BUSINESS CONSULTANTS

A STRATEGY FOR THE

EUROPEAN
STABILISER/TEXTURISER

BUSINESS

Prepared by:

CPL Business Consultants
Innovation Centre, Milton Park, Abingdon, Oxfordshire, OX14 4RY
Tel: +44 1865 257 252, info@cplconsult.com, www.cplconsult.com

Dr Robert Harwood
Dr Steve Lisansky
Dr Esther Hunter
Mattias Bergstrom



CPL Business Consultants Strategy for Stabiliser/Texturiser Business — contents A

TABLE OF CONTENTS

L0 1= 1l O I L USSR 1
BACKGROUND & SCOPE ..ottt ettt sttt se st e e e be st e s besbeebeeseenteeeseesbesbeanennes 1
STRATEGY .tttk skt ete ekttt es et b ekt b bt e st et e eb e bkt eh £ e b e e R s e s b e Ah £ A b £ A b e SR £ 28 £ 4R s 2R b e Ah e AR e AR e eh £ e E e e Rb e bt eE e e b e e Rt eh b e s e et e b nb e b e bt ene s 1
IMLARKETS ..ttt ettt etttk bkttt h bbb bt h e s e s b A E e E £ E £ e h €28 e e e oAbt A E e A E £ A b £ eh £ e E e e m e e A bt AE e e b e e b e eh b e st et e beeb e bt bt ebeenes 2
RESOURCES ...tttk ettt bbbt e bbb e b a2 h e E e bt ARt e E £ e b e e Rt e e e b e bt e bt eb e e bt e st e e e b e bt sb e et e ne e 2

S ToT0 TP ST P TP P R URTUROUPRPRPRTURTPRURTON 3
IMIETTHOD ...ttt bbb bbb bbbt e b e e R bt b e e R £ e b £ e a b e s b e e b ekt eb e eb e e b e e bt e s e e rebenbenbenbeane s 3
PRINCIPAL FINDINGS AND CONCLUSIONS ..ottt 3
KCEY QUESTIONS . ...eeeeittiee s ittt e e ettt e ettt e e sttt e e e e bt e e e eeabeeeesabeeeeaabbeeeeasbeeeesabeeeaanbbeeeeaabeeeesabseeeanbeeeeanbeeessntbeeeasreeeennres 3
IMARKET SITUATION ..vteutetetesteateaseaseeseestessessesseasseseessessessessessesssessessessessessessesssesesssensessessessessensesssessessessessessenses 4
01 1 1 [ RSP 5
THE BUSINESS ...t euteute sttt ste et eteeseesteseestestesteaseaseeseessenteseeabesbeas e et eessen e seeebesEe a8 e eEees s eseese e beseeebeeEeenseneeneenbeneenteanennens 5
RECOMMENDATIONS ...ttt e et e st e s besbeese e s e et e tesbesbesbeeseereenteneeseenbeseeanannes 7
THE STABILISER/TEXTURISER BUSINESS........coiiiiiiii st st sne s 8
OWVERVIEW...... ettt sttt ettt etttk etk ekt o8t e et 44 e £ 4R e e 4R £ 2R e 2 AR £ 2R R e eR R e e R e e AR e e A Ee e AR e e R e e ab e emn e aRe e ameenbe e b e e beennennnean 8
SUMIMAIY ittt b et e bt ek e e b e okt e e sttt oAb e oot e 4kt e o1k e ek e oAbt e oAb e e e st e e ke e et e e e e ba e e bb e e nbaeenbreens 8

R T= LTS 08 -SSP 9
CUSEOMET SEIVICE ...ttt ettt ettt bbbt bt et e e b e bbb £ e bt e R e e s b e b ekt sb e eb e e bt ebt e b e et e benbenbesbeeneas 9

QLI LAY Lo S 10

THE RISK.. vttt cttectt ettt ettt ettt et e st e s be e s be e sbeeaee e abeeas e et e e abe e be e s beesbeebbesbeesbeesbeeebeebeenreeareateenns 10
BARRIERS TO ENTRY AND SUCCESS FACTORS ...e.vtteiuiertestestestesseaseaseeseessessessessessesssessessessessessessesssessessessessessenses 11
Barriers to entry in establiShed MATKELS ..o e 11

R oot =T (0] PSSR 12
STRENGTHS AND WEAKNESSES .....euvevetetesteeseaseeseeseesesesasessesseasesssessessessessesseasesnsesessessessessessesssessessessessessessenns 13
CUITENT SEFENGENS ..ottt bbb e h bt bbb b stk b et bbb bt b e 13
CUTTENT WEAKINESSES. ...ttt etie ettt sttt ettt et b e bt bbbt et et e s b e ea e e b e bt eb e e b e e h e e s b e ee e b e e b e eb e e b e eb e eh b e b et e neeebenbe e 14

HOW TO DO 1T -ttt etttk ek ke b e bt a e eh e e bt e bt e bt e h bt e s bt e b e e e b e e e b e e b e et e e mn e ehseabeenbe e b e ennennne s 15

L@ IR 010 oo 1L o [ OO OURTROP 15
ACGUITE @ COMPANY....eveetreteestiestesttesteesteesteesteateasseaaeeassease e seesseasseassesseesseesseesseeseenseanseasseasseseesseesseaneenrenns 15

A= W o= Y L= USSR SRR 16
What could You OffEr @ PAITNEI? .....cc.eiiiciie et e st e beesbe e beebearaeas 16
THE OPERATION OF A SOLUTIONS PROVIDER BUSINESS.........cccccoitiieieene e 18
SUMMIOARY .ttt ettt st ste ettt s e et esteesteesee e et eseeam e e eae e bt e a et e Rt e es£eeE e eEe e eEeeeEe e e e eR et R et eR e e Rt e bt enteenteeneeereeereenaeenees 18
Strengths and Weaknesses Of COMPELITOIS .......c.oiiiiiriiiiireeerie e 19

HOW A TYPICAL COMPANY ADDS VALUE ....o.vtttitteteiseesieseestesteasesseaseeseeseessessessessesssessessessessessessesseessessessessessesses 21
SUPPOIT SEIVICES. ...ttt ettt ettt et s bttt s bbb h bbb b e st ek e b e st b b en e et bt ne e 22
TechnNOlogy AEVEIOPMENT.......ccui it bbbt b et sb et eans 25
PrIMAEY ACLIVITIES ...ttt b bbbt b et e e b e bt s b e bt et e e ne e st e neesbenbeebeens 26

A TYPICAL COMPANY S RESOURCES ......ceuttiteeteeiteesteateaseesuessteasseasseassasssesssesteesteesteesseansessseaseeaseesseassesssessnessnens 31

(@] 0L = 1] ST OO USOU PP RPR 31
NETWOIKS BNA LOGISTICS ....eeveeieie ittt bbbt e e bbbt b e et e et e s e sbe b ebenes 31
CASE STUDY - A SOLUTIONS PROVIDER IN EASTERN EUROPE ........ccccooiiiineiieee e 33
EASTERN EUROPE ...ttt ittt ettt ettt ettt ettt ekt e st e et e e s bt e ekt e e st e e e mb e e sa bt e e Rt e e s ab e e anbeesnb e e enteennneas 33
HUNGATY ettt r e Rt e e s e s b e s R e e s e e e et e e eee e ene e nre e ne e 34
1] [0 [0 VAT OSSOSO PO UUORRRPRRPTROI 34
POIANG ...ttt h e bt be b et e et b e eta e abe e sbeebeenbeaaeeeabeabeeabeebeenbenraeas 35
RUSSIA ... vttt ettt ettt ettt ettt et e bt e b e et e e bt e e beesbeesbeebeeaeeeaeeebeeebe e beeabeeabe e R beebeeebeeebe e beenteeaeeehbeabeeabeebeenbearaens 35

] (012 L (T VOSSOSO 37

L (= UL 1= OSSO SPRSRR 38
VVORLDWIDE SUMMARY ....uttiutitiateatesteaseestesseassesseasseaseasesssesssassasssasssasesssessesssassessssssansessssnssssesssessesssansessesnsessens 38

(@] oo T ISr- 11T ] TR SUSOU RSP RPRI 38



CPL Business Consultants Strategy for Stabiliser/Texturiser Business — contents i

(070011 (o] T OSSR USROS TRURPR 39
COMPELITIVENESS ...ttt bbb bbb b b s bt bbbt e bt b et b bbb bt e 40
oo [0 Tod oo o] T SRS 41

Lo 0o [Tox 1] TSROSO 42
Research and DEVEIOPMENT..........ccviiiicrcieces et e e st et e s reere e e e b e eesrentenneaneenes 42
QUATEY ASSUIANCE ... veuveveeieeieesiesees e ieste e e et e e et et e s testesteeseeseessesseseesbesseaseeseenseseeseebesbeabeaseanseseeneesteneeaneaneans 43
Product pipeline, process development and intellectual property .........ccccevevevevivsinsieeceieece s 43
[T o] 1SS 44
ProdUCE POSTEIONING ...ttt bbb bbbt b bt eb et bbb bbbt 45

] (=1 (=TT TP P PSP R PP P TP PRTPR PR 45
REPULATION ...ttt bt bbb bbb bbb bbbt b bt bbbt 45
BUSINESS PLAN ...ttt ettt ettt s bbb st st e s s b et a8t ek e et et e s e et e s e s e et e s e st et e e e s e e tenneneaneee 46
OBJECTIVES AND IMISSION STATEMENT .....utiittittiteauteateesteesteesteeaessaessessteesseesseessesssesssasbeesbeesseassesssessesssnsssesnses 46
ODJECTIVE ...ttt h bbbtk h bRt E bbb s R bbbt bRt b bt n s 46
TE MIISSION ..ttt b bbbt h s e b bt e bt E e bt e bt e s e et e bt sbeeb e e bt ebe e s e et e nbesbeebeebeeneas 46
STRATEGY & TACTICS ...t iittetietieite ettt sttt ettt he e s bt e bt e bt e bt e s e e s he e s b e e eb e e Rt e as e e ae e eRe e eR e e b e e s be e s b e e snenreesreenneennis 46
1 =1 (=] 0 Y USSR 46

LI 16X £ TSRO PO POTTTPPPTURPRUPON 46
Y U Y o o o Tod o OSSPSR 46
Challenges to operate in the UNIted STAtES .........c.ccvviiieiiiii e 47
RESOURCES REQUIRED TO FOLLOW THE MODEL OF A TYPICAL COMPANY ......cc.civitirieriaresieestesiesssessessssessessssens 48
LT ] ) TSR 48
ProcuremMent and LOGISTICS .......oiiviiiiriiiitiiteiet sttt 49
R&D LADOTALOIY .....cveitiieiicte ettt bbbt b bbbt eb bbbt b ettt et 49
PHIOT PIANT. ...ttt bbb bbb bbb bbb bbb bbbt b et 49
ManNUFACTURING FACTITIES ... .c.viiie et e st e et e e eeneesteestaeteestenneeas 49
(@)Y (@ O = o o] - 1o} YT 50
AT ] aTo T T [ o USSR 50
HUMAN RESOURCES REQUIRED TO FOLLOW THE MODEL OF A TYPICAL COMPANY ....coviviiarisieieresieniaresieseenennens 50
/1 I LSRR ORSROPR 51
OSSOSO 51
0o o1 £ T o S 51
PIOCUIEIMENL. ...ttt ettt h e b bt e sh bt e b bt e she e e s b bt e eh b e e eb b e e kb e e sbb e e nbbeesbbeenbbeennneenaneens 52
TECNNICAI SAIES ...ttt st et r e e s e s et e teseesbesseeseereeneeeeseesteaneanens 52
SUPPOIE STATT ... bbb bbbt bbb 52
MANAGEIMENL ... et r et e st e s e e s e e e s e e e n e e e st e sr e e nneenr e nne e 52
TIME LINE AND BUDGET ...ututittitistetestestesestessessasessessesessessesassessassssessassssessassssassassssessassssessessssessessssessessssessensssenns 52
FINANCIAL IMIODEL ...ttt stttk b et a e bbbt e bt ekt e st e b bt s b e e b e e sb e e bt e mn e eabeebeenbe et e e nbeenneas 53
POTENTIAL PARTNERS ..ottt sttt ettt ettt b et s et s et s et s 57
WHATCAN YOU OFFER A PARTNER IN THE STABILISER / TEXURISER BUSINSESS?.....ccucitirtiriiniieeenieniesiesiesieeneas 57
What further advantages could you offer a dairy ingredients partner?..........cccoceevvevecvesiese s 58
What further advantages could you offer a more single product or commodity partner? .............cccceeeee. 58
SUMMARY OF CONVERSATIONS WITH POTENTIAL PARTNERS. ....cvtivereetistereeresteeetesteseesesseessessessesessessesessessssenses 58
14 CONTACT REPORTS AND COMPANY PROFILES .....ceiueeiteereeeieaneesueesteesteesseeeessesssesssessseassesssssssessessseessesssnsenns 63
F Xz 1 TR N LT £ 1T = a0 £ 63
MODELS FOR OBTAINING ADDITIONAL VALUE........coi oottt sttt 88
Y= N LU o] ] =] TP P PO OPPOTRP 88
AGVANTAGES TINCIUAR: -t r et bbbt b et sb et et se e b e 88
Disadvantages INCIUAR: -........coviiiie bbbt e bt bbb bt e et b nbe b b ens 88
INETWORK IMIODEL ...ttt sttt ettt skttt et at ekt eeb e k£ ekt 21 ke e b b e e he e e b e e nb e e bt e mbeeabeeb e e nbe e beenbeanneas 91
Advantages and dISAAVANTAGES .......co.eiveiiieitieieieie ettt et b e sa e bbb ebeebe et e sbesbesbesbeereenes 91
AQVANTAGES INCIUAE: -.....eeee ettt b et b e bbbt bt e b e et e ee st et sbeebeenes 91
Disadvantages INCIUAR: -........coviiiie bbbt e bt bbb bt e et b nbe b b ens 91
TECHNOLOGY CONSULTING IMODEL.....c.utiitiiitietietiesie sttt st e ste et et sieesse st e sbe e beesbessbesseesbeesbeesbeenbeanreenreneee e 94
F X AV T = o L= o] L1 o[- 94
[T r= Yo 1V a1 = Yo [T L o [N o =S 94

APPENDIX 1 — ADDITIONAL INFORMATION ....ociiiiiiiieiieret et 96



CPL Business Consultants Strategy for Stabiliser/Texturiser Business — contents -iii

TABLES
TABLE1 SWOT OF A TYPICAL COMPANY COMPARED TO FOCAL COMPANY ....uvvviiieeiiiiiiieiieeeessiiivsienesessinns 19
TABLE2 A TYPICAL COMPANY’S STAFFING RATES. . ..iiiiiiiittiiiieeeeiiirbttieeesessiibraseseesssssssssssesssssssssssesesessissns 23
TABLE3  COST BREAKDOWN BY DEPARTMENT AND/OR ACTIVITY FOR A SOLUTIONS PROVIDER.........c.......... 24
TABLE 4  SALES PER EMPLOYEE ...vviiiutiieittiieeiitteeesisteeessabtesesbtesssssbesesssbtesssassssssssbasessssesssaseessssnsenas
TABLE5 A TYPICAL COMPANY’S PRODUCTION CAPACITIES
TABLE6  GEOGRAPHICAL DISTRIBUTION OF COMPANY X7 SALES ..eiiiiitiieiiteeessreeeesettee e s ertee e sreeessneee s snees 40
TABLE7  PERCENT OF SALES FOR MARKET SECTORS IN EASTERN EUROPE ......ccvviiiiiiii et 40
TABLE8  PERCENT OF SALES FOR MARKET SECTORS IN WESTERN EUROPE .......cccooiviieiiriee et 40
TABLE9  FACILITIES REQUIRED BY A SOLUTIONS PROVIDER......cciiitvieeiitiiieiiteeessreeessesaseessssesessssenesssssessssnnes 48
TABLE 10 TYPICAL RANGE OF EQUIPMENT USED BY A STABILISING / TEXTURISING COMPANY ................ 49
TABLE 11 HUMAN RESOURCES REQUIRED FOR A SOLUTIONS PROVIDER.........cccivieiiiieeeeiiieeeecieeeeevvee e
TABLE 12 TARGETS FOR SALES AND FREE CASH FLOW OVER INITIAL 30 MONTHS ....ccccvvviiiieeeieeiviieeeean,
TABLE 13 STABILISER SYSTEM COMPANIES WITH A POTENTIAL FlTuuuiiiiiiiiiiiiiiiee e e s siirrriee e e s s ssivvaieeeeesssans
TABLE 14 STABILISER SYSTEM COMPANIES WITH LESS POTENTIAL FOR A FIT
TABLE 15 ADVANTAGES AND DISADVANTAGES OF COMPONENTS OF THE MENU MODEL
TABLE 16 ADVANTAGES AND DISADVANTAGES OF THE NETWORK MODEL ......cccovviiiieeiiiiiiiiiieeee e,
TABLE 17 ADVANTAGES AND DISADVANTAGES OF THE TECHNOLOGY CONSULTING MODEL.................. 95
FIGURES
FIGURE 1 COST BREAKDOWN FOR A TYPICAL COMPANY’S SUBSIDIARY ...cooiovvvviiiieeiiiiitiieieeessssissreeneeessssassnnns 24
FIGURE 2 SALES CYCLE FOR A SOLUTIONS PROVIDER ......uuttviiiieiiiiitiiiieeeesssiiissiessesssisssssssssessssssssssssssessssssssssnes 28

FIGURE 3 TARGET VALUES FOR SALES AND FREE CASH FLOW OVER 30 MONTHS .....vvviiiiieiiieciiiieeeee e 56



