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The primary objective of the study was to investigate the detailed procedures 

undertaken by company X during different stages of importing South Korean 

cosmetics products from Q-Depot company to Finland. The research also provided 

in-depth insights into the Finnish cosmetics market through the PESTEL analysis 

and evaluated the feasibility of the market potential through the attitudes of local 

customers.  

 

The theoretical framework of reference included the Import Cycle by Thomchick 

et al. (2004) which gave the audience a general understanding of different activities 

within a standard importing process. The study was conducted using qualitative 

research method by an interview with Finnish Customs and quantitative method 

through an online questionnaire to uncover and qualify the attitudes of Finnish 

customers towards Korean cosmetics products. The secondary and primary sources 

of the literature review are extracted from academic research studies, reliable 

scholarly articles, government reports, and statistical bases.  

 

In conclusion, the research highlighted the step-by-step importing procedures, 

which included the selection of supplier and products, wholesale purchasing order, 

the selection of incoterm, method of payment, transporation method, drafting the 

contract, preparing the necessary trade documents, and guidelines to complete 

customs declaration using E-Services by Finnish Customs.  

 
 
 
 

Keywords1  Importing procedures, South Korea, cosmetics, market 

research, Finnish market.

 

 



   

LIST OF ABBREVIATIONS ..................................................................................6 

1 INTRODUCTION .............................................................................................9 

1.1 The purpose of the research .....................................................................10 

1.2 Research questions ...................................................................................10 

1.3 Methodology ............................................................................................10 

1.4 Thesis layout ............................................................................................11 

2 THEORETICAL FRAMEWORK OF REFERENCE.....................................13 

2.1 Import Cycle ............................................................................................13 

2.1.1 Pre-Transaction activities .............................................................13 

2.1.2 Transaction activities ...................................................................14 

2.1.3 Post-transaction activities ............................................................17 

3 METHODOLOGY ..........................................................................................18 

3.1 Research methods ....................................................................................18 

3.2 Sampling framework and methods ..........................................................19 

3.3 Limitations ...............................................................................................20 

3.4 Reliability and validity .............................................................................20 

4 EMPIRICAL STUDY: COMPANY X ...........................................................22 

4.1 IN PRIOR TO IMPORT ..........................................................................22 

4.1.1 Product selection: Korean cosmetics products .............................23 

4.1.2 Supplier selection: Q-Depot .........................................................27 

4.1.3 Market assessment - PESTEL analysis ........................................29 

4.1.3.1 Political factors ........................................................................ 30 

4.1.3.2 Economic factors ..................................................................... 32 

4.1.3.3 Socio-cultural factors ............................................................... 34 

4.1.3.4 Technological factors ............................................................... 37 

4.1.3.5 Environmental factors .............................................................. 39 

4.1.3.6 Legal factors ............................................................................ 40 

4.1.4 The feasibility of Korean cosmetics products in Finland and the 

analysis of Finnish cosmetics customers’ attitudes towards the products

 41 

4.2 IMPORT TRANSACTION .....................................................................44 



  

4.2.1 Wholesale purchasing ..................................................................44 

4.2.2 Communicating and agreeing on tasks between parties ..............47 

4.2.3 International Sales Contract .........................................................52 

4.2.4 Deposit to Q-Depot ......................................................................53 

4.2.5 Receiving the commercial documents and submitting a customs 

declaration ................................................................................................53 

4.2.6 Paying import taxes (Customs duty & VAT) ...............................55 

4.3 POST IMPORT TRANSACTION ..........................................................58 

5 CONCLUSION ...............................................................................................60 

6 REFERENCE ..................................................................................................62 

 

 

FIGURES 

Figure 1. Import Cycle by Thomchick et al. (2004) .............................................. 13 

Figure 2 Most traded products between EU and South Korea. (Source: Eurostat, 

2020) ..................................................................................................................... 24 

Figure 3. COSRX AHA/BHA Clarifying Treatment Toner 150ml. Price: 12$. 

(Picture source: Q-Depot.com, 2021) ................................................................... 25 

Figure 4. Commodity code for make-up preparations. (Source: Finnish 

Customs/FINTARIC). ............................................................................................ 26 

Figure 5. Corruption Perceptions Index of Finland. (Source: Transparency 

International, 2021) .............................................................................................. 31 

Figure 6. Finland Consumer Confidence. (Source: Statistics Finland, 2021). ..... 33 

Figure 7. Total revenue in Beauty and Personal Care market (Finland). (Source: 

Statista 2021) ........................................................................................................ 35 

Figure 8. Historic Growth Rates for the European Market for Natural Cosmetics in 

€ billion. (Source: Cosmetics Europe) .................................................................. 36 

Figure 9. Performance of EU Member States' innovation systems. (Source: EIS, 

2020) ..................................................................................................................... 38 

Figure 10. The import transaction for company X. ............................................... 44 

Figure 11. Instructions for creating a new declaration via the Customs Clearance 

Service. (Source: Tulli.fi, 2021). ........................................................................... 55 



   

Figure 12. Finnish Customs’ calculation for VAT and Customs duty to be paid. 

(Source: Tulli.fi, 2021). ......................................................................................... 57 

Figure 13. Payment to be made by company X during customs clearance process.

 ............................................................................................................................... 58 

TABLES 

Table 1. Customs duty and VAT rate for cosmetic products imported from South 

Korea. (Source: Finnish Customs, 2021). ............................................................. 26 

Table 2. Wholesale Supply Rate Offers. (Source: Q-Depot). ............................... 28 

Table 5. Sample wholesale order sheet. ................................................................ 45 

Table 6. Labelling requirements for imported cosmetics under Article 19 of EC No 

1223/2009. (Source: CTPA 2021). ........................................................................ 48 

 

APPENDIX 1 ........................................................................................................ 75 

APPENDIX 2 ........................................................................................................ 76 

APPENDIX 3. Questions and answers from the online survey ............................ 77 

APPENDIX 4. Interview questions with Finnish Customs authorities (1) ........... 82 

APPENDIX 5. Interview questions with Finnish Customs authorities (2) ........... 83 

 

 

 

 

 

 



  

LIST OF ABBREVIATIONS 

AI: Artificial Intelligence. 

AWB: Airway Bill. 

BOL: Bill of Lading.  

CAGR: Compound Annual Growth Rate. 

CAS: Chemical Abstracts Service.  

CCAC: Climate & Clean Air Coalition. 

CI: Color Index. 

CO: Certificate of Origin. 

CPI: Corruption Perceptions Index. 

CPNP: Cosmetic Product Notification Portal. 

CSR: Corporate Social Responsibility. 

CTPA: The Cosmetic Toiletry and Perfumery Association. 

EINECS: European Inventory of Existing Commercial Chemical Substances. 

EPI: Environmental Performance Index. 

EU: European Union. 

FTA: Free Trade Agreement. 

G7: Group of Seven countries – Canada, France, Italy, Japan, Germany, the United 

Kingdom and the United States of America. 

GDP: Gross Domestic Product. 

GMP: Good Manufacturing Practice.  



   

GNP: Gross National Product. 

HR: Human Resource. 

ICT: Information and Communications Technology. 

INCI: International Nomenclature of Cosmetic Ingredients. 

ISO: International Standard Organization. 

IUPAC: International Union of Pure and Applied Chemistry. 

NTB: non-tariff barriers. 

OECD: The Organization for Economic Co-operation and Development – an 

economic organization with 38 member countries.  

PCP: Personal Care Product. 

PCPC: Personal Care Products Council. 

PPP: Purchasing Power Parity.  

R&D: research and development. 

RP: Responsible Person.  

SAD: Single Administrative Document. 

SLCPs: Short-lived climate pollutants. 

SMEs: small-and-medium enterprises. 

TUKES: Finnish Safety and Chemical Agency. 

Tulli: Finnish Customs.  

VAT: Valued Added Tax. 

WHO: World Health Organization. 



  

YoY:Year-on-year. 

Q2: second quarter. 



   

1 INTRODUCTION 

The cosmetics industry has witnessed an astonishingly rapid growth in recent 

periods due to the increasing popularity of social media channels such as Instagram 

or YouTube (M.Ridder, 2020). The main categories of this “sought-after” industry 

include skincare – estimated to be $189.3 billion by 2025 (Statistics, 2021), 

makeup, haircare, fragrances, toiletries, and deodorants. In fact, a recent report from 

Allied Market Research (2019) indicates that the global cosmetic industry was 

valued at $380.2 billion in 2019 and is estimated to reach $463.5 billion by 2027, 

with a CAGR of 5.3% from 2021 to 2027. In Finland, the cosmetics segment 

generates an amount of €191.9 in revenue in 2021, growing at an annual rate of 

3.41% (Statistics, 2021).  

The South Korean cosmetics industry, a market share projected to value at $21.8 

billion by 2026, has become the fourth-largest export nation for global cosmetics 

and has been thriving in spreading its reputation and innovation globally, especially 

in Europe; Korean beauty products have emerged as a growing trend among Finnish 

young generations due to the flourishing Korean wave, subsequently driving the 

acceleration of recognizing the benefits and uniqueness of K-beauty products for 

vast expansion opportunities. In fact, K-beauty products with an emphasis on 

wellness and health are renowned for innovative formulas, natural ingredients with 

a major focus on skincare while simultaneously ensuring affordable prices. 

Company X, a newly established Finnish limited liability company, is located in 

Helsinki, Finland and specializes in distributing Korean cosmetics products to local 

consumers. The process of importing products from outside EU to the territory of 

EU for reselling purposes is perceived as more time-consuming and complicated 

than the standard process of trading between EU countries. Hence, it is essential for 

company X to acknowledge necessary importing regulations and procedures to 

ensure the highest level of compliance with the customs procedural requirements 

for a successful importation. A deliberate analysis of Finnish market in advance 

plays a pivotal role in identifying external favourable and unfavourable factors 

affecting the future prosperity and profitability of company X. Furthermore, 



  

acknowledging in advance the attitudes of Finnish cosmetics customers towards the 

primary imported products to assess the feasibility for these products is also 

considered indispensable to the success of a cosmetics business in Finland.  

1.1 The purpose of the research 

The main purpose of this research aims to acknowledge readers with a full detailed 

overview of necessary initiatives and procedures undertaken by the case company, 

company X, during different stages of the importing process from a non-EU country 

– South Korea to Finland. Furthermore, a detailed explanation for choosing Korean 

beauty products as the product for importation and for determining Q-Depot, a 

prominent South-Korea-based distributor specialized in wholesaling Korean 

cosmetics products from various brands, as the supplier, and the potential of the 

imported products in the Finnish Cosmetics industry will also be assessed and 

explored.  

1.2 Research questions 

The study aims to provide answers to the following questions: 

1. What kind of information, requirements and regulations should a business 

acknowledge and prepare prior to an import process with a non-EU country? 

2. Through the market assessment, what is the feasibility for Korean cosmetics 

products in Finland? 

3. What are the procedures for importing cosmetics products from South 

Korea to Finland? 

1.3 Methodology 

A combination of primary and secondary data is used during the implementation of 

this thesis. The secondary data is mainly conducted and gathered from primary and 

secondary sources of literature review, which include academic research studies, 

scholarly articles, statistical records, and government reports. A literature review 

plays such a crucial role since it assesses the research area and provides an overview 

of the particular topic, the content for the aim of the thesis, the research questions, 



   

and the framework of reference (Snyder H., 2019). Meanwhile, the primary data 

comes from the interview with Finnish Customs (Tulli) about the importing and 

customs clearance procedures and the data analysis of Finnish customers’ attitudes 

towards Korean Cosmetics products using an online survey, which is utilized to 

assess the market potential in prior to importing and evaluating the chance of 

success for company X after importation.  

1.4 Thesis layout 

The thesis consists of five primary sections, which are the Introduction, Theoretical 

Framework of Reference, Empirical Study, and Conclusion. 

The Introduction section summarizes the background of the research idea, the 

purpose of the research, the research primary questions, and a description of the 

methodology used.  

The Theoretical Framework of Reference introduces readers to the Import Cycle by 

Thomchick et al. (2004), which then provides a solid understanding of necessary 

activities and stages in importing process.  

The Methodology section provides the detailed methods of research used within the 

thesis, the sampling framework and methods, the limitations of the study, and the 

reliability and validity of the results.  

The Empirical Study section presents a full case-scenario of importing Korean 

cosmetics products to Finland. It explores the inducements behind the selection of 

imported products and the supplier as well as an assessment of the Finnish market 

using the PESTEL framework to gain insights into the external opportunities and 

unfavorable factors. The section also includes the primary data analysis from the 

online questionnaire to evaluate the feasibility of market potential for imported 

Korean cosmetics products through analyzing the Finnish customers’ attitudes. 

Furthermore, crucial activities that company X should undertake within an import 

process from South Korea to Finland, including sending a wholesale purchase 

request, drafting an international sales contract, agreeing in common terms with the 

supplier, handling customs clearance procedures with Finnish Customs using E-



  

Services, and payment to relevant authorities (Posti, Finnish Customs, and Tax 

Administration) are also included and discussed. Ultimately, the final aspect of the 

empirical study presents the activities after an importing process from the 

perspective of the importer, company X.  

The final chapter – Conclusion – discusses the summarization of the research while 

including recommendation for company X.  



   

2 THEORETICAL FRAMEWORK OF REFERENCE 

2.1 Import Cycle 

Thomchick et al. (2004) classified the Import Cycle into three crucial segments: 

Pre-Transaction, Transaction, and Post-transaction activities, as shown in Figure. 

 

Figure 1. Import Cycle by Thomchick et al. (2004) 

2.1.1 Pre-Transaction activities 

Under this cycle, selecting an appropriate product for importation and a virtuous 

long-term supplier to cooperate with are perceived as the utmost critical 

prerequisites for firms and individuals in pursuit of importing business. The 

selection process and other factors aimed for a more enhanced result of selection 

must be considered and executed with the greatest of attentiveness to ensure the 

favorable outcome and to eliminate potential risks of disruptions in the supply 

chain procedure (Tektas & Aytekin, 2013). Importers are also favourably 

propounded to undertake various actions such as identifying the potential items 

for imports, the potential suppliers, the country of origin, and the commodity code 

for the products – TARIC code in this case (Tulli, 2021) – together with 

researching the relevant tariff and duty fees.  

Post-Transaction activities

Entry Liquidation Entry Review
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The importers can also acknowledge in advance certain import regulations and 

restrictions, relevant laws regarding the specific products intended for 

importation, the requirements for any other market surveillance authorities, 

whether an import license is required, non-tariff barriers, and preferential trading 

agreements and treatments for the country of origin – which affect the duty rate. 

The pre-entry classification gives the importers an in-depth insight into the 

imported goods and their intended uses (Thomchick et al., 2004) together with an 

overview of estimated duty costs for further estimated budget preparation.  

Both Thomchick et al. (2004) and Seyoum (2008) suggested a purchase of a 

sample of the selected imported item and the obtaining of price lists from different 

potential suppliers during this stage for an accurate evaluation of the suppliers’ 

ability to fulfil the requirements and expectations and a verification of the product 

quality for better determinations. Furthermore, an advance scrupulous research 

and analysis of the market for importation, which provides firms with an insight 

into different factors of the foreign market using primary or secondary data, is 

perceived to recognize future potentials affecting the trade activities and increase 

the success rate for importing firms while mitigating the risk of failure due to lack 

of necessary understanding, as pointed out in studies by Seyoum (2008) and Puth 

(2018).  

2.1.2 Transaction activities 

This stage of the cycle requires a close alignment and cooperation between the 

exporter and importer through multiple activities, from the transaction and 

transportation process to different customs procedures for goods clearance 

(Thomchick et al., 2004). Within the transaction process, after sending a request for 

wholesale purchase and receiving the closing price quotation from the supplier, the 

importer should work closely with the supplier to draft a sales contract, determine 

which currency to use, which payment term is appropriate, agree on the mutual 

delivery terms, pay attention to the exchange rates, EU laws and necessary 

regulations and consider other possible foreign exchange risks as well as solutions 

to mitigate the risks beforehand (Seyoum, 2008). 



   

A variety of trade documents are prepared and used during the import process, 

especially in custom procedures. The number and type of documents submitted may 

differ according to the importing country and the completion of the submission of 

these documents are required for a successful delivery, fulfilment to the relevant 

regulations, and customs declaration (Seyoum, 2008). The failure to assure the 

quality and fulfil accuracy of the documents submitted during this stage affect not 

only the cooperation and success of commercial venture but also the degree to 

which the importer is compliant to the government regulations and other 

international activities in which the importer participates (Thomchick et al., 2004). 

Importers in Finland can look up information from or contact the Finnish Customs 

to acknowledge accurate document requirements. Some of the documents disclosed 

in the process are (Seyoum, 2008; Thomchick et al., 2004; Tulli, 2021): 

(1) Commercial Invoice: A legal document or a bill, provided by the seller to the 

purchaser, includes information about names and contacts information from both 

parties, the country of export, the country of manufacture, the country of 

destination, and such information regarding the purchased merchandise as the 

names, quantity of items purchased, total weight and the total value of the 

merchandise. The Commercial Invoice is necessary for the Customs of the 

destination country during the import clearance process to determine further 

customs duties and taxes assessment based on the value of the merchandise 

(Seyoum, 2008; International Trade Association, 2020). 

(2) Bill of Lading (BOL): Defined as a contract between the owner of the 

merchandise and the assigned carrier, a Bill of Lading is required to certify the 

ownership of the merchandise and contains such information as the basic and 

contact information of the sender and the receiver, package quantity, total weight 

of the merchandise, and necessary terms. A straight BOL, issued when the 

consignment is made directly to the purchaser and hence not negotiable, and an 

order BOL, negotiable and hence is eligible to be bought and sold during transit, 

are two types of BOL (International Trade Association, 2020; Seyoum p.198, 2008; 

Zodl, 1995). 



  

(3) Certificate of Origin (CO): Perceived as a significant trade document, a 

Certificate of Origin states and certifies the consignment is wholly manufactured in 

a particular country. A CO commonly contains information about the consignee, 

consigner, the certifying authority, declaration made by the consigner, and the 

certification made by the authority. Custom requests a CO for customs clearance 

procedures, especially during the case when the merchandise is eligible for free 

trading treatment (International Chamber of Commerce, 2020).  

(4) SAD (Single Administrative Document) Form: A SAD form, used for 

customs declaration purposes in the EU, is required for trading activities between 

an EU country with a non-EU country and for movements of merchandise within 

the territory of the EU (European Commission, 2012).  

(5) Packing List: A Packing List, which itemizes the items within each package, is 

a required document for the Custom to verify the consignment, for the forwarders 

to determine the freight cost, and for the consignee to assess the total weight, total 

volume and the correct quantity of the shipment (Seyoum, 2008; International 

Trade Association, 2020).  

(6) Airway Bill (AWB): A crucial non-negotiable document – a contract between 

the shipper and the air carrier – is issued by the air carrier to serve as a receipt for 

the shippers. Since the Electronic Airway Bill Resolution 672 (MeA) eliminates the 

needs for a print version of AWB, e-AWB has now become a default contract of 

carriage (IATA, 2021). 

According to Finnish Customs (2021), an Entry Summary Declaration (IE315) is 

mandatory to be submitted by the carrier for merchandise delivering from a non-

EU country to an EU country, regardless of the mode of transport, and is submitted 

electronically on Tulli and to the Customs Safety and Security System AREX. The 

declaration is critical for the Custom to perform electronic risk analysis regarding 

the safety and security involved, and hence must be performed within the prescribed 

time limit before the enter of the merchandise to the EU territory. Within the 

declaration, the goods description can be provided according to the common trade 

name published by European Commission or if not, the four-digit commodity code 



   

can be provided alternatively. After the consignment arrived in Finland, the 

authorized carrier is required to submit an Arrival Notification (IE3470), using so-

called Entry Key data, and a Presentation Notification (IE347). 

Regarding the duty payment, private customers and businesses in Finland can get 

an estimated amount of custom duty fee through Finnish Custom Duty calculation 

on Finnish Customs website. The payment can be made electronically through the 

Finnish Customs website once the goods have been cleared (Tulli, 2021). 

2.1.3 Post-transaction activities 

This stage of the cycle is perceived as the most onerous stage, in which the importer, 

the Custom involved, and the government have an opportunity to review and 

validate various aspects during the transaction stage.  

Liquidation is defined as the “final ascertainment” of the transaction phase, 

detecting possible errors in duties or drawbacks (Seyoum p.430, 2008). Entry 

liquidation procedure is mandatory for all imported merchandise, except special 

circumstances, and involves the validation of the consignment value, the 

classification, the documents submitted, and the duty fee paid. The Custom then 

determined whether the importer had underpaid the duty and any additional customs 

duty fee needed to be made or whether any excess amount of fee eligible for 

refunds; the Custom may request further documents from the importer if necessary. 

The importer would then be informed about such liquidation and have an 

opportunity to select between paying the additional duty and filing protests 

(Thomchick et al. 2004; Seyoum, 2008). 



  

3 METHODOLOGY 

3.1 Research methods 

The thesis utilized a combination of both quantitative and qualitative research 

methods. Though researchers in the past tended to either employ a quantitative or 

qualitative method in a research project or study, there here has been prompt growth 

in the use of the combination of both research methods in recent years to ensure the 

advantages of both methods while mitigating the limitations.  

There are four common approaches defined in combined method research, which 

are (1) the triangulation of methods to double-check the findings while enhancing 

the validity and confidence of the research; (2) the use of multiple methods to 

deliver the research objective and answer the research questions from multiple 

perspectives; (3) the combination of both methods to enhance generalization; and 

(4) the facilitative combination of methods sequentially (Spicer, 2004). 

The research hence employed the use of the facilitative combination of research 

methods, in which the quantitative research method and the qualitative were used 

simultaneously. The quantitative method was first utilized to collect primary data 

from an online questionnaire in measuring the attitudes of Finnish cosmetics 

customers, which facilitated addressing one of the primary research questions 

regarding the feasibility of the imported products. Furthermore, the research was 

also conducted using the descriptive qualitative research method with the primary 

information extracted from an interview through emails with Finnish Customs 

authorities about the importing and customs clearance procedures.  

Meanwhile, the author also adopted the usage of desk research, or so-called 

secondary research, to collect and analyze primary and secondary data from reliable 

sources such as government reports, official statistical data, relevant academic 

studies, scholarly articles, and company data. Such secondary data provided a solid 

foundation for the research and predominantly used in the theoretical framework of 

reference.  



   

3.2 Sampling framework and methods 

The population of interest chosen for the questionnaire refers to the entire 

inhabitants in Finland, including both Finnish citizens and residents. According to 

the latest data from Statistita (2020), 11 percent of Finnish customers purchase 

cosmetics products online and people within the age group of 25 to 54 years are 

perceived to be the strongest online cosmetics purchasers. Meanwhile, customers 

ranging from 12 to 24 years old contribute about 12 percent to the total cosmetics 

and well-being products consumption online. Hence, the sampling frame includes 

only the Finnish individuals who satisfy the following conditions: (1) in the age 

group of 12 to 54 years old and (2) currently using at least some cosmetics products. 

Due to limited resources, non-probability sampling methods are utilized for the 

questionnaire, which include convenience sampling – a method in which the 

responses are obtained based on the availability and willingness of the respondents 

in taking participants in the survey, and snowball sampling – a sampling method in 

which the author or the researcher requests the investigated respondent(s) to share 

or send the survey to family members, friends, and acquaintances to increase the 

sample size. The online survey was sent to all the business students at Vaasa 

University of Applied Sciences through emails. Furthermore, the author also shared 

the survey with her friends on Facebook, WhatsApp, and other social media 

platforms. 

Furthermore, the research also relied on purposeful sampling for the qualitative 

research method. Purposeful sampling is a sampling technique in which the 

participants are selected only if they fulfil a certain number of qualifying factors 

and criteria as well as being able to provide in-depth information and insights into 

the subject of the research. The recruited participant for this thesis hence is Finnish 

Customs authorities, who have large knowledge and experience concerning 

importing procedures as well as customs clearance process in Finland. Due to 

limited time and resources, the author was unable to have a face-to-face interview 

with the Finnish Customs directly. The interview was conducted through email 



  

(yritysneuvonta.lupa-asiakkaat@tulli.fi) with the procedure-specific business 

information services of Finnish Customs.  

3.3 Limitations 

Regarding the feasibility for imported Korean cosmetics products in Finland 

through an online survey, the questionnaire only receives a small number of 

responses and hence the findings cannot be representative of the entire population 

of Finland. Furthermore, most of the responses come from university students due 

to the method of data collection, which also affects the generalizability of the study. 

Meanwhile, the convenience sampling and snowball sampling affect are prone to 

inevitable volunteer and selection bias of the author due to (1) the differences 

between those who chose to not respond to participate in the questionnaire and those 

who have responded and (2) the similarities of a number of participants who hold 

the same characteristics. Ultimately, the online questionnaire also includes several 

limitations such as the inability to ask questions if the respondent found the question 

in the survey unclear and the risk of inaccuracy in the “scale” questions since the 

respondents might be hesitant to select such extreme answers as “very unlikely” 

and “very likely”.  

This thesis focused only on the importing and customs clearance procedures for 

cosmetics products from South Korea, hence the guidelines and instructions within 

the research are not applicable to other imported products to Finland as well. 

Furthermore, the procedures within trading activities experience continuous 

changing hence the research is not considered as absolute in the next few years.  

3.4 Reliability and validity 

The primary purpose of the research is to find out about the importing procedures 

of Korean cosmetics to Finland, hence reliability and validity are such significant 

aspects of the research. The information and data collected in this research are up-

to-date and extracted from reliable sources, which are government reports, Finnish 

Customs instructions, scholarly articles, and academic reports. Furthermore, in 

mailto:yritysneuvonta.lupa-asiakkaat@tulli.fi


   

order to enhance the reliability of the research, the information was also double-

checked and confirmed with the Finnish Customs authorities. 



  

4 EMPIRICAL STUDY: COMPANY X 

Company X is a limited liability company, which was established in 2021 and is 

currently located in Helsinki, Finland. The management board of the company has 

a plan of importing Korean cosmetics products to Finland for reselling purposes. 

Since the company does not have previous experience in importing and customs 

clearance procedures with a non-EU country, the empirical study hence describes 

and discusses the step-by-step guide into importation of cosmetics from South 

Korea, which is in accordance with the three stages of the Import Cycle by 

Thomchick et al. (2004). To ensure the long-term profitability for the business, a 

deliberate analysis of the Finnish market and cosmetics customers was conducted 

to determine the potential for imported products from company X. Meanwhile, 

other aspects of importation procedures such as the crucial document to prepare and 

submitted to the Finnish Customs, the labelling requirements for imported 

cosmetics products, and potential challenges during the import process would also 

be reviewed.  

For the empirical study, the author utilizes both quantitative method and qualitative 

method. The quantitative data within this chapter were collected from an online 

questionnaire about Finnish customers’ attitudes towards Korean cosmetics 

products. Meanwhile, the author also conducted an interview with Finnish Customs 

authorities through emails to gain in-depth information and insights into the 

importing and customs clearance procedures.  

4.1 IN PRIOR TO IMPORT 

This section aims to introduce readers to the necessary actions and initiatives 

company X need to undertake in prior to starting an import transaction. The product 

and supplier selection would provide general definitions and relevant 

considerations as well as motivations leading to such choices. Meanwhile, a 

scrupulous PESTEL analysis and an online questionnaire about the attitudes of 

Finnish cosmetics customers would also be conducted and discussed to provide 

readers with in-depth understanding and potentials of the Finnish cosmetic market 

while pointing out external opportunities and unfavourable factors. 



   

4.1.1 Product selection: Korean cosmetics products 

Seyoum (p.407-409, 2008) described four types of products, which are assumed to 

acquire a high potential success, for importation: (1) Unique Products, (2) 

Affordable Products – Products that are demonstrated to be equally or more 

effective but at a much lower price than those from rivals, (3) Available Products – 

Products that are in such high demand that the original home country is unable to 

provide an adequate amount of quantities or that are not produced or available in 

the home country, and (4) Better-quality products. 

As noted by Asgari & Hosseini (2015), Korean cosmetic products have experienced 

prompt and vast expansion throughout these latest years due to notable high 

demands and escalated purchasing power from both Korean and international 

consumers. The incentives for this remarkable enlargement in popularity of K-

beauty cosmetics are attributed to increasing awareness about taking care of 

appearances among young generations, to the availability and growth of 

commercial advertising especially through social media platforms (Jin and Yoon, 

2017), and to the impact of “the Korean wave” – also known as Hallyu in Korean, 

referring to the global popularity of Korean culture primarily through the 

entertainment industry that stimulates the purchasing motivation of Korean-made 

products among international customers (Lita & Cho, 2013; Asgari & Hosseini, 

2015). The prominent penetration of Korean culture in an international position 

could be expressed and demonstrated through the prevalence of K-pop (Korean 

Popular Music) considering global band – BTS and through K-drama, with 

examples of Parasite – Oscar winner and Squid Game – Netflix's most popular 

series with more than 100 million viewers worldwide (Cho, 2021). South Korea is 

also known as the ninth-largest cosmetic market in the world with a value estimated 

at 9.4 billion USD growing at a 4.3 percent CAGR (ITA, 2020). In fact, Korean 

skincare products have become remarkably prevalent worldwide in the last few 

years, especially for the ten-step skincare routine. Korean cosmetic products are 

perceived to have affordable prices while ensuring flawless results and using 

innovative formulas and natural ingredients (Kuan Lin et al., 2021). 



  

Sung (2014) and Cho (2021) in their studies also pointed out the growth in demand 

and consumption of Korean-made products in European countries in recent years. 

Benefited from the great influence of EU-South Korea FTA, South Korea has now 

become the eighth-largest trading partner with EU with a total value of imports 

amounted to 44 billion EUR (Eurostat, 2020). Furthermore, the same statistical data 

from Eurostat indicate that cosmetic products or pharmaceutical products account 

for a majority part of the total most trade goods between EU and South Korea (see 

figure 2). 

 

Figure 2 Most traded products between EU and South Korea. (Source: Eurostat, 

2020) 

Since European in general and Finnish consumers are becoming more aware of 

possible unfavorable effects due to toxic ingredients in the cosmetic products and 

hence are switching up their preferences to vegan and organic products, the ideal 



   

targeted product for importation in the case of company X would be Korean 

organic and natural cosmetics products; furthermore, a consideration to cruelty-

free factor should also be taken into due to the increasing attentive care to this 

matter from European people, especially after EU ban animal testing for experiment 

purposes. Some of the well-known and cruelty-free Korean beauty brands using 

natural ingredients are COSRX, Klairs, Benton, Purito, A True, Skin & Lab, and 

Aromatica.  

 

Figure 3. COSRX AHA/BHA Clarifying Treatment Toner 150ml. Price: 12$. 

(Picture source: Q-Depot.com, 2021) 

Company X should acknowledge the commodity code for the selected products in 

advance to estimate the correct amount of customs duties and value-added taxes 

(VAT) needed to pay. The commodity code for beauty or make-up preparations 

for the care of the skin on FINTARIC is 3304 with the sub-code for lip make-up 



  

preparations, eye make-up preparations are 3304100000 and 3304200000 

respectively (see figure 4). 

 

Figure 4. Commodity code for make-up preparations. (Source: Finnish 

Customs/FINTARIC). 

As stated above, acknowledging relevant regulations and restrictions regarding the 

import activities while estimating the calculated customs duty and VAT are 

prerequisites for effective planning and preparations for importation. The 

cosmetic products if imported from South Korea are eligible to 0% duty fee under 

the preferential treatment – “South Korea – EU Free Trade Agreement” (see table 

1). 

Table 1. Customs duty and VAT rate for cosmetic products imported from South 

Korea. (Source: Finnish Customs, 2021). 

Regulation Type Rate 

R2261/98 (C103) and 

D0265/11 

A00 (Duty) 0% 

33: Essential 
oils; Perfume; 

Cosmetic 
preparations.

3303: Perfumes 
& toilet water.

3304: Beauty or 
make-up 

preparations and 
preparations for 
the care of the 

skin.

3304 10 00 00: 
Lip make-up 
prepartions.

3304 20 00 00: 
Eye make-up 
prepartions.

3304 91: Other.

3304 91 00 00: 
Powders 

(whether or not 
compressed).

3304 99 00 00: 
Others.



   

Q1501/93 (P305) B00 (Value Added Tax) 24% 

 

When purchasing or intending to bring sample goods prior to making a wholesale 

purchase, for evaluating the quality of the products only and not for sales purposes, 

company X is eligible to be exempt from customs duty and value-added taxes; 

however, company X and the supplier should declare and state clearly in advance 

of delivering to Finland that the goods are samples by adding sample stamps, tearing 

or punching the marked goods (Finnish Customs, 2021).  

4.1.2  Supplier selection: Q-Depot 

In early study regarding factors and choice criteria that managers take into 

consideration the most in supplier selection, Ghymn and Jacobs (1993) induced a 

list of such factors as the quality of products, delivery time and price while noting 

that corporations and organizations with a higher scale prioritized trading and 

government restrictions. Seyoum (p.412-p.414, 2008), Chan & Chan (2010) and 

Chao et al. (1993) pointed out a variety of essential determinants to evaluate in the 

process of determining a suitable supplier, including an ability to deliver quality 

products, competitive pricing offer, delivery time and expense, reliability and 

creditability, perceived risks, and ability to meet other standard requirements. 

Aware that prior studies on supplier selection criteria limited to only domestic 

sourcing, Tektas & Aytekin (2013), on the other hand, developed a comprehensive 

hierarchy of International Supplier Selection Criteria by extending the existed 

literature with global characteristics and elements, for example, environmental 

concerns of suppliers and global factors such as the political, geographical, 

economic and social environment. Meanwhile, previous studies and regression 

analyses from Uddin, Rahman, and Pavin (2009) put an emphasis on the country-

of-origin factor, which is perceived to have a positive effect on pricing and delivery 

time (Nagashima, 1977).  

After completing research into different suppliers of Korean cosmetic products, Q-

Depot appears to be the most appropriate supplier for the following reasons: 



  

High reputation and creditability: Originally established in South Korea in 2012, 

Q-Depot has now become the prominent wholesale supplier offering Korean PCPs 

from more than 300 brands to more than 25000 customers worldwide. With four 

regional offices in different countries and with outstanding customer service and 

support, Q-Depot has also been perceived as the top-rate satisfied supplier on 

different social media platforms (Google Review, Facebook, Trust Pilot, and 

Reseller Rating). 

Product quality: Q-Depot only offers authentic Korean cosmetic products 

manufactured and delivered directly from South Korea. The company also delivers 

to the customers Certificate of Origin issued by the Korean Chamber of Commerce 

for authenticity and customs procedure purposes.  

Short lead-time: Lead time is defined as the difference between the time a supplier 

receives the purchase request and the time when the goods are shipped to the 

customer. Q-Depot has a lead time of 1 to 2 weeks for most brands, which is 

perceived as one of the shortest lead times among those of Korean cosmetic 

suppliers.  

Competitive Prices: Apart from offering the retail prices directly on its website, Q-

Depot also has a separate pricing offer for wholesalers, with the supply rate ranging 

from 68% to 49% (see table 2). The supply rate is calculated by subtracting the 

discount rate from the initial retail price. For example, an order entitled to a supply 

rate of 49% would have a discount rate of 51%. 

Table 2. Wholesale Supply Rate Offers. (Source: Q-Depot). 

Brand Minimum 

Order 

Amount 

Supply rate 

for order 

valued 

from $500 

 

Supply rate 

for order 

valued 

from $1000 

 

Supply rate 

for order 

valued 

from 

$2000 

 

Supply rate 

for order 

valued 

from $5000 



   

COSRX $500 68% 66% 65% 63% 

Skin&Lab $500 53% 52% 51% 49% 

Benton $500 59% 58% 57% 56% 

Purito $500 67% 66% 65% 63% 

Dear, 

Klairs 

$500 vary vary vary vary 

 

Quick delivery: Stated on its current website, Q-Depot agrees to deliver orders to 

every country in the world while ensuring that customers would receive the 

products needed within 3-5 business days or 8 days at the latest. The current carrier 

partners that Q-Depot is working with are DHL, TNT, EMS, Fed-Ex, UPS, etc. 

Guaranteed custom handling: Q-Depot also assists the wholesaler customers in 

custom handling to ensure that the commercial goods are conveniently passed 

through the Customs of the imported country involved. Customers can discuss 

further with Q-Depot in choosing the most appropriate delivery term (incoterm) and 

other related customs issues.  

4.1.3 Market assessment - PESTEL analysis 

The acceleration in the significance of values and in the demands of goods that are 

manufactured and produced outside national boundaries has resulted in such an 

increasingly essential role of international competition (Eren, 2002). Seyoum (p.74, 

2008) indicated that one of the most common mistakes often led to failure that a 

manager made in exporting or importing decisions is the lack of a proper 

international assessment beforehand of the destination market and other differences 

in external forces abroad. Hence, the presence of a framework that investigates the 

relevant external incentives and environmental forces, which enable firms to 

recognize and exploit business opportunities while anticipating and mitigating 

unfavorable threats, has growingly proven to be indispensable during the integral 



  

stages of strategic planning of a firm (Ülgen & Mirze, 2007; Dinçer, 2004). One of 

the most well-known and significant frameworks extensively undertaken by firms 

to get an overview of external factors prior to the entry of a new foreign market is 

PESTEL analysis (Rothaermel, 2014). 

PESTEL Analysis is defined as a crucial strategic framework that reveals the 

Political, Economic, Socio-Cultural, Technology, Environmental and Legal factors 

at the macro environment and hence gives an in-depth understanding of relevant 

opportunities and threats that directly or indirectly influence the operations and 

prosperity of company X, especially in the planning stage of launching a new 

product to the market (Ülgen & Mirze, 2007; Corporate Finance Institute, 2021). 

İhsan (2012) in her study of PESTEL Analysis suggested that the PESTEL 

framework also serves as a precondition analysis or a valid predictor, allowing firms 

to get an overview of potential circumstances occurring in the future and hence to 

build a superior vision for the business. Stated below is the PESTEL analysis for 

Finland: 

4.1.3.1 Political factors 

Political environment: Finland is a parliamentary republic country under the 

framework of an indirect democracy. Having had most of its dependence on a semi-

presential system, Finland, however, has witnessed the power of the President 

within the country diminished since the constitutional was rewritten in 2000. 

Instead, the Prime Minister – Sanna Marin since 2020 – is the most influential 

person in the country, leading the nation’s executive branch, the Finnish 

Government.  

Finland has a multi-party system ensuring that no single party is entitled to the entire 

power alone (Nordea, 2020), hence it is unquestionable that Finland ranked the first 

in political freedom (Freedom in the World 2021) and the second out of 180 

countries in the freedom of the press (2021 World Press Freedom Index). Research 

conducted by A.M. Best Company (2009) suggests that the political risk in Finland 

is remarkably low. Furthermore, the index from Transparency International (2021) 

points out that the Corruption Perceptions Index (CPI) in Finland is relatively low 



   

– 85 in 2020, which is perceived as the third-least corrupt nation in the world. These 

factors all suggest that Finland overall has a stable political environment and is safe 

to be an imported destination country. 

 

Figure 5. Corruption Perceptions Index of Finland. (Source: Transparency 

International, 2021) 

Relevant Trading Agreement: The EU-South Korea FTA on four sectors – 

electrical and electronic equipment, pharmaceutical products, and motor vehicles 

and parts – went into effect in 2011 and since then has eliminated customs duties 

on 98.7% of products, removed trade barriers, simplified customs procedures, and 

facilitated trade while reducing expenses for businesses. Since K-Beauty products 

belong to the pharmaceutical industry and hence are qualified for zero preferential 

tariffs (Official Journal L 127, 2011, p.1344) and enjoyed multiple benefits from 

the FTA such as improved transportation security and procedures, duty drawback, 

mutual administrative assistance in customs matters, and self-declaration by the 

exporter for consignment valued under €6,000 (European Commission, 2021). 

However, under Article 13 of the Protocol of European Official Journal, it is 

required for the exporter and importer to comply with direct transport rule – 

originating products must be transported from EU to South Korea (or vice versa) 

without undergoing operations in a third country other than unloading, reloading 

and other actions belonged to the customs surveillance. Other requirements needed 

to be fulfilled beforehand to be qualified for the stated benefits above are the origin 

declaration in Korean, English or Finnish and the presence of an Approved Exporter 



  

who makes and submits an origin declaration remained valid for 12 months from 

the date of issue together with Certificate of Origin.  

Custom duties and value-added tax (VAT): Import taxes on imported goods are 

made up on custom duty and VAT. Zero custom duties are collected in this case 

due to the EU-South Korea FTA. However, since the products are delivered from 

outside the EU’s customs and fiscal territory, they are subjected to the standard 

VAT rate – 24% of the custom value which consists of the purchase price and other 

transportation and insurance costs (Finnish Custom, 2021). Due to new changes 

made in July 2021, all the goods arriving from outside the EU must be declared 

regardless of the value. For the purchases of goods valued over €150, the importer 

must declare the goods and pay the VAT himself or herself (HE 18, 2021; Finnish 

Custom, 2021).  

4.1.3.2 Economic factors 

Strong economy growth: Dampened by the COVID-19 pandemic, the real GDP 

(Gross Domestic Product) of Finland fell by 3.1% in 2020, primarily due to the 

decrease in private consumption. However, Finland is recognized as one of the least 

affected countries due to the epidemic in both economic and health care terms. The 

Finnish economy is expected to grow by 2.6% in 2021 and 2.7% in 2022 through 

the remarkable increase in consumption and export (OECD Forecast Summary, 

2021). An article from Nordea – Nordea Economic Outlook 2021 suggests that the 

economic growth in Finland will grow by 3.5% in 2021 and 3% in 2022 since the 

recovery rate of Finland was prominent in summer, followed by the fact that the Q2 

GDP rose by 2.1% and 7.5% YoY – surpassing the pre-COVID19 pandemic level. 

Furthermore, the Finnish Consumer Confidence indicator – which grew from 4.0 in 

August to 6.0 in September 2021 – reaching the highest since December 2017 

(Statistics of Finland, 2021), and the increasing salary – up to 6.5% compared to 

two years ago – resulted from the fast recovery in employment together contributed 

to a strong purchasing power (Nordea, 2021). 



   

  

Figure 6. Finland Consumer Confidence. (Source: Statistics Finland, 2021). 

Potential unfavorable factors: Rising inflation rate – commodity prices increased 

by 1.9% in July 2021 - is one of the factors that curb the consumer spending along 

with the risk of third wave of the COVID-19 pandemic, which might result in longer 

recovery time. In fact, the outlook for trade remains quite uncertain due to potential 

unexpected disruptions in supply chain sector such as those in Q1, 2020 (OECD, 

2020). Furthermore, the general government deficit remains relatively large and is 

forecasted to continue growth with the debt ratio reaching 73% in 2023 (Bank of 

Finland, 2021). 

Opportunities for imports: With the revenue from international trade accounted for 

a third of the overall GDP, Finland is highly integrated into multiple trade activities 

(International Trade Association, 2021). In fact, the total value of Finnish exports 

in July 2021 was 5.4 billion EUR and the value of imports was 5.9 billion EUR 

(Finnish Custom statistics, 2021). Prominently, imports to Finland have risen by 

20.3% YoY in July 2021, contributing to a favorable environment for international 

trade for Finland (Trading Economic, 2021). A report from Statistics Finland (May 

2021) pointed out that while imports from mineral fuels, machinery, and vehicles 

decreased, the imports from pharmaceutical products notably increased, 

contributing to 0.1 to 0.3 percent points to the overall growth of imports. 

Furthermore, the EU notably is South Korea’s third-largest export destination and 

the trade between the EU and South Korea had increased to a value of €90 billion 

five years after the South Korea - EU FTA (European Commission, 2016). 



  

4.1.3.3 Socio-cultural factors 

Welfare system: Finland has one of the most advanced welfare systems in the world 

since the 80s, exhibiting a good deal of factors that are congruent with other 

Scandanavian countries such as the large scope of social policy, a large emphasis 

on full employment, the high social expenditures of GNP, the high tax rate, and 

earning-related benefits and services for employed persons (Kautto et al. 1999). 

Ranked as the happiest country in the world for four consecutive years (UN Report, 

2021), Finland stood out by performing remarkably well on several indexes of well-

being and welfare, for example, GNP per inhabitant, income distribution and 

transfer, access to healthcare, access to education, and investment in education and 

human resources (Nygård, 2013). The advanced welfare state has enhanced 

employability and wealth as there is an intergenerational link between education 

and income (Andersen, 2015). In an economic survey, OECD (2016) highlighted 

the high living standards and well-being indexes of Finland with a solid economy 

progress. Furthermore, an article from ReportLinker (2021) has attributed the 

improving quality of life and high literacy of customers to relevant factors that 

promote a propelled cosmetic market growth in the future.  

Gender equality: A Labour Survey from Statistics Finland (2021) stated that the 

employment rate of people aged 15 to 64 years old in Finland in June 2021 was 

72.4% while the unemployment rate was only 7.6%, which is 0.1% lower than the 

rate of last year. Benefited from the advancement of the individual social security 

model, Finland has an equal and high employment rate for both genders, resulting 

in the lowest gender inequality in the OECD (OECD, 2016) and equal income 

distribution (Susanne & Annika, 2019). With the female individuals accounting for 

roughly half of the total population and a high purchasing power from the targeted 

group consumer – a significant part is employed females (Outi & Pekka, 2011) and 

a minor part is enthusiastic-about-physical-appearance Finnish males (FCDTA, 

2006), Finland has highlighted a robust growth from one of the fastest-growing 

consumer markets – the revenue from the Beauty and Personal Care products (PCP) 

was valued at 1 billion EUR in 2021 – in line with the growth in the capita of 



   

personal income (Global Insight Inc., 2007), suggesting Finland as an ideal 

destination for cosmetic businesses.  

 

Figure 7. Total revenue in Beauty and Personal Care market (Finland). (Source: 

Statista 2021) 

Population structure: The total population in Finland was estimated to be 5.5 

million in 2020, with the 20-to-30-year-old (1.3 million) and 40-to-59-year-old (1.3 

million) groups accounting for half of the population (Statistics Finland, 2021). The 

steady increase in the number of individuals who are over 60 years old (22.6%) in 

recent years reflects the old population structure in Finland, which is known to have 

one of the oldest populations in Europe (THL, 2011), and is regarded as a factor 

eroded growth potential (OECD, 2016). However, information from a report by 

Cosmetics Europe (2019) revealed that older consumers tend to spend substantially 

more on cosmetic products than younger ones; indeed, there has been a steady 

growing demand for anti-aging products in Europe in recent years (ReportLinker, 

2021). Meanwhile, Statista analyst (2021) has attributed the strong generation shift 

– more young customers enter the PCP consumer market – to primary reasons that 

led to the immense growth of this industry in Finland. 

Latest trends and preferences: The global pandemic has significantly influenced 

and changed the purchasing patterns of consumers (ReportLinker, 2021) while 

providing a vast number of opportunities for e-commerce businesses. Indeed, a 

survey from Forea reviewed that 96% of cosmetic consumers spent more on skin-



  

care products than on makeup during the epidemic and that purchases for skin-care 

products sector have increased from 10 to 20% in 2020 (Mordor Intelligence, 2021). 

An article from McKinsey (2020) reported that the revenue for PCP sector 

increased by 50% compared to that before the pandemic and Zalando (2020), a 

giant e-commerce company, also highlighted that the self-care beauty categories 

went up by 300% in April 2020.  

In a study of European Cosmetics Industry, Global Insight Inc. reported that Finnish 

cosmetic consumers have recently expressed strong adulation towards cosmetic 

products that contain natural ingredients and formulas due to the rising concerns 

about possible allergic reactions from harmful chemicals (Boxall et al., 2012). A 

survey by Pro Luonnonkosmetiikka ry (2017) with 24 Finnish companies reported 

that revenue from organic and natural cosmetic products rose by 13.4% in 2017, 

compared to last year’s sales, and that managers from these companies predicted an 

enormous potential for this highly innovative and sales-driven sector in Finland.  

 

Figure 8. Historic Growth Rates for the European Market for Natural Cosmetics in 

€ billion. (Source: Cosmetics Europe) 

Chang & Lee (2017) in their study about Korean wave phenomenon indicated that 

Korean popular culture has remained tremendously popular in western countries in 

the last few years, which then stimulates the sales of Korean-made related products. 

Previous studies from Santander Trade (2021), The Association of Finnish Work 

and Kuudes (2019), and Nordlund N. (2021) reported that Finnish consumers put a 

remarkable priority on such factors as price, quality, security, country of origin, and 

brand image in determining purchasing decision. While Finnish people tend to 



   

prefer domestic cosmetics products (Global Insights, 2007; Hanane, 2020), 

Nordlund N. (2021) in her study argued that Korean beauty products have still 

managed to initially enter the Finnish cosmetic market thanks to the natural 

ingredients, high quality, and affordable prices. Indeed, various e-commerce to 

brick-and-mortar stores that dedicate to offer Korean cosmetic products have 

opened in Finland in recent years, such as Bearal, Kokoskin, Yeppo, Eleven.fi, 

Desertcart.fi, etc.; luxury shopping mall Stockmann in Helsinki, Finland also 

includes a line of K-beauty products, responding to the growing demands for K-

beauty products from customers. Hence, to achieve certain success in the Finnish 

market, company X should focus primarily on offering a line of Korean organic or 

natural skincare and cosmetic products as well as a minor line of premium products 

and ensure that the ingredients comply with the EU laws and meet the preferences 

from Finnish customers. 

4.1.3.4 Technological factors 

Statistics Finland (2021) reported the total investment in R&D activities was 

approximately 2.4 billion EUR, falling by 22% compared to last year’s fund. A 

research paper from OECD indicated that set a target for its R&D intensity of at 

least 4% of GDP by 2030 (Government Program 2019); past activities and 

successful accomplishments of Finland within this field have strengthened the 

success rate of the plan (Matthias, Kai & Arho, OECD, 2021). 

Finland has been well-known for its high-technology manufacturing and considered 

as the forefront performer in vast developments of technology field in the last few 

years. Indeed, Finland was the first country that developed an official AI (Artificial 

Intelligence) strategy in EU, impressively surpassing even G7 countries, and aimed 

to be the leading nation in practical application of AI (Ministry of Economic Affairs 

and Employment of Finland, 2017). The annual European Innovation Scoreboard 

(EIS, 2020) suggested that Finland, together with Denmark, Sweden, Netherlands, 

and Luxemburg, is one of the few innovation leaders which performed robustly well 

above the average of EU countries based on 27 such indicators as investment in 

innovation and research, HR, innovation in companies, etc. Furthermore, the same 

assessment from EIS also highlighted SMEs from Finland with a huge number of 



  

innovative products and services and with a high degree of flexible innovation 

capabilities. 

 

Figure 9. Performance of EU Member States' innovation systems. (Source: EIS, 

2020) 

The Digital Economy and Society Index (2018) featured Finland as the top 

performer in terms of different such aspects as: (1) digital skills, (2) connectivity – 

speed and affordability – to the Internet, (3) integration to digital technology and 

(4) digital public services. A front-runner in smart technology environment, Finland 

is also known as an early adopter of ICT infrastructure and a nation with high 

knowledge of digitalization from the public, resulting in considerable regional 

development (Randall & Berlina, 2019, Nordregio, 2019). From an economic 

perspective, digitalization has a significant influence on the labour market as the 

consequences of automation might be an increase in job loss (Autor, 2015), 

shortages in newly required skills or professionals with such skills (Berger & Frey, 

2016), however, Alm et al. (2016) and Randall & Berlina (2019) also argued and 

pointed out that a high level of digitalization of a nation also creates huge 

opportunities for high-skilled jobs and the growth of organizations which employ 

AI and other high-function forms ICTs. From a social perspective, digitalization as 

an entire process of social change (Leppiman, Riivits-Arkonsuo & Pohjola, 2021) 

reflects a widespread usage of technology with equal access from each individual 

in that society (Randall & Berlina, 2019). For example, a person from a rural area 

and another person from an urban area should have equal access to the best product 



   

at the most affordable price. Therefore, the digital divide – a circumstance in which 

there are recognizable disparities in terms of access to available digital 

infrastructure and technologies between rural and urban areas – is a crucial task for 

any nation that adopts a high degree of digitalization, especially in government 

services. The Ministry of Transportation and Communications of Finland, hence, 

announced a plan in October 2018, which would address the digital divide problem 

and achieve substantial developments in digital infrastructure by aiming to provide 

every household with access to at least 100Mbps or even 1 Gbps connections by 

2025.  

4.1.3.5 Environmental factors 

World-class green country: Finland has a global reputation for taking initiatives 

and activities to protect and preserve the natural environment. Data from 

Environmental Performance Index (EPI, 2020) also suggested that Finland 

performed the best on environmental health measurement and are forefront ranker 

on distinct categories such as Air Quality, Sanitation, Marine Protected Area, 

Wastewater Treatment, etc. With the highest score on EPI in 2016, Finland is once 

regarded as the greenest and the most environmentally friendly country (Turunen, 

2017). Indeed, Finland has adopted different measurements and efforts into 

reducing the short-lived climate pollutants (SLCPs) since being a part of CCAC 

(Climate & Clean Air Coalition) in 2012. Furthermore, Finland also aims to reduce 

black carbon emissions from the 2013 level by 25-33% by 2015, to reduce food 

waste by half by 2030, and to reduce greenhouse gas through the replacement of 

fossil fuels with renewable and low-emission power sources (CCAC, 2020).  

Sustainability, CSR, and Young Finns: Hence, it is unquestionable that Finnish 

people overall also consider the act of protecting and of preserving the environment 

significant. Indeed, a survey from Sitra (2019) suggested that 78% of Finns highly 

valued sustainable living lifestyle and 69% are aware that over-consumption 

choices can have a negative impact on climate changes. The same survey also 

pointed out that the majority of young Finns – pioneers in taking actions to preserve 

the environment and mitigate climate changes – have adopted the conscious and 

reasonable consumption lifestyle and have been more active in encouraging others 



  

to take the same initiatives and actions; indeed, one in three people have expressed 

preferences to purchase and use environmental-friendly products and services 

regardless of the prices.  

In a survey with 20000 responders from Unilever (2017), the results indicated that 

consumers prefer to purchase cosmetic products from brands that are perceived as 

ethical and sustainable, again confirming the significant role of sustainable habits 

and lifestyles in our present day. Earlier studies from Mohr & Webb (2005), 

Grimmer & Bringham (2013), and Sen & Bhattacharya (2001) also suggested that 

the CSR (Corporate Social Responsibility) initiatives and activities of firms can 

have a positive influence on purchase intentions and brand loyalty (Kämäräinen, 

2019). 

4.1.3.6 Legal factors 

Cosmetics laws – EC No 1223/2009 and 492/2013: According to EU’s regulations, 

it is essential for any cosmetics sold within the EU territory to comply with the 

Regulation EC 1223/2009 of the European Parliament, hereafter referred to as the 

EU Cosmetics Regulation (CTPA, 2021); particularly, for cosmetic products 

intended for sales in Finland, an individual or an organization must comply with 

the act on cosmetic products (492/2013) which lays down on the provision of EC 

No 1223/2009 above (Ministry of Social Affairs and Health of Finland) to ensure 

the highest degree of customer safety.  

Under section 2(5) of the Finnish Act on Cosmetic Products - The Act on the Use 

of Animals for Experimental Purposes (62/2006) and 2(6) - the Act on the Use of 

Animals for Experimental Purposes (497/2013), the use of animal testing of 

cosmetic products intended for sales within the EU and of the ingredients contained 

has been banned. South Korea in 2018 also officially passed a bill to ban animal 

testing of any cosmetic product produced or imported in South Korea, responding 

to the changes enforced in EC No 1223/2009 (The Korea National Assembly, 2016). 

Hence, cosmetic products imported from South Korea would not fall into the 

rejection category due to violation of animal testing for cosmetics purposes. 



   

4.1.4 The feasibility of Korean cosmetics products in Finland and the 

analysis of Finnish cosmetics customers’ attitudes towards the products 

As a vital aspect of the market assessment, analyzing the attitudes of Finnish 

cosmetics customers in advance is crucial for company X to identify the market 

potential and interests of customers for Korean cosmetics products. Since the 

market assessment through PESTEL analysis has mainly relied on secondary data, 

the author decided to collect primary data that is tailored to company X’s imported 

products through an online questionnaire, which opened on October 25th, 2021 and 

closed on October 31st, 2021, to gain a more in-depth understanding of the potential 

Finnish cosmetics customers while evaluating the sales potential for imported 

products and the suitable pricing range.  

The questionnaire received a total of 102 responses. However, 27 responses were 

excluded from the findings below due to the following reasons: (1) they are not 

cosmetics customers and hence do not belong to the sample group, (2) they 

indicated that they are interested in trying Korean cosmetics products by answering 

question 10 and 11 but then also answered question 12, which is aimed only at those 

who do not intend to try these products in the future, (3) they indicated that they 

already use some of Korean cosmetics products in their routines but at the same 

time answered question 9 – which is aimed at those who haven’t used the products 

yet, and (4) they haven’t finished the survey. 

The full questionnaire and general results could be found in the Appendix. 

Following is the summary of the data analysis and discussion from the online 

questionnaire:  

Factors influencing the purchasing intention and decision: Identifying in 

advance a variety of factors, which have influences on potential Finnish customers 

to make purchase decisions for cosmetics products and hence stimulate the overall 

sales, is essential to the success of any cosmetics business. The findings from the 

questionnaire agreed with multiple factors indicated by Santander Trade (2021) and 

The Association of Finnish Work and Kuudes (2019) such as price, quality, country 

of origin, and brand image; however, the results disagree with the level of priority 



  

of these factors since the research revealed that brand image and country of origin 

are considered relatively unimportant during the purchasing process while price and 

quality remain top priorities. This finding is understandable since the majority of 

the respondents are university and college students in their twenties, with a 

dominant part having a monthly income of 0-1000 euros and a monthly budget for 

cosmetics from 0-30 euros.  

Furthermore, the results highlighted other factors such as previous experiences, 

product knowledge, and the use of word-of-mouth and e-word-of-mouth marketing. 

The findings also found both similarities and differences with an indication in a 

study of the European Cosmetics Industry (Global Insight Inc., 2007), which 

reported that Finnish customers are now more favoring natural and organic 

cosmetics products due to the increased concerns of harmful effects caused by 

chemical and toxic ingredients, and with the findings from a survey by Sitra (2019), 

which reported that many young Finns highly value the sustainable living lifestyle 

and sustainable products. While the results suggested that “sustainability” and 

“natural ingredients” as well as “cruelty-factors” are moderately important factors 

affecting the purchasing intentions, more than half of the total respondents did not 

perceive them as the most dominant factors. 

Finnish Consumer Attitudes towards Korean cosmetics products in general: The 

findings from the research are in accordance with previous studies by Chang & Lee 

(2017), Cho (2021), and Nordlund N. (2021) regarding the tremendous growth in 

popularity of South Korean cosmetics products among European customers in 

general and Finnish customers specifically. 82.7% of the total respondents have 

prior knowledge of Korean beauty products while 30.7% have already purchased 

and used them. However, only half (n=26) of the respondents who have not 

employed the use of Korean cosmetics products in their routine (n=52) showed 

positive attitudes toward Korean cosmetics and expressed relatively strong 

intentions in future purchasing. One of the prominent reasons and incentives that 

contributed to the reluctance of the few respondents, who are unenthusiastic in 

becoming future purchasers of Korean beauty products, is the preference for 

products from Finnish and European brands. This finding shared similarities with 



   

previous studies about Finnish cosmetics consumers by Global Insight Inc. (2007) 

and Hanane (2020), in which indicated that Finnish customers are more appealing 

to domestic brands.  

Potential challenges for Korean cosmetics products in Finland: The findings 

agreed with Ajzen & Fishbein (1977) in their study indicating that prior knowledge 

regarding products is crucial during the process of customers’ attitudes formation. 

The result showed that the respondents who lack previous sufficient knowledge and 

experience in Korean beauty products are uncertain about the quality and hence do 

not hold strong positive attitudes and interests for future purchases. Furthermore, 

the questionnaire results also aligned with the findings from Argyriou & Melewar 

(2021) about the significance of personal past experiences in forming attitudes 

towards products. Some respondents expressed low interest in unfamiliar products 

since they have been using Finnish, European, and American brands for a long time 

or since they have already found the most suitable products for their skins. 

Feasibility of the market for Korean cosmetics products: Overall, the positive 

attitudes and future purchasing intentions for Korean cosmetics products are 

moderately stronger than the negative ones, thereby confirming the feasibility of 

profitability of these products after importing to Finland. Though the interests and 

demands from local customers for Korean beauty products were not enormous as 

initial thought, Finland remains as the potential market for imported Korean natural 

cosmetics products. Specifically, affordable prices of Korean beauty products could 

be utilized as the key element to induce and make the products more appealing to 

the customers since the research found that price is considered the most significant 

factor influencing purchasing patterns and intentions and that a large half of the 

respondents in question 11 (see appendix 3) hold positive attitudes to the postulated 

sample prices. Furthermore, as the results also suggested that products from 

Skin&Lab and COSRX appeal the most to the respondents who hold positive 

intentions in purchasing Korean cosmetics products, company X is advised to 

import a relatively larger number of products from these brands. There were some 

respondents who indicated no recognition or awareness about Korean cosmetics 

products as well as the place of distribution. Hence, the use of effective marketing 



  

techniques and strategies should also be employed by company X to ensure that 

potential customers have sufficient sources to acquire knowledge and to increase 

awareness about Korean natural cosmetics products. 

4.2 IMPORT TRANSACTION 

This section presents to reader with the necessary activities within an import phase 

to Finland.  

 

Figure 10. The import transaction for company X. 

4.2.1 Wholesale purchasing 

Q-Depot has designed specific order sheet for wholesale customers, which can be 

filled and easily uploaded online. Company X should make a purchase with the 

minimum amount of $500 in order to be eligible for the wholesale discounts. Below 

Paying the duty customs fee and taking the possession of the goods. 

Submitting custom clearance when the consignment arrives in Finland. 

As Q-Depot's carrer partner delivers the consignment, company X would 
receive the necessary documents for custom clearance (Commercial Invoice, 

Certificate of Origin, Packing List, Bill of Lading, Airway Bill, etc.)

Making an in-advance payment according to request from Q-Depot (50% of the 
total order value).

Drafting a sales contract. 

Communicating and agreeing with Q-Depot on the tasks of the Responsible 
Person and Supplier according to the EU regulations, the delivery term 

(incoterm), mode of transport, the common language used in sales contract and 
the common laws. 

Receiving the product samples from Q-Depot. If found acceptable, company X 
then makes a wholesale order with Q-Depot.



   

is an example of the wholesaling purchase order sheet of numerous natural and 

cruelty-free Korean cosmetics products: 

Table 3. Sample wholesale order sheet. 

Name of the 

product 

Barcode Number 

of psc. 

ordered 

Total 

weight 

Retail 

price 

Wholesale 

price 

Skin & Lab K-

Plus Red X 

Moisturizer 

30ml 

8809292441

919 

30 1.5 kg $463.4 $221 

Skin & Lab 

Glacial Clay 

Facial Mask 

8809348119

496 

50  5 kg $818.1 $390 

 

COSRX AC 

Collection 

Calming Foam 

Cleanser 

150ml 

8809598450

547 

50 7.5 kg 

 

$590 $372 

Promotion 

COSRX Set 

Find Your Go 

to Toner RX 

Brightening / 

ABC Toner 

150ml + 

Hydrium 

Toner 30ml + 

N.A 12 10 kg $163 $103.09 



  

Propolis Toner 

30ml 

COSRX 

Refresh 

AHA/BHA 

Vitamin C 

Daily Toner 

50ml 

8809598450

844 

48 2.4 kg $261 $164.95 

Benton Snail 

Bee High 

Content 

Lotion 120ml 

8809540510

152 

50 10 kg $928.5 $496.3 

Benton Snail 

Bee High 

Content Mask 

Pack 1ea 

8809242275

519 

50 1 kg $119.05 $63.64 

Purito Pure 

Vitamin C 

Serum 60 ml 

8809563100

293 

12 1.2 kg $205.4 $126.2 

Purito 

Unscented 

Recovery 

Cream 50 ml 

8809563100

408 

24 1.8 kg $423.7 $260.4 

Total:  326 psc.  40.4 

kg 

$3972.1 $2197.58 

 



   

The estimated retail price for the aforementioned order is approximately $3972.1 

while the wholesale price is estimated to be only $2197.58 or €1906, which has a 

discount rate of approximately 44%. 

4.2.2 Communicating and agreeing on tasks between parties 

As aforementioned, the second stage of import cycle requires attentive cooperation 

and close alignment between the importer – company X and the supplier – Q-Depot. 

Hence, it is significant for two parties involved to discuss about the tasks undertaken 

during the stage. Company X should contact Q-Depot, either through emails or 

social media platforms, to inform about the tasks of Responsible Person (company 

X) and distributor (Q-Depot) as well as the crucial laws involved – EC 1223/2009 

for enhanced preparations and reducing unfavourable possible mistakes. 

In the guide to What You Need to Know About Supplying Cosmetic Products on the 

EU Market by CTPA (The Cosmetic Toiletry and Perfumery Association), there 

are two significant defined roles during the importing and placing the product on 

the Community Market process: A Responsible Person (RP) – which is the EU/EEA 

importer, company X in this case – is responsible for ensuring that the products 

comply with the regulations, submitting the product registration on CPNP 

(Cosmetic Product Notification Portal) database, co-operating with the authorities, 

and for preparing the PIF (Product Information File) (CTPA, 2021; TUKES, 2021). 

A Distributor, Q-Depot company supplying the cosmetics in this case (Article 2 of 

EU No 1223/2009), is required to fulfill the regulations under Article 6 of EU No 

1223/2009, such as verifying the RP, the batch number, and the ingredients on the 

products; ensuring that the labelling is in Finnish and Swedish as well; taking 

appropriate measurements in any suspect of non-compliance circumstances; and 

co-operating with the authorities – Tulli, TUKES (CTPA, 2021; TUKES, 2021). 

In mid-October 2017, the Finnish Customs, which is responsible for supervising the 

imports of cosmetics outside the EU/EEA, published an article stating that nearly 

half of the imported cosmetic products to Finland are not fully compliant with the 

cosmetic regulation EC 1223/2009 or 492/2013 and hence are subjected to be 

rejected. Therefore, company X must take into consideration significant principles 



  

of EC No 1223/2009 beforehand and inform Q-Depot about such information to 

avoid non-compliance activities leading to the rejection of the merchandise. These 

considerations include: 

1. Ingredients: The ingredients or substances used in the cosmetics must not 

fall into the lists of prohibited (under Annex II of the EC 1223/2009) or 

restricted (under Annex III of the regulation) substances. The manufacturer 

and the Responsible Person must have appropriate evidence and data to 

ensure the safety of the final product in accordance with the standards and 

regulations of EU.  

2. Good Manufacturing Practice (GMP): Products are manufactured in a clean 

environment and do not lead to contamination in or after production. 

Manufacturers are presumed compliant if abiding by the International 

Standard Organization (ISO) Guidelines on Manufacturing Practice ISO 

22716 or equivalent GMP to the ISO 222716 Guidelines. 

3. Safety Assessment: Each cosmetic product before entering the Consumer 

Market must go through a safety assessment performed by a qualified 

professional Safety Assessor; the assessment can be in house or if not, then 

be performed by a qualified third party. 

4. Labeling: The labelling requirements for cosmetics must be compliant with 

the requirements under Article 19 of the EC 1223/2009: 

Table 4. Labelling requirements for imported cosmetics under Article 19 of EC 

No 1223/2009. (Source: CTPA 2021). 

Cosmetics 

Regulation 

Labelling Requirement Container 

(a bottle or 

a jar, etc.) 

Packaging 

(a carton, a 

box, etc.) 

19.1 (a) EU Address of the Responsible 

Person. 

Yes. Yes. 

 

19.1 (a) Country of Origin. Yes. Yes. 



   

  

19.1 (b) 

 

Declared quantity of contents. Yes. 

 

Yes. 

 

19.1 (c) 

 

Date of minimum durability. Yes. 

 

Yes. 

 

19.1 (c) 

 

Period After Opening (PAO). Yes. 

 

Yes. 

 

19.1 (d) 

 

Warning statements and precautionary 

information. 

Yes. 

 

Yes. 

 

19.1 (e) 

 

Batch code. Yes. 

 

Yes. 

 

19.1 (f) 

 

Function of the product. Declaration 

of the ingredients. 

Yes. 

 

Yes. 

 

19.1 (g) 

 

Declaration of the ingredients.  No. 

 

Yes. 

 

 

The ingredient labelling must use the common name – the INCI 

(International Nomenclature of Cosmetic Ingredients) name in accordance 

with the Commision Decision (EU) 2019/701 (Official Journal of European 

Union, 2020); alternatives for INCI name include the International 

Cosmetic Ingredient Dictionary published by PCPC (Personal Care 

Products Council), the chemical name, European Pharmacopoeia name, 

International Non-Proprietary name by WHO, EINECS, IUPAC or CAS 



  

identification reference. Coloring agents are eligible to list using Color 

Index (CI) number. Furthermore, TUKES (Finnish Safety and Chemical 

Agency) stated that the Responsible Person would be responsible for 

preparing the required labelling in Finnish and Swedish as well. 

5. Claims: Any claims made for cosmetic products must be compliant with 

Article 20 of EC 1223/2009 using the Six Common Criteria (Legal 

compliance, Truthfulness, Evidential Support, Honesty, Fairness, and 

Informed Decision Making) for Justification of Claims published in 

Commission Regulations (EU) 655/2013. The Natural and Organic terms 

are not defined in the Cosmetics Regulation and hence there is no legal pre-

defined requirement for such claims. However, individual(s) and 

organization(s) must not use false claims to mislead consumers and all 

claims must be compliant with the common criteria under ISO 16128 

(CTPA, 2021). 

Apart from tasks aforementioned, company X and Q-Deport should agree on a 

variety of principles and terms included in the sales contract such as mode of 

transport, the delivery term, the applicable laws and regulations governed the 

contract, and the common language used in various documents, etc.  

Mode of transport: While Q-Depot offers various modes of transportation such as 

carriage of goods by air, road, or sea, air freight is demonstrated to be the most 

appropriate option. Despite being priced at a higher expense than other modes, the 

delivery of consignment via air cargo is the fastest and most flexible option for 

clients, especially with consolidated air freight and for long-distance delivery.  

 

However, a notable consideration is that the COVID-19 pandemic has led to a 

significantly unfavorable impact on the air freight market due to government 

restrictions, possible lockdown, closures on ports, flights cancelled, and long delays 

than usual. Even though the circumstance under the pandemic is quite 

unpredictable, the air cargo industry is longer under such an intensively adverse 

position as the industry-wide cargo tonne-kilometres increased by 12% in April 



   

2021 when compared to the pre-pandemic level. Furthermore, exports from South 

Korea accelerated by 34% in August 2021 compared to that of last year and overall 

exports to the EU increased by 41.6% (Roh, 2021); Finnish Customs also assure to 

run commercial traffic smoothly as usual (Finnish Customs, 2021). Hence, air 

transportation remains the most suitable selection for the case of company X’s 

importation, especially when taking into consideration that the consignment would 

arrive in 3 to 5 business days through air freight (Q-Depot, 2021). The agreed carrier 

is DHL due to its high reputation as a global logistics leader and fast delivery time.  

Incoterms: Incoterms or International Commercial Terms are a set of 11 widely 

used terms defined and published by Chamber of Commerce. The incoterms play 

such a significant role due to the wide acceptance by authorities worldwide and 

clearly stating the roles and responsibilities of the seller and the purchaser. In the 

case of company X, CIP – Carriage and Insurance Paid to Place is the most 

appropriate option. Under CIP incoterm, Q-Depot would deliver the consignment 

to the carrier nominated by Q-Depot at an agreed place and Q-Depot bears all the 

related risks until the goods are handed over to the carrier. Q-Depot is also 

responsible for drafting the contract with the carrier, paying the transportation costs 

and obtaining an insurance contract (Institute Cargo Clause A) with a minimum 

cover of 110% the value of the consignment (Chamber of Commerce, 2020). The 

purchaser, company X, takes over the risk of damage or loss when the goods are 

passed to the carrier and undertakes tasks such as unloading the consignment at the 

destination and paying necessary customs duties and import taxes. 

Method of payment: Q-Depot offers a variety of payment options such as through 

bank transfer, PayPal, TransferWise, Western Union, and MoneyGram. Regarding 

the payment term, Q-Depot stipulates that half of the order value must be paid in 

advance (within 10 days) as the deposit and the remaining half would be paid when 

the consignment is ready to be delivered. In this case, TransferWise is perceived as 

the most suitable option as it offers quite lower exchange rates compared to those 

offered by the banks while ensuring the convenience of online payment; the transfer 

cost on TransferWise is remarkably low as well, with only 30.2 EUR fee for a 

transfer of 5000 EUR.  



  

Q-Depot only accepts payment in KRW (Korean Won), USD (United States 

Dollar), and HKD (Hong Kong Dollar) for international orders. Therefore, to 

mitigate the currency risk that occurred due to currency exchange rate fluctuations, 

it is advisable for company X to consider putting a large amount of deposit into the 

wholesaler account to Q-Depot at one time when the exchange rate is quite low and 

keep it as credit to use in the future, thereby reducing the amount of exchange costs 

and mitigating the severity of exchange rate fluctuations in the future. 

The common language: With two parties from different countries involved, it is 

vital to have a common language in the contract and other trade documents to 

minimize unnecessary misunderstandings. English remains as the most appropriate 

choice as both parties possess a high level of proficiency in and English is also the 

language accepted by the government, authorities, and the Customs of two countries 

involved.  

The applicable law governed in the contract: The parties should agree in advance 

which rules and laws to be followed and governed in the contract. The applicable 

law should be the EU laws as it expresses and indicates a strong bargaining and 

protecting position for company X (Seyoum, 2008).  

Dispute handling: In the event of any dispute, company X must contact and report 

to Q-Depot about the related issues and problems within three months of the 

transaction time (Q-Depot, 2021). 

4.2.3 International Sales Contract 

After communicating and agreeing on different terms and clauses above, it is crucial 

for company X and Q-Depot to prepare a well-drafted sales contract, which 

indicates the responsibilities of both parties, to ensure the success of the importation 

and to minimize the presence of unwanted risks or conflicts. It is the agreement 

between the supplier and the overseas customer for the specific purchase and other 

activities within the import transaction. A typical international sales contract should 

include the details of products sold, the standards of performance and quality to be 

met, the scope of work, the pre-defined purchase payment and delivery terms above, 



   

the scope regarding the inspection of goods and rejection, shifting the risk of loss 

or damage as defined in the incoterm chosen, force majeure clauses – excusable 

delays, termination, disclaimer of warranties, limitation of liability, severability, 

waiver stipulated by Q-Depot, remedies and legal fees, governing law and 

jurisdiction – EU laws and the legal and binding agreement (Seyoum, 2008). 

4.2.4 Deposit to Q-Depot 

At this stage, half of the order value payment should be made in 10 days, from when 

the purchase request is submitted, by company X as the deposit to Q-Depot and the 

remaining along with the shipping fee would be paid when the consignment is ready 

to be delivered to a third-party carrier. Once Q-Depot finishes preparing the 

imported products and a final commercial invoice is issued, company X is required 

to make the final payment within two months or entailing the risk of losing the pre-

paid deposit.  

4.2.5 Receiving the commercial documents and submitting a customs 

declaration 

After the consignment is delivered, company X would then receive a variety of 

crucial commercial documents for customs declaration and business purposes, such 

as Commercial Invoice, Bill of Lading, Packing List, Certificate of Origin, etc. 

Regarding the number of required documents to be prepared and submitted to the 

Finnish Customs, the author had sought advice from Finnish Customs authorities 

through the interview. The Finnish Customs stated that only the Commercial 

Invoice and Arrival of Notice from responsible transport company are mandatory 

while other commercial documents and certificates could be presented though not 

mandatory. Furthermore, the Finnish Customs authorities suggested import 

businesses in Finland generally, company X in this case particularly, use the 

Invoice and Origin declarations document, which is a simplified alternative to 

Certificate of Origin while containing the same information in Commercial Invoice, 

upon imports from South Korea. In other words, the Certificate of Origin to be 

eligible for preferential tariff treatment in accordance with the EU-South Korea 

FTA is usually written in the same Commercial Invoice, using the template below.  



  

“The exporter of the products covered by this document (customs authorization 

No ........... ( 1 )) declares that, except where otherwise clearly indicated, these 

products are of .......................................... ( 2 ) preferential origin. 

...................................................................................................... ( 3 ) 

(Place and date) 

..................................................................................................... ( 4 ) 

(Exporter’s signature with an added clarification of signature) 

___________ 

(1) When the declaration is submitted by an approved exporter, the customs 

authorization number is mandatory for the consignment with a value of over 6000 

EUR. An authorization number is not mandatory for shipment under 6000 EUR in 

value or when the declaration is not submitted by an approved exporter and hence 

the words in brackets shall be left blank or be omitted. 

(2) The origin of products must be clearly indicated. 

(3) The section might be omitted if the information is already contained elsewhere 

in the document itself. 

(4) When the exporter is not required to sign, an exemption from signing implies 

an exemption from the obligation to indicate the name of signatory.” (Official 

Journal of European Union L 54, 2013; Finnish Customs, 2021). 

The Invoice and Origin declarations shall be prepared and signed by the exporter 

– Q-Depot and hence company X is responsible for notifying Q-Depot company 

in advance to ensure that the document is well-prepared.  

Regarding the next task of company X within this stage, a customs clearance is 

required. When the consignment arrives in the territory of Finland, it is not located 

in Finnish Customs’ facility but in the warehouse of Posti or other transporting 

companies. Company X would be then informed by the responsible transporting 



   

company about such event – “Lähetys on Tullissa” (the consignment is in the 

Customs) or “Held by Customs” – and notified a need for a customs clearance 

submission. The submission can be made either using E-Services for businesses on 

Finnish Customs website (Customs Clearance Services) free of charge and at any 

convenient time; using message declaration; or using the SAD Form. The author 

suggests the usage of Customs Clearance Services as it remains the most simplified 

and convenient option. Company X can easily login to the E-Services 

(https://asiointi.tulli.fi/asiointipalvelu/ext-auth/warehousing?lang=en) using 

Finnish Business identification and undertakes several steps below to lodge a new 

custom declaration: 

 

Figure 11. Instructions for creating a new declaration via the Customs Clearance 

Service. (Source: Tulli.fi, 2021). 

4.2.6 Paying import taxes (Customs duty & VAT) 

Since July 1st, 2021, every item imported from outside the territory of the 

European Union must be declared and the importer is obligated to pay VAT and 

customs duties, if applicable, for such items. As mentioned in the “Prior to Import 

Transaction” sub-section, zero customs duty fee is levied on the cosmetics 

products imported from South Korea, under the regulation R2261/98 (C103) and 

Selecting "New 
Declaration".

Choosing the type of 
declaration: Import.

Choosing the country of 
consignment dispatched: KR 

- South Korea.  

Selecting the customs 
procedures: 40 - Release for 

free circulation.

Entering Arrival ID and 
choosing DHL as the 
responsible transport 

company.

Proceeding to Customs 
Clearance.

Entering Identification 
Number, basic informtion 

about trade reference, 
information about parties. 

Looking up for the names of 
the goods. If not found, 

providing the commodity 
code. 

Providing necessary 
documents for declaration: 

Commercial Invoice, 
Airway Bill, Bill of Lading, 

Certificate of Origin.



  

D0265/11. However, company X is obligated to pay import VAT (24%) under the 

Value Added Tax Act – Q1501/93 (P305) using the formula below:  

 

The estimated transportation fee from DHL Korea for package weighed at 40.4 kg 

to Finland (Zone 6) is 735,728 KRW or 538 EUR (see appendix 1 and 2 for DHL 

Korea shipping rates). 

According to the latest information from Finnish Customs, Posti’s handling fee – 

€2.9 per item – is applicable to goods delivered from a non-EU country, which 

requires customs clearance procedures, and company X is obligated to pay such 

fee within 20 days from the arrival date. Since the consignment is quite heavy, it 

seems more appropriate to divide the consignment at least into two boxes, which 

results in a Posti’s handling fee of €5.8 (Posti, 2021). Such payment could be 

made on OmaPosti – Posti's digital services using Posti username and Finnish 

Business ID.  

In relation to the information that the value of consignment is €1906 and the 

delivery as well as Posti’s handling fee as aforementioned, the import VAT for the 



   

consignment, in this case, is estimated at €587.95 and hence the total purchase of 

the consignment costs €3037.75. 

 

Figure 12. Finnish Customs’ calculation for VAT and Customs duty to be paid. 

(Source: Tulli.fi, 2021). 

Since the customs duty is 0, company X is not liable to any payment to Customs 

authorities. The customs clearance is complete and company X is entitled to take 

possession of the imported goods as soon as the Posti's handling fee is paid and 

Finnish Customs authorities generate a so-called Release Decision (Finnish 

Customs, 2021). 

Regarding the amount of importation VAT, since January 1st, 2018, the scope of 

Customs competence regarding import VAT was significantly changed – the 

payment for importation VAT was transferred from Finnish Customs to the Tax 

Administration in the case where (1) the importer is a Finnish VAT payer, whom 

could be found in the Finnish VAT Register system, and (2) the importer is a 

business trader and the goods are used for reselling and other business purposes. 

In other words, company X, the importer in the customs clearance, is liable to pay 

such VAT to the Tax Administration, not to the Finnish Customs. Since VAT is a 

self-assessed tax, company X is responsible for reporting the amount of VAT on 



  

importation in MyTax – a digital service of Tax Administration in Finland. The 

information reported must be consistent with the date of the first decision on 

customs clearance and the amount of VAT along with tax return basis must be 

filled under “Imports of goods from outside the EU” and “Tax on import of goods 

from outside the EU” sections. The payment for import VAT can be made in 

MyTax, using Finnish Business ID company X to login (Tax Administration, 

2021). 

In conclusion, the payment made by the importer – company X within this stage 

could be divided into three categories, as shown in the figure below: 

 

Figure 13. Payment to be made by company X during customs clearance process. 

4.3 POST IMPORT TRANSACTION 

Perceived as the most onerous stage with the involvement of three parties – 

Company X, Finnish Customs, and the Government, the final stage of the Import 

Cycle is in which the liquidation takes place. Finnish Customs during this stage 

would review and validate the amount of consignment value and the customs duties 

& VAT paid. If there are any consistencies and mistakes found, Finnish Customs 

would then inform company X about such event and request additional duties 

payment to be made providing that adequate evidence shows that the prior payment 

is not enough. 



   

Company X, during this stage, is also eligible to apply for revision of a customs 

clearance decision issued by Finnish Customs or even lodge an appeal with Helsinki 

Administrative Court at its own expense. The application for revision is appropriate 

if company X has adequate evidence provided (1) that Finnish Customs had charged 

an overcharged amount of customs duties and VAT, (2) that the products are faulty 

and not subject to the quality requirements in the contract, that the Finnish Customs 

had made errors in the decision, or (3) that the customs debt was incurred (under 

exceptional circumstances). A devised decision against Finnish Customs can be 

made using the same E-Services – Customs Clearance Services with message 

FI439A – Free Form Contract or with contact in the E-Services using reason code 

“001 - request for amendments”. In the case in which the products are found faulty 

and do not meet the requirements in the contract, an application for revision must 

be made within one year. On the other hand, if company X finds an error made by 

Finnish Customs or believes the amount charged exceeded the correct one, a revised 

application should be submitted within three years from the date of decision 

(Finnish Customs, 2021; EU No 952/2013; Commission Delegated Regulation EU 

2015/2446; Commission Implementing Regulation EU 2015/2447).  

In the case that there is no request for revision made from company X or Finnish 

Customs, it is advisable for company X to review the importing process and its 

performance to acknowledge what could have been improved and what should be 

continued in the next transaction. Recognizing positive achievements and admitting 

mistakes previously made play such a significant role in continuous improvement, 

which is the backbone of long-term success for business activities.  



  

5 CONCLUSION 

The research examined the detailed process of importing South Korean cosmetics 

products to Finland, from the perspective of a Finnish import business – company 

X.  

Korean cosmetics products – the import product within the study – have 

experienced high demands and interest from international customers in recent years 

due to the growing popularity, innovative ingredients, and affordable prices. The 

Q-Depot company, a leading Korean cosmetics supplier, had been chosen as the 

supplier for the study due to the high reputation, short lead-time, multiple delivery 

carrier partners, and high discount rate for wholesale customers. Since the 

commodity code appears in multiple commercial trading documents as well as in 

the customs clearance process, the method of classifying such code was provided. 

Furthermore, the audience would gain an in-depth understanding of the Finnish 

market through the analysis of the PESTEL framework and the attitudes together 

with purchasing intentions of a number of Finnish cosmetics customers, thereby 

assessing the feasibility of Korean cosmetics products in Finland.  

Finland has benefited from a stable and secure political environment, a dynamic 

economy with a steady annual growth rate and the Finnish cosmetics industry has 

demonstrated an enormous feasibility for future development and prosperity, 

contributing to a healthy environment for business growth and a high purchasing 

power from local inhabitants. Furthermore, the free-trade agreement between the 

EU and South Korea has eliminated customs duties on pharmaceutical and 

cosmetics products and simplified the customs procedures for company X. The 

Finnish Customs is also continuously working to ensure that trade activities 

between Finland and South Korea proceed smoothly despite the undesirable effects 

and consequences of the COVID-19 pandemic. 

The European Union in general and Finnish Customs have moderately strict 

requirements for imported cosmetics products from outside EU countries to ensure 

the highest level of customer safety. Hence, the research also presented different 

crucial regulations and requirements for importing cosmetics products to Europe 



   

for sales purposes, such as the relevant principles and scopes under regulation EC 

1223/2009, the labelling requirements for imported cosmetics products, and the 

tasks performed by the Responsible Person and the Supplier. As an international 

sales contract is such a significant aspect of the trading, general terms and scopes 

within such contract between company X and Q-Depot were also discussed and 

highlighted. Meanwhile, a set of necessary documents submitted in the customs 

clearance process using E-Services of Finnish Customs and the method of 

calculating import taxes and payment instructions were also provided to ensure the 

compliance to the requirements while reducing expenses by not paying for third-

party agents to clear the consignment.  

Therefore, the research has fulfilled the objective and is eligible to consider as a 

guide for Finnish import businesses which consider the importation of cosmetics 

products from a non-EU country in the future.  

Recommendation for company X: 

Though the global popularity of South Korean cosmetics products has been growing 

at an immense level, the interest of these products in Finland as well as the 

purchasing intentions from local cosmetics customers has not been remarkably 

large since Finns are more appealing to local cosmetics brands. While the study has 

demonstrated a relatively high feasibility for Korean cosmetics products, after 

importation, to draw sales and profitability for company X, company X should 

make a substantial effort to eliminate the hesitations of Finnish potential customers 

in making purchasing decisions; these hesitations include the unreliability of the 

quality, limited range of different products, product unfamiliarity, and uncertainty 

in the place of selling. For example, in the future, company X is encouraged to 

invest more in marketing strategies to familiarize targeted local customers with the 

products and to make the distribution channels clearer for customers to select. 

Furthermore, giving-away sample promotions are considered important strategies 

to ensure potential customers about the quality of the products.  
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APPENDIX 3. Questions and answers from the online survey 

 
 



  

 
 

 
 

 
 



   

 
 

 
 

 
 



  

 
 

 
 

 
 



   

 
 

 
 

 

 

 

 

 

 



  

APPENDIX 4. Interview questions with Finnish Customs authorities (1) 
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