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"Urbanisation
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Is not merely a modern phenamenan, but
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Definition = JRBANISATION

"Urbanisation is not merely a modern phenomenon, but
a rapid and historic transformation of human social
roots on a global scale, whereby predominantly rural
culture is being rapidly replaced by predominantly
urban culture."” - Wikipedia.
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ts affecting retailers in China, India and South Africa
s learnt from China and India in terms of how the impact of urbanisation

an retailers responded to the impacts of urbanisation?
recommendations to retailers?
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UDjectnh

Main Objectives F@EUS

- Discovering the impacts affecting retailers in Ching, India and South Africa (
- Identifying the lessons learnt from China and India in terms of how the impact of urbanisation

can be responded to.
- How have South African retailers responded to the impacts of urbanisation?

- What lessons can be recommendations to retailers?

. . Infrastructure
Socio-economic factors

Resources



esearch Methodology

Research papers: Personal interviews:
- McKinsey Global Institute China
+ Harvard University « Farghua Pearls, Manager Mr. Chan

» |D.com, Monogement Teom
« Sauth Africon Ambossador to Ching, HE. Mr. Ndumiso
dima Mtshinga

+ Oxford University
» Stonford University

= MIT « Vorkus Textile Shops
w W
Gt Insutute o Reliance Retoil, Vice President: HR
- Emst ond Young India, Seshu Kumar, Business Heod
Rurol Retai
ﬁ“?x & = ITC, Executive Mr, Choupol Soogor
E,-:; . :‘“af::::m « Cansulor Ganerol Offics, Mr D Wild
x| E ns . I
il Tachnology \farious retoilers ond street vendors

Pe | Interviews.... C

South Africa
- Pick *n Pay, HR Director Mr. lsoac Motoung
= Woolworths, Retail Enterprise Development
= Truworths, Property and Humaon resource managers
= Many ather locol retailers and spaza shops

China Europe International Business School

« Prof. David Gosset, CEIBS

+ Prof. leongwen Chiang, CEIBS

- Ms. Ruby Chen, CEIBS

- Prof. lzok Duenyas, University of Michigan

+ Prof. Atish Chattopadhyay, 5. P. lain Institute of
Monogement & Reseorch

CEIBS
Famnsin

Other global and local sources

+ Meetings with Town Planners in the Cape Town
Municipality for on end to end view of how
urbanisotion offects their planning, as well os for
overall stats.

« Market immersion and store visits which gave us
practicol understonding of the setup of the stores in
various locations.,

- Google research and STATS SA




Research papers:

- McKinsey Global Institute
- Harvard University
- Oxford University

- Stanford University
- MIT

McKinsey
Global Institute

Institute of

I I I H Bl Massachusetts
Technology




Personal interviews:

L China
- Fanghua Pearls, Manager Mr. Chan

- JD.com, Management Team

- South African Ambassador to China, H.E. Mr. Ndumiso
Ndima Ntshinga

- \arious Textile Shops

India
- Reliance Retail, Vice President: HR
- Ernst and Young India, Seshu Kumar, Business Head
Rural Retail
- ITC, Executive Mr. Choupal Saagar
- Consular General Office, Mr D Wild
- \arious retailers and street vendors




Personal interviews.... Continued:

N South Africa
- Pick 'n Pay, HR Director Mr. Isaac Motaung

- Woolworths, Retail Enterprise Development
- Truworths, Property and Human resource managers
- Many other local retailers and spaza shops

China Europe International Business School

- Prof. David Gosset, CEIBS

- Prof. Jeongwen Chiang, CEIBS

- Ms. Ruby Chen, CEIBS

- Prof. Izak Duenyas, University of Michigan

- Prof. Atish Chattopadhyay, S. P. Jain Institute of
Management & Research

/U\CE]BS
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Other global and local sources

L

- Meetings with Town Planners in the Cape Town
Municipality for an end to end view of how
urbanisation affects their planning, as well as for
overall stats.

- Market immersion and store visits which gave us
practical understanding of the setup of the stores in
various locations.

- Google research and STATS SA

e Statistics (25 °“°
“ South Africa ¢ ‘}‘J CITY OF CAPE TOWN
N ISIXEKO SASEKAPA
STAD KAAPSTAD
MNEW
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Impacts of Urbanisation

Infrastructure challenges Socio-economic Challenges Resource Challenges

- Weak financing. undln investment and Lack of + Overpopulation - demand for better life - Lack of aceess to electrieity
capacity in city developmaent . " AET - _

+ Roads - cangestion Quality of education and healthcare Higher tariffs and cost of load shedding

- Urban decay - slums - Limited jobs / unemployment

- Vast number of peagle competing for space - Changing lifestyle, culture and behaviour

- Property - scarcity of space and increasing costs

Frice [5)
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Imperial College Urban Systems Project = “In cities transportation and building operations account for at least 66% of all urban energy."
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Infrastructure challenges

- Weak financing, under investment and lack of
capacity in city development

- Roads - congestion

- Urban decay - slums

- Vast number of people competing for space

- Property - scarcity of space and increasing costs




Socio-economic Challenges

- Overpopulation - demand for better life

- Quality of education and healthcare

- Limited jobs / unemployment

- Changing lifestyle, culture and behaviour

/



Resource Challenges

- Lack of access to electricity
- Higher tariffs and cost of load shedding

Equilibrium
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Alternative S

Addressing the immediate needs of the retail sector
Socio-economic Challenges Sotfr.:-!r:inmlr Challenges

Infrastructure Challenges Infrastructure Challenges Socig-economic Challenges Sotlo-econamie Challenges
Mninin mnd b ) Utestyle challenges Changea In Bfeatyte, cisturen and behaviour ity snd v chimges
1: Smaller Solution: Strateg ation Solution: Market segmentation Solution: Adapt to the rising middle class Solution: Catering te market culture
5 e Wealworths T s T s + Cubtare i5 one of the drivess for consumpien
- M Marksts, e demands + g Reance Retad catering to 9 cultures

Wi properey prbces, carpemeis for wuce
Selutio
+ Clathing

Sol

Resource Challenges
ArTess o energy and sectilny Naw Washwarths

Solution: Penetrating least serviced areas

- Fashicn apparel
- Internatianal brands
- Fnantial senvices

- Faod and bakery

- Cosmetics

« Cafe = Wil

- Engen Forecourts




Infrastructure Challenges

Rising property prices, competition for space
Solution: Sharing rental costs

- Exploring small stores opportunities
- Partnering with other retailers across the sector
- Location... location... location...
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Infrastructure Challenges

Housing and high rental costs

Solution: Smaller packaging

- Catering for customers whose living space is small
(shacks, RDP houses, and one bed-roomed apartments)

- These houses often have no refrigeration

- Catering for daily consumption




Resource Challenges

Access to energy and electricity
Solution: Penetrating least serviced areas

MHNORE
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- Rechargeable cooler boxes
- Reach out to the consumer
- Vehicle for contribution towards the communities' growth



Socio-economic Challenges

Lifestyle challenges

Old Woolworths
- Clothing




New Woolworths

- Fashion apparel
- International brands
- Financial services
- Food and bakery
- Cosmetics

- Cafe + Wifi

- Engen Forecourts



Socio-economic Challenges

Changes in lifestyle, cultures and behaviour

Solution: Market segmentation

- Micro-segmentation
- New markets, new demands

Company
Marketing : Market
Mix
A. Undifferentiated Marketing
Company
Marketing Mix 1 - Segment 1
Company )
Marttg%npgarwx 2 | - Segment 2
_Marketing Mix 3 - Segment 3
B. Differentiated Marketing
Company Segment 1
Marketing .| Segment 2
L Segment 3

C. Concentrated Marketing
Ricardo Machado - "The Traditional Role of Marketing."



Socio-economic Challenges

Lifestyle and value changes

Solution: Adapt to the rising middle class

Spread of households in South Africa

o |
A > < >
| r
|
|
|
) | )
= ﬁ | Relatively Affluent
o = . .
T O 4 P . Middle:
- | .
2 < Adual Middle: RS,600 - R40,000 p.m
@ 12 R1,520 -R4,560 p.m
— | o o 31% of households
e £ 31% of households
- I
5 8 -
€ |2 Elite
8w - E >R40,000 p.m
Q S 4% of households
1 = o
E 5 :
2
o T T T T T {, T T
0 5000 10000 15000 20000 35000 40000+

Total household income per month* (Rands)

Source: NIDS 2008, own estimates

Notes: The horizontal axis has been truncated between 20 000 and 35 000 to fit the affluent middle class
interval onto one page width. Since the upper tail of the distribution is very long, incomes above
R40 000, in the right-hand tail of the distribution, have been aggregated.
*Total household income is calculated from per capita household income multiplied by an average
household size of four persons



Socio-economic Challenges

Cultural differences
Solution: Catering to market culture

- Culture is one of the drivers for consumption
- E.g. Reliance Retail catering to 39 cultures
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Creative Ideas

Concept Fan

Ideas Concepts

Micro packaging .
-y Easy storage
l Products with long she life ‘ e

Close to taxi ran/walking
distance

Store Location

l Main streets store ‘ - ’

’ Cresting mew brands ] -

Segmented
offering

I Solution based offering | e

l Unigue looks, feel and layouts ‘ )

s Different
‘ L CONCEpLs Stores

l Smaller stores

Local employment strategy

l Sharing rental cost ‘

crareies o -

| Using existing supply chain ‘

Directions

Value proposition

Purpose

“How can retailers
Catering for their unigue needs . improve sales revenue

in rural areas?”

Creating partnerships




Concept F

Ideas Concepts Directions

Micro packaging .
BTSN Easy storage

Products with long sheif life -

Value proposition

distance .l
2 Store Location - .

Main streets store e

Close to taxi ran/walking . I R

Creating new brands e '\

) ;‘} Segmented . Purpose

Solution based offeri et offering R .

= s “How can retailers
Catering for their unique needs | . improve ; e
Unigue looks, feel and layouts | . ) e > — alﬂ:‘?m
T Different "-"" A
T L concepts stores ) ;
Smaller stores L ;
Local employment strategy ‘-*"H-h /

Sharing rental cost ~-a

‘.;» Other retailers e
Using existing supply chain | .-~

Cha.ltles —“_— - \h‘-}
Creating partnerships
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Campelling Evidrnce
Vo 1e wm | Whyinternational

: '"?ofon‘ businesses and global

[ERES brands invest in developing

YTBITIC B reas andfor emerging

Jaainl, Kvaduba-Natal

2005

2013
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Pro-urban Pro-rural P

66%  34%

Countries’ GDP is generated The rest is in developing and
from urban areas emerging areas 70
- Rural areas are expanding too, and there is a void in retail S
services that is created by retailers focusing largely in urban
areas. 40
- Itis also clear that this expansion will continue, even as urban ooy

areas continue to explode. /ﬂ



Compelling Evidence
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million live in
rural areas

Great Examples

NP

Standard Bank

Shopping centre G?::vetsh Sttc:-asftﬁ';i‘IG Re:::':son ':ET;L? SEI‘!::F:IH
Clusters Examples of towns on LY sales ratio
Super Regional Sandton, Eastgate 2.61% 4.30% 34.85% 9.05% 13.50
Regional Fourways , Boulders 1.80% 3.93% 39.07% 9.02% 1450
Intermediate Soweto, Alexander,Tsakane 17.97% 3.85% 39.64% 6.87% 19.18
Neighbour Mafikeng, Setsing 17.57% 3.77% 42.74% 6.00% 19.96
Large City JHB CBD, Bloemfontein CBD 3.13% 442% 35.08% 9.73% 12.46
Large Town Vereeniging , Klerksdorp 0.76% 411% 37.43% 8.45% 14.55
Medium Town Welkom, Harrismith 5.60% 2.85% 44 46% 4.5%% 29.89
Small Town Zeerust , Thabanchu 6.11% 2.86% 45.72% 4.35% 35.04




urnon | Rental % Sal‘;s.tapler
ales to sales ratio
.85% 9.05% 13.50
.07% 9.02% 14.50
.64% 6.87% 19.18
. 74% 6.00% 15.96
.08% 9.73% 12.46
43% 8.45% 14.55
. 46% 4.59% 29.89
.72% 4.35% 35.04

Jozini, KwaZulu-Natal

2005
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The business case

- Based on the output of the Decision Matrix Model, which
indicated customer value proposition in the rural areos os the
most significant focus

- Based on a small store trading in a rural area

- Store location slightly expensive but prime location ensures our
products are highly accessible to ensure our success.

« Product portfolio

- Store design

Start-up Funding

Rﬂa

bt 3

Uitk drpalal

Sartcp Expenses

Eavial W a: How 1 Make 1 Bacimecs Casa dmormaskicl

Tomal Suatup Expassas [T

P —

990,008

Tomal Assaes B S0

Toms| Reguiemants B 5 00

e ] R 20810 CERCEL]

aEErE | Rmsme [
o 330 = |




- Based on the output of the Decision Matrix Model, which
indicated customer value proposition in the rural areas as the
most significant focus

- Based on a small store trading in a rural area

- Store location slightly expensive but prime location ensures our
products are highly accessible to ensure our success.

- Product portfolio

- Store design



o
Start-up Funding

Legal R 3,000
Stationery, etc R 2,000
Brochures R 5,000
Marketing consultants R 10,000
Insurance R 2,000
Rent R 30,000
Building renovations R 50,000
Expensed equipment R 15,000
Other R 13,000
Total Start-up Expenses R 130,000

Start-up Assets

Cash Required R 425,000
Start-up Inventory R 200,000
Other Current Assets R 10,000
Long-term Assets R 100,000
Total Assets R 735,000

Total Requirements R 865,000




Pro Forma Profit and Loss

Pro Forma Profit and Loss

Year 1 Year 2 Year 3

Sales R 3,255,000 R 3,906,000 R 4,687,200
Direct Cost of Sales R 1,627,500 R 1,953,000 R 2,343,600
Other Costs of Goods RO RO RO
Total Cost of Sales R 1,627,500 R 1,953,000 R 2,343,600
Gross Margin R 1,627,500 R 1,953,000 R 2,343,600
Gross Margin % 50.00% 50.00% 50.00%
Expenses

Payroll R 1,452,000 R 1,511,000 R 1,622,000
gifsnzzg Marketing and Other| o 429 000 R 120,000 R 120,000
Depreciation R 11,430 R 11,430 R 11,430
Rent R 120,000 R 120,000 R 120,000
Utilities R 33,000 R 33,000 R 33,000
Insurance R 36,000 R 36,000 R 36,000
Payroll Taxes R 217,800 R 226,650 R 243,300
Other R 24,000 R 10,000 R 5,000
Total Operating Expenses R 2,014,230 R 2,068,080 R 2,190,730
Net Profit R 386,730 -R 115,080 R 152,870
Net Profit/Sales -11.88% -2.95% 3.26%




The Implementation Plan and KPIs ) \
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What must be done

ConductBusiness

Who is

responsible

Resources

required

Task completed
(Yes/No)

Abdur Bank manager

Plan 10712014

2. Leasewith banks Abdur Bank manager
andinvestors 100772014

3. Draftlease Naseera Landlord
agreement 10/07/2014

4. Checksite and All stake On-site
conductfloorplans holder 15/07/2014

5. Get quotes from Prashan None
various contractors 16/07/2014

6. Sendquotesto Prashan MNone
accountant 20/07/2014

7. Draftfloorplans Prashan Store

25/07/2014 _
designers

8. Submitplansto Prashan None
store designers 01/08/2014

9. Meetwith various Prashan Boardroom
suppliers to discuss 15/08/2014
implementation

10. Submit cost of Prashan Abdur
goods o 20/08/2014

accountant




stakeholders

11. Hire staff Zongamele 5/08/2014 Boardroom

12. Plan stafftraining Zongamele 10/0812014 None

13. Conductsite All stake On-site
stakeholders

14. Hire security and Hardy None
cleaning personnel 15/08/2014

15. Purchasehardware Prashan 15/08/2014 Abdur

16. Plan datefor Prashan Abdur
installation 200872014

17. Installation Prashan 20- All

25/08/2014 stakeholders

18. Draftsuppliers Naseera Abdur
P—— 25/08/2014

18. Check healthand Hardy None
safety 27/08/2014

20. Implementrailage Prashan All
and store design 01/09/2014 stakeholders

21. Condud site All stake On-site
meeting withall holders 15/09/2014
stakeholders

22. Receivethe All On-site
equipment, stock stakeholders 20/092014
and general goods.

23. Clean store Prashan 25/09/2014 None
Store Opening All None

01/10/2014
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Y. KPIs

The success of our business is going to depend on

- Customer value proposition
- Understanding our customers

Kﬁ
PERFOR CE

INDICATORS



Risks and Mitigation
V) /

Risk 1:.Is-the market large enough for additional players?

Mitigating Actioni A market survey and segmentation wag done,
which identified oppertunities in the market.

Risk 2: How will opposition react to the threat of another player?

Mitigating Action: Research results show that therelis a market
segment that the current players do c@terto.
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Risk 1:.Isthe market large enough for additional players?

Mitigating Action)\ A market survey and segmentation wag done,
which identified oppertunities in the market.

Risk 2: How will opposition react to the threat of another player?

Mitigating Action: Research results show that therelis a market
segment that the current players do catex.to.
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