STRATEGY

"RECESSION MAKES DIRECT SELLING MARKET

AVIABLE BUSINESS OPPORTUNITY

Malvika Chandan

ALKING to mepresemarives of Amway
india, awholly-owned subsidiary of the
8.2-billion dollar direct selling major, Amway
Corporation, is refreshing at a time when
many companies are announcing layoifs, re-
ducing manufacturing and inventory num-
bers, and projecting flat growth at best for
the vearahead
Iyou have heard any of the company’s
top executives recemly, you'd have
heard them talling of registering “the
highest growth in percenmge terms
in 2009, It has linad up ar least six
new prioducts that will be launched
during the course of the year when it
hopes to increase fts consumer touch
paints to 150 from the current 122. Theac
cent this year will be an the nutrition and
the beauty products segments that account
for almost 509% of the company s revenues
Ihe aim, says the company, which
kicked of its India operations with an invest.
ment of s 26 crore and six products in
May 1998, is 1o see India firmlyv ensconced
among its top two or three markets from

No 7 currently. Points out Amway Indis man

aging director, and CEO William S Pinckney,
“The company is not dlafiming 1o be recetsion
proof, but it is recession resilient.”

Mind you, Pinckney is nefther being rash
norunwaorldly He probably knows theindian
market, to usea cliche, inside out. He was in-
strumental in setting up the company’s India
operations from seratch, Today, with sales of
Bs 1, 128 crore (in 2008, up from Rs 800 crore

st
iy

in 2007), the company is within
striking distance of owning 40% of the
Rs 3,000-crore direct selling market in In-
din. Pinckney says if it notches up
27-29% growth this year, the company will
be home and dry Bur can it?

Of course, fastmoving consumer goods,
Amway's mainstay, haven’t been too badly
hurt by the curtent business slowdown,
Growth projections for the category as a

whole vary from 15% {Boston

Consulting Group) to 25% (As-

sociated Chambers of Com-

merce and Industry of India).
But what is interesting is the

way Amway tweaked both its
portfolic and its pricing strar-
gy to engure that the value-
consciou® Indian consumer
took to its products like moths
toa flame. Indeed, getting the
pricing rightwas key to the com-
pany's growth in this country.
Amway's global model is based
un fixed quantity, varfable price.
In India, it has opted for variable
quantity, fixed price, the company

hag said in an earlier interview. It has even
llu.m:htd sa:hzu 10 encourage Ina!.t Pinck-
neyclab Amway design

standards in India march ﬂms: in the US
though sample test runs pre still carried out
inthe US

Today, the quality of Amway products made
in India &5 hailed globally—they have found
markets outside the country’s borders, estab-
Iishlnglnrlm as an export hubto service some
of the markets, All this
something Liwmmpmysnwunl\uuwkuew---
that it is the brand that needs to adapt to a mar-
ket, and not the other way mound.

The Amway brass concedes that India is a
verysmall fish in the global direct selling pond,
which stands at a staggering §110 billion. But
then, this is both an oppartunity and a chal-
lenge. Opportunity because, as Pinckney
paints out, it is precisely in this kind of times
that people tale to direcy selling as a new busi-
ness oppormunity due to its low entry barmiers
and the low artendant risks. And challenge
because the company has to work at driving
home the point tharits line-up comprises both
super premium products from its global port-
folio and the mass-end products that have
been developed to address the price conscious
consumer. Amywary's coconiut hair-oil is a case
in paine. It was developed for India and is
priced on par with Marico's Parschute hair od.

Fighting the likes of Avon, Modicare,
HerballLife and Tupperware, Amway Indis has
a wide partfolio of 110 product lines—includ-
ing home care (14 products), nutrition and
wellness (26), cosmetics (50}, personal care
(14) and six great value products developed
for India, and priced on par with local lead-
ere Pi  says, "We do have a range in pric-
ing, and our Artitude cosmetics have a start-
ing price of just Rs 99 for its lipsticks™

Now, w cope with the surge in demand
that Amway products expect, the com-
pany plansto ramp up the capacity of its
Badd! (Himachal Pradesh) plant this
year by adding more manufacturing
lines at an investment of amund
Rs 40 crore.

b Cantinued on page 4



Stop, look, grow

4 Continued from page 1

The Baddi plant manufactures
80% of Amway’s products in India,
while the remaining is made at six
contract manufacturing facilities. For
the time being, Amway will throw its
brand-building muscle behind the
Nutrilite and Artestry brands in India.

Traditionally, direct selling
companies do not use advertising in
a big way; but Amway, a strong be-
liever in brand building, has put
aside Rs 16 crore this year (up from
Rs 12 crore in 2008) for communica-
tion on television, print and out of
home advertising. “The purpose
of our advertising is to build corporate
brand awareness so that the
distributor’s job is made easier,” says
Pinckney. “The television campaign
that we started last year will run
till 2010."

Pinckney adds, “We will not do
deal-type promotions, but our value
promotions will be ongoing. Last year

a value addition promotion for our

most popular health product léad to
150% increase in sales, We increased
the size of our protein powder
pouches to 700 gm from 500 gm and
sold it for the same price.”

It is also looking at new categories
for growth, Energy drinks and bars, for
instance, have been identified as a
thrust area under the health category.
The US, for example, has 40 energy
drink brands, against lone ranger
Red Bull in India.

Amway is trying to shake up the cat-
egorywith its new fruit flavoured en-
ergy drinks, The company also intro-
duces energy bars in the market under
ajoint venture with General Mills that
has the manufacturing expertise, with
Amway backing up with its distribu-

» Amway India is a wholly-owned subsidiary of 8.2-bn Amway
Corporation, Ada, Michigan, USA

b It recorded a sales turnover of over ﬂs 1,128 cfme in 2008

4 Estaﬁlished in 1995, Amway India started commercial
operations in May 1998. It is headquartered in New Delhi

» Amway has invested in excess of $35 million (Rs 151 crore)
in India; of this $6 million (Rs 26 crore) is in the form of FDI

» Amway India has 400 full time employees and has
generated indirect employment for 1,650 personsatallthe
contract manufacturer locations

P The company has over 4.5 lakh independent
. Amway business owners

The Amway
way...

=,

tion muscle. And its distribution mus- Direct selling companies such
cle is awesome—on its rolls in India  as Skybiz, Goldquest and QuestNet
are 4.5 lakh of the approximately 15 have had numerous run-ins with
lakh distributors or business owners  the police for not giving their
as Amway calls them. agents the commissions promised
While it has made steady progress  or taking advances without giving
over the years, Amway would liketo  the requisite stock. There are
see the regulatory environment to  instances of companies that have
e simply changed their names and
“The purpose of [ moved to another cities to restart
our gdverﬁsing. i their businesses.
is to build ! In the meantime, IDSA continues
to pursue the Department of Industrial
corporate brand | Policy and Promotion under the Min-
awareness so istry of Commerce to pass a separate
that the distributor’s jOb is law to regulate direct sales. David
d . Stanley, chairman of IDSA, says,
made easier - “Many direct selling companies in the
WILLIAMSPINCKNEY  US and Europe that are waiting to
CEOandmanagingdirector, Amwaylndia  come to India would like to see laws
e . regulating schemes and laws protect-
ing consumer interest.”
ease out for the industry to realise its Regulatory issues aside, Amway
true potential. The company hasbeen  sees the direct selling market opening
lobbying with othersincludingtheln-  up as consumers start to see the
dian Direct Selling Association (IDSA)  difference between direct selling
for more protective consumer legisla-  and door-to-door sales, and that be-
tion that will also ensure the industry ~ tween the long haulers and the fly-by-
does not get a bad name. night operators, [ BW |
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