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It was a sweltering summer morning and two Olivier employees were performing a soap
demonstration at the Sfenne-de-Kent headquarters of La Savonnerie Olivier Soapery.
The store was buzzainwith excitement. More than thirty people were present, watching,
learning and laughing about the history of saegpevolution and natural skincare. This

was the Olivier way: to share knowledge in a humorous fasBientimes dailyduring

the summer mnthsthree French and three Englidamonstrations occurred and tourists

travelled to the site espec¢tially to see t

Meanwhile, Pierre Pelletier, Vice President and Director Safles and Bsiness
Development convened his magament team at the Olivier headquarters in the quaint
conference room. Local artistso original
chair and table were positioned in the
haphazardly covered the boardshmiecurring words such as pain, confidence, excited,
sexy, appreciated, and persona. It was June 2009 and Pelletier and his team were
considering possible avenues of growth for the next three years.

In 2008,the organization had experienced its biggesir y@nd Pelletier had legitimate

concerns about the organizationbés continui

decide how to build and retain a management team committed to the values of
community and welbeing, while satisfying their passion for nstant growth. This
meant that the organization would have t
heart of their concerns was the ability
locations. What would they and the rest of the teand neelo to accomplish a faithful
replication of theentireOlivier model?

PERSONAL CARE INDUSTRY
International Trends

The forecasted growth for the global cosmetics industry was ft@% 2006 to 2011.

The industry was divided into various segments suchinéisaging/cosmeceuticals, bath

and shower, candle/lhome, cosmetics, fine fragrance, hair care, natural and organic,
nutricosmetics, oral care, skin care, and sun.c@ki vi er 6s products
categorized under the bath and shower, natural ayahio; and skin care segméhnts

In 2007,the bath and shower sector of the globahuetics industry was valued at $24.5
billion (CAD)*. By 2008, the impact of the recession was evident in the global cosmetics
industry; consumers opted for less expengk@ducts. The bath and shower and baby
care sectorgvere not negatively affected by the recessionexpkrienced an increase in
their growth ratesn 2008 The bath and shower sector thrived because of a significant
increase in sales in Latin America. idoimers were switching to higher quality bath and
shower products with new fragrances, antibacterial qualities, and moisturizers. This
conversion to new products had occurred several years before in more developed

! Dollar amounts are approximatedaoonverted from (USD) to (CAD) at an exchange
rate of 1.0379.
WALLACE MECAIN

Z)INSTITUT

BRIDGING ENTREPRENCURIAL LEADERS

af New Brunswick

t

(0]

h

G

Q

ar

W e |




Pagel|3

markets, such as North America. Internaéilly, baby skincare products were faring well
because parents were not sacrificing quality for their children. Parents worried about
harmful ingredients in baby products and continued to purchase high quality and higher
priced brands. Moreover, older amén and adults often used baby care products for
themselves.

Western Europe was the largest personal care market in 200&aléts reaching $28
billion (CAD) price-cutting retailers such as supermarkets and discolnsersl over
50% of the personal oaproducts in Western Europe. In order to distinguish themselves
from the mass producers, companies were promotingagimg and other value added
propertie. Sales of antaging products hadeached $14.5 billion (CADYlobally in
2007. Market researcpredicted that by 2012, ardping products wodl be valued at
$22.1 billion (CAD) or approximately one quarter of the entire global cosmetics
industry. A considerable portion of the growth in ading products was the result of
organic or natural ingdient$. Organic soaps and cleansers were also experiencing
international expansiorManufacturers used plant or fruit extracts, and some moved
towards all natural ingredierits Companies such as Kiss My Face, which was based
New York, used essentialil® as fragrancéd. These ingredients were gaining
recgynition because of their perceivatierapeutic propertiesThis innovation was
leading a large number of organizations to eliminate chemicals and preservatives from
their products.

Canadian and Ameran Trends

The personal care industry Morth America had sales of $2M8lion (CAD) in 2008".

Personal care included products such as baby care, bath, makeup, fragrance, hair care,
nail, oral care, personal cleanliness, shaving, skincare and stinhré vi er 6 s pr od
into several categories, most predominately bath and skincare. In @@ average
household expentire on personal care was $1,16ZAD) in Canada or 1.P6 of
household inconie In New Brunswick, the average household expenditia® slightly

lower at $1,00¢CAD), while in Quebedt was $1,08QCAD)*. The Canadian personal

care industry was worth approximately $5.4 bill{@AD) in retail sales in 2008.

The personal ¢a industry in the United Stategas not expected to growyamore than
1% between 2007 and 20H&cause omaturing productS'. However, industry analysts
predicted thatsales ofantiaging skin care productwere going to increasby 20%
between 2007 and 2012. This whe result of the increasing age of the babgmers, as
wel | as an emphasis on fiyout.hAhathernaes sfd a mg
growth in the United States was the ethspecific health and beauty care (HBC) market.
Products in this market ranged from specialized hair care for differanteléures, to
ethnicspecific skincare products that included skihiteners. Between 2006 and 2012,
retail sales of ethnispecific HBC were expected to exceed $2.6 billion (CAWhich
meant the market was growing at a rate of 5.4% annually. This lgneag attributed to
an 8.6% expected increase population density oHispanic, AfricarAmerican, and
Asian minorities from 2006 to 2010.
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In addition,awareness of natural persomalre products wagrowing. Natural products
were priced approximatey 30% to 50% highethan other products in this industfy In

the United States, the natural and organic products market was val@ddb diillion
(CAD) in 2009. By 2010, this market was expected to grow 50%$a® billion
(CAD)™. Research indicated howeyéhat ®nsumers had a difficult time deternmig
which products were trulgiatural.A 2008 survey indicated that 78% of women believed
that natural personal care was regulated or did not know if it"WéseeExhibit 1 for

the personal care industry regigas in the United States and Canada).

In 2008, the effects of the global recession were evident in the North American personal
care industry. Bath and shower products were discounted, and consumers were
increasingly buying products that were on sabgardless of brand. Another option
presented to consumers was private label brands that were less expensive. This trend
towards lower priced products contributed to a negative growtth%fin 2008 for the

United States personal care industry

INDUSTRY PLAYERS

Three of Olivierds main competitors were
and Rocky Mountain Soap. Eminence Organics was a skincare organization originating
in Hungary, Europe. Eminence manufactured all of its products by hand without any
mass production processes. Eminence offered organic products and in 2009 created a new
biodynamic product line that was Certified Organic by Biokorittoll L d Occi t ane
founded in 1976 in France by Olivier Baussan. Occitane expanded to 700 stores in 70
cowuntries worldwide. Occitane produced natural skincare products and fradgfances
Rocky Mountain Soap was an all natural bath and body products manufacturer and
retailer that began in Canmor e, Al bert a.
care, body btter, bath salts and soap. Revenues of Rocky Mountain Soap had reached
$5.4 million (CAD) and the company had experienced 440% growth in revenues since
2003, It employed 44 employees and had eight stores in Western Canada 8Y 2009

Other direct competirs included Jurlique, DiHauschka and LUSH. Jurligue was an
organic skincare company that grew its skincare products on a biodynamic farm in South
Australia. It sold products in the United States, the United Kingdom, and Au&ttalia

Dr. Hauschka was alsa skincare company that was created in 1967. It produced
therapeutic skincare products and treatments.Hauschka products were made from
natural, organic and biodynamic ingrediéfitsLUSH was a manufacturer of handmade
cosmetics and valued using fresigredients, protecting the planet, advocating against
animal testing, and supporting the commufiityln 2007, LUSH had approximately 500
stores in 37 countries worldwidfé'.

Indirect Competitors

Locally, indirect competitors included The Body Shop, Y¥acher, and Fruits and
PassionThe Body Shop Canadgpened its first store in 1980 and grew to more than 100
locations. The Body Shopad over 1000 employees in Canada and sales greater than
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$130 million (CAD) annually™™". Yves Rocher was a skincare compahngt began in
France in 1959. Yves Rochero6s products in
and hair care. All of its products were derived from piéfitsruits and Passion was a

body and bath company located in United States, Canada and oth&resoaround the

world™*,

Other indirect competitors included Bleu Lavande and Dans un Jardin. Bleu Lavande was
a skin care producer in Quebec. It also produced products for the home, the garden, the
kitchen and pets. It was the only Canadian compartifiedras annternational producer

of lavendef™. Dans un Jardin was a bath and body company that began in France and
moved its way into North American boutiqt&s.

OLI VI ER6S ROOTS

In 1996, ehusband and wife from S#nne-de-Kent, New Brunswick struggletb opena
nine-bedroomcountry inn The project was originally estimated cost $250,000 to
$300,000 (CAD) but rad grown to nearly $800,000 (CALRierre Pelletier and Isabel
Gagné realized that their dream was not feasible and they reluctantly alzhnideine
plan As part of heir vision to make everything at the inn by ha@dgné had personally
manufactured soap for the rooms at the and gave them to ér friends and family as
gifts. UnexpectedlyGagné started receiving requests for soap fromlpesige knew and
strangers alikeThe demand for her products gave Gagné a new inspiration: to enter into
the business of soap makifiy (seeExhibit 2 for a historical time line of Olivier).

Shortly after t he i nndés fail uct msearciPen | et i
handmade soap. At the time, they found that there were no firms, with the exception of
companies in Europ¢hat were producing and selling handmade soap. Gagearched

castlle soaps, which were thought to be the best in the worldetieeldiscovered that

the best soaps wereadei n Gr eece and southern Marseil
Pelletier and Gagné decided they would name their business Olivier, French for olive
tree, because their soaps would be produced using an orgaeioibloold process. This

was the beginning of La Savonne@évier Soapery

Gagn® had a background in chemistry and r
from the Université de Monctd:" Gagnébecame President and head of Research and
Developmentof Olivier Soapery whileher husband, Metier was VicePresident and

Director of Sales and Business Developmefmtelletier had a degree in Psychology and
English Literature from the Université de Moncton. He was involved with Olivier
Soapery from the bagning, but also held employment elsewhere in the earlier days. He

left his job with the Kent Economic Comssion in2000so he couldledicate his time to

the organizatiorf™"

Expansion of the organization began in 1997 when GagdéPelletieccould no lomer
meet production irements by working out of theinome. The Atlantic Canada
Opportunities Agency (ACOA) and the provincial government helped fund a new
production building for Olivier. Thikarnlike structure was constructed next to Pelletier
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and @ gn ®06 s StedmedeKent Between 1998 and 2000]ivier experiencedh

500% increase in the number of Vi sitors
Development Program invested again in Olivier. This enabled Olivier tanexghe
organization andincrease production capacitjo 33,000 soaps per month, to
accommodatemore tourists, and to eate an Economuseu!’ The organi zat

website described the economuseum as a mu

concept of hygiene from antiquity toh e p r e $*¢ iihis ecormmusedm, which

was created with the help of Heritage Canada historians, was the only one in the country
of its kind The museum was free for visitoend exhibited over 140 soaps and
shampoos™™"

In 2004,0Olivier continued to inzase in size when ACOA provided fundingetmablea

$1.2 million (CAD) expansion at Olivier, which included new production lines,
warehousing, and officeBetween2004and 2006, Olivier openet¥ new storeshinein

Quebec, (Repentigny,Saguenay, SBauweur, StLambert, Bromont, GranhyMagog,

Amqui, and Chelseagndfive in New Brunswick(StJohn, Bathurst, Caraquet, Moncton

and Edmudston). Olivier expanded further by opening a corporate store.id $tc p b 6 s
Ontario anch partnerboutique inRye,New York in 2008, Pelletieralsobegan trying

to purchase thBundy Gatewaylevelopment property in RivervieMew Brunswick for

$1.5 million(CAD) in 2007 By 2009, Ol i vi e e Rigerviavesite wassu i | d i
under construction with a tentative graogening set for early February 2010. This

location provided experiential tourisnpeople could v i s i t and observe
operationgseeExhibit 3f or a map of O 2009 tleersegasonal Magog t i o n

location was closeldecause it was unproftite.

THE BUSINESS OF SKINCARE

Ol i v ioegma sbusiness model was centered upon local responsiveness and
concentrated activities. Market research, production, and retailing were concentrated in

the SteAnne-de-Kent location. Moreover, at the heafto Ol i vi er 6s success

its commitment to traditional soap making (education and production), connection with
community and generating passion about skincare and total wellnedsx(sbe 4 for
pictures of SteAnne-de-Kent location)®

The Art ofTraditional Soapmaking

Olivier was not just a retailer, but also a supplier, distributor, and manufacturer. Olivier
valued the quality of its product s. Ol i v
processnade them uniqueAs demand increased foxrl i vi er 6 s product s,
more and more difficult for the organization to maintain its relatively low labour costs for

> The Fundy Gateway was a destination that encouraged tourism and promoted
businesses in Riverview, local artisans and craftspeople.

®*The parent companyo6s name was Les Atelier
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such a labour intensive proceSamuel Saintonge, Director of Business Development,
noted:
There are not a lot of companiésit stick to handmade, cold process, micro
batch products because it is not feasible. Because our environment in New
Brunswick permits us to have human resources at a fairly low cost, wetdre
very competitive in thabracket.

Olivier manufacturedts soaps using traditional methods dating back to the eafly 19
century. To make the soaps, Olivier needed a fat base and an alkali. Olivier used natural
elements of fat such as olive ahcoa butter, beeswax and virgin coconut oil Ol i vi er §
soap makrs melted the natural elements of fat until it reached the required temperature to
create the fat base. They then added an alkali base to transform the fat and this heated the
mixture. The employees added essential oils in the soap mixture to creagascent
therapeutic propertiesWithout the oils the soap would be truly unscented. They
proceeded to stir the mixture until it was thick enowagid it would not separate. The

soap makers placed the mixture in moulds of different shapes and sizes. Thi&se mou
were put onto saponification racks for 2 8

active for a month. After a month iités so
much time totransform and harderSome soap, such as tgeat milk soap fronthe
Femme | ine, took up to two and a half mont

built with nontreated wood paneling, floors and ceilings in order to control the humidity
inside. Without this, the soaps would have taken even longer to ncamafaSome
shampoos took moré¢han three months to produfeln 2009, Olivier planned to
automate the bottling portion of their production process to accelerate the process and
allow production to expand further.

Al of Olivierods peooldelial imported &romaly ara Greecd r o m
This differed fom the majority ofsoapson the market, whictwere produced with
recycled oils from cooking. Major skin care brands also used chemicals, acids, and
phosphates, while Olivier avoided these ingreti&" Pelletier travelled to obtain
organic ingredients fothe products. He retrieved cacao from South America, lavender
from southern France and Quebec, sea salt fevael and virgin coconut oil from the
Phillippines

Gagné believed that the cavéOlivier wasitsecee f f i ci ency. Gagn® sai
and using the best simple products and paramedical products to help people without
causing any side effectsodo was extremely i
explained that Olivier usethe best raw materials as-96% of the contents of their

products were organic. He stated, AOl i1 vier

accelerate the transformation of our skin
lost 227% of the poperties of raw materials, but in comparison to the rest of the industry,
this was very little. Olivier used small amounts of synthetic aromas, which eqlested
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then 0.1%of the product The Environmental Working Grofigreated a cosmetic and
personal are safety database called Skin Deep that contained information and safety
assessments for thousands of companies, products, brands, and ingredients. Olivier was
listed on the database aml of itspr oduct s were assessed. Al
rankedfrom zero to two on the score key, which meant low h&?atd

Olivier was developing a new niche by helping spas thahted to become
environmentally friendly, or green. Gagné was working in her lab to create new products

for those spas. Gagné envisidn@livier as a leader in green skin care producthree
tofveyear s. Al see us being a | eader of awar
their cosmetics and what it does to them

planned to cotinue improving the quality ots pr oduct s . He said, i We

become greener, more organic, and purer. We wantdon®eand maintain the highest

grade. 0o Olivier was working towards reduci

essential oils inheir products.
Handmade Creations

Olivierdos products were manufactured by h
The first product Gagné manufactured was a soap called Olivier Nature at Christmas time

in 1996. Gagné distributed this soap to eas boutiques that housed small displays of

the product. This soap sold well and earned enough profits that Gagné was able to create
a second soap called Soui97 @agnd ball @aastcdbnge 1 n
interest in fine arts so she asked a friemdllustrate the top of the box. This soap was
released during tourist season and was a very popular gift. From these two soaps, Gagné
had a strong enougiroof of concepto ask for funding to build the soapenythe fall of

1997.

Gagné then decided tisk a diffeent local artist to illustrate the box for a new sespry

year at tourist season. This was known as the SoapArt Collection at Olivier. Gagné would
approach an artist with a theme for the soap, the artist would create it, and Olivier would
buy the piece of art and the rights to reproduce it. Olivier agreed on prices with the artists
based on how much they would charge for the actual painting; it wastamenpayment.

The SoapArt contained a leaflet describing the artwork and the artista gkt
presented the soap to the public. One of the most popular soaps of the SoapArt collection
was the Savons du Payeld scrubbing soap)Thi s soap was simil a
grandmot heros recipe for | ye sodpsbmeodd act
red wine, and grease.

* The Environmental Working Group was a 4fiot-profit organization that aimed to
protect individuals from harmful toxins and worked to change government policies
concerning the environment.

®> The Skin Deep cosmetic safety reviews for products were st@sed on a hazard
rating. A low hazard rating did not mean the ingredients in the products were completely

safe, but instead that there was low concern.
WALLACE McCAIN
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Olivier manufactured approximately 80 different products and 160 varieties of those
produds. Products were sold at the f&ail outlets, online and through catalogues and

were all tested by dermatologists. Prices wetatively high with the most inexpensive

soaps sellingor $6 (CAD)a pi ece. Ol ivierod6s categories (
Hair Care, Derm&reams, Bath, TheraOils, Invigorators, Medicinals, Relaxants,
Stimulants, MyBaby, For Men, and the Soapdescribed aboV¥.

The Curative section was one of the most popular at Olivier. A best seller in that division

was a soaphathealedthe symptoms of out of 10 clients that had psoriasis, eczema, or

dry skin. Peascentedsoap and skin care produegtsre best sellingOlivier products. One

of the most popular creams was called Mon Bébé, or My Baby. Employees at Olivier
described it as a fAmi r a cahdepropolisand nelped witht con
burns, rashes, mosquito bites and other irritati@isier also had products for arthritis

and rheumatism, cellulite, arahtiagingproducts Ol i vi er created Fem
line for its stores in New York. These products were slightly more expensive than others
because it took more time to createnthe Fe mme was descri bed as
and contained soap, shampoo, makeup remover, creams and lotions, facial masks,
deodorant, and other skincare prodtitts

As head of research and development, Gagné believed that one of the biggest shallenge
with Olivierds products was -prddecedlpioductst ed s
AAS anything thatods handmade without any
automatically an unstable product Wioth a
manage how many products to put on the she
have a fAbest beforedo date because the pro
light. Olivier staff told customers to use their products within a yeauothase. Beyond

a year, products were not harmful, but possibly less effefiven | i ke Ol i vi er @
products, their soaps actually improved with age and limited shelf life was not an issue.

Olivier had a point of sale system to facilitate forecastalgs for upcoming seasons.

Olivier used the projected numbers to create the production schedule and to analyze how
many products were sold to each franchise. Gagné also stated that educating consumers
about the products was a critical and tommsumingp oc e s s . AMost peopl
educated on the ingredients, so the produ
something, we have to explain at large and at length why that customer should buy that
product. If we were to put a dollar sign on thermgy that we use to sell a soap, it would

cost more to sell than the profit we make

Il n 2009, Ol'i vi er 6 s q@gamcdSaictange explained that Olivier c e r t |i

was expecting to obtain thgnited States Department of Agritule USDA) 100%
Organic Seal in the future, but it would be very expensive for the organiziatigation
against seven organizations and two certification companies surrounding organic
certification were creating instability in the certification praceslivier was not involved

in these lawsuits, buplamed to wait until theywere resolved and one official
certification agency prevailed, so that there would be minimal risk of losing credibility
once certified.
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Connecting With Consumers

Olivier emplojed avarietyomar ket i ng tool s to increase the
a large customer base. Olivier had an interactive website (www.oliviersoaps.com) where

customers could shop and learn about the company at the same time. Olivier presented
first time shoppers a series of steps to follow, provided a security guarantee, and offered

free shipping within Canada for orders over $6@\D). Olivierds website
information about the Olivier expeteg,ence, | O
and soap making procé¥¥. The website had several customization techniques for
consumer s, including customized gifts and

productd™. (seeExhibit 5 for an example of an Olivier newspaper advertisement).

Olivier had a Soap Club Membership Program that offered monthly specials, free gift
wrapping and shipping, and notifications about new products, promotions, sales and store
events. The Soap Club also offered a birthday special. If a member placed an order
during he month of her birthday, she would get a gift from Olivier and 25% off any
product. The Soap Club Membership was free for students and cogIC32Y) for

adults. Adults could also become members free of charge with 4C$8D) purchask

Olivier designeda weeklycustomernewsletterthat highlighted currenOlivier events
supplied i nf or neaprojectmndiscussed@Ww ingrediers addsprovided
advice on what ingredients to avoid. It atseommended monthly websiteand detailed

Olivier promotiond

One of Ol'ivierbds best ma r k &he Olivigr expdrieneet e gi e|s
allowed many customers to hear about Olivier through friends or family who had
shopped thereandhapp osi ti ve reception. Onaceddri vi er|0s
people to share their experience with Olivier and provide testimonials. There was also a
section that encouraged customers to become ambassadors of Olivier and spread the
word" . In Octoberof 2009, Olivier planned to launch WebTV, which was a weekleo

blog on the internet. This would connect the organization to consumers further, especially
younger generations.

Building Partnerships

Partnerships were another important element of doing business at @ilwéer had a
strategic partnershipithh a company in the Philippineshich supplied Olivier with the

raw material virgin coconut oil. Olivier used this in its products and sold it by the jar.
Olivier bought all of their virgin coconut oil from ith company in thePhilippines.
Olivier connectd with this companyin 2007 when the Canadian International
Development Agency (CIDA) suggeste8l Dlivier received the virgin coconut oil at its
location in SteAnne-de-Kent and dispatched it to the other stores. Olivier purchased a
20% interest in tlsi company to guarantee isgoing supply’ In the future, Saintonge

® CIDA was a federal organization that united businesses in developing countries with

businesses in Cada.
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expected Olivier to enter the grocery market with virgaconut oil and help its partner
enter the North American market. Partnering with suppliers of raw material was an
increasinglyippor t ant part of Olivierds strategy.

Olivier believed in helping its community in as many ways as possible. Gagné described
it as fAjust being a good neighbour, even
school related activities, cancer researclfestivals,Olivier gave donations within their
community. Furthermore, any member of the community could go to Gagné and tell her
what type of problem they had relating to skincare. If Olivier did not have a remedy on
their shelves, Gagné would conduesearch on it and try to cure it. Olivier was also a

strong pronoter of economic awarenesswias acof ounder of the Far me

Bouctouche andof the EceVi s i on Certification Progr am.
environment al s t af activties dQdivier contributed byweasmg apey

for packaging and offering a no packaging option in order to decrease"vBstgness
growth facilitated the ownersoé6 ability to

THE OLIVIER FAMILY

Olivier was afamily business in every aspect. Pelletier and Gagné were married-and co

owners of the organizatiorP el | et i er 6s br ot her, aedcert i f
Ol i vi er Oand hpsfather assistesl with production and maintenance. Pelletier and
Gaga®ids weralsot est ers of Olivierds products afi

Ol i Vi eP®l |l etierdos best friend worked for h
lines. Other employees were considered members of the family as well. Saintonge
epl ained that at Olivier, Ayou are part of
related. o

Pell etier believed that Olivierds approach
employees. At Olivier, management and staff convened dailsamm thuddles to address
chall enges and debrief the dayds wor k. W
family, they could stay at home without fear of discipline or consequersces
empl oyees were offered Afamil yantampleyees t o i

could take a leave of absence, or could work from home if they wanted to. Mothers were
allowed to bring their children to Olivier during the workday and were able to work from
home. When Pelletier and Gagné started a family, they decideGdgag would work

shorter dayso carefort hei r chi |l dr en. Even now, Gagn®
school schedule so that she could be home when their children arrived from school.

Olivier employed approximately 32 to 40 people year round at adduarters in Ste
Annede-Kent. There were approximately 100 employees throughout the Olivier network
and an additional 100 employees through Ol
involved a six month probationary perititht determined whethehné individual fitwith

the culture of the companwfter this period, employees received full benefits, which
included coverage of 80% of medication, and extended health covered at 100% for $500
(CAD) per person. Furthermore, employees only paid a pegergatheir salary for

long-term disability; this added approximately the equivalent of G&D) an hour to
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their salary. Olivier offered three extra holidays in addition to the seven official holidays,
had social activities, and held parties every quaResduction and retail staff at Olivier
were paid more than minimum wag&dministrative staffs wages werenearly three
times as muclas production staffwhich led to high overhead costs in the organization.
There was no formal performance evaluatio@ktier, but managers were working with
consultants to develop a performance evaluation program. Olivier had more trouble
evaluating administrative staff performance than production staff performance.

Olivier had very low turnover compared to retail isthy standards. In March of 2009,
however,Olivier performed an organizationalide streamlining process, which resulted

in layoffs across the organization. Approximately 30% of the employees were let go, and
although this affected staffiorale productionevels diminisikedonly slightly.

MANAGING WITH PASSION AND PAIN

Olivier valued the wetbeing of its people, the environment, and communities. Pelletier
described it as NAthe art of taking <care

entertainmen. 0 Ol i vi er 6s owners and managers dea
accommodatingeachoher 6 s needs. Pelletier explained:

At the same time though, it is very much &&n performance. Health, well

being andhappiness are not based solely aitigg everything you want, you

have to work for it. We believe strongly that the harder you work, the happier
you ar e goi ngmateowhatgou do, theredsadastor 6fthappiness

that cannot come if you are netor ki n g, i f suffesing. Pdiois &t f e
necessary part of your existence.

Olivierbés owners offered their empl oyees
people how to speak in public, howitderact,and how to read othens a retail setting.

Pelletier applied his dckground in psychology to the business. Saintonge stated that
every manager at Olivier wavery differentHi s mot i vati on st emmed
of the owners and the other directors who work760hours a week. We hope that
eventually we willbeinRai s and peopl e wil!/ know who Ol

According to Pelletier, OIiviiestbaswernatl ues
based on profits at al |l cost s. They hurt
worked to balance its drive for pfib and core values. Pelletier defined success as the

A z g me i nOlivien attained profits whe maintainingtheir core values

Pelletier reported h a t management was Olivierbs bigg
to sustain the performance levele r equi red from manager s.
right people that have the same drive within their own expertise that | have and that my
wi fe haso he s tedtha th.termB eflmaregement tieabrghing is v
learned and everything mebe learned as long as there whatfif i r e firé@ heT h e
referred to was a burning passion sian succ
wi t h a [gherQlives management team disagreed quite ofiad Gagné
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disclosed that sometimes it svghaotic S he st ated, AEverybody
their position as i f Gagnébelieved th&t ¢his was @great ¢ o mp
guality of Ol i vi e GaysandReleteg afimednat cooflictl wasu r e
necessary because it me#mat everyone was communicatirg.2009, Pelletier believed

the problems with management were subsidnmeghad six keylayers in placeincluding

himself and his wifewhom he believed wouldontinue to excelRejean LeBlanc,

Director of Accounting M# Bourgeois, Director of Business Development Samuel
Saintonge, and Program/Event Coordinator Madiane Michaud. Pelletier was in search of
strategic human capitafi peopl e t hat bring money to the
with experience in the indugtrcontacts, distribution channels,adegree of celebrity

THE PAIN AND RISKS OF GROWTH

Olivier had expandeffom one store in Sté\nne-de-Kent, New Brunswicko 15 retalil
outletsand a partnershi;m 2009. The centre of operations in SMne-de-Kent also

housed production facilities and the economusem. A second economuseum was opened
in Saguenayac-StJean, in 2005. Corporatelgwned outletswere located inNew
Brunswick inthree locations§te Anne-de-Kent, Moncton, Saint Johnin Ontario inSt.
Jacobsand inQuebec at th&aguenayac-StJeanlocation Franchises were operating

in SaintSauveur, Repentigny, Saibambert, Granby,Chelsea Bromont, Amaqui,

Bathurst, Caraquet arftmurdstor”. (SeeExhibit3f or a map of Ol i vi er

Pier e Pell etier described Olivierods stratecf¢
compromises or decisions based on penfect model. After opening 1&ores, we know
what the perfect model is. It is 100,000+ population base, in a preferably higéntouri

l ocation. o Olivier was | ooki ngism ®elletiex c o mbi

used Montreal as a prime example. This areastiaohg local support andas a tourist
destination The headquarters in SénedeKent, Pelletier admitted, was not aaed
location for Olivier. Itwasa very small town and lackete tourist supporthat Olivier
needed.

Growth had occurred primarily on the retail side of the business. Research and
development activities were concentrated at theA8te=de-Kent sie and procurement

of raw materials and production activities were spread across a limited number of sites.
This allowed tighter control over operations and ensured that the Olivier commitment to
guality in the traditional soap making process was maintaifessently, ppducts were
produced athe Ste Anne-de-Kentlocation with theSaguenayLac-St-Jean, Chelsea, and

St. Jacols locationsproducing in limited quantitieSThe SteAnne-de-Kent site was still
responsible for the majority of production, warehngsand distributionPelletier had
aspirations thag¢ach storevould beable to producen its own but some stores were not
profitabde enough to do sd?elletier noted that son@livier stores were more profitable

than others and believed this resultedof m t h e st ovelef pasgoa@paatosr s 6 |
who were more aggressive, that is, macéive n many aspects of the communityere

more profitable.
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Challenges with Franchising

Growth in the number of retail stores had primarily been the resukquests from
individuals interestedin opening a franchise, rather than Oliviseeking potential
owners Franchisees were required to pay $30,008D) cash for startip and to abide
to the 49 page long Olivier franchise contrétential franciseeswere evaluated based
on their personality, business sense, and financial situdtidinidualsfirst had topassa
screening process so that the management ¢eaid determinef the interested owner
had the aptitude and right attitude to operatefrarc hi s e . Theaesingser s on(
background was then considered, as wadimesmdal situation. Aptitude and personality
tests were sometimes administered. The five senior mesaghich included the
owners, the @ntroller, the Director of Operations, and Dector of Business
Development would then evaluate the individualf the five senior managers
unanimously approved the individual, then s/he would receive the franchise

According to Saintongethe most significant change Olivier had implementeas
eliminating the secrecy dheir business model. Until 200®@livier had no intentions of
franchising. There were many demands for franchising, so without conducting any
research, Olivier franchised their retail system. This proved to be a mistake as Olivier
learned that most of the eight franchise stores were not profitab&e.organization
learned the hard way thabresumers of Olivier products made purchases because of the
educatiorand experience of Olivienotjust for the productdn 2008, the owneragreed

to share some of their secrets and franchiseetkact model of the S#nne-de-Kent

store Figuring out a way to do that cost effectively, while maintaining the Olivier way
was difficult.

Moving Forward

In 2008, Saintonge began to explore new waysuccessfullyreplicate the business
model. Thecorpomate store in Stlacols was opened with the financial support of two
investors. Saintongelecided the risk was much lower than opening the store, for
example, in downtown Toront@&aintonge believethat this location was essealtito

Olivier, because Stlacols was already helping to attract the Olivier brand to the laity.

2009, many of the franchiseontracts were nearing completiaand Olivier was
contemplating buying back franchises. Access apital would play a role in this
decision The administration planned to implemechanges to explore the potential for
profitability through thesenew methods. If it proved profitable, in the future Olivier
would create franchises by reproducing the -SteedeKent model. Saintonge
emphasi zed that fAWe are not only a master
you are a manufacturer you are not dealing with the same issues that you are if you are
just a master franchisoro

Olivier also had partnships that involved supplying the partners with private label
products. Olivier strived to generabé& million (CAD) of revenue annually from private
labels. Olivier began private label operations in June of 2008 as a growth strategy. Olivier
developed akin care line called Roots Skin and presented it to Roots Canada. Within
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two months, Olivier and Roots had reached a deal and Roots Skin was in 32 stores (see

Exhibit 6 for the email sent to Don Green,doounder of Roots) . Sai

wholerew bal | game because itds not the Ol
manufacturer is it permits you to stabil
had private labels with a spa development in Manhattan, New York called O2;sthe fi

Vi
i

Agreeno spa in Montreal call ed Nubia Spa;

Ol'i vier 6s gr owmtluded pdguaringsvo mane najor prvate labelThe
slowdown in the economy pushed Oliviermove more towards private labels andatee
fewer franchises.

The Essence of Olivier

In 2009, Olivier had expandeilom a small to medium sized business, with annual

revenues ranging from $3 million t& $nillion (CAD). Pell etier explaine

natural, we are truly sustainable, wea tr uly green. To be the
without money,; you <canbot do it without
obstacles as a business. The company had difficulties with their franchising system and
building a sustainable managemezam.

The owners of Olivier were ambitiousnce one goal was almost achieved, a new one
emerged. For example, Olivier had targeted New York for a retail store and upon
achieving that in 2008, the management team decided that more was possible. The new
goalsincluded havingwo or three stores in New York, estabirghprivate labels in the

United States and tiryg to find an American spokesperson. Olivier had plans for beyond

e

2010 but Saintonge noted that Amakimgsaopl

Gagné stated that Olivier was very opportunistic:

We are always growing, so from day one we were a company that was
growing very very fast. There have always been growing pains. Because we go
so fast it means thatthere is chaos here. Thaseno system established to make
things easier, we have notimeor t hat . l'toés | i ke sl owi
yourself versus taking the opportuntty make money. So we are reinventing the
wheel all the time and it is painful. We hawpportunties coming at us left and
right and [taking them] often leads to bad decisions.

Gagné, however, was confident that bad decisions were opportunities for learning and
strengthened the management team. Risk taking and conflict had always been a part of
growth at Olivier.Developing and building the Olivier brand was important, but so was
promoting wellbeing and educating the public about the benefits of organic products
The brandeducation communityconnection opportunities for learningaccess to cajail

and profitability all had to be considered Belletier, Gagné and the rest of the
management team determined the right formula to replicate the Olivier business model
for the next three years.
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EXHIBIT 1. REGULATION IN THE PERSONAL CARE IND USTRY

1 Personal care products contained over 10,500 chemicals many of which were potentially
hazardous.

1 In 2009, Europe had banned over 1100 chemicals and ingredients in personal care products,
Canada had banned 500 and United States had only barified 10

International
Regulations for the personal care industry differed in various regions, which affected the ability to trade on
a global scale.
1 There were four primary regions for cosmetics regulations: Canada, United States, Japan, and the
European UnionThe European Union was viewed by other markets as a leader in legislation. The
Middle East, Asia and Eastern Europe, developing markets in the personal care industry, were
starting to emulate uropean Unionds regul ati ¢ns
§  The European Union cosmeticalirstry was valued at $40 billion EUR in 2668 It had more
regulations and banned a significantly larger number of ingredients in cosmetics than North
America did; these ingredients were suspected to cause birth defects, reproductive problems and
cancer.
1 The European Union also created a chemical regulation policy called REACH, which outlined
chemicals in personal care and their safety.

Canada
In Canada, the federal body that regulated the personal care industry was Health Canada.

i Health Canadadefnd cosmeti cs as fAany substance or mi Xt
or represented for use in cleansing, improving or altering the complexion, skin, hair or teeth and
includes deodor™ants and perfumes. 0

1 All cosmetics in Canada had to comply witletguidelines of the Food and Drugs Act, (FDA)
which contained the Cosmetic Regulations.

1 Health Canada created the Cosmetic Ingredient Hotlist, which featured ingredients that were
barred or limited in cosmeti¢&. If a cosmetic contained substances thatenon the hotlist, the
company was required to eliminate the substance, reduce the substance, provide proof of its safety,
market the product as audy, or stop selling the product

1 In 2006, Health Canada implemented a new labelling regulation. Athetis companies had to
list the ingredients on the labgtowever,the organizations were not required to describe the
safety information about the produtts

United States
In the United States, the personal care industry wasegliated by the Persor@hre Products Council
(PCPC).

1 In 1976, the PCPC implemented a review gauging the safety of ingredients in personal care
products. It was called the Cosmetic Ingredient Review (#1R)

T The term fiorganico caused muc hwordwideflnutseiUaited i n t p
States, the United States Department of Agriculture (USDA) was responsible for governing the
use of MAorganico.

1 Research conducted by the Organic Trade Association projected that personal care products with
organic claims resulteith a 19% incease in sales from 2007 to 2009

T I'n July 2009, Dr. Bronnerds Magic Soaps, a sojrq
agai nst seven corporations and two certifierg
these organizationsad made organic claims that did not comply with National Organic Program
Standard¥'.

 The USDA was the only government approved certification for personal care products in the
United States. The USDA certification required that all companies involvedomuging the
product were certified organic all.*"
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EXHIBIT 2.

HISTORY OF EVENTS AT LA SAVONNERIE OLIVIER SOAPERY

Olivier
received the
Atlantic
- Canada Crafts
Ga%“e Awards for
received Excellence
Woman ( ACC AE)
Entrepreneur award for
of the Year Excellence in Pa.rmered Bought a
- from the Product Opened a with the 20%
Founding of Kent Desion second Défi interest in Planned to
La Economic & Economuseum Quebec a coconut apen 4 more
Savo_mene Commission at Saguenay- Monde field in the corporately
Olivier Lac-St-Jean organization Philippines owned stores
Soapery 500% increase in or franchises
customers
‘I 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 ‘
Creation of the ﬁ G
Obtained Olivier Ol1v161;lvsélas Pargil_pated Purchased P}}:?; ?:itoo
awarde . in Artisans urchase
funding Economuseum Small Rff;z a\;led Day in Fundy more
from Business of f AC%) A Moncton Gateway private
ACOA for the Year rom NB Development labels
production to create Property in
of building $1 2 million Riverview NB
wing for
inventory &
offices




EXHI BI'T 3. OLIVIERG6S LOCATI ONS

SourceTele Atlas2009



Pagel|20

EXHIBIT 4 . OLIVIER SOAPERY PHOTOGRAPHS

4a. Main Shopping Area at Sfene-de-Kent, New Brunswick

4 ¢ . Olivierds Economuseum
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EXHIBIT 5 . OLIVIER NEWSPAPERADVERTISEMENT

Source: Times & Transcript Newspap€anadaEast Interactive, Brunswick News Inc
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