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GLOBAL MNCs AND LOCAL GIANTS IN INDIA

GLOBALISATION
AND THE
EMERGENCE OF
LOCAL GIANTS
As the world has become more globalised and connected, companies
have sought to capitalise on the opportunities presented by
countries beyond their own. These opportunities are both supplyrelated like more abundant raw material or cheaper manpower,
and demand-driven like growing incomes of larger consumer
populations.
Many companies have become truly global, not only reaping benefits
of scale or selling to new consumers, but also truly behaving
seamlessly across the world in the way they function. They have
encountered and harnessed the diversity in these markets to their
advantage, reaching the global consumer in the villages of India
through local haats (rural fairs), or others in the wet markets of
Thailand, or meeting the affluent shopper in the dukaans of Africa.
As these multi-national corporations (MNCs) have entered new
ground, they have often proven, to be a boon for the local markets.
Categories see higher levels of innovation, reach and assortment
while consumers see an explosion of choices and sophistication.
Suppliers get to work with global and standard commercial practices.
Moreover, the general population finds greater employment
opportunities and so on.
Global companies have the advantage of sharing best practices;
looking at markets that are similar or catering to similar consumer
needs, and bringing those learnings to India on the back of strong
research and development (R&D) while still localising the offering.
They may also lean heavily on experienced global talent and
leadership to spearhead such efforts. As Chandramouli Venkatesan,
MD at Mondelez India, explains, “There are several benefits of
having a global lineage; a) category expertise, as you have seen the
category evolve in other markets, b) technical expertise, as your R&D
and other processes are refined over the years giving rise to best
practices that can be shared, and c) financial backing, that allows
you to invest ahead of the curve.”
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“THERE ARE SEVERAL BENEFITS OF HAVING A GLOBAL LINEAGE; A) CATEGORY
EXPERTISE, AS YOU HAVE SEEN THE CATEGORY EVOLVE IN OTHER MARKETS,
B) TECHNICAL EXPERTISE, AS YOUR R&D AND OTHER PROCESSES ARE REFINED OVER
THE YEARS GIVING RISE TO BEST PRACTICES THAT CAN BE SHARED, AND
C) FINANCIAL BACKING, THAT ALLOWS YOU TO INVEST AHEAD OF THE CURVE.”
- CHANDRAMOULI VENKATESAN, MD, MONDELEZ INDIA

Having a global parent also enables a firm to leverage its global
consumer appeal. As Rahul Gambhir, MD, Twinings India,
shared, “People who travel abroad see our brand everywhere
and that builds equity for us with the right consumers…
our expertise in teas built over all these years is highly
sophisticated... and we have access to a huge bank of talent and
resources that we can draw upon.”
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In the last few years we have also simultaneously seen another
global phenomenon – the rise of local giants.

“PEOPLE THAT TRAVEL

In emerging markets across the world, where pace of
development has historically lagged the developed nations,
consumer needs were met by local home-grown companies
before global MNCs stepped in. These home-grown companies
made the best use of resources available to them to answer the
consumers’ needs and wants, often compromising functionality
or form for value.

EVERYWHERE AND THAT

ABROAD SEE OUR BRAND
BUILDS EQUIT Y FOR
US WITH THE RIGHT
CONSUMERS… OUR
EXPERTISE IN TEAS BUILT

With many of these emerging market economies opening
up in the last few decades, home-grown companies saw an
opportunity to scale themselves up – indeed, in many cases it
was a do-or-die situation. Many of them succeeded exceedingly
well in doing so – becoming, what we’re terming ‘local giants’.

OVER ALL THESE YEARS IS

Local giants are leaders in their markets. They have been around
for years, know what their consumers want, and have the local
relationships to execute with. Their consumers know them well
too, placing them in a position of trust to capitalise on. And
these local giants continue to offer formidable competition to
global MNCs who have entered their home ground.

AND RESOURCES THAT WE

HIGHLY SOPHISTICATED...
AND WE HAVE ACCESS TO
A HUGE BANK OF TALENT
CAN DRAW UPON.”
- RAHUL GAMBHIR,
MD, TWININGS INDIA

GLOBAL MNCs AND LOCAL GIANTS IN INDIA

THE INDIAN
MARKET
25 years post its economic reforms liberalisation, India is truly a land
of opportunities. Despite the slowdown in the last three-odd years,
India’s long-term potential as an attractive marketplace remains as
strong as ever, buoyed by healthy demographics such as a young
population.
Today, global MNCs and local giants compete in almost every sector
of the economy.

GLOBAL AND LOCAL COMPANIES ACROSS SECTORS

SECTOR

GLOBAL MNCs

LOCAL GIANTS

HYUNDAI, FORD,
TOYOTA, SUZUKI

TATA, MAHINDRA
& MAHINDRA

BANKING

CITIBANK, STANDARD
CHARTERED

SBI, HDFC, ICICI

CONSUMER DURABLES

SAMSUNG, LG, PHILIPS

VIDEOCON, GODREJ,
MICROMAX

TECHNOLOGY

ACCENTURE, IBM,
MICROSOFT

INFOSYS, TCS, WIPRO

MEDIA

NEWSCORP, TIME
WARNER

ZEE

PHARMACEUTICALS

GSK, ABBOTT

SUN PHARMA,
CIPL A, ZYDUS

TELECOM

VODAFONE

AIRTEL, IDEA

UNILEVER, P&G, NESTLE

DABUR, MARICO, ITC

AUTOMOBILE

FMCG
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Worldwide, industries are far easier to globalise than those that
hinge on local preference. Computer chips, for example, tend to
globalise far more easily. In fast moving consumer goods (FMCG)
however, local tastes, and local relationships matter.

“WHEN IT COMES TO FMCG, LOCAL TASTES
AND LOCAL REL ATIONSHIPS MATTER.”

Local companies will have a product portfolio that is born out of
an inherent understanding of consumer-need by virtue of being
local. As Subodh Marwah, VP, Global Consumer Healthcare, Sun
Pharmaceuticals shared with us, “Flexibility in operations and
positioning is perhaps the biggest advantage we have as a local
player. We are much closer to the ground and can take quick
decisions and move faster. Also, we can focus on the specific needs
of one set of consumers versus trying to find commonalities, and
in the process maybe diluting a strong proposition to a specific
set of consumers/customers – thereby further reducing speed to
market.” As we will see later, Brand Origins (global or local) matter
significantly to Indian consumers.

“FLEXIBILIT Y IN OPERATIONS AND POSITIONING IS PERHAPS THE BIGGEST
ADVANTAGE WE HAVE AS A LOCAL PL AYER. WE ARE MUCH CLOSER TO THE GROUND
AND CAN TAKE QUICK DECISIONS AND MOVE FASTER. ALSO, WE CAN FOCUS
ON THE SPECIFIC NEEDS OF ONE SET OF CONSUMERS VERSUS TRYING TO FIND
COMMONALITIES, AND IN THE PROCESS MAYBE DILUTING A STRONG PROPOSITION
TO A SPECIFIC SET OF CONSUMERS/CUSTOMERS – THEREBY FURTHER REDUCING
SPEED TO MARKET.”
- SUBODH MARWAH, VP, GLOBAL CONSUMER HEALTHCARE, SUN PHARMACEUTICALS
6
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FMCG IN INDIA
INDIA SPANS 3.3 MILLION KILOMETRES
SPREAD OVER 7,900 TOWNS AND 600,000
VILL AGES
RANKED BY POPUL ATION, 12 INDIAN STATES
WOULD FIGURE IN THE TOP 50 COUNTRIES
IN THE WORLD
INDIA HAS APPROXIMATELY 9.6 MILLION FMCG
RETAILERS. THIS INCLUDES APPROXIMATELY
10,000 MODERN TRADE RETAILERS. THE REST
ARE TRADITIONAL TRADE OUTLETS
APPROXIMATELY 21,000 FMCG COMPANIES
OPERATE IN INDIA WITH MORE THAN 250,000
STOCK KEEPING UNITS (SKUs) IN THE MARKET
MANUFACTURERS L AUNCH MORE THAN
10,000 NEW FMCG SKUS EACH YEAR

In keeping with the overall recessionary environment, the FMCG
market in India has gone through a period of slowdown since 2011,
led by a compression of volume growth. Consumption-driven (i.e.
volumes) growth in India squeezed down to nearly zero in 2014.
The slowdown was felt across the board by manufacturers and
retailers alike. 2014 also saw some price reductions as manufacturers
sought to stimulate demand and got some support from improved
commodity prices.
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THE FMCG SLOWDOWN
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NOMINAL GROWTH

In 2015, the sector witnessed a recovery that was slow but
heartening, as consumption was beginning to grow back. However,
growth was again shaky towards the end of the year, led by lower
town classes and rural areas. Rural in particular, saw FMCG
consumption decrease rapidly as several macro factors seem to have
caught up; weak monsoons/ droughts, agriculture production and
increasing food inflation.
As a sector, FMCG has seen global MNCs do business in India for some
time. Among the top 50 FMCG players, 20 are global MNCs while 30
are local companies. These top 50 players together command 66% of
India’s FMCG market share, with MNCs accounting for 35% and local
companies for 31%.
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THE INDIAN FMCG INDUSTRY

INDUSTRY SPEAK
“THE POTENTIAL OF THE INDIAN FMCG/CONSUMER PRODUCTS INDUSTRY
REMAINS STRONG. THE PENETRATION LEVELS IN A NUMBER OF CATEGORIES
IS STILL LOW AND WITH THE GROWING ECONOMY THERE IS ONLY ONE WAY UP.
WHILE THE GROWTH RATES MAY HAVE SLOWED DOWN AND WE ARE UNLIKELY
TO SEE THE HIGH TEENS AND 20s LEVELS OF GROWTHS OF THE L ATE 90s AND
EARLY 2000s, I DO BELIEVE THAT THE INDUSTRY WILL CONTINUE TO GROW
BETWEEN L ATE SINGLE DIGITS AND MID DOUBLE DIGITS, DEPENDING ON THE
CATEGORY AND ITS PENETRATION. THE BIG ADVANTAGE INDIA HAS IS THAT
THE GDP IS DRIVEN BY DOMESTIC CONSUMPTION AND THIS IS WHERE OUR
DEMOGRAPHIC DIVIDEND WILL CONTINUE TO REAP BENEFITS.”
– SUBODH MARWAH, VP, GLOBAL CONSUMER HEALTHCARE, SUN PHARMACEUTICALS.

“FMCG IS REALLY REFERRING TO THE MONTHLY BASKET OF CONSUMERS... AND
THE POTENTIAL FOR THAT BASKET IS LINKED TO AN INCREASE IN DISPOSABLE
INCOMES. THERE IS A WIDE BELIEF THAT MORE AND MORE PEOPLE WILL
BECOME ACTIVE PARTICIPANTS IN THE ECONOMY AND SEE THEIR INCOMES
GROW, AND EVENTUALLY BUY BEYOND THE ESSENTIALS.”
– VIVEK CHANDRA, CEO, LT FOODS

“AS INDIA CONTINUES TO URBANISE PEOPLE WILL ADOPT MORE AND
MORE FMCG PRODUCTS DUE TO A COMBINATION OF LIFEST YLE CHANGES,
CONVENIENCE AND AFFORDABILIT Y.”
– ANAND SINGH, DIRECTOR, MARKETING, PHILIP MORRIS INTERNATIONAL

Copyright © 2016 The Nielsen Company
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AND LOCAL
GIANTS IN INDIA
FMCG

NIELSEN BRAND ORIGINS STUDY

DEMAND-SIDE VIEW

Nielsen conducted an online survey

Brand Origin, in general, mattered more to Indian respondents
in the survey. Only 2% said brand origins were not important
to them against a global average of 6%. In fact, 43% of Indians,
against a global average of 28%, said that Brand Origin is more
important than any of the other purchasing criteria, with Quality and
Functionality being two criteria on which Brand Origin was most
important.
The Swadeshi phenomenon also rang true; 71% Indians (3 rd across
countries) said they would buy local brands to support local
businesses, versus 59% globally. 69% said that local brands are
more in tune with their tastes. Global brands were seen as having
more innovative product offerings.
STRONGLY AGREE+
SOMEWHAT AGREE

across 30,000 respondents in 61
countries where respondents were
asked to rate the importance of various
purchase criteria including price, quality
and the origin of brand (global/MNC
or local). More than a quarter, or 28%,
of respondents said that Brand Origin
is more important than the other nine
purchase criteria, while 46% said it
is equally important. For most Food
categories (e.g. Fresh Foods, Snacks,
Coffee, Tea, Juice etc.), respondents

TOTAL

IN

US

CN

BUY LOCAL TO SUPPORT
LOCAL BUSINESS

59%

71%

65%

52%

GLOBAL BRANDS OFFER
HIGHER QUALIT Y

53%

78%

37%

67%

Carbonated Beverages and Chocolates

GLOBAL BRANDS OFFER
L ATEST INNOVATIONS MORE
OFTEN

61%

79%

47%

72%

preferred. Global brands also take the

LOCAL BRANDS ADDRESS
MY NEEDS/TASTES BETTER

53%

GLOBAL BRANDS ARE
MORE EXPENSIVE

63%

82%

44%

77%

LOCAL BRANDS ARE
MORE TRUSTWORTHY

45%

58%

55%

39%

prefer local brands that cater to local
tastes, are more likely to provide farm
– to – table freshness and low prices.
are an exception where global brands are
lead when it comes to Personal/Beauty
Care and Baby Products. Buying local

69%

47%

52%

brands is spurred by the sentiment to
support local businesses as well, while
global brands are seen as offering more
updated innovations and potentially
better quality.

From a category perspective, Indian preferences were in line with
other countries – with a preference for global brands when it comes
to personal/ beauty care, and local brands when it comes to food
(except for Chocolates).
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PERCENTAGE OF RESPONDENTS WHO PREFERRED
GLOBAL/LOCAL FOR THE CATEGORY
GLOBAL

COSMETICS

DEODORANTS

60 I 25 I 15

61 I 27 I 13

TOOTHPASTES

CHOCOL ATES

52 I 36 I 12

50 I 36 I 14

BLADES/RAZORS

SHAMPOOS

HAND/BODY SOAP

56 I 30 I 14

59 I 30 I 11

DIAPERS

L AUNDRY

46 I 37 I 17

48 I 38 I 14

CRACKERS

BREAKFAST
CEREALS

41 I 44 I 16

41 I 45 I 15

Copyright © 2016 The Nielsen Company

DOESN’T MATTER

LOCAL

JUICES

36 I 45 I 20

53 I 33 I 14
INSTANT
NOODLES/RICE

42 I 44 I 15

BISCUITS

40 I 46 I 15
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Respondent preferences do appear to translate into actual
performance. Local brands lead across many food categories while in
Personal/Beauty Care, its global brands that lead.

LEADING GLOBAL AND LOCAL BRANDS ACROSS CATEGORIES
CATEGORY

GLOBAL

LOCAL

DEOS

HUL 		

VINI, ITC

DIAPERS

P&G, UNICHARM, KIMBERLY CLARK

SHAMPOOS

HUL, P&G, L’OREAL

TOILET SOAPS

HUL, RECKITT BENCKISER

GODREJ

TOOTHPASTES

COLGATE PALMOLIVE, HUL

DABUR

WASHING POWDERS

HUL, P&G		

ROHIT SURFACTANTS

CHOCOL ATES

MONDELEZ, NESTLE, MARS

BREAKFAST CEREAL

KELLOGG’S, FRITO L AY		

MARICO

SALT Y SNACKS

FRITO L AY		

HALDIRAM, BAL A JI

BISCUITS				

BRITANNIA, PARLE, ITC

JUICES
PEPSICO		
		

DABUR, PARLE

Top 3 based on FY 2015 RMS value sales for AI x Urban

12

GLOBAL MNCs AND LOCAL GIANTS IN INDIA

THE ‘WHY’ BEHIND THE BUY
When considering either a global or local brand, consumers
both globally and in India, ranked price/value as the primary
consideration. The other top factors in consideration were

TOP CONSIDERATIONS WHEN...
BUYING A GLOBAL BRAND
INDIA

WORLD

1

1

5
2

BUYING A LOCAL BRAND
INDIA

WORLD

BETTER PRICE/
VALUE

1

1

2

PREVIOUS
EXPERIENCE WITH
PRODUCT WAS GOOD

5

2

3

SAFER INGREDIENTS
AND PROCESSING

4

2

3

3

PRODUCT BENEFITS
ARE BETTER (E.G.
FL AVOUR, TASTE)

2

4

-

-

NATIONAL PRIDE

3

6

4

6

PROVIDES BETTER
OVERALL NUTRITION

0

0

Incidentally, promotions did not rank in the Top 5 considerations for
consumers; neither did packaging, organic options or environment
friendliness.
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WHAT IS MOST SOUGHT AFTER ONLINE?
In an indication of eCommerce’s relevance as a channel in India
today, Indian consumers stand out in their propensity to search/
buy brands online whether global or local, compared to the rest of
the world. Only 1% Indian respondents said they do not buy global
brands online versus 12% globally. Similarly, only 6% do not buy
local brands online, versus 18% for rest of the world.
In line with their purchase drivers, Indian respondents ranked
Personal/Beauty Care as the top category sought online for global
brands, and Foods as the top category for local brands.

CATEGORIES SOUGHT AFTER BY RESPONDENTS
WHEN SEARCHING/BUYING ONLINE

GLOBAL BRAND

14

WORLD

INDIA

31%

44%

17%

LOCAL BRAND

WORLD

INDIA

PERSONAL CARE/BEAUT Y PRODUCTS

24%

33%

32%

HOME CLEANING PRODUCTS

27%

45%

20%

31%

FOOD/DRINK PRODUCTS

40%

46%

13%

26%

BABY CARE PRODUCTS

13%

28%

15%

24%

MEDICATIONS AND REMEDIES

22%

34%

5%

8%

OTHER

8%

10%

12%

1%

I DON’T BUY GLOBAL BRANDS ONLINE

18%

6%

GLOBAL MNCs AND LOCAL GIANTS IN INDIA

GLOBAL MNCs
AND LOCAL
GIANTS IN INDIA
FMCG
SUPPLY-SIDE VIEW

In this section we take a supply-side view of the global versus local
story. We examine how global MNC and local giants fared in 2015
and what they did to drive growth, by studying the top 10 global
companies and top 10 local companies in the Indian FMCG sector.

HOW THEY PERFORMED
The Top 10 global companies contribute nearly 31% of India’s FMCG,
and grew sales at 4% on value basis in 2015. Top 10 local companies
make up about 21% and grew sales at nearly 10% in the same period,
outpacing the FMCG sector which grew at 9.2%.
Global companies grew at a slower pace than the total FMCG sector in
2014; a trend that worsened marginally in 2015. While local companies
grew faster than the total industry, they experienced the same slowdown
as the rest.

2014

2015

VALUE GROWTH
1.3X
X

X

1.1X

0.7X
0.4X

GLOBAL FMCG

Copyright © 2016 The Nielsen Company
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GLOBAL FMCG

LOCAL
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From a zonal perspective, local companies drove growth through all four
zones in India. In fact, they capitalised greatly on the momentum in the
east zone that was witnessed across FMCG categories in 2014-2015. On
their part, global companies also gained from the east and south though
they grew slower than the FMCG average in these zones.

ZONE-WISE GROWTH OF GLOBAL AND LOCAL COMPANIES
FMCG

GLOBAL

LOCAL

12%

11%
8%

9%

9%

5%

9%

8%
4%

4%

NORTH

11%

3%

EAST

WEST

SOUTH

Rural has long been seen as the growth engine for Indian FMCG,
offering ample headroom for any company that can leverage it. Local
companies have a larger footprint in rural areas than global companies,
a gap that they continued to expand (average 6% rural distribution
growth for locals), enabling significant growth in rural regions at 11%.
Interestingly, local companies have also displayed strong performance
in metros (10% vs. 2% for global companies).

LOCAL COMPANIES DOMINATE IN RURAL AREAS

FMCG

31%

GLOBAL

36%

LOCAL

31%

17% 17%
18% 17%
17% 16%

35%
29%
37%

METRO

TC1

ROU

RURAL

7%

9%

8%

12%

REST OF URBAN GLOBAL

2%

5%

3%

6%

RURAL

10%

10%

7%

11%

METRO
TOWN CL ASS 1

GR ‘15
FMCG

LOCAL

The grocery/ general store channel is by far the largest store type
for FMCG in India, accounting for 75% of the industry’s business.
The channel grew at 10% in 2015; with local companies leveraging it
effectively and growing at par.
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WHERE FMCG SELLS
FMCG

GLOBAL

LOCAL

12%
10%

9%

10%

10%

10%

9%

6%
5%

4%
3%

GROCERS/GS

CHEMIST

MT

PAAN+

-1%
However the real surprise comes when we look at Modern Trade (MT). The
MT channel in India has recently experienced difficult times with FMCG sales
growth dipping. Yet, local companies have been able to grow in MT at 6%,
while the entire channel has only managed a growth of 3%.
From a category portfolio perspective, global companies have a significant
non-food component including OTC (Over the counter drugs) categories in
their portfolio, while two-thirds of the business for Local companies comes
from Food categories. This echoes with the Nielsen Global Brand-Origin
study, where we found a strong preference for local companies when it comes
to Food categories, and for global companies when it comes to non-foods
(Personal care particularly).
While global companies too have some Food category presence; local
companies are more focused on essentials like Refined oils and Packaged
atta, which have been growing strongly in the last couple of years. Global
companies in our consideration set have more Impulse category presence
(chocolates/ salty snacks/ confectionary) in their portfolios.
From a portfolio-width perspective, both groups have companies which
focus on single categories, as well as companies operating in more than 20
categories. Global companies appear to play in more categories on average,
while portfolios of the local companies are more focused.
NUMBER OF CATEGORIES CONTRIBUTING >1% TO THE COMPANY (AVERAGED ACROSS COMPANIES)

GLOBALS

Copyright © 2016 The Nielsen Company

8.4

LOCALS

5.7
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THE PATH TO
PERFORMANCE
FOR OUR TOP 10
IDENTIFYING THE RIGHT CONSUMER
A combination of lifestyle changes, convenience and affordability
continue to raise prospects for the Indian consumer who are as
diverse a set as the opportunities they present. Actionable consumer
insights are crucial to devising a marketing mix that will enable
brands to profitably serve the market.
Local giants tend to have a better understanding of local consumer
tastes, making their offerings more relevant and ‘Indian’. The salty
snacks category in particular, have several examples of this. For
instance, Haldiram’s salty snacks portfolio consists of more than 20
flavours with a strong indigenous link.
Global companies may not have the home advantage in
understanding local tastes completely, but they overcome this with
process and systems that enable them to learn about consumers and
build for their needs. Then, they replicate the process year over year,
which makes them sustain over the long run. This also takes away
any transition pains felt by local firms when the founding generation
is looking to hand over to their successors.
In many categories where consumers are upgrading from loose
commodities, a strong brand helps to guide consumers into the
branded segment. In such cases building the brand successfully
is a pre-requisite to getting the route to market right. Rice brand,
Daawat, has done this successfully in the packaged rice category
by using a celebrity brand ambassador to create trust, before
surrounding the core with other offerings to give consumers more
choices on the price/value ladder.
A common view that our panel of interviewees hold, is that Indian
companies may be too focused on value, over indexed on consumer
understanding, but under indexed on brand development. Indian
consumers have a hypothetical value calculator; whichever brand
clears that algorithm wins – and Indian companies know that all too
well. This is evident when we compare average prices by category,
across a number of categories for the two groups:
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1.1

WASHING
POWDER

0.7

TOOTHPASTE

TOILET SOAPS

SKIN CREAMS

SHAMPOO

LIQUID TS

1.0

IODISED
SALT

0.9

0.8

0.8

TOILET
CLEANER
UTENSIL
CLEANER

0.7

MOSQUITO
REPELLENTS

HAIR
REMOVER

0.8

SALTY
SNACKS

0.8

0.9

0.8

1.2

HAIR OILS

0.7

PKGD ATTA

NOODLES

MILK
POWDERS

0.8

FRAGRANCES

0.8

HOME
INSECTICIDES

DET CAKES/
BARS

0.5

0.8

0.5

0.8

CHOCOLATE

AIR
FRESHENER

0.9

MILK FOODS

0.7

BISCUITS

BABY OIL

1.7
0.8
0.8

ATTA

Average Price (per unit volume) for Local Companies, Indexed to Global
Companies, is Lower (<1) in most categories.

Note that as the data is on category level, it can indicate higher mix of small packs as well.
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Many consumers view global MNC brands as superior and are
willing to pay a premium for them; something that a local company
may not be able to command. The potential definitely exists to
differentiate successfully as a premium brand in the minds of
consumers and demand value. For instance, Twinings positioned
itself as a premium brand in India over the course of a couple of
years of concerted marketing efforts, and switched itself out of the
price-value equation in consumers’ minds.

CATERING TO THE MASSES
In a market where more than a quarter of the population lives on
less than $2 per day, the average ticket size for daily commodities is
pivotal. This bottom-of-the-pyramid opportunity finds reflection in
the strategies of marketers who choose to straddle this segment with
their offerings. While mass consumption offerings certainly make up
a big part of the industry, products of a premium nature also find
significant traction. Premium products grew at a healthy double digit
rate in 2015 too.
Among our two groups, the global companies have a portfolio with
greater contribution from premium offerings. Local companies have
a significantly more mass or popular portfolio.
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VALUE CONTRIBUTION BY PRICE POSITIONING
Nearly 3/4 th of the portfolio of local brands cater to the Mass/
Popular segment, which also yielded significant growth rates.
However, local brands were unable to grow significantly in the
Premium space.

11%
13%

10%
11%

54%

Value
Contributions

Gr ‘15
3%

54%

-5%

23%

2014

11%

25%

2015

18%

Global companies have a markedly premium portfolio and reflected
robust growth in our studies. However, rates of growth in the mass
segment were negative.

27%

Value
Contributions

27%

16%

18%

41%

38%

Gr ‘15
4%
17%
-4%

2014
MASS

16%
POPULAR

2015
PREMIUM

17%

11%

SUPER PREMIUM

Mass: Sub-brands priced < 80% of category average price
Popular: Sub-brands priced 80%-120% of category average price
Premium: Sub-brands priced 120%-150% of category average price
Super Premium: Sub-brands priced >150% of category average price
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THE RIGHT DEGREE OF INNOVATION:
Indian consumers are going beyond convenience in their
lifestyles, and today have higher disposable incomes leading to
experimentation with new categories and store formats. To meet
this demand, every year thousands of new brands and variants are
launched in the Indian FMCG market. The Nielsen Breakthrough
Innovations report found that only 0.3% of these innovations
could be classified as breakthrough innovations that differentiated
themselves in the marketplace and witnessed a sustained level of
consumer demand.
Global MNCs are able to draw upon their huge global expertise
and portfolios to bring new innovations to the local market by
customising to suit local sensibilities. Consumer expectations vary
by market for the same product and hence local expertise is needed
to customise it successfully. Bournvita Biscuits is an innovation
under the mother brand that was developed specifically for local
needs and tastes of the Indian consumer. Another example of this is
Act II Popcorn from ConAgra Foods that took the global brand and
gave it a local twist in the form of Tandoori Tadka flavour.
At the same time, we note that many global companies may chose
to only work on global platforms – i.e. launch products that have a
more global appeal than just an India-only appeal. This is evident
in categories like salty snacks or deodorants, where global MNCs
have launched new innovations simultaneously in India and rest of
the world. In many cases, these launches generate a ‘global appeal’
locally that helps maintain the premium positioning as well. As
Anand Singh, PMI states: “(it helps a global company to).. adapt to
make a local connect but do not adopt so much that aspirational
quotient is lost..”.
Global MNCs also take a more long-term view of their innovations
and have the resources to wait out a longer gestation period for
the brand to succeed. Even for large global MNCs the Indian arm
may be a small contributor to business today (albeit critical in the
long term) but innovations are given time to succeed. There are
some exceptions to this where the MNC has a defined timeframe in
months for a brand to succeed before it receives the axe.
On the other hand, local giants have a clear idea of who their
consumer is and what they need – and in most cases, these local
companies have a flagship local brand that is a runaway success,
built on relevance to the local consumer. As a marketing director of
an Indian FMCG firm shared with us -“In this day of rapid changes,
low attention spans and multiple choices, meaningful innovations,
that will provide tangible benefits are critical.”
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Resources do not seem to be a concern for local companies because
several players are actively pursued by private equity players while
others are using stock markets to list and raise funds for expansion.
This is enabling local companies to not just invest in infrastructure,
but also bring in much-needed professional expertise within the
organisation.
From a process perspective also, local companies tend to have a
faster concept-to-ROI cycle; local entrepreneurs are able to take a
call on the new launch quickly before it starts hurting the bottomline. Their decision process is faster with the entrepreneur/owner
being in charge and working under resource constraints that guide
the decision making.
Industry leaders are united in the opinion that Indian companies
need to ask themselves what their goal is. If they have the hunger
to grow beyond the core, then they would need to ask themselves
the right questions and grow out of the ‘survival mindset’ to build
for the long term. A senior consultant from the FMCG industry,
told us: “Local firms may sometimes be missing the wherewithal to
consistently innovate in the long run. Growing an INR 1000 crore
company into an INR 5000 crore company needs a strong innovation
pipeline. Hence, having access to resources that enable innovations
is crucial. For instance, for a biscuit maker wanting to move from
cookies to center-filled cookies, the manufacturing process is very
different and requires investments in technology.”
While the overall rate of innovation in the Indian FMCG industry
has slowed down in the last three years, there are still numerous
new launches each year. The Nielsen Breakthrough Innovation
Report 2015, highlights how, even as the number of breakthrough
innovations were fewer than past years, these innovations were as
important as ever in driving new avenues for growth for the parent
company.
2015 saw both groups exiting certain categories, while ramping
up presence in others. Local companies however expanded their
category footprint compared to their global counterparts who did not
venture into new categories at all.
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CATEGORY ENTRY/EXIT BY PL AYERS
2015 V 2013

EXIT

ENTER

RAMP UP

GLOBAL

6

0

10

LOCAL

4

6

9

Categories where
company had a
significant presence but
saw decline in growth by
90% over 2 yrs

Categories where
company had no
presence in 2013
but had started
operating by 2015

Categories where
company had
significant presence
in 2013 and grew by
50% or more by 2015

When it comes to innovation, local companies defy the myth that
global companies are generally ahead. While this may have been
the case the previous year, in 2015, local companies had the same
number of launches as global ones. Global companies incidentally
had a very high number of products exiting the marketplace as well
in 2015, with 75 products no longer appearing in the market in 2015,
which was a sharp increase versus the previous year of 2014.

LOCAL COMPANIES LEAD IN INNOVATION

# OF NEW L AUNCHES

# OF EXITS

92

46

GLOBALS

82
84

LOCALS

82

2014

75
28
37

2015

New launches/exits considered at Sub-brand level

New launches also contribute more to local companies’ total
business while being marginally lower for global companies:
2014

2015

GLOBAL

0.5%

0.7%

LOCAL

0.7%

1.1%

New Launch Contribution to business
(New launches in Yr X to Total business in Yr X)

24

GLOBAL MNCs AND LOCAL GIANTS IN INDIA

SALES EFFECTIVENESS
Reaching and activating India’s nine million FMCG retail outlets
is a critical task for any manufacturer. Understanding India’s trade
landscape down to the last mile is key; what channels are relevant
to your brand, what trade schemes are prevalent, how much in-store
activation is required to achieve the desired level of pull, are all key
considerations for a manufacturer looking to succeed in the store.
Availability plays an important role in the process. India is a game
of multiple and mass - even if you are an urban only brand, you
still need to ensure wide availability across all levels of towns and
cities. Certainly in some product categories, say cosmetics, you
can focus on upper town classes. However for other categories you
need to operate across the broader town class; and that’s where
the challenge lies in reaching these consumers. As Vivek Chandra,
CEO, LT Foods, shared with us: “We (India) have a large population,
but the economically relevant set for a manufacturer is narrower
and dispersed... thereby the wastage in reaching out to these
consumers. Volumes grease your network in this expanse; without
the critical mass it is difficult to sustain the network. Additionally
there are challenges of timely supply chain information that cause
inefficiencies in the system.”
Both global and local companies appreciate the opportunities and
challenges in ensuring every rupee spent on trade planning and
activation yields the maximum ROI. While an optimal path to the
consumer may vary depending on the market, the product category,
and the brand characteristics, these companies have followed
similar strategies in the past – such as building direct reach in urban
markets, or utilising in-store displays to communicate messages
about new launches or premium ranges.
Out of the 88 categories tracked by Nielsen in the FMCG retail audit,
48 have a reach of less than 20% of the FMCG universe. Distribution
expansion in traditional trade offers enough headroom to grow –
whether it’s a new launch, a new variant, or a new market. This is
demonstrated by the fact that 17 of the top 50 companies expanded
their retail footprint by more than 5% in 2015. However, expanding
presence is a costly proposition - tapping into a wide market such as
India requires a distribution network that overcomes multiple handoffs, last mile challenges and varying labour laws (usually a third
party arrangement will provide faster go-to-market).
2015 saw companies adopt a more focused stance; more companies
sought to increase returns from the stores they were present in
by increasing per dealer off-takes (PDO), rather than increase
distribution outright. In the difficult environment that preceded
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2015, such consolidation or optimisation efforts were probably the
logical approach. As the chart below shows, this was true of both
groups.
We do see a couple of local companies still on the mission of
expanding distribution significantly, but not without losing
throughputs.

CHOOSING FOCUS OVER DISTRIBUTION EXPANSION:
PDO GR VS DIST GR, IN 2014 AND 2015
THROUGHPUT (PDO) GROWTH

THROUGHPUT (PDO) GROWTH
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LOCALS: MORE OF THE LOCAL GROUP COMPANIES EXPANDED
DISTRIBUTION IN 2014 THAN IN 2015
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-5%

THROUGHPUT (PDO) GROWTH

15%

15%

10%

10%

5%

5%

0%
-5%
-10%

DISTRIBUTION GROWTH

0%

5%

10%

15%

20%

-5%

0%
-5%

DISTRIBUTION GROWTH

0%

5%

10%

15%

20%

-10%
GLOBALS: GLOBAL COMPANIES TOO FOCUSED ON STEADY
SAME-STORE GROWTH RATHER THAN EXPAND DISTRIBUTION IN 2015
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IN CONCLUSION
The Indian FMCG industry holds strong promise for the future,
riding on India’s strong demographics to drive demand, and
supplier-driven action to drive accessibility and affordability. FMCG
companies have fared very well in the recent difficult times and
continue to show robustness with volume growth improving as well.
In the new economic era, global MNCs continue to operate in more
and more countries, localising themselves to the neighbourhood
and realising a level of trust with consumers that may have appeared
impossible.
With their ‘global war chest’, an MNC’s local arm is able to take
more long term decisions – and a longer gestation period from risks
to rewards is achievable. Stronger processes and better talent to
tap into are additional benefits available to the local entity. Where
global companies can do more is in empowering their local units to
have stronger and faster decision making ability that will drive more
relevant innovation and tactical decisions.
And, far from being just a David to these Goliaths, local home-grown
companies are increasingly displaying the ambition and ability to
scale, offering formidable competition to MNCs and even expanding
globally themselves. With greater access to financial and expert
resources that have traditionally been available to global companies
to drive innovation, these local giants can realise their ambitions of
becoming true behemoths in the long run.

WHAT WORKED FOR THEM IN 2015

GLOBAL MNCs

LOCAL GIANTS

PREMIUM AND SUPER PREMIUM

POPUL AR SEGMENT

RURAL PRESENCE

GROCERS & MODERN TRADE BANNERS

IMPULSE/INDULGENCE
CATEGORIES OF OPERATION

METROS

IN-STORE THROUGHPUTS

PRESENCE IN ESSENTIAL FOOD
CATEGORIES
PROMOTIONS/AFFORDABILIT Y
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