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Agenda

Tomorrow’'s markets structurally outperform established markets - branded

manufacturers increase focus

Success models in emerging markets are based on brand equity, distribution power, risk
and talent management

Therefore an integrated and holistic approach is a prerequisite for capturing tomorrow’s
markets
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Tomorrow’s markets structurally outperform the established
markets, even in the current economic slowdown...

Real GDP growth and trend (% change)

Established markets

= Emerging and
developing markets

'80 '85 '90 '95 '00 ‘05 '09

Tomorrow’s markets and the crisis
= Slowdown in economic growth

= Shift in global consumer spending growth

Source: IMF November 2008; Deloitte research
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...explaining why branded manufacturers increase focus on
tomorrow’s markets

Selected News Items
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Success models in emerging markets are based on brand equity, distribution power, risk

and talent management

Therefore an integrated and holistic approach is a prerequisite for capturing tomorrow’s
markets
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Branded manufacturers aim to achieve top line growth and cost
efficiencies in tomorrow’s markets ...

Reasons for investing in emerging markets

Increase revenue/

0,
market share 84%

— Top line growth

Faster time-to market 61%

Reduce cost 77%

1 — Cost efficiency
69%

Low-cost suppliers

52%

Diversify revenues

Access talent 50%

|

Source: Deloitte’s Innovation in emerging markets 2007 Annual Study
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... as future investments are focused on sales and production

Expected types of future investments

82%
78%

73% 72%

44% 46%

33%

22%

80% 81%

49%
43%

28%

19%

China India Southeast Asia

Base = Companies not headquartered in market that are at least somewhat likely to invest
Source: Deloitte’s Innovation in emerging markets 2007 Annual Study
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Latin America Eastern Europe
Bl Sales/distribution operations
Production operations
R&D operations
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Best practice companies leverage their brand equity, create
distribution power and focus on talent and risk management

Coca Cola

“Every corner of the world,
you will find Coca-Cola”

Nokia

“Think globally, act locally*

Johnson & Johnson

“Success in emerging
market starts with the
optimal operating model”
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Capturing tomorrow’s markets requires an integrated and holistic
approach

Focus areas

(M&A) Strategy

Organisation & Operatlonal Model

Service I Finance I Risk
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Countries can be prioritised based on country potential
and risk...

Prioritisation markets

o “~. Established
W \ . A
Emerglng = Market —based economy
Developing . Structural reforms to more market economy. \' Et%_“tllcl:tal and SOflal
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High NG countries
Low Country potentlal High

Source: EIU; World Bank; Deloitte analysis

Q = $1.200 bn total GDP

-

Country
selection

® EU
© Asia
SA
CIS
® EEU
MEA
Africa
® BRIC
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... from a European perspective the capturing sequence roughly
Is 1. Eastern Europe, 2. BRIC/ME countries and 3. Africa and other v

selection

&S !l"

'&“"4}
»~

Developing Typical Expansion Path
Emerging Eastern Euro
pe
B \ature o

e BRIC countries and middle East
e Africa and other

Source: EIU; World Bank; Deloitte analysis
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A comprehensive country strategy requires a deep insight in

market / channel, competition and consumers

The approach to market & channel strategy

e

(M&A)
Strategy

Market &
Channel
Sizing

Country
Analysis

Country &
Market as-
sessment

Competitor
analysis &
benchmark

Consumer
analysis
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Opportunities

Growth
potential &
Risk

Risk
Assessment &
counter-
measures

Distrib.
evaluation
& initial
screening

Channel
strategy &
scenario’s

Channel
Strategy &
Action plan

Operational
require-
ments

Financial
implications

Channel
migration

Channel
design

Channel
mngnt.

Country-
RSO
operations

Channel
mngnt.
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In more mature markets branded manufacturers typically take
more control (MA)

Strategy

Possible distribution models

Increasing Market Maturity

Developing Model Intermediate Model Full Control Model

Branded Product Branded Product
Manufacturer Manufacturer

Branded Product
Manufacturer

Distributors in or outside

country

Consumer / Business Consumer / Business Consumer / Business

Developing Emerging Mature — Emerging
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Successful branded manufacturers in general leave marketing/ ﬁ
sales/service locally, whilst centralising support functions org.

Role HQ

Decentralised approach

Transaction

parent

Financial parent

Strategic parent

Operational

parent

Centralised approach
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= Control by means of ‘corporate’

strategy, entities operate fairly
independent

Focus on acquisition,
improvement and sales of LEs

Direct control over RSOs and
legal entities

Focus on financial control and
monitoring

Control via management of
linkages, visionary role

Focus on corporate strategy,
strategic development and best
practice transfer

Supportive role of corporate
parent (central staff units)

Focus on operational support: IT,
HR, Finance, Supply Chain

model

Example Operating Model

Product Mngnt

Sales

Marketing

Service

Supply Chain

HR

Finance

IT

l HO

Region/Country
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Talent management is a critical success factor in tomorrow’s %
markets where management potential is limited HR

Talent situation in BRIC countries

——————— Talent Demand

Talent Supply
: N
Regional )\
Leadership A "
A A
/ \
Country \ 7\
. 15 \
Leadership 9 \ / \
\ /
\ 15 \
Middle \ s \
Management /I Q \
1< \
2 \
Entry R .
\
Level ‘5/ India \
Cultural Revolution India is notable for Private universities o I
created a “missing exporting on regional produced an abundant hve:*[ra
generation” and global levels supply of shortage

undergraduates
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Marketing investments are required to leverage the brand and %
break through the vicious circle Marketing

& sales

Vicious cycle Brand state

Low Break through

market(ijng Awareness and recognition
spen

Lo Relevance and

Brand Conside- inclusion in
awaren ration decision set
ess
Differentiate
and inform
_ Inquir through 2 wa
Virtuous cycle AR shgaring y
Investment High marketing Move to desired
spend Purch action: shared
urchase commitment
High .
brand engagement
av;asgen Expansion and

development
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This afternoon the different breakouts will provide ample detail on
the specific topics
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Thank you
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