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THE NEXT BIG THING?
HOW MUSLIM INVESTORS
ARE MAKING PRIVATE
EQUITY WORK FOR THEM

FORWARD

Michael Lemner’s ambitious plan
to take New Look Internatlnnal
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on how he brought IT Factory
back from the dead
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crailing is like sport,” says Michael
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Lemner, internatonal director o

Mati kﬂ}' New Look. It s on the move the
SHEEES,S‘ aﬂﬂnaft whule tme, i's an unEnown thuat
M"Eha ; wa.ﬂ VoL CAN NCVET predict. The ¢ hallenge is to try o do

IEHS Ef{emner ﬂk&- s, Like sport, retailing 1s about performance. The

best team is the one w ith the best strategy —a flexible,
EUfts h.r‘ frhf:g adaptable team that works well together and reacts
m f‘n at quickly, whatever the situation -
e mew Look has been thinkine on its fecl sincc
1969, when Tom Singh founded 1t in”launton,
England, with a £5,000 loan from his parents. [L1s
now the third-largest womenswenr retatler irt Britamn.
with 100 factories in 43 counincs pn wucing live
million garments and 35 million accessorics. In the
LK, its closest competilors arc high-strect glanis
Top Shop. River Island, Next and Primark
With =ales of about f 1bn in 2006/07, INew
Look has averaged 13 growth over the past five
vears, s stable, year-on-=yel growth and that
is important,” says Lemner o, the business 15
adding new stores o its portiolio and has its cves
on international expansion. Aware of the proven
international success of ‘fast fashion’ retailers
H&M and Zara, it aims 1o double its urnover and
Jeeclerate international growth “Wew Look is a
well-structured company W ith clear goals,” says
Lemner. “Tt has been an excellent British fashion
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+» retatler with a strong concept and growing profits.
Now we want to become an international retailer.”
Swedish, multilingual and quietly spoken, Lemner
joined New Look three years ago. Tasked with taking
the company international, his job is mulifaceted:
he led New Look's European launch in 2006; he is
managing director to its second fashion brand, MIM,
which operates 260 stores in France with 2,000
employees (“New Look and MIM are two different
brands with no connection, except that the group tries
to maximise the synergics,”
explains Lemner); and he leads
MIMs small London-based
franchising team, which focuses
on the AMiddle East

Past lives
Lemner believes that his
strength lies in his experience.
Now aged 50, he has lived
and worked all over the world.
Prior to joining New Look, he
ran distribution for lingerie
manufacturers Hop Lun in
Hong Kong. Before that, he
was with H&M for 17 vears,
where he launched the brand
in France, Belgium and Asia. *
like to work with people and am
fond of a challenge,” he savs.

Lemner has seen his role
become more complex as
more companics sct their
sights on international retail,
thereby increasing competition,
“Gilobalisation means that
fashion has become more
international,” he says. “People
arc more informed and the
trends are similar. These days,
the message is out in the same
sccond around the world.”

Today, New Look has come a long way from its
original roots. Always aiming for step-by-step growth,
Tom Singh expanded his value-priced fashion brand
throughout southwestern England and by 1988 had
opened 46 stores in the UK and a store in France. By
1990, he owned 70 stores, having pushed the brand out
to Britain's provincial towns and recruited non-family
management. For the next five vears, New Look saw
growth rates of about 500°% per vear. while its profits
increased by 80% in the same period.

Singh's goal, however, was 1o develop the business
from its 200m’ ‘little white boxes’ selling womenswear
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“It 1s extremely
important to
know the market,
and you won’t
know it until you
have been there”

to bigger stores with a complete fashion offering. To fuel
the expansion to the high streets of Britain's cities and
to allow his parents to realise their initial investment -
worth 500 of the company - Singh successfully floated
the company on the London Stock Exchange in 1998,

In 2000, New Look launched Inspire, a range for
larger women. Three vears later, it merged its existing 27
retail stores in France, took over the ownership of MIM
(a privately owned French womenswear retailer) and
opened stores in the Republic of Ireland and a flagship
store in London. By 2003, New
l.ook was reporting sales turnover
of £643m, of which £571m was
generated by UK sales,

Having flirted with the stock
market, Singh decided he wanted

by the management and private
equity houses Apax Partners
and Permira, he bought out the
business in a [700m deal. Phil
Wrigley took the role of chief
executive, where he remains today,
It is said that, since New Look
went private, the financiers have
doubled their money,

Since the buvout, Singh's

concept for a *new look” New Look
has gathered pace. Store sizes grew:

most are now about 1,500m". TThe

a menswear line, Generation
915 for girls and, more recently,
children’s clothes.

“Wo one is oo young or oo old
for New Look,” savs Lemner. “In

4i)-year-old women's market and
about 3% of the 46- 1o S0-vear-old
women's market.”

They may court a diverse range
of customers, but Lemner says that
MNew Look’s international brand idennty is clear. “We
have a consistent message in terms of offer, price and
communication. Consumers in all regions profit from
the same offer and the same value.

“We do not use different price strategies in different
markets, but there are differences of cost, such as VAT,
Essentially the base product is the same, but there are
regional differences,” he says. Knitwear, for example, is
an important product in France, but less so in the UK.
In Drubai, New Look’s franchises sell more summer
clothes. Then there are consumer demands such as

his company back. In 2004, backed

company has successfully launched

the UK, we have 4.3% of the 35-to

differem sizing models: French women are a size smaller »»
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than their British counterparts,
“It 1= extremely important wo
know the market, and vou won't
know it untl you have been
there, savs Lemner

His expansion tactics have
served lham well: research and
understand vour customer base
= go in with different tvpes of tests
and react quickly to the results
Lince vour concept 15 working,
have a clear strategy as o how
vou want to develop the market
and understand how each market works. In France,
he says, hypermarkets are important, but in Germany
they hardly exist. T'here, shopping is about smaller
sStores in town centres

“You have 1o have local people and local
knowledge, together with a very clear « oncept that
15 easy (o copy and roll out,” says Lemner. “A lot is
about scale.”

Building loyalty

Founder Tom Singh believed in developing close
partnerships with important supphers and Lemner
has continued this working practice. “It is essential
for swift reaction and adaptation,” he savs. “At

the same ume, vou need o look [or new regions
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£1bn

New Look's sales
in 2006/07

and new supply bases. We
are currenty remmforeing our
presence in Turkey, where
they have developed greart
fashion-production skills.”

The challenge, he thinks, is to
get the best out of cach market.
Each region has advantages in
terms of price and quality and
Ome countries are cspecially
good at producing certain items
“It comes down to having local
knowledge,” he savs

Another international challenge i1s emploving
people with the necessary experience. Then there is
“You can find the right stores in
the right location and the right conditions, but you

the logisnucs set-up

have 1o understand how you communicate,” says
Lemner. “Each market is still relatively different and
cach arca has its challenges.”

For both l.u.'rurh.'r .|I!1|,I :“"q.'-._'".'. |_|l:1]n,._ the |1||._:_|_;|_'~.|
challenge is the complexity of the international
market and the need to be good at so many things,
“Understand the concept centrally, then adapt it
= but do not change it = for the local market,” he savs
“Successful international retailing should follow the
80/20 rule: do 80% the same way evervwhere and

adapt 206 1o the local market.” - &
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