers can be considered moderate.

5. BARGAINING POWER OF SUPPLIERS®: MODERATE-LOW

Upstream competition

¢ Relative concentration T = T (increase the bargaining power of suppliers)

In the Italian territory, with particular reference to the main districts of classic furniture in the
regions “Lombardia”, “Veneto” and “Tuscany”, the concentration of the suppliers is higher than the one of

classic high-end furniture producers (in this case are included also all the medium-small artisan companies).

¢ Product’s features

o Product differences »L — \L

’The suppliers considered are: wood suppliers, carvings suppliers and inlays suppliers, being the last two parts of the
final products often given in outsourcing. These, together with the labor cost, are the main cost items for the
production of classic furniture.
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o Switchingcosts — — —
This is related mainly to the outsourcing of some components and phases

of work. The agreements with these suppliers and the predisposition of the remaining
production process on the base of their output create some costs for the producer, in

the moment in which he decides to change supplier.

¢ Suppliers’ characteristics

o Suppliers’ profitability — —> —

o Suppliers’ ability to integrate themselves forward \L*L — *L*L

o Clearness of the information about the suppliers’ products T — *L
The producers of furniture have very clear information about the products of the

suppliers.

Bargaining power of suppliers is MODERATE-LOW.

Even if the concentration of suppliers is higher than the producers’ one, the low
differences of products supplied, the impossibility of a forward integration with the
high clearness of information for producers move the bargaining power of suppliers
towards a moderate-low level.

ATTRACTIVENESS OF THE BUSINESS AREA

The application of Porter’s 5 competitive forces model gives the following results:

Very Positive Positive Medium Negative Very Negative
Intensity of internal rivalry +
Threat of new entrants ++
Threat of substitutes +
Bargaining power of buyers +/-
Bargaining power of suppliers +/-

Table 4: Porter’s 5 competitive forces analysis results.
Luxury classical furniture production and their selling all over the world is a quite ATTRACTIVE

area; but it must be taken into account that many parts of this analysis refers to the top luxury
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complete customized furnishings niche. Considering the necessary marketing effort to spread the
brand and company image in the developing economies of the world, starting from a massive
investment in Milano fair, in order to exploit these positive factors the companies should have
medium big dimensions. This is the actual limit of many small companies of Italian reality, which
make this business area appear less attractive than it really is.

The challenge of Glamart Milano, born from the idea of a joint participation to “Salone
Internazionale del Mobile” by furniture micro-enterprises, is exactly this: enable small artisan firms

to exploit the attractiveness of this area.

4.5 INTERNAL ANALYSIS

A. Resources and Competences TO EXPLOIT

¢ The “know how” of the partner companies that will be involved in the project.
The companies that will be selected and involved in the project will have a deep knowledge and

experience in furniture production and also in other furniture complements realization.

¢ The experience of the staff of Glamart Milano in trade fair management.
The architect, set designer and administrator of Glamart Milano will have a long experience and

preparation in this sector with particular focus on furniture exhibition management.

¢ The history of partner companies in terms of product ranges.
One of the advantages of Glamart Milano will be the possibility to create a vast products’ offer
for customers, exploiting not only the new collections, that will be designed and realized for the

fair, but also the previous collections of the partner companies.

B. Resources and Competences TO DEVELOP

¢ Synergies without conflicts among partner companies.
The ambitious project of Glamart Milano will be successful only if the company will be able to
create the base for a transparent collaboration aimed at exploiting all the possible synergies

among small artisan producers.
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¢ Business connections with intermediaries in the target markets.
This will be one of the most difficult challenges for Glamart Milano, which has to develop, in a
short period of time, a huge network of business connections with intermediaries in the target

markets.

¢ Knowledge about the target markets and the best strategies to penetrate them.
The idea to create a big entity with the cooperation of micro-enterprises and the goal of reaching
and penetrate the target markets requires a study and the acquisition of information and

knowledge about these markets, in order to define the best strategies of penetration.

¢ Customers’ loyalty.
It is necessary to make customers perceive Glamart Milano as a top luxury company in order to
maintain high the image of partner companies with their previous clients and have a strong

impact on new customers’ minds.
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5. MARKETING PLAN

5.1 MARKET ANALYSIS

Actual dimensions - estimated growth rate — company’s demand

The target markets for Glamart Milano, as said in the strategic plan, are the new developing
economies of BRICS countries, where the number of rich people is constantly increasing, and with
them the number of potential customers for Italian luxury furnishings.

The starting point of Glamart Milano’s project is the participation to “Salone Internazionale del
Mobile”, the event during which Glamart Milano will set the basis for the creation of the
commercial channels and partnerships with foreign retailers and other intermediaries, as described
below in the paragraph “PLACE AND DISTRIBUTION”. Moreover the fair will be the occasion to
meet and acquire new final customers.

Through the analysis of the number of annual visitors, it is possible to estimate the number of

potential customers that Glamart Milano will be able to reach during this event.

The main considerations on which the following analysis is based are:

e The biggest part of classic pavilions visitors are foreign, this in particular is true for the
luxury companies based on artisan production. The Italian market is mainly interested in
modern style pieces of furniture or in industrial classical furniture. This is the reason why in
the analysis, only the foreign visitors will be considered. The percentage of private Italian

customers interested in classical artisan furniture is so low that can be ignored.

e The fact that a foreign visitor comes to Milan to visit the fair presupposes a strong interest in
the event and in the presented products. Anyway not all are interested customers, but some
of them are foreign producers, designers, other sectors operators or just curious people
coming with different aims at the exhibition. It means that it is necessary to purify the
number of visitors subtracting a percentage of “non potential buyers” that can be estimated
around 10%.
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e Only 14 out 20 pavilions are present in all the editions of “Salone Internazionale del

Mobile” and are: - 4 pavilions of classic, - 8 pavilions of design, - 2 pavilions of modern.
The remaining pavilions have a biennial frequency: - one year are dedicated to office
furniture and lighting exhibition, - one year to bath furniture and kitchen furniture.
People visiting the biennial pavilions usually visit also part of the rest of the fair, while only
a very small number of visitors is used to see all the pavilions. Instead the majority of them
decide, on the base of their interest, which kind of pavilions to visit. The attractiveness of
design and modern pavilions is usually much higher than classic ones and a rough
estimation of classic pavilions visitors can be given by the ratio of 1/20.

e The dimension of Glamart Milano’s stand will be 200 m?. As above mentioned, only 24
companies have a stand equal or bigger. This will permit to the company to get a favourable
position in one of the four pavilions of classic (this is the principal criterion used by
“Cosmit” to assign the positions). In this way the visibility of the stand will be high, but
considering that many customers go directly to visit some companies without notice other
stands and that some other could have time constraints, obliging them to visit only part of
the classical pavilions, a reasonable percentage of visitors of classic pavilions that will

notice Glamart Milano’s stand is 80%.

Foreign Visitors 2001-2011

250.000
210.249
200.000 A
165.203 166,578 177964
53.456
150.000

100.000

50.000

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Figure 2 — Number of foreign visitors in the years. - Data source: Cosmit
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Due to the financial crisis started in the autumn of 2008, in 2009 the number of foreign visitors
registered a decrease of 27%. In 2010 and 2011 it started to grow again with an average increase of
7,7%, a trend definitely lower than the one of years from 2005 to 2008. Considering that the crisis
in the real economy is not yet finished, it is possible to suppose that the recent trends of growth will
be more or less constant. According to this the number of foreign visitors for 2013, the first year of
participation of Glamart Milano at Milano fair, can be estimated around 203.000 (this number is the
result of the number of foreign visitors in 2011 times 1,145, factor that considers an annual
percentage increase of 7,7% for 2 years).

On the base of these estimations, taking into account also the previous considerations, in 2013 the

forecasted number of foreign visitors that will see the stand of Glamart Milano is:

1
203.000 x 0,9 x 20 x 0,8 =7.300

The number of visitors is not equal to the number of potential customers, because it must be taken
into account that usually people of the same company come in group of 3-4 people on average. This
means that the number of potential customers becomes 7.300/3 = 2.400.

Most of these customers being retailers with more than one showroom, architectural studios etc...
have interest usually in both luxury furniture and medium level furniture.

The initial goal of Glamart Milano is to reach a market share of 1% among classic furniture Italian
exhibitors. The market share is not intended on the orders done during the fair, but on all the
purchases deriving from the fair (in some cases it could require also some two or three years of
time).

Considering not the orders’ numbers and sizes but the number of customers, a market share of 1%
means to be able to consolidate, with follow-up activities, 24 customers out of the hundreds

contacts meet during the fair.
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5.2 MARKETING MIX STRATEGY

PRODUCTS AND SERVICES

Products and services of Glamart Milano are described in the paragraphs: “General description of

products and services” and “General description of the firm”.

PRICING

¢ Price strateqy: HIGH LEVEL of prices!

In accordance with the luxury target and the exclusive production, the level of prices will be
very high. A preliminary benchmark activity will give information about the prices of some
leader companies like: Provasi, Jumbo Collections, Pozzoli, Colombo Stile, Armando Rho,
Asnaghi Interiors, Oak, Angelo Cappellini, Francesco Molon.

These prices will be the reference to set Glamart Milano’s products prices that, in
accordance with a penetration strategy, will be fixed at the 5% less than the average of them.
This level of price should guarantee the possibility to enter the target top luxury segment
without running the risk of being perceived of a lower level.

This analysis will be done before the design phase, during which the products will be
studied in order to get a final production cost to guarantee a good mark-up for partner

companies and the 12% of Glamart Milano’s commission on sales.

TOTAL PRODUCTION COST = TARGET PRICE *C/ MU

TARGET PRICE =it is the price for retailers and other intermediaries, and it is equal to the
average of competitors less 5%.

C = 0,88 — coefficient that takes into account Glamart Milano’s commission on sales.

MU = (1+x) — coefficient that takes into account the mark-up of producers, indicated with

“x”. The value of “x” usually varies among 0,5 and 1.

It must be noted that, in accordance with this policy, the prices of partner companies for
their previous products, that Glamart Milano will be allowed to commercialize, will be

adjusted.
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¢ Discount policy: the public prices, equal to the double of the private prices, will have a

maximum discount of 50% that is the common policy in this sector. Moreover, only for the
products exposed during the fair a special extra discount of 10% can be applied. If some
customers will be interested in the purchase of all the stand or a part of it, according to the
dimensions of the order an extra discount can be done, naturally after a previous discussion

with the producers.

The main objective is to become in few years a price setter and be able in this way to influence the
choices of the competitors according to Glamart Milano’s own willing.

PLACE — DISTRIBUTION

The furniture exhibition “Salone Internazionale del Mobile” will be the occasion, not only to
introduce the new company and its project to the visitors, but also to set the basis for the
development of the distribution and commercial channel of Glamart Milano. The contacts, taken
during the fair with possible intermediaries, will be evaluated and developed after the exhibition.

As said, the partner companies will be micro-enterprises, and it is very likely that their existing
distribution channels are not widespread. The idea of Glamart Milano is not to cancel them but to
evaluate a possible integration in the new network.

This evaluation will start in parallel with the preparation of Milano Fair and, in any case, the

creation of the new network will require at least one year of time.

In accordance with the requirements of a luxury segment, here follow a list of objectives and

features of the distribution channels that Glamart Milano wants to build:

¢ The goal is to enable customers to find in the most important cities of each area, like
Moscow, St. Petersburg, Beijing, Shanghai, New Delhi, Mumbai, Doha etc..., a retailer
where seeing some products and complete sets of samples, with available information about

the offers of Glamart Milano, the prices and the delivery times.

¢ The strategy is orientated to the creation of a “Short Channel .

N
Glamart Milano s H [_/ } ‘
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¢

The channel intensity will be exclusive: for each area Glamart Milano will search and will
make deals with retailers that will be the exclusive distributors of Glamart Milano’s
products, but that will be also allowed to sell other brands. The final goal is to have
exclusive retailers with mono-brand showrooms, but as to do it directly would require big
financial expenses for Glamart Milano and as it is very difficult to find a distributor
disposed to run such risk of launching a new brand alone, the best strategy, for initial
penetration of the target markets, is to lean on existing luxury showrooms. If Glamart
Milano will succeed in entering this kind of showrooms both threats and opportunities will
arise. In fact, the company will have to face directly the competitors and will run the risk to
be beaten by their strong brand images but, at the same time, at customers’ eyes it will
appear as part of the luxury segment, exploiting in a way the awareness of Italian style

spread by competitors already in the market.

Moreover the internal sales force of Glamart Milano will try to spread the brand in the
network of other kind of intermediaries, like architectural studios and real estate companies
(naturally in case of an exclusive retailer in those areas, contractual agreements will be taken
in order to define the terms and limits of the collaborations with the different

intermediaries).

As said above, the markets on which focus at the beginning are the most potential for Italian

Luxury furniture: Russia, China and India.

PROMOTION

Once decided the distribution plan based on a short channel, the promotion strategies that can be

adopted are the following two:

PULL STRATEGY — the marketing action is addressed to the final market, and not to
middle traders (as retailers), with the aim to induce the customer to buy the product from
the commercial intermediaries or to ask it to them.

PUSH STRATEGY — the promotions and marketing actions are addressed to the

commercial intermediaries in order to make them know the brand.

For Glamart Milano the strategy will be based on both the approaches: “Pull” and “Push”. This

decision is related to the novelty of the project and to the consequent necessity to create deep brand

awareness and a strong brand image, both fundamental requisites in a luxury segment.
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Moreover in occasion of “Salone Internazionale del Mobile”, Glamart Milano will have the

opportunity to meet both intermediaries and final customers, in this sense a well balanced marketing

strategy can have profitable results.

The advertisement and communication tools that will be used to pursue the goals of both the

strategies are:

WEB SITE: a new web site will be realized to create a strong brand image. This will be
studied in order to create emotions in the people making them live a real experience in the

virtual luxury and elegant world of Glamart Milano.

ADVERTISING IN MAGAZINES: due to the budget constraints, initially Glamart Milano
will do advertising in a magazine only for the Russian market. This decision is based on the

following data concerning the affluence to “Salone Internazionale del Mobile” in 2011:

- TOTAL NUMBER OF FOREIGN VISITORS: 177.964

- RUSSIAN VISITORS: 15.751 — the 8,8% of the total (1 country in this ranking)
- CHINESE VISITORS 13.299 — the 7,5% of the total (2" country in this ranking)
- BRAZILIAN VISITORS 10.753 — the 6 % of the total (3™ country in this ranking)

(Data Source: Cosmit)

Moreover it is taken into account that Russia is the market where the classical luxury
furniture are the most appreciated and desired, while in most of the other countries the
modern design furniture have the biggest market share.

A third reason is that the cost for advertising in a Chinese magazine has a cost that is at least
three times higher than the one of a Russian magazine.

Glamart Milano will buy a page of advertising in the most important Russian furniture
magazine “Salon Interior”. Only in the city of Moscow, every issue of this magazine is read
on average by 131.900 people.

The advertising campaign will be repeated, during the first three years starting from 2013
(the year of first participation at the fair), for 6 issues in the months of: March, April, June,
September, October and December (the issue of December is bimonthly valid also for
January). In March and April with the aim of promoting the participation at “Salone
Internazionale del Mobile”, in the other months to support the follow up activities and the
diffusion of Glamart Milano brand in the country. After the first three years it will be

evaluated if expand the advertising also to Chinese magazines.
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LEAFLETS: during the event of “Salone Internazionale del Mobile” inside the stand will be
distributed a leaflet, studied to be practical and with incisive pictures and slogan. It will be

printed in the quantity of 2.000 pieces.

CATALOGUES: at the end of each edition of Milano fair, a catalogue, with a detailed
reportage of the collections and items presented in that occasion, will be realized. It will
contain descriptions in 4 languages (lItalian, English, Russian and Chinese) and it will be
printed with an initial circulation of 100 copies. They will be delivered to a selection of the
most important potential customers met during the exhibition. Half of them will be sent by
post while the remaining 50 copies will be brought in occasion of the after fair business

trips.

DIRECT MARKETING: to all the customers listed in the database created with the existing
contacts of the partner companies, the month before the fair, the personnel of Glamart
Milano will send emails with invitation to the exhibition and with a short introduction of
Glamart Milano’s project. The first step of the follow-up activities will be the sending the

thanks to the visitors through an email.

BUSINESS TRIPS: the core of the follow-up activities, aimed at the consolidation of orders
and at the creation of solid selling networks, will be the business trips in Russia, China and
in a third country, that will be decided on the base of the affluence and response of the fair
(it is very likely that will be India). During these trips the administrator of Glamart Milano
will have some business meetings with the potential customers met during the exhibition,
and will visit the most important cities of each area in order to find new customers and
commercial partners.

The duration of each trip is estimated on an average of 6 days and 5 nights.

The schedule will depend on the needs of the customers; in any case every three months
(May-June-July, September-October-November, January-February-March) are planned two
trips in each country for a total of 18 trips. If some requests or interesting business
opportunity will arise from other countries, some of these business trips can be shifted

toward these new destinations.
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The total costs of the marketing campaigns, including also the cost to realize the web site are:

2012 2013 2014 2015
Web site 4,000 € - - -
22;2;';'9”9 n ; 40,200 € 40,200 € 38,100 €0+*)
Leaflets - 1,000 € 1,000 € 1,000 €
Catalogues™ - 12,000 € 12,000 € 12,000 €
f:t';r:ge:::f ; 2,500 € 2,500 € 2,500 €
Business trips**’ - 36,000 € 54,000 € 54,000 €
TOTAL 4,000 € 91,700 € 109,700 € 107,600 €

Table 3: Marketing costs

&) This cost includes also the photographer’s cost and the catalogue’s graphic setting.

) The cost of the single trip including: flight tickets, 5 nights in a hotel, the meals and all the other extras, is estimated
around 3,000 €.

Gx+%) From the third year there is a loyalty discount of 5%.

PERSONAL SELLING

The personal selling of Glamart Milano will play a crucial role in the context of “Salone
Internazionale del Mobile”. The big dimensions of this fair, the artificial lighting system together
with the closed and crowded environment require many efforts for the visitors that, since the first
day, after few hours start to feel tired and stressed.

A competitive advantage, especially in the segment of luxury, can be created by companies with a
welcoming and relaxing atmosphere in the stand.

The layout of the stand will be studied with the aim of maximize the focus on the products and the
easiness to visit it, avoiding dead-end paths and consequent situations of confusion, which could
create a bad impression at customer’s eyes.

The staff in the stand will be a fundamental factor to create a charming atmosphere and an
unforgettable experience for visitors.

First of all, visitor-specific objectives must be taken into account. A representative study carried out
by AUMA, the German Trade Fair Association got the following results.
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Establishing and maintaining contacts

Visitor-specific objectives

Agreement of responding visitors in

v

Learning about new offerings

Overview/gaining insights

Securing deals
Further education
Market observation
Gathering information

Pre-purchase preparation

0% 10% 20% 30% 40% 50% 60% 70%

Figure 3: Visitor-specific objectives. - Source: “Trade show management”, Kirchgeorg, Dornscheidt, Giese, Stoeck, 2005.

The staff of Glamart Milano in the stand will be divided into 3 main categories:

Skilled people: able to explain the products to the customers and give them all the
information they could ask for. This team will be composed by: a person from each partner
company, the Glamart Milano’s administrator, the architect and the set designer. They will
have some preliminary meetings to define how to work and coordinate themselves during
the fair. In this way the skilled team will be able to satisfy most of the visitor’s objectives

above listed.

Interpreters: Glamart Milano will hire for the six days of the fair two Russian interpreters
and one Chinese. English language instead will be a requisite of the skilled people coming

from the partner companies.

Welcome hostesses: two men and four girls will be selected before the fair. They will dress
elegant clothes, in harmony with the style of the stand, and they will have to receive the
visitors offering them champagne and other beverages. The two men in particular will be in

charge also of stand’s security.
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6. OPERATING PLAN

6.1 HEADQUARTERS

The offices of Glamart Milano will be set in “Brianza” district, near the northern outskirts of Milan,

the area where will be located the main partner companies, that will join Glamart Milano’s project.

This position is strategic for the following reasons:

e It minimizes the distance from the producers with which Glamart Milano will collaborate,
creating savings in terms of time and costs. During the months before the fair, indeed, many
meetings will be organized with the different partner companies to check the progress of

works and give indications about the next steps.
e Itisvery close to Rho, the location of the fair.

e Itis close to the airport of “Malpensa”.

The office will have two main rooms:

e Room A: of small dimensions for the administrative staff. The furniture in this room will be
standard office pieces of furniture and everything will be optimized in terms of

functionality.

e Room B: of medium dimensions used as workplace of the administrator where he will
manage the work and he will organize the meetings with collaborators and other suppliers.
This room will be also used to receive the customers and will have the equipments, like for
example a projector, to show CAD drawings, renderings etc... Moreover several sets of

products’ samples, to be shown to customers, will be collected in this room.

In 2013, when the company will hire a new marketing manager, the company will move in a bigger
office with three rooms. The third room will be used by the marketing manager for his daily
activities when he will be in Italy; moreover it will be used also to welcome the customers.

In this way, the room of the administrator will be dedicated only to the meetings with collaborators

and other suppliers.
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6.2 BUSINESS SETTING UP

Glamart Milano is going to be a Limited liability company, called “S.r.l.” in Italian. The minimum
capital requirement for an “S.r.l.” in Italy is 10.000 €. The costs associated with the setting up of

this kind of society in Italy are summarized in the following table:

Cost Items Frequency Cost
Registration fee on certificate of incorporation | Non recurring allowance €200
Tax on certificate of incorporation Non recurring allowance € 300
Registration on enterprises register Annual €530
Notary fee Non recurring allowance €2.200
Corporate books including authentication Non recurring allowance € 800
Attorney fee Non recurring allowance € 2.500
Chartered accountant fee Annual € 2.000
TOTAL INTIAL COSTS € 8.530

Table 4: Business setting up costs
Moreover a cost of 8,000 € must be taken into account for the legal support by the lawyer and the

notary in the creation of the partnerships with the companies joining Glamart Milano’s project.

6.3 KEY PROCESSES

The following scheme shows the key processes of GLAMART MILANO, they can be divided into
two main categories: the managerial (in red) and the operating (in blue) processes. Since
GLAMART MILANO is a start-up company, it is necessary to differentiate the activities and
operations that have to be executed only at the beginning from those implied by the ordinary

management of this business.

HRM ADMINISTRATION MARKETING
PARTNERSHIPS FAIR FAIR FOLLOW-UP
CREATION PREPARATION MANAGEMENT ACTIVITIES

ORDERS
MANAGEMENT
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6.3.1 MANAGERIAL PROCESSES

HRM

The HRM activity is responsible for the selection of the workforce, recruitment, the determination

of their salary, training programs. For more detailed information see the HRM Plan.

ADMINISTRATION

The administration mainly deals with all the bureaucratic procedures, with the accounting, with the
receipt of the orders and with the management of payments. During the “Fair preparation” phase the
administration will manage all the documents for the participation at “Salone Internazionale del
Mobile”.

MARKETING

The marketing activity is in charge of carrying out market researches and deals with all the issues
linked to the advertising and the promotion of the products. It will be involved in the different
phases of the fair management, from the preparation till the follow-up activities. The responsible for
these activities will be initially the Glamart Milano’s administrator.

Moreover, at the beginning, a marketing activity addressed to possible partner companies will be
carried out in the phase of “Partnerships creation”. For more detailed information see the Marketing

Plan.
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6.3.2 OPERARATING PROCESSES

PARTNERSHIPS CREATION
Beginning - End: June 2012 — July 2012

o Requisites of o Partnership
future partner INPUT PARTNERSHIPS OUTPUT contracts with:

companies ﬁ CREATION ﬁ - 3 furniture

companies,
? - 1 parquets and
wood ceilings
RESOURCES producer,
- 1 chandeliers
o Knowledge of the products producer,
* Legal competences - 1 textile company

o Database of producers

The research of the partner enterprises and the agreements with them will set the basis for the
participation to “Salone Internazionale del Mobile” in 2013.

The activities will start as soon as Glamart Milano will be set up, and they will be carried out
directly by the administrator.

The main requisites of future partner companies, on which the selection will be based, are:

- Artisan production
- High-level of quality in terms of materials used and manufacturing
- Transparency and honesty

The knowledge of Glamart Milano’s administrator about the products is the main resource required
by these activities. In a period of two months, he will have to: find a database of producers (he will
also collect information from visits at previous edition of “Salone Internazionale del Mobile”), fix
some meetings by their companies in order to: learn more about their production, check if their
standards match the requisites set in advance, introduce them the business plan, find agreements and
sign the contracts of partnership.

Due to the legal aspects, concerning the contracts, the consultancy of an attorney is required.

All these activities have to be carried out to start the business only in the first year, but in case of
some changes of partners they could be in part repeated in the following years.
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FAIR PREPARATION
Beginning - End: September 2012 — April 2013°

e Partnerships’ e Furnishing’
agreements  \NPUT FAIR OUTPUT * ements ready o
+ Swdwd mmp| PREPARATION | mmmh  tessenvian
requisites e Documents for the
participation to the
fair
RESOURCES
o Architectural competences
o Scenographic skills
e Production “know how”
o Managerial and coordination
skills
e ICT tools

This long phase, with particular focus on the production, is decomposed into the following main

activities:
( h I ~
Stand's Coordination of
architectural design Products' concept partners'
and scenography production
: y by

¢ STAND’S ARCHITECTURAL DESIGN AND SCENOGRAPHY

Beginning — End: September 2012

On the base of the predetermined requisites, related to the luxury target of customers that
Glamart Milano wants to reach, the layout of the stand will be studied in order to be cozy
and to maximize the products visibility. The atmosphere will be classy and charming. This
activity will be carried out by the architect and the set designer that will collaborate with
Glamart Milano. The administrator will check the developments of the project through
weekly meetings with the designers and meanwhile he will keep informed the partner
companies. The activity will last about one month and the output will be made of CAD

plans and rendering of the stand’s external view and of the internal empty rooms.

® For the following years the period could change a bit, if necessary, according to the experience gained in the
previous editions. In any case, approximately every year the preparation of Milano fair will start in September.
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¢ PRODUCTS’ CONCEPT
Beginning — End: October 2012 — November 2012
Once decided the layout of the stand, the same team of the previous activity: the architect,
the set designer and the administrator, will start studying the concept of the products always
focusing on the predetermined requisites. At this point the consultancy of the partner
companies will be fundamental. Through their experience the producers can estimate the
production costs and judge the feasibility of the products designed by the architect, in order
to respect the constraints imposed by the price policy.
Meeting after meeting, starting with sketches, the final products’ project will be approved
and the output delivered to the administrator of Glamart Milano. The output will consist of
technical drawings for production complete of all the necessary details, and hand-made
perspectives of the different rooms of the stand.
To do everything it is estimated a period of two months.

¢ COORDINATION OF PARTNERS’ PRODUCTION
Beginning — End: December 2012 — April 2013
Glamart Milano’s administrator will be in charge of this activity. He will be a real project
manager supported, during these months, by the consultancy of the architect and of the set
designer.

His tasks can be summarized as follow:

- division of the work among the different partner companies: all the production aspects will
be under the responsibility of the producers;

- periodical control of works’ progress: the administrator will fix several milestones and will
visit weekly the producers;

- coordination of partner companies’ communication. The administrator will facilitate the
connections between the producers, in particular he will work as central coordinator of
information exchange (all the products have to be realized in harmony with the main
project so that a continuous communication among producers is required) and of the joint
purchases (some materials or components, as for example the carvings, will be bought
together in order to exploit quantity discounts).

- Coordination of products’ deliveries to fair’s area.

This phase will end ten days before the beginning of the fair with the delivery of the

products for the assembling in the stand.
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FAIR MANAGEMENT

Beginning - End: April 2013

Products ready e Customers’
to be assembled INPUT FAIR OUTPUT contacts and orders

Plans of the ﬁ MANAGEMENT ﬁ o Photographic

stand reportage of the

event and of the
E products
o Disassembled
RESOURCES products

o Stand’s staff with: -selling and
negotiation capabilities,
- technical competencies,
- foreign languages knowledge
o Manpower

This phase includes all the operations to be done on fair’s place. The main activities are:

Assembling and | Management | : : |
. ) \ Disassembling
preparation of of fair days

the stand activities of the stand
< | Y

¢ ASSEMBLING AND PREPARATION OF THE STAND
Beginning — End: This activity will last for the 10 days before the fair.
The responsibility for this activity will be of the architect and of the set designer. They will
have to coordinate all the operations of assembling that will be done by the manpower of the
different partner companies.

¢ MANAGEMENT OF FAIR DAYS’ACTIVITIES
Beginning — End: 6 days of the fair.
During the days of the exhibition, the staff, recruited by Glamart Milano the weeks before
the event, will welcome the customers in the stand, will introduce the products to them, will
make them aware of the capabilities and potentialities of Glamart Milano, will negotiate

eventual orders and will keep track of all the contacts in order to facilitate post fair activities.

* Every year the fair is held in April, so the period will be the same every year.
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The administrator will be the supervisor while the architect and the set designer will be at
disposal to give and show directly to the customers some ideas and proposals about their
own projects. The first day of exhibition in the early morning a photographer will come to

take pictures of all the products exposed that will be then used for the new catalogue.

¢ DISASSEMBLING OF THE STAND
Beginning — End: This activity will last for about four days after the end of the event.
Only the manpower of the different companies will be involved in the disassembling
operations, and the responsibility will be directly assigned to the partner companies.

FOLLOW-UP ACTIVITIES
Beginning: May 2013

e Customers’ e Customers’ orders
contacts and INPUT FOLLOW-UP OUTPUT Setting up of

requests é ACTIVITIES é ) selling networks

registered

during the fair i T
e Photographical
reportage of
exposed RESOURCES

products

o Marketing competencies
e |ICT tools

The follow-up activities will be directly carried out by Glamart Milano’s administrator and his
assistant. They will firstly send the thanks to the visitors, then they will start to directly contact the
customers, according to the urgency level of their requests and their importance (this is defined on
the perceptions and discussions had during the fair), supplying the information required and/or
eventual orders. In parallel, under the supervision of the set designer, the graphic of the catalogue
will be studied and it will be printed in 100 copies (For more detailed information see the
Marketing Plan).

After this, the catalogues will be sent to a selection of the most important contacts. Meanwhile the
trips in Russia, in China and in a third country (that very likely will be India) will be organized.
Starting from May the administrator will travel to visit the potential customers and/or partners met
during the exhibition in order to build a solid base for the new selling network of Glamart Milano.

41



The objective and the expected output of all these activities are to consolidate the highest number of
orders in the shortest period possible. After some months, for the partner companies will be done a

final report of costs-benefits performances related to the participation to the fair.

ORDERS MANAGEMENT
Beginning: May 2013°

e Orders from INPUT ORDERS OUTPUT °* Orders delivery

customers
) [ MANAGEMENT | mmmmd

RESOURCES

Negotiation capabilities
Architectural competences
Production “know how”
Managerial and coordination
skills

e ICT tools

Both the orders for standard products or for customized projects will be managed by Glamart
Milano. The company will work as interface for the customers and coordinator of partner
companies. In particular, in case of requests for customized furnishings, Glamart Milano will act
more or less in the same way of the “Fair preparation” with the difference that the projects, the
products and the schedule will depend directly on customers’ decisions.

Due to the high degree of variability of the requests it is difficult to define the necessary steps to
satisfy customers’ wishes, but in this activity it is very important to underline the necessity of strong
negotiation capabilities in order to get favourable prices and safeguard the margins of the producers
and the related profits of Glamart Milano.

In case of big orders the administrator can be supported by a freelancer project manager or he can

directly delegate a big part of the responsibilities and work to him.

> This activity is occasional and related to the customers’ requests.
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7. HUMAN RESOURCES PLAN

7.1 CORE HUMAN RESOURCES — ORGANISATION

The particular features of Glamart Milano and the project-focused services that it is going to
provide don’t require a big stable organizational structure. In fact, the only full-time employee of
Glamart Milano, at the beginning, will be the administrator of the society and his assistant. The
other people involved in the project, like the architect or the set designer, will be instead freelancers
hired with project contracts. Due to their large involvement in the operations related to the fair
participation and their consequent responsibilities, they are here analyzed as real employees of
Glamart Milano. Moreover also the people composing the stand’s staff, which will be hired for the

six days of fair, are here taken into account.

7.2 HUMAN RESOURCES DESCRIPTION

The following table summarizes the requirements and roles of each work position:

Position REQUIREMENTS/ROLE
ADMINISTRATOR/MARKETING Requirements:
MANAGER/PROJECT MANAGER - Higher education
(Full time)* - Long experience in this field

- Knowledge of Italian and English languages, other

* Due to the small size of the firm the person that languages are an advantage

will cover this position, at the beginning, will be

responsible for the traditional tasks of the - Confident PC user: _
Administration and Marketing departments and he | - Knowledge of pricing and marketing

will cover also the role of Project Manager for - Leadership and coordination skills

what concerns the fair participation. - Excellent analytical skills, independence,

responsibility, professionalism
- Problem solving attitude
- Aptitude for group work

Job description:

- Search of potential partners

- Management of all the phases related to fair
participation

- Establishing and maintaining of business contacts
with clients

- Conducting business negotiations

- Development of selling network through business
trips and meetings abroad

- Management of small-medium size orders

- Motivation of other suppliers to cooperate

- Procurement planning and central coordination

- Implementation of marketing promotion
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ADMINISTRATOR’S ASSISTANT -
ACCOUNTANT
(Full time)

ARCHITECT
(Project)

Requirements:
- Higher Education specialist in accounting

- Knowledge of Italian and English languages
- Professionalism

- Reliability

- Good knowledge of PC

- Minimum two years experience in this role

- Experience in working with Excel

- Analytical thinking and ability to concentrate

Job description:

- The introduction of daily invoices and other
accounting documents

- Archiving accounting documents

- Management accounting debtors

- Processing of data for costs

- Support to Administrator in part of his activities

Requirements:
- High preparation and knowledge in the classic

interior design

- Reliability

- Professionalism

- Responsibility

- Honesty

- Long Experience in this field

- Aptitude for group work

- Very good capability in hand drawing

- Very good knowledge of computers programs for 2D
as like CAD, 3DStudio, Revit etc..

Job description:

- Architectural project of the stand

- Preparation of handmade perspectives of the stand’s
rooms

- Products’ design

- Realization of technical drawings for furniture
production

- Control and consultancy during production phase of
the pieces of furniture
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SET DESIGNER
(Project)

RUSSIAN — CHINESE INTERPRETERS
(Daily®)

STAND HOSTESS
(Daily)

Table 5: Human resources requirements and job description.

® The daily employment refers to the workers that will

Requirements:
- Higher education

- Reliability

- Professionalism

- Responsibility

- Honesty

- Natural elegant and classy taste

- Experience - minimum 5 years

- Aptitude for group work

- Deep knowledge of the world of luxury

- Very good knowledge of computers programs for
rendering realization, as 3DStudio, Revit etc..

Job description:

- Provide consultancy in the products’ concept

- Realize the scenography of the stand (colors
matching, ornaments dispositions etc...)

- Control of chandeliers’ production

- Realize the graphics of leaflets, catalogues and other
advertising materials

Requirements:
- Very deep knowledge of the specific foreign

language and of English language

- Experience in the field (knowledge of technical
terms etc..)

- Reliability

- Professionalism

- Responsibility

- Honesty

- Elegant looking

Job description:
- Live translation during the fair
- Email and texts translations for follow-up activities

Requirements:
- Beautiful and elegant looking

- Open-smiling attitude
- Professionalism
- Experience in similar events

Job description:

- Welcome to customers

- Service of beverage

- Security of the stand

- Record keeping of the contacts

be hired by Glamart Milano only for some days.
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The following table summarizes the number of people for each position, their nationality, the
typology of employment (full time, part time, project and daily), the working time and the wage
(naturally related to the type of performance provided).

Position Nationality Number | Employment | Working Time Wage™*
Administrator / Italian 126 Full-time 198 3.000 €/month
Marketing (hours/month)

Manager / Project
Manager
Administrator’s Italian 1 Full-time 176 2.200 €/month
Assistant (hours/month)
/Accountant
Architect Italian 1 Project - 10.000 €6x*=)
Set designer Italian 1 Project - 5.000 €6
Interpreter Italian or 3 Daily 9 (hours/day for 225 €/day
Chinese/Russian | (1 Chinese the 6 days of
2 Russian) fair)
Stand Hostess European 6 Daily 9 (hours/day for 120 €/day
the 6 days of
fair)

Table 6: Human resources data.

*)The wages reported in the table as to be consider as gross wages.
%) From September 2013 will be hired a marketing manager in support of the administrator.
G%%)_ymp sum payment.

7.3 HUMAN RESOURCES MANAGEMENT SYSTEM

RECRUITMENT

For all the positions, the recruitment process will be made directly by the administrator of Glamart
Milano that is supposed to be the entrepreneur behind this business idea. In particular in the period
in which he will negotiate the terms of collaboration with the partner companies he will meet
several architects and set designers. Through some meetings he will check their availability for and
their attitude towards the project of Glamart Milano; moreover he will evaluate if their way to work,
their taste and their capabilities match with the requirements imposed by the company’s policy.

In the month of September 2012 the administrator will do some interviews to possible assistants and
the one, who will appear as the more appropriated, will be selected.

The recruitment of stand’s personnel instead will start some weeks before the fair. Glamart Milano
will contact some specialized agency of hostess and the administrator will chose among a selection
of potential candidates. Some days before the event a preliminary meeting with all the stand’s staff
will be held in order to: introduce the company and the products that will be presented in the stand,
define a common way to work and determine the behaviours and attitudes to have during the

exhibition.
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8. FINANCIAL PLAN

8.1 INITIAL INVESTMENT

The items constituting the initial investment of Glamart Milano are the following:

Business setting up costs (see operational plan - business setting up)
No. 2 personal computers

No. 1 laptop

No. 1 printer

No. 1 projector

No. 1 ipad

No. 2 smartphones

YV V ¥V V V V V V

Paper material + pens + stamps + business cards

Tot.
Tot.
Tot.
Tot.
Tot.
Tot.
Tot.
Tot.

€
€
€
€
€
€
€
€

8,530
2,000
1,200
100
400
580
400
150

TOTAL € 13,360

The total initial investment is € 13,310, of which 4,680 are subject to amortization.

8.2 INCOME STATEMENT FORECAST

The basilar hypotheses on which is issued the following income statement are:

¢ The time horizon on which economic and financial forecasts are based is 4 years, one of

which is the half of 2012 when Glamart Milano will be founded, as at the end of the fourth

year will be evaluated the possibility to expand the dimensions of the company and the

distribution channel with the necessary adjustments of the company’s strategy;

¢ Under a financial point of view, the terms of the collaboration with the partner enterprises

are based on the payment of an annual fee covering all the expenses for:
- stand’s architectural design and scenography,
- product’s concept,

- rent of the stand’s area,
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- structure of the stand’ (walls, electrical system, ceilings etc..),

- stand’s staff (excluded the skilled people that will be directly provided and paid by the
partner companies),

- marketing campaigns (included the follow-up activities),

The costs for the realization of the products, for the skilled people in the stand and for the

manpower involved in the assembling and disassembling phase will be directly on partner

enterprises’ charge.

The amount of money to be paid by the partner companies to Glamart Milano are the

following:

- 30,000 € by each of the three furniture companies and by the parquets and ceilings’
producer,

- 18,000 € by the chandeliers producer,

- 12,000 € by the textile company.

This subdivision is proportional to the quantities of products that will be presented in the
stand and also to the standard subdivision of the budget in the case of complete customized
furnishings.

Every company will pay every year the 25% of the owed amount in September, the 25% in
January and the remaining 50% in April.

¢ The other revenues of the companies will come from the commission on sales of 12% that
will appertain to Glamart Milano.
In the Marketing Plan the objective in terms of market share concerning the customers
visiting the fair has been fixed at 1%. Translated in numbers it is equal at about 25 clients.
Due to the particular features of these luxury goods and of the relative market, the time
necessary to consolidate a customer can vary a lot, so that it is difficult to state how long it
will take Glamart Milano to find agreements with the different intermediaries or private
customers and consequently to start selling standard collections or tailored projects.
However, a reasonable objective for the turnover that Glamart Milano will generate for the
partner companies after the first fair in 2013 is 2,000,000 € that translated into commissions
it means about 240,000 € for Glamart Milano. Thanks to the marketing campaigns, for 2014
and 2015 a yearly increase of 10% is forecasted.

” The construction of the stand’s structure is usually outsourced to a specialized company.
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The cost for the rent of the stand at “Salone Internazionale del Mobile” is:
€
172 — x 200 m? = 34,400 €
m
The cost at square meter is supposed to remain constant until 2015.

An average price required by a company specialised in the construction of the stand’s
structure is 160 €/m?. For 200 m? the total is 32,000 €.

Since September 2012 the company will start renting an office with two rooms (see the
operating plan) paying a monthly fee of 1,000 €. The next year, since October 2013, with
the assumption of a new employee supporting the administrator, Glamart Milano will move

to a bigger office with three rooms at a cost of 1,500 €/month.

The cost for personnel includes the salaries of Glamart Milano’s administrator and
employees, the payments of stand’s staff and the cost of the architect and of the set designer.
The administrator will start gaining his wage since June 2012, his assistant will be hired in
September 2012 while the new employee, covering the position of marketing manager, will
be hired in September 2013.

Both the costs for registration on enterprises register and for the annual consultancy of the
chartered accountant in 2012 are calculated in the “Business setting up costs”, which are part

of the initial investment.

The amortisation is calculated at an annual rate of 20%. For the 2012 are taken into account

only the months of September, October, November, December.

The item “other costs” concerns the monthly expenditures for: office materials, internet
connection, phone calls etc... Moreover it is included also an estimation of the costs for
occasional translations and for housing customers in hotels in Milano in occasion of their
visits to Glamart Milano.

For the months before the first fair these costs are estimated around 800 €/month, while after
the first fair, considering that the necessity of translations will increase and that some
customers will start visiting the company, the monthly amount can be estimated around
2,000 €. The only exceptions are: July 2012 in which are taken into account the 8,000 € for
the legal support in partnerships creation and the month of April for which the amount of
6,000 € includes the expenses for the insurance of the exposed goods, for the welcome in the

stand (bottles of champagne etc...) and for the food and beverage for the staff.
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2012 2013 2014 2015
TOTAL
REVENUES 37,500 390,000 414,000 440,000
- Revenues from
partner companies’ 37,500 150,000 150,000 150,000
fees
- Revenues from
the commissions - 240,000 264,000 290,000
on sales
TOTAL COSTS 50,834 298,236 348,336 346,236
- stand rent - 34,400 34,400 34,400
- stand’s structure - 32,000 32,000 32,000
- office rent 4,000 13,500 18,000 18,000
- personnel 29,800 97,770 121,770 121,770
- marketing 4,000 91,700 109,700 107,600
) reglstratlon on - 530 530 530
enterprises register
- Chartered
accountant - 5,000 5,000 5,000
consultancy
- amortizations 234 936 936 936
- other costs 12,800 22,400 26,000 26,000
OPERATING
INCOME - 13,334 91,764 65,664 93,764
Table 7: Operating Income forecast. All the items are in €.

8.3 FINANCIAL NEEDS

Once estimated the operating income, in order to calculate the financial needs and consequently the
required bank debt with the relative interests, it is necessary to calculate the net cash flows on
yearly base. The hypotheses for Net Cash Flows calculation are the following:

» All the costs relative to the fair participation are paid between March and July, as later
detailed. The only exception is the down-payment of the 25% of the total amount for the
rent of the stand (8,600 €), that is paid the year before the fair in October, while the rest of
the amount has to paid before the end of the event. Under the point of view of the accrual
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principle the total cost for the rent is registered in the income statement of the year of the
fair. In order to get the NCF, this cash outflow has to be highlighted, and in the following
table is taken into account in the raw of “Change of Net Operating Working Capital”.

* The other costs for marketing activities, personnel etc... are paid in the accrual year.

» The payments of the partner companies will be regulated by two invoices, the first one, for
the 25% of the total agreed amount, will be issued in September and will be paid in the
same month, while the second one, for the remaining 75%, will be issued in January and the

relative payments will be deferred in the following months, as above mentioned.

» The sales are considered equally distributed in the months after April 2013 (due to summer
holidays August is not taken into account). Usually the payment conditions in this segment
of furniture are characterized by the payment of the 60% of the total amount at the order
confirmation and the remaining 40% before the delivery of the goods. The delivery time is
strictly related to the kind of order: in case of purchase of a standard collection it can vary
between 30 days and 60 days, instead for a customized furnishing, depending on the size of
the order, it can vary between 3 months and 9 months. On average the payment of the

second half of the total amount is here considered after 4 months.
» The Net Operating Working capital is calculated according the previous hypothesis.

e The initial investments will be done in 2012;

2012 2013 2014 2015

OPERATING INCOME - 13,334 91,764 65,664 93,764

AMORTIZATIONS &

DEPRECIATIONS + 234 + 936 + 936 + 936

CHANGE OF NET OPERATING

WORKING CAPITAL - 8,600 - 54,850 + 16,460 - 3,840

CHANGE OF INVESTED CAPITAL - 13,360 0 0 0

NET CASH FLOW - YEARLY BASE - 35,060 + 37,850 + 83,060 + 90,860
Table 8: Net Cash Flow calculation on yearly base All the items are in €.

The yearly net cash flow is forecasted negative in the first year and positive in the following years.
In order to find the lowest cumulated cash flow and consequently to determine the financial needs,

the analysis of the cash flows on monthly base has to be done for 2012 and 2013.
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After “Salone Internazionale del Mobile 2013, indeed, Glamart Milano will start getting the

commissions on sales, so that it is expected a change from the decreasing trend of the cash flows to

an increasing one.

The hypotheses remain the same done for the yearly calculation and for the income statement

forecast, but in addition it is necessary to specify what follows:

Glamart Milano will be closed for summer holidays in August.
The rent of the office is paid with a down-payment for three months in September 2012.

The expenses for the initial investments are paid in part in June 2012, for what concerns the
business setting up costs plus one smartphone and the laptop, and in September 2012 for all
the remaining stuffs above listed.

The company for the stand structure is paid in March and May for the 60% (30% + 30%) of

the total amount and in June for the remaining 40%.

The architect and the set designer will be paid for a half in January and for the other half
after the fair in April.

The consultancy of the chartered accountant is paid once a year in September. For 2012 it is

lower and it is included in the business setting up costs.

The cost for the registration on enterprises register is paid yearly in December with the

exception of the first year when it is paid at the moment in which the company is registered.
The payments relative to the marketing expenses are managed as follow:

- Web site: will be paid in December 2012

- Advertising on “Salon — Interiors”: paid in the same month of issue.

- Leaflets: paid at the end of June.

- Catalogues: half paid at the end of June, half at the end of July.

- Shipment of catalogues: paid in June.

- Business trips: the costs are paid in occasion of each trip and consequently are here

distributed in the months in which are planned the trips.
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Cash Inflows — Cash Outflows for 2012

June July August September | October | November | December
REVENUES
CASH IN i i i Sl i )
- Partnef , ) ) ) 37,500 ) )
companies’ fees
- Commissions i i i i i )
on sales
TOTAL COSTS
CASH OUT 13,730 6,800 - 12,430 14,600 6,000 11,000
- stand rent - - - - 8,600 -
- stand’s i i i i i )
structure
- office rent - - - 3,000 - 1,000
- personnel 3,000 6,000 - 5,200 5,200 5,200 5,200
- marketing - - - - - 4,000
- initial 9,930 : i 3,430 : -
investments
- other costs 800 8,800 - 800 800 800 800
NET CASH
FLOW - 13,730 - 14,800 - + 25,070 - 14,600 - 6,000 -11,000
ﬁgEAULATED - 13,730 - 28,530 - 28,530 - 3,460 - 18,060 - 24,060 - 35,060

Table 9: Net Cash Flow calculation on monthly base for 2012

All the items are in €.

Cash Inflows — Cash Outflows first half of 2013

January February March April May June
REVENUES
CASH IN 37,500 - - 75,000 20,570 20,570
- Partner 37,500 ; - 75,000 ; ;
companies’ fees
- Commissions i i i i 20,570 20,570
on sales
TOTAL COSTS
CASH OUT 14,500 7,000 23,300 60,570 23,800 43,200
- stand rent - - - 25,800 -
- stand’s - - 9,600 - 9,600 12,800
structure
- office rent 1,000 1,000 1,000 1,000 1,000 1,000
- personnel 12,700 5,200 5,200 21,070 5,200 5,200
- marketing - - 6,700 6,700 6,000 22,200
- other costs 800 800 800 6,000 2,000 2,000
NET CASH
FLOW + 23,000 - 7,000 - 23,300 + 14,430 - 3,230 - 22,630
ﬁgEAULATED - 12,060 - 19,060 - 42,360 - 27,930 - 31,160 - 53,790

Table 10: Net Cash Flow calculation on monthly base for the first half of 2013

All the items are in €.
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Cash Inflows — Cash Outflows second half of 2013

July August September October November December
REVENUES
CASH IN 20,570 - 71,790 34,290 34,290 20,570
- Partnef , ) ) 37.500 ) ) )
companies’ fees
- Commissions 20,570 - 34,290 34,290 34,290 20,570
on sales
TOTAL COSTS
CASH OUT 25,400 1,000 28,900 33,000 17,700 18,930
- stand rent - - - 8,600 - -
- stand’s ) ) i i i )
structure
- office rent 1,000 1,000 1,000 1,500 1,500 1,500
- personnel 10,400 - 8,200 8,200 8,200 8,200
- marketing 12,000 - 12,700 12,700 6,000 6,700
- chartered
accountant - - 5,000 - - -
consultancy
- registration on
enterprises - - - - - 530
register
- other costs 2,000 - 2,000 2,000 2,000 2,000
NET CASH
FLOW - 4,830 - 1,000 42,890 1,290 16,590 1,640
ﬁgEAULATED - 58,620 - 59,620 - 16,730 - 15,440 1,150 2,790
Table 11: Net Cash Flow calculation on monthly base for the second half of 2013 All the items are in €.

In the following graph is highlighted the trend of cumulated net cash flow of Glamart Milano in
2012 and 2013. Its minimum value of -59,620 that, according to the considerations and hypotheses

listed above, will be reached in August 2013 corresponds to the financial needs of the company.

CUMULATED NET CASH FLOW
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Figure 4: Cumulated net cash flow in 2012-2013
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8.3 SOURCES OF FINANCING

The financial needs of the company of 59.620 € will be covered for € 40,000 by associates’ capital
and the remaining part by a short term loan, of 30,000 € with an annual interest of 10%.

The amount of the term loan is higher than what strictly necessary in order to cover possible
differences related to the variability of the demand. It will be borrowed by Glamart Milano in 2013
and it will have duration of four years.

With these data is now possible to complete the Income statement forecast.

The taxes are calculated at a rate of 30% of the profit before taxes.

2012 2013 2014 2015
TOTAL REVENUES 37,500 390,000 414,000 440,000
- Revenues from partner 37,500 150,000 150,000 150,000
companies’ fees
- Revenues from the ; 240,000 264,000 290,000
commissions on sales
TOTAL COSTS 50,834 298,236 348,336 346,236
- stand rent - 34,400 34,400 34,400
- stand’s structure - 32,000 32,000 32,000
- office rent 4,000 13,500 18,000 18,000
- personnel 29,800 97,770 121,770 121,770
- marketing 4,000 91,700 109,700 107,600
- registration on ; 530 530 530
enterprises register
- chartered accountant i 5,000 5,000 5,000
consultancy
- amortizations 234 936 936 936
- other costs 12,800 22,400 26,000 26,000
OPERATING
INCOME - 13,334 91,764 65,664 93,764
NET FINANCIAL
INCOME/EXPENSES ) - BLE - BLE -
PROFIT BEFORE
TAXES -13,334 88,764 62,664 90,764
TAXES - 26,630 18,800 27,230
NET PROFIT - 13,334 56,134 43,864 63,534
Table 12: Income statement of Glamart Milano All the items are in €.

The payback period of the initial investment is one year and half. Thanks to the profit expected, all

the initial expenses will be repaid by Glamart Milano within 2013.
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8.4 SENSITIVITY ANALYSIS

A crucial variable influencing the overall profitability of Glamart Milano is the expected demand
and the consequent value of the commissions that the company will gain. This is related to the
particular features of the luxury goods that the company is going to trade, especially for what
concerns complete customized orders for villas and hotels. An order for a medium size villa with a
tailored furnishing have a dimension of about € 400,000 representing the 20% of the total forecasted
demand in 2013. According to this consideration, in the following tables are analyzed two
scenarios: one “Optimistic” and a “Pessimistic”, keeping the previous analyses as an “Average”
scenario.

On the other hand instead, the costs listed above in the projection of the Income Statement are
mainly fixed costs, related to the company’s strategy and decisions. For this reason they are kept

constant in the following scenarios.

e OPTIMISTIC SCENARIO: + 20% of demand, same yearly growth rate of 10%, same costs.

2012 2013 2014 2015
TOTAL REVENUES 37,500 438,000 466,800 498,480
- Revenues from
partner companies’ 37,500 150,000 150,000 150,000
fees
- Revenues from the - 288,000 316,800 348,480
commissions on sales
TOTAL COSTS 50,834 298,236 348,336 346,236
OPERATING
INCOME - 13,334 139,764 118,464 152,244
NET FINANCIAL
INCOME/EXPENSES i - 3,000 -3,000 -3,000
PROFIT BEFORE
TAXES - 13,334 136,764 115,464 149,244
TAXES - 41,030 34,640 44,770
NET PROFIT - 13,334 95,734 80,824 104,474
Table 13: Income statement of Glamart Milano — Optimistic Scenario All the items are in €.

In this optimistic scenario, the profits generated by Glamart Milano are very high and the company
could also evaluate the possibility of reducing in 2015 the fee of the partner enterprises. Moreover
with this level of profits it is very likely that the company will decide to expand its dimensions.
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e PESSIMISTIC SCENARIO: -20% of demand, same yearly growth rate of 10%, same costs.

2012 2013 2014 2015
TOTAL REVENUES 37,500 342,000 361,200 382,320
- Revenues from
partner companies’ 37,500 150,000 150,000 150,000
fees
- Revenues from the ] 192,000 211,200 232.320
commissions on sales
TOTAL COSTS 50,834 298,236 348,336 346,236
OPERATING
INCOME - 13,334 43,764 12,864 36,084
NET FINANCIAL
INCOME/EXPENSES ) - 3,000 -3,000 -3,000
PROFIT BEFORE
TAXES - 13,334 40,764 9,864 33,084
TAXES - 12,230 2,960 9,924
NET PROFIT - 13,334 28,534 6,904 23,160

Table 14: Income statement of Glamart Milano — Pessimistic Scenario

All the items are in €.

In this pessimistic scenario, the lower value of demand decreases the commissions got by Glamart

Milano but nevertheless the profits maintain a positive value.

In this case the company should focus on the reduction of cost or should even reconsider the

marketing strategy in order to make it more effective. An expansion in 2016 seems to be very risky.
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9. ADVANTAGES FOR THE PARTNER COMPANIES

This brief analysis highlights the advantages for partner companies coming from the Glamart
Milano’s project of joint participation to “Salone Internazionale del Mobile” and from the
centralized management of the follow up activities and of the orders.

These advantages are defined mainly in terms of “Sales increase” and of “Costs reduction”.

SALES INCREASE

First of all it is necessary to mention once again the recent trend imposed by the leaders in the
segment of luxury classic furniture. These big companies in the last years, thanks to their high
budgets, have moved the concept of exhibiting at “Salone Internazionale del Mobile” from the
initial one, in which the pieces of furniture were shown in pre-structured stands with some furniture
complements only, to the actual idea of stands presented as real houses complete of parquets,
boiseries, doors, pieces of furniture, chandeliers, curtains and ceilings. Reaching such impressive
presentation requires a very high budget to rent a big stand, to realize all these products and to
manage the fair itself.

For micro-enterprises, due to the high costs, it is almost impossible to reach the same level of
presentation of the big companies and they consequently appear less attractive to the customers,
especially for what concerns complete customized furnishings orders.

Moreover it is necessary to highlight also the high investments in marketing activities to reach the
new economic powers, like China and Russia, and to build a widespread commercial network.
These phenomena have increased the gap between the big companies, which are growing fast, and
the small artisan enterprises that can not reach the same impact in terms of image and brand
awareness during Milano fair and in terms of development and diffusion of their distribution
channels.

Actually the sales of standard collections by small exhibitors during the fair have drastically
decreased and the possibilities to get orders for big villas, hotels etc... are becoming lower and
lower.

Joining Glamart Milano’s project the sales of the partner companies are expected to grow thanks to
the following factors:

= Increase of the impact on customers with a big stand and a complete offer of products
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= Increase of the visibility of the stand not only due to the bigger dimensions but also thanks
to the possibility of getting a better position in the pavilions®
= Strong centralized marketing campaign

= Development of strong widespread commercial system and distribution channels

COSTS REDUCTION

What make convenient and attractive the project of Glamart Milano for the future partner
companies are the possibilities to get an increase of sales, as above explained, at an overall lower
cost.

The following table shows the differences in terms of costs related to the participation to “Salone
Internazionale del Mobile” with Glamart Milano or in an independent way for a micro-enterprise
producing furniture.

For micro-enterprise is intended a company with an annual turnover of about 400.000 € and that

usually participate at the fair with a stand of 80 m?.

INDEPENDENT PARTICIPATION WITH
PARTICIPATION GLAMART MILANO
STAND RENT 13,760 € Included in the fee
STAND’S STRUCTURE 12,800 € Included in the fee
ARCHITECT 4,000 € Included in the fee
SET DESIGNER 2,000 € Included in the fee
_STAND’S STAFF: 1 hostess and 1 2,070 € included in the fee
interpreter
RENT OF 3 CHANDELIERS 2,100 € Supplied by a partner company
FABRICS: for bed cover, curtains etc... 2,500 € Supplied by a partner company
ADV. MA('LERIAL: leaflets and 7,500 € included in the fee
catalogues
OTHER COSTS: food, beverage etc... 1,500 € Included in the fee
TOTAL 48,230 € 30,000 €
Table 15: Costs savings for partner companies All the items are in €.

&Printed in lower quantity than what planned in Glamart Milano’s project.

Only considering these main costs there is a saving of 18,230 € more than the half of the fee

requested by Glamart Milano.

® The number of meters rent is an important criterion for the assignment of the position by Cosmit.
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The costs for the business trips and the other follow up activities depends on the different strategies
of the companies; however in case of participation at the project of Glamart Milano they are
included in the fee increasing a lot the savings of the partner enterprises. For example supposing a
minimum of four trips abroad, the relative saving can be estimated around 12,000 € that added to
the previous 18,230 € generate a total saving of about 30,000 €.

Finally it is necessary to specify that the costs for the realization of the collections exhibited
depends on the design and the features of the products themselves. Anyway in case of participation
with Glamart Milano they are defenitely lower considering that the square meters to furnish inside
Glamart Milano’s stand for each company will be about 70, ten less than in the case of indipendet
participation, and taking also into account the fact that the furniture companies won’t have to

produce the parquets or the ceilings, realized by a specialized partner enterprise.

For the chandeliers producer and the textile company the advantages are even higher as their fee for
joining Glamart Milano’s project is less than the one of furniture producers. In fact, their costs for
indipendent participation at “Salone Internazionale del Mobile” are very similar to those listed

above for furniture producers, even if some are of a different nature.
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