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BRAND BUILDING IN NEWLY COMPETITVE MARKETS by S L RAO

Many years ago I learnt that ‘Tylenol’, a product by Johnson & Johnson in the USA, was a superior analgesic in terms of lack of side-effects as compared to those available in India, which use aspirin or paracetamol as active ingredients. ‘Tylenol’ uses acetaminophen. Medicines are very expensive in the USA in comparison to India and a bottle of 100 tablets would cost $4 or so. Then I discovered in many U.S. pharmacies, bottles that looked like ‘Tylenol’ without the name, carrying the name of the store. The active ingredient was the same but the price was half. That was my introduction to generic products as opposed to branded ones. In the last fifteen years or so, generic products have become available to the consumer in the USA that are akin to the branded ones but are much cheaper. The American consumer had discovered that large stores also had a reputation and image to maintain and that their quality was as acceptable that of the branded ones. It took a long time for this revolution to sweep American markets. But brands survive in the US market in all categories. This is despite the decline in value of many of the 74 brands that were among the top 100 for the last two years, according to the “Economist”. Brand loyalty has declined among the young and the old. “The new marketing approach is to build a brand not a product—to sell a lifestyle or a personality, to appeal to the emotions”. 

India has yet to develop generic products. Unlike Bangla Desh, which has actively encouraged them in pharmaceuticals in the consumer interest, we do not have them. We have for years been a very brand-conscious and brand-loyal country. A research study in the early 1990’s showed that urban and even more so rural, consumers, thought that advertised and therefore branded products represented quality. They rarely switched from the top brands to others lower on the ladder. The liberalizing 90’s have probably also seen a decline from that extent of brand loyalty to the market leaders. Consumers seem to have realized that one branded product is as good as another offering the same benefits. Switching between brands is much more common. A key task of marketers is to retain existing customers. That is much less expensive than attracting a new one. This truism has spawned a new service business that offers to pursue apparently ambivalent customers or those who have already switched, and try to get them back to the earlier brand. Such a service is well worth its cost especially for high value products like cell phone services. It has also led to a large increase in ‘promotions’, which actually buy customers during the promotion.

Analysis of purchase data over the last fifteen years shows that for some consumer products, the rate of growth of penetration of purchase into all income groups has plateaued. Since ‘broad banding’ policies of government in 1986 and thereafter, households have had increasing choice. This led to the consumer products boom till 1995. But though there are still many non-buying households in the same socio-economic categories as those who are buying, marketers are finding it difficult to convert them to buyers. These are the difficult ones who have to be wooed and persuaded. 

Most consumable products follow the “beer market principle”-80% of purchases are by 20% of consumers. A small proportion of consumers account for the major part of sales. Thus, even when penetration figures are relatively high, i.e., a large per capita consumption, the arithmetic is lying. The frequency of usage by most buyers is small, and a few are using a lot. There is huge scope for market expansion if only households that are already buying a brand could be persuaded to buy more at a time, and more often.

There is no doubt a slow down in growth of consumer demand. But this is more likely to have started four years ago, and is now very visible. The challenge is to retain existing users, get them to raise their levels of usage and to go after those who are not buying even when others similar to them in socio-economic characteristics, are doing so. That does not require more purchasing power in the economy and more government investment. Nor does it await a good monsoon. It demands innovative and imaginative product designs and brand marketing strategies that create humour, excitement and memorability. (750)

