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ThePricing
Conundrum

RATIKRaina was feeling happy.
He had found that right note to
strike at his presentation on
sales performance before the
management committee of
Aarpee Industries, manufac-
turers of colour televisions

(CTVs), refrigerators, washing machines
and air-conditioners. Though sales had
registered spectacular growth, Raina felt
so much was happening in the Indian con-
sumer electronics industry that the focus of
his presentation could not be confined to
numbers alone.

As marketing controller of the Rs 1,600-
crore Aarpee Industries, Raina had spent 12
years nurturing the businesses of this giant. All
this while, the focus at Aarpee had been restricted
to garnering marketshare and staying ahead of its
nearest competitor, Wyko. If this year sales had grown
by 40%, there was more cause to be delighted. Wyko,
too, had grown by 37% over the previous year.

When Wyko entered the consumer electronics industry
25 years ago, Aarpee was not even conceived. Ten years later,
when Aarpee set up shop, Wyko was still selling audio systems.
So, when Aarpee started making washing machines in collabora-
tion with Shinang of Japan, most manufacturers of consumer
durables doubted whether the machine could replace the Rs 150-
per-month washing maid.

Sleek and sturdy like the international model, the Indian Aarpee
semi-automatic washing machine took the market by storm. Two

Can multinational companies with
world-class brands become market
leaders by eating Into the marketshares
of local manufacturers who are adept
at the pricing game?
This case study was first published in BW,
24 January 1996.
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years later, Aarpee launched its fully automatic
machine. The same year it also launched an
entire range of audio systems in technical col-
laboration with Morishu of Japan. That was
when Wyko first faced competition from
Aarpee. Till then, its chief competitor was
Gimmeff India. With Aarpees entry into audio
systems, Wyko's marketshare faced a major
threat. Not to be outdone, it brought in newer
models. But Aarpee had already built a strong
brand equity in washing machines and the im-
age had rubbed off on its audio systems.

Competition became more stiff when
Aarpee launched CTVs and, without

much effort, established a good
standing in the market. Wyko

followed Aarpee into the
CTV market, already

surfeit with some 22
players. However,

within four years, the lesser brands
had dropped out and Aarpee, Wyko

and two other Indian brands had
emerged as the Top 4 brands.

By then, both Wyko and
Aarpee had come to recognise

each other's mettle. The two
companies were now fight-
ing a product mix battle.
Each year, Aarpee's man-
agement committee de-
voured sales figures hun-
grily, plotting and
planning more aggres-
sive moves to parry
Wyko while that com-
pany struggled to keep
pace with its competi-
tor. When Aarpee
launched its frost-free
refrigerators, Wyko fol-
lowed two years later.
Only,Wyko did not see vol-

umes in the mass market
and found itself a niche in

multidoor refrigerators.
Aarpee also launched its

three-door refrigerator, but
sold it at half the price of a Wyko

refrigerator. Aarpee found this vi-
able because it had sold 100,000

frost -free refrigerators in the first
year itself, achieving break-even levels

through a pricing advantage. ButWyko,
which was targeting a niche segment, was in

trouble. With its product nearly four times
costlier than the mass product, the company

struggled with volumes.
But this year, the 37% growth in Wyko's sales pleased

Raina. "Wehave grown 40% over last year," he told the manage-
ment committee at his presentation. Even before the cheers could
die down, he added the confusing line: "But the good news is that

Wyko has also grown by a close 37%." This
meant that the new entrants in consumer
durables, giants with a world-class image like
Pontiff, Senter, Tawi, Sunshi, Taurus and Waki,
had not affected the Indian companies.
Clearly, Aarpee was the market leader, and
Wyko its closest rival.

But managing director Vidyut Prasanna
was not satisfied. His immediate concern was
the invasion of Aarpee's turf by the US com-
pany Springfab, which had tied up with an In-
dian group, Chenni, to manufacture washing
machines. "Will there be a shakeout of domes-
tic leaders or will the marketshares eventually
get rearranged as the market grows?" he
asked. But Raina was not overwhelmed by
Springfab because, even after slashing prices,
it had added a small 1%to its 7% marketshare.

The washing machines market had wit-
nessed tremendous growth in the last few

years. It had grown by 58% over 1993-94 and last year, 435,000 ma-
chines were sold. With a 63% share.Aarpee was the undisputed
leader in this segment. Wyko at second place held 11% and the
balance was shared by the slew of new entrants. "Isn't this enough
assurance?" asked Raina. Early bird Aarpee had entered the mar-
ket by targeting the lower end with semi-automatic washing ma-
chines that came with a significant price advantage. Later en-
trants, like Andy of the US, steered clear of this segment and
instead concentrated on the premium segment with fully auto-
matic machines. "With the mass market already catered to, which
market segments are companies like Andy in the premium range
addressing?" asked Raina.

But Prasanna's concern was the competitively priced semi-au-
tomatic Springfab. No doubt, Chenni's readymade plant had
helped Springfab, but the company was also growing rapidly and
consolidating its marketshare. "But can it sustain it?" asked Raina,
who felt that Springfab's thrasher system was a misfit in Indian
conditions. "It sells in the US because Americans don't wear shirts
after 20-25 washes. An Indian puts a shirt through at least 100-150
washes. The fabric cannot last long after that kind of treatment.
On the other hand, the Japanese gentle wash system is more
suited to Indian conditions."

"Even then, in a mass market it can be successful if it offers lower
prices," argued Prasanna. He knew that Springfab was the world's
top brand and the foreign parent would pump funds into the Indian
arm. Similarly,Andy, which was catering to the fully automatic seg-
ment, had the backing of a multinational company (MNC).

PRASANNA'Sargument notwithstanding, Raina was con-
vinced that Springfab, with its American design, would not
be able to garner volumes in India. As for Andy, he felt that
targeting the niche segment could never be successful in
India. "These premium washing machines are niche prod-

ucts," he said. Raina believed that the prime concern of the Indian
consumer was fabric durability and a sturdy machine. "Whoever
buys a washing machine after crunching the household budget is
not going to buy another one for 15 years. Springfab may be a
leader in the US, but Indians want good quality, not necessarily
world-class brand tags. No doubt, some of us are aware of interna-
tional brands, but how large is this segment?" asked Raina. "An
Akai TV may be world-class, but consumers in rural India want a
product that matches their needs and affordability. Some may
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compare Aarpee with Akai, but that comparison will not cost me
marketsharel" concluded Raina.

Raina also believed that the foreign brands had no distinct ad-
vantage over the Indian brands if they were manufactured in In-
dia. "Once it has a 'Made in India' label, consumers stop perceiv-
ing it as foreign. If an Indian consumer wants a truly foreign
brand, he would prefer one assembled or manufactured outside
India. The 'Made in India' label, therefore, has a distinct disadvan-
tage for these new entrants." He felt Aarpee had a head-start in the
washing machine market and its current capacity utilisation not
only ensured profits, but also allowed lowering prices to sustain
demand. "The peripheral customer would respond to a Springfab
or some other MNC brand if it could offer a better price than
Aarpee. Springfab does offer competitive prices, but not Andy.
With most of them pitching for the premium end of the market,
how do they garner volumes? The market will not accept a high-
priced washing machine even if it's a foreign brand," said Raina.

IFRaina's argument offered any comfort, Prasanna was under
pressure in another of Aarpee's business - the CTV market.
The new MNC brands, Pontiff, Senter, Bennig, Tawi, Sunshi,
Taurus and Waki had been offering assembled products made
from imported kits for over a year now. Given their worldwide

experience, financial clout, marketing skills and the fact that the
CTVmarket was growing by 25% annually, would they dislodge
the Indian brands, he wondered. No doubt, Aarpee was the leader
commanding 29% of the CTV market while Wyko held 20%. But
would the scenario change? Raina's data showed that 1.3 million
CTVswere sold in 1994, a growth of 23% over the previous year.
But the MNCs collectively barely held an 8.7% marketshare. "Take
a look," he said. "Pontiff's share is 1%,Waki 1.1%, Goldview 1.2%,
Senter 1%and Taurus 1.3%. If Pontiff is the biggest name in CTVs
worldwide, then against our monthly sales of 45,000 CTVs it has
sold just 1,600.And its prices are almost on a par with ours!"

Indeed, Pontiff's performance had been abysmal despite the
hype attached to its image. It had entered the market with high
prices but was forced to slash them when demand failed to pick up.
Today,its prices were even lower than Aarpee's. Yet,this failed to at-
tract the Indian buyer. "We have also attained the international
standard and quality it is offering," explained Raina, "but it took us
10years to get there; 10years oflearning, innovation and evolution.
It has cut short that period to a year, because it uses fully imported
kits. But it cannot sustain this. Once it starts Indianising, the whole
process oflearning will start for it. And that won't be easy."

Indeed, many of the new entrants had not performed well.
One reason for this was that the range on offer was not enough for
the diverse Indian market. Despite being the world leader in con-

surner electronics, Taurus had garnered only 1.3%marketshare in
India and it was rumoured that it might shut shop. "I won't be sur-
prised if some others also opt {Jut," said Raina. "Most of these
players perceive India as a geographical market. If they were seri-
ous about growing the market and their shares, they would not
restrict their offerings to just the top end."

CIVs with 21-inch screens and lower constituted 70% of the to-
tal market. The 14-inch segment alone had grown by 140%!But the
MNC brands were present only in the 21-inch and above segment.
"And even here," continued Raina, "their products' features do not
match consumer needs." Prasanna was intrigued. "Why do you say
that?" he asked. "None of these entrants has made design changes
or adapted any of their models for Indian conditions. For instance,
theirTVs can only handle signal strengths coming from 10 kilowatt
transmitters and above. What happens to the 100watt transmitters?
When we tied up with Shinang, we redesigned the TV so that it
catered to every transmitter and voltage strength. India has voltage
variations from 90 volts to 270 volts. In Jammu and Kashmir, the
voltage drops to 90 volts in the evenings, while in parts of Delhi, the
voltage shoots up to 270 volts. The CTVhas to work in all situations.
Which is why, these MNCs prefer the higher end of the market. Why
would they redesign their products for a market that contributes'
less than 1% to their global sales and profitability?" asked Raina.

In fact, he claimed, the new entrants were viewing India more
cautiously as the poor performance ofMNCs like Pontiff and Tau-:
rus had shown the invincibility of the Indian brands. "It's alright in
soft drinks to dislodge and dilute a strong Indian brand. But the
consumer electronics industry has invested in years of learning
and research and these newcomers have to contend with Aarpee,
Wyko and Gimmeff,' said Raina.

Raina was convinced that pricing was a critical factor for suc-
cess in the Indian market. He said: "The performance of the new
MNCs also clearly demonstrates the price sensitivity of the Indian
consumer." He admitted that some foreign brands do manage to
gain a foothold. But this was confined to the premium segment.
Thus, while luxury cars and designer shirts would have their
niches, volumes would always come from the less expensive,
good quality Indian brands. "In terms of quality, the CTV market
in India has already achieved an acceptable international stan-
dard. Therefore, ifthese MNCs say they have extraordinary USp,
can they still hold the price line? They can't. To deliver volumes,
these foreign brands need to operate in the more affordable price
bands which demand product. design flexibility."

The business which held the most potential for the new MNCs
was that of audio systems. The leader here was Gimmeff, which
had imported technology from its Dutch parent and was perceived
to be top-of-the-line in audio systems by the Indian consumer.

Though high prices did, in fact, cost the company vol-
umes, consumer recall clearly indicated the faith

they had in Gimmeff's quality. But Gimmeffwas
facing an erosion of its profits after it resorted to

aggressive price cuts.
Prasanna was thoughtful. He knew that

his company faced a threat in the audio sys-
tems segment. It was a segment where
technological agility defined brand success.
The MNCs were researching and innovating
continuously and every season newer de-

signs were on offer. But though there were
too many big players in the market - Pontiff,

Waki, Senter and Sunshi - the market was not
big enough in value terms. Moreover, the unit price
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of an audio system was low, the complexity of the
product high, and the market requirements in
terms of features and design very diverse. All
this made the operational costs of the audio
system business very high.

"But they cannot replicate that resilience
in India," argued Raina. "New entrants can-
not bring in all the moulds. They have to im-
port and the moment they do t hat, their
costs shoot up. Pontiff tried to circumvent
that by bringing in internationally outdated
models for use in Indian markets. But the Indian
market rejected the models. Senter also thought
that the Indian audio system business was at a nas-
cent stage and introduced old models. But India had pro-
gressed. The Aarpee and Wyko models were far ahead in design."

That also explained why Pontiff and Senter did not do well in
the audio system business. Senter was making amends and had
recently launched its 1,000 watt music system. Waki and Suns hi
had the benefit of watching these failures and were treading more
carefully. But Raina's research showed him thatWaki was essen-
tially fighting Sunshi in India. "Waki is not fighting Aarpee," he
said. There were two clear market segments - the middle/low
and the upper segments. None of these new MNC entrants was
present in the middle/low segments and their total share of the Rs
950-crore audio system market was a meagre 6.5%.

Prasanna and the others sat up when Raina's screen flashed
'The audio battle'. In the premium segment, the fight was raging
between the new MNCs. Raina pointed out that though Waki was
attempting an entry in the lower segment, it would not succeed.
"Their acceptability as Waki is zero," he said.

"What do you mean?" asked a confused Prasanna.
"Wakiis not known in smaller towns," explained Raina. ''And the

brand that is known - Senter - will not enter the middle or low seg-
ments. Likewise, Goldview and Tawi are also unknown among the
masses. They won't succeed in the lower segment. That is also why
Aarpee,which is competing in this segment with other Indian brands
likeGimmeff and Wyko,will continue to reign," concluded Raina.

Raina was convinced that the MNCs' success in the West could
not be easily replicated in India. The lower segment sought diver-
sityand the scale of regional diversity often surprised the most ex-
perienced marketing professional, he said. "Regional skews are
part of every category," he explained. "Therefore, forecasting vol-
umes is hazardous."

"Surely, we can't assume that we have no competition," said
Prasanna. "True," said Raina. "Our competition is in the upper
end of the middle segment where Pontiff and Sentger came and
failed.So we are now faced with aggression from Sunshi, Waki and
Tawiwhich are offering great value for money and are seen as suc-
cessful," said Raina. "Likewise, we have competition in the upper
segment of the market where Sunshi, Waki and Tawi are also pres-
ent. But that is just 30% of the total market. In 70% of the market,
we only face competition from Indian brands like Wyko and Gim-
meff. I think that this upper segment will get balanced with no
clear brand emerging," Raina said.

He was convinced that the real market was the mass market,
whatever the business. India had 200 million middle-class
spenders. Most multinational brands would draw their core con-
sumers from the middle- and high-income households. This
meant a potential consumer base of about 50 million. But the vast
opportunities in the low-income households and in the rural
markets remained virtually untapped. Tapping them required in-

sight and control of distribution which these MNCs did not want
to invest in. "To set up distribution networks like those of Aarpee,
Wyko or Gimmeff requires a lot of investment. There are specific
regional sales ,management skills that need to be built. Selling
C1Vs in Honolulu is not the same sort of game as selling them in
Haryana. Every new entrant has to travel along a learning curve,"
he said. .

Raina felt it took more than distribution networks to get into a
consumer's home. "Ifwe are doing well today, it is because we put
in so many hundred crores in selling and distribution. Logistics
management itself costs the earth. How agile you are in servicing
Nagercoil from Noida will decide how successful you are. India is
a logistical nightmare. You may tot up purchasing power and de-
mand estimates. But interface that with the transportation sys-
tem, the multiplicity of using rail, road and air. .. It has taken us
years to perfect it. So if they are targeting only the premium seg-
ment, they pose no threat," said Raina.

PRASANNA had seen Coke struggle after investing Rs 100
crore to buy infrastructure and distribution networks. He
also agreed with Raina on the regional diversity and logis-
tics problems. "Why is Wrangler, the well- known Ameri-
can brand of jeans, holding just 6% of the marketshare af-

ter five years? Their competitors in India neither have financial
clout, not technological prowess. And why did Tang take a beating
from the homegrown Rasna? Both products had a world-class im-
age. But the bottomline for an Indian consumer is the price,"
Raina went on. Clearly, niche markets could not ensure profits. To
succeed, these MNCs had to Indianise completely. "They must
become 100% Indian companies, invest in component manufac-
turing, essentially do a Pepsi," he said. "Pepsi did not import con-
centrate and buyout distribution rights through takeovers. They
started from scratch. It is a fully Indian brand, 100% manufactur-
ing and 100% brand building."

Aarpee's marketshare has grown from 25% to 31% after the en-
try of the global players. It still holds a 65% share in washing ma-
chines, is at third position in refrigerators and second position in
audio systems. In spite of a technological tie-up, it is a 100% In-
dian brand. Likewise, Wyko is a close second in C1Vs, third in au-
dio and a close third in washing machines. The positions of the
Top 4 in all businesses remain untouched.

The only advantage these MNCs had was a strong worldwide
brand equity, felt Raina. But apparently that was not enough in a
market which already had three strong brands with international
technology. As Raina said: "With a 20-year-old brand franchise
singing in their outlets, only a rare dealer or customer will aban-
don the woods for the trees." •
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ANALYSIS I: S.L. HAD

AMass Consumer Base Helps
S.L. Rao is a visiting fellow at The Energy Resources Institute (TERI), Delhi, and a Ford Public Affairs (visiting)
Fellow, Public Affairs Centre, Bangalore. He is also a columnist for The Economic Times and The Telegraph

ITis difficult to disagree with Pratik
Raina, He demonstrates a deep under-
standing of the Indian market. NCAER
survey data on the purchase and own-
ership of a variety of consumer goods

and the socio-economic effects of adver-
tising in India show that between 1985 and
1994, there has been a tremendous up-
surge in the aspirations to consume and in
actual consumption among Indian house-
holds. This has resulted in a boom in the
purchase of consumer products in rural
markets, including among the lower-in-
come households. Also, the proportion of
households in the lowest-income groups
has fallen - more in rural than in urban
India. Similarly, the proportions in the
higher-income groups have risen greatly,
again by far more in rural than in urban In-
dia. Of course, the numbers in the lowest-
income group in rural India are huge - al-
most 75 million against 15 million in
urban India out of a total estimated 157
million households allover India.

But rural incomes are growing fast and
understandably so. Between 1991 and
1995, the minimum support prices for cere-
als rose by 60%, and whatever restrictions
that existed on internal movement and ex-
port offoodgrains were removed. This im-
proved the terms of trade for agriculture
and, therefore, for rural India. The price in-
centives have also led to a l3% growth in
food production, improving income levels
in the rural areas. The rural and low-income
consumers display distinctive characteris-
tics. They cannot pay high unit prices.
While they do seek functional-value, they
are unable to pay for the additional frills
which go into premium products. They as-
sociate advertising, and hence branded
goods, with quality. They are brand loyal
and although they seek low prices, they are
prepared to pay a little more to get value for
money. So products may have to be spe-
cially designed to suit them.

IfT-Series dominates the recorded au-
dio cassette market in India, it is because
it targeted this market and offered clones
of popular singers and songs recorded on
cheaper tapes. Likewise, Velvette sham-
poo created thousands of new buyers for
shampoos (who aspired for shampoos

but were unable to to afford the high unit
prices), by offering a single helping in a
well-packaged, branded and advertised
sachet at a price of Re 1. The reward for
targeting this class of aspiring consumers
with low incomes is the mass base it pro-
vides for a manufacturer to build brands,
grow markets and climb the premium
tree. A manufacturer of only premium
brands is vulnerable to one who has a
mass market base.

'No-frill' products are easily copied by
new entrants and aggressive entrepre-
neurs. So for long-term success, the mass
marketer has to continuously improve his
product. Investment in product and
process design and development is vital if
the successful mass marketer is to keep
his earlier pace. In this context, Ranbaxy is
a good model for companies to follow.

MNCs tend to be sluggish in catering to
the special needs of a market and even

building a distribution network and Coke
in purchasing it. Therefore, Indian
durables companies that have both serv-
icing and distribution strengths have an
overwhelming advantage.

Aarpee must put a great deal into cen-
tinuous improvement of manufacturing
processes, redesigning and development
of products, cost reduction, productivity
improvement and seeking new market
niches so that it can make entry costs very
expensive for the new entrants. The strate-
gies of Hindus tan Lever and P&Gshould be
a lesson for the new consumer durables
MNCs. P&G was vulnerable in the washing
products market with the premium Ariel.
But its alliance with Godrej enabled it to es-
tablish brands faster in the mass market
segments. This helped it expand distribu-
tion from the limited one of Vicks to the
wider one required for the soaps and deter-
gents market. But strength-establishing

more so for segments that are unfamiliar
to them. Take the failure of General Foods'
Tang. Many two-wheeler designs that were
sought to be transposed to India did not
work and had to be redesigned or discon-
tinued. The exceptions are the few MNCs
that have invested to become part ofIndia
without losing their multinational link-
ages. Unilever is an example of an MNC
which has adapted its international
brands to suit the local market.

Therefore, Raina's optimism and con-
fidence is not misplaced. Aarpee's entry
into the washing machine market was
timely and strategic, given the rise of the
double income family for whom time is at
a premium. Raina is absolutely correct in
identifying distribution logistics as the
toughest marketing challenge in India.
With consumer durables, there is also the
additional need for quick and quality cus-
tomer servicing. Pepsi spent a fortune in
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strategies are gaining prominence among
MNCs. The Lever-Lakme alliance allowed
Lever easy access and entry into the Indian
cosmetics market. Raina's new MNC com-
petitors could buy an existing company
with distribution and servicing capability.

Finally, a word about foreign and do-
mestic brands. Foreign brands are far
more popular among urban high-income
groups. But for the vast mass markets, a
foreign connection may not be enough.
Even among high-income groups, Levi's
jeans have had limited success in India
due to overpricing. Other brands have
tapped larger volumes with low prices.

An older Indian brand with good prod-
uct quality, wide distribution and servicing
and products designed for the mass market
is difficult to beat. It will survive and grow if
it does not become complacent and
ploughs back substantial sums into prod-
uct and brand development. _
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ANALYSIS II: ALAN WOOD

Target The Right Segment
Alan Wood was the founder and COO of Malwood Global Inc. US, which assists companies in the global mar-
ketplace. After 28 years with Inchcape Berhad, Malaysia and Singapore (a subsidiary of Inchcape & Co. Pic.
London, one of the world's premier international services and marketing groups), Wood served as general
manager (India) of Singer Sewing Machine Co. until 1982.

CAN MNCs capture Indian turf?
Based on the historical perform-
ance of Aarpee and other estab-
lished Indian businesses, I feel it is
highly unlikely. Arising out of the

new economic policies introduced in the
early 1990s, there are more people today
than ever before, who have money to
spend on consumer goods and services.
Indian investors (and Aarpee is one good
example) have recognised the opportuni-
ties in the new buyers market, and have
progressively introduced new consumer
products mostly through technology
transfer arrangements with established
global producers and re-engineered speci-
fications to meet Indian market condi-
tions. Aarpee's introduction of washing
machines in collaboration with Shinang of
Japan and audio systems with Morishu are
good examples of responsible manage-
ment for growth.

As marketing controller of Aarpee,
Raina has acquired an in-depth knowl-
edge of the Indian market, dealer expec-
tations, buyers and their buying habits,
which are necessary for securing a
healthy marketshare.

By addressing the market segmenta-
tion issue and focussing its products on
the largest segment - the middlellower
- which today is 200 million, spread
fairly evenly over India, the company has
been able to cost-effectively establish a
good'distribution system. Distribution is
a very costly part of doing business in In-
dia. It is a safe assumption that Aarpee
has also established a well-structured
service network to support its products
and assist the buyers to retain equity in
their purchases.

Aarpee has supported Raina's expertise
by being extremely astute and successful
in crafting a comprehensive product line.
This augurs well for its success. Impor-
tantly, it has successfully nurtured the
growth of its brand image of products that
represent value for money. The same argu-
ment holds good for Wyko. The buyer ac-
ceptance factor for Indian manufactured

and branded products is a major turn-
around from the earlier days when (be-
cause import of foreign goods was not al-
lowed) a perception had emerged that
foreign goods were of better quality than
Indian products.

With the slowdown in economic
growth in the US, European and Japanese
economies, it is logical that MNCs from
those parts of the world, as they look for
growth, will be' taking a much closer look
at the Indian market which today is one of
the fastest growing in the world and has
been forecasted to grow at around 8%
each year.

The performance of the recent MNC
arrivals is interesting. It is possible that be-
cause of the modern technology incorpo-
rated in their products as opposed to the

there was a problem with the purchased
unit, he could easily get it rectified.

In washingmachines, Aarpee has been
able to establish its position as the domi-
nating manufacturer in the marketplace
and has secured consumer recognition of
the brand and brand equity. Obviously, the
users are comfortable with the 'gentle' wash
system, as opposed to the 'thrasher' system.
To some degree, the satisfaction with the
'gentle' system filters down to future first-
time buyers of washing machines.

In CTVs too, Aarpee has prudently de-
veloped its range of models to meet the de-
mands of the largest segment in the mar-
ket. In audio systems, the small market
size, coupled with the complexity of the
product and the diversity of the market,
creates high operational costs while rapid

perceived level in the established products
.of Aarpee and others, their marketing ex-
ecutives' strategy for selling products is fo-
cussed on technology, coupled with a de-
gree of complacency on the almost
worldwide recognition and acceptance of
the brand name. If that is so, they have not
appreciated the fact that once a foreign
brand is manufactured in India, it loses its
consumer perception of being foreign. For
instance, Wrangler jeans holds a mere 6%
marketshare even after five years.

A look at the three volume products
highlighted in the case shows that in each of
them, Aarpee and Wyko have fully under-
stood the market segmentation in India.
The two firms are focussing on the segment
which offers the highest volume with an as-
sured in-built growth. The strategy will ma-
terially assist in the retention of a satisfied
dealer network supported by service sta-
tions which demonstrate to the buyer that if
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technological changes represent an added
challenge. But with the new MNCs fo-
cussing on the premium segment, Aarpee
and others should continue to prosper as
their target segment is 14 times larger in
value than the one selected by the MNCs!

To sum up, and support my view that
the MNCs will not dominate Indian turf,
assuming Aarpee (and Wyko) continue to
bring to the marketplace a 'quality for
value' product:
• The professional expertise available to
the established Indian companies will
keep them ahead ofMNC competition.
• The brand equity established in
the major market segment will retain
customers as they replace or add new
products.
• The brand equity recognition will have
a 'trickle down' benefit on the lower seg-
ment and move upwards with households
as the economy continues to grow. •


