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                                                       BRAND ANTIPATHIES             by S L Rao

 There is now a. litany for corporate reform and restructuring to make a company more competitive. Investment in R & D, measures for cost and productivity improvement , employing people because they are competent and not merely because of relationships or contacts, and investing in building strong brands are at the core. A brand is more than the product that carries its name. It is an unique amalgam of images and impressions. Other products do not have the same mix in the minds of customers. It is difficult to wean such  customers away from one brand to another. Strong brands give a company a quasi-monopoly position with its customers. Some companies have begun estimating the value of their brands in order to determine the real value and not merely that shown by the physical assets. 

Indian companies did little brand building  because they did not need to in a closed economy. They either marketed the brands of their foreign partners, or allowed  customers to form their own image from the name and the product of the company.  Foreign companies now acquire Indian companies to gain quick market entry or to achieve market dominance. They have shown little interest in building the Indian brand names. The neglect of Godrej brands by P&G, Parle brands by Coke, or of Kwality by Lever’s, are just a few examples. This is even truer for industrial products.

Brands are built by carefully designing  product attributes, and  using pricing. advertising, promotion and other marketing tools to build  the desired image. Expenditures on advertising are therefore a useful indicator of the effort made by  companies in building  brands. Data reported by Prof Rakesh Basant of IIMA for the 1990’s, shows some small increase in overall advertising expenses as a proportion to sales  by the Indian corporate sector. But there was significant growth only in some sectors such as beverages and tobacco, petroleum products, non-metallic mineral products, wood, paper and paper products, electrical machinery and electronics.   Other sectors lagged far behind. These sectors have witnessed multinational and domestic  entries and much greater competition. 

In keeping with the bias against size and the preference for small units, Indian governments have shown a strong prejudice against brands and advertising. In 1964, the then Finance Minister, T T Krishnamachari, proposed a tax on advertising. He considered it to be wasteful expenditure which kept prices high. The first Janata government with H M Patel as Finance Minister had a similar proposal. Fortunately  both proposals were withdrawn, not because of any sudden realization that advertising served a useful purpose, but because of the pressure of the media which did not want to lose advertising revenues.  Morarji Desai in one of his stints as Finance Minister introduced a tax on branded cigars. (My supplier, Behrams in Crawford Market in Bombay, immediately withdrew the name on his cigar, and relabeled it as “Guaranteed Unbranded”!) The present Finance Minister has followed his distinguished predeccessors by imposing a 16% excise duty on branded garments, and later amended it to include unbranded ones as well. 

What is  the thinking of governments that make such proposals? It reflects the continuing  prejudice against organized large-scale manufacture, and a preference for small-scale manufacture. It assumes that the organized sector, by establishing brands, has  an ‘unfair’ advantage over the small. It signifies the hostility to the idea that large units which  contract manufacture to small ones,  receive much higher prices merely because they add a brand name. 

This antipathy to brands and to the advertising that helps establish them, is part of a mind set that must go in a reforming economy. Brands build companies and add to both customer and shareholder values. Contract manufacture to small units is a worldwide phenomenon. It guarantees business and payments to the small units. Many times they also get technical help to improve and maintain quality. It is the foundation on which many small units have built themselves to become large. 

The present Finance Minister’s first proposal of a 16% excise duty on branded garments would have made Indian manufacturers highly uncompetitive to the new branded imports as  markets are thrown open. His revised proposal will make all garments produced by the organized sector much more expensive. It will leave the small unbranded producer alone to face this new competition.  It will make it more profitable to import ready-made garments. It will have disastrous effects on garment manufacture by large and small units. It will foreclose the possibility of Indian brands based in the large Indian markets, competing in other countries. 

Governments which claim to be reformers must understand how companies and markets work, if they are to avoid damaging them. (789)    

