Senior marketing managers of large multinational companies
“Rural demand for, and consumption of, consumer products is set to explode. The challenge for the most companies is to be able to offer appropriate products in an affordable way in relatively remote locations. It is our view that India will soon see an inflexion point in rural consumption.” Mr. K.B. Dadiseth, HLL Chairman

Hindustan Lever Ltd. is a subsidiary of Unilever which is one of the largest consumer goods companies in India. Also HLL is one of the best companies at marketing consumer brands to the poorest people.

In the 1960’s Hindustan Lever Ltd launched their flagship product Surf detergent powder. Surf detergent powder was immediately a big seller in the fast-moving consumer goods segment. During this era other Indian consumer goods companies could not compare to Hindustan Lever Ltd advertising budget of 10%. Hindustan Lever successful advertising included endorsement from Bollywood stars, radio, magazines, daily press and billboards. However these advertising methods were only moderately successful at reaching the “Base of the Pyramid” in rural India.

Hindustan Lever Ltd had a competitive advantage in the fast-moving consumer goods segment of India because they had built a strong national distribution system. At this time Hindustan Lever was dominating in sales of soap detergents in the urban market and too especially high-end buyers. Hindustan Lever Ltd did not realize the deficiencies in their companies marketing and distribution system until their competitors gained a large market share of rural India.

In 1969 Karsan-bhai Patel created Nirma Consumer Care Company and made a break through into the fast-moving consumer goods segment with the innovative Nirma soap detergent. Nirma’s competitive advantage was due to having a low cost structure, government aid, and wholesale traders. During the liberalization of India the government began to support small business development and companies like Nirma benefited from generous tax incentives and subsidies. Also wholesale traders were able to penetrate deeper into rural Indian markets. Nirma’s production and operation as well as their distribution structure cost much less cost then their competitor. Nirma soap detergent sold for Rs.3 compared to Hindustan Lever Ltd Surf product at Rs.15. Nirma was simply more affordable to the poorer people of rural India.
“In the early 1980’s, when television began to make inroads into rural and urban India, Nirma would be one of the advertisers for the Sunday evening Hindi feature film (the most widely watched TV program). But the positioning of the TV commercial was such that a majority of the populace thought the film was being presented by Nirma!” Karsan-bhai Patel, Founder Nirma Consumer Care

Next, Hindustan Lever Ltd in an effort to regain market share in the fast-moving consumer goods segment of rural India began nationwide research to develop a strategy to beat Nirma and reach the “Base of the Pyramid.” Hindustan Lever Ltd tried to compete with Nirma by creating a cheaper soap detergent named Sunlight. HLL could not compete with Nirma’s low cost production even by using plastic bags instead of cardboard boxes for packaging Sunlight. Although HLL was successful in creating a less expensive soap detergent product it paled in comparison to Nirma’s value for money. Therefore Sunlight was a failure for Hindustan Lever Ltd.

Afterwards, Hindustan Lever went on the attack against Nirma. HLL advertising emphasized Surf’s superior quality, highlighted Nirma skin-damaging effects due to low-quality detergents and created another product named Wheel. In 2003 Wheel would eventually become the largest fabric brand in India. HLL’s chose innovation of the new product Wheel versus modifying an existing soap detergent product. Finally HLL had made a high quality product that was affordable priced as compared to Nirma which induced people of rural Indian to try the product.

Finally the Millennium Plan was devised by Hindustan Lever because of stagnant growth. The plan entailed to reach rural India and the “Base of the Pyramid.” This is how the Shakti came to be.
“HLL was realizing that a lot of the previous initiatives had worked on the reach parameter, or the communication initiatives had worked on the communication parameter. But there wasn’t a comprehensive business model that looked at getting all three ( reach, communication, and sustained demand) together. That’s how Shakti was conceptualized.” Dalip Sehgal, Executive Director, New Ventures Hindustan Lever Ltd.

The Shakti program includes the Shakti Entrepreneur, the Shakti Vani, and the I-Shakti community portal. Self-help group in rural Indian villages were critical to the success and establishment of the Shakti program. Self-help groups pooled money in villages and became creditors. HLL Shakti program fueled business development and improved conditions of rural India. The “Base of the Pyramid” or poorest people of rural India were now operating a small business and empowered. Through education initiatives of the Shakti Vani program rural Indians lifestyle was being changed these people were beginning to use consumer goods product that once were not available to them. Furthermore computers were provided to small villages thus furthering empowering the villagers with access to information on the internet. In the following quotes you can see the positive impact that multi national companies can have on society. In this case, Hindustan Lever Ltd is a socially responsible company and there is a clear mutual benefit between the HLL and society.

Bharatamma claims that “our lives have finally changed for the better.” “As Ratna, a Shakti entrepreneur from Tamil Nadu puts it: It is more important than money. When they see me, they crowd around me and call me ‘Shaktiamma.’ I am someone today.”

Over the years multinational companies have avoided the "Base of the Pyramid,” because for the reason that to promote their products to the poor is not easy. The poor often lack a stable cash flow and have almost no access to credit. The poor either live in rural areas or they live in urban slums, which makes traditional advertising strategies and marketing channels easier to carry out versus those that live in remote rural areas. Therefore in order to carry out an effective marketing campaign there must be an inventive strategy to reach the "Base of the Pyramid.”
Question 2
Environmental issues do impact a firm’s competitive advantage. Coca Cola is a multi national corporation that operates in almost every country on earth. As an MNC Coca Cola is beholden to the societies that they operate in. Even though Coca Cola has made huge strides as appearing to be unique in their image to a particular country they are still are seen as an American company. In Coca Cola’s foreign operations out side of the US any errors in the productions of the soft drink causes negative publicity for Coca Cola and outrage by the host country. Also if Coca Cola is seen as depleting the resources of a foreign country this would cause an outrage. If Coca Cola is not socially responsible and does not give back to society to the amount that they take then there is not equilibrium. Coca Cola must adhere to local laws of the government of where they operate and not take advantage of developing countries by depleting their resources. The main ingredients of Coca Cola are water and syrup (sugar). Water is rapidly becoming a rare resource due to overpopulation, human migrations, and overall consumption levels. The poorest people are affected the worst in developing countries by water shortages. Water is considered a natural right to life. MNC such as Coca Cola should be held accountable to not exploit the poor people as in the case of Kerala, India. Coca Cola has environmental sustainability projects that include community water programs and sustaining agriculture with educational and financial support for high tech irrigation techniques.

Next, Coca Cola promises and is legally obligated world wide to deliver a product that is not harmful. There have been several incidents in the past few decades of operational mistakes that caused either a low quality or toxic product which damaged Coca Cola’s reputation. For example, inadequate storage of ingredients, expired ingredients, and out dated equipment with rust and poor water quality has caused bad batches of Coca Cola to be circulated. Coca Cola has since made it policy to have regular inspections of facilities to ensure there are no errors in the production of Coca Cola. Coca Cola has made clear standards and processes for the production of Coca Cola. Where ever Coca Cola operates they must use specific materials and machinery in the production and storage of their product. Also Coca Cola is obligated by law to chemically test water for toxins.

Next, Coca Cola is invited into to so many countries because they offer jobs to thousands of people. Coca Cola has created a vast distribution network that reaches the far corners of the globe. Coca Cola vending machines and other refrigeration units can be seen in the most remote areas in rural communities. Coca Cola has made their product affordable to the “Base of the Pyramid” or poor compared to other soft drinks. “Life ho to aisi,” (life as it should be) was the successful and relevant tagline found in Coca-Cola’s advertising to this audience.” Jennifer Kaye & ET AL, Coca-Cola India

All people from the privileged upper class to the poorest people enjoy Coca Cola. Coca Cola ability to reach remote rural areas has increased their profits greatly. The many plant operator jobs, distribution warehouse jobs, refrigeration truck driver jobs that have been created maintain social harmony and improve the living standards of thousands of workers with competitive wages from Coca Cola.

