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Abstract

This paper will attempt to establish the principles that should guide Market Innovation
Strategies in the BRIC particularly with respect to Health and Wellness brands in the food and
beverage categories.

The BRIC countries have already become a significant part of the global economy in hard economic
terms such as absolute GDPs and growth rates. But even in terms of the fast changing consumer
mind-sets and demands, BRIC presents a tantalizing market prospect for any company or brand with
global ambitions. This simple acronym contains within it a mind-boggling variety of humanity - from
the Euro-centric Russians to the “happy” Brazilians to the numerous but different languages and
cultures within China and India.

However, HMT’s global experience has shown that there are some overarching themes that run
through the consumer psyche across BRIC particularly when it comes to motivations in Health and
Wellness. This paper examines these common themes and shows through proven HMT models how
the Health and Wellness categories in F&B can grow in BRIC. It also illustrates the different
innovation strategies that work within the BRIC with real examples from the market place.

The paper demonstrates that to succeed, innovations in Health and Wellness must reflect the fast
changing aspirations of the consumers in the emerging BRIC markets. Branding is key to the
innovation process in BRIC because of the enhanced significance of brands as a STANDARD of good
quality. However, the role of brands also will follow some unique pathways depending on the stage
of market evolution in the particular BRIC market and the exact category in which the brand makes
its entry.

Finally, all innovations in F&B in BRIC will broadly follow one of two directions:

- Some innovations will follow the Western models of entry and growth particularly when
creating an “imported” , new category

- Some others will evolve through mutation of global models and local cultures, particularly in
categories that are already established and familiar to the BRIC consumers.

But, whatever the category context, the one Key principle of successful innovation in BRIC has to be
“Be prepared to Break All Rules!”

To sum up, the BRIC markets offer exciting challenges for brands in the health and wellness
category. Given the BRIC’s apparently bewildering diversity and size, it is possible to get distracted.
We have therefore outlined in brief our proven models and strategies that can help navigate the
BRIC markets. The key to successful innovation in BRIC will lie in listening to the consumer well,
empathising with her needs and context and finally in being ready to challenge old paradigms.
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Introduction: The Significance of BRIC: the economics and
demographics

This paper will attempt to establish the principles that should guide Market Innovation
Strategies in the BRIC particularly with respect to Health and Wellness brands in the food and
beverage categories.

Call them BRIC, call them the lead emerging markets, call them what you will but ignore them at
your own peril.

With 42 % of the world’s population and 1/3 of the land mass, the four countries that make up BRIC
are powering themselves to the top of the heap very fast in terms of growths and GDPs. In 2010,
China overtook Japan to become the globe’s second largest economy after the US. In $ PPP terms,
India is just ahead of Germany. Russia and Brazil have overtaken France and Britain already. Brazil
is estimated to become the world’s fifth largest economy by 2025.

In short, BRIC countries are increasing their share in the world’s economy, contributing above
global-average economic growths and are also poised to reap significant demographic dividends as
they are made up of the largest block of youth populations of the world.

However, this simple acronym contains within it a mind-boggling variety of humanity - in terms of
socio-cultural constructs, purchasing powers, languages, attitudes, access to goods and services et
al.

Therefore while BRIC presents a tantalizing market prospect for any company or brand with global
ambitions, a simplistic, “fit all” solution is unlikely to succeed across the BRIC. It is thus almost a
truism to state that in order to succeed anywhere in BRIC, a brand would need to Innovate.

Country Rankings from GDP Population Age Structure, 2010

80

European Union  § 14,890,000

70
1 B UnitedStates  § 14,720,000 60
[ 2 “ China $ 9,872,000 ] 50
3 ® Japan $ 4,338,000 40 m 0-14 years
[ 4 India $ 4,046,000 ] 30 M 15-64 years
&
5 B Gy $ 2,951,000 20 65 year +
[ 3 Russia $ 2,229,000 ] 10
i 0

7 Brazil $ 2,194,000 ]
[ -e Brazil Russia India China
8 quy/‘ United Kingdom  § 2,189,000
L= S Source: CIA World Factbook, 2010

9 I . France $ 2,160,000
10 . I Italy $ 1,782,000

Source: CIA World Factbook, 2010

© 2011 The Healthy Marketing Team Ltd Page 4 of 20



feam

The dynamic of BRIC: The emerging Consumer

It is critical to remind ourselves that the “BRIC consumer” is not a homogenous mass of people with
uniform mind sets. Russia is demographically older than the other three while Brazil, China and
India have wider and deeper Urban-Rural divides.

Traditionally Russia has been closer to developments in Europe than the BIC countries. This affects
socio-cultural norms which in turn affect how brands forge relationships with consumers meaning
that the consumer psychology in Russia is slightly different from the rest of the BRIC. Therefore it is
important for a marketer to remember that while structural similarities across the four economies
might shape market developments similarly, brands may need to tailor their innovations in each
market to cater to the specific consumer needs there.

Our work in all four markets has shown that there are some overarching themes that underpin the
consumers’ attitudes to and motivations in health and wellness in the BRIC markets.

Most of these markets are poised for rapid growth and change. This impacts the consumer’s mindset
in significant ways. The consumer is looking towards the Future and tends to be Optimistic.

“Tomorrow will be better than today

Market stages - psychology mctl? ”hard work and a little bit of

N

1. In a traditional (rural) market
[oMORRONW WILL BE | TOMORROW WLL BE 1DON'T CARE ABOUT tomorrow will be like today and like
yesterday and | will live my life in the
village like my parents did. Reward will
come in heaven!
2. In an emerging market | will follow
development in to the city and my
parents will invest in my education so
that | can make a social career together
with the rest of my generation. Reward
will come tomorrow!
3. In a developed market | am born
with a silver spoon and my life is all
about me and my needs. | want reward
today! Why should | invest in the

Taller, Stronger, Sharper!

This example illustrates how changing consumer aspirations
shape marketing innovations in emerging BRIC markets, be it in
product development or messaging.

The brand message reflects the aspiration of the emerging
market consumer. So Horlicks re-positioned itself with the
competitive performance message of Taller, Stronger, Sharper
for children of 6-14 years from a more generic Family
Nourisher proposition.
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Innovation examples in BRIC: “Be prepared to Break All Rules”

The following examples illustrate that the underlying principle if any is that the general rule to
succeed in BRIC markets is to be prepared to Break All Rules!

Companies and brand owners must be willing to challenge preconditioned opinions and shift
paradigms.

This will in many cases mean challenging Western Category Codes and Norms:

Rule #1: Be prepared to reshape brand offers to fit into BRIC consumers’ expectations from
the category.
e Coca Cola “dared to dilute” Minute Maid’s juice content and re-formulated the drink to
delight the Chinese consumer and thus triggered an entire category of “pulpy” beverages in
China

Coca Cola launched Minute Maid across China by end of 2006 and today it has become the
company’s first brand from an emerging market to reach the 1billion dollar sales mark.

The company applied creative thinking to
customise Minute Maid’s formulation in China -
they reduced the juice content to 10% to keep the
price down but added fruit pulp to offer a
distinctive “fruity” mouth feel. The marketplace
success was due to this consumer focussed
innovation that fulfilled the Chinese consumers’
desire for a “fruity” tasting drink that was not just
tasty but also affordable.

Rule # 2: Be prepared to innovate and create brand value by leveraging and fitting into
established habits and category codes.
e The malted health food drinks in India have leveraged the huge cultural significance of
milk as an essential drink for growing children and established their own significant
Nutritional Quotient.

Malted “health food drinks” category has seen Brand Company Proposition
healthy growths in India in last five years. The

growth is not only due to obvious demographics = 3 Ller
(India has the world’s largest 0-14 vyear S @Gaxu&nslhklme ﬁ:ﬁ}fﬁ
population) but is driven by a “Strivers” mindset =

that sees parents stretching hard to invest in
children’s future. Dominated by a few large
Multinational companies like GSK, Cadbury’s and
Heinz, the category has innovated to keep step

i
I

Heinz R wA TS |

with changing aspirations of the growing urban
middle class - from milk substitutes to milk taste
enhancers to a nutrition packed milk additive that

G R

Prepare to win

g

gives children an edge in performance.
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Therefore, the only general rule is:
KNOW THE CONSUMER! LISTEN TO HER! UNDERSTAND HER CONTEXT!

BRIC: The Different Stakeholders in Health and Wellness

Given that consumer needs and aspirations of consumers in Health and Wellness are becoming more
dimensionalised as above, we find it useful to use the Healthy Marketing Team’s Core Stakeholder
Model to map the consumers.

The basis for this model was originally introduced in the Food & Health Marketing Handbook by
Wennstrém & Mellentin'.

y

The Healthy Marketing Stakeholder Model is based on the fact that the development of a food category is driven by
education. This education is normally driven in three phases where new ideas and innovations are introduced by Technology
stakeholders, popularised by Lifestyle stakeholders and commoditised by Mass market stakeholders.

The blue line represents the category life cycle. The dotted grey line represents the price/margin as the category moves
from left to right.

In the past, in BRIC, most food and beverage brands have been playing in the Mass Market. Taste
and Affordability have been the key judgment criteria for most consumers in the Mass Market. But
as consumer aspirations in Health and Wellness evolve, we see the health and wellness stakeholders
develop as above.

Technology Stakeholders: Need a health solution
These are the ones motivated by Technology and in this context it refers to medical benefits. This

group puts functional before food and prompted by a “Need” they seek real health solutions through
foods.

! published by New Nutrition Business 2003.
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In the past BRIC consumers sought solutions either through medicines or through traditional
remedies. However growing purchasing power and awareness of “science” are going to drive the
growth of this segment in BRIC. However brand owners must keep in mind that this segment will
grow slower in BRIC than it did in Europe or Japan and will always be fairly limited in size.

Technology Stakeholders in BRIC

« In BRIC, Technology Stakeholders are likely to be q PediaSure India
motivated by the International credentials of a brand. ]

« Global is likely to be valued more than “Only Local” [ edla « Abbot markets PediaSure through a
in this segment. concerted communication program
targeting paediatricians
« Disruptive innovations in formats and delivery Em
systems would also be recommended to grow this ]
segment in BRIC. . +Sells at a significant premium to
R B other milk food drinks

Lifestyle Stakeholders: Want to try a new benefit

The people here will be the first to try out new benefits. These consumers will support the concept
of functional foods and health-enhancing foods of all types - provided that these are relevant in the
context of their lives and support their self-image as Early Adopters.

We see this stakeholder segment growing !
dramatically in all the BRIC markets. Rapid Lifestyle Stakeholders in BRIC

economic growths have not only created a large
class of affluent consumers in BRIC, it has also
empowered these consumers to tap into a shared
global vision. The iPhone, for example, is the + Science is seen as a MULTIPLIER that draws out the
preferred badge of all Lifestyle stakeholders in best of Nature and thus allows them to balance the

- : o) benefits from past wisdom and modern innovations.
any of the BRIC countries just as it is in London or
+ The Lifestyle consumers will seek significant “Look at
New York. Me” values in their brands to signal their status as
Innovators and Early Adopters to rest of society.

« In BRIC, Lifestyle consumers are likely to be equally
inspired by Science AND Nature

This empowering globalization will shape Lifestyle
innovations in health and wellness too.
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Anlene in Asia

Anlene

L Qancent{qfa_ T

4 ® Anlene created a larger than life
# K #R A7 . brand targeting women in SE Asia
4ot R EL 2
50%GaRBnER? =
® The Calcium story was single-minded
and established with Technology

stakeholders

® Anlene uses iconic celebrities and
on-ground programs to create the
aspirational Look At Me values

Mass market Stakeholders: When the new benefit becomes accessible and affordable.

These are the ones who will only be motivated by food benefits and they will wait until functional
foods are clearly established in a normal food context.

However there 1is a significant innovation _
challenge in Mass market Health and Wellness in | Mass Market Stakeholders in BRIC

. i i In BRIC, M ket ill b tivated b
BRIC: BRIC markets are being shaped by rapid  * [ IG S sie e i e
Immunity or Gut health may start out by being
available in premium brands , targeting Lifestyle
& Technology Stakeholders respectively -
however very soon the Mass market consumers
will also demand these benefits in an accessible
and affordable way.

The other key motivator is the safeguarding of Family
Health.

BRIC Mass market consumers still look up to trusted
Authority Sources and the right endorsement can be
crucial to the success of an innovation.

Packaging will play a pivotal role in introducing new
healthy habits in foods and in delivering value for
money.

Marilan Magic Toast in Brazil Britannia Tiger Glucose in India

'Ihgit;‘ron_t values the important relation between diet and health as it is a natural,
nutritious and delicious food. Magic Toast is differant from the traditicnal toasts as it is a
sination of thrae cereals: rice, corn and wheat with no fat. no cholesterol no. play an enabling role for their children to compete in today's w
t can be found in three versions: Original, Whole wheat and Light, Ch
fits your needs. Magic Toast: delicious. healthy,
ne. It is very versatile: it c2n be part of man

Tiger Glucose : comes with the added goodness of wheat and mi. It is for modern mothers who

and thus want the best. Tiger

Glucose is fortified with "Iron Zor™** with an attempt towards addressing the iron deficency
crisi the chidren of India face.
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This will create opportunities for brand owners in food and beverages to innovate smartly to make
tangible health benefits available to the mass market consumers in relevant ways!

The closest parallel is the growth of the mobile telephony category in BRIC, particularly China, India
and Brazil. Mobile telephony is unique in that it combines Aspiration and Permission for emerging
market consumers - not only is a mobile phone a status symbol but it is also seen as an Empowering
necessity to advance economically. Hence, Mass Market mobile phones have witnessed explosive
growth in these economies while the premium end continues to keep pace with developments in the
West.

We see a similar opportunity for Health and Wellness food brands in Mass market. While
Affordability will continue to be the primary Permission factor, Health will rise in importance as a
Motivator along with Taste as the BRIC Mass market consumer realizes that ensuring good health is a
critical enabler for him to participate in the overall growth that is happening.
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