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AST WEEK I met a lowin-
come consumer called
Suraiya Khatun. Her fam-
ily of three has a house-
hold income of 28,000 per
month. The family lives in
a single room whieh dou-
bles up for a bedroom,
kitehen aswell as living area. They use a diseauit
§0ap and an unbranded detergent powdesr. Alka
o the other hand uses one of the Mest expen-
sive brands of shampee. And of skin eare as well.
While she buys a saehet for her use, she aspires {9
buy the bigger boettle and jar. Alka is sixteen and
has studied upto elass fen. Alla represents two of
the three biggest demegraphie snifts that India
Ras been wipessing: YOURGRr eQASHIMRRS iA
smaller heusenelds. The third shiftis the eoneept
of several thdia due to regional diffierences 1A
BEONOMC SFOWHR:

A younger, more literate India is driving the
growth of consumption in India. The NCAER-
CMCR youth readetship survey estimates that of
the 459 million youth in 2009, 333 million are
literate. While the average youth stops studying
at just 15, even this level of literacy has a materi-
al impact beeause the ineome of the household
rises by a whopping 63 pereent aftera matrieula-
tion degree when eompated to an illiterate
househelid. Everybody reeognises that these
younges; more affluent eonsurmers have a fun-
damentedly different attitude o conswmpton
eampated to their parents;. They are afier all the
anes whe are early adepters of mest eategories.
But they are puzzling as well. S0 while they are
the ones whe like Alka Geel, Buy expensive
Brands in seme eategories the same Alka Goel
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Indian youth today use consumption and brands to
signal their identity. Brands that are aspirational are
therefore most valued

also buys cheaper brands in other categories.
What explains this puzzle? Indian youth today
use consumption and brands as a way of sig-
nalling their identityy. Brands that are aspirational
are therefore most valued.

An equally interesting facet of this new India is
to be able to sharply define who they are. This
young India is not reflected in the lives and wal-
lets of the few million that live in the top cities
and study in English speaking schools. For ex-
ample, when Airtel launched a service called
Musiec on Demand for 230 a monith, the most
downloaded genre of musiic was not Hindi, Tamil
or English but Bhojpuri. Or when Axe launched
its Call me eampaign inviting people to eall, a
mammoth 50 lakh youngsters dialled in, 90 per-
eent of who were from tier 2 and tier 3 towns.

The second demograpthic shift is the changing
family structure. The pace of urbamisation and
increasing literacy is accelerating this shift to
smaller families. NCAER-CMCR estimates that
the average household size will drop from 5 to
4.81 by 2015. That is 1 million househellds added
every year simply on account of smaller family
structures. There are three impacts of smaller
families. First, more opportumities for growth of
several categories where the houseiold is the ba-
sie unit of deeision making. Televisions, refriger-
ators, household eleaning produets amongst
others will see aceelerated growih.

Secondlly, each member of the family with a
much larger voice over what they want. More
voice means more choices and a rising trend of
more personal solutions for individual needs re-
sulting in greater fragmentation as smaller seg-
ments develop. Take a look at the male grooming
matket. There has been an explosion of growth
eoupled with a proliferation of shaving produets,
shampoos for men and fragranees for men.

Thirdly, in some households that also have
working women, the impact will be further ex-
acerbated. Many new services such as house-
keeping;, eating out, creches and tuition services
will become significant. And for the first time
each of these segments will become viable as
their absolute sizes will be large enough to sup-
port business modeds targeted at them.,

Clearly several businesses will be built. In ad-
dition, this market will perhaps continue to see
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substaniiial level of fragmentation before it starts
consolidating. Thisis evident in the skin care cat-
egory. As many as 978 brands and variants were
launched in the last three years to target these
emenging segments. (Incidentally with a cumu-
lative manket share of a mete 9.8 percent.)

The third demographiic shift is that we will
continue to see several Indias. In the last
decade many of the southern and western
states have seen far higher income growths
when compared to the rest of the country.
Even within a state there are stark differ-
ences. Many parts of Vidarbha for example
are exactly similar to East UP, both in terms of
income as well as consumptiom. Or take a
look at second ritng eities such as Surat, Bar-
oda, Pune and Chandigarh. These have
grown at abeut 3-5 times that of the national
average. It is therefore not enough to look at
Indiia as ofie. Deeiding whete to eompete will
be a eritieal strategic ehoice. For example, by
the tyranny of averages a player believed that
it was the number 1 national player. Howev-
er, a deeper logk at state level perfermanee
elearly revealed that its leadership position
was at fisls 1t was Rumiber 1 anly in thiee of
the top ten states, nepe of which were the
fastest growing states. Elearly, erafting a smart
portiplie of markets should Be the first step in
defining the strategy for india.

What do these demograptic shifts imply for
businesses in India? First, be flexible about
which market segment and category to priori-
tise. Creating a dynamic portfolio of markets
and categories that are reviewed every year
based on a fact based undienstamdimg of return
on investment will be crucial. Second, ensure
brands, new or old, remain aspirational and
relevant for a young India (even guestioning
holy eows on large, existing brands). Third,
build an organisation that is eomfartable with
amiiguity;, relentiessly foeused on the eon-
sumer and is humgty to leant.

The Indian consumer has humbled many
players. Winnets in this market will listen to the
emenging consunmesy, be nimble to respond to her
needs and be humible to leant from the mistakes
that each of us make.
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