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Battle-Ready

Saugata Gupta is unafraid of carrying out bold experiments at Marico to drive
growth and innovation in the male grooming and health food segments

nt October
morning in Mumbai,
Saugata Gupta is frantically
responding to em
going through digital-related

presentations at his Grande Palladium

office in Bandra-Kurla Complex. It

is only 8.30 am and like most d.

the 51-year-old has his hands full.

Twelve years after being elevated ‘

# By SALIL PANCHAL

)

to lead Marico’s India business from
sales a marketing head, he is
Fo add

being
preparing for a new battl

muscle and volume to the consumer

goods manufacturer’s newest
tegories of premium personal
» male grooming products and

health foods. The challeng

more daunt

g considering

year low. But Gupta
remains un urbed
“We are successful
because we punch above
our weight. We are an

| insurgent company and

the trick is how to become
a scaled insurgent for

the long term,

Marico’s mana
director and C

Marico is among a
select group of Indian
blue-chip ¢
have seen double-di
revenue growth and return
on capital employed each
year since 2009, It enjoys

a stable market share

for its flagship products
Parachute coconut oil

(53 percent) and Saffola
(73 percent). One out of
every three Indians’ lives
is touched by M
the company claims. In
fact, itis No 1 or No 2

in at least 95 percent of
the product segments
itoperates in, except
deodorants and skin care.

co,

“Leadership helps us focus
ning
We don't focus on

on velume growth and
market shar

in product
cost but also advertising and

distribu
The ce

m,™ explains Gupta,

mpany commands a market
ation of 47,752 crore at

and it has rewarded its

Marico is among a select group of Indian blue-chip
companies 1o have seen double-digit revenue growth and
Lurn on capilal employed each year sinee 2009

hareholders well: 2100 invested
ico in 1996 was worth
16,909 as on March 31, 2019,

THE DISRUPTOR

SAUGATA
GUPTA

Managing director and
EO, Marico

v =
INTERESTS OUTSIDE

WORK:

Travelling, food and
stand-up comedy
shows

For innovating to
build new growth
engines in skin
care, male groom-
ing products and
health-focussed
packaged foods. He
has strengthened
the structure Harsh
Mariwala has cre-
ated by institu-
tionalising Marico
further through
stronger corporate
governance, trans-
parency and digital
transformation

Y g Parachute brand rigi
(0il sold in round blue bottl
market in the 1980s. It

Harsh Mariwala, founder and
| chairman of Marico, led the disruption
even by s
he
lowdown and demand for
consumer goods falling to a seven-

ade ear|
had joined the family-
run business, Bombay Oil
Industries (Boil), which
manufactured and traded
in coconut and vegetable
nd chemicals. Marico,
setup in 1990,
into an agre; it with
Boil to use the hute
and Saffola brands, before
acquiring them in 2001.

It was in these carly
t both Mariwala
ico safeguarded

ter entered

hute from rival
Hindustan Unileve
which was Aush wi
funds and pushir
brand of hair oil (Nihar),
apart from trying to buy
out Parachute. Armed
with new marki

campaigns, Mariwal;
only defended his turf by
increasing his distribution
network on the ground
but also won the corporate
battle by buying out Nihar

| from HUL in 2006 for 2216 crore.
Gupta was new to Marico then, but a

vital cog in the battle of the corporate

t that time, but it gave us

pta was part of the core
team which decided on the Nihar
acquisition at that time.

We went
2216
ave seemed as too high
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our long-term strategy,” says Gupta.
Marico has since successfully
transitioned from a family-run
commoditised business to an
institutionalised FMCG giant,
At Marico, the process of handing
over the baton was methodical
after Mariwala decided to give up
control of the day-to-day operations
at the company. Gupta, formerly
a marketing officer with 1CICI
Prudential in India, was just three
years with Marico when he was
made CEO of its consumer product
business. Mariwala codified both
his and Gupta's roles in the new
scheme of things. “Saugata and
I wrote down what we thought
our roles should be and then we
compared notes before presenting
it to the board,” says Mariwala, who
is 24th on the 2019 Forbes India
Rich List with a net worth of $4.6
billion (around 229,500 crore),

MIXED BAG OF ACQUISITIONS
Apart from Nihar, Marico picked up
more brands along the way. Tt bought
out Vietnamese ICP company’s
X-Men brands in 2011 followed by
Paras's personal care brands Set
Wet, Livon and Zatak from Reckitt
Benckiser in 2016, Tn 2017, it made
a strong presence in the male
grooming space by acquiring Beardo
from Zed Lifestyle and also South
African hair styling brand Isoplus.
About 22 percent of Marico's
revenues comes from its global
business, led by Bangladesh (46
percent share) and Vietnam (22
percent). Marico Bangladesh is

PRASHANTH VISHWAMATHAMN / GETTY IMAGES

a listed entity at the Dhaka and
Chittagong stock exchanges. Its
suecess there is a result of the market
shifting from loose oil to branded
coconut oil. Marico manufactures
and sells Parachute, Parachute
Advansed, Set Wet, Saffola and Livon
brands there. In Vietnam, Marico
continues to grow through personal
care and male grooming X-Men
products and Thuan Phat sauces.
Marico’s expansions into the
Middle East, South Africa and Egypt,
however, have not met with the same
success, [ts share of the Middle East
and North Africa markets—an organie
expansion where Parachute and its
value-added brand extensions are
sold—has more than halved from
33 percent in FY10 to 15 percent in
FY19. South Africa also cuts a sorry
figure, with an 8 percent share,
more than 12 years after Marico
acquired the Caivil, Black Chic,
Hercules and Just for Kids brands.
“It has been difficult to make money
[there]”, admits Gupta, alluding to

— — —_— — R ——
MARICO FINANCIALS
FY1l6 FY17 FYla FY13 Qi1FY20 Q2 FY20
Total Revenue (Ter) 6024 L9365 6.333 7334 2166 Laxa
Met Profit (Ter) Tl 7949 Bl14 930 320 247
EBITDMN margins (96) 175 195 1 175 26 16
ROCE (%) 451 468 41.3 il.1 A 8.3
* Feguee ia for H1 FY20

[EEEEER it prisentations, cormpany mloemation updates

Marico is looking to add volume
to its premium personal care and
male grooming products

slow demand for consumer goods
and high inflation in those regions.
Gupta, along with Marico's
Chief Operating Officer Ashish
Joshi (who also heads the Africa
and Middle East businesses), will
need to take a tough call soon.
“Mergers and acquisitions cannot
be a substitute or escape button
for organic growth,” says Gupta.

TOUGH CALLS
The CEQ concedes that the company
won't aim to make so much money
that the profit pool becomes attractive
for others. “We ensured that for
Parachute... it is unprofitable for
others to enter,” says Gupta. But he
needs to stay on guard. Parachute
sales fell by 1 percent in volume terms
and 4 percent in value terms in the
September-ended quarter, owing to
supply chain disruptions due to floods
in several Indian states. Marico's total
revenues were also flattish, down by
0.4 percent year-on-year in )2 FY20,
Marico is in the process of
determining fresh pricing for
Parachute to make it attractive
for regular users who [in a weak
demand environment] would
have switched from branded to
cheaper, unbranded products,
Rural demand was most hit in
the North and East India regions,
where the company is a bit “under-
indexed”. But this is also the region
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where Marico’s value-added hair

oils (Vaho)—Parachute Advansed
Beliphool, Nihar Naturals Shanti
Badam Amla and Parachute Advansed
Extra Care—have a stronghold.

The impact on Vaho was sharp

in the September-ended quarter,

with zero volume growth and a

4 percent fall in value growth.

Gupta says the current
consumption slowdown is neither
eyclical nor structural. It is
“temporary” and he hopes to get
Marico back to mid-single-digit
growth in the second half of the fiscal
{October 2019 to March 2020) in
India. Marico could clock at least 8-10
percent constant currency growth in
the international business, he adds.

NEW DRIVERS

Mot wanting to make Marico a
two-trick pony which is excessively
dependent on Parachute and Saffola
(and thus coconut and safflower oil
commodity prices), Marico has been
innovating aggressively. Besides

the core segment—the basic model
for growth, which has few but

big innovations—Marico has two
more drivers: Engine 2 (premium
personal care, which includes skin
care and male grooming brands) and
Engine 3 (healthy gourmet foods
such as Saffola Fittify power foods,
Coco-soul spreads and créme oil).

In 2019 alone, Marico has
introduced four Alavours among its
Saffola masala oats, green teas, coffees
and superfoods, Livon serums, Set
Wet Studio X range and Serums and
Kaya Youth 02 range of products.

A significant contribution to the
availability of Engine 2 and Engine
3 is modern trade and ecommerce,
including supermarkets. Engine 2 is
also being sold through chemists and
cosmetics stores while Engine 3 finds
its way through specialty food outlets.
“Much of this learning was after we
acquired Beardo,” explains Gupta.

Marico is well-placed in the

“Saugala and | wrole down whal we
thought our roles should be.”

HARSH MARIWALA, FOUNDER AND CHAIRMAN, MARICO

Waiie

GUPTA'S MANTRAS

# |15 better to have a good beand equity that s badly
managed rather than a well-managed mediccre brand

# Dont enter a category which is a “red acean™ (high
penctration and mome than 2-3 players having market
share of B percent)

# Choose categories where you believe you have a
“right 1o win’ (already have won market keadership
and i expanding)

# Enber 2 bess crowaded “biue ocean” area and oem it
rstead of fighting tooth and nail n a market whech
adready has domanant plaers

still-vastly-under-penetrated male
grooming segment both in India—
through Set Wet and Beardo—and
overseas with Isoplus (South Africa)
and X-Men (Vietnam). “There is
no mass, broad spectrum (beard,
hair care, face, body, skin care)
player which participates in all
segments of male grooming,” says
Gupta, adding that Marico plans to
strength its position there. It does
not rule out “Beardo-type” small
acquisitions in the coming years.

Rakshit Rajan, portfolio manager
at Marcellus Investment Managers,
says Beardo's acquisition might not
dramatically change fortunes for
Marico. “It has helped it get a foot
into the door [of male grooming],”
he says. However, Ranjan adds that
Marico could see a huge opportunity
in the packaged foods space as
healthy, well-packaged and safe foods
continue to gain popularity. Marico's
recent innovation, Saffola Oats,
has been growing and commands
a 79 percent value market share.

The foods segment is now worth
2200 crore in sales for Marico and
it intends to grow it to T500 crore. A
similar growth rate is targetted for
the male grooming segment. Marico
has been high on innovation, but
low on retaining focus to make the
products a success. Gupta admits they
need “scale in their innovations™,

Niche products such as its Saffola

fortified cholesterol management
atta and diabetes atta mix could

not be scaled up. “We realised that
people are not willing to compromise
taste for health. So create foods
which are ideal for diabetics, but

not diabetic food,” says Gupta.

Its other flagship brand Saffola—
where growth has remained flattish,
up just 1 percent in volume terms
in the September-ended quarter—
faces growing competition from
rivals such as Emami’s refined rice
bran oil, Con Agro’s Sundrop Lite,
Adani Wilmar's Fortune Sunlite,
rice bran and Vivo brands.

BUILDING LEGACY
Gupta, like Mariwala, is ready
to experiment. The company is
evaluating a scenario where private
supply chain logistics agencies carry
out supplies and distributors have
zero stock. Gupta is one of the longest
serving corporate heads at Marico
and is looking to build a strong legacy,
much lile Mariwala did in the 2000s.
A group of at least 20 young leaders
are being groomed under Gupta
by evaluating how they execute
tasks, their learning ability and the
way they nurture talent, appreciate
shareholder value and imbibe the
owners' mindset to their business.
Marico today is a lot more
institutionalised than some of its
competitors, This is what makes it
one of the more attractive FMCG
companies for sales and marketing
executives to work with in India
apart from its work culture and
empowerment opportunities. Marico
now has outside coaches to train its
staffers and provide development
tools to assess its young leaders.
Gupta wants to continue
pressing the innovation button,
alter distribution schemes for new
growth engines, and embrace digital
technologies in marketing. In those
terms, in just over a decade, he has
already created his own legacy. @




