Taking to India

A Learning Experience
- Rukmini lyer
An article in the Harvard Business Review
once quoted, “Multinationals may change
emerging markets forever”. But we seldom
realise that the reverse may also be true.
Here’s a case study that, albeit fictional,
outlines the dilemma faced by several
multinationals that foray into the paradoxical
Indian market.

Cosmetic Dreams

Groomers Inc, a multinational in household
hygiene and coloured cosmetics, made its advent in
the East European, Chinese and Indian market at
about the same time. Traditionally a household
products company, Groomers had carved a
comfortable niche for itself in Europe and the US until
its position was threatened and diluted in the early
eighties. By the mid-eighties, Groomers had realigned
its business focus, fine-tuned its product portfolio in
household care and also rejuvenated its coloured
cosmetics businesses. The company now sought to
also expand geographically since its interests were
largely in the US and Europe and the company’s
management realised it wasn’t sustainable. They
believed that the 300 million-strong Indian middle
class could be leveraged for mass-market products
and if they developed a good cosmetics business they
could develop a good portfolio at the mass level
which could be leveraged anywhere in the world.

The Indian operations were set up and the CEO
Kim Hitachi, a Japanese expert in new market
development, built a sound sales and marketing team
with strong distribution skills, drawn from Indian
companies. There were two target areas in the Indian
market: household care or skin care and coloured
cosmetics. The international board strongly mooted
the fragrances idea, since research showed this
market was virtually untouched and global brands
had a far greater possibility of succeeding. They also
vouched for the detergent market, but CEO Hitachi
scrapped the idea of detergents after studying the
market that was already dominated by two well-
known MNCs. Hitachi believed that though the
market for detergents was large, it would be difficult
to set up a company from scratch, given the intensive
distribution and the huge entry costs required to
create a reasonable base of production, logistics and
sales.

So finally, Groomers India settled to start with
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three colour cosmetic products - nail varnishes,
lipsticks and eye make up. A lot of research went into
the product and the quality was highly appreciated
during the trial runs and pre-launch surveys. The
production costs were such that the products had to
be priced at a premium of 25 to 50 per cent over those
of the closest competitors. But even this did not seem
to be a hitch, as market surveys found that consumers
rated the Groomers’ sample very highly and were
willing to pay a higher price for quality products.
The Harsh Reality

The troubles began when the company realised
that though initial purchases of the cosmetics were
good, repeat purchases were very low. Since the
brand value of rival products was also very high,
consumers tended to go back to those products due
to the price advantage. Here was a dilemma for
Groomers India - if they succumbed to the price war
and lowered their rates, there was no way they could
break even within the targeted period of 3 years. Also,
lowering the price and pitching for volumes was
against the company philosophy, as it would lead to
high marketing costs.

To break out of the vicious circle, the Groomers
top brass decided to capitalise on the current
distribution set up to launch a range of deodorants.
Preceded by a splurge of advertisements, a reluctant
Hitachi launched the fragrances in the market. But
this resulted in yet another blow, as the Indian
consumer demanded much more than two premium
fragrances offered internationally. Also, it was a
Herculean task to tap the mass market, which
preferred talcum powder instead of deodorants due
to the humid climate in the country.

In a bid to save the brand, Hitachi went against
his bosses” counsel and launched a range of talcum
powder under the Groomers” umbrella. The talc was
priced at a marginal premium over the competitors’
brands, so as to create a niche in the market. The CEO
did not care about the break-even deadline. All he
wanted to do was to make the Indian consumer accept
the brand.

The reality struck three months after the launch,
when Groomers found that retailers had a huge stock
of unsold deodorants. The talcum range had medium
levels of trial, but repeat purchases were high. From
a sales perspective, it could be said that the volumes
existed but given the pricing there was hardly any
contribution left!

What Went Wrong

Time for retrospection - when Hitachi, along with
a few other aides looked back at the dismal
performance in the Indian market despite the fact that
the Groomers brand name was already well-known
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in India even before they entered the market, they
realised that it was a mistake to overlook the
idiosyncrasies and the heterogeneity of the Indian
market. Groomers India had failed to understand
consumer habits before offering them premium
products. The average Indian consumer was not
upgrading at the pace at which new products
developed. Secondly, imagery in colour, skin and
fragrances was so different that each category of
consumers required customised products - and this
was obviously very difficult in terms of investment
and feasibility.

As the management studied the performance
charts, they were intrigued by the emerging patterns.
Groomers’ approach had been the same in China,
Eastern Europe and India. Yet, Eastern Europe was
profitable from year one. It took the company five
years to succeed in China, but that was because of
the takeover of another large local cosmetic brand.
Taking on an ongoing business always gives you the
energy to build it and take it forward. Creating brands
in new markets takes a long time - it means changing
habits, building brand saliency and nurturing the
market.

The question now was what could be done to save
the brand in India?

The Mantra For Success

The debacle of Groomers India was a clear case of
value arrogance. Multinationals very often enter new
markets on the assumption that their brands are
already well known. But what they need to
comprehend is that every market has its own needs
and preferences, which it expects the sellers to
provide, given the choices available.

Groomers read India wrong and that was its
undoing. To see the market as a homogeneous whole
was erroneous. Also the top brass lacked the initiative
to make consistent decisions. Instead of salvaging the
first product launched, Hitachi launched two more
products using a similar strategy, when he should
have known that it was necessary to debug the
operations first.

Groomers had already made massive investments
in its distribution set up. It could, therefore, focus on
retail, but limit its presence to major markets/stores
that cater to the high-end consumer. One area of cost
cutting is marketing costs, where an alternative
would be direct selling agents. But this would be
feasible only when the product has been accepted by
the market (to some extent, the talcum powder). But
before it did that, Groomers could take a long, hard
look at its basic failures and rectify them. It could
develop long-term, well thought out strategies in sync
with market nuances. Above all, it could adapt to
India. m
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How does it apply to you? Trace the roots of
philosophy...

- Sharmistha Khobragade Bagul

Socrates (470-399 B.C) occupies a foundational
place in the history of ideas. He was a soldier who
had served with distinction in the Peloponnesian
War. He later devoted his time to teaching. From
him comes the Socratic Irony or the Socratic method.

Socrates” method of philosophical inquiry
consisted in feigning ignorance about a topic and
questioning people on the positions they asserted
on the same. He would work them through questions
into a contradiction, thus proving to them that their
original assertion was wrong. The idea was to allow
them to discover the answers themselves. This
method has been successfully employed by Harvard
and forms the core of the case study method
followed by IIM Ahmedabad.

If the worth of a teacher is determined by the
success of his student, then Socrates is indeed worthy
of the prominent place that he occupies in the history
of philosophy as the guru of many distinguished
philosophers like Plato and Aristotle. Socrates left
no written records of his teachings and therefore our
best sources of information about Socrates’s
philosophical views are the early dialogues of his
student Plato, who attempted to provide a faithful
picture of the methods and teachings of the master.

For Socrates, the issue of primary importance was
ethics, living a virtuous life. Socrates was interested
in true virtue, which he held (like genuine health)
should be the same for everyone. This is where he
differed from Sophists, who believed that “good”
or “bad” are relative terms whereas Socrates
believed that they are universal or absolute. He
believed that virtue is knowledge. If one knows the
good, one will always do the good. Therefore it is
important to learn or to know. Destroying the
illusion that we already comprehend the world
perfectly and honestly accepting the fact of our
own ignorance, Socrates believed, are vital steps
towards our acquisition of genuine knowledge. The
distinction between genuine knowledge and mere
true opinion as insisted on by Socrates is of the
greatest importance. This perhaps is Socrates
greatest contribution to philosophical thought.

Because of his outspoken views, he was charged
with corrupting the youth and defiling religion. He
was convicted and sentenced to death in 399 B.C.
Accepting this outcome with remarkable grace,
Socrates drank hemlock and died in the company of
his friends and disciples. His legacy is that his ideas
were taken up and expounded on by his students
like Plato and Aristotle. We will discuss the teachings
of Plato in the next issue. |




