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A new strategy
googly
FMCG companies are entering services. Is the
transition easy? Can consumers adapt to this
new entity with the same trust?

EEP Vaid bit his lip as he sat
among others, listening to the
director (operations) speak:
"The service sector is growing
real fast, and we must acquire
the early mover advantage by
entering the service business

through our product brands .... " A slow,
surreal feeling welled up within Deep,
marketing manager (hair cosmetics).

Two months ago, a small move had been
made in the direction of entering 'health
services' byVivek George, director (opera-
tions). George planned that while Omax In-
dia's foods division produced the Fitness
breakfast foods and juices, the company also
needed to touch the consumer directly, apart
from retail selling. So some 18 Fitness kiosks had
been set up at 18 key railway stations in Mumbai,
selling the Fitness Breakfast during prime time: 6.00
a.m. to 10.00 a.m. Deep had been a bit perplexed by what
he saw as a radical shift from the way Omax had been do-
ing business the last 30 years; but today George hinted at ex-
panding that trial to Bangalore and ... he said they would soon set
up traditional spas, an extension of the health product.

Today's meeting left a lot of middle and senior managers like
Mahi Baig, one of Omax's marketing managers, a bit confused, a
bit excited, a bit apprehensive. After George's talk, she joined
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Deep and Rahul Jain of HR for lunch. "This whole change in di-
rection confuses me," she said. "We have always been a mass-
marketing company. Why are we getting into the services busi-
ness? Is it because products cannot be sold without services in
the future? Or, is it panic over a perceived future where the re-
tailer has more influence over the consumer and more dominion
overmanufacturers?

"Won't this diffuse our focus? Once we were so brand-focused
that we built the whole company into brand ambassadors. We
said: 'Identify every point where a consumer touches our brand,
which can influence their perception of our brand ... every point is
a point of consumer experience.' And we educated everyone on
how to develop brand-commensurate behaviours. Today our
brand ambassadors are going to be splintered across the spa, the
Fitness kiosks and Bazarco, our own kirana; how are we going to
control these splintered groups of brand ambassadors from the
peon ofthe spa or the telecaller at Bazarco?

"Will there not be brand erosion? Wouldn't we be ruining
decades of branding efforts? Think, can a product marketing
company ever make a transition to services marketing?"
Rahul: I can see what you feel, but somewhere we have to stop

and take stock. I mean, how long have we been grappling with
the freeze in the market, for how many years can we afford

to grow at 3 per cent? Clearly, retailer power has dissolved
every manufacturer's attempt at having a direct rela-

tionship with the consumer. The era of mass market-
ing is over; today, it's personalised one-to-one

service and interaction.
Mahi: Even ifretail power is strengthening, can

you break that by, say, setting up retail outlets
where there are already very focused 'service-
skilled' players like Foodworld, who don't
have any product development to focus on?
Do FMCGs need their own store to sell
what advertising couldn't? I mean, look at
Whisper: the advertising is nothing great
to talk about. I have never seen their
kiosks - they are so subtle in their inter-
action with consumers, but what a prod-
uct! Even if the retailer pushes Stayfree or
Kotex, I go for Whisper. One, through
trial, error and frustration, I have found
this brand is the best. Two, I now have a
relationship with that brand. Whisper to
me means consistency, purple individual

packs, thin pads, complete comfort and
convenience. Retailers, shop girls, competi-

tor kiosks, free samples, etc. have bom-
barded me, but my commitment is firm. This

is a real relationship.
If FMCGs are finding that consumers are not

choosing them, shouldn't they be concentrating
on product quality? Instead, why are we trying to get

into kirana operations? Other channels will co-exist
- the hypermarkets and the local kirana stores. Omax's

kirana, Bazarco, will have to sell competitive brands too,
else it will be ineffective; so what happens when you are just

likeany other channel selling all brands? The brands win, again!
Deep: OK, let's get this into perspective. I've asked Prateek
Udupa from operations to join in here. But let's ask, what does
'brand' mean to us. I am taking cues from Mahi's relationship
withWhisper, which is the real cue to brand relationships. So

CASE STUDY SPECIAL

what does a brand mean? Is it a soap, a toilet bowl cleaner, is it
beauty, hygiene, premiumness or something else? And how did
this brand consolidate? Ifwe took apart any Omax brand, we will
find years of consumer voices, stockists, retailers - all of which
shaped and gave it personality. This collective voice, what is it?
What is Mahi's voice that says: 'I am a Whisper girl'? The brand
Whisper has 'delivered' completely, given what she needs today!
A brand that has delivered this way is one that has established a
real and complete consumer relationship. So when you have
marketplace brand dissonance, it's verily the collective voices of
past happy consumers, voicing their unmet expectations from
Omax, expectations that have been contradicted by their cur-
rent experience with its brands.

Mahi: And that is where I am coming from. Is this the time
for Omax to recast its business strategy in this manner,
or is this the time to take stock and concentrate on re-
building product and brand credibility? How many in-
stances dot our history of hasty corrections to brand

formulations, packaging and distribution which have dented our
credibility? Our juices were declared 'not 100 per cent pure'; our
soap did not contain an age-defying doodah: our cooking oil seals
were easily tampered with in some markets. So will I buy Raaga
cooking oil if Bazaarco persuaded me?

Shouldn't Omax first be going in for some brand develop-
ment/credibility development? Or are we using a superficial
strategy to discount the low credibility factor?Why have we never
addressed the fact that India is a country of severe water short-
ages? Why are we not looking for hygiene products that don't
need water? Why doesn't India have scourers that painlessly re-
move grease stains? How about intelligent washing, using tech-
nology to do it?What is Omax's outlook on such technological de-
velopments?

Youdefined what a brand is; let's define what goes into the rela-
tionship between consumer and brand. The consumer builds a
relationship with the product to solve specific problems. Every
consumer has a wish list of brands, ranging from shaving cream to
soaps to tea. My wish list comprises Brooke Bond Red Label,
Mysore Sandal, Whisper, Colgate and Annapoorna atta. And in
this age oftotal consumer stress and advertising overdrive, mypa-
tience has run out. Earlier, I would go in for product trials, but how
many products do I try out now? There is a variant being launched
every week, a discount offer every other day. You can't walk
through a mall without a couple of samples being thrust in your
face - I can't open a Femina without a trial sachet falling out.
Apart from brands, there are other areas where I am always mak-
ing choices, evaluating, thinking, like education, health, values ...

This is consumer stress. How does a person cope with stress? By
reducing the stress factors - in this case, making premeditated
choices -I draw up my wish list of brands and stick to that.

So, companies have to focus on brands and get on that wish list.
Isn't that what we should be doing, rather than set up kiosks and
kiranas which are going to bring in their own set of problems?
Bazarco is just another addition to the list; it has discount offers
on every product, as opposed to my local kirana. So, my mind is
now tossing between Bazarco and the local kirana. Bazarco deliv-
ers one day late, but the local store delivers in 10minutes. So, I feel
stupid about missing on the discount on Raaga; my animosity is
divided between Bazarco (for not delivering in 10 minutes) and
my local store (no expectations from him), and Raaga (for having
paid more). This is how the human mind works - it develops ani-
mosity when it feels cheated.
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Deep: I agree, we need to root our brand strongly in the con-
sumer's mind. Look at Asian Paints. They offer the lowest margin
in the market but they are so strong in the consumers' mind - the
Asian Paints dealer makes more money because its products fly
off the shelves, volumes are very high. The dealer domination is
low, as the brand is strong and the dealer under-evolved. Even so,
an evolved dealer can influence the consumer's purchase by sug-
gesting a stronger, more competitive brand with high user recom-
mendation. But, I repeat, he cannot sell an unpopular or untested
brand because branding happens in the consumer's mind much
before the dealer enters the scene! So, it ultimately comes down to
brands, regardless of the channel or retailer's state of evolution.
Mahi: And what about consumer relationships? My relationship
with Foodworld is based on ambience, store brands and discount
offers. My relationship with Whisper is on consistency, quality
and satisfaction. Aren't these distinct relationships? Foodworld
can persuade me in areas where I haven't made choices yet - bas-
mati rice, kitchen clothes, etc. But it will always be Whisper,
Brooke Bond, Colgate, Annapoorna - no negotiation there. So
the services-brand relationship is vastly different from the prod-
uct-brand relationship.

Point is, is the bridging process possible, and if so, over what
time frame? That's what I want to ask Prateek. Products should
move into services, definitely. But to what extent? For example,
take Lakrne's kiosks and counters; I loved them. Enter Lakme
Beauty Salons (LBS),whose primary product is beauty services,
not beauty products. Now examine the dissonance caused by the
service brand and the product brand's war dance in my head. I
will now have to develop a whole new relationship with brand
Lakme, on the service platform. The consumer doesn't want this
war dance. I mean, isn't consistency an important facet of brand-
ing? I am happy about the kiosks in malls to sell cosmetics, but a
complete beauty service? Maybe even that will work because it is
Lakrne and HLL; but what do we know about fitness and why
should these Fitness spas and kiosks work?

Companies like P&G, L'Oreal, HLL are so good at their market-
ing - they let their products speak. Has Omax forgotten that loy-
alty comes from product quality, not from advertising? At Omax,
we seem to be in a time warp, or acute denial. We still resort to
catchy slogans to sell our brands. Boy, is that wrong! It's product
quality that has converted me to Whisper, not advertising. Hands-
on trial and conviction, not ad-led persuasion.
Rabul: Prateek has come ... We have been wondering about the
announcement this morning, and feel Omax should be focusing
on brand rebuilding rather than entering services. So we ask:
why does a Whisper, Dove, or L'Oreal speak more for itself than
an Omax brand? Is it because we have lost the stamina to im-
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prove after having spent 30-odd years building a brand rooted in
trust? Somewhere, I think the genesis for this crisis lies in our
collective psyche.

Take new entrants like GE, LG; they built great quality globally
before entering India - in more fiercely competitive markets,
where they had more vicious rivals, more demanding con-
sumers, more awareness, and more literacy. Omax is a company
that started from scratch and built its brands brick by brick.
There was fire in our bellies to deliver. We developed quality
without competition or a demanding consumer population.
Whatever Omax produced was bought with devotion. Those days
there were no consumers; there were people and all people
bought either HLL,Tata, Godrej or Omax products. Maybe Omax
lost some of the fire in its belly, and now the fire has reached its
tail, begging survival. I think that is the difference. Fire in the
belly makes you perform, fire on the tail drives you to survive,
and the two drives are as different as chalk and cheese.

During crisis, Omax has tried knee-jerk, patch-up solutions. It
should be rebuilding its brands, rebuilding its profile and image.
It seems annoyed or startled that its old quality and image are not
being mentioned by the consumer ... its ads are sounding hollow ...
so it is trying to salvage ... grab.
Deep: Therefore, you have not learnt the graceful art of surviving
and overcoming failures.

Rabul: Therefore it is mindset. Take the mindsets of aGE
manager and an Omax manager. Our manager wears the
Omax legacy on his lapels like a badge; he doesn't know
how it was built and in what circumstances. But time and
again, it is hammered into his head that this greatness is

being thrust upon him, so handle with care. A GE manager does
not carry this burden, doesn't own the legacy (in India); they
brought it, so he will work for it. It demands the best out of him.
And here is a serious cultural issue - your attitude to what you
own and what you work for. When you work for a legend without
seeking a stake in its legacy (like in GE),you are like Robin working
for Batman; you work to make brand Batman successful, but you
don't imagine that you are Batman. From 'I, Arjuna, see fish' to 'I,
Arjuna, see fish's eye' is fine; but ifyou getto 'I Arjuna am fish's eye',
then you lose objectivity.
Mahi: I agree with Rahul. I was speaking to our consultants the
other day. He said: "Omax is thinking ahead." He cited examples
of numerous other companies who are going the service chan-
nel route, too. HLL, he said, has Lakme salons, Asian Paints has
set up a painting service cell, Marico has set up a skin and hair
clinic. I wonder about the logic. The minute you start speaking

to the consumer directly, you lose the mystique of the brand.
An example: take the bank telecallers who call every-

day with some home loan scheme or whatnot,
with a fancy accent thrown in. This negative in-

teraction actually erodes the image of the
bank brand in your eyes.

Services marketing is a different ball game
- it is a long-term strategy, it has to be
strictly monitored, it has to have tremen-
dous back-end and tech support, training,
employee empowerment, a complete re-

structuring of the organisation itself. So why
are product companies thinking that services

marketing is a natural transition? It is not! At
least, not in operational terms or· employee

mindsets. But besides that, the only real question
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here is: is it a logical shift for consumers? Like I said,
Lakme kiosks are fine, they help me select the
right shade of lipstick, but Lakrne beauty sa-
lons? It is not such an easy transition as it is
made out to be. Youare asking me to develop
a relationship with a mutation, where only
the name is similar, everything else is a
stranger.

Prateek, ponder on what I am saying. The
brand Fitness cereal has a different connota-
tion to the user from the brand Fitness Par-
lour; ditto for, say, a Ford driving school or a
P&Gkirana. The mystique and romance of the
brand, in my mind, has a new way of unfolding with
my every use of the brand. Service brands can com-
pletely demolish this aura by the very acts of the service providers.
Forexample, on a recent visit to eastern Europe, we walked into
the parlour of a globally-renowned ice cream. We watched as the
lady peeled the carton off a vanilla brick, no gloves, long painted
nails, then she finally licked her fingers! I don't eat that brand any-
more!That's what I mean. And that's exactly what I meant, Deep,
when I said: 'How are we going to monitor all brand ambassa-
dors?'
Prateek: (VP,operations and business strategy): Hmm ... Let's start
at the beginning. As a business we need to be profitable too, that's
not asking for too much. If the service sector is growing, then
that's also the place to be, as a strategy. Service is a product like
any other, and given the current trends, likely to be more prof-
itable. Iwould think that a single service deal is worth ten product
deals. Take a simple hair colour product: the unit cost is Rs 250.
Butyou go to a salon to get your hair streaked, and the cost? Rs
2,000.The flip side is that professional services also endorses the
brand deeply in your mind, because using colour is not like using
soap, and has to be administered well for the experience of prod-
uct/brand delivery. Now the choice before a hair colour manufac-
turer, or even a beauty products makeris between advertising
product attributes and demonstrating them.

Advertising means huge monies which may get lost in the clut-
ter of ads. Shop-in-shops, kiosks ... all huge monies with low re-
turns. Now what can be better than demonstration of brand ben-
efits?Each person who walks into our Fitness breakfast centres
becomes a brand ambassador for Fitness. And in this age of ad
clutter, whose claim is the most credible? A satisfied consumer's!
Andthe best way to satisfy a consumer is not just through product
usage,but through product experience - the ambience, the serv-
ice levels, the pampering, etc. AIl these service features become
the brand. So Mahi, are we coming full circle?

Youask: 'Why spas, why does HLL need Lakrne salons, why
does Marico need Kaya clinics?' My answer is: 'Why not?' These
are not fly-by-night companies; they are made up of well-heeled
professionals who have understood channels, distribution and
how to get to the consumer. Who knows, tomorrow, the only
beauty salons doing roaring business might be Lakme, Kaya and
Fitness spas! We are not entering service for a lark; we have stud-
ied it, examined it, and we are looking at franchising opportuni-
ties.Once we all get that right, we grow franchising, and in fullness
oftime become the preferred choice of consumers for beauty or
fitness and health services. My take is that Lakme beauty salons
willgradually cause a shakeout in the market and edge out the
smaller ones by delivering hygiene and quality. Don't forget, the
consumer is becoming very, very service aware and demanding.
Deep:It just seems remote right now. Anyway, time will tell.

Prateek: Sure, time will tell. If Bazarco seems a bizarre idea now, it's
because it has not germinated. When Lehar potato chips were in
the offing, everyone called it bizarre, because: 'Arre why do you
need a company to make it and package it when it's available in the
halwai's shop?' True, but check out the difference in quality and
reach today. Lehars chips in Dindigul or Delhi taste the same, are
the same. So today Bazarco seems insignificant. But ifwe are able to
disperse it across the country and make all these local kiranas
Bazarco's inventory points, it is very valuable for the consumer. I
might shift houses three times across metros, but I just need to calI
the same Bazarco and it will deliver stuff to me at any home.

If there is doubt in your mind, it's because all these ideas are in
incubation. Once they explode, they are very viable ideas. The
concept of a single Bazarco for groceries delivery across metros is
a winner. And it is a winner for the big FMCGs to control the power
of the retail channel. Right now, the consumer behaviour is as-
sorted and scattered across the country; we shift it to a single con-
venient channel and control that channel. And, of course, we can
pull it off.

The macroeconomic reason for these new service ventures is
clear - the basic market is saturated. A rise in incomes won't
mean people are washing clothes or bathing more often. But, the
service sector is growing faster. Decoded, this gives you a collec-
tive consumer voice which says: 'Now that we have all the prod-
ucts we need, what about quality services?'

So, as trends change, we re-examine our business rationale and
restate it as: 'We are not in the juice and cereal business, but in the
fitness business; we are not in cooking oils, but in healthy cooking
business.'

The trigger has also come from the fact that in India, there are
no recognised service brands. Hence, HLL got first mover advan-
tage with its Surf laundry service. In the West, laundry service
brands already exist and they have moved along the learning
curve. Today they have superior technology, a more efficient
business model, better store locations and brand recall. Ten
years from now, you won't be asking: 'Why Lakme Beauty Salons?
Why Bazarco?'

I think the biggest compliment that can be given to George is
that he is enabling Omax to change with the times. Bazarco, Fit-
ness kiosks, Fitness spas are all new brands under construction,
and every new brand takes time to take off. But once these
brands/ services take off, there is no looking back for us!

Can Omax pull this off?The skills required for services are vastly
different from that for products. But skills apart, the two need dif-
ferent mind sets. The service mindset is one of humility and 'cus-
tomer first' thinking. How can FMCGs, fed on past successes, de-
velop that mindset? _
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Apart from bringing in a culture that
can handle such a dramatic change in
strategic direction, I see two more key is-
sues facing Omax. First, Omax will find
that extending its brand into an unrelated
area like kiosks will not only cause disso-
nance, it will dilute its core fitness propo-
sition for the product. I cannot think of a
successful FMCG brand morphing itself
into a service brand. Second, if it is insis-
tent in following this approach, then it
needs to invest in a new brand, e.g., in
Bazarco, which will suck in brand invest-
ments apart from the capital costs of its
initial foray. Even if Omax chooses a fran-
chise model for the retailing initiatives,
this will be some way off till it stabilises its
own model. Till then, costs will mount
while it struggles with the dichotomous
approach of touching customers via
brands and retail service.

Obviously, I am not a subscriber to this
approach of Omax for some very serious
reasons. But can they succeed if there is a
strong strategy? Perhaps, though I think
it's highly unlikely. For this, they will need
to first research the opportunity more
tightly. Second, an acquisition or DNA im-
plant that will drive the new business is
essential, as the services brand initiative
clashes with Omax's current culture,
processes, and branded product market-
ingfocus.

Omax will be better off focusing on its
brands, segments and customers. The as-
sumption I would make is that Omax still
has plenty of growth ahead of it in simply
refocusing its efforts to fix the 'inadequate
brand in low growth' story. The FMCG
market in India is still very large, and it is
growing; low per capita will ensure many
more years of growth in all segments, but
only if the marketer thinks creatively.
At Omax's real core is brands sold via a re-
tail strategy.

In conclusion: can Omax pull this off!
Unlikely. The answer, my friend, is blowin'
in the wind. _

----------------------~~---------------------
TheDNA ofbrands

SAURAV ADHIKARI
The author is corporate vice-president (strategy) at HeI Technologies.

I
s there really a dilemma facing Deep
Vaid? Or is it a dilemma facing Omax?
Or is the dilemma developing into a
threat for a broad group of employees
as a result of a strategic change of di-

recti on? The answer, my friend, is blowin'
in the wind.

So what is really causing the rumblings
at Omax? To my mind, there are a few lev-
els at which the challenges need to be
analysed and assessed, and the directions
defined. The first is the strategic change
of business direction driven by a growth
imperative. The second is the fundamen-
tal issue of marketing, where the logic for
extending a brand into a service is a sub-
set of the larger strategic business direc-
tion - after all, business is marketing.
The third and final dimension is the hu-
man, or technically correct, human re-
sources dimension. This is the palpable
manifestation of uncertainty or fear that
we sense in Omax. So let us delve into the
challenges.
Strategic Issues: At the macro level, India,
despite its developing country tag, now
comes approximately close to many devel-
oped countries in the contribution of its
services to the GDP. Not only has this
crossed 50 per cent, but it is now growing at
rates exceeding 10per cent. With the rest of
the economy (including manufacturing,
where Omax's play is) groWing at lower
rates, India is hurtling towards becoming a
service economy, not only for the world,
but also for the domestic consumer. This is
obviously an attractive path for Omax's
business, given its sluggish 3 per cent rev-
enue growth rate.
Brand And Marketing Issues: Brand ex-
tensions have been hotly debated for
years. The consensus now appears to be
converging around limiting the extent of
a brand's focus, so as not to dilute its core
proposition. It appears that Omax would
like to extend its Fitness food brand to a
range of retail services in fitness kiosks,
kiranas (Bazarco) and then into spas. I

personally do not see any synergy in this
approach.

Nike and Reebok do not run fitness
stores, though at their core they are
brands that promise just that, with im-
agery wrapped around them. Nor have
high image cosmetics succeeded with
company-labelled, profitable stores.
Company flagship stores are run as a
marketing cost at fancy, high visibility lo-
cations. Brand marketing and retail mar-
keting are two different concepts and
practices. Companies have DNAs, and
brands have a core ethos that develops
overtime.
HR Issues: I believe HR issues are related
to the DNA. Omax's current DNA is heav-
ily brand and retail-focused. The current
team (correctly) has apprehensions, and
will continue to until either the DNA is al-
tered or a fresh DNA is introduced. To do
this, Omax will need to follow one of two
broad strategies.

One, use HR to bring in fresh people
with an orientation towards services mar-
keting, while training its team internally.
Or, two, make an acquisition which ab-
sorbs the nuances of service marketing
into its DNA. Without such radical
changes, my bet is Omax will stumble.

Brand marketing and
retail marketing are two
different concepts and
practices. Companies

have DNAs and
brands have a core
ethos that develops

over time
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Identity crisis
ARVIND SINGHAL
The author is chairman, KSA Technopak.

O
MAX'S dilemma is not unique in
today's context. Increasingly, the
overall size of the global service
economy is growing much faster
than that of manufacturing (and

agriculture). It is, therefore, not unusual
that a very large number of businesses are
evaluating options to enter the services
business. Some, like Omax, are attempt-
ing to rationalise this 'diversification' by
arguing that it is actually a redefinition of
their business.

Bythis kind of redefinition, Boeing and
General Motors are not in the aircraft/au-
tomobile manufacturing business, but in
transportation services business and
should, hence, start their own airlines or
car rental companies. Sony and LGare not
in the consumer electronics businesses,
but in the entertainment business and,
hence, they should start movie/TV/audio
production businesses. (Sony, of course,
has done this, through acquisition of Hol-
Iywood studios.) Colgate and Gillette are
not in oral care/personal care businesses,
but in the grooming business and, hence,
should start dental clinics as well as depila-
toryservices salons!

HLL and Marico, of course, know the
logicbehind starting Lakme Salons, Ayush
Spas,Surf Laundry and Kaya Skin Clinics.
However, such moves have to be seen as
'diverslflcation' into new opportunity ar-
eas rather than forward integration into
value-added services.

The Omax leadership has to objectively
discussand gain clarity on a few ground re-
alities.The basic market for Omax or other
FMCGproducts is not as saturated as Pra-
leek postulates. Rising incomes may not
mean that affluent people are washing
clothes more often or bathing more often.
However, rising incomes will certainly
mean (in the Indian context) that millions
ofpeople will have more clothes to wash
in the years to come and, hence, there
would be more washing to be done.

Risingincomes will also certainly mean

(in the Indian context) millions more peo-
ple will have the ability to care about per-
sonal care and hygiene and, hence, will be
consuming more soap and shampoo.
What is needed is the vision and capabil-
ity to engineer products that can be of-
fered at affordable prices to these emerg-
ing consuming masses (rather than mere
price reductions of existing brands, which
could be fatal to the brand as well as to the
company in terms of its bottomline).

Second, many times the first mover ad-
vantage can be a first mover disadvantage,
especially if the services offered do not
have a ready demand. It is anyone's guess if
India's mass market is ready (discretionary
disposable income-wise, not consumer
desire-wise) to spend money on services
such as skin care, ayurvedic treatments
and the like. Third, the core competencies
that have made companies like Omax,
HLL, Marico, P&G immensely successful
(distribution, logistics, branding) do not
necessarily apply when it comes to service
businesses.

Standardising the quality of a service de-
livery is very different from the delivery of a
product. It is no surprise that across the
globe, and in India as well, McDonald and
Pizza Hut have had practically no difficulty
in replicating high quality consumer expe-

While the power of the
retailer has dramatically

increased in the value
chain, retailing by itself

has become a
fundamentally diHerent

business
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rience, whereas Nirula's, Haldiram's,
Barista and Cafe Coffee Day continue to
struggle to achieve consistency across their
respective chains.

Finally, while it is true that the power of
the retailer has dramatically increased in
the value chain, retailing by itself is a fun-
damentally different business now. Retail-
ing in India, as in other parts of the world,
has its own challenges and competitive
forces. An entry into retailing is not the
kind of panacea for FMCG companies that
it is being made out to be by some of the
Omax managers.

Rahul and Mahi seem to be the saner
voices. Rahul makes the important point
that perhaps Omax has "lost some of the
fire in the belly", and hence, it needs to go
back to the basics to find out how it can
reinvent itself as a dynamic, innovative,
and aggressive business entity. Mahi
rightly makes a powerful point that it
would be better for Omax to "take stock,
and concentrate on rebuilding products
and brand credibility". Companies such
as Unilever and Procter &Gamble earned
their global leadership position by creat-
ing technologically advanced products
serving the unmet needs of hundreds of
millions of consumers. Millions of mid-
die-income Indian consumers have sev-
eral unmet needs, and Omax could hit
the jackpot if it can find technology-
driven, cost -effective products to satisfy
these needs.

With the right products in tow, Omax
would have the advantage of drawing
upon its brand building, distribution, and
marketing experience to sell them. This
would restore the Omax consumer inti-
macy, and hopefully add both to topline
and bottomline growth. Can this be done?
It would be tough, but it has been done in
the past by FMCG companies and, hence,
can be done again.

Let Omax get its current business in
shape, and seek out 'diversification' oppor-
tunities for further growth later. _



----------~~~---------
"Organisations entering the service business need to develop a
service orientation and not merely pay lip service to 'customer first'
slogans. The basic pre-requisite for this customer-oriented mindset
is humility and jettisoning of organisational ego," says Ram S.
Ramasundar in a discussion with Rajan Chhibba.

which the customer can experience (say, cleaned
clothes in the case oflaundry) as opposed to a tan-

gible value offering (as in the case of a packet of
detergent powder).

ITC entered the hotel service business
purely as a diversification which had no for-
ward or backward linkages with its core busi-
nesses of cigarettes, paper, etc.

Rajan: Is entering into related services a natural pro-
gression for all product manufacturers?
Ram: No-it is not a natural progression for man-
ufacturers to enter into related services. An entry
into the service segment requires a well-
thought -out business strategy after due evalua-
tion of the pros and cons. More importantly, the
organisation has to do a reality check whether it
has the attributes and culture required to make a
success of the services business. Otherwise, it
would be a case of 'marry in haste and repent at
leisure'.

Rajan: What does this imply in terms of the core
competence mantra? Is selling of services a core

business?
Ram: Service is a business in its own right, requiring differ-

ent competencies. It depends on the individual organisation's
drive, will and capability whether it makes a success of the service
business or not. There are success stories such as ITC (in the hotels
and hospitality business) and Wipro (in the IT hardware manufac-
turing and IT solutions business), but these tend to be exceptions
rather than the rule. In general, it would be right to say that selling
services (by a manufacturing company) is not core to its mission,
since it is extremely difficult to marry and manage the culture and
competencies required for the two businesses.

As Saurav Adhikari succinctly points out in his analysis to the
case, the DNAs of a service organisation and a brand marketing or-
ganisation are quite different in strategic, marketing and HR di-

mensions. More often than not, the core
DNA of an organisation will reject the
new DNA implant represented by a
services organisation.

Rajan: Is the service business a forward integration or a
diversification?
Ram: The service business is certainly an attempt at diversification
and I don't think it is appropriate to keep on stretching the defini-
tion of what the business stands for. Let us take the case of fabric
washing and detergents. In the case of a detergent manufacturing
company, I would define my business mission as providing supe-
rior washing solutions to all the real and perceived needs of the
consumer and this would be defined to mean a comprehensive
suite of products in various delivery forms (bars, powders and liq-
uids), for various fabrics (woollens, linen, cotton, whites,
coloureds, etc.), for various types of dirt (oils, grease, stains, etc.),
for a variety of usage (hand wash,
bucket wash, machine wash, etc.) and
for different stages of washing (pre-
wash, post-wash, fabric conditioners,
etc.). However, this cannot be stretched
to say that the business is also about
providing dry cleaning, laundry and
laundromat services. The latter cate-
gory is clearly a service and, in terms of
the business model, economics,
processes, organisational culture and
mindset, totally different from the basic
business mission of providing washing
solutions.

It is ridiculous to stretch this con-
cept - if it were so, every service could
be included in the business mission. All
automobile manufacturers could then
claim to be providing transportation
needs of the public and get into running
public transportation services. Where
do we draw the line?

In a nutshell, the service business,
in general, is all about providing the
customer an intangible value offering,

Ram S. Ramasundar,
CFO, Ranbaxy Labs

Rajan: So therefore, tell me, what is the
mindset change required to make a
success of the service business?
Ram: In the case of a service business,
the customer tends to form an immedi-
ate judgement based on the quality of
service provided and experienced by
him. There is a continuous interaction
with the ultimate user of the service or
the end consumer, with no intermedi-
aries such as distributors or retailers. As
a result, if the service offering is below
par, the end consumer experiences it
immediately and tends to react ad-
versely towards the service provider,
namely, the company. This disinterme-
diation process has its own advantages
and disadvantages. While the company
gets an instant feedback from the end
consumer, it also implies that the com-
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pany needs to put in place a very strong
process driven system with a well-conceived
numerics- and fact-based measurement
system.

More importantly, the organisation
needs to develop a service orientation -
which essentially means thinking and
breathing like a customer all the time, and,
not merely pay the lip service of 'customer
first' slogans which are mouthed by most.
The basic pre-requisite for this customer ori-
ented mindset is humility and jettisoning of
organisational ego.

Rajan: Tata Tea owns the Barista chain -
does it matter to the consumer, or to
TataTea?
Ram: It doesn't matter to the consumer as to
who owns the Barista chain (maybe it does to
Tata Tea). Barista, as a good brand, was con-
ceived and built by Turner Morrison before it
was acquired by Tata Tea. Did it matter to any
consumer when it wasn't part ofTata Tea?

Many of us have experienced the Starbucks Coffee chain dur-
ing our visits abroad. Do any of us care as to who owns Starbucks?
We enjoy the promise of Starbucks and that is all there is to it. Quite
honestly, I don't even know the name of the company which owns
Starbucks.

Organisations need to
develop a service
orientation, which
essentially means

thinking and
breathing like a

customer all the time
Rajan: GE, as a manufacturing company to-
day,derives over 50 per cent of its revenues
from services, although many of them are not related to its main
business.
Ram:That is precisely the point. Most of the service businesses of
GEare unrelated to it, main businesses, and GE diversified into
them as a conscious business strategy. Just because GEwas selling
consumer durables, it didn't enter into running a laundromat
service.

AsI said earlier, even ITC and Wipro are successful examples of
diversification into service businesses. Likewise, GE globally is an
example. But the point to note is that GE entered each of these
businesses as a standalone idea and built the appropriate organi-
sational capabilities. However, apart from GE, how many such big
successes can we think of? I don't know of any FMCG MNC in the
servicebusiness in as serious a manner as GE.

The question here is not whether a manufacturing business
can enter services, but whether an FMCG company can stretch its
product idea into the services arena as a logical forward integra-
tion, and my answer would be an emphatic NO - unless there is
compelling business logic.

If I recall correctly, Whirlpool (at least in
India) stands for an efficient home maker as
its core brand promise. I have my doubts as
to how it would be able to extend this prom-
ise to include the laundromat business,
which has nothing to do with home maker.

Rajan: Are the implications for service entry for mass brands and
niche brands different?
Ram: It is difficult to answer and, frankly, I don't know. However,
from common sense, I can say that the principles of brand promise
and its extension into services have universal application and it
hardly matters whether it is a mass brand or a niche brand.

Rajan: Selling services is about selling experiences which have a
strong local flavour. Can FMCG companies integrate the culture of
the two businesses?
Ram: As I have been stressing all along, the services business is dif-
ferent - very different - but anybody can be successful, if they
build the appropriate competencies and capabilities and create
the organisational climate. FMCG or pharmaceutical or consumer
durable company - it doesn't matter. ITC is a great FMCG com-

pany and is eminently successful in
services (hotels is nothing but selling
the experience of a home away from
home). It entered the completely un-
related hotels business as a diversifi-
cation strategy and consciously went
about creating organisational capa-
bility for that purpose - such as set-
ting up a separate legal entity to start
with, getting a new set of hotel profes-
sionals on board to manage the busi-
ness and tying up with international
hotel chains to build the skill sets. It
never set up the hotel business as an-
other division of ITC, to start with.
Neither did it enter into forward inte-
gration service areas of its existing
FMCG business.

It is neither possible nor desir-
able to integrate the two distinct
cultures, which will not result in any
good to either ofthe businesses. The
challenge really lies in effectively
managing the dual cultures and al-
lowing both to flourish. •

Rajan: Does augmenting the brand through service associations
add to the brand value or does it di-
minish the brand value? For example,
ifWhirlpool runs laundromats, will it
strengthen or weaken the brand?
Ram:This is a moot and hypothetical
point and, quite obviously, there can-
not be a definitive answer. As all of us
know that every brand stands for a
promise which is built on its own
charact r, personality, features and
attributes. If the service association is
built on the same promise and deliv-
ers that promise consistently well,
then the chances are it would add to
thebrand value. If, on the other hand,
the promise of the service offering is
quite different from the base brands,
divorced from its basic personality
and character, it would cause a seri-
ous dissonance in the minds of the
consumers, which would cause seri-
ous and irreparable damage to the
corepromise of the brand. It would be
verydifficult to recover from such a
catastrophe.

RaJan Chhibba, MO,
Intrim Business Associates
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