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ON THE RECORD

THE CEO OF THE $4 BILLION PRADA GROUP DISCUSSES THE RECENT SIGNS
OF LIFE IN THE LUXURY MARKET, DIGITAL COMMUNICATION AND
THE NEW CONSUMER — AND HIS VIEW OF BOTH AMERICAN AND ITALIAN POLITICS.
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ou have been emphasizing the relevance of
Made in Italy production and have invested
over the years in your plants in an effort to
find a balance between the impact of build-
ings and nature. What have your guidelines
been worldng with the architects? How
important is sustainability for consumers?
What does this word mean to you?

We started thinling of giving an identity to our
production sites in the Nineties Decause we've
always been convinced that our employees worl-
ing in the plants must know that they contribute
to the quality of the products. If our technicians
worlt in a pleasing atmosphere they participate
more, they express their sldlls more, This partic-
pation is an jmportant element for our products.
When we decided to give an industrial structure
to the group, we contacted Guido Canall and
also [Plerluigl] Cerrd with the goal of diluting the
impact of our industrial premises on Tuscany's
landscape. On Dec. 15, we are inaugurating our
new logistics center in Levanella covering 102,000
square meters [1.1 million square feet] . For thege
premises and jndustrial warehouses we designed
aspeciallandscape of trees in order to minimize
the wisual impact on the territory. This approach
Is expensive, but it's longlasting and we thinl it
has given a strong identity to the Prada brand in
the Valdarno region.

We have a newsletter published every two
weels so that our employees are informed about
OUT store openings, events, fashion shows, inau-
gurations ortechnical improvements ofindustrial
sites, culmiral activities... Everything that has to
do with the group's life. Otherwise how does one
lenow about Miuccia recelving an award in LA, or
the opening of a boutique in 5. Barth's, if hejsin
Anstralia? To lmow what happens within the group
expands people's horizons and you can't only rely
on the Internet, And we think that everybody,
whether at a warehouse, at the plant, in an office
or inastore, must feel they are participating atthe
company's development.

Unveiling the “Last Supper” by Giorgio
Vasariin Florence in November, which Prada
has helped restore, you urged your peers
to help those in need after the devastating
earthqualce that hit central Italy at the end
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of August and continued to rock the area in the ensuing months. Did
your plants have problems?

Tes, the new and old buildings both. Inthis case, we had no damages near
ATezzo, which 15 less subject to this jssue. The plant in Civitanowva MMarche,
created 15 wears ago, near Tolentino, that had no problem [despite the
earthquale].

Youhave set up the Prada Academy to train new artizans. Is finding
young artizans still an issue?

Until 10 years ago, young people were not interested, but now they are,
they want to go back to the factories in qualified positions, since these pay
well, Thisis part ofthe pipeline. We lile forthese young students to already
have some expertise when they start worldng with us, but they are not tiedto
us for life. We transmit the experience, but we don't want to do it in a selfish
way or teach them only on condition that they will worl: for us.

In the past, you lamented the fact that Italy’s bureaucracy has been
slowing things down. D¢ you think Prime Minister Matteo Renzi’s
government has tadded this problem?

Renzi has revved up a mechanism, this is unquestionable. The Jobs Act

ABCVE AND RIGHT.

P roda's state-of-the-art
industrial somplex in
Tuscany's Valvigra are
part of Prada’s "garden
factories” andare
nestied ina lush
landscape of
pomeagranats, figand
Jujube trees and
vineyards
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Wag a starting point. My point ofview iz that t's better to do something that
can be improved ratherthan not do anything because you want it to be per-
fect. We were frozen in ashocldng inertia. I must say that with Renzi at least
something moved,

Obviously Renz asa prime minister hashis opponents, it's normal. To me,
the opponents haveused the yes or no vote to their own ends, to be polemic
toward Renzi's government, creating instability, After [Bettino] Craxl and
[Silvio] Berlusconi, this has been the most stable government, In Italy, any
government that lasts for fiveyearsis a lusury. In other countries it's normal.

Just ahead of the referendum on Dec. 4 [to vote on changes on Ita-
ly’s constitution and promoted by Renzi], what is your opinion of the
ecomomy and the scenario after the vote?

I think [the idea suggested by some that the referendum would mean]
exiting the euro is excessive. Renz has worled a lot on changes. He's based
everything on this reform. If he doesn't win, there is no vote of confidence,
it's arejection of his wiews and [ 'would expect that he would tale a step bacl.
Ifhestays, he must have his reasons orbecause of a sense of correctness. We
don't lmow what happens in the palazzo, but it's his decision. m
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The Prada
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in Mantegranaro, ltaly.

BB novEMEER 208 Mo 4 WIWTHS0 M

Are you interested in politics? Are you
active in any way?

Only through television and the papers and
through people that have more experience,

Has the burden of taxes been leszsened in
Ttaly?

It's been an jssue discussed for the past 20
years. Italy is a state that has spent more than it
earns. The only way is to aim at the pocleats of
citizens and companies to try and get more funds.
Ifthose that don't pay their taxes would pay even
alittle, that would beberter, Butit's not sobad: In
France, the welght iz not less than in Iraly.

Whatabout accessto credit? Italy has been
dealing with a severe banl crisis.

They gave credit to people that did not paybacl,
this iz the problem, and they also had to finance
provinces and regions. I think banlks are still will-
Ingto support significant start-ups.

Let’s move on tothe Pradabusiness. During
past conference calls in discussing financial
results, you spole about the need to idendfy
the new luxury consumers, Who are they?
How do they buy? Are theyloyal? How do you
think to engage them?

Every 10 vears, there 1z a presentation of a
typical consumer. But the consumer today still
Wwants that same lsury as bacle in the Eighties or
Mineties. The difference now is the approach to
that consumer. Until the year 2000, the markets
that could tenefit from humry were very much
limited, one-third ofthe world, Then camethe glo-
balization, the new marlets, Brazil, China, India
and this brought three billlon new consumers, so
the marlet hastripled but the customers are maore
diversified in terms of habits, ethnically and so
ol These are consumers that use tools that are
entirely different from the past, the Internet, com-
puters. BeforetheiPhone came out, and especially
theiFPhone &, there wasn't really aboom oftheuse
of digital images. But after 2014, with the [iIFhone
] it's a small iPad. Everything changed with the
use of images, and the connection of peopls, the
new digital platforms. [Kim] Kardashian, for exam-
ple, has 80 million followers — 80 million. What
a number. Ten years ago it was unthinkable, The
approach of consumers changed also toward fash-
Jon. The first contact with fashion s the phone,
e-commerce of the store equally are the second
contact, stimulated by all these digital activities.
This means that companies must be prepared.

D you think some brands are snealy and
may jump on this and foous on products that
stand out on sodal media?

Ithinl so, but I'want to add that people's atten-
tion iz Bmited, and speed requires fortheimages
to strike you. And this, whether it's the image or

"FASHION STEMS FROM
NEW INITIATIVES AND
NEW CHALLENGES, FROM A
CERTAIN KIND OF FREEDOM.
[F THERE ARE RULES ITS
WRONG”

somenne wearing the clothes, changes the identity of the product, sothat it
iz more visible,

Iwas thinldng ofeach product, focused in terms of photography. Even abig
black shopping bag can have an Jdentity be [special] in a context, So it's not
the object but the context, Wewould almost haveto do avideo per weelt, It's
abig problem in terms of organization, the product s almost "less important”
than the sldll in presenting it. The representation beco mes very important.
To align product and representation js the winning asset,

Doesthisimply a spedal alignment between designer, entrepr eneur
and commitinication?

There must beadirection. Thiz is the new communication, totally different
fromthat on paper, which can lastaweeltor aday, It's the difference between
the iPhone and paper, orsimilarly, between cinematography and the theater.
Cinema has a different depth. When you see a movie set, it's poor, compared
with what you see on the big screen. The same iz if you try to put a theater
representation on film. Communnication is changing. The relatjon with newspa-
pers and magazines s no longerwhat we wereused to. In addition, now there
are also the relations with VICs [very Jmportant clients]. People expect to see
the equivalent of what js on paperontheir phones and then on films integrated
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and expanded. There must be a strong integration
and direction. E-commerce and digital stem from
this direction, how do we do it, when we do it, it
all impacts style and industrial actvities.

Early on, you were wary of e-commerce,
but now you have opened up to selling on
Mr Porter and Net-a-porter o you sell more
onlin e than in the past?

Ve zell more o0 e-cOMMAarce Now...

Do you have a different opinion of e-comr
merce today?

It has not changed for me, but what we expected
would happen has happened. E-commerce was
very Amnerican and now it's moving alsoto Europe
and very strongly in China. The worlk increases
for us. We hoped it wouldn't happen [he smiles].
There will be an overdose of digital in 2017,

Brunello Cudnelli contends that companies
should not send t00 many e-mails around
and that communication should be easy on
consumers.

We may dream of a world not tied to the past,
but it's not right, I remember in 1988 when peo-
ple would tease me because [ had a big phone
in my car, but it was better than stopping on the
highway with a bag of coins to male calls from
public phones.

What iz the perception of the marlets
today?

Chinais showing signs of a piclup. The markets
are ot bad ar all. After Brexir, the 11K, s much ber-
ter, Pans is stll affected by [the terrorist attacls]. It
has not picled up. Between the two o ptions, going
to the UK, and feeling its energy and FParis with
Jts waight of worry, people discard Paris. Athens
s performing very well, there are many Chinese
tourists going to the Parthenon. Russia has picked
upalot, the Red Square.. Uliraine no, it's different.
In the U5, we have problems with our store on
Fifth Awenue, just in front of the Trump Tower,
because people can't access It.

They zay the president-elect will spend alot
of time in New Yorl.

He will go to Washington, it's all smole, News-
papers write about him, they lve off this, I'm not
worried, and I don't understand all thizs conecern.

Amnerica jsa very simple country, it's very conservative, it maintains its habits
and structures, It has a very precise establishment, the Federal Reserve, its
ministries, a codified system, it's a machine that moves in a structured context,
Idon't think anyone can just overturn it from one day to the other—no way.
Do you lknow how many obstacles there are?

lam more worried about Bolo Haram in Affica.

The Middle East, Singapore, Talwan, very stable [business]. Did you see
they want to double their population in Singapore?

Much has been done to revitalize Milan Fashion Weel and you have
been working as amember of the CameraNazionale dellaModa’s com-
mittee, The fashion industoy rade fairs are regrouping and taking place
atthe same time. What do you thinl of the changes taking place today?

Afrer many years there is an effort to change things, but Iwant to stay out
of quarrels [regarding the shows' calendar]. With the Camera della Moda
now, thers have been many changes [President Carlo] Capasa is working
well, there Is a new energy, With the [entrepreneurs patt of the Camera's]
committes, we are allfriends, with [Luigi] Maramott, [Renzo] Rosso, [CGildo]
Zegna, there's never been any contrast, we never quarreled. The same with
Pitti Immagine, [president Gaetano] Marzotto, Fublic or private associations
must find a way to coexdst, to find situations that can be clearly positive for
Milan and the fashion world, rather than anyone [mountng on their high
horse] and the perception is good now.,

And Renzi has been emphasizing therelevance of the fashion indusay.

Tes, he's opened Milan Fashion Weelctwice, In fact, his opponents say that
he was looldng for visibility in doing so: a reallytasteless comment. He comes
among people he doesn't know, must smile and be niceto everyone, and he's
put down. That's awful. I think we should all thanl him.

What about the women’s shows maoving to July?

Itried to launchthatidea many years ago, Sooner o later someone willdo
it, but I don't think anything will happen now.

lam favorable to everything. Fashion stems from new initiatives and new
challenges, from a certain kind of freedomm. If there are rules it's wrong. There
s nothing right or wrong in fashion, Brands should do what they thinloworls
forthem. Showing women's in July would bring production advantages, the
fame as when men's wear shows were moved from Septemberto June, Butif
jt doesn't happen, amen. In all situations, thosethat are affected the most are
the smaller companies. They can't plan or buy in the darl. We should leeep
an eyeon small companies for every change we want to jnitiate, It's the same
with digital. Those who are excluded are the smallbrands. Investments cost
and the gap between small and Big companies increases.

Omne analyst during a conference call once asked youabout apossible
delisting.

Tam against delisting, Tam very satisfied with the Bourse, B

Prodo's footwaar
plants were designed
by Bertallis goto
architect, Guide Canali,
with employes
well-being and reduced
enargy consumption
top-of-mind
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