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IR &R atmesphere eRarged with esRsUmMptien and east volatility, eempanies must give
Up Bverarehing sirategies and adept granular, inAavative and fecused appregeh
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‘ Iolatility, is the new normal in
India. On the demand side,
consumers, the life blood of

growth, are increasimgly unpre-

dictable. With high food inflation,

150 million housenolds are cutting

baek on several diseretionary cate-

gories. Equallyy with higher EMI

payeuis, many ef the tep 50 milli-

8n househelds are pastpening pur-
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On the supply side, commodity
costs and interest rates are increa-
singly unpredictizidie. This volatili-
ty in both consumption and cost
has led to unprediictability in busi-
ness growth and margin. To re-
spond to these @hang@& companies
must shift ff@m a ‘growth forgives
many things’ approach (predieat:
ed o speed) to A ‘targeted, margin-
aceretive’ a f@a@ﬁ predieated en
flexib uey) g aaa&@aeh Pﬁﬁ%ﬁ@
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Hategieal anaging costs:

A RESILIENT GROWTH PORTFOLIO

From a portfolio approach that is

based on rapid expansion across

(all) segments and geographies,

companies must get granular to

bet on growth that is resilient.

There are thiee ways of looking at

this growth.

» Pockeits of category ressiliemce:

With volatility, behaviour changes

in ways intermallly consistent to

consumers—as they manage their
lives and wallets — but often sur-
prising to players — who have a sil-
oedcategory view of comsumption.

For example, theee behaviours are

inereasimgly visible.

First, substitution. As comsumers
postpone the purchase of a big cat-
egory — e.g., new flat or a bigger
car— they 'indulige’ themselves th-
rough higher spends on categories
such as a holiday expensiive fragra-
nees or apparel. Seeond. ¢oeoon-
ing. As 6onsumers meve to ‘budget
based' diseretionary spending, the
battiefield meves inte the heme!
Peopesrn and home-delivery éﬁéﬂ'
ag {Aerease as a MLVIE (A the theatk
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» Pocketts of geogmgmic ressilEnce:
Diffierent markets (cities and stat-
es) respond differently in tough ti-
mes. This is a funetion of undery-
ing growth drivers of the local eco-
noiy:. (Refier my last ET colhwmn,
Dowt: Bett Youy- Meneyy on Indiea, Bet
on jis Striess, August 15,2011 where
We diseussed four factors that are
drivers of eeanefmie growth: fema-
le literacy; private eapitah, infras-
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and medium enterprises are likely
to remain vibrant. A cement play-
er, for example, may; therefore,
need to focus on winning in this
chanmell. And a food player might
need to highlight the out-ofthome
ehannelfor certain categories.

A MARGIN-ENABLING APPROACH
From a mechamiical cost-plus mar-
gin pricing approach, volatility re-
quires a dynamiic pricing approach
that explicitly trades off margin
and growth. Clearlly; this is no long-
er a eall taken by marketers or fi-
nanee people but becomes a top ta-
bl@ d@@lSl@ﬁ Pﬁ@ﬁ&*@ there e,
wikes two oritieal trade offs, in
&ti@ﬁ 8 sMart communieation.
> The iraeeeffr betweem velume. (ang
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ondumers. The

cannot apply the same one-size-
fits-all pricing approach to all cus-
tomers but tailor pricing to role
and behaviour of each segment.
Where eategory pensetration is
growing rapidly; forexamplle, hold-

iAg on to opening
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in Yeney price poimis
With fieree for small paeks is
EHH?BSESIBH impertant even at

the east of margin,
importantto  On the other hand,
gofarvolume where oore @us-
orrisklosing tomers are critical
thelifetime to  profitability,
value of pricing for tihem
consumers must deliver dis-

proportiomate val-
ue keeping lifetime value as the
metriic. So, companiies must make
tradieoftfs, changing the margin ex-
pectations from different slivers of
the customer portfolio.
» The need fon- smantt prikinge com-
mumdesinion. Finallly in a volatile
maiket, price com munication mat:
ters. For example, the rate of adep-
tien of the same taritf offer for a
teleeom company, communieated
in twe different ways by §MS; var=
ied By up to 160%. qE %, Hew
price ehanges are affested (8 cFiti-
Eﬁ} 1R 68FtakA EﬁE@%&E&%‘% SMPit:
€81 avidence suggests that aking
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tivelly Winners have traditionally
done three things: lean capex/opex
approach, disaggregatied business
models — with smart outsourcing
backed by controlls — and syster-
aticallly reducing 'system’ eost—
ineluding vendor costs.

These skills are no longer enou-
gh. Cost must be now assessed with
an additional lens of risk. This in-
creasingly demands thiee new
skillls. First, ensuriing supply secu-
Fity by Fevisiting the busimess mo-
del to examine a further ease for in-
tegration (both baekward and for-
wakd)). Seeend. sfart substitution
f@f th@ gritical Faw malkekial, tHreu:
% 4 deep understanding of sus
BrABF sWiteh pPeints and iARevVA:

tive design-ie-cost. Thikd, a mere
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Managing volatility in India calls
for a learnimg organisation. From
apremium on speed, and the mind-
set of aland grai, businesses must
become inereasinglly granular and
innovative. This ealls for flexibili-
ty: Fiigour and being extremelly tat-

eted in exeecution.
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