
CAC XI : RIO DE JARRIRO 

xttm ‘A’ : Chairmutts Incroductioo 

WelcoPr delegates, espaclslly Lord tisrrong, Berry Bramley, !iartla 
Broughcoa, Hike Pllson, David r\llvey mad Ulrich Berrer attendfag for the 
first time. 

Thaak Pacer Rombaut for agreeing to host the coafcrcnce la Rio and for 
arranging the fecilftles and admiafscratiot. 

the cva years slnct the last CAC ilr London have seen continuing progress io 
the fmplemtocatioa of our agreed strateglet and last yeer fn particular was 
merked by a asjor entry to the US fasuranet market through the ecquisitioo 
of the Farmers Croup. 

The results for 1988 shoved signiffcsnt progress ia fiaencial services even 
though these figuret exclude any contribution from Permers. Rovevet, as 
ths figures oa the first slide shov, the picture for the ocher ectivltler 
and Lo p8rtIcular for Retafl end ?aper/?ulp 1s less ttxourrglng. Although 
the comParisoa betveea 1987 mad L986 Is complicated by the uchrage factor, 
this vu sot th case ia 1988 mad tbe lack of progress ia ReteLlLag cad fa 
P8per/Pulp must be a cause for concern. The poteocid for grovth in theta 
ectivitiet vi11 k oae of the major issues on vhich ve vil.1 need to focus 
during this coaf ereace. 

May of the tcracegies vhich heve been pursued since 1982 have nov NO 
their course cad it is ao euggerseioa to sey that 1989 represents a 
vacershed for the Group. Past successes ia iaproviag periorruact ert no 
gurraacee tbat vt ua rust&~ grouch. Ia face, the propass ve have aeda 
La Pepcr/Pulp la focursiag on a liafted number of products hu acfuelly 
mtdt us more vulnerable to ckmagt La tht mtrktt for tbew producrs. The 
Likelihood that the grovth in Cerboaless vi11 plateau end that competltlon 
vi11 intensify rekes ft esseatlal that ve should i&atify opportunities for 
rrposicioolng our businesses la ocher market scgmeats vlth betrer prospects 
for sutt8iaed. long term profitable grovth. 

fn Recailiug, ve heve stroag pos t:foru fn Argos Ln the UK, rod in S&s and 
Xarshall Field’s in the USA but only Argot hes e track record for tustafaed 
grovth in salts sad profftt. We will need CO rcviev our stretegfcs for 
Saks l ad Yeahell Field’s end ve vi11 also need to look ctitfcrlly et the 
prospects for Argo8 to l asure that grovth is sustrlaeble into rhe bag 
term* Elsevhert in receiliag, ve heve problem in fvey’s, Breuners, tiorttn 
and Peoples vhich ve ated to eddrtss and ve vi11 also aced to consider the 
concributfoa that Shoppers Drug, 3ardtet and UCS can make to the overall 
strategy for Imasco. 

I have tonctntreted first oa Psper/Pulp cad Recafllag because 1 believe 
chat in both uses ve seed to revleu erftically vhet coatrlbutioa these 
rccivities can and should make to the longer tera developmeat of the Group. 

tmportant though these issues are, hovevtr, we ause else remember that in 
tams of site the Croup’s major l ccfoltits art Tobtcco ad Ftnrncial 
Services. It is vital to the future tuccess of the Grcup thee the profbt 
from Tobecco continue to arov and chat the activity contfnutt to provtde t 
strong cub flow It is l quelly vital thet ve heve a clerr strategy and 
have agreed the prloricies for the development of our Finracial ServLces 
l ctivlcles. There vi11 be opporc;mitles for a full discussfon of both 
theta issues during the week. 

The progremme for ;he conference follovt arch the semt pectem as it 
previous years, sterting todey vi:h en exchaagt of lafom8tioa on the 
curreac scatus rod medium tent plass for each of our buShWSSN* 
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Tomorrav morning, ve vi11 begin by revfeting the overall fiaancial 
fortcascr for the Croup tad this vfll be follovtd by an analysis of the 
main strategic issues vhlch it is suggested l ve thould discuss. 

The follovlag fctm. on maeget dcvelopornt, is btfng taken tarlist thta in 
prtvtout conferezkts, emphasising the importroce which is placad on thir 
subjec: es oat of tht keys to our future success. 

Tom Long has vrittta to the Chief Executives of uch oprrcioo suggesting 
how this tessfon tight best be structured end f hope char this will provide 
a good buis for a discussion in vhich l veryoue will partldpace fully. I 
rho hope that the issues vhlch emerge fro6 the discussion will k.bocae la 
airid in the later sarsio~ vhrn H vfll be discuss:ng the is4ues relating 
to Tobtcco. FfnsncLal Servicet, Retail aad Paper/Pulp. 

Follovlng the tndustry sestfoas, there will be tn opportaaity oa Thursdey 
co discuss the main conclusion from the conference, aheed of my owa 
sumiag-up et chs cad of thet aftemooo. 

In sir inrroductioa to the last CAC, I said that ut htd beta rUSONbly 
successful fo devising and implemeantfng planr to improve the profitebillty 
of our uLsting buslouses ead that we bed else succeeded tn meking l major 

move iaco Fiaeacial Services. Where ve had a vukaus vat la beiag able to 
ldentily opportuai ties for iavesclag in grovch either ia our existlag 
buslaerses or la complementary 8ctivlcies offering prospects for meeting 
the Graup’s performeace criterfe for profitable, long ten grouch. 

This Is still the most erit.icel Issue for the Group and I hope, therefore, 
thet chts cotftrtace eta c&t ut tome vty toverds resolvlag it. To focus 
our thinking. I suggest that ve should aim to be la e better poslclm by 
the end of the veek to ammr the folloving six questioaa (SLIDC III):- 

1. 

f -. 

3. 

k. 

5. 

6. 

Bov cm ve grw our Tobbcco profits? 
‘What atlou do ve need to wkt to secure or fmprove on ehe 
forecuts for this activity? 

~ov caa we grov our Fkunciel gervfces businesses? 
What should be our strategic priorities? 

Do VI 5et rul.lsclc opcioru for proving Retail? 
Can w edd velue to this activity end can ve identify 
opportunities for suscaiaed profitable grovth? 

Row ua ve nntv our Paper businets? 
Cm ve identify opportunities for reposf cloning this 
business for the time vhen Carbonless begfnm to plateau? 

DO we have 8 suff fcient aenegemene resource in Gems of 
co8ptttacr 8nd style - and if sot how do ve develop this? 

Hov cat ve eruure that ve edd value to our businesses through 
the Operating Croups? 

If ve can go evay froa here vith l eleerar vftv of the acuvers to these 
quettions, this vi11 be 8 vdruble contributfon to formuk~ily the aev 
strrcegfes needed to take us into the 1990’s. 

Ltc us start than by revltviag our current position end prospects, 
beglnnisg vith the sftuerlon bere in Brazfl, dercribed by Peter Rombmt- 

RSlDJA 29rh April 1989 
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