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orporate transformations are best not done during an
economic showdown. But Marico Ltd s unperturbed as
it has been a company in transition for most of its life,
Afterall, the Mumbai-based FMCG company with siles
exceeding $1 billion (consclidated total income o

7,437 crore in 2018-19) had created a branded safflower and coco

nut oil business out ofa commadity play in the 1970s and made an
equally bold move into value-added products in the
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Decades ago, Marico founder Harsh Mariwala disrupted
the FMCG market with hair oil. Now, MD Saugata Gupta
wants to do it again in a host of new categories
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ver (HUL) under Keld Dadiseth had famously
offered to buy out the company as Marico's
Parachute was dominating the Indian coco-
nut ol market. HUL had acquired Nihar hair
oil and was looking to have a dominant foot-
hold in the segment. But Mariwala was not
willing to sell. Marico survived the battle of
distribution muscle-flexing and advertising
blitz and actually bought out Nihar from HUL
around 2006 through a bidding process.
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will aid in driving product diversification and
longterm growth, " the report added.

An October 3 report by Edchweisa that fo
cused on the entire FMCG market saw a 3%
growth in turnover at Marico for the second
quarter of 2019-20, with 13.9% growth in
EBITDA and a12% growth in net profit.

A Reliance Securities report on October 7,
on the other hand, referred to the higher
crude palm oil prices to forecast a drop ln
w. It, however, sal would
growth 4% in the second quarter.

The Edelweiss report gave a
265% weight on Maricoinan FMCG
portfolio that it recommended,
with the other stocks being HUL
(30%), Britannia (25%), Godre)
Consumer Products Limited
(0%} -and Colgate (10%), The Reli-

volume ance Securities report, on the
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other hand, only picked ITC and
HUL as sector winners,
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in Marico had shifted from “conservative” to “risk-
ulm- orfmm“m.-«dygmw:l: 'to* Fast-track™, It
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u:uvlng from “Jow margin® to *high margin®,
Value added “local” to “global” and “oils* to “FMCG",
hair oil So0n Mariwala was creating new pairs of
zox words as he spoke about corporate transfor-
mation: “products” to “services” or “unlist

ed” to ~listed”.
‘The changes afoot today are around new cat-
egories such as healthy snacks and men's
grooming products. However, the biggest move
happened in 2014 when Saugata Gupta, then CEO
2 :-':J:Tm nmwwu.su.rm-rprr:duusb:m ness at Marico, was
dsh lirector, The servicesk
under beauty solutions provider Kaya were de-
merged into a separate company and Mariwala's
daughter Rajvi, 39, and son Rishabh, 37, took up
roles outside Marim Mariwala's children have since incubated

lso help hi family office.

Gupta points out that ahl.lrMa.rIm was always an “insurgent”, It
is also an “incumbent” todiy because it is the market leader in
many categories, He would like to keep the company close to its

“insurgent” roots.

“The ify the right catego
ries, where we can dominate elther by being a ploneer or through
disruptive innovation.
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~“Total Displacement”

Marico has had an association with strategic brand expert Shombit
Sengupta. In 1998, Martwala had enguged Sengupta, who was
based in France then, to help with Marieo's innovative push into
FMCG skincare products. That was the second wave. In the 19705,
Mariwala, 68, himself had moved away from the family business of
selling coconut ofl and safflower ol in large containers to making
Parachute and Saffola household consumer brands, He had dis-
rupted the m:nlu-( with inmovative branding and packaging.
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zam, Facebook, Apple) means the whole idea
of distuption, change, rupture are finished,
obsolete and old fashioned. Now youneed a
du:placemem srnlem

i » point that consumers today
can desire anything they dream of and can
purchase it from anywhere in the world, Sen-
gupta says: “In the digital era, consumer att
ude and behaviour have become ex-
tremely intuitive. The innovation
metaphor is like an old Roman aque-
duet - a breakthroughat that time but
displaced today. 1 am not sure Indian
companies have understood this re-
quirement of total displacement.”

Managing Director Cupia is aware
of these challenges., What took Marico
oS billion in sales will not take irro 52
billion, he says. “We have to create
new avenues of growth.”

The innovatlon cycle worldwide
has shrunk to barely 60 days now, he
says, from several months during the
earlier years. “So we have to be more
entreprencurial and agille with a high-
er innovation velocity.” He explains
how private equi nded FMCG
startups do not feel the need to scale
up, are comfortable with putting
5,000-phus items on ecommerce por-
rals, and quickly withdraw products
that do not work. Further, trends orig-
inating abroad do not take time o
ravel to Indla asstarmups pick up ideas
from global trade shows like Cosmo-
prof and execute them quickly in In-
dia. “When it comes to distribution,
there too you do not need to doityour-
selfbut just buy the capacity,” says the
managing director.

This is why Gupta wants Marico o
hold on to its *insurgent™ genes of the
15708,

In the late 1990s, Hindustan Unile-
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Today, domestic sales of Parachute and
Saffola brands make up for 43% of Marico’s
turnover. Growth is expected to be in Jow sin-
gle digits in these two categories.

Gupta is, however, pegging his revenue
growth plans for the next few years on two
other engines. The premium skincare and
male grooming products are the first, The
second one is foods, under the Saffola Fimify
brand umbrella. The company has already
launched products such as protein shakes,
green tea and green coffee.

Apart of the plan is to also reduce the com-
pany’s dependence on Saffola and Parachute
and make the business model more sustain-
able and less dependent, especially on coco-
nut oil and safflower oll commodiry cycles,
For that, Gupta explains, the foods business
has to grow from 2200 crore now to £500
crore in sales and the skincare business, now
at T3040 crore, has 1o grow to 2300 crore in
sales. For male grooming, his target 1s 2500
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crore from 7200 crore at present.

Along with growth In these categories,
Gupta wants the rural segment to-contribute
40% of the turnover instead of the 35% it
brings in today.

Much of this will also mean answ enm, :}w

in higher growth. Southeast Asia
accounts for 26% of International
business.

Clearly, the trick for Marico
here will be to keep the margin
moving up even as turnover
growth slows down. Gupta ks opth-
mistic of that as he expects a re-
vival ingrowth inthe third quarter

e Eolewess

iwala suys the government is aware of
the economic slowdown and will initiate ac
tion to ease the situation. But innovation
alone cun help Industry. He adds that it could

question of how does one sell to milk

ar the mid-teens, The new Kaya Youth brand
has been created with a licence from

Kaya totarget the young.

While the economic growth has
slowed, Marico has experienced a
commadity cycle boost, In a report

dated August 2, HDFC Securities
analysts Naveen Trivedi and Sid-
dhant Chhabria wrote that Mar-
feo was trying to make the best

of a copra deflationary cycle
(prices are down by almost
25%) and build a futuristic
portfolio, It was also using

the higher gross margin on
advertising to launch new

-0 products in premium hair
oil, foods and male groom-

ing. “Although the products

are niche and may not have a

high success rate, we admire the
management’s aggression which

be pricing i thar does the trick dur-
ing a difficulr fime. “Either you grow the mar-
ket or grow your own rmarket share.”

Marico has, Mariwala siys, created a mar
ket in the past by launching products like Re-
vive, Mediker or newer Safolla blends and at
other tmes expanded its portfolio by ac-

with ET Maguzine came to
an end, Mariwala pulled cut one last slide that
plotted the company’s new category entries,
the listing of its Bangladesh arm and the mul-
tple acquisitions over the last decade, along
with Marico's steep tumover growth.

Owning the Game

The task now will be to plot these innovatons
against its share price thar has been hovering
in a band of 2300-400 band for the last two
years, It closed Friday ar 7383.70. HDFC Secu-
rities had in August set the stock price target
atT3Ige.

Gupra is berting on Marico's blue ocean
strategy - enter i less crowded area and own
it, instead of fighting tooth and nail in a mar-
ket with dominant players. This will push the
FMCG company deep into the “in-berween
meal” snacks categories - the nurf of un-
branded players. He mentions “idli-dosa”
mix as one such play.

“In & large company, risk-taking is oftén
lower. We need to create that environment
imternally,” Gupta says, adding that he sees
Marico play the role of a “scaled insurgent”,
with executives operating with an "owner’s
mindset”.
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