Die approbierte gedruckte Originalversion dieser Masterarbeit ist an der TU Wien Bibliothek verfligbar.

The approved original version of this thesis is available in print at TU Wien Bibliothek.

M Sibliothek,
Your knowledge hub

W

EXECUTIVE
ACADEMY

Accredited by

Association
EQuis of MBAS

Evaluation of sales cooperation as potential growth
lever for tesa Consumer & Craftsmen - Elaboration of a
cooperation strategy, screening criteria and first
qualification case of potential partners.

A Master’s Thesis submitted for the degree of
“Master of Business Administration”

supervised by
Prof. Dr. Christian Lithje

Claudio Di Vincenzo
1151945

Vienna, 15.07.2013



Die approbierte gedruckte Originalversion dieser Masterarbeit ist an der TU Wien Bibliothek verfligbar.

The approved original version of this thesis is available in print at TU Wien Bibliothek.

M Sibliothek,
Your knowledge hub

Affidavit

|, Claudio Di Vincenzo, hereby declare

1. that | am the sole author of the present Master's Thesis, “Evaluation
of sales cooperation as potential growth lever for tesa Consumer
& Craftsmen - Elaboration of a cooperation strategy, screening
criteria and first qualification case of potential partners." 93 pages,
bound, and that | have not used any source or tool other than those
referenced or any other illicit aid or tool, and

2. that | have not prior to this date submitted this Master's Thesis as an

examination paper in any form in Austria or abroad.

Vienna, 15.07.2013 . //% QK/_R
¢ — % T Signature



Die approbierte gedruckte Originalversion dieser Masterarbeit ist an der TU Wien Bibliothek verfligbar.

The approved original version of this thesis is available in print at TU Wien Bibliothek.

M Sibliothek,
Your knowledge hub

Abstract

After a constant profitable growth in the past years, tesa Consumer & Craftsmen, the

B2C-branch of tesa SE, is facing big challenges in the next years.

Adhesive market related channels are not going to show any significant growth within
the next years except for Eastern Europe. In countries with low tesa market shares,
there is no sales growth due to dominant local brands (Scotch, Sellotape, Plasto).

In countries with high tesa market shares, there is no growth without new

products/categories. And private labels / trade labels tends to gain market shares.

Up to now the strategic focus lied on organic growth through market penetration and
product innovations. Even if the innovation pipeline was successfully filled and some
new markets entered, past activities showed three main challenges for tesa in order to
enter new markets and to grow more successfully and more sustainably: the
identification of more breakthrough innovations based on even more fundamental, in-
depth user, trend and technology know how, the capability to develop new products
even beyond tesa’s core competencies, the penetration of relevant target groups and

sales channels even with limited market share and resources.

Sales cooperation have already been a relevant topic for tesa. But from now on, tesa’s
board wants to switch from a relatively pragmatic to a more strategic and pro-active

approach of cooperation.

Therefore the advantages, chances but also conditions of sales cooperation as lever
for growth have to be investigated and concretized strategically as well as potential

partnerships have to be screened and qualified actively.

According to this the main objective of the following master thesis is the evaluation if
and how sales cooperation are appropriated, the elaboration of a sales cooperation
strategy for tesa and the definition of the relevant criteria, frameworks and partners

landscape for the qualification of potential cooperation partners.

The elaborated strategy and the defined criteria will enable tesa to identify and qualify
potential sales cooperation partners in a systematic way. The systematic approach will
open up new partnership opportunities, that would probably not have been identified

by applying the pragmatic approach. Furthermore it enables a more efficient screening
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through fast rejection of sales cooperation that are “not on strategy” and a

companywide uniform assessment of cooperation ideas.

Finally the elaborated strategy and the respective frameworks will be applied on a
concrete case, resulting in a potential map with sales cooperation partner

recommendations for tesa.
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1. Introduction

tesa, a top-3 company in the self-adhesive industry, develops leading products and
system solutions for customers in several industries as well as for consumers.
Headquartered in Hamburg, it employs 3.800 people worldwide and generates annual

revenues of approximately € 1 billion.

In the consumer and craftsmen division (in the course of the paper referred to as tesa
C&C), whose business is focused on Europe and Latin America, tesa markets
innovative product solutions intended for the daily use in offices and in the home and
garden. Under the tesa umbrella brand, DIY stores and superstores as well as paper
goods and stationery shops offer end consumers and craftsmen a broad range of
more than 300 innovative products, including classic tesafilm, transparent adhesive
tape, and tailored solutions for specific applications such as energy conservation,

renovation, repairs, packaging, and temporary or permanent bonding.

An innovation-driven organization, tesa C&C has formidable competencies in the
ideation process as well as development of innovative products. But the high average
cost of penetrating relevant target groups and sales channels combined with the
increasing volatility of the markets’, make it harder for tesa to rely exclusively on its
own sales resources. The successful penetration of new markets requires profound
knowledge about the market conditions and the relevant target group, moreover
negotiation power towards the retailers and different kinds of sales resources (e.g. key
accounts, logistics, sales representative, etc.), factors that require time to be built and
respectively high initial investments. Historically, tesa has successfully penetrated and
respectively established a high brand awareness in the German speaking countries as
well as in some other European and Latin American countries. At the end of 2012,
tesa C&C operated in more than 100 countries and had 53 affiliates all over the world.
One executive stated in this regard: “With its approximately € 190 Million in revenues
tesa C&C is a bigger medium sized company, however according to its huge
international sales structures it has fixed costs like a multinational corporation”. It's no
wonder executives believe that tesa C&C could be more efficient and achieve better
results if it could extend and strengthen its sales network without having to invest in

own resources and building competencies.

' Schuh G., Friedli T., Kurr M., 2005, p. 10.
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As sales cooperation offer the opportunity to access the required resources and
competencies from a respective partner, they might constitutes an appropriate
instrument to mitigate the fix cost issue and to secure a sustainable high market

penetration.?

However, although cooperation have become a central organizational form for
accessing resources and the number of cooperation is continuously increasing, they
frequently fail to live up to expectations.® According to several studies conducted in the
last decades the failure rates of cooperation ranges from 37% to over 70%.* A recent
study conducted by Sempora Consulting confirms that less than 50% of the sales and
marketing cooperation are successful.” According to the fact that the majority of sales
cooperation does not reach the planned objectives and that their implementation
raises many challenges it is necessary to dramatically improve their odds of success.
This raises the question of how companies can manage sales cooperation to

maximize the probability of success.

The high practical relevance and urgency of the problem in conjunction with the fact
that the available scientific data about cooperation are still insufficient to address the
relevant issues®, justify the objective of the underlying paper, which is to extend the
knowledge about the management of sales cooperation.

The main focus in this respect will be on the development of a sales cooperation
strategy, which according to the findings of Ermisch has a significant impact on the

cooperation success.’
In order to achieve this objective the investigation is structured as follows:

Following the introduction in chapter 2 cooperation basics will be explained. First of all
the relevant terms will be defined and respectively cooperation will be outlined from
other external inter-relationship forms. Subsequently the main theoretical approaches

will be presented and the main findings from the practice will be given. According to

2 Schuh G., Friedli T., Kurr M., 2005, p. 10.
% Kale P., Dyer J., Singh H., 2002, p. 748.
4 Geringer J.M., Hebert L., 1991, p. 250.

° Sempora Consulting GmbH, 2007, p. 12.
® Mellewigt T., 2003, p. 3.

" Ermisch R., 2007, p. 73.
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the results of the above mentioned analysis, the research deficit in the field of sales

cooperation will be summed up.

In chapter 3 the conceptual framework of the investigation will be presented. To start
with the frame of reference for cooperation management, which represents the basis
of the explorative investigation, will be deducted. Following the approach and
investigation design of the explorative study will be explained. Finally after the
presentation of the interview guide the data collection method will be assessed and the

evaluation of the data will be explained.

Chapter 4 comprises the presentation and discussion of the investigation results. The
evaluation of the data is mainly qualitative based, supplemented by some quantitative
elements. Starting with a descriptive analysis of tesa’s past and running cooperation,
in the next step the results of the tesa SWOT analysis will be presented. Finally the
constructs according to the frame of reference for cooperation management

elaborated in chapter 3 will be analysed.

Chapter 5 provides the results of the first qualification case of potential partners. First
of all the relevant screening area with regard to the identified priorities of chapter 5 will
be shortly introduced. Subsequently the relevant criteria will be identified and an
appropriate evaluation tool will be elaborated. Finally from the identified long list of
potential cooperation partners the short list will be deducted by using the elaborated

evaluation tool.

Finally in chapter 6 the empirical findings in combination with the underlying
cooperation basics and theories lead to the deduction of implications as well as the
formulation of recommendations for action for strategic cooperation management.
Moreover the limits of the underlying investigation as well as propositions for further

investigation are shortly presented.
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2. Cooperation Basics

In the following chapter the relevant definitions for the investigation will be explained.
Subsequently the main findings from the scientific research and the practice of
cooperation will be analysed. The results from the analysis will detect the existing
deficiencies in the cooperation research and will respectively point out the scientific

contribution of the present paper.

2.1 Definitions

In the following the main terms of the investigation will be defined and outlined. First
the term “cooperation” will be explained and outlined from other forms of inter-
company arrangements according to two classification approaches. Subsequently a
working definition will be elaborated. The term “Sales” will be defined as further

relevant term of the present paper.

2.1.1 Cooperation

Although the relevance of cooperation is continuously increasing in both scientific
literature and practice there is still no uniform definition for the term “cooperation”.
According to Mellewigt one of the reasons is the usage of the term in many different
disciplines, e.g. business administration, psychology, sociology.® Furthermore even
within the single disciplines there is no uniform definition.® According to Rotering this
can explained by the existence of many different terminologies, e.g. “strategic
alliance”, “strategic network”, “inter-organizational relationships”, “collaborative
agreement” which are sometimes used as synonyms to cooperation and sometimes
have a broader or tighter meaning depending on the author.™

Against this background the author regards it as reasonable to develop a working
definition for the present paper. To that end the boundaries of cooperation will be
defined and afterwards the relevant characteristics for the present paper will be

assigned.

According to the scientific literature there are two different approaches to outline

cooperation:

8 Mellewigt T., 2003, p. 8.
° Rotering J, 1993, p. 6f.
1% Ermisch R., 2007, pp. 17-20.
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1. The level of internalisation according to the Market-Hierarchy-Continuum.

2. Subsume under the term of “corporate linkages”.

In the following the two approaches will be described more in detail in order to derive a

working definition for the present investigation.

2.1.1.1 Outline from alternative inter-company collaboration forms

Cooperation is only one possible way for an organization to gain access to external
resources for growth." According to the market-hierarchy-continuum the alternatives
to cooperation are to purchase the required goods, services or resources on the
market (e.g. purchase contract, informal collaboration) or to acquire or merge (“M&A”)
with another company that offers the required goods or services. Within the market
coordination the central coordination mechanism for the exchange of a specific
resource is the price. The market participants are free to take their own decision
without any influence at any time. The hierarchic coordination however is
characterised by a high degree of integration and accordingly coordination through the

central management.'?

Hierarchical coordination
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Figure 1: Cooperation between Market and Hierarchy13

" Hoffmann W., Schaper-Rinkel W., 2001, p. 132.
'2 Sydow J., 2002, p. 98.

% Own representation based on Rotering J, 1993, p. 9.
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As the intermediary coordination form cooperation have elements from both forms,
however they have two main differentiating characteristics. First, the interdependency
differentiates cooperation from market transactions.” As cooperation are explicit
voluntarily interactions it is necessary to coordinate the common activities to achieve
the cooperation objectives, which leads to dependencies between the cooperation
partners within the relevant business functions.” The second characteristic is
autonomy, which differentiates cooperation from hierarchical organizational forms (e.g.
acquisition, merger). Within a cooperation both parties are legally and economically
independent and can terminate the contract at any time."®

Depending on the arrangement, cooperation can have more market or hierarchy
related characteristics. The higher the market related characteristics are the higher the

degree of integration and accordingly the level of influence and vice versa."’

To use an analogy the cooperation is represented by an open relationship, in which
both parties have some clear rules, but can terminate the relationship at any time.
Accordingly the marriage stands for the hierarchy with high wedding and separation
costs and usually an high degree of mutual influence. The market represents the

purchase of “relationship-related” services.®

2.1.1.2 Corporate linkages

The basic idea of the corporate linkages is that there are two main approaches how
companies can link their resources to utilize economies of scale and scope. The
essential differences among the two approaches is whether the linked companies

preserve legal and economic independence.

' Mellewigt T., 2003, p. 10.
'® Mellewigt T., 2003, p. 10.

'® It should be noted, however that the economic independency is partially given up in favour of
joint decisions within the for the cooperation relevant business functions. Mellewigt T., 2003,
p. 10.

" Friese M., 1998, p. 67.
'® Own idea. Analogy is also shown in figure 1.

19 Pausenberger E., 1989, p. 625.
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Corporate Linkages

Concentration

Cooperation

Operative Strategic
cooperation cooperation

Acquisition

Figure 2: Corporate Linkages

The central characteristic of cooperation is that the involved companies remain legally
and economically independent.?’ Restrictions occur only in the business functions that
are relevant for the cooperation, as the cooperating companies will take jointly
decisions. Nevertheless the companies can decide whether to enter or to leave the

cooperation at any time.??

In analogy corporate concentrations are characterised either through the loss of the
legal independence of at least one company (merger) or the loss of the economic
independence also in the business functions that are not defined in the cooperation

agreement (acquisition).?

2.1.1.3 Classification of cooperation

One way to classify cooperation is to look to the type of connected economic stages
which defines the so called cooperation direction. Cooperation with companies of the

.* Vertical cooperation are

same production and trading levels are called horizonta
characterised by the combination of successive production and trading levels. The
latter can be further differentiated between upstream production and trading levels
(e.g. suppliers) and downstream connections (e.g. customers). The third cooperation
form according to the type of connected economic stages is called diagonal, which
describes the cooperation of companies from different industries and / or different

production and trading levels.?

2 Pausenberger E., 1989, p. 625.
! Rotering J, 1993, p. 11.

2 Lutz V., 1993, p. 34 ff.

% sydow J., 2002, p. 98.

2 Lutz V., 1993, p. 52.

% Pausenberger E., 1989, p. 626.
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Cooperation can be further classified according to the underlying legal form. Generally
it can be differentiated between “under corporate law institutionalized” (e.g. foundation
of a joint venture) and “under contract law institutionalized” cooperation (e.g.
cooperation agreement). Furthermore there is also the possibility to cooperate without
any agreement, although this case is unusual in the practice, as both parties are

interested in limiting the uncertainties.?®

Further characteristics are among others the duration of the cooperation, the number
of core companies involved in the cooperation as well as the relation of the size of the
cooperation partners. The following figure 3 shows an overview about the main

classification types:

Characteristic _______________________Foms________________|

R&D Supply After

Value Chain Phase Ideation / Techn. Purchase Production Converting Marketing Sales Chain Sales
Type of cooperation strategic operativ
Time horizon short-term mid-term long-term
Cooperation direction vertical horizontal diagonal
# of core companies involved 2 3-10 >10
Partner size homgeneous inhomogeneues
Partner location local national international

under corporate law under contract law Non-written
Legal Form R TR

institutionalized institutionalized agreement

Figure 3: Classification of Cooperation27

According to the cooperation objectives, cooperation are configured according to the
most appropriate characteristics.?? With regard to tesa’s cooperation objectives, which
will be presented in chapter 4, the most appropriate cooperation configuration will be
deducted.

2114 Working definition of “cooperation”

With regard to the above presented approaches to outline cooperation from other
inter-organizational relationships forms and in accordance with the definitions from
Rotering and Mellewigt the term cooperation for the purpose of the present paper is
defined as a conscious, explicitly agreed and unilaterally terminable arrangement

between two or more independent companies, who engage in mutual exchange or

%5 Etter C., 2003, p. 48.
2" Etter C., 2003, p. 48.
%8 Etter C., 2003, p. 47.
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combination of business functions with the objective to achieve competitive

advantages.”

The outline from market related transaction follows from the conscious and explicitly
agreed arrangement, while the unilateral termination and the autonomy are relevant
criteria for the distinction from hierarchical organizational forms and respectively from

concentration linkages.*

The objective to achieve competitive advantages emphasises the focus on strategic
rather than operative cooperation. The latter focus usually on achieving short term

objectives and do not have the purpose to achieve competitive advantages.®’

With regard to the relevant investigation area according to the classification
characteristics presented in section 2.1.1.4, the underlying paper will focus exclusively
on cooperation in the value chain phase “sales”. Moreover with regard to the
cooperation direction vertical cooperation (e.g. cooperation with retailers) will not be
taken into consideration, as they are not in the area of responsibility of the
International Business Development department of tesa. Accordingly the present
paper will focus on horizontal and diagonal cooperation and will not include all running

agreements with retailers as well as suppliers.

2.1.2 Sales

The value chain phase “sales”, which is the focus area of the present paper, can be
defined as a bundle of activities required to make available the goods or services for

the customers.*

The sales organization makes a big contribution to the customer value, e.g. in the form
of consulting and problem solving. Furthermore as the sales organization bundles a
huge know how about the markets, its customers and the fields of application of the

products, the building of an efficient sales organisation is a long-term issue.*

%9 Mellewigt T., 2003, p. 10.; Rotering J., 1993, p. 6.
% Mellewigt T., 2003, p. 10.

1 Gerpott T., 1993, p. 36-39.

%2 Backhaus K., 2003, p. 376.

% Belz C., Reinhold M., 1999, p. 18 ff.
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Accordingly the performance capabilities of a sales organization determine the speed
of a market entry or the placement of a new product or service in a specific market
which implies that the quality of sales is one of the key factors for the market success

and respectively for the sustainable success of a company.*

In the sales functions a distinction is made between an acquisitive and a logistical
dimension. The acquisitive dimension comprises all activities, which are required for
winning a new customer or for strengthening an existing relationship. These includes
several management tasks at different levels of the sales organisation as well as
operative activities such as negotiation, offer creation, promotions and customer
support. The logistic dimension includes all activities, which are related to the
distribution, e.g. order processing, delivery and installation.>* A more detailed overview
about the tasks related to the sales area, which respectively represent the functions

that can be exchanged within a sales cooperation will be presented in chapter 4.4.2.1.

Moreover within sales it can be differentiated between two distribution systems. Within
the direct distribution the manufacturer sells the goods directly to the end consumers.
The indirect distribution occurs when the goods are sold through third party companies

(e.g. retailers), which are legally and economically independent.>

In regard with the indirect distribution, a further distinction is made between a
company’s own and third-party representatives. Through the company’s own
representatives the manufacturers sell their goods directly to the retailers, while the
third-party representatives act as intermediary between the manufacturer and the
retailer.” Examples for third-party representatives are distributors, who’s business
model is based on bundling the products of many third-party manufacturers to gain
better conditions from the retailers or other manufacturers, who supply the same
customers. The selection decision is based primary on the most effective and efficient

fulfilment of the relevant sales activities.®

% Belz C., Reinhold M., 2005, p. 848.
% Backhaus K., 2003, p. 377.

% Weis H.C., 2007, p. 372 ff.

" Bruhn M., 2007, p. 265 f.

% Bruhn M., 2007, p. 259 f.
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As the direct distribution is not included in tesa’s actual business model, the present
investigation will focus exclusively on cooperation strategy related to improve the

indirect distribution.

2.2 Cooperation in the scientific research and in practice

Nowadays there is a huge number of publications about cooperation available and
actually the number is still growing.*® Despite the quantity the focus of most of the
publications lies on a few topics. Furthermore most of the publications are not
scientifically sound.*® The following chapter gives an overview about the theoretical
approaches in the cooperative research, describing the two most frequent applied
approaches more in detail. In the next step an overview about the main findings from
the practice will be given. According to the results of the above mentioned analysis,
the research deficit in the field of sales cooperation will be identified and the respective

contribution of the present paper will be outlined.

2.2.1 Theoretical approaches

The objective of the theoretical approaches is to offer a plausible basis for decision-
making whether to use cooperation or alternative organizational forms to achieve the
business objectives.*’

According to the scientific research on cooperation there are many different theoretical
approaches to explain the phenomenon of cooperation.** The following table shows an

extract of all approaches, subdivided according to their theoretical origin:

* Bronner R, 2003, S. V ff.

0 Mellewigt T, 2003, p. 3.

*! Hoffmann W., Schaper-Rinkel W., 2001, p. 133.
*2\Wurche S., 1994, p. 21.



Die approbierte gedruckte Originalversion dieser Masterarbeit ist an der TU Wien Bibliothek verfligbar.

The approved original version of this thesis is available in print at TU Wien Bibliothek.

M Sibliothek,
Your knowledge hub

20

Category Theoretical approaches

* Transaction cost approach
» Game-theoretic approaches
. * Principal-agent approach
Economic approaches « Industrial economic and strategy-oriented
approaches
» Economic approaches relating to work

* Theory of "Flexible Specialization”
* Labour-Process-approach and Neo-
Fordismus

Political-economic
approaches

» Exchange theoretical approaches

» Resource-based View

* Organizational-economic approaches
* Institutional approaches

Inter-organizational theories

Figure 4: Theoretical approaches of cooperation43

The high amount of theories indicates that there is no leading one.** Moreover the
study of the different approaches reveals that none of the theories can fully explain the
phenomenon of cooperation.* Accordingly it is useful to apply more than one
theoretical approach depending on the dimensions of cooperation that need to be
analysed.”® As a further analysis of the theoretical approaches would go beyond the
scope of this Master Thesis, the analysis of cooperation in the following chapters will
be based on the transaction cost and resource-based View, which are the most

common and most frequent approaches used in the scientific research.*’

The transaction cost theory goes back to Coases’ publication “The Nature of the Firm”
from 1973, who presumes that every single economic transaction causes costs.
According to this the main assumption of his concept is that organizations can
internally produce goods at lower costs by avoiding transaction costs compared to
individuals, who handle their transactions on the market.*®

Williamson defines transactions as the transfer of usage right of goods and services in
exchange relationships between contractual partners.* He subdivides the so called
transaction costs in ex-ante and ex-post transaction costs depending on whether they

occur before the signing of the contract (e.g. information, negotiation and contract

43 Sydow J., 2002, p. 171 ff.

* Kabst R., 2000, p. 21 f.

* Friese M., 1998, p. 78.

6 Sydow J., 2002, p. 9f.

*" Mellewigt T., 2003, p. 27.

8 Coase, R.H., 1937, pp. 386-405.

9 Williamson O.E., 1979, pp. 233-235.
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costs) or after (e.g. monitoring costs, costs for adaptations of the contract, etc.).*® The
transaction cost theory recommends choosing the organizational form that minimizes
the sum of ex-ante and ex-post transaction costs.”’ Accordingly applying the
transaction cost theory for the evaluation of the most appropriate organizational form,
cooperation offers advantages when the costs for a hierarchic or market related

transaction are higher than within a cooperation.®?

The Resource-based View goes back to Penroses’ publication “The Theory of the
Growth of the Firm”.>® The main assumption is that resources are the main source of
competitive advantage and that accordingly the success of an organization is primary
based on the resources at its disposal and the access to external resources.’
Accordingly cooperation and acquisition develop when a company needs additional
resources that cannot be purchased and due to cost and time issues are too
expensive to be built internally.** Moreover the combination of complementary
resources within cooperation can enable mutual competitive advantages for both
partners.®®  Accordingly the resource-based view recommends choosing the
organizational form that provides the best opportunity for sharing and transferring

resources.

In conclusion it can be summarized that in order to define whether cooperation is the
most appropriate organizational form to achieve the business objectives, two main
theoretical approaches are required. The transaction cost approach focuses on the
economic costs of a specific organization, while the Resource-based View shifts the
focus from cost to value considerations, which can be created from bundles of
resources. As the two approaches are considered complementary both need to be

applied to identify the most appropriate organizational form.*’

%% Wwilliamson O.E., 1975.

*" Hoffmann W., Schaper-Rinkel W., 2001, p. 133.
*2 Thorelli, H. B., 1986, pp. 37-48.

53 Kor, Y., Mahoney J.T., 2004, pp. 183-191.

% Sydow J., 2002, p. 196-205.

* Hoffmann W., Schaper-Rinkel W., 2001, p. 134.
°® Duschek S., 2004, pp. 53-73.

" Hoffmann W., Schaper-Rinkel W., 2001, p. 134
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2.2.2 Sales cooperation in practice

In accordance with the growing number of publications about cooperation in recent
years cooperation activity in the practice has also increased substantially.?®

Kang and Sakai report that the number of cooperation in 1999 was six times higher
than a decade before.”® Furthermore also the impact of cooperation appears to be
growing steadily. According to the study of Freidheim, the percentage of the annual
revenue of the 1,000 largest US companies earned from cooperation grew from less
than 2% in 1980 to 17% by 1995 and was expected to reach 22% by 2000.%°

With regard to sales cooperation a similar trend can be confirmed by the study from
Sempora Consuluting, which indicates that 94% of interviewed marketing managers

allege that sales and marketing cooperation will become increasingly important®’

2.2.2.1 Main objectives of sales cooperation

The achievement of competitive advantages is the overall objective of cooperation.®?
However with regard to the survey conducted by Sempora Consulting the following

more precise sales cooperation objectives can be differentiated:

Reducing costs

Better cultivation of existing markets

Access to new markets / customer
groups
Access know how [ access to new
competencies

Strengthen brand awareness in existing
markets

Share risks

Join forces against competition

0% 20% 40% 60% 80% 100%

Figure 5: Main objectives of sales cooperation63

%8 Tjemkes B., Vos P. & Burgers K., 2012, p. 4.
% Tjemkes B., Vos P. & Burgers K., 2012, p. 4.
® Freidheim, 1998, p. 28.

®" Sempora Consulting, 2007, p. 9.

%2 Tjemkes B., Vos P. & Burgers K., 2012, p. 2.
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According to the survey of Sempora the most frequent reasons for engaging in a sales
cooperation is to reduce costs (87%). The most likely explanation for this is the
requirement of increasingly international sales structures arising from the ongoing
internationalization of the markets, which lead to high fix costs. The advantage of
cooperation is that not every investment that is strategically advisable must be
executed as through the exchange of competencies and resources with the
cooperation partners the same effects can be achieved. Accordingly the companies

can focus on investments that are required to enhance their core competencies.®

The second most frequent reason is a better and sustainable penetration of the
consisting markets (85%). According to the increasing competition from private label
and from mainly Asian companies, many brand manufacturers tend to loose
substantially market shares and see themselves getting increasingly crowd out of
business.®® To counteract this within cooperation companies can among others offer
their products to the retailers jointly from one source. By doing this they increase their
critical mass and respectively their relevance and negotiation power towards the
retailers. The same argumentation applies to the objective “join forces against

competition”.

Another way to react to the above mentioned retail trend and respectively negative
market development is to launch innovative products. Launching new products
requires the entry in new markets and the penetration of the relevant target groups as
well as distribution channels. Cooperation can help to speed up the entry in a new
distribution channel and to decrease the capital requirements substantially as the

potential partner already has the relevant competencies and resources.®

In summary, it can be said that cooperation enables to steer the company in the most
appropriate direction according to the development of the business environment. At
the same time cooperation constitutes an instrument with a high degree of flexibility

that can be adapted or terminated at any time.®’

®3 Sempora Consulting, 2007, p.10.
% Schuh G., Friedli T., Kurr M., 2005, p. 10.
& Symphony IRI Group, 2011, p. 4.
% Schuh G., Friedli T., Kurr M., 2005, p. 10.
®7 Schuh G., Friedli T., Kurr M., 2005, p. 12.
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2.2.2.2 Risks of sales cooperation and why they fail

According to the definition cooperation consists of two or more companies, which
remain independent organizational entities, but connect voluntarily through a
cooperation agreement. Although cooperation thus offer companies flexibility in
achieving their objectives, they also represent relatively unstable organizations,
because there is an absence of hierarchical governance. Furthermore as critical
resources get exchanged, companies engaged in cooperation grow increasingly
dependent on each other to realize their joint and individual objectives. This situation
implies that companies must manage their cooperation proactively to resolve any
tension between. Moreover as cooperation can be dissolved at any time the respective
threat of premature termination requires systematic management attention to resolve

any emerging adversities.®

According to the above mentioned risks even as companies increase their focus on
cooperation, their failure rate is still very high. According to several surveys the failure
rate ranges from 30 and 70%.%° This range fits with the survey of Sempora with regard
to which marketing and sales managers have stated that less than 50% of the

cooperation are successful.

Missing advantage for the customer
Insufficient planning

To low consideration of common objectives
Missing partner fit

Cooperation is not strategically motivated
Inappropriate operative execution
Underestimation of additional costs

Missing cooperation competence and experience
T T T T T

0% 10% 20% 30% 40% 50% 60% 70% 80%

Figure 6: Main reason for failure of sales cooperation 7°

According to the survey of Sempora the most frequent reason for the failure of
marketing and sales cooperation is the insufficient resources and continuity in the

08 Tjemkes B., Vos P. & Burgers K., 2012, p. 2.
69 Geringer J.M., Hebert L., 1991, p. 250.
70 Sempora Consulting, 2007, p.13.
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project implementation (73%). This is attributable to the fact that the above mentioned
absence of hierarchical governance leads often to discontinuity in the
implementation.”! The same argumentation applies to the reason “Insufficient

planning” as well as “underestimation of additional costs”.

The second most frequent reason for the failure of sales cooperation is the missing
advantage for the customer. The main explanation for this may lay in the fact that most
of the companies focus exclusively on the enforcement of the own interests without
considering the interest of other involved parties.”? Accordingly considering the
objectives of all involved partners and respectively establishing a win-win-win situation
reduces substantially the above mentioned cooperation risks and respectively
enhances the chances to succeed. In order to establish a win-win-win situation a high
fit between the cooperation partner is required.”” However the missing fit has been

mentioned as well as one of the most frequent reasons for failure.

Strategic motivated cooperation guarantee that the whole organization is behind the
success of the cooperation and respectively it is most likely that the appropriate
amount of resources, budget and top management backing is allocated to achieve the

cooperation objectives.”

The fact that “inappropriate operative execution” (46%) as well as “missing
cooperation competence” emphasises the already above mentioned need for special

cooperation competencies.

2.3 Conclusion and research needs

Nowadays there is a huge number of publications about cooperation. Nevertheless
according to the high cooperation failure rate showed in chapter 2.2.3.2 and the
unilateral focus on a few topics, the actual level of knowledge about cooperation is not
satisfactory.”” The main reasons are on the one hand the high complexity of the topic

and on the other hand the big amount of starting points for scientific researches.

" Tjemkes B., Vos P. & Burgers K., 2012, p. 2.
"2 Jacobi F., 1996, p. 134.

"3 For further explanations about the relevant factors for establishing a partner’s fit see chapter
4.4.21.

™ Emrisch R., 2007, p. 155 f.
’® Mellewigt T., 2003, p. 3.
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According to Parkhe “researchers have not addressed certain crucial questions at the
heart of the cooperation relationship”.”® According to the existing literature about
cooperation Parkhe addresses to the focus on just a few topics, in particular the choice
of the cooperation form and the reasons for cooperating.”

The own literature research confirms this phenomenon also in the field of sales
cooperation. In particular in regard to a sales cooperation strategy only little relevant
researches could be found.

In summary it can be stated that the development of a cooperation strategy in the
value chain area “sales” has been not investigated properly until now. Furthermore the
high failure rate of cooperation shown in chapter 2.2.3.2. leads to the conclusion that
from the point of view of the practice there is a high need for scientific knowledge

about the management and especially the strategy development of sales cooperation.

"® Parkhe A., 2006, p. 370.
" Mellewigt T., 2003, p. 3.
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3. Research framework and approach

Starting from the cooperation management model of Theurl and according to the
further literature analysis conducted by the author in the following chapter the key
topics and influencing factors with regard to cooperation success will be consolidated
in a frame of reference for cooperation management. After the description of the
elements according to the frame of reference for cooperation management the
underlying investigation design including the specific research approach and the data

collection method will be explained.

3.1 Conceptual framework

3.1.1 Cooperation management model according to Theurl

The cooperation management model of Theurl comprises the four phases of the
cooperation life cycle strategic positioning, internal preparation, institutionalization and

operative execution as well as the success control.”

The objective of the phase “strategic positioning” is to analyse the strategy and
objectives as well as the external environment of the own corporation. According to the
analysis of the strategic objectives and the external environment the most appropriate
strategic options for the achievement of the objectives and accordingly the concrete

cooperation objectives can be deducted.”

The phase “internal preparation” focuses on identifying the own core competencies as
well as weaknesses, from which the required “needs” and the “wins” that can be
offered to potential partners can be deducted. Based on that a screening of potential
partners can be executed. Furthermore the available resources, existing tools and
instruments as well as processes for cooperation need to be assessed and to be

established.®

Within the institutionalization phase the detailed cooperation plan including concrete

cooperation targets, responsibilities and tasks of the involved partners need to be

"8 Theurl T., 2005, p. 17.
" Theurl T., 2005, p. 17.
8 Theurl T., 2005, p. 17.
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elaborated. Based on that the attractiveness of the business case can be assessed

and the cooperation contract can be negotiated.®’

The operative execution comprises the briefing, internal roll-out as well as

implementation of the cooperation.®

Finally a continuous professional monitoring and control enables to identify process
inefficiencies as well as the achieved value creation through the cooperation and
enables to assess whether a continuation, adaptation or termination of the cooperation

is most appropriate.®

3.1.2 Frame of reference for cooperation management

The frame of reference for cooperation management represents the influencing
elements, that according to the theoretical models as well as empirical findings, have
the highest impact on the cooperation success. As basic theoretical model for the
basic structure the cooperation management of Theurl has been used, as the author
considers it as the most complete model with regard to the coverage of the relevant
aspects, encountered within the analysis of the cooperation literature. With regard to
the empirical findings the author refers in particular to the findings of Emrisch, who
among others has analysed the most important and at the same time most neglected

influencing factors with regard to the cooperation success.®

On the basis of the above described model and empirical findings combined with a
further extensive literature research the identified main influencing factors can be
summarized in the following three categories: “deduction of strategic cooperation
potentials”, “exploitation of cooperation potentials” and “monitoring and control”.

The following figure shows an overview of all elements of the frame of reference for
cooperation management which will be described more in detail in the following

sections:

8 Theurl T., 2005, p. 17.
8 Theurl T., 2005, p. 17.
8 Theurl T., 2005, p. 18.
8 Emrisch R., 2007, p. 73 ff.
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Deduction of Cooperation Rationale Assessment of Alternatives
strategic Definition of Objectives n .
cooperation and Search Fields © Best.flttlng_ external inter-
potentials + Fit with Corporate and nelilizr iz fo

Business Strategy « Cooperation Configuration

Assessment of Potential

« Financial evaluation /
business case

Partner Fit

* Strategic Partner Fit
* Fundamental Partner Fit
Exploitation of * Cultural Partner Fit

cooperation
potentials

Cooperation Definition Cooperation concretization

* Cooperation Targets + Cooperation Plan
*  Cooperation Model * Cooperation Contract

Cooperation Outcome

Monitoring

& Control « Financial Targets
¢ Other Success Measures

. . 85
Figure 7: Frame of reference for cooperation management

3.1.2.1 Deduction of strategic cooperation potentials

Cooperation Rationale

A strategy is a mid- to longterm acting fundamental decision, which serves as
orientation framework for subsequent decisions in order to canalize business activities
towards the achievement of the business objectives. The basics for the elaboration of
a strategy are a detailed analysis of the environmental as well as a business analysis,

which help to identify business potentials.® &

Based on the overall corporate objectives and the identified business potentials the
strategic cooperation potentials (respectively strategic cooperation objectives) can be
deducted. In the next step the corporate and business strategy helps to deduct the
operative cooperation objectives and to prioritize them. The following figure 8 shows

how the cooperation objectives can be deducted:

8 Own representation based on Theurl T., 2005, p. 16 ff. and Emrisch R., 2007, p. 73 ff.
% Nieschlag R., Dichtl E., Hérschgen H., 1997, p. 1078.

8 Business potentials in this context are defined as an environmental situation, which
through appropriate measures of the company can be exploited to gain competitive
advantages. Schuh G., Friedli T., Kurr M., 2005, p. 92.



Die approbierte gedruckte Originalversion dieser Masterarbeit ist an der TU Wien Bibliothek verfligbar.

The approved original version of this thesis is available in print at TU Wien Bibliothek.

M 3ibliothek,
Your knowledge hub

30

Corporate Objectives
Achieving Competitive Advantages

Strategic objective 1 Strategic objective 2 Strategic objective 3
Operative objectives Operative objectives Operative objectives

Prioritized Operative Prioritized Operative Prioritized Operative
objectives objectives objectives

Figure 8: Deduction of cooperation objectives88

General
cooperation
objective

Strategic
cooperation
objectives

Operative
cooperation
objectives

Prioritized
operative
cooperation
objectives

The respective construct which has been built to deal with these topics is called
“Cooperation Rationale” and comprises the elements “Definition of Objectives and

Search Fields” and “Fit with Business Strategy”.

Assessment of Alternatives

As generally the company objectives can be achieved through three alternatives for
external growth — purchase, cooperation and M&A — the most appropriate alternative
in accordance with the specific conditions needs to be identified.

In this context Schaper-Rinkel have executed an empirical investigation in order to
identify the relevant influencing factors on the choice of the external growth. Based on
the analysis of the transaction cost and resource-based view theories® as well as on
interviews with managers from several industries they have developed the following

decision matrix;*

8 own representation in accordance with Friese M., 1998, p. 121.

® For further explanations about the transaction costs and resource-based view theories see
chapter 2.2.1.

% Hoffmann W., Schaper-Rinkel W., 2001, p. 140 ff.
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+ high transaction-specific investments
+ high behavioural uncertainty

+ weak appropriability regime

- high absorptive capactiy

.

Need for
low control high

high

Web of Equity
contracual joint

. _ . relationships venture
+ high strategic uncertainty

+ high dispersion of knowledge
+ limited resources endwoment
- persistence of economic synergies

Need for
strategic
flexibikity

Contracual Acquisition
+ ... positive influence relationship
- ... negative influence

low

Fiaure 9: Decision Matrix how to choose between acauisition and cooperation '

The matrix represented in figure 9 serves as decision-basis to choose between
acquisition and cooperation. Furthermore it enables to choose the most appropriate
organizational layout according to the circumstances.®

The decision matrix will be used as a basis for the assessment of alternatives within
the underlying investigation and respectively discussed within the analysis. The
respective element in the underlying frame of reference for cooperation management
is called “best fitting external inter-relationship form” and belongs to the construct

“Assessment of Alternatives”.

As further element of the construct “Assessment of Alternatives” and final element of
the category “Deduction of cooperation potentials” the most appropriate cooperation
configuration will be defined. The latter refers to the classification types of cooperation

and will be analysed according to the classification matrix presented in chapter 2.1.1.3.

" Hoffmann W., Schaper-Rinkel W., 2001, p. 153.
%2 Hoffmann W., Schaper-Rinkel W., 2001, p. 153 f.
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3.1.2.2 Exploitation of cooperation potentials

Whereas the previously presented category has the objective to identify the strategic
cooperation potentials, the following category focuses on the question how to

cooperate in order to maximize the cooperation success.

Partner Fit

According to the most frequent reasons for cooperation failure®, it is crucial that the
cooperation partners fit well to each other. With regard to Bronder and Pritzl the
respective construct “partner fit” comprises the elements strategic, fundamental and
cultural fit. * Strategic fit refers to the compatibility of the objectives that the partners
want to accomplish within the cooperation.”® Apart from its serviced markets, the
positioning, the company size and the product range, the fundamental fit refers in
particular to the available resources and competences of the partner.*® Finally the
cultural fit refers to the similarity of values and norms as well as decision-making
processes, leadership styles and communication styles. ® For the purpose of the
analysis of the partner’s fit the author has elaborated a list of possible factors that a
potential sales cooperation partner should fulfil in order to establish a good fit with
tesa. The factors have been derived partly from the literature, partly from own
knowledge as well as from conversations with colleagues. The interviewees have been
asked to evaluate the predefined success factors in order of importance based on a

three stages rating scale.

Cooperation Definition

After an appropriate cooperation partner has been identified the cooperation needs to
be defined. This means that according to the cooperation objectives that have been
set the concrete targets as well as the appropriate cooperation model to achieve the
objectives need to be defined. The respective frameworks will be elaborated on the
basis of the interview outcomes. The respective construct with regard to the frame of

reference for cooperation management is called “Cooperation Definition”.

% For further details see chapter 2.2.2.2.

% Bronder C., Pritzl R., 1991, p 49f.

% Tjemkes B., Vos P. & Burgers K., 2012, p. 32.
% Jacobi F., 1996, p. 139.

" Tjemkes B., Vos P. & Burgers K., 2012, p. 35.
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Assessment of Potentials

Ultimately by implementing cooperation, companies aim to reach financial objectives.
However according to a study conducted by McKinsey & Company only half of the
cooperation have positive returns.®® Accordingly after the cooperation has been
defined a financial assessment of the cooperation is required in order to evaluate
under which specific conditions the cooperation will generate positive return on sales.
For the purpose of assessing the profitability of sales cooperation the main cost blocks
that occur within a sales cooperation will be derived within the analysis of the past and
running cooperation of tesa. The respective construct is called “Assessment of

Potential”.

Cooperation Concretization

Finally with regard to the fact that “lack of resources and continuity in the project
management” and “insufficient planning” count to the most frequent reasons for the
failure of cooperation® the construct “cooperation concretization” has been defined.
Within the element “cooperation plan” the most important factors to consider within the
operative planning of the cooperation will be identified. Finally the “cooperation
contract” defines the rights and obligations as well as the binding targets agreed
before. As the contract is mainly a legal issue it will not be further analysed in the

underlying investigation.

3.1.2.3 Monitoring and Control

According to the continuously changing corporate environment cooperation partners
must evaluate the cooperation performance continuously to maintain the cooperation
effective.'® For example changes in the market can lead to idle capacity or obsolete
competencies which respectively reduce the cooperation potential. Furthermore the

cooperation objectives of the partners can change in the process of the cooperation.'’

Accordingly the category “Monitoring and Control” analyses the necessary information
to evaluate the cooperation performance and respectively to take appropriate actions,

whether doing nothing, restructuring the cooperation or terminating the relationship.

% Kaplan R., Norton D., Rugelsjoen B., 2010, p. 114 f.
% For more details see chapter 2.2.2.2.

1% Tiemkes B., Vos P. & Burgers K., 2012, p. 100.

%" Doz Y., Hamel G., 1998, p. 151.
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The respective element that deals with the quantitative evaluation of the cooperation is
called “Financial Targets”. However as the sole consideration of quantitative success
measures can lead to misjudgements in regard to the cooperation success, the
literature recommends to focus in particular on qualitative success measures.'®
Although qualitative success measures are due to the subjective perception of the
interviewee, they enable the intuitive consideration of many factors (e.g. market
situation, cooperation phase, different objectives of the partners) and are therefore
most appropriate for the evaluation of cooperation.’® The respective element is called

“Other success measures”.

3.2 Conception of the empirical study

The objective of the present paper is to identify the cooperation approach that offers
the highest contribution to the achievement of the objectives of tesa Consumer &

Craftsmen. The core question in this regard will focus on the cooperation strategy.

For the purpose of elaborating the most appropriate cooperation approach for tesa
Consumer & Craftsmen the company’s past and running cooperation as well as the
corporate and business strategy will be analysed with regard to the influencing
elements according to the frame of reference for cooperation management explained
in chapter 3.1.2. Based on the findings related to tesa, general recommendations for

action for the successful management of sales cooperation will be deducted.

In the following section the concept of the empirical investigation will be presented.
Apart from the justification for choosing the underlying investigation design and data
collection method, the structure of the interview guide as well as evaluation and

analysis will be explained.

3.2.1 Approach and investigation design

As according to Mellewigt, the cooperation research is in an early phase and a

t'% an explorative approach is considered as most

coherent theory still doesn’t exis
appropriate for the present investigation. The explorative approach is useful to break

down and specify complex and badly structured research problems in sub-problems

192 Helm R., 1998, p. 227.
1% Helm R., 1998, p. 227.
1% Mellewigt T., 2003, p. 10.
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and respectively to elaborate and prioritize hypotheses, which can be investigated in
further studies. Furthermore explorative analyses can contribute to the

operationalization of constructs.'®

The methodical approach within the explorative analysis is qualitative oriented.
Accordingly the objective is not to get representative results for the business
population, but to gain useful findings through the in-depth analysis of a small sample
of units of investigation.'® In the underlying investigation the sample is represented by
the running and past cooperation of tesa. According to the objective of the
investigation, which requires the analysis of several different cooperation, the literature
suggests that the comparative field study in the form of a cross-sectional analysis

represents the most appropriate investigation design.'®’

According to the data collection methods generally the primary and secondary
research methods can be distinguished.'®® As the required detailed information about
cooperation strategy are not available neither in public sources nor in commercial
databases and the details about tesa’s running and past cooperation have not been
documented systematically until now the primary research method will be applied.

Typical data collection methods used in the primary research are qualitative interviews
and observations.'” For the underlying investigation qualitative interviews with sales

and cooperation experts from tesa will be conducted.

The interview partners have been proposed from the board of directors from the
business unit of tesa Consumer & Craftsmen according to their experience with
cooperation and their expertise in the field of sales as well as in the four distribution
channels that are covered by tesa. In total 20 company-wide interview partners have
been identified. Among the surveyed there have been senior executives, executives
and country managers both from the headquarters as well as from the international
subsidiaries. All of them have been interviewed. The interviews have been done partly
personally in the respective offices of the interviewees and partly via phone due to the

geographical distance. The length of the interviews was on average 90 minutes. Within

1% Fantapie Altobelli C., 2011, p. 8 f.

1% Fantapie Altobelli C., 2011, p. 23 f.

%7 Mellewigt T., 2003, p. 150.

1% Hittner M., Schwarting U., 2002, p. 22 f.
1% Fantapie Altobelli C., 2011, p. 9.
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the interviews notes have been taken from the interviewer, which have been
complemented and refined after the conversation, additionally some of the interviews

have been electronically registered.

According to Atteslander three different forms of interviews can be distinguished in
regard to their level of structuring: little, semi and high structured.""

The semi-structured interview is based on a prepared and pre-formulated interview
guide, whose structure and focus can be changed from the interviewer depending on
the situation. As such an interview method allows for flexible discussion and a more
profound use of the conversation partner's personal experience'', the author

considers it as the most appropriate method.

After the investigation design as well as the data collection method has been selected,
in the next section the interview guide, which has been sent to the interviewees at

least three days prior to the interview, will we presented.

3.2.1.1 Interview guide

The interview guide is subdivided into 6 parts and comprises mostly open questions
without pre-formulated answer options as well as a few standardized elements with

pre-formulated answer options.

In the first part “Cooperation Management” the underlying definition of cooperation is

introduced to the interviewees.

In the second part “Strategy Sales and Regions” the respective strategy as well as the

main objectives of the department, business unit or national subsidiary are analysed.

In the third part “Cooperation Experience” all relevant data about past and running
cooperation according to the cooperation management model of Theurl''? are queried.
Although the structure of the interview guideline differs from Theurl’s structure due to

internal specifications from tesa, all relevant information have been included.

10 Atteslander P., 2006, p. 122 ff.

"1 Atteslander P., 2006, p. 322.

"2 For further explanatiosn about the cooperation model of Theurl see chapter 3.1.1.
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Accordingly part 3 of the interview guide comprises apart from the general
characteristics of the partner (“Cooperation cases & partners”), the cooperation
objectives, responsibilities and tasks of both partners (“Main objectives, benefits and
tasks”), the actual outcome and expected development of the cooperation (“Effective
status of cooperation & forecast”), “Operative details”, selection criteria and provision
of the relevant information for qualification (“Screening & qualification process”),
achievement of objectives and key learnings (“Conclusion / most important learnings”).

Finally “Advices for future cooperation” complete part 3.

The fourth part “Key success factors” is subdivided into five sections and investigates
the most important factors that a potential partner for a sales cooperation should fulfil
in order to establish a good fit with tesa. The factors have been derived partly from the
literature, partly from own knowledge as well as from conversations with colleagues. In
each of the sections the interviewee is asked to evaluate the predefined success

”

factors in order of importance based on a three stages rating scale (“must’, “need”,
“not”). The first three sections are related to the key success factors in the field of
sales (“Resources”, “Access”, “Relevant competencies”). The fourth section is related
to the “soft skills” needed to build a successful cooperation. The last section
comprises further characteristics that a potential partner should fulfil in order to

establish a good fit.

In part five “tesa SWOT” the interviewee is asked to evaluate either tesa Consumer &
Craftsmen is strong or weak related to the success factors in the field of sales from
part 4 (section 1 - 3) according to the distribution channel, region or country he or she
is responsible for. As within the first interviews it has become clear that tesa’s position
is very heterogeneous in the different distribution channels and countries and that an
evaluation according to the singular factors would have gone beyond the scope of the
interviews, the scope has been adapted to a general assessment of tesa’s SWOT with

regard to the sales organization.

Finally in part 6 “Your cooperation ideas” the interviewee is being asked to express his

ideas for potential cooperation areas and partners.

3.2.1.2 Assessment of the qualitative measurement method

According to the literature the objective to gain error-free measurements within an

investigation is met when the requirements showed in the following figure are fulfilled:



Die approbierte gedruckte Originalversion dieser Masterarbeit ist an der TU Wien Bibliothek verfligbar.

The approved original version of this thesis is available in print at TU Wien Bibliothek.

M Sibliothek,
Your knowledge hub

38

Requirements for the

measurement methods

+  Obijectivity of application +  Content validity «  Test-retest reliability

+ Objectivity of evaluation » Construct validity + Parellel-test reliability

» Objectivity of + Criteria validity * Internal consistence
interpretation reliability

11
Figure 10: Requirements for the measurement methods

As it would go beyond the scope of the underlying investigation the author waives an
explanation of all requirements, instead he considers the ones that have been

identified as relevant for the underlying investigation."

As the application of the traditional methods isn’t appropriate to assess the objectivity,
reliability and validity of qualitative research methods, alternative methods need to be

applied."®

Objectivity in qualitative sense means that the execution of the data collection as well
as the data analysis are not been subjectively influenced."”® Through the semi-
structuring of the interviews as well as the conduction of all interviews from the author

the investigation can be considered as objective.

Reliability refers to the reproducibility of the investigation in the case of repetition.
Within the interview the reliability has been secured through selective repeated

requests’"’.

In order to assess the validity of the present investigation the content validity is
regarded.”® Content validity is defined as the level of completeness of the

measurement instrument in regard to the assessment of the underlying research

"3 Fantapie Altobelli C., 2011, p. 111.

"4 For further explanations the author refers to Fantapie Altobelli C., 2011.

"% Fantapie Altobelli C., 2011, p. 254.
"6 Fantapie Altobelli C., 2011, p. 254.
" Friedrichs J., 1990, p. 223.

8 For the assessment of validity, two broader forms can be found in the literature, construct

validity and criteria validity. For further explanations see Fantapie Altobelli C., 2011, p. 111 ff.
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problem.”® As the interviews have been conducted with domain experts and the
interview guide is been complemented within the interview process the validity can be

considered as high.

Additionally to the above mentioned requirements, the investigation aims to be
representative. Representativity is given when the sample represents the whole
population and the results do not exceed the maximum permissible statistical error.'?

Within qualitative investigations the achievement of representativity in the statistical
sense is not possible. Accordingly representativity within qualitative research is
defined as the generalization of the results. As the sample has the objective to enable
an in-depth analysis of the underlying topic, the main focus lies not on the number of
cases, but on their contribution to the investigation problem.'?" As tesa has already
experienced many sales cooperation with different characteristics in various countries
the big amount of knowledge and experience gained over the last 15 years will enable

a substantial contribution to the research in the field of sales cooperation strategy.

3.2.1.3  Evaluation and analysis of the data

The evaluation of the investigation refers to the qualitative analysis of the collected

data, which was executed as follows:

1. Rough structuring: This step included a reduction of material, with less
important and off-topic text passages deleted.

2. Structuring: The reduced data were organized according to topical categories.
This meant that a system of categories derived from the frame of reference for
cooperation management was established, the updated as new categories
came up.

3. Producing a thematic matrix: To further condense information from the
interviews, a separate overview of the topics discussed in each series of the
interviews was created in the form of a “thematic matrix”. This thematic matrix
shows the particular topical categories from each interview as well as their

frequency throughout the individual series.

"9 Fantapie Altobelli C., 2011, p. 113 ff.
120 Fantapie Altobelli C., 2011, p. 256.
21 Fantapie Altobelli C., 2011, p. 256.
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4. Inthe last step, the data condensed and structured in the preceding steps were
interpreted and discussed as part of the problem definition. This phase brings

generalizing beyond the individual interviews.

The empirical findings in combination with the underlying cooperation basics and
theories lead to the deduction of implications as well as the formulation of

recommendations for action for strategic cooperation management.
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4. Results of the analysis

4.1 General feedback about the topic

The interviewees have consistently confirmed the high relevance of cooperation and

the importance of the topic of the underlying paper. With regard to the importance of

sales cooperation the following reasons have been mentioned:

- tesa has a very broad product assortment, but lack of sales resources in many
countries;

- tesa has no critical mass in new countries and partly low in many existing;

- High investment needed to establish sales force in relevant countries / channels.

With regard to the chosen topic relevance, the following reasons have been
mentioned:

- Until now cooperation at tesa haven’t been considered strategically;

- Partly unsystematically cooperation management causes high cooperation costs;

- Many cooperation are considered unsuccessful.

In the following a descriptive analysis of the past and running cooperation will be

presented.

4.2 Analysed cooperation

Within the expert interviews 18 sales cooperation have been identified and
respectively analysed. From the 18 cooperation 2 have been terminated during
execution and one was aborted within the negotiation phase. The other cooperation
are still running. Except of 3 (16,7%) cooperation which have been started respectively
in 1996 and 2002, all other cooperation have been established between 2007 and
2011 and are respectively running since 5 years on average. The analysis shows that
tesa engages exclusively in long-term cooperation which gives evidence for a more

strategic rather than opportunistic approach.

According to the cooperation models two main types can be distinguished. tesa can
either take over sales functions from the partner or give up sales functions to the
partner. In 7 cooperation (44,4%) tesa has taken over sales functions from the partner,

whereas the remaining 11 cases (55,6%) is has given up functions to the partner.
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Taking over a function usually suggests that the company is “strong” in the respective

area and vice versa.

With regard to the legal form 17 (94,4%) cooperation are institutionalized under
contract law, which means that the cooperation is based on a written cooperation
agreement and no independent legal entity has been founded.'? Only for 1 (5,6%)
cooperation there is no written cooperation agreement, which is due to the local

circumstances in the relevant country.

With regard to the area of cooperation, which comprises the relevant geographical
region as well as the distribution channel the analysis has given the following results:
Geographical region: 13 (72,2%) cooperation are settled in Western and Northern
European countries, 2 (11,1%) in Eastern Europe, 2 (11,1%) in South America and 1
(5,6%) in Asia. The cooperation activities correspond to the relative sales distribution
of tesa C&C in the respective regions and respectively to the strategic focus areas so
far.

Distribution channels: 8 (44,5%) cooperation take place in the stationery channel, 6
(33,3%) in DIY, 2 (11,1%) in Food and 2 (11,1%) comprise all relevant channels. So
far no sales cooperation has been executed in the craftsmen channel. Unlike the
geographic distribution the cooperation activities according to the distribution channel
show an above average activity in the stationery channel with regard to the relative
sales distribution per channel. Due to it's focus in the DIY channel, in the past tesa
generally did not consider sales cooperation in the DIY channel as it wanted to
maintain the full control over the distribution and wanted to avoid any kind of influence,

that may occur within a cooperation.

With regard to the 16 cooperation partners'®, 15 (93,6%) are large scale companies
with a similar size to tesa C&C and are established in the relevant countries. Only 1
(6,4%) is a much smaller company. The latter can be justified by the fact that not the
sales activities themselves stand in focus, instead getting to know the innovative
technology of the partner. According to their geographical origin 6 (37,5%) partners
are German companies, 8 (56,2%) are European companies, only 1 company (6,3%)
is from US with subsidiaries in Europe. The further analysis of the partners in regard to

122 Eor further explanations on the legal form see chapter 2.1.1.3.

123 With one partner there are in total 3 cooperation in different regions running. Therefore the

number of cooperation (18) differs from the number of partners (16).
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their operating industry shows that 3 (18,8%) partners are in the adhesive industry and
respectively belong to the same industry as tesa. 5 (31,2%) partners belong to
industries that offer complementary products to tesa. 7 (43,8) partner belong to related
industries that offer their products in at least one distribution channel covered by tesa.
Only 1 (6,3%) partner belongs to another industry that is not related. With regard to the
competitiveness towards tesa only 2 (12,5%) partners can be considered as
competitors, as the respective assortments of the two companies comprise product

overlaps.

Finally with regard to the overall cooperation satisfaction, which describes the
subjective perceived success of the cooperation, the persons in charge of the
cooperation and who are respectively directly responsible have rated the cooperation
as follows:

8 (44,4%) of those persons in charge of the cooperation are highly satisfied, 6 (33,3%)
state a middle satisfaction and 2 (11,1%) a low satisfaction." The two cooperation
with low satisfaction are related to the cooperation that have been terminated.
Executives who have been involved in the analysis of almost all cooperation have
rated the cooperation as follows:

3 (16,7%) high satisfaction, 7 (38,9%) middle satisfaction and 6 (33,3%) low
satisfaction.

The comparison of the assessments shows diverging results. Persons with a direct
responsibility for the cooperation rate the satisfaction higher than executives.
According to the author the reason behind is that the persons in charge of the
cooperation include in the assessment additional qualitative factors (e.g. relationship
with cooperation partner, personal development, market situation, etc.), while
executives look primary at the quantitative outcomes and the achievement of the

objectives.

Accordingly a common basis for the evaluation of cooperation needs to be
established. Therefore first of all clear cooperation objectives needs to be defined. In
order to derive the most appropriate cooperation objectives for tesa in the next section

the company’s SWOT analysis resulting from the interviews will be presented.

2% The following 2 cooperation haven’t been rated. One was aborted within the negotiation

phase. The other one was started six months ago, therefore it is too early to assess.
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4.3 tesa Sales SWOT

In order to assess the strengths and weaknesses of tesa’s sales organization the
previous plan was to collect detailed information about distribution channels and
regions / countries where tesa is present, according to a list of key success factors,
which was derived partly from the literature, partly from own knowledge of the author
as well as from conversations with colleagues. As within the first interviews it became
clear that such detailed query would have gone beyond the scope of the interview, the
scope was adapted to a general assessment of tesa’s SWOT with regard to the sales

organization.

In summary it can be said that tesa C&C has a strong sales organization as it covers
four distribution channels in most of the European countries and South America as
well as some countries in Africa and Asia. However tesa’s sales strength is very
heterogeneous with regard to the covered geographical regions and distribution
channels. In countries such as Germany, Austria and Switzerland tesa has sufficient
well qualified resources (e.g. key account management, sales force, merchandising,
trade marketing, etc.), high covered distribution in all relevant channels and a high
negotiation power towards the retailers’®. In many other countries and channels tesa
lacks resources and / or critical mass.

The table below shows a rough overview of tesa’s strength with regard to the sales

organizations in the main regions DACH, West and East:

Region / Channel Stationery “ Craftsmen
Paint Sanita Deco Others
(++) ) ) ) (++) )

DACH (++
o (+) +)
only strong
West (++) e only strong in two only strong in a few (+) (-)
) countries countries
countries
*) 5!
East (++) (-) onlystrong in one (-) Clr)er:r:zg (-)
country

awareness

Table 1: Evaluation of sales organization with regard to the distribution channels and main regions126

'2% The high negotiation power is achieved through the following factors: high market share and
brand awareness, high critical mass within buyers portfolio, high usage / category coverage
(e.g. for painting : masking, brushes, paint,etc.), assortment width & relevance.

126 (++) = very strong; (+) = strong; (-) = weak; due to confidentiality reasons the regions West

and East will not be specified and the countries related to in the table will not be mentioned.
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The table shows that tesa has an overall strong sales organization in the DACH-
region. Furthermore it has a strong global coverage in the DIY channel, however it is
only related to the paint department. In the stationery and food channel tesa is
particularly strong in countries which are dominated by international retailers. In other
countries it misses resources to cover the local customers.

In the craftsmen channel tesa is globally strong in the paint department, however it has

a very weak position in other disciplines.

On the one hand the global and multiple channel coverage can be seen as a
company’s strength, on the other hand the high variety of products required for the
different application fields and the different markets cause a high product complexity.
Respectively high converting costs and high fix costs to maintain the sales
organizations in the various countries have a negative impact on the profitability. This
can be seen in particular in the DIY channel. With regard to this issue one general
manager stated within the interview: “tesa C&C has sales equal to approximately
€ 190 Mio, however our global sales organization is comparable to companies who
have at least three times higher sales than ours”. Furthermore in the weak markets
the critical mass is partly so low that there is always the risk to be squeezed out from

stronger competitors.

According to the expected market development tesa consumer & craftsmen is facing
big challenges in the next years. Adhesive market related channels are not going to
show any significant growth within the next years except for Eastern Europe. In
countries with low tesa market shares, there is no sales growth due to dominant local
brands (Scotch, Sellotape, Plasto). In countries with high tesa market shares, there is
no growth without new products/categories. And private labels / trade labels tend to
gain market shares. Accordingly the only way to secure a sustainable profitable growth

is through the launch of innovations.

As many of the innovations that are actually in the pipeline of the company are related
to markets that are not yet served by tesa the successful commercialization of the new
products requires amongst others the penetration of relevant target groups and sales
channels. Although tesa has already a strong sales organization in various countries
and distribution channels, entering a new application field requires the building of new
sales competencies and resources. Moreover, even such an high brand awareness of

tesa in regard to adhesive products — especially in Germany — will not spare the
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company from building trust towards the relevant target groups as well as the retailers,
who will sell the products to the end consumers. Accordingly the opportunity to launch
successful innovation in new application fields must be balanced against high

investment costs.

4.4 Analysis of the constructs according to the frame of
reference for cooperation management

In the following section the analysis of the constructs according to the frame of
reference for cooperation management will be presented. The objective of the analysis
is on the one hand to investigate and interpret the various constructs, on the other
hand to develop tools and instruments with a practical relevance that help to fill the

constructs with content.
4.4.1 Deduction of strategic cooperation potentials

4.4.1.1 Cooperation rationale

According to the qualitative statements as well as the quantitative results of the
interviews the higher the contribution of a cooperation is for the achievement of the
business objectives the higher is the chance of success. Accordingly it can be said
that the higher the strategic relevance the higher is the probability of a successful
cooperation. The most likely explanation for these is that cooperation with a high
strategic relevance stand in a particular focus of the company and accordingly the
effort (e.g. in terms of resources and budget allocation) put to guarantee the success
of the cooperation is much higher. Furthermore the results have shown that
cooperation with an high strategic relevance are always backed by top management,

which accordingly increases the probability of success.

However in the case of a very high strategic fit the pressure on the organization with
regard to the achievement of the cooperation objectives is very high and accordingly
there is less room for building a good relationship with the partner and particularly to
addressing the objectives of the partner. The example that was mentioned in this
regard was related to one of the two cooperation that have been terminated so far. In
fact the cooperation was considered as one of the most important cooperation with
regard to the strategic relevance as it enabled tesa to extend the assortment in a

strategically relevant complementary product category. Accordingly tesa allocated a
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very high amount of resources for the successful implementation. However the
cooperation was terminated by the partner as their objectives haven’t been fulfilled.
This case shows how important it is to maintain a continuous win-win situation in a

cooperation.

The opposite of strategically motivated cooperation are cooperation driven by
opportunity. Often they occur by chance. In one case a general manager from tesa
met at a fair an executive of a brand manufacturer situated close to the tesa
headquarter and they decided to start a sales cooperation. In another case tesa had
developed a product, which further development and launch was not supported by the
management. One executive had a good relationship with the CEO of a company that
was developing similar products. Respectively they went into a cooperation in which
the partner was responsible for the further development of the product and tesa for the
sales functions, enabling tesa to profit from a product, that otherwise would have been

dismissed.

While the executives on average attested a low satisfaction to the cooperation, as they
didn’t contribute to the achievement of the strategic objectives, the people in charge of
the cooperation on average rated the satisfaction higher than their colleagues in
charge of strategically oriented cooperation. The most likely explanation is that the
cooperation driven by opportunity are based on personal relationships, which have a
positive influence on the trust building and team building that count to the key factors
for the success of cooperation. Furthermore as the cooperation are not strategically

relevant, the pressure is not so high.

tesa’s overall objective is to improve the return on sales (ROS) sustainably.'”
According to the respective formula the ROS can be improved by cutting costs and / or
by increasing the sales. With regard to the previous SWOT analysis the following

objectives and respective measures can be derived:

27 For confidentiality reasons the expected ROS can not be mentioned.
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) . Operative Contribution to achiveve Contribution of sales
Strategic objectives o o )
objectives corporate objective cooperation

high;
_— speed up penetration by using
Procegd ) h'gh’ L established relationships with the
penetration of sanitary has highest potential in retailers as well as knowledae:
Sustainable implementation of new sanitary channel  terms of volume and margin e aan ge
Sy T, reduce initial investment by using
P sales organization of partner
Enter other
relevant DIY middle high
channel
high;
Extend category that generates the high:
assortment in greatest high effo rtszo’ develo
the paint revenues but at same time the g X P
category one with the biggest complementary products; positive
Sustainable market penetration with improvement potential in terms example confirms that it works
present assortment of profitability
R e middle low
assortment
Increase brand
awareness in low low

weak countries

Table 2: Prioritization of objectives resulting from SWOT analysis

In the following only the two objectives that have been identified to make the highest
contribution to the achievement of a sustainable improvement of the ROS and to which
achievement cooperation respectively can make an high contribution will be explained

more in detail.

According to the actual product developments the sanitary category is seen as the one
with the highest potential in terms of volume as well as margin. tesa already entered
the sanitary market with hooks a few years ago. The consumer feedback was great
and the market potential remains still high. Therefore tesa is extending the respective
assortment with more self-adhesive products for the sanitary department. With regard
to entering or to proceed the penetration of a new distribution channel for new product
categories cooperation can help to speed up the penetration as potential partner would
have already established relationships with the retailers as well as knowledge about
the target group. Furthermore by using the sales organization of the partner the initial

investment can be substantially reduced.

By completing the assortment with products from an appropriate partner, cooperation
can help to add sales and respectively to increase the utilization of the sales force in
the countries where tesa has a strong organization. Furthermore in countries where
tesa has a weak position cooperation can help to decrease costs by leaving the
distribution of the own products to an appropriate partner.'?® The positive side effects
in both cases are an increased critical mass that reduces the risk of being crowded out

'28 The criteria to define an appropriate partner will be presented in chapter 4.2.2.1.
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by competitors. As DIY is actually tesa’s most important distribution channel and
respectively the one that generates the greatest revenues but at same time the one
with the biggest improvement potential in terms of profitability, setting the second
priority in the DIY channel is regarded as most appropriate. Furthermore in the DIY
channel there is already a positive cooperation example where tesa was able to
increase the ROS as well as the critical mass substantially in the respective country.
As a consequence, the local competitor has been crowded out to a great extent and

the strongest international competitor has been substantially weakened.

After the two main objectives have been identified, in the next step the focus area will

be tightened up according to tesa’s business strategy.

tesa’s business strategy is to grow through innovations and to extend the international
sales structures in the focus regions Europe and Latin America. As tesa as any other
company has limited resources, the regional focus needs to be further confined. To
this extent the market attractiveness of the countries or respective regional cluster
need to be assessed. In the present context the market attractiveness is defined as
the relation of market potential and the respective effort to achieve the objectives.
While the market potential represents the market volume the effort on the one hand
stands for the competitive situation and on the other hand it considers the available
resources and brand awareness of tesa in the relevant market. The last point has
been pointed out several times within the interviews as tesa has already experienced
in the past that without any brand awareness it is very hard work to receive a product
listing from the relevant retailers. According to this most of the potential partners will
deny the cooperation from the beginning and even if it takes the cooperation in
consideration the appropriate cooperation fee for the partner to cover its costs will be

too high and respectively the target price for the products will be exceeded.

According to the previous explanations the following priorities with regard to

cooperation areas of tesa have been identified:
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Figure 11: Prioritized cooperation objectives for tesa

With regard to the business strategy and as well as tesa’s regional sales strength the
penetration of the DIY / Sanitary channel in the region DACH and the penetration of
the Region DIY / Paint in Eastern and Western Europe have been identified as most

appropriate cooperation areas with regard to strategic relevance and attractiveness.

44.1.2 Assessment of Alternatives

After the strategic and operative objectives for tesa C&C have been derived from the
SWOT analysis and prioritized according to their contribution to achieve the corporate
objective as well as the contribution of cooperation within the respective
implementation, in the following section the suitability of cooperation as the best
strategic option compared to acquisitions will be verified. Furthermore according to the
classification matrix presented in chapter 2.1.1.3. the most appropriate cooperation

configuration will be chosen.

The interviewees have consistently confirmed that the choice of the external growth
strategy is strongly influenced by the need of strategic flexibility and the need of
control. Accordingly the framework of Hoffmann and Schaper-Rinkel can be used to
assess whether cooperation is the best external growth option to achieve the above
presented objectives.’® For this purpose the two prioritized cooperation areas from
figure 11 will be assessed according to the influencing factors on the choice of the
external growth - the characteristics of the environment, of the transaction and of the

focal company. The interviewees have not been explicitly asked about the influencing

129 For further explanations about the decision matrix of Hoffmann and Schaper-Rinkel see

chapter 3.2.1.2.
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factors, nevertheless the interviews still provided enough information and evidence to

support the following assessment:

Strateguc growth area / DIY / Sanitary: DIY / Paint: East
Influencing factors DACH and West Europe ‘ negative influence

Strategic uncertainty High t Low l =>:2;J'ttr'ale'nfl ence
itive influ

Dispersion of knowledge Medium =} Low l
Resources endowment Low l Low l
:;;:ir:?elce of economic Unsure t High l
Transaction-specifi Medium = o §
Behavioural uncertainty High t Medium =>
Appropriability regime Medium => Medium =}
Absorptive capacity High l High l

Table 3: Assessment of prioritized cooperation areas according to the influencing factors on the choice of

the external growth

Strategic uncertainty:

As the sanitary market is new for tesa the future attractiveness as well as the further
development of the industry is very hard to predict. In particular it is too early to
evaluate whether adhesive applications will become generally accepted in the sanitary
market and will respectively generate substantial revenues. Accordingly the strategic
uncertainty is high. In contrast, in the DIY/Paint market, which represents tesa’s main
market since many years the broad experience can be used to make reliable

projections of the future development. Accordingly the strategic uncertainty is low.

Dispersion of knowledge:
In areas of dispersed knowledge, no established company has breadth of knowledge
to develop new business.™ As this in not the case in both industries, the dispersion of

knowledge is respectively low.

Resources endowment

130 Hoffmann W., Schaper-Rinkel W., 2001, p. 145.
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Resources endowment is related in particular to the financial strength of a company.™’
As tesa according to the official financial statement 2012 has a revenue of approx. €

190 Mio. the resource endowment can be classified as medium.

Persistence of economic synergies

The persistence of economic synergies is strongly related to the strategic uncertainty.
According to the low strategic uncertainty in the DIY market a high persistence of
economic synergies can be derived. In contrast, the high strategic uncertainty in the
sanitary market leads to an unsure persistence, that could respectively be only

temporary.

Transaction-specific investment

With regard to the investigated cooperation of tesa the projects can be started with
minimal risks for both sides, as mostly no investments in additional resources are
required. Accordingly the transaction-specific investments are generally low.
Nevertheless when the cooperation fails costs similar to specific investments arise
(e.g. pullout costs if no alternative partner is found, opportunity costs). As tesa has
already a very strong sales organization and position in the DIY channel, which in the
case that the cooperation fails would enable the fast resumption of the business in the
respective area, the opportunity costs and respectively the transaction-specific
investment in total are low. In contrast if the cooperation in the sanitary channel fails,
the channel cannot be operated anymore until a new partner is found. Accordingly the
opportunity costs of building an own sales organization for the sanitary are higher and

respectively the total transaction-specific investment can be classified as medium.

Behavioural uncertainty

The behavioural uncertainty is fundamentally influenced by the trust between the
partners and the compatibility of their strategic objectives. Although the compatibility of
the strategic objectives is mostly given at the beginning of the cooperation, the
strategic objectives can change over time. As the sanitary market is new for tesa the
probability of strategic adaptations is higher, which respectively leads to a higher risk
of opportunistic behaviour. Furthermore as no business relationships are established
in the sanitary market, the trust between the cooperation partners needs first to be

built. Accordingly the behavioural uncertainty is high.

31 Hoffmann W., Schaper-Rinkel W., 2001, p. 150.
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In contrast, in the DIY market strategic decision are less susceptible of adaptations.
Furthermore already running cooperation enable to build on the established trust
through an extension of the cooperation. However as in many cases the partners are

competitors the behavioural uncertainty can be classified as medium.

Appropriability regime

Appropriability regime is related to the ability to protect one’s competitive
advantages.”™ In the case of cooperation with competitors an unwanted drain of
knowledge to the partner is particular damaging. In the case of sales cooperation
especially information about the pricing and the conditions with the retailers are very
sensitive. As within sales cooperation the activities of other business fields can be
separated properly from the field of cooperation the appropriability regime can be

classified as medium.

Absorptive capacity

Absorptive capacity refers to the ability to assimilate knowledge (e.g. product or
market knowledge). Value can be lost when the partner is faster in assimilating the
knowledge according to the own company. As tesa has a well educated and well

qualified sales organization the absorptive capacity can be classified as high.

According to the above executed evaluation, the previously prioritized strategic
objectives can be positioned as follows in the “decision matrix how to choose between

acquisition and cooperation”:

Need for
low control high
high Sanitary
Web of Equity
contracual joint
relationships venture
Need for
strategic
flexibikity
Contracual Acquisition
relationship
low DIY / Paint l

Figure 12: Decision matrix: Prioritized objectives

132 Hoffmann W., Schaper-Rinkel W., 2001, p. 149.
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The results of the above executed evaluation according to the model of Hoffmann /
Schaper-Rinkel show that cooperation is the most appropriate external growth strategy
for achieving both prioritized operative objectives “Growth in Sanitary” and “Growth in
DIY / Paint”. This can be explained by the fact that the transaction specific investments
as well as the behavioural uncertainty in both cases are relatively low and therefore
there is no high need for control. Furthermore according to the high need for strategic
flexibility in the case of Sanitary the model suggests the web of contractual
relationships as the preferred mode of organization. With regard to the sanitary
market, which is new for tesa and where the probability of strategic adaptations is
high, also the risk of opportunistic behaviour is respectively high. As the web of
contractual relationships on the one hand reduces the risk of being dependent from
one partner and on the other hand enables to flexibly intensify or reduce the
collaboration with regard to the partner's behaviour and / or the best fitting strategic

focus, it offers the most appropriate solution.

With regard to DIY/Paint the low need for strategic flexibility favours the contractual
relationship. This result was surprising for the author as the interviewees have
consistently confirmed acquisition as the best strategy without being explicitly asked.
In regard with diverging results the authors refer to the company’s normative attitude
(e.g. preferences due to previous experiences, personal need for power, shared
mental models, etc.).”*® However as in the past tesa has generally made better
experiences with cooperation than with acquisitions and the existence of shared
mental model couldn’t be confirmed within the interviews, the author considers a
normative attitude as improbable. With regard to the interviews the most suitable
explanation is that through the fully alignment of the strategic and operative activities
of the two companies acquisition enables the most efficient utilization of sustaining
economies of scale and scope. From the authors point of view the latter can be
explained by the high perceived strategic, fundamental and cultural fit of one particular
DIY/Paint company. Accordingly the author suggests that for a better evaluation of the
most appropriate external growth strategy not only the strategic fit but also the
fundamental and cultural fit should be considered within the model. However even if
acquisition is the most appropriate external growth strategy, the willingness to be
acquired is required from the potential target. As this is actually not the case,

cooperation is the only option.

133 Hoffmann W., Schaper-Rinkel W., 2001, p. 138.
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After cooperation has been assessed as the best external growth strategy and the
most appropriate organizational modes have been identified, the most appropriate
cooperation configuration will be defined.

With regard to the above identified cooperation objectives the following best fitting

characteristics can be derived:

R&D Supply After

Value Chain Phase Ideation / Techn. Purchase Production Converting Marketing Sales Chain Sales

Type of cooperation strategic operativ
Time horizon short-term mid-term long-term
Cooperation direction vertical horizontal diagonal
# of core companies involved 2 3-10 >10
Partner size homgeneous inhomogeneues
Partner location local national international

under corporate law under contract law Non-written
Legal Form PP T

institutionalized institutionalized agreement

Figure 13: Cooperation configuration

As the above defined cooperation objective are intended to achieve competitive
advantages these favours strategic instead of operative cooperation, which are usually
short-term oriented and the main objective is usually not the achievement of
competitive advantage. With regard to the cooperation direction the vertical have
been already excluded in a previous chapter as relationships with retailers and

suppliers at tesa are generally not handled as cooperation.

With regard to the legal form the most appropriate form (respectively organizational
mode) has been already suggested by the above explained results from the decision

matrix of Scharper-Rinkel.

Finally the explanations for the partner related characteristics can be found in the

respective following chapter “partner fit”.

4.4.2 Exploitation of cooperation potentials

4.4.2.1 Partner Fit

The interviewees have consistently confirmed the importance of the partner’s fit with
regard to the success of the cooperation. Furthermore within the interviews all listed

factors have been classified as relevant, even if on different importance levels.
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With regard to the strategic fit the compatibility of objectives has been consistently
confirmed as the most important success factor. The interviewees have specified that
the objectives of both partners don’t need to be identical but they shouldn’t contradict
and respectively hinder each other. Furthermore as additional factors to increase the
strategic fit the factors “similar corporate priority of the objectives” and “similar time
horizon for the achievement of the objectives” have been classified as important.
According to the competitive position of the partner the opinions have been uniform as
well. Cooperation with direct competitors are generally excluded, except if the overlap
affects only a small part of the product portfolio. Although product overlaps cause
cannibalization, tesa has experienced that they usually indicate a high product fit
between the partners, which respectively usually brings considerable benefits.
Nevertheless to prevent conflict situations rules regarding the overlapping products
need to be contractually defined. With regard to conflicts a further factor was
mentioned namely potential partner restrictions due to other cooperation agreements.
The restrictions can be either legally imposed due to antitrust regulations and
contractual agreements or economically justified from existing partners. Accordingly
new potential cooperation partners need to be carefully assessed with regard to
negative consequences for existing cooperation.

Finally within the interviews one additional factor has been emphasized namely “added
value for the costumers (= retailers)”. According to tesa’s experience if no added value
can be offered to the customers a sales cooperation should not be further considered,

as the probability that it will fail is very high.

With regard to the fundamental fit some general factors (which are independent from
the relevant market) and some market related factors can be differentiated to establish
a good fit.

According to the general factors selling the products in the same sales department
(e.g. DIY / paint) has been consistently classified as one of the most important factors.
This may reflect the importance of creating an added value for the customers
(=retailers), which was mentioned above. In fact selling in the same sales department
implies sharing one common purchaser which means for the retailer that he has to
negotiate only with one representative of the cooperation, which respectively reduces
his effort. On the other hand for the cooperation partner who is in charge of the
distribution it means that it needs to negotiate only with one purchaser. Talking to

more than one purchaser not only would cause an higher time effort, but would also
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complicate the negotiations as the respective partner would first have to build a

relationship with the new purchaser.

As further factor to substantially increase the fundamental fit the compatibility of the
products has been classified as very important. According to tesa’s experience the
best compatibility measure is the complementary of the products. As complementary
products are close to the own products it facilitates the product understanding and
respectively to explain the products to the customers. Furthermore as they usually
serve the same target group, the collective knowledge of the partners about the target
group can further contribute to increase the cooperation performance. The fact that
within the two tesa cooperation that are considered as most successful the partners
have complementary products demonstrates the importance of this factor. However as
at tesa also successful cooperation are running where the products of the partner are

not complementary, it is not a mandatory criterion.

With regard to the product portfolio the factor “high assortment width” has further been
classified as very important. This can be explained by the fact that a high category
coverage (e.g. for painting: masking, brushes, paint) is required in order to achieve an

high relevance and critical mass within the purchasers portfolio.

Apart from the product compatibility the fundamental fit comprises the category “selling
abilities”. With regard to the selling abilities the factors “brand competence” and “ability
to explain complex products” have been classified as very important. As the
explanation as well as store presentation of tesa products is demanding the sales
team needs to be well qualified and experienced with branded products in order to be
able to properly explain the relatively complex tesa product and to execute point-of-
sales and marketing activities. Furthermore as branded products are usually sold with
a high margin the cooperation partner should dispose of the relevant negotiation

abilities.

With regard to the market related factors a good fundamental fit is given when the
relative strength of the cooperation partners according to their strategic focus areas is

configured as follows:
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[ tesa | partner

Szenario 1 strong weak
Szenario 2 weak strong
Szenario 3 strong strong

Szenario 4 __weak——woak

Table 4: Fundamental Fit: “strong-weak” combinations in the relevant cooperation area

According to the say “two weak guys do not result in one strong guy” the interviewees
have emphasized that sales cooperation between two partners which are both weak in

an area make usually no sense.

In order to assess whether the partner is strong having a high covered distribution (in
terms of value and volume) in the relevant market has been classified as the most
important factor. Furthermore a high negotiation power is required to secure a
sustainable listing as well as to secure good conditions from the retailers. For the
assessment of the negotiation power the factors high market share and brand
awareness within the relevant market as well as a high critical mass within the
purchaser’ s portfolio have been classified as very important factors.

The interviewees have specified that the focus should be put on the main relevant
market and that the coverage of further relevant markets and distributions channels is
only a nice add on. The main reason behind is that by considering other markets and
distribution channels there is the tendency of overrating the potential partner and
entering suboptimal cooperation in areas where stronger partner could be found. As
according to tesa’s experience the advantages of multiple cooperation with one
partner (e.g. stable trust) must be balanced against the risks and disadvantages of an
higher dependency from one partner, they need to be assessed very carefully. The
example that was mentioned in this regard concerns a cooperation in the DIY/paint
channel in Northern Europe, where tesa has given up the sales functions partly to its
partner. The cooperation comprises three countries although in two of them the
cooperation was established primary for convenience reasons. Although in the mid-
term it would be profitable for tesa to establish an own sales organization in the two
countries, the cooperation partner prevents to exit the cooperation as in this case it
would terminate the cooperation in the third country, which has an high importance for

tesa and where the cooperation partner is required.
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Apart from the covered distribution and the further market related factors mentioned
above the available human resources in the relevant markets have been classified as
very important as well. According to the interviewees in particular key account
resources for listing related activities and sales resources for the shelf support as well
as merchandising activities are the most important resources. Depending on the
cooperation area, some resources may be not relevant. E.g. in two cooperation tesa
has partly given up the sales functions, however the listing and price negotiations are
directly executed by tesa and respectively the key account resources from the partner

are not used.

With regard to the cultural fit the company size has been classified as the most
important factor. According to the interviewees a similar company size usually implies
similar processes, hierarchical structures and general attitude of the employees. In
practice this often leads to a smooth collaboration. In terms of similar sizes moreover it
has been mentioned that the sales contribution of each cooperation partner should be
similar in the relevant area. In this regard one cooperation was mentioned which failed
due to the fact that tesa’s contribution to sales in the relevant area was below 5% and
was not supposed to grow substantially due to the local market conditions. However
one interviewee has pointed out that there is one well performing cooperation where
the partner is much smaller than tesa. The particularity in this case is that the
cooperation objectives are cross-functional related, meaning that while the partner
profits from tesa’s big sales network, tesa’s main objectives is to learn about the

complementary technology.

Further factors that have been classified as very important are the image, reputation
and reliability of the partner. In order to assess the potential partner in regard to the
above mentioned factors, previous business relationships, public available press
publications as well as the feedback from retailers can be useful. The latter comprises
the negotiation style, fair play, reaction speed as well as reliability with regard to the
delivery performance. A positive association in regard to image, reputation and
reliability makes it easier to believe that the partner will fulfil the agreed commitment in
terms of time, personnel and financial resources and respectively to build trust.

According to the factor “partner’s nationality” most of the interviewees have
consistently confirmed that it is not so important. However one country manager from
Turkey has stated that the German way of doing business, which is characterized by

comprehensive planning, analysis based decision making as well as well organised
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and punctual meetings, differs from many others. Accordingly from his point of view it
is a key success factor that the cooperation partner adopts a similar way of doing
business. According to the author the low importance of the nationality can be partly

attributed to the lack of experience in cooperation across the continents.

Finally the factors “cooperation experience” and “economic stability” have been

classified as important.

4.4.2.2 Cooperation definition

With regard to the cooperation definition, which comprises the definition of the
cooperation targets and the cooperation model executing an extensive analysis of the
relevant market has been mentioned as the most important factor. The market
analysis should comprise the market potential, the market volume and expected
development, the market structure (distribution channels, product groups, customers,
competitors) and should be done individually by each of the partners. The double
execution enables on the one hand to verify and discuss the results. On the other
hand it gives the possibility to assess very early the level of engagement of the partner
and whether the expectations may generally diverge or even the partner may behave
opportunistic (e.g. if the results of the market analysis are not plausible). One
interviewee has indicated that especially when the potential partner is not in the same
or in a close business six to nine months may be required until the partner develops an

appropriate understanding about the market.

Based on the results of the market analysis the potential sales targets can be
deducted. Usually the sales targets are estimated for the following three years.

The analysis of the running and past cooperation has shown that on average in more
than 50% of the cooperation the targets have not been achieved at least in one year.
However until now only one cooperation has been terminated due to not achievement
of the agreed sales targets. This gives an indication about the fact that quantitative
measures are insufficient to evaluate the success of a cooperation.'*

In regard with failing to meet the agreed targets the most frequent reason mentioned
was that the development of the market was not as expected. This underlines the fact

that tesa’s relevant markets are getting increasingly volatile, which according to the

3% For more details about the evaluation of cooperation see chapter 4.4.3.
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model of Hoffmann and Schaper-Rinkel supports the implementation of cooperation as

the most appropriate external inter-relationship form.'®®

As second most frequent reasons the wrong conditions of sales have been mentioned.
By wrong conditions primary the pricing and the product assortment are meant.
According to the pricing the main issue is that usually none of the partner wants to
renounce to a part of his margin, which leads to offering the products at not
competitive prices. With regard to the assortment they are usually not adapted to the
local conditions. One example that was mentioned in this regard was tesa’s broad
assortment in one Eastern European country, where a few years ago only one
adhesive tape was available. The consumer is usually overstrained by the huge variety
which leads him take the tape that he already knows. Moreover the broad assortment
causes an higher cooperation effort.'*® Accordingly the only appropriate procedure is
to first identify the right assortment and subsequently define the highest possible price.

If the target price can’t be achieved the cooperation should not be started.

Finally another reason mentioned was the insufficient resource allocation. This
underlines the fact that the effort of cooperation usually is underestimated and that the
company who has overtaken the partner’'s sales functions usually focuses on his own
products. Accordingly a more realistic planning of the required resources should be

done before starting the cooperation.

The market analysis is also the basis for defining the most appropriate cooperation
model. According to this the following elements that constitute the cooperation model

have been identified within the interviews:

'35 For more details about the framework of Hoffmann and Schaper-Rinkel see chapter 3.1.2.1.

%6 For more details about the cost drivers of cooperation see chapter 4.4.2.3.
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Figure 14: Modules comprising the sales cooperation model
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Generally it can be differentiated between two main sales cooperation types. The
cooperation partners can either bundle their resources and respectively execute the
tasks jointly or split the tasks of the relevant business area (functional specialization).
Bundling the resources helps to better achieve synergy effects and economies of
scale, however it requires an high coordination effort and usually the best solution is
the creation of a new organizational entity. In contrast the functional specialization
causes much lower initial and coordination efforts, however it creates a higher
dependency towards the partner as the sales functions related to the relevant
cooperation area are partly or completely implemented by the partner. Furthermore the
interviewees have stated that one of the main disadvantages of the functional
specialization model with regard to sales cooperation is that the partner who is in
charge of the sales functions will always focus on the own products as they have a
higher margin. Despite of the disadvantages of functional specialization it is the only
type applied by tesa. One interviewee has stated that the reason for not considering
the resource bundling is the disproportionately high effort compared to the potential

positive synergies and economies of scale effects achievable in the relevant markets.
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With regard to the functional specialization the partners can either take over sales
functions from the partner or give up sales functions to the partner. This can happen to
the extent that one partner takes over the responsibility for the whole sales functions in
a specific area or only for some elected functions.

According to the interviewees the following sales functions can be differentiated:

Key Order jze:;l Merchandi Trade Promoti
accounting services fill?ngy sers activities ons

Listing Logistics In-store activities Marketing

Figure 15: Sales functions that can be exchanged within a sales cooperation

As the analysis of the cooperation shows that some functions are always taken over or
respectively given up jointly, the functions can be grouped into the four categories
listing, logistics, in store activities and marketing."’

The in-store activities have been given up or respectively taken over in all cooperation.
The reason is that the sales representatives who are responsible for the in-store
activities usually represent the largest cost block as many of them are required to
cover the whole relevant area. A similar pattern can be seen with regard to the logistic
activities. In fact in 16 of 18 cooperation (88,9%) logistics activities have been taken
over or respectively given up. Usually the easiest and most efficient way is to deliver
the products to the most appropriate warehouse of the partner, who takes care of the
further distribution. Only in specific cases it may be more cost efficient to not give up
the logistics activities. In the two relevant examples also the listing is not have been
given up to the partner and the market is dominated by a few international retailers,
which all have a central warehouse.

With regard to the key accounting functions (=listing) the companies usually prefer to
maintain the function in house as the relationship to the customers is one of the most
important factors to access a market. However receiving a listing is getting
increasingly difficult and requires specific circumstances. With regard to the relevant
examples of the analysed cooperation on the one hand the market was dominated by
international retailers, on the other hand the market was not fully dominated by other
strong international brands and tesa had already a brand awareness, although low.

37 The functions related to the categories are shown in figure 14.
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With regard to the marketing and promotion activities in 100% of the analysed
cooperation they are designed and planned by the own company, however in most of
the cases the respective activities are executed by the partner. The reason for not
giving up the designing and planning is that an in-depth knowledge about the company
and their products are required in order to be able to properly build a brand and to

communicate the value of a product or service to customers.

With regard to the settlement two main types can be differentiated. The company who
takes over the sales functions can either buy the relevant products from the partner
(referred to as “buy&sell” or respectively for the counterpart “sell&carry”) or act as a
commissionaire. In the case of “buy&sell” tesa buys the products at an agreed price,
adds a margin and sells the products to the retailers. In the case of commissionaire
settlement when tesa receives the products, they still belong to the partner. After
selling them to the retailers tesa retains the agreed commission fee and transfers the

residual revenues to the partner.

With regard to the fee / cost coverage the partners can agree either on an all in fee
that covers the cost for all services or on an agreed fee for specific services and the
cost coverage for other services. Usually the second model is applied as the costs for
logistics as well as direct costs of selling are forwarded to the partner. Furthermore
usually a marketing budget is agreed which can either be a fixed budget or

performance related usually as a percentage of the sales.

4.4.2.3 Assessment of Potential

After the cooperation targets as well as the most appropriate cooperation model to
achieve them have been defined, the respective costs of the cooperation need to be

estimated in order to evaluate whether the cooperation is profitable or not.

Within the interviews the following main cost blocks could be identified:

Marketing & Sales, Marketing Budget, Direct Costs of Sales, Distribution Logistics,.
The Marketing & Sales block comprises mainly the salaries of the marketing and sales
employees. The marketing budget is related to the costs required to build brand
awareness in the relevant market. Distribution costs comprise the warehousing and

transport costs.
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According to Marketing and Sales, which represents the main cost block, the
interviewees have consistently confirmed that the number of products to manage has
the biggest impact on the marketing and sales costs. Accordingly as the higher the
number of products the higher the costs are, a main aspect in this regard is to define
the most appropriate product assortment for the cooperation. Apart from the
management of the routine tasks, a high number of products usually implies a high

frequency of product re-launches which also cause a high effort.

As the second most frequent cost driver the missing knowledge about the products
have been mentioned. From this it follows that the higher the similarity of the partner’s
products and the lower the respective product complexity, the lower the effort and

respectively the costs.

As further influencing factor the brand awareness and or degree of innovations of the
partner’s products has been mentioned. Especially with regard to the listing it is harder
to persuade the retailers to list the products when there is no brand awareness in the
relevant region. As an additional important influencing factor the frequency and degree

of detail of the reporting to the partner has been mentioned.

The following figure shows all relevant influencing factors that have been mentioned
within the interviews and which respectively need to be considered when estimating

the costs of a sales cooperation:
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Costs Influencing Factor Drives costs.....
low high
# of orders & # of sku’s low high
Explanation requirements of products low high
Similarity of products to tesa products high low
Brand awareness in the relevant market high low
Marketing & Frequency of new product Iaur?ches / re!aunches low h?gh
Sales Frequency and degree of detail of reporting low high
Readiness to use of advertisements labels, trade publications, high low
display materials, packaging, etc.
Sales objectives realisitic optimistic
Resposibility and liability for warranty claims no yes
Degree of POS suppport required low high
. Frequency of delivery low high
D:fes‘jlﬁ‘;zts MOV/MOQ high low
price per kg (low/high average PNS per product ) high low
. Supportive Mktg activities trade / consumer promotions no yes
Marketing budget Brand awareness in the relevant market high low
Frequency of delivery low high
Distribution MOV/MOQ high low
Logistics Special storage and transport conditions no yes
Delivery quota < 98% > 98%
GE Admin HR, Finance, IT activities no yes
Others Minimum level of stock Low High
(e.g. t':apltal ‘_:OSt’ Period granted for payment of the fees Short Long
working capital)

Table 5: Main cost drivers of sales cooperation

With regard to the characteristics of the influencing factors, the appropriate
cooperation fee as well as required marketing budget to achieve the targets can be
deducted.

A detailed calculation about the cooperation profitability will be presented in chapter
443,

44.2.4 Cooperation concretization

After the cooperation has been defined and a profitable case has been elaborated, the
cooperation needs to be concretized. Usually the concretization happens in two steps.
In the first step the relevant targets and measures are summarized in a cooperation
plan, which can be seen as a route description for the joint collaboration. In a second
step the agreed targets and measures from the cooperation plan are included in a
legal framework, which is the cooperation contract. As the contract is mainly a legal

issue it will not be further discussed in the underlying investigation.

With regard to the cooperation plan, the following elements could be deducted within

the interviews and respective analysis of past and running cooperation:
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Employees &
Organization

Business Processes

gl Cooperation Plan

Customer Value

Achievement of
cooperation objectives
Win-Win-Win

Figure 16: Elements comprising the cooperation plan

The employees & organization have been identified as the starting point with regard to
the execution of the cooperation. With regard to the employees and organization one
of the key issues that has been mentioned is that the cooperation idea usually is
generated in the headquarters, but most of the times the cooperation is managed
locally. Accordingly the local managers are key to the success of the cooperation. One
executive has described that especially managers that do not have any experience
with cooperation are sceptical about this organizational form, as they are afraid about
losing power and respectively fear to become more easily replaceable. Furthermore
the “not invented here” syndrome can be a further obstacle to the manager’s
performance. The best way to overcome the above mentioned obstacles is to involve
the local managers very early in the process. With regard to the organization, factors
such as incentives, IT systems, and communication have been classified as very

important.

According to the cooperation model that has been agreed, the respective business
processes need to be defined and aligned with the partner’s processes, in order that
they can be implemented by the employees. With regard to the interviews a particular
focus should be paid on the processes related to the flow of information and goods,
transparency and flexibility.

The flow of information and goods is crucial to keep the customers up to date about all
relevant product information and to maintain a reliable delivery performance. A bad
flow of information may depress the advantages that the customers gains through the
cooperation.

Transparency has been mentioned as one of the most important factors to build trust
between the partners. Usually the main issue lies in agreeing on the degree of detail of
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the shared information. Generally the partner that has overtaken the sales functions
strives to share less information as possible because the more information he has to
prepare the higher the effort. On the contrary the partner who has given up the
functions wants to receive as much information as possible. According to one
interviewee sharing many information enable the partner to actively participate in the
improvement of the sales performance. In the end the more sales the happier the
customers as well as both cooperation partners will be.

According to the flexibility one interviewee has stated that one of the big
disadvantages of a recent sales cooperation is that the activities (e.g. promotions) are
planned long term within the quarterly meetings. If changes in the environment occur
that require an adaptation of the activity, this usually may not be possible. Accordingly

by providing more flexibility in the business processes the sales can be increased.

In conclusion it can be said that by involving the key people in a proper way, aligning
the organizations and defining the appropriate business processes with a particular
focus on the flow of information and goods, transparency and flexibility, the value for
the customers as well as for both cooperation partners can be improved substantially,

»138

establishing a “win-win-win”"** situation.

4.4.3 Monitoring and Control

After the main cost blocks have been already presented in chapter 4.4.2.3, a first
approach for the economic evaluation of the cooperation has been developed and will
be presented on the example of one European country cooperation in the field DIY /
Paint.

The following figure shows the relative financial results for the year 2012 for one
European country where tesa is in charge of the full sales functions for two

cooperation partners:

138 Win-win-win is related to the two cooperation partners and the customer.
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Cooperation profitability / Countryold Partner 1 Partner 2 Country new Diff.
Country profitabilty % % % % %
Net Sales © 1000 100.0 1000 = 100.0 0.00
Costs of Manufacturing 46.1 0.0 0.0 35.0 -11.04
Deviation / Internal / Exchange 0.0 0.0 0.0 0.0 0.00
Cost of Puchase BDF 0.0 0.0 0.0 0.0 0.00
Cost of Purchase Thirds 0.0 100.0 75.1 22.7 22.70
Write off / Scrap inventories 0.1 0.0 0.0 0.1 -0.02
Cost of Sales 46.2 100.0 75.1 57.8 11.65
Gross Profit 53.8 0.0 24.9 42.2 -11.65
Direct cost of selling > 5.7 5.7 5.7 5.7 0.00
Trade / consumer promotion 1.3 0.0 0.0 1.0 -0.32
Other Marketing costs 5.4 0.0 0.0 4.1 -1.29
Marketing Budget 6.7 0.0 0.0 5.1 -1.61
Distribution royalties BDF > 2.6 0.0 0.0 2.0 -0.63
FC Distribution Logistics > 4.0 4.0 4.0 4.0 0.00
Salaries / Social Sales 7.9 8.0 7.9 7.9 0.00
Salaries / Social Mktg Admin 3.6 3.6 3.6 3.6 0.00
FC Marketing & Sales 11.5 11.6 11.5 11.5 0.01
Write-off receivables > 0.1 0.0 0.0 0.1 -0.02
Total Mktg / Sell / Distrib Exp 30.7 21.3 21.2 28.4 -2.26
Administration exp > 8.0 0.0 0.0 6.0 -1.91
Commission 0.0 -28.0 0.0 -5.3 -5.30
Foreign exchange gains 0.0 0.0 0.0 0.0 0.00
Other operating income 0.0 -28.0 0.0 -5.3 -5.30
Other operating expenses > 0.0 0.0 0.0 0.0 0.00
DC RESULT EBIT 15.2 6.7 3.7 13.0 -2.18

Table 6: Cooperation and country case profitability calculation

As due to confidentiality reasons the absolute figures couldn’t be published, only the

relative figures are shown. The first column “country old” shows the business case as

tesa stand alone without cooperation, the second and third column show the results of

the respective cooperation, the fourth column “country new” shows the aggregated

results. The last column shows the relative difference of the aggregated results

compared to the results without cooperation.

With regard to the cost blocks “direct costs of selling” as well as “logistics costs”

average costs relative to the total sales have been assumed. Whereas the marketing

and sales costs are based on the total real costs incurred according to the relative

sales amount.™®

%9 The assumption is that the marketing and sales costs incur proportionally according their
relative sales amount. The sales can be split as follows: tesa = 76%; partner 1 = 19%;

partner 2 = 5%.
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With regard to the profitability the calculation shows that the return on sales' of both
cooperation are relatively low compared to the return on sales of tesa stand alone. The
lower return on sales with regard to partner 2 (3,7%) compared to partner 1 (6,7%) can
be explained by the fact that the cooperation fee, which tesa receives is round about

1 Overall the low return on sales of the cooperation has a negative impact

3% lower.
on the country’s total return on sales, which is approx. 2,2% lower.

According to the main objective of tesa, which is the sustainable increase of the return
on sales at first glance the cooperation seems to be counterproductive.

However by assuming that the marketing and sales costs which are allocated to the
cooperation, would remain even in the case the cooperation would be terminated (as

so called residual costs), the following picture emerges:

140 Return on sales = EBIT / Sales.

"1 Due to the different settlement modes of the two cooperation (see chapter 4.4.2.2. for

further information about the settlement modes) for the cooperation fee two different terms
are used, and are shown on different place within the calculation. The total cooperation fee
that tesa receives from partner 1 can be found in the line “commission” and amounts to
28%. The total cooperation fee from partner 2 is shown in the line “gross profit” amounts to
24,9%.
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Cooperation profitability / Country Country
Country profitabilty 2012 with COOP  without COOP
% %

Net Sales 100.0 100.0
Costs of Manufacturing 35.0 46.1
Deviation / Internal / Exchange 0.0 0.0
Cost of Puchase BDF 0.0 0.0
Cost of Purchase Thirds 22.7 0.0
Write off / Scrap inventories 0.1 0.1
Cost of Sales 57.8 46.2
Gross Profit 42.2 53.8
Direct cost of selling > 5.7 5.7
Trade / consumer promotion 1.0 1.3
Other Marketing costs 41 5.4
Marketing Budget 5.1 6.7
Distribution royalties BDF > 2.0 2.6
FC Distribution Logistics > 4.0 4.0
Salaries / Social Sales 7.9 10.5
Salaries / Social Mktg Admin 3.6 4.7
FC Marketing & Sales 11.5 15.1
Write-off receivables > 0.1 0.1
Total Mktg /Sell / Distrib Exp 28.4 34.3
Administration exp > 6.0 8.0
Commission -5.3 0.0
Foreign exchange gains -5.4 -7.1
Other operating income -10.7 -7.1
Other operating expenses > 0.0 0.0
DC RESULT (EBIT) 18.4 18.7
DC RESULT (EBIT adjusted by
foreign exchange gains) 13.0 11.6

Table 7: Comparison country case profitability with / without cooperation

The calculation shows that by allocating 100% of the marketing and sales costs to the
tesa stand alone business case the return on sales decreases by 1,4% compared to
the business case with cooperation. Furthermore according to the qualitative
outcomes mentioned within the interviews the cooperation make an important
contribution to secure a sustainable business in the country. Apart from a better
utilization of the sales representatives, the higher critical mass and respectively higher
negotiation power have enabled tesa to become better connected to the IT system of

the retailers and to partly squeeze out the main local competitor.

By taking a closer look at the operative details of the two cooperation, the following
statements have been made within the interviews:
“Since in 2011 partner 1 was acquired by a third company, the expectations are

growing steadily. The huge assortment of the partner combined with weekly and
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monthly detailed reports as well as expected (not contractual agreed) marketing
activities cause a very high effort. tesa considers renegotiating the conditions”.
According to partner 2: The low product assortment makes sales support easily
manageable. The effort is in the context of the planned measures.

Coming back to the quantitative evaluation it seemed unlikely that the relative costs of
the two cooperation were identical, although according to the statement partner 1
seemed to cause proportionally a much higher effort. Upon further questioning it
became clear that the cooperation effort for partner 1 in regard to the cost blocks
“sales and marketing”, “logistics” and as well as “direct costs of marketing” are
proportionally higher while the cooperation effort for partner two is proportionally lower.
Accordingly the return on sales should be lower with regard to partner 1 and higher

with regard to partner 2.

In summary it can be said that within the evaluation of cooperation always the full
business case including the country / region should be considered, as the stand alone
evaluation is not significant enough. Furthermore the sole quantitative evaluation is not
sufficient to assess whether the relationship has a positive impact on achieving the
business objectives or not. Respectively it is extremely important to evaluate
cooperation especially on qualitative measures. Nevertheless the quantitative
evaluation helps to identify possible improvement potentials of a cooperation, however
it is crucial that the costs are allocated to the cooperation on the basis of the real
effort.
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5. Screening and qualification of potential partner

5.1 Overview about the sanitary market in Germany

According to the study conducted by “BBE Handelsberatung” Germany represents the
biggest sanitary market in the European Union with an approximately market volume
of € 7.575 Mio. in 2011™2. This is followed by ltaly, UK, France and Spain."

With regard to the development of the market volumes between 2005 and 2011 the
market grew by approximately 4%, which represents a very low average annual
growth rate of 0,7%. However, a closer look to the market data reveals that the
development was not linear. In fact between 2005 and 2007 the market grew almost
double-digit by 9,7%. Due to the global economic crises in 2008 the market shrink by

4,6% and after a slight recovery in 2009 it continued its downturn until 2011."

The following table shows the market development between 2005 and 2011 including

the distinction by market segments:

mmmmm

Sanitary ceramics

Bath tubs, shower tubs, basin
or the like made of plastic
Bath tubs, shower tubs, basin

1.707 1.635 1.687 1.572 1.585 1.590 1.575

made of metal 145 153 211 203 270 245 230
Mixer taps, taps 923 999 947 962 1.017 1.030 1.006
Other sanitary taps & supplies

(e.g. thermostats, 2.292 2.721 2.925 2.875 2.881 2.865 2.825
showerheads, valves, etc.)

Bathroom furniture 867 964 909 868 932 905 885
Bathroom accessories

Table 8: The sanitary market in Germany'*®

A detailed look at the table represents a heterogeneous image of the market volume
development of the different product groups. While some product groups are losing
substantial market shares (e.g. sanitary ceramics, bath tubs, shower tubs, basin or the

like made of plastic) other segments are growing very strongly (e.g. mixer taps, taps).

42 marketmedia24, Study: Der Badmarkt insgesamt in Deutschland, 2012.
143 Deppe S., von Rotherich C., 2010, p. 9.
144 Figures according to table 8.

45 marketmedia24, Study: Der Badmarkt insgesamt in Deutschland, 2012.
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With regard to the bath accessories™®, which represents the relevant segment for
tesa, the development of the market volumes is in line with the total market
development. However, despite of the low growth rates, survey conducted by tesa
reveal that there is an increasing demand for self-adhesive bath accessories instead of
products to screw on, which represents a big opportunity for tesa to gain substantial

market share with its new product range.’

With regard to the relevant distribution channels the figure below shows that the
distributions structures are steadily shifting. The specialized retail, which accounted 20
to 25% of the total market volume in 2005 has significantly loosed market shares and
the hypermarkets & supermarkets, which already represented the smallest channel
has become even smaller. The winners are especially the DIY markets which have
overtaken the specialized trade as well as the furniture retail and the direct selling. The
craftsman enterprise, which according to their significant procurement for new
construction and renovations can be included in the sanitary retailers landscape, has a
relative stable high market share of around 42%. According to the forecast until 2015
the distributions structures are assumed to develop in the same direction and same
speed as before. According to this assumption the market share of DIY will account to
25% in 2015 and will be approximately double as much as the specialized trade. The
market share of the furniture retail and the direct selling will slightly increase to 9%,
hypermarkets will fall under 2% and the craftsman enterprise will maintain its leading

position with 43%.

Distribution channel | 2005 [ 2007 | 2009 | 2010 | 2011 [ 2013 | 2015 |
Specilized retail 23.8% 20.5% 19.0% 18.7% 18.0% 13,6% 11,2%
Furniture retail 7.0% 7.1% 7.9% 8.1% 8.5% 8,7% 9,1%
DIY 17.0% 18.7% 20.0% 20.4% 21.0% 23,4% 25.0%
Hyper- & Supermarkets 2.2% 2.0% 2.0% 2.0% 2.0% 1,8% 1,7%
Direct selling 8.1% 8.1% 8.6% 8.9% 9.0% 9,2% 9,6%
Craftsman 41.9% 43.6% 42.5% 41.9% 41.5% 43,5% 43,5%

Table 9: The distribution structures for sanitary products in Germany148

As selling the products directly to the craftsman represents a form of direct selling,
which is actually not part of tesa’s business model, the most appropriate channel to

6 The category bath accessories comprises among others toilet paper holder, towel rails and

soap dispensers.
"7 Not public survey conducted by tesa.

148 marketmedia24, Study: Die Distributionsstrukturen fir den Badmarkt in Deutschland, 2012.
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enter or respectively penetrate is DIY, which represents the second most biggest

channel with regard to sanitary products.

5.2Screening criteria and tool

As in the sanitary market tesa has very low critical mass within the buyer’s portfolio
and is respectively “weak”, the objective of the screening is to identify potential
partners that are “strong” in the relevant area and that can overtake the sales functions

for tesa.

Based on the general partner’s fit criteria identified and discussed in chapter 4.4.2.1,
the relevant criteria for the screening und qualification of sales cooperation partner in
the sanitary market will be deducted and respectively prioritized. With regard to the
public available information about the potential partner companies, the qualification will

focus on the fundamental fit and as part of this especially the product fit.

According to the analysis of the fundamental fit the most important criterion is the
access to the relevant channel and the respective sales department.

I'° a respective “must” criterion is that the

As tesa will focus on the DIY channe
partner has an high covered distribution in the sanitary department in the DIY channel
in the German market. Moreover as in the case of sanitary usually the submarkets are
split through different purchasers, the partner's coverage must include the bath
accessories as well. With regard to the coverage of other relevant distribution
channels and countries it was already mentioned in chapter 4.4.2.1 that it is a nice add

on, but not crucial.

With regard to the product compatibility the complementary of the assortments and
similar technical characteristics represent an high fit. Generally from the retailer’s point
of view a complete bathroom accessories assortment covers all relevant products
(soap dispensers, toilet brush, etc.) in all qualities (low, middle, high) and executions
(non-adhesive vs. adhesive). According to this complementarity of the assortment is
given when the assortments of the two partners together form a complete assortment
and don’t cannibalize each other. However according to chapter 5.1 a few product

overlaps are allowed.

%9 See explanation for focus on the DIY channel in chapter 5.1.
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With regard to tesa an high product fit is given when the partner covers all products
and qualities in the non-adhesive segment and has already a few adhesive products in
its portfolio, which implies that the sales representatives already possess the relevant
technical related knowledge. According to the human resources required to execute

the sales functions its availability can be implied by the high covered distribution.

As all potential partners are German companies or at least European companies, the
partner’s nationality is not considered to be relevant in determining the cultural fit.
Accordingly with regard to the cultural fit only the similar size will be included in the

assessment of the partner’s fit.

In order to compare the potential cooperation partners with regard to the above

defined criteria, the following screening tool has been elaborated (extract):

Availabiltiy  Weight Potential Partners Rating

- o~ ©
S - S
[} ] [}
i=4 j= i=4
= t =
© © ©
o o o
R |RxW/ R |RxW| R |RxW

Common / compatible objectives ? 1K 3

Do the common objectives have a similar corporate priority as ours? IK 2

Is the time horizon in which objectives need to be achieved the same ? IK 2

Is the strategy to achieve the objectives in line with our usual approach ? IK 2

Does the cooperation generate an added value for our customers (e.g. retailers) ? IK 3

No legal restrictions from other cooperation or licensing agreements ? 1K 3

Access

Same purchaser / purchasing department (coverage of bath accessories) ER 3

High Covered distribution (value & volume) in Sanitary / DIY in Germany IK 3

Other relevant distribution channels covered (e.g. specilized retail) ER 1

Other relevant countries covered (especially other European countries) ER 1

Total Fit

Legend:
Must = very important; Need = important; Nice = not so important
R = Rating; RxW = Rating x Weight

Table 10: Evaluation tool "Partner's Fit"

In the first column on the left the relevant evaluation criteria according to the main
categories (strategic, fundamental and cultural fit) as well as their respective
subcategories are listed.

The second column “weight” indicates the relative importance of each criterion.
According to the interview results'® the criteria have been classified as very important
(“3”), important (“2”) and not so important (“1”). Depending on the objectives that need
to be achieved with the cooperation, the weighting may vary.

%0 For more details about the interview results see chapter 4.4.2.1.
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The third column “availability” indicates whether the required information to assess the
respective criterion is usually publicly available (PA), extensively researchable /
acquirable (ER) or insider knowledge (IK). Usually the screening is started with
publicly available information and is completed with more detailed information for
potential partners that have not been sorted out.

Starting from the fourth column the potential partners are listed. Each partner’s
columns is subdivided into two columns. The left one (“R”) is reserved for the rating
according to the respective criterion. Depending on the fit degree the respective
criterion can be rated on a scale from 1 (very bad fit) to 5 (very good fit). In the right
column (“RxW”) the result of the multiplication of the rating and the weight of the
respective criterion is filled out. Finally summing up all the figures from the RxW
column gives the total fit score of the potential partner. The latter enables the

comparison between the potential partners.

5.3 Potential partners

Within the interviews, the analysis of market reports and store checks the following

long list of potential partners has been deducted:

Bathroo Bathroo
Sanitary | shower m

Company ceramics| tubs, etc. | tubs, etc. |taps, taps m accessori

furniture
es

A- F. Dornbracht X X
X Bette X
X Burgbad X
Dietsche
Duravit X X X
Franz Kaldewei X
Friedrich Grohe X X
Haceka X X X X
X Hans Grohe X X X
Hansa Metallwerke X X
X Inno Essentials X
Keramag X X X
Keuco X X X X
Kludi X X
Lenz X
Nie wieder bohren X X
X Smedbo X
Spirella X
Tiger X X
Villeroy & Boch X X X X X X
Wenko X X

Table 11: Long list of potential sales cooperation partners in the sanitary market
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In order to reduce the research effort a first pre-selection has been established on the
basis of the covered market segments. Companies which do not have any bathroom
accessories in their product portfolio have been sorted out and will respectively be not
further considered (see companies that have been marked with a red “X” in table 11).

The remaining companies ha e been further evaluated according to the above
presented screening tool. As already mentioned above the evaluation v will be limited
to the product fit and the cultural fit based on publicly available data as well as data

from the available market reports as well as one financial database.

Availabiltiy  Weight Potential Partners Rating
< = ] 3
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qualities) in the non-adhesive bath accessories segment
Relevant adhesive bath accessories in the portfolio PA 2 5 10 1 2 3 6 5 10 1 2 3 6
No (or low) product overlaps PA 3 3 9 5 151 4 12 3 9 5 15 3 9
Similar company size to tesa C&C PA/ER 2 2 4 5 101 2 4 2 4 4 8 1 2

Total Fit 38

Table 12: Short list of potential sales cooperation partners in the sanitary market (part 1)
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qualities) in the non-adhesive bath accessories segment
Relevant adhesive bath accessories in the portfolio PA 2 5 10 4 8 4 8 5 10 1 2 5 10
No (or low) product overlaps PA 3 2 6 3 9 3 9 2 6 5 15 2 6
Similar company size to tesa C&C PA/ER 2 1 2 2 4 3 6 2 4 5 10 4 8

Table 13: Short list of potential sales cooperation partners in the sanitary market (part 2)

The figures above show the result of the fit evaluation. Due to layout issues the figure

has been spilt into two parts.

With regard to the “total fit” 67% of the potential partners have scored between 35 and
37 points. 25% are close to that with a score of respectively 33, 38 and 39 points. Only

the company “Lenz” has scored significantly lower with 26 points.

By taking a closer look at the results it can be seen that the potential partners who
have a very good product fit do not score well in regard with the cultural fit and vice

versa. The bad fit with regard to the cultural fit is due to the small sizes of the
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companies'', whereas the bad product fit is due to low assortment width and
relevance as well as lack of adhesive products in the portfolio. This actually implies
that most of the leading manufacturers of bath accessories are small companies,
which focus only on this market segment. In contrast the players who cover the other

sanitary segments usually offer only a few bath accessories as an add-on.

By considering that the bath accessories market has a total volume of approximately
€ 620 Mio. and that most of the companies do not generate 100% of the revenues in
Germany, it can be assumed that their market share is relatively low and that
respectively the market is highly fragmented. This implies that the companies usually
will not have a big negotiation power as well as enough free sales capacities to

overtake sales functions for a cooperation partner.

The conclusion on this is that only 5 of the 12 partners possess the desired basic pre-
requirements to overtake tesa’s sales functions in the sanitary DIY in Germany. As
they will be partly sorted out in the further evaluation process, the author recommends
to further evaluate if also sanitary companies, that actually do not cover the
accessories segment, may be appropriate for a sales cooperation and respectively
may be included in the short list. Furthermore apart from the further evaluation of the
five companies, the author suggests to take into consideration the expansion of the
own sales organization in order to penetrate the sanitary market. As tesa has a very
strong brand awareness and a strong sales organization in Germany it may be able to
persuade several specialized manufacturers of bath accessories to bundle their
assortments and to hand over some sales functions to tesa. However in this case the
main issue may consist in bundling the assortments of several partners without too

many overlaps.

%1 58% of the potential partners have revenues of below € 20 Mio.
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6. Summary and implications

Starting with an analysis of the cooperation literature, the underlying paper has shown
that due to the changing market environment sales cooperation are becoming
increasingly important for the business success for manufacturing companies.
Nevertheless the high failure rates indicate that strategic decisions are often made
without enough strategic analysis and that executives underestimate the particular
characteristics of cooperation compared to other inter-organizational forms. As within
the literature research the author has found only little data about sales cooperation
strategy the relevant elements to build the frame of reference for the explorative
investigation have been deducted primary from the theoretical model of Theurl as well
as from empirical findings from Emrisch. Within 20 interviews with cooperation and
sales experts from tesa the respective constructs have been verified in regard with
their practical relevance as well as have been concretized. Based on the qualitative
analysis of the collected data the following recommendations for tesa as well as
general implications for the management of sales cooperation with regard to

underlying frame of reference could be deducted:

Deduction of strategic cooperation potentials

Generally the suitability of sales cooperation to support the external growth strategy of
tesa C&C has been confirmed. Respectively the most appropriate objectives to
achieve with sales cooperation have been identified and prioritized according to their

strategic relevance and attractiveness.

The results of the investigation have confirmed that sales cooperation need to be
motivated by strategic objectives in order to maximize the chances for success.
However as sales cooperation driven by opportunity have shown positive results
especially in regard with the trust building, they should not be generally excluded.
Accordingly sales cooperation opportunities that occur by chance should be evaluated
with regard to the strategic fit, whereas so called “golf court” sales cooperation which
are usually driven by individual objectives need to be avoided.

With regard to the assessment of the external growth alternatives the results of the
investigation have shown that the decision matrix of Schaper-Rinkel represents an
appropriate tool for the choice of the best alternative between acquisition and
cooperation as well as the most appropriate organizational layout. However the
diverging results in one case suggest that additional criteria related to the fit with the

partner should be taken into consideration.
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Exploitation of cooperation potentials

In accordance with the partner’s fit the analysis of the investigation results has enabled
the identification and prioritization of the relevant criteria to assess the partner’s fit,
which have been consolidated in a respective screening tool. The latter has been
successfully applied within the investigation to screen the sanitary market and has

resulted into a reduction of the long list to five potential cooperation partners.

With regard to the cooperation definition the investigation results indicate that the
extensive analysis of the relevant market, executed by all involved partners is crucial
to establish a common ground (e.g. according to sales targets, assortment, pricing,
etc.) and respectively to be able to jointly deduct and discuss the respective
cooperation targets, conditions and most appropriate cooperation model. According to
the latter the investigation results have shown that the cooperation model comprises
various modules to be selected, especially in regard with the relevant sales functions
that are given up or respectively taken over from the partner. The latter represents the
most critical module within the cooperation model as the effort to be provided in order
to execute the respective sales functions are strongly influenced by the market

conditions.

With respect to the cooperation costs the salaries of marketing and sales staff have
been identified as the biggest cost block and the number of products as well as the

similarity of products as the respective two main cost drivers.

According to the cooperation plan the investigation results have shown that the
employees and the business processes are the most important elements. In regard
with the employees the investigation has shown that the not invented here syndrome,
which usually can be observed in R&D cooperation, occurs also within sales
cooperation. Accordingly the local manager, who will be in charge of the operative
management of the cooperation needs to be involved very early in the process. With
regard to the business processes the results have shown that they should especially
focus on increasing the customer value, as an high customer satisfaction is one of the

key elements for the sales cooperation success.
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Monitoring & Control

According to monitoring and control the investigation results confirm the theoretical
evidence that cooperation need to be evaluated especially on qualitative measures.
Moreover within the quantitative evaluation the full business case including the country

/ region needs to be considered.

Finally the author points out that according to the explorative and qualitative character
of the underlying investigation, the main objective was to obtain new findings about the
management of sales cooperation especially with regard to the cooperation strategy.
In order to verify and supplement these findings the author suggests the execution of
an empirical study, which should involve manufacturing companies from several

industrial as well as several geographical areas.
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Appendix

Interview guide

COOPS : Elaboration of a cooperation strategy for tesa C&C
Cooperation Management

Our understanding of cooperation

- Voluntarily arrangement in which two or more companies engage in mutual exchange or combination of business functions to gain financial benefits.
- win-win-situation, 1+ 1=3

- giving us access to partner's competencies & enabling tesa to grow with less invest & off-core

- partner’s strengths compensate tesa’s weaknesses or double tesa’s strengths

- enables us to reach critical mass / complete assortments and/or gives us access to new channels, new technologies, wider know how

=> how can cooperation accelerate our growth ?

=> which ones can ?
=> which cooperation in particular can help us enter new countries, new retailers, new categories, ... within todays business & regarding new business fields

COOPS : Elaboration of a cooperation strateqy for tesa C&C
Status & Strategy Sales / Regions

Strategy & main objectives of tesa Sales & IKAM / Regions
Your Top 5 Sales / Region objectives

Most important channels ?

Most important categories / product groups ?

Most important regions / countries ?

Specific country projects ?

Which contribution do you see for cooperation ?
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COOPS : Elaboration of a cooperation strategy for tesa C&C
Cooperation Experience Sales / Regions

Overall status

Which tesa sales cooperation known ? (partners, countries, ...)

Which tesa sales cooperation existing / running ? (partners, countries, ...)
Which tesa sales cooperation are planned ? (partners, countries, ...)

Other types of cooperation known / running ? (types, partners, countries, ...)

Cooperation cases & partners

Partner

Main business

Starting date of cooperation

Which cooperation form ? (long-term supply contract, strategic alliance, joint venture)
Time horizon (short, mid or long term) ?

Area of cooperation

Which Business Field ?
Region / countries ?
Channels ?

Category ?

Product group / Products ?
Who is responsible at tesa ?

Main objectives, benefits and tasks of cooperation
Which concrete objectives for tesa ? (e.g. channel access, sales force resources, ROS...)
Which concrete objectives for the partner ? (e.g. add margin, utilization rate...)

Which concrete function(s) does tesa use from the partner ? (e.g. sales force, negotiations, logistics...)

Which equivalent contribution does tesa offer ? (assortment, commission, other channels, ...)

Effective status of cooperation & forecast

Effective output ? (additional sales, ROS, distribution, ...)

General satisfaction of partners ?

Actual status (terminate? Go on ? Expand ?)

Does the partner cover other attractive countries / channels / categories ?

Operative details

Written agreement / contract ? (copy of the contract ?)

Who negiotated to whom ?

Organisation of concrete delivery process & payment transactions ?

Which departments / employees are responsible for the operative execution ?
Who communicates to whom ?

How much operative effort per month ? (within the different phases ?)
Frequency of contact to partner ?

Which KPIs for performance measurement ?

Process optimization on a regular basis ?

Screening & qualification process
How has the partner been qualified ?
Which criteria were relevant for selection ?
a) Brand
b) Relevant countries / channels / purchase department
c) Access to distribution
d) Size of the company
e) Culture of the company
f) Location
g) Cooperation experience
h) Trust
i) Others...
Other partners considerated ?
How long did it take from first screening to running cooperation ?
How did tesa provide required information for qualification ?

Conclusion / most important learnings
Is / was it a success / failure ?

Reasons for success / failure ? (e.g. wrong partner, bad communication, optimistic goals, others..)

In which phase does it fail ? (negotiation phase, implementation phase, etc.)
What to do better by tesa ?

What to do better by partner(s) ?

Document with the key learnings / cooperation review existing ?

Advices for future cooperation

Which advices & recommendations for future cooperation ?

Advices for a cooperation success model for tesa ?

Advices for make or cooperate decisions ? (e.g. own sales force vs. cooperation)

When is a cooperation more interesting than an own invest ? (e.g. organizational costs, ...)
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COOPS : Elaboration of a cooperation strateqy for tesa C&C
Key success factors sales / sales strengths

Evaluation of main success factors for sales / IKAM, evaluable in "low, mid, high"

Resources

KAM ressources for support service of most important accounts
Sales force ressources for support service in the stores
Merchandise ressources for implementation / POS support service

Distribution facilities (warehouses, EDI, transport, ...)

Access

Covered distribution (value & volume) within relevant market
User coverage (% of users / households reached by the partner)
many key accounts covered

many channels covered

many departments covered
many countries covered
many buyers in the portfolio

Relevant competencies

Negotiation Power

High market share company / brand (within relevant market)

Having a "pull" brand (high awareness, high brand triad, ...)

High added value for the customer (high margin, high frequency, high need)
High purchasing volume share

High critical mass within buyers suppliers portfolio

High usage / category coverage (e.g. for painting : masking, brushes, paint, ...)
Assortment width & relevance

Selling ability

Selling Knowhow (ability to explain complex products, ...)

Motivated sales rep.

Reliable delivery performance

Positive Image from buyers point of view (negotiation style, fair play, reliability, fast reaction...]

Softskills

Minimum / Maximum Company Size
Company image

Legal, social & compliancy behaviour
Reliability

Loyality

Nationality

Cooperation Experience

Economic stability

Other selection criteria

Same purchaser / purchasing department

Complementarity of the products

Need / complexity of product explanation by sales force

Active brand marketing / "pul" brand (branding, awareness, POS presentation, ...)
No direct competitor / no cannibalisation
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COOPS : Elaboration of a cooperation strateqy for tesa C&C
tesa's Sales SWOT

Evaluation of main success factors for sales / IKAM, evaluable in "low, mid, high"

Countries
Markets

Top Retailers

Resources

KAM ressources for support service of most important accounts
Sales force ressources for support service in the stores
Merchandise ressources for implementation / POS support service
Distribution facilities (warehouses, EDI, transport, ...)

Access

Covered distribution (value & volume) within relevant market
User coverage (% of users / households reached by the partner)
many key accounts covered

many channels covered

many departments covered

many countries covered

many buyers in the portfolio

Relevant competencies

Negotiation Power

High market share company / brand (within relevant market)

Having a "pull" brand (high awareness, high brand triad, ...)

High added value for the customer (high margin, high frequency, high need)
High purchasing volume share

High critical mass within buyers suppliers portfolio

High usage / category coverage (e.g. for painting : masking, brushes, paint, ...)
Assortment width & relevance

Selling ability

Selling Knowhow (ability to explain complex products, ...)

Motivated sales rep.

Reliable delivery performance

Positive Image from buyers point of view (negotiation style, fair play, reliability, fast reaction...)

Softskills

Minimum / Maximum Company Size
Company image

Legal, social & compliancy behaviour
Reliability

Loyality

Nationality

Cooperation Experience

Economic stability

Other selection criteria

Same purchaser / purchasing department

Complementarity of the products

Need / complexity of product explanation by sales force

Active brand marketing / "pul" brand (branding, awareness, POS presentation, ...)
No direct competitor / no cannibalisation
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COOPS : Elaboration of a cooperation strateqy for tesa C&C

Ideas for new cooperation

Concrete cooperation ideas for tesa

Do you have any idea / suggestion for new cooperation ?

Cooperation cases & partners

Partner

Main business

Which cooperation form ? (long-term supply contract, strategic alliance, joint venture)
Existing contacts ?

Area of cooperation
Which Business Field ?
Region / countries ?
Channels ?

Category ?

Product group / Products ?

Main objectives, benefits and tasks of cooperation

Which concrete objectives for tesa ? (e.g. channel access, sales force resources, ROS...)

91

Which concrete function(s) does tesa use from the partner ? (e.g. sales force, negotiations, logistics...)

Which equivalent contribution does tesa offer ? (assortment, commission, other channels, ...)

Best case cooperation / competitor's cooperation

Are you aware of any relevant cooperation from competitors / other companies ?
Cooperation cases & partners of competitors

Partner

Main business

Which cooperation form ? (long-term supply contract, strategic alliance, joint venture)
Existing contacts ?

Area of cooperation
Which Business Field ?
Region / countries ?
Channels ?

Category ?

Product group / Products ?

Main objectives, benefits and tasks of cooperation

Which concrete objectives for the partners ? (e.g. channel access, sales force resources, ROS...)

Which concrete function(s) do they share ? (e.g. sales force, negotiations, logistics...)



Die approbierte gedruckte Originalversion dieser Masterarbeit ist an der TU Wien Bibliothek verfligbar.

The approved original version of this thesis is available in print at TU Wien Bibliothek.

M Sibliothek,
Your knowledge hub

92

Evaluation of potential partners fort the sanitary market

Competitve Analysis

4

FADIETSCHE

RODI

nie wieder
bohren

A

About the company Adhesive Solution Competitive products to tesa Sanitary 2.0

- 5 wall-fitting ranges with different designs

Location: Switzerland - 2 ranges can be adjusted by using Pattex adhesives

Employees:ca. 150 - Bathroom accessories

" - Pattex 2k knead
R?ve.n ues ZI_JIJQ. & M|o € ks q technology (scap dispenser, tumblerholder, tooth mug, scap dish, toilet brush,
Distribution: Worldwide 85 - Decoration 5 2 5 5
2 toilet paper holder, towel rail, towel ring, holderfor hairdryer, shelfs,
countries hooks)

About the company Adhesive Solution Competitive products to tesa Sanitary 2.0

- Bathroom _Pattex 2k knead - 12 wall-fitting ranges with different designs
Location: Netherlands accessories Frsisen - More than 250 wall fitting products using adhesives
Employees:n.s. - Furniture, 9y
Revenues 2009: n.s. - Shower & toilet _Tiger fix 3k adhesive (showerbaskets, soap dispenser, tumbler holder, tooth mug, scap
Distribution: n.s. accessories tegc.hnology dish, toilet brush, toilet paperholder, towel rail, tewel ring, holderfor

- Decoration & textiles hairdryer, shelfs, magazin holder, hooks).

About the company Adhesive Solution Competitive products to tesa Sanitary 2.0

- 8 wall-fitting ranges with different designs

[ Bt ize ceaseseiEs - 3 ranges can be adjusted by using Pattex adhesives

Location: Sweden _ Bathroom baskets
Employees:n.s. - Shower & toilet -Pattex 2k knead
Revenues 2012: 17 Mio € X technology (shower baskets, soap dispenser, tumblerholder, tooth mug, soap
Distribution: EU& USA ~ accessores dish, toilet brush, toilet paper holder, towel rail, towel ring, holder for
- Hool .
hairdryer, shelfs, hooks).

About the company AdhesiveSolution Competitive products to tesa Sanitary 2.0

- Bathroom, kitchen, living - 12 wall-fitting ranges with different designs

Location: Germany and laundry accessories Wenko “Power-Loc” ~ 5 ranges can be adjusted by using “Power-Loc” adhesives
- Bathroom baskets

Employees:ca. 142 e 1k adhesi imilar t -
R ev%n: o Zl)C‘Ia 1:67Mio€ = Shower & toilet “ni : wi:csilevreb::: :1: ° (shower baskets, soap dispenser, tumbler holder, tooth mug,

o . accessories soap dish, toilet brush, toilet paper holder, towel rail, towel ring,
TSI et | Furniture e inalegy holder for hairdryer, shelfs, hooks, mirrors).
- Hooks

About the company Adhesive Solution Competitive productsto tesa Sanitary 2.0

- 21 bathroom accessory ranges including wall-fitting products
- Only some can be used with adhesive
- Haceka “Hangon” 2k
Glabete adhesive (soap dispenser, tumbler holder, tooth mug, soap dish, toilet brush,
toiletpaperholder, towel rail, towel ring, holder for hairdryer, shelfs,
hooks, showerwhipers).

About the company Adhesive Solution Competitive products to tesa Sanitary 2.0

- 8 wall-fitting ranges with different designs
Location: Germany _ Bathroom 1K adhesive similar to - 3 ranges can be adjusted by using adhesives
Employees.91 _ : JR— nie wieder bohren )
evenues 2011: 10 Mio € technology (shower baskets, soap dispenser, tumbler holder, tooth mug, scap
Distribution: EU & Asia dish, toilet brush, toilet paper holder, towel rail, towel ring, holderfor
hairdryer, shelfs, magazin holder, hooks).

About the company Adhesive Solution Competitive products to tesa Sanitary 2.0

- 4 small wall-fitting ranges with different designs
Location: Netherlands - Bathroom accessories - 3 rangescan be adjusted by using tesa Powerstrips
Employees:n.s. - Cooking accessories
Revenues 2012: 20 Mio € - Decoration (soap dispenser, tumbler holder, footh mug, soap dish, toilet brush,
Distribution: Europe toilet paper holder, towel rail, towel ring, holder for hairdryer, shelfs,
hooks, magazin holder).

About the company Adhesive Solution Competitive productsto tesa Sanitary 2.0

- 10 wall-fitting ranges with different designs
- Differentranges of baskets, mirrors and showeraccessories

- Heating systems

- Shower enclosures

- Bathroom furniture

- Sanitary taps

- Bathroom accessories

Location: Netherlands
Employees: 104
Revenues 2011: 13 Mio €
Distribution: n.s.

- tesa Powerstrips

- Bathroom accesscries

Location: Germany - Kitchen accessories " 5
Employees:n.s. - Shower & toilet - 1K adhesive and ERAECUUC LS RO EUEESIES
Rgve_nue_s 291 EEEINE S accessories e aiabfriisi (showerbaskets, soap dispenser, tumbler holder, tooth mug, soap
Distribution: Europe - Furniture " p . . .
- Hooks dish, toilet brush, toilet paperholder, towel rail, towel ring, hooks,

mirrors).

About the company Adhesive Solution Competitive products to tesa Sanitary 2.0

-Bathroom accessory rangesincluding wall-fitting products

Location: Germany -Can be usedwith adhesive

Employees:n.s.
Revenues 2009: n.s.
Distribution: n.s.

- Bathroom accessories - 2k Glabete adhesive
(soap dispenser, tumbler holder, tooth mug, soap dish, toilet brush,
toilet paper holder, towel rail, towel ring, shelfs, hooks).
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Availabiltiy | Weight Potential Partners Rating

Total Fit
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Common / compatible objectives ? IK 3

Do the common objectives have a similar corporate priority as ours? IK 2

Is the time horizon in which objectives need to be achieved the same ? IK 2

Is the strategy to achieve the objectives in line with our usual approach ? IK 2

Does the cooperation generate an added value for our customers (e.g. retailers) ? IK 3

No legal restrictions from other cooperation or licensing agreements ? IK 3

Access

Same purchaser / purchasing department (coverage of bath accessories) ER 3

High Covered distribution (value & volume) in Sanitary / DIY in Germany IK 3

Other relevant distribution channels covered (e.g. specilized retail) ER 1

Other relevant countries covered (especially other European countries) ER 1

Total Fit

Product / assortment fit

High assortment width & relevance (with regard to product range and qualities) in PA 3

the non-adhesive segment

A few adhesive bath accessories in the portfolio PA 2

No (or low) product cannibalization PA 3

Resources

KAM resources for support service of most important accounts IK 3

Sales force resources for support service in the stores 1K 3

Merchandise resources for implementation / POS support service IK 2

Trade marketing resources 1K 1

Distribution facilities (warehouses, EDI, transport, ...) IK 2

Negotiation Power

High market share in the German sanitary market IK 3

High brand awareness in the relevant market ER 3

High added value for the customer (high margin, high frequency, high need) IK 3

High critical mass within buyers suppliers portfolio IK 3

Selling abilities

Brand competence (POS presentation, high margins) PA 3

Ability to explain technical products PA 3

Reliable delivery performance IK 3

Similar company size to tesa C&C (between € 100 and 200 Mio.) PA/ER 2

Positive company image PA 3

Reliability, Loyality IK 3

Nationality PA 2

Cooperation experience IK 1

Economic stability PA/IK 3




