How Marico is readying itself for disruptions in the FMCG segment

Company to rejig its distribution and
supply chain to streamline operations
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With the growth in the FMCG
sector slowing down to 6-8
per cent from 10-12 per cent,
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pronged strategy to make the
company adapt to the chan-
ging business environment.
To start with, Marico is
looking to reorganise its dis-
tribution and supply chain as
part of its efforts to stream-
line operations and take ad-

vantage of the digital
platforms.
“We see a change in the tra-

ditional supply chain net-
work. For example, 3-4 years
from now, we may not need a
distributor salesperson to
take orders because there
could be an app that does the
job. Similarly, there are these
supply chain logistics pro-
viders who can do the fulfil-
ment. There are professional
logistics who have econom-
ies of scale to do the last-mile

delivery” - Gupta  told
BusinessLine.
Currently, most FMCG play-

ers manage their distribu-
tion network wherein their
respective sales executive vis-
its stores across the country

for booking orders and sup-
plying them. Globally, there
are companies such as DKSH,
which does everything from
sourcing, market analysis
and research, marketing and

sales to distribution and lo-
gistics and alter-sales ser-

vices. Gupta reckons that
similar players will start scal-
ing up in India, too. “I think
the distribution system will
change. I can use that same
logistics courier  system
which the Amazons of the
world operate. It's not about
just margin any more. It is
about rotation, stock rota-
tion. So, therefore, if you are
No 4 and No 5, in today's
world, you will be much
more at a disadvantage,” said
Gupta,

No slowdown worries

Marico’s chief is not unduly
worried about the slowdown
in consumption, saying that
it was not a structural issue.
“Maybe, 10-12 per cent was
good earlier, now 6 per cent
is good. We are recalibrating
our aspirations. There is a
problem in rural, but we are
not seeing a situation in our
segments where people do
not have money to buy bis-
cuit for ¥5. The slowdown, in

FMCG, which really started in
February this year, is tempor-
ary,” said Gupta.

One of the concerns is that
in rural areas, the wholesale
market is stocking less be-
cause there is a cash crunch.

“I would think that it
would be okay by January-
March quarter. However, this
quarter (July-September) is
going to be perhaps the slow-
est. The recovery and
everything should be better
in Q4,” he added.

However, despite the con-
fidence, Marico is not sure if
it will touch its target of be-
coming a 110,000 crore com-
pany by 2020-21. “It's an aspir-
ation; there could ups and
downs. Let’s wait and watch
because it's  something
which is three years from
now. Moreover, even if you
hit 95 per cent of the target,
it’s okay. So we are staying on
course on the medium-term
strategy,” Gupta said.

New business models
One of the things Marico is
doing to stay on course is to
invest in start-ups to learn
about new business models.
For example, it picked up a 45
per cent stake in the
Ahmedabad-based start-up
Beardo, which plays in the
mass-premium-to-premium
men grooming category.
“There is an untapped de-
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mand there which large play-
ers are unable to tap into be-
cause that ~ requires
high-velocity innovation. For
example, for Beardo, their in-
novation cycle is at 60-90
days compared to 8-9 months
for a traditional FMCG com-
pany. They are happy to put
5,000 pieces on an e-com-
merce site and check if it
works or not,” said Gupta. “So
you are now going to have
clear 23 business models,
emerging — there is a
premium, niche model,
there's an wurban hybrid
model, and there is a rural
model. So it’s no longer that
one-size-fits-all, which also

means different capabilities.
To give you an example: To
sell some of the premium
niche new things which we
launched, 1 don’t think I need
a capability of mass market-
ing,” he explained.

To cater to the changing
business models, Gupta is
also changing the way he
hires. “I find MBAs extremely
risk-averse. Also, if you see,
the new set of entrepreneurs
are all undergraduates, So |
like to push my system to re-
cruit non-MBA. A person who
scores well at colleges like St
Stephens or SRCC is much
brighter than some of the
MBAs,” he said.

On international markets
Marico is also reviewing its
presence in some of the inter-
national markets. The com-
pany is looking to consolid-
ate its existing footprint
instead of investing in new
markets. “There could be
some expansion, but what |
am against is adventurism
there. You can be far more ex-
perimental in markets where
you are already active. For ex-
ample, we are going slow in
Africa, especially in South
Africa, because I think there
is a fundamental economic
issue there." .
One thing that Gupta
doesn’t want to do is to en-
gage in price cuts like some

-

of the other FMCG players.
“We now have a reasonably
sophisticated pricing model
to avoid bleeding on mar-
gins. So unlike a multina-
tional, who sometimes have
pressure because of their
home markets, we have no
such pressures,” said Gupta.

Product innovation
Marico is using technology to
develop products that cater
to real issues such as short-
age of water. “All products in
the cleaning, washing, laun-
dry segments that consume
less water would be a big
driver. | may have a range of
oil, shampoo, conditioner,
body wash but if it requires
much water, then it may not
do well," Gupta explained.
Similarly, Saffola, which star-
ted as a premium edible oil
brand, is being turned into a
health food brand as con-
sumers start using less oil.

Marico is concentrating on
new verticals including male
grooming, premiumisation
of its hair nourishment busi-
ness, health foods and skin-
care, “We hope at least 2-3 of
them will attain critical
mass. Today, if they contrib-
ute to the overall revenue in
single digits, they should be
at Jeast 14-15 per cent of sales.
Each of them should become
¥300-500 crore brand," said
Gupta.



