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The Boston Consultimg Group
Dedicated 1o retail tramnstormation glohally,

BCG's Consumer
Gavin Parker Retail practice

o 20+ years retailers in Europe o Close to)20%) of worldwide revenues
and Australia
o > 1100 retail assignments in last
o Experience in end-to-end retail five years
reinventions
e 250 partners worldwide with
o Alignment of supporting significant experience in retail
organizational functions
o Work with two-thirds of the 20
e Topic leader in transformation and largest retailers in the world
reinvention in retail
o Strong presence in Asia Pacific,
working with half of the 10
largest retailers
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Understanding the consumer is core to what we do

BCG has'been'measunng consumersenumentwordwidessimee 2006=—mcludimg m: Asia

Annual reports based

on > 30,000 respondents Recent book on AP
*

== 3 O THE
China India Japan Canada
2,164 2,226 2,504 3,100

= . R
.
I I PRIZE

France Italy Australia Us
2504 2,389 2,502 2,503 China India
Spain Brazil Germany UK
2,469 2 301 2,497 2,539

Full report to be published in early October
www.bcgperspectives.com
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Presenter
Presentation Notes
Looking at the data we see clear patterns that there is no general 'Asia Pacific' trend. A better segmentation is developed vs. Rapidly developing economies, but even to generalize within the different RDEs are often not productive. The three ones listed here are very individually distinct on their own.

http://upload.wikimedia.org/wikipedia/commons/a/ae/Flag_of_the_United_Kingdom.svg
http://upload.wikimedia.org/wikipedia/commons/b/ba/Flag_of_Germany.svg
http://upload.wikimedia.org/wikipedia/commons/0/03/Flag_of_Italy.svg
http://upload.wikimedia.org/wikipedia/commons/4/41/Flag_of_India.svg
http://upload.wikimedia.org/wikipedia/commons/9/9a/Flag_of_Spain.svg
http://upload.wikimedia.org/wikipedia/commons/c/c3/Flag_of_France.svg
http://upload.wikimedia.org/wikipedia/commons/archive/f/fa/20091103090801!Flag_of_the_People's_Republic_of_China.svg

Some 1Impeoertant thenmes Cmersmg
from consumer

o Common challenge for; retailersiinrall Asian markets

o Understanding and responding te  new “status currency categories...and the unhealthy
and "non-essential®™ categories on which customers say they will spend less

o Opportunities for: those who can harness web for: sales and for marketing

e But other challenges differ. between developed markets (e.g., Japan; Australia) and
markets undergoing continued development (e.g., China; India)

@ In markets, challenge is to manage depressed consumer sentiment, and
identify consumer trends on which te anchor: a growing offering

@ In markets, challenge is to plan for massive increase in consumer spending
expected over the next two decades...

@ ... and to work to overcome the infrastructure challenges that exist in developing Asia
— e.g., having flexibility to manage heterogeneity of regional markets
— e.g., having ability to hire, train and retain scarce human resources

Winners will be those who anticipate differentiated
customer needs and cater to them efficiently
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Consumers plan to mcrease spend on new
status currency categories ...

Categories where consumers intend to increase their total spending

Developed economies Developing economies

Fresh fruits/vegetables

Fresh fruits/vegetables

Vacation/leisure travel Vacation/leisure travel

Fresh fish and seafood Fresh fish and seafood

Home renovations

Organic food

Mobile electronics

Natural products

Children's clothing
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Presenter
Presentation Notes
India: Fresh foods and clothing categories make up the top 5 increase spend categories. This was also the case last year.

China: Chinese consumers have placed a higher importance on natural products and organic foods this year (did not make the 'top ten' list last year)

http://saluddepaloma.com/national-fresh-fruit-and-vegetable-month-2013/
http://worldcaredition.blogspot.com/2011/06/jumbo-jet-boeing-747.html
http://wjlondon.com/lobster-festival/
http://www.geneticliteracyproject.org/2013/05/20/organic-industrys-credibility-erodes-beneath-waves-of-misinformation-about-genetically-modified-crops-and-food/

=
... while' decreasing spending oni unhealthy food
and non-essential products and services

Categories where consumers intend to decrease their total spending

Developed economies Developing economies

o [uxury brands and products o [uxury brands and products

e Handbags/fashion
accessories

o Handbags/fashion
accessories

e Eating out o Fashion jewelry

e Home furnishings and decor o Carbonated soft drinks

e Snack foods e Dry and canned foods

e Spirits/alcoholic beverages

e Fragrance/perfume

e Facial skin care
e Hair and body personal care

"THE BosToN CONSULTING GROUP


Presenter
Presentation Notes
India: Fresh foods and clothing categories make up the top 5 increase spend categories. This was also the case last year.

China: Chinese consumers have placed a higher importance on natural products and organic foods this year (did not make the 'top ten' list last year)

http://marketingtochina.com/report-on-luxury-gift-in-china/
http://www.ebay.com/bhp/ysl-muse-large-bag
http://www.tripadvisor.com/Restaurant_Review-g60763-d423353-Reviews-Balthazar-New_York_City_New_York.html

Internet 1s hecoming all-penvasive
Retailers cannorignore micrnet: cCannorignone mohile miernet

Use of:internet high'when Mode ofiinteraction increasingly
shopping most categories today mobile
i n * Respondents (%)
Air travel 74 45 43 100
I I H e
Computers [ 53 N 2% By M 2012
Insurance [ 43 | B b 2 5
Cars . 37 |8 . 47
50
Home decor [ 34 E P s * i
Groceries 1 32 | BA B 62 62
25 =
Personal care [ 34 | BB | B Respon-
Clothing I 34 | 15 l 35 BEniSHo)
0
* *
0 S0SISI0080 50 1000 50 100 ﬁ ‘
B For all/almost all Frequently Fixed line Mobile

Developed challenge: how to use web and existing stores
Developing challenge: how to build web and stores at same time to
work together with clear roles and synergies

"THE BosToN CONSULTING GROUP


http://upload.wikimedia.org/wikipedia/commons/archive/f/fa/20091103090801!Flag_of_the_People's_Republic_of_China.svg
http://upload.wikimedia.org/wikipedia/commons/a/a4/Flag_of_the_United_States.svg
http://upload.wikimedia.org/wikipedia/commons/9/9e/Flag_of_Japan.svg
http://upload.wikimedia.org/wikipedia/commons/archive/f/fa/20091103090801!Flag_of_the_People's_Republic_of_China.svg
http://upload.wikimedia.org/wikipedia/commons/9/9e/Flag_of_Japan.svg
http://upload.wikimedia.org/wikipedia/commons/archive/f/fa/20091103090801!Flag_of_the_People's_Republic_of_China.svg
http://upload.wikimedia.org/wikipedia/commons/9/9e/Flag_of_Japan.svg

In developed markets, opportunity to tap into
consumer values trends

Australia [+ - Japan

» Value for money * Health
e Health e Saving
o Wellness » Stability
More important e saving  Calm
than 2'yesr it o Family * Wellness
 Stability e Family
e My Home e Environment
« Calm * Wealth
» Professional success » Excitement
Less important » Festivity » Craftsmanship
tham 2 year ot * Bright colours » Professional success
» Religion e Status
« Status » Religion
e Luxury e Luxury

Family, health, well-being trends may be key to
unlocking retail value in developed markets

"THE BosToN CONSULTING GROUP


http://upload.wikimedia.org/wikipedia/commons/9/9e/Flag_of_Japan.svg

DSome caegores perorminghetier than others
in "crisis”
Home; vacations; personalicare=—caicgonecsmaichimg values trends

Australial [ + - Japan

Vacation travel 27 18
Home itself 21 10

Children’s clothing 1 | 8

Home cleaning products 7 [ 11 P
Hair and body care 16 | o o ; 13 P

ecrease spending

Facial skin care/cosmetics 6 I e AN 4
Fragrances/perfume 5 [ 15 P

Toys and games 9 4

Home Appliances 10 E

Consumer electronics 15 8
Cars/automobile 15 5

Home furnishings and decor 18 B
Shoes/footwear 1 6

Adult clothing 24 12 6

Fashion accesories 7 6

) 0 50 ) 0 50

Respondents (%)

Opportunity to get ahead of the curve in offer
mix; space mix; portfolio mix

"THE BosToN CONSULTING GROUP


http://upload.wikimedia.org/wikipedia/commons/9/9e/Flag_of_Japan.svg

22)

Developed markets pessimistic; developing
markets still trading up and spending more

Attitude to future spending

Attitude to financial health "Next year | will spend ..."
Respondents (%) Respondents (%) More B Same I Less
o | feel | am not financially secure B
B | feel | am in financial trouble
45 42 & &
y . i . .
. B 202000000 :
America/Europe Developed Developing America/Europe Developed Developing

Asia Pacific Asia Pacific Asia Pacific Asia Pacific

| % " M — n% *
........... — o * * .- .

Vital to differentiate by level of development,
country, market within country
Source: 2013 BCG Consumer Sentiment Survey
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http://upload.wikimedia.org/wikipedia/commons/4/41/Flag_of_India.svg
http://upload.wikimedia.org/wikipedia/commons/archive/f/fa/20091103090801!Flag_of_the_People's_Republic_of_China.svg
http://europa.eu/about-eu/basic-information/symbols/flag/index_en.htm
http://upload.wikimedia.org/wikipedia/commons/4/41/Flag_of_India.svg
http://upload.wikimedia.org/wikipedia/commons/archive/f/fa/20091103090801!Flag_of_the_People's_Republic_of_China.svg
http://europa.eu/about-eu/basic-information/symbols/flag/index_en.htm




In developing markets, challenge i1s how to take
advantage ol massive growihain: consumption

*
Born in Born in Born in Bornin

Metric 1960 2009 1960 2009
Life Expectancy (years) 42 64 47 73
Per capita consumption $241 $802 $102 $1.429
at birth :
Per capita consumption $531 $6,151 $1,129 $21,400
at death

$14,645 $184,556 $16,443 $632,024

39

Note: All figures are in constant 2010 USD. Key assumptions: population grown flattens after 2050 and real annual GDP growth is

3% after 2020
Source: World Bank; United Nations Dataset; UN Population Divison, Euromonitor; Economist Intelligence Unit; BCG analysis

"THE BosToN CONSULTING GROUP
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http://upload.wikimedia.org/wikipedia/commons/4/41/Flag_of_India.svg
http://upload.wikimedia.org/wikipedia/commons/archive/f/fa/20091103090801!Flag_of_the_People's_Republic_of_China.svg

A $10T retail prize in China and India by 2020

T i y : St
e bitione” Chinalin 2020 Indialin 2020 Total

Housing/home goods

Clothes/footwear

Total 6,187 3,584 9,771

1. In nominal dollars at constant 2010 exchange rates
Note: Expenditure on food includes spend on alcoholic beverages and tobacco but excludes food sold in restaurants, hotels, kiosks, etc.
Source: IMF; Economist Intelligence Unit; Euromonitor; Project Landmark consumer research (December 2010); BCG analysis.
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Indian and Chinese consumers have high hopes,

dreams and aspirations for [uture

M. #19 Rakesh Kumar Sahu

| \ "l can do

anything"

"Garage, but "Big sister

no car; plug, at KFCis
but no air better than

conditioner" real sister"

8

o AAN R ES
filled with
luck"

Harvard girl

: \ "Ambition,
drive, and
giving back"

How can retailers tap into this optimism about the
future - serve future needs, not just current ones?

"THE BosToN CONSULTING GROUP
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Winning the $10T Prize not easy

€)Diversity
o Continents, not countries

€) Consumers who want it all
e Brand conscious with value mindset

€) Infrastructural challenges
o Physical and systemic

Heavy impact for retailer formats, offerings
and management

"THE BosToN CONSULTING GROUP
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oDiversity
Asian giants have muliiple markets, not one

Retailens neediiorhe abl etoseie higlocalimankels andsvinumanker: by, market

Large country.... ... with\very/different.consumer needs

onomist (4L ivalents .
G[P mese eq":[': n S West: moderate weather with
] OP per person opulation xports .
clear seasonal differences
Population

North: sandstorms in spring,
dusty and dry year-round

2010, millions

POLAND
CHILE

YEMEN SAUDI ARABIA
ROMANIA
GHANA SUDAN

ZIMBABWE

c

DENMARK JORPAN yganpa THAM Food SKin Food SKkin
TRAN e Spicy e Whitening e Salty e Moisturizing

CANAD,
TAIN CAMEROON 4 .
ARmENA o e Wheat-based e Anti-aging
MYANMAR
NEZUELA
FRANCE
ARGENTINA ALGERIA
AN ARR East: humid weather with clear South: humid and relatively
l'_D PAPUA NEW GUINEA seasonal differences warm year-round

0- <60 60 - <B0 50 or more

Embed

Food Skin Skin
o Sweeter e Moisturizing e Oil control
e De-stressing e Anti-acne

Source: Economist
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@ el nfrastructure challenges
Infrastructure, and especially human resources,

a major challengerior growthnnrAsia

o 86th on global competitiveness
infrastructure index (2010)

Execution is a challenge

Double the procedures and 5X the time
required to start a business vs. US

India China
Physical India lags RDEs on physical China' infrastructure also leaves
Infrastructure infrastructure room for improvement in certain

proyvinces
s 50th on the global
competitiveness infrastructure
index ranking (2010)

-é;“-/---ﬂ-f_”m'";’f1 o Planvs. achievement gap o 33%-—
; 50% over the past four; five-year. plans
Human 80 million increase in working Aging population
Capital population over the next decade ... o 60+ will go from 8.2% in 2010 to
S 15% in 2020
Py ,,m‘;;r ... However shortfall of > 50 lakh skilled
ey workers in the next five years alone Labour costs increasing
{ ﬂ Limited pools of skilled managers
Government Ranks 134 of 183 countries in terms of Ranks 79 of 183 countries in terms
Procedures ease of doing business of ease of doing business

More than double the procedures
and ~6X the time required to start a
business vs. US

"THE BosToN CONSULTING GROUP


http://images.google.com/imgres?imgurl=http://ecomarketsadvisory.com/images/human capital.jpg&imgrefurl=http://ecomarketsadvisory.com/changeleadership.aspx&usg=___tvdANr0uL2W204kgF_0IzqDbAo=&h=424&w=640&sz=40&hl=en&start=50&um=1&tbnid=PYlXiHQA1qHJoM:&tbnh=91&tbnw=137&prev=/images?q=Human+Capital&ndsp=18&hl=en&sa=N&start=36&um=1
http://images.google.com/imgres?imgurl=http://www.rodrickcarter.com/images/legal4.jpg&imgrefurl=http://www.rodrickcarter.com/Legal_Document_Services.html&usg=__InLjetctcePIoo0ohsihV26XVqw=&h=424&w=640&sz=20&hl=en&start=16&um=1&tbnid=M7lcIPZzmBEA-M:&tbnh=91&tbnw=137&prev=/images?q=legal+document&hl=en&um=1
http://images.google.com/imgres?imgurl=http://www.cgit.vt.edu/Images/Photos/infrastructure.jpg&imgrefurl=http://www.cgit.vt.edu/infrastructure.asp&usg=__pIky1m894ci7QHM5X-X3gVu_hAY=&h=314&w=314&sz=20&hl=en&start=3&um=1&tbnid=LI_KQMWfVax3_M:&tbnh=117&tbnw=117&prev=/images?q=infrastructure&ndsp=18&hl=en&sa=N&um=1

Human' capital’ challenge ior managers and tor
store statt training

Management Operations training—e.g., in learning stores

Recruit managers :
from Home Stores @ Learning Store

o Smaller rivals

Colleges Store Ops Store Ops team
i 2 5 2 P Trained in :
e Universities Learning Learning Centre Store Ops
Store Store Learning Store Manager

Train and mentor Manager Manager : ?,gjjn?rgg d (Operations)
with experienced andHin-han
managers Asst Mgr Learning Asst Mgr

Centre Asst (Operations)
X~2 Manager X~2

o HQ functions
e Store managers

In dept training
coordination Dept Mgr

(Operations)
Retain through X~ 20
advancement and |
remuneration collcagles | DeptTraner Leaming | Tranig oy
e Structured X ~ 200 x20 Coordinator SpeXC|1aZI|sts X ~ 200
programmes _ _
Tramed a - Operations focus
ome
Store - Training focus

"THE BosToN CONSULTING GROUP



Potential implications lor retaiers

Understandiwhat customers value; how their spend plans are changing
o And adapt formats, offers and marketing to address consumer trends

Have and update strategy for the internet and for mobile
o Omnichannel offerings; role for each channel, given use and econemics

Crisis is not yet over—customers are still pessimistic, value-conscious
» Opportunities for: value- focused formats (hard discount; dollar stores)
Developed
markets .
But customers are prepared to spend on things that matter to them
e Health (fresh; personal care); home; children; leisure time
o Opportunity to refocus offering and marketing around salient themes

Growth is there to be seized—challenge is how to set up for sustainable
and long-term profitable growth
o How to differentiate offering between different regions/markets
o How to integrate stores, web and mobile seamlessly as all grow together
e How to find/train right human resources to manage growth and trading

Developing
markets

'THE BosToN CONSULTING GROUP "



Want (o) [earn mone?. Visit
WWW. DCEPErSPECHVES. com

BCG Books

and Reports Retail BCG Perspectives
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Thank you

bcg.com | bcgperspectives.com
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