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What is CIES — The Food Business Forum ?

CIES - The Food Business Forum is the only independent global food business network. It serves the
CEOs and senior management of 175 retailer and 175 supplier member companies, and their
subsidiaries, in over 150 countties.

CIES retailer members alone generate over $2,000 billion, employ 4.5 million people and operate close to
600,000 stores representing a total sales area of 160 million square metres.

CIES has been growing with the food business for over 50 years. Its strength lies in the active
commitment of its member companies and its privileged access to key industry players.

With its headquarters in Paris and its regional offices in Washington, D.C. and Singapore, CIES — The
Food Business Forum serves its members throughout the world. In China CIES works in partnership
with the China Chain Store & Franchise Association and in Japan with the Japan Chain Store
Association.

CIES Mission :
e to provide a platform for knowledge-exchange, thought-leadership and networking and

e to facilitate the development of positions and tools on key strategic and practical issues affecting
the industry.

CIES Products include international management programmes, newsletters and studies as well as tailor-
made member services.

Each programme is headed by a retailer-led committee or a task force whose role is to identify top-of-
mind issues.

Current programmes are The World Food Business Summit, Future Leaders, Marketing, IT, Supply
Chain, Food Safety & Food Business 7z Society.

The CIES FLP Mission Statement

The Mission Statement of the CIES Future Leaders Programme is to provide the structure for potential
senior managers in the food business to gain knowledge from shared experiences. The programme is
designed for future leaders who are considered by their companies to have the potential to become part
of senior management.

The Future Leaders Programme consists of:

1. An Annual Congress held in autumn concentrating on general management and operational issues
involving interactive debates, delegates’ participation and presentations. The 2005 Annual Congress
will take place in Barcelona, Spain.

2. A strategic "Breakthrough" Module usually each Spring by invitation only.

3. Studies on key industry issues run on member companies for the member companies’ benefit.
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Conference Quotes

“Don’t fight fire with fire, fight fire with water!”
Kevin Coupe, “Content Guy”, MorningNewsBeat.com, USA

“Return on capital is the judge and consumers are the jury.”
Mark Husson, Managing Director, Global Retailing Analysts, HSBC Securities inc.,
USA

“There has never been a time in our industry when price has been more
important.”

Gordon R. Campbell, CEO, SPAR International

“The biggest competitor of food retailing is the mobile phone.”
Léon Salto, ex-CEQ Printemps Department Stores, & ex-CEO Carrefour, France

“A lot of companies hire without knowing what they want.”

Victoria Davies, Deputy Managing Director, TBW.A\London

“Everything you need is already within you and your people.”
David Taylor, Author of “The Naked Leader”
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Conference Conclusions

Differentiation. Putting into practice a differentiated positioning 1s not easy,
since you have got to satisfy consumers, adapt to fast-moving competition and
make a return on investment. But in today’s retail landscape, companies have
to move away from the middle ground and choose which of consumers’
multiple needs they want to target.

Surviving in Spain. The Spanish market is both highly specific and
representative of wider competitive issues. Like elsewhere in Europe,
discounters are putting pressure on standard supermarkets and hypermarkets,
but through a ‘soft discount’ approach that is tailored to the diet and shopping
habits of Spanish consumers.

The people advantage. When so much of strategy can be copied by
competitors, companies have to concentrate on people qualities. To hire the
right personalities, organisations need to be clear about their own core
principles and beliefs. This means that leaders individually have to demonstrate
a clear point of view and communicate this with conviction on a daily basts.
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Families of genes: there are three types of commerce gene: the craftsman, who has a unique supplier
and offers very good service; the logistician, who doesn’t care what he sells as long as it is cheap; and the
medium, who creates an environment, not a product.

Survival strategies: the gene has to have the motivation of profit. It can make a profit in one of three
ways: product differentiation, location or price premium supported by merchandising and promotions.

Transaction with other genes: the gene forms part of a transaction equation; it creates pleasure (either
through the senses or the intellect) in return for receiving the buying power of the customer.

The vulnerability of the gene: risks include the domination of systems over staff (who create a ‘living
space’ in commerce); the loss of knowledge; and a failure to understand the underlying reasons of the
success of the business.

Off-balance-sheet items: fair trade usually comes at the end of company annual reports, while relief aid
is often threatened by corruption and mismanagement. But there are examples of sustainable
development: in Ethiopia, Paolo Pellizzari met a drinks vendor in the desert who helped him find his way
rather than just selling him a drink. This shows how you can go beyond the cash register to create a
community with your customer.

Q&A

Translating the idea of the gene to retail chains, Paolo Pellizzari stressed the need for each company to
define its own genetic code. Once you have found out what your business’ gene is, you will understand
what is process and what is human life. Systems allow a retailer to duplicate what has been done in one
store or country, but if you remove human life from stores, you are threatening the genes, he warned.

OPERATIONAL SESSION

The Spanish Retail Scene

Santiago Seage, Partner, McKinsey and Co., Madrid

Spanish retailing is growing fast, supported by good growth in GDP and
consumer spending. It now has an equivalent level of consolidation to other big
Western markets, following a period of acquisitions and organic growth by the big
players. In terms of formats, supermarkets have been growing at the expense of
traditional retailers and hypermarkets, whose expansion has been slowed by
planning regulations. The main driver of supermarket growth has been the ‘soft
discount” approach used by Mercadona and Dia. These ‘Latin discounters’ lie in between a traditional
supermarket and a hard discount store, offering an efficient range with a price focus.

Santiago Seage also summarised some characteristics of Spanish consumers in relation to food:

o We eat differently: there are four meal times in Spain, with an early or late breakfast followed by a three-
course lunch, a snack (“merienda”) at 6pm and dinner at 9-10pm.

o We cook ourselves: a much larger percentage of households do their own cooking than in other
countries. Housewives often do the cooking on weekdays for the immediate family, while the
extended family gets together for traditional meals at the weekend.

o Ingredients matter. ham and fresh fish are particularly important.

o Holidays and seasons influence onr bebaviour: in addition to the main seasonal holidays, there are more than
25,000 fiestas in Spain, involving a variety of regional specialities.
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Store Visits Feedback

James Naylor, Ewuropean Retail Practice Manager, McKinsey and Co., London, & Santiago Seage, Partner,
McKinsey and Co., Madrid

Introduction:

The FLP Store Visits Programme covered four outlets located in Barcelona:

Caprabo: The full service supermarket operator based in Catalonia that has expanded to become a
national player and entrant into the hypermarket segment.

Mercadona: Spain’s fast-growing neighbourhood supermarket chain uses an EDLP formula covering
both national brands and private label.
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La Boqueria, Barcelona’s famous fresh market and your opportunity to see and understand the best in
Mediterranean merchandising.

The five Spanish consumer profiles:

FLP delegates were divided into groups and asked to analyse the four stores through the eyes of one of
five households. The objective of the store visits was to understand the consumer’s perspective
rather than give a retail executive’s view. The five consumer profiles were based on real families
who were interviewed by McKinsey. To help the delegates understand these local shoppers, McKinsey
shared video footage of the consumers in their homes, including interviews and shots of the food stored
in their kitchen. The five consumer profiles were summarised as follows:

THE YOUNG FAMILY

Housing ﬂu l-f“”j Luis and Juani live in a 50m2 apartment in the suburbs of Barcelona
[ / /
i) 1
“/\

V#ﬂ Both Luis and Juani are working — Luis is a security guard and Juani now

¥ concentrates on managing the household

N

Earnings ‘ Between them, Luis and Juani are earning around €25,000 a year

L] Principal items in the household budget are their mortgage payments,
childcare, food and clothing

y Mostly local — going for a walk downtown, visiting the mall and seeing
I their friends

Vacations ? Both sets of parents live elsewhere in the country, so that makes for a

Jobs

o

p
Expenditure

Leisure

low cost vacation. Last year they had a week by the sea as well

Vehicles One Opel Zafira (four years old)

kindergarten five mornings a week

LU

Children %% Sara is 8 years old, Luis is 3 and the baby just 8 months. Luis goes to
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THE ESTABLISHED FAMILY

Housing 4“7“\"7“\”/\ David and Mili live in a 110m?2 flat in the city centre
|LoLeld

David is the IT Manager in a large company. Mili has quite a
demanding part time job as a research manager

Jobs

7 L

N
ROA
N

XL

Eamings Between them, David and Mili are earning around €90.000 a year

o

( Expenditure luu B They own the house in Barcelona outright, but are now repaying a loan for

purchasing and redeveloping their second home in the north. David has a
weakness for high-end electronics

Leisure @ David prefers not to cook at home unless strictly necessary. They both

enjoy evenings out at the theatre (leaving their children to study)
Vacations *

Vehicles

Mili tries to spend most of the summer in their second home with
their children, with David joining for some of the time

Both cars are just over a year old: David's Toyota Land Cruiser and
Mili's Seat Leon. David normally uses his motorcycle to get around
in Barcelona (he has a Honda)

Children Mili is determined that both Pau (15) and Alex (13) keep up their
N <
>4

o

music lessons and take additional English classes — but Pau
prefers rock guitar and Alex playing football with her friends

L

e

THE YOUNG PROFESSIONALS

Housing /n;'N' -/’T‘”- Daniel and Beatriz are living in a small apartment 70m?2 near the
: ‘I centre of Barcelona
f o loly
Jobs V\’! Daniel is working as a nurse at the Hospital Vall Hebron and has his own

N
~
o

business and Beatriz is working in the logistics department at a global
packaged goods company

Earnings ' Between them, Daniel and Beatriz are earning €70,000 a year.

>

starting a family - Daniel and Beatriz still spend significantly on mortgage

( Expenditure w Although they have started to save more seriously — they’re thinking of

and leisure

Leisure Daniel and Beatriz are dedicated to fine dining (one reason they chose
] to stay in Barcelona) as well as spending time with their friends

) Exploration and education dominate: last year they managed six weekend
Vacations breaks as well as visiting Egypt and Minorca

Vehicles @They have just bought a new car, a Saab

None as yet, though Beatriz's niece is one of the best-dressed of her
% class at primary school as both Daniel and Beatriz are very fond of her

Children

AU
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THE RETIRED COUPLE

ﬂ“ A, Quim and Antonia are still living in their 150m2 house in the centre of

‘ "n' [2],] the city.
/_\

Housing

y &
2
A

Quim usually has a DIY project on the go

Jobs Quim is retired, but used to work for RENFE, the Spanish railways.
/0 Antonia remains a full time housewife
Earnings Taking into account all sources of income and Quim’s RENFE
@ Y| pension, they have about €20,000 a year to live on
( Expenditure b0 They pay relatively low rent, so in addition to food and basic running
costs, the rest goes on healthcare costs — and their grandchildren
Leisure @ Quim and Antonia are enthusiastic members of their local social club.

Vacations Quim and Antonia stay in the city through the summer, but in the autumn they
enjoy the Spanish government’s generous programme of subsidised holidays

for seniors!
Vehicles @A 10 year old Peugeot 505, used principally for shopping
Children a ;’,’g Quim and Antonia have a large family. Once a month they like to
@5”’ %9 have a big family lunch and some weekends Antonia is taking care

LENEHEEE

m  of their grandchildren

E NEW ARRIVALS

=

]

'\I ”s"l Adriana and Gerardo are from Uruguay and are living in a small
[ 1],/ rented flat in the metropolitan area

; Gerardo works as a electrician, while Adriana cleans houses

N

Housing

- =
= ~
I=_:

A

& ¥
XX

Jobs

4
4

Gerardo occasionally supplements his earnings by working privately

Earnings ’ Between them, Gerardo and Adriana are earning around €20,000 a year.

down a deposit for their own place, and try to visit Uruguay every couple of
years

Leisure @ They visit their local park every Sunday, and usually visit a Uruguayan

LT

( Expenditure w Rent and housekeeping come first, but they are saving with a view to putting

restaurant once a weekend just to have some fun

|

Gerardo and Adriana don't get to take any holidays

Vehicles @They do not have a car

Vacations ? Apart from visiting their families in Uruguay every couple of years,

|

~— @
)
Children ., %% Gerardo and Adriana have one child living with them in Barcelona;
[E6 their son is 8 years old. Adriana has two more children from an
~—

earlier marriage who are still living in Uruguay
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Store visits missions
Each team was asked to carry out two missions on behalf of their consumer:

1) Consumer Value Propositions
All delegates were given a five-point card, or pentagram, in order to rate each store according to five key
dimensions:

- Price

- Assortment

- Service

- In-store experience
- Communication

2) Stores and occasions

In the second part of their analysis, the delegate teams were asked to select a best store for their customer
for the following two shopping occasions:

» Weekly shopping

» Tonight’s dinner

Results of delegates’ analysis

1) Consumer Value Propositions

WHERE WE CHOSE FOR WEEKLY SHOPPING

Young Established Young Retired New
family family professionals couple arrivals

(i Team ] Two families * All the The couples * All the Two families
’ choices ‘ chose families divided their couples chose
Carrefour chose shopping chose Mercadona
One family Carrefour between Caprabo One family
chose Carrefour chose
Mercadona and Carrefour
Mercadona

Price, range * Non-food Wide range Wide range Low prices,
factors Proximity to offer of fresh food with clear especially
BE e additional * True one- Authority in communi- on fresh
shops stop grocery key cation basics
Clear shopping categories High service Convenient
assortment  * Parking like wine standards location
structure Proximity to  * Loyalty Clean, clear
additional programme shopping
shops environment
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WHERE WE CHOSE FOR TONIGHT’S DINNER

Young Established Young Retired
family family professionals couple

Team
choices

Key *
factors

In-store experience

All the
families
chose
Mercadona

¢ All the
families
chose
Caprabo

* Premium
quality

* High service
levels in-
store and
via delivery

* Attractive
high quality
ready meals

Speed of
shop

Clear
assortment
Quality of
private label

2) Stores and occasions

HOW ALL OUR CUSTOMERS SAW CAPRABO

¥ Communication
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Two couples °
chose La
Boqueria

One couple
opted for
Mercadona

and Caprabo

Wide range
of fresh food
Speed of
service
Convenient
location

The couples
were split
between
Caprabo
and La
Boqueria

Breadth and
quality in
fresh food
Presentation
standards
High service
levels,
including
advice

Two families
chose La
Boqueria
One family
chose
Caprabo

As before,
low prices
on fresh
basics
Ingredients
from the
home
country
Atmosphere

HOW ALL OUR CUSTOMERS SAW CARREFOUR

Assortment ¢

In-store experience

Service

Lo
Communication




HOW ALL OUR CUSTOMERS SAW LA BOQUERIA HOW ALL OUR CUSTOMERS SAW MERCADONA

Assortment

\ / J

In-store experience In-store experience ———— Communication

Case study: Responding to the discount threat

The brief

You learn that Aldi and Lidl are (hypothetically) mounting an aggressive store opening programme in
Catalonia. You are running a full-service supermarket chain in the area and must quickly decide what
response is appropriate. You have the choice of one of two options:

1. Create a Catalan discount chain.
2. Change your supermarket concept.

Consumer background
To provide further insight into local consumer demand, McKinsey showed video footage of interviews
with the five real-life couples who were the basis for the eatlier consumer profiles.

Shopping frequency/ destination: these varied widely, from the “New Atrivals” that do a big shop at the
weekend but go to La Boqueria for meat, to the “Established Couple” that doesn’t like supermarkets and
prefers to go to traditional outlets.

Good value: nearly all the households stressed value for money as both price and quality.

Own brands: most of the couples thought these were good (even as good as brands), although some
stressed that it depends on the category.

Differentiation factors: the “New Arrivals” cited variety and the “Retired Couple” quality. Two couples
mentioned Mercadona: the “Young Family” because of its quality/value proposition and the “Young
Professionals” because of its easy layout. The “Established Couple” preferred small shops!

Case study feedback

The groups all tended towards option 2, choosing to change their supermarket concept rather than

launch a discount format. One group aimed to be the best local supermarket, marketing itself as “150%

Catalan”. This would involve being a service leader, having the best fresh food and using marketing
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events to make the retailer “the talk of the town”. On price, the group accepted it would be more
expensive than the competition, but suggested joining a buying alliance to get cheaper non-core products.
Another group suggested following the example of Tesco in the UK by developing a low-price range of
500 SKUS on which to compete with Aldi/Lidl. To finance this price effort, the retailer would ask
existing suppliers to lower costs or find new suppliers. At the same time, the supermarket would try to
get shoppers to trade up to higher-margin products through local marketing and sourcing.

Summarising the feedback, Santiago Seage pointed out that the groups had opted either to be totally
different from discount, or to be more value-oriented in a core range while making money on premium
products. Although these are reasonable actions, they face the significant drawbacks: in the first case, the
market for premium shoppers is not that big, while in the second case it is difficult for a local chain to
have a multiple positioning like Tesco. Solutions start with looking at consumer segments, he argued,
because as a local chain you have got to make trade-offs.
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LEADERSHIP SESSION:
Differentiating yourself as a leader / Leaders Mentoring Future Leaders

CIES brought this leadership session to delegates thanks to the sponsorship of

Soe Cetilogs Company

Retail Leadership
Career insights from a top retail executive, spanning mergers and acquisitions,
franchising and international expansion

Léon Salto, ex-CEQO Printemps Department Stores, & ex-CEO Carrefour, France

Léon Salto shared some experiences from his main jobs in retail: chairman &
CEO of variety store chain Prisunic; chairman & CEO of department store chain
Printemps; head of the worldwide Continent hypermarket banner (Promodes
group); and finally CEO of Carrefour France after its merger with Promodes.

— A 3 challenges

®  Prisunic. the challenge was to revive an old chain that was losing money to supermarkets and
hypermarkets. Specifically, the task was to simultaneously cut costs by downsizing the company and
win back customers with an eye-catching marketing strategy. Prisunic succeeded by getting the whole
organisation behind its plan, generating 300 million euros in cash flow that allowed it to acquire mail-
order retailer La Redoute.

®  Printemps: through a project called “Renaissance”, the retailer sought to recreate the excitement that

had been the basis of its success in the past. The flagship store near the Paris opera house was

completely refurbished, with the addition of restaurants, a concert area and an exhibition space that

attracted major collections. The new-look store drew personalities such as Queen Elizabeth and

President Chirac.

o Hypermarkets: With Continent, L.éon Salto was responsible for entering a number of countries, from
China to Romania. Each time, the challenge was to choose the right country, develop an adapted
assortment and recruit teams in a different environment. In France, he was later in charge of the
merger of Carrefour and Promodes, which involved 140,000 employees. The respective banners,
buying groups, I'T systems and employment contracts were all merged over three years without a
single day of strike action.

Mad cow disease

In late 2000, in the midst of its merger with Promodes, Carrefour faced a public crisis after the media
reported that a cow infected with BSE, or mad cow disease, had entered its supply chain. The retailer
received 50,000 calls from consumers on the day the story broke. Although in reality the infected animal
had been identified and prevented from entering the chain, the authorities asked the abattoir to withdraw
all batches containing meat from the same herd as the infected animal. But the product concerned was
hamburgers, which contain meat from several animals. Thanks to its traceability system, Carrefour was
able to identify and withdraw unsold batches. But for the items that were already sold, it faced the
dilemma of whether to launch a recall — and risk creating panic among the public — or do nothing and run
the risk of being held responsible for a future health problem. Despite the huge financial cost, Léon Salto
decided to order a recall of all the items as the only course of action that was ethical and in the long term
interest of the company.

3 adventures
e Hain. At the beginning of the 1980s, Continent was the first retailer to open a store in the world’s
poorest country. But the launch was marred by rioting thousands of people came from the shanty
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towns to try and take the leftovers of the buffet organised for the VIPs, with the police using extreme
violence to repel the crowd. The store was later burned down and never rebuilt.

e  Beirut. Continent also built a store in Beirut just before the outbreak of Lebanon’s civil war. The
outlet was destroyed twice — first by a shell and then by fire — but was rebuilt each time and is still in
operation today.

®  [ndonesia. A first Continent opened in 1998 but shortly afterwards Jakarta was hit by rioting and many
stores were looted. When Wal-Mart decided to sell its four stores, .éon Salto saw an opportunity to
build a leading market position. Carrefour today has many more stores in Indonesia, including one in
Medan that was used to supply US and French troops during the tsunami relief effort.

How to attract and retain top talent?
How an advertising agency’s daring creativity has identified it as an employer of
choice

Victoria Davies, Deputy Managing Director, TBWA\London

1.

Know yourself. Be yourself.

} In every industry, having a point of view is the most important thing. But you
\Jﬂ, L cannot outperform a marketplace if you adhere to conventions. The example of
— Dick Fosbury, who revolutionised the high jump with the “Fosbury Flop” in
1968, shows how you can grow exponentially by doing things differently. This
means using “disruption” to go beyond conventions to create a “market space”
(as opposed to a marketplace). Once you stand for something you can then start a
“cycle of success” in which you attract the best talent and produce the best work.

2. Make sure they know you.

A lot of companies are different but don’t tell others. Advertising is a very competitive industry for
recruitment, so TBWA uses its communication to show it is different, using a lot of humour. There is an
important difference here between telling (i.e. with literature) and showing with what you do.

3. Pick the best.

Skills can be taught in any industry but passion and values can’t. Everything can be copied except people,
so they are our only equity. Yet a lot of companies hire without knowing what they want. You need to
write a brief for every job; TBWA looks for things like “curiosity about the world”, “talent, not ego” and
“guts to hold yourself accountable”.

Q&A

Asked about risks versus mistakes, Victoria Davies argued that the latter are okay if you don’t repeat
them. Disruption is about making a calculated risk where you can; a lot has to do with culture and you
have to translate what disruption is around the world.

Lessons for Leadership: growth in the independent retail sector

Gordon R. Campbell, CEO, SPAR International

Know your business and be decisive

Leadership is very different in each organisation: it is influenced by the
culture and history of the business. A key part of the Spar organisation is
spending time consulting with retailers. An experience with Spar Ireland
provided a lesson for Gordon Campbell in being decisive. Spar had run a
successful promotion whereby customers could claim gifts in return for
collecting stamps. But the retailers complained about having to manage the
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promotion, so Spar stopped it. Sales then fell and the retailers were unhappy again. One store owner told
Gordon Campbell bluntly, “If you’re only going to do what we tell you, why do we need your”

Vision

Vision is not knowing your business now but anticipating what will change in the future. Spar was
founded on the vision that, in the face of competition from chains, independent retailers and wholesalers
could work together to their mutual benefit. Founder Adriaan van Well was the first person to think of
the retailer as a brand, putting a symbol on the storefront and developing private-label products.

3 trends

e Demography. Worldwide, the old now outnumber the young and by 2007 more people will live in
urban than rural areas (in both cases the first time this has happened). At the same time, the world’s
population has grown much faster in recent years, with 1 billion being added during 1987-1999 (cf.
1804-1927 for the previous 1 billion jump). Asia will see the most population growth.

e Global poverty. Extreme poverty is receding, driven by the economic growth of China and India,
although Africa remains a big challenge.

e Environment. We are reaching the limits of the planet’s resources, as shown by the increase in oil
and steel prices, diminished fish stocks and increased traffic congestion.

China, India and Russia

Spar has decided to focus on these markets since they have high growth and a young population. In
China, Spar was identified as a way to support local retailers in the face of rapid consolidation. The
organisation does not bring capital but offers leadership in store design and merchandising. After signing
a first partnership in 2004 with Jia Jia Yue in Shangdong province (three Spar hypermarkets in 2005),
Spar is about to sign agreements in two other provinces. India also offers huge potential, although its
bureaucracy has limited retail development. Spar has partnered with Radhakrishna, opening a first store at
the end of 2004. In Russia, finally, Spar has developed 500-1,000m?* supermarkets.

6 pillars of Spar
e Retail Formats: Spar uses flagship stores for concept development and communicates knowledge
using concept and design manuals.

e Retail Experience: customers have a huge choice so you have got to excite them. Spar shares best
practice through retail seminars and merchandising manuals.

e  Our People: it is a cliché to “put people first” but Spar stores are run by independent retailers so they
have a competitive advantage.

e  Operational Excellence: this includes supply chain management to innovate and reduce costs.

e Competitive Prices: there has never been a time when price has been more important. Joint buying is
key to supporting Spar’s pricing.

e The Spar Brand: this is carried by the banner and the private label.

Q&A

Comparing Spar with other retailers, Gordon Campbell argued that there must be a future for
independent retailers in order to provide diversity for customers and suppliers. Regarding Spar’s
partnership model, he reiterated that the organisation brings expertise, not capital. The risk for Spar is if
the retailer decides to sell after becoming bigger.
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South Africa’s next generation of business leaders

Dumani Mandela, Entreprenenr, Author & Researcher for Mxolisi Mbetse, Chairman, UBS Corporate
Finance, South Africa

Background

g Dumani Mandela started working in a brokerage after university. In general, the
children of ANC leaders in South Africa are encouraged to go into banking in
order to understand finance and to avoid corruption. But after working for
Scandia in Sweden in a role exploring human leadership, he returned to South
Africa certain that he would never go back to banking. However, the chairman
of UBS contacted him, pointing out that there were many projects to be
developed outside ‘traditional banking’.

Green Point Development Concept

The chairman of UBS wanted to transform tourism in Cape Town. Although South Africa’s premier
holiday destination, with well-known natural landmarks, the city does not have the facilities to rival
prestige venues like Monaco. To attract luxury tourists, Dumani Mandela and his team proposed to
develop an area on the Atlantic seaboard to host sporting events, landmark buildings, cultural and
entertainment activities, and world-class services with international brands. The focus would be a grand-
prix racing track; this would host “A1” races, which unlike Formula 1 bring money to the local
authorities (F1 requires tracks to pay for the right to host a grand prix). Other proposed facilities are a
‘superdome’ stadium, a golf course, a Guggenheim museum and a luxury retail area.

The business plan involves a total capital spend of 10 billion rand ($1.5 billion), with a projected return
on investment of 30% and a breakeven target of 2011. The Al grand prix alone will generate 1.2 billion
rand a year in income, more than is forecast for the 2010 World Cup in South Africa, which is only a
one-off event. In addition to partnering with A1 Grand Prix and other sporting events, the Green Point
committee is working with two government agencies: the Public Investment Corp. — whose investments
fund public pension schemes — and the South African Industrial Agency — which supports “black
empowerment” by developing charters for business and by increasing black ownership in government-
financed companies.

These partnerships are one of the ways in which the project will benefit South African society as a whole.
Since Green Point is about elite tourism, the committee has to justify the benefits to the region. An
independent study was carried out that estimated the impact in terms of jobs (40,000 during the
construction phase and 57,000 during the operational phase) and additional business sales (18.7 billion
rand after the launch). The local authorities, meanwhile, were projected to receive an extra levy of 33
million rand a year.

Q&A

Dumani Mandela stressed that optimism is high among all sections of South Africa’s population. After
the reconciliation overseen by the government of Nelson Mandela, the “African Renaissance” promoted
by current president Thabo Mbeki has concentrated on economic policy. The benefits of this policy have

included a high level of South African ownership of business sectors and the absence of loans from the
IMF and the Wotld Bank.

23/28



Keynote Closing Address — The Naked Leader

David Taylor, Author of “I'he Naked Leader”

You only have to know one thing about leadership: everything you need is
already within you and your people. The key is to look inside ourselves,
instead of taking the ideas of others as truth. During the last 20 years of the
‘knowledge economy’ millions have been spent on IT and consultancy, but
the vast majority of companies have struggled even to stand still.

The formula for success

To find out if there is a formula for success, David Taylor started by reading some business books —
which is unusual since only 1% of readers ever finish them! His discovery was that they all say the same
thing in different ways. He explained the formula in three parts:

1.

Knowing where/who you want to be: it’s about knowing what you want to achieve. This requires
making choices and taking decisions. It is the choices that people make that determine the success
available to organisations and individuals. You then need to take a true decision by closing off the
other possibilities. How many people discuss over and over the same things? The really big decisions
in life are decided in a heartbeat: if you can decide like that as a company, you will be among the small
percentage of successful ones.

You don’t need to know ‘how’: “how?” is the question that kills dreams, but you only need to know
‘what’ (part one). Every time the voice in your head says “how?”, you shut it up just by saying “thank
you”. To avoid the ‘how’, you need to be really clear about the ‘what’ — there is no room for
ambiguity in a dream. Richard Branson is an example of someone with a clear vision; when David
Taylor contacted him with a business idea, assuring him that it was achievable, Branson replied that
he was only interested in the ‘impossible’.

Go out and do it: and if it doesn’t work, do something else! 99% of people give up if something
doesn’t work but you have got to have persistence. We learn to fear the word ‘no’ but if we learn to
love it we are bound to succeed. David Taylor was pushed to write his book by a friend who was
dying of cancer and who reminded him that “the saddest words in any language are ‘if only it might

2>

have been’.

Q&A

David Taylor acknowledged that we don’t all have the same talents but we have to wake up and believe in
those talents we have. As an example of the impact of his book, he mentioned a couple who decided to
divorce and offered each other the book as a ‘divorce gift’; they then decided to fall in love again and
invited David Taylor to celebrate with them. Those who agree and those who disagree with the book are
both right, he insisted; the important thing is to go out and do something.
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Networking and Special Events
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SPONSORS

CIES — The Food Business Forum wishes to thank the following

companies for their generous contribution:

Delegate Lunch on
Sunday 23rd October

Welcome Dinner on
Sunday 23rd October

Store Visits Lunch on
Monday 24" October

Delegate Dinner on
Monday 24" October

Leadership Session on
Tuesday 25" October

Coffee Breaks
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Mark your Diary for the year 2006

CIES FUTURE LEADERS ANNUAL CONGRESS 2006
22" — 24™ OCTOBER 2006, AMSTERDAM

CIES - The Food Business Forum — www.ciesnet.com

International Headquarters North American Office
Paris Washington
Tel.: +33 1 44 69 84 84 Tel.: +1 301 563 33 83
info@ciesnet.com Us.office@ciesnet.com
Asia/Pacific Office
Singapore

Tel.: +65 63 46 96 50
singapore@ciesnet.com
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