‘In emerging markets, the focus
should be on scale, not profit’

SAUGATA GUPTA, managing director and chief executive officer, Marico, feels the
slowdown in rural areas has not caught up with fast-moving consumer goods yet.
Gupta, 47, whois among the newer, younger crop of FMCG (EOs in India, believes that in
emerging markets, itis scale and not profits that businesses should be after. In this
exdusive interaction with Viveat Susan Pinto, Gupta throws light on his business plansfor
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There has been turmoil all over,
with the stock markets crashing on
Monday, and sentiment, both
investor and consumer, taking a
hit. Isiteasy to do businessin such
an environment?
There will be a temporary weakness
on account of China’s woes. But India’s
insulation factor is relatively higher
vis-a-vis other BRIC nations. If food
inflation is controlled, our crude
import bill remains on the lower side
and ourfiscal deficit isreinedin, then
even if we have a GDP growth of about
6.5 per cent, I think we should be rel-
atively insulated from what is hap-
pening around
us. The only
concern is
the mon-
soon. In
some
states, rain-
fall has been
really Dbad.
Now

Marico and how a commodity deflation is the best time to pursue innovation. Excerpts:

rainfall is linked to some crop or the
other. If monsoon is deficient, it
impacts the output of that crop, push-
ing up food inflation. And food infla-
tion impacts domestic consumption.
For FMCG companies, domestic con-
sumption is important. So, if food
inflation is brought under control cou-
pled with some other factors I men-
tioned above, the medium term will
not look so bad after all.

Lowcommodity prices have come
as abonanza for FMCG companies.
How are you utilising the gains
made on that front?

That is a bonanza, yes. But for any
emerging country, we should be
chasing growth, not profit. Profits
are fine, which low commodity
prices aid, but the focus should be on
volume growth. The question is: Are
you acquiring more consumers? Or
are your existing users consuming
more? Those should be the questions
companies should be preoccupied
with. It is a question of scale versus
profit. And in emerging markets, the
focus should be on scale, not profit.
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There are two things that have hap-
pened to the EMCG sector in the last
few years. One is alot of premium dis-
cretionary categories have slowed
down. Packaged foods, for instance,
was the first to feel the slowdown, fol-
lowed by top-end personal care such
as premium skin care and hair care. In
consumer staples, the consumption
basket has tightened. So a mother
may put one spoonfiil of a milk food
drink in a glass of milk for her child
rather than the earlier two.

Soif you look at it, ural consump-
tion hasn't gone down, it was urban
consumption that was hit. Technically,
urban consumption should pick up
now. In rural, itisthe discretionary cat-
egories such as durables and automo-
biles that have been impacted, not
items of daily consumption.

Buthow are you ploughing back
the gains made onlower
commodity prices?

We have passed some of these gains
on to consumers. Some of itis being
urilised in innovation. This is the
best time for innovation. The sweet
spot is when inflation is down and
you are in recovery mode. Thisisthe
time to kickstart consumption by
investing in innovation, advertising
and promotion, and pricing. This is
because consumption needs a stim-
ulus. So the sector will see incre-
mental advertising, a lot of cate-
gories will see pricing action, which
has already happened. And I am rea-
sonably confident of urban con-
sumption picking up.
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