THE INDIAN AUDIO MARKET





Evolution


The audio market in India  is a 1,000 crore one, and is projected to grow at 25% every year.





Prior to 1987, the growth in the Indian audio market could at best be termed stable. Just fifteen years back, the market was restricted primarily to radios. Transistors with their portability and battery operation created a mass  base for listenership.  Later came the LP record players which  popularized pre-recorded music. Tape recorders made their appearance in India in the seventies, but even until the mid- eighties, only  the well-off could afford pre-recorded tapes, thus restricting hardware sales. Between 1987 and 1991, the audio market doubled in terms of pieces of equipment sold, mainly as a result of the availability of popular music at affordable prices. Towards the end of the eighties, the stereo rage had caught on and there  was a latent demand for a hi-fi option. Today, the  Indian audio market is teeming with action as international majors try to outdo each other in pushing new concepts like CD sound, digital tuners, full logic tape deck etc. in an attempt to expand the market  for their high end products. CD players are becoming increasingly popular due to the new demand for high sound quality and the drop in prices of CDs. Increasing affluence among the upper-income sections has opened up the market for premium products, encouraging companies to launch audio systems even in the Rs.50,000 range.





Thus, besides the traditional radios, the market can be divided into four distinct segments- 


Mono recorders


Stereo recorders


Midi systems


Hi-fis (minis/micros)








Main Players 


The main players in the Indian audio market are Philips, BPL and Videocon.  These have existed in the market for many years. With the easing of the entry barriers, a number of new international  players like Panasonic, Akai, Sansui, Sony, Sharp, Goldstar, Samsung and Aiwa have also entered the fray. The increasingly intense competition is likely to lead to the Indian consumer having access to the latest international products at competitive prices .The older players have a range of products in all the market segments whereas most of the newer entrants have a limited range to choose from.  There also exists a dominant small sector with powerful regional brands in mono and stereo segments which hold the sway on price performance (market share of 59% in mono recorders and 36% in stereo recorders).  In some cases, regional players are dominant  even in the hi-fi systems segment - for example, Metablitz is next only to Philips in the large Calcutta market. 
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Transistor radios having sold six million units in 94-95, formed the lower bulk of the market pyramid. With deeper rural penetration sales are likely to keep growing. Low power portable radio recorders constitute the next chunk, of which, mono players sold about two million units and stereos sold another two million in 94-95. But mono players are expected to peter out as the price gap between mono and stereo players reduces.


The slot further up the price scale belongs to the midi ( which offers the sound amplification of a big system, but at a far lower price ). The midi segment is placed at about 240,000 units and is expected to grow at 25% per year. The hi-fi systems ( such as minis and micros ) are slotted at the top end of the market and sell about 30,000 units a year. This segment is growing very fast.  Another area of high growth is personal stereo systems, which notch up sales of about 8,00,000 units a year.  





However, much of the action is taking place in the premium segment i.e  systems priced upward of Rs 25,000 .There has always been a latent demand  for such systems among the higher income  groups. In the absence of international players due to entry barriers, this demand was partially met by the grey market.  Now, with the entry of international players who have launched hi-tech, top of the line audio systems, the premium market is witnessing  rapid growth and is currently estimated at Rs. 30 crores. This growth is also being fueled by consumers with old systems who want to upgrade their equipment. Further with instalment purchases becoming increasingly popular and with more  financing options being  offered, like the one by Countrywide, the number of people who can afford to buy a top of the line product is increasing..    





Even in the premium segment, which is not supposed to be price sensitive, the prices are reasonable in view of the features being offered .Even the foreign players have taken care to keep the pricing competitive. However, one factor which is exerting an upward pressure on the prices  is the rupee depreciation because most music systems have imported parts.


		pyramid:????


	


�
BUYING BEHAVIOUR 


The typical Indian consumer is quite price sensitive. He is not very particular about differences in sound quality. In fact most consumers are not even aware of what a graphic equalizer is. Instead he judges quality mainly by power. Hence high power products are automatically associated with better quality and higher prices. Thus, PMPO - peak music power output, rather than clarity of sound, is the deciding factor in the purchase decision


Unlike in developed markets, where product segmentation is based on convenience, in India it is more a matter of affordability.  The more expensive the product, the lower is the volume sold.





The chief factors that affect price sensitivity are


substitute awareness effect : Most of the companies have a product range covering almost all the segments. So, the cistomer has a range of choices available and hence the deciding factor in a lot cases is the price.


price-quality effect: The customer is willing to pay a  premium if he perceives the product to be of superior quality. This has a lot to do with the image of the company offering the product - whether it is seen as a technology leader or a ‘poor imitator’.


Sunk-investment effect: Customers are less price-sensitive when it comes to accessory or add-on products ( e.g. a CD player to upgrade the existing system ), which can be used in conjunction with the previously bought system.





In order to explain the pricing strategies that may be relevant for the major players in the audio industry, each of the top players are analysed separately. 








 �
PHILIPS





Current Position


Philips is one of the oldest companies in the consumer electronics industry. It is the national brand leader.  Last year, it took almost a third of every rupee spent on audio products.  It has moulded the market into the shape it currently is, having understood the Indian listener well enough to dictate the basic principles of segmentation. 


 


Midi Stereo System


	In India this segment was virtually created by Philips.Till about five years ago, the market for cassette players comprised just portables (Rs.2,000-Rs.4,000) and hi-fi systems (Rs.10,000).  Philips spotted an opportunity in this wide price gap and pioneered the concept of a midi system - a three-in-one containing the radio, tape deck and amplifier in one unit. In 1990,  the Powerhouse - a 160 watt midi, was launched. 





Philips aims to maximise product opportunity by creating a totally new segment of buyers rather than weaning away existing hi fi buyers


 The pricing objective is Product quality leadership.


The differentiation strategy was based on attributes - power and size.   


The costing method used was target costing. In deciding the feature benefit combination. Philips took into account the probable acceptable market price. Although features like auto reverse and surround sound were eliminated, digital echo karaoke was added. The cost price was then based on this acceptable market price. The company was able to bring out below the targeted price 


The pricing strategy used is high value strategy i.e high product quality at medium price. It was  priced at  just  Rs. 6,000 which was thought to be sufficiently low to  attract the middle and upper middle class buyer .


	


	Though the powerhouse did not match the fidelity of a hi-fi system, it offered two key benefits - power and the looks of a big, stylish audio system.. Hence the Powerhouse which offered the sound amplification power of a big system but at a far lower price, fulfilled the aspirations of the Indian customer to acquire the status of owning a hi-fi system.  It  was an instant hit - selling 25,000 units in the first six months and rising to 10,000 a month by 1992


Competitor’s response:


The success of the Powerhouse prompted Videocon to launch the Select Sound range of midi stereo systems at a slightly  lower price.





Response To Price Changes: 


 In response to Videocon’s Select Sound which was priced slightly lower than the Powerhouse Philips followed a twin strategy of maintaining its price and raising the perceived quality of its product by upgrading  its own  model.  Its success in maintaining its leadership position  shows that price quality effect was at work and buyers’  were less price sensitive because they  perceived that the  Philips powerhouse offered better quality prestige and exclusiveness.  








The Premium Segment





Philips also realized that there is a section of the rich consumer which values not just power but also sound clarity and is willing to pay for it.


	


The objective of Philips was to


become the market share leader by capturing  at least 50% of the market share in the premium segment 


ward-off existing competition from BPL, and impending competition from the foreign players.


reinforce its  image as the technology  leader





The pricing strategy of Philips was to utilise its image as a technology leader and use the  Perceived value pricing method. It used non-price variables to build up the perceived value in the buyers’ minds e.g. Launch of a range of upmarket  machines - the  FW series, and CD players .It may be recalled that a few years back, people felt that Philips was an Indian brand with no access to the latest technology.  To get rid of this perception it emphasized its connections with its Dutch parent NV Philips. The punchline used in its advertisements was - “We Invent For You”.  





The products





Philips was the first company to introduce a range of international compact disc products such as  CD radio cassette recorder, separate CD players and CD mini hi-fi systems in 1993. Since this market is technology-led, Philips is trying to give the CD market in India a big push and is trying to make CD players available in all formats to cater to the special needs of specific segments.





For the existing midi i.e. Powerhouse owner, it is offering a CD player at Rs.6,600 which is  compatible with the Powerhouse. The idea is that the consumer would not be reluctant to make an additional investment since the CD player would be used in conjunction with the Powerhouse already bought, i.e. the sunk investment effect would reduce price sensitivity.





To satisfy the needs of  the younger generation which looks for music with mobility  it introduced the CD portable player-Discman, in 1995. It is positioned as - “Philips technology for youth lifestyle”.  Its launch campaign stressed on purity of digital sound and features made possible by digital technology. As the Discman is a totally new category, Philips has taken into account the buyer readiness stage and thus its advertisements display the Discman prominently, so as to familiarize people with it.  Since the price of the Discman is quite high at Rs.5,750, so far the company has targeted only the upper middle class. Since the Discman is compatible with home audio systems as well,  it is also suitable for family listening.





Philips also has a Funsound range targeted at  children in the eight to fifteen range.





Philips has also introduced a new hi-fi system ( FW 17 )- named the Monster Micro, which packs in 600 watts of power ,is just 16 cms. wide and  is being touted as the best micro system in the world, is an effort to show that it has access to the latest in international technology.  Even in this segment though, Philips continues to pitch itself on power - Philips’ unique property in consumer perception.








Monos and Stereos





The objective of the company in this segment is to achieve higher sales volumes .


 


The  strategy employed by Philips is to expand its range and have a product in every budgetary bracket.. Philips has a strong brand image in terms of quality, after sales service. The pricing method used by Philips in this segment is providing value for money. 





Although its prime competitor in this segment, Videocon, has managed to price its products lower, Philips has outpaced it on the other attributes and has a significantly higher market share even in this segment. This seems to indicate that even in a highly price sensitive market, the price quality effect is quite strong, i.e. a product which is  perceived to offer better value for money at a slightly higher price succeeds.





Thus, by providing products at all prices and leveraging on its brand equity in the high end of the markets, Philips is hoping to outrun its competitors and increase its share in the market





�
BPL





BPL stands second only to Philips in the audio market. Ever since it entered the market in 1981, it has positioned itself on the technology plank, and has been a manufacturing and product focused company. It believes that the most important thing in the marketing mix is the product itself. Thus it has focuses its R&D on developing high technology superior quality products. BPL has made it a point to offer the consumer benefits derived from advanced technology. It makes a proposition of fidelity. The punchline for its audio system advertisement is ‘d-fi your imagination.’(d-fi stands for digital fidelity).





The objective of BPL’s marketing strategy has been to take the top slot with a technology,  advanced product. It is thus aimed at being the product-quality leader.





The pricing method that BPL has favoured is the market skimming strategy. When a new product was launched, it was placed in the top end of the market, and priced accordingly. With the launch of the next product (BPL has one of the shortest product life cycles in the industry), it downgrades the earlier product to a lower price segment. For this strategy to succeed, it was essential to provide the consumer with products so technologically advanced that the consumer could not compare the prices of the rival products with those of BPL. The difficult comparison effect and unique value effect thus reduce buyers price sensitivity.





Thus the company always has a range of products in all price segments in the market without discounting the brand. Besides, the high quality products at the top end of the market would also help build brand equity. which would later flow downwards through  the price band. This rub off from the premium segment helps gain volumes in the lower price segments.





Another strategy adopted has been to open exclusive retail outlets all over the country to sell its products. This has helped the company achieve two objectives While on one hand it has reduced the dependence of sales on dealers and their greed for higher margins, on the other hand it has helped BPL offer uniform prices to the consumer. This would not have been possible with dealers offering their own discounts to buyers or vending hire purchase schemes at high interest rates. The strategy of exclusive retailing has helped BPL to create an unique selling proposition which cannot be arrived at by mere price wars.


�
VIDEOCON





Videocon has a 21% share in the overall audio market, but has been a major player only in personal stereos and two-in-ones. It has now realised that this could be a dangerous situation in a market where quality and technology are becoming increasingly crucial factors in influencing buyers’ purchase decisions. 





The objective  of the company is to maximise market share. It has gone about achieving this objective mainly by aggressive pricing and providing customers value for money. The history of Videocon is replete with instances where it has offered products of similar quality, but at much lower prices than its competitors. For instance, after Philips launched the Powerhouse, Videocon reacted quickly and came out with Select Sound. This was of comparable quality to Powerhouse, but cost much lower.





The entry of a horde of international players in the Indian market and the introduction of several technology-driven products by the existing players, has forced Videocon to reconsider its strategy. With a view to transform its image from that of being a manufacturer of cheap products to that of being a quality-driven company, and to obtain a slice of the hi-fi pie, Videocon  has launched the Sansui brand of products. 





Sansui is being positioned as a premium brand, targeting the higher middle, upper income groups and also the discerning middle class buyer. It is hoped that Sansui will, on the strength of its Japanese engineering and elegant looks, capture a hefty chunk of the hi-fi market. The Sansui brand consists of three sub-brands- Privy, Marathon and Anthem  The pricing of these sub-brands ranges from Rs.10,000 for the Privy to Rs. 40,000 for the Anthem.





Though the change of image could have been brought about by a reworking of the pricing strategy, this option was ruled out as Videocon is determined to retain its competitive pricing position in the mass market. Thus Videocon is following a two-pronged pricing strategy-


At the lower end of the market, it still retains its “value for money” method of pricing.


At the premium end, it is attempting to upgrading its image to one of “quality-driven” by associating itself with the internationally reputed brand name of Sansui, and following a perceived value pricing method.


�
OTHER PLAYERS





Sonodyne





Sonodyne has tried to enter the Indian audio market twice. This time round, realizing that its marketing reach is no match for the bigger players, it has decided to position itself in the super premium segment. Its strategy is to concentrate on products that are too small for the large players to operate in profitably. Sonodyne is relying on the high technology of its products to carve out an exclusive niche for itself. It has recently launched the Orfeo range of systems - priced between Rs. 30,000 and Rs.60,000. The company says that it is targeted at the ‘connoisseur not amateurs’.





The company is also planning to collaborate with specialised audio companies in Germany or Japan. Also on the cards, is an entry into the car audio segment through a technical collaboration with a South Korean company. To market the concept, Sonodyne is planning to change its selling tack to direct marketing devices like mailers and audio clubs.





It is also planning to augment its distribution network which has been one of its weaknesses so far. Its dealership network is being increased from 280 to 700.





Since the company is trying to create a niche market for itself, its pricing objective could be one of maximising market share in the niche. The market they are targeting is likely to be largely price-insensitive, since connoisseurs would be willing to pay a hefty premium in order to obtain products of high quality. If Sonodyne succeeds in projecting the image of a hi-tech company, consumers would perceive the company’s products to be of higher value. Also, it could use the high price of the product to convey the impression that the product is of superior quality. Thus, Sonodyne could adopt a pricing method that comprises a mix of psychological pricing and perceived value pricing.





Sony


It is positioning itself as a premium product and charges a higher price for the superior quality of sound it offers (perceived value pricing). It uses the image that it has established through regular advertising over the years to project its products as superior. It does not believe in fighting price wars. Its ad-campaign aims to get across the message that for sheer quality and intensity of sound, there is nothing that can beat the sound of Sony 





National Panasonic





National Panasonic is one of the few new entrants poised to compete with Philips in virtually every segment of the market. It currently offers products both in the low end of the market as well as in the top of the line range. It has three products in the top end of the market, priced in the Rs. 21,000 to Rs. 32,000 range. It hopes to offer products of equivalent quality to the existing products in the market, albeit at lower prices. It reduced the price of one of its small two-in-ones from Rs.3,500 to Rs.2,400. The logic is that a stronghold at the lower end helps in building brand reliability among a wider group of consumers. Also, operating in the price sensitive region of the market will help it reach optimum levels of efficiency. It then hopes to transfer its cost crimping lessons to the higher end products. It has also entered the market for midis. It is also going to launch its super premium range of systems for the audiophile - Technics.











AUDIO CASSETTE INDUSTRY





The present size of the Indian cassette industry is Rs. 600 crore. The main players in this industry are Gramophone Company of India (GCI), Super Cassettes, Venus, Tips, Music India, CBS and Music Today.





Gramophone Company of India, with its HMV label, dominated the market till the seventies. The seventies saw the emergence of a multitude of players such as Super Cassettes (the T-Series label), Venus, Time and Weston. The dominance of GCI was ended, and the industry witnessed fierce competition. The leaps taken in the audio cassette industry had a direct effect on the audio equipment industry. The availability of affordable audio cassettes spurred  the growth of the sophisticated stereo and hi-fi systems. This in turn, is having an effect on the audio cassette industry. The audio systems manufacturers are now promoting compact discs, which produce output of higher quality.





A major source of competition to the established players is the pirated music segment. This segment has been thriving for the last two and a half decades. At one time, it commanded a market share of 35 per cent, which was higher than the share of the market leader at that time, GCI. This segment was encouraged because piracy was never perceived as a serious crime in India, and implementation of the anti-piracy laws has always been lax. However, a decade of anti-piracy efforts by the established brands, had had some success in combating this menace. The market share of the piracy segment has dropped bv 7 per cent in the last decade.





Currently, GCI is the market leader and the present position of the various players in terms of market share is :
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The different factors that might affect the price sensitivity in the audio cassette industry are


Unique Value Effect : Most of the cassettes brought out by a company, especially cassettes of new singers, are protected by copyright laws. So customers would be willing to pay a higher price for a particular album.


Price - Quality Effect : Customers are sensitive to the quality of the tape used, and the clarity of recording. They would be ready to pay higher prices for better quality products.





GRAMOPHONE COMPANY OF INDIA 





From its inception in 1902, till the seventies, the company enjoyed absolute monopoly. The seventies saw a reversal of fortunes as more and more music companies entered the fray. The company's position was undermined by the increasing availability of low priced pirated cassettes during the seventies. By the eighties, HMV's total market share had significantly eroded. The takeover by the RPG group in 1986 led to a revival in its fortunes. HMV increased its plant capacity and cast a fresh look at its marketing gameplan.  It adopted a two pronged strategy to combat competition.


Cash in on the value of the vast existing catalogues.


Acquire rights of new music to keep up with the competition, and at the same time, stepping up a systematic search for new talent.








Pricing Strategy :


In recent years, the company's objective has been to regain its market share and consolidate its position as the market leader.





The company follows a method of product-line pricing. It has segmented the market into three categories, each of which is catered to by one of its products. These products are


Economy - This caters to the lower end of the market, and is specifically aimed at combating the competition from T-Series. This is a perfect instance of launching a low-priced fighter line in reaction to competitor's pricing. Some of the brands brought out in this segment are Anmol Ratan and Anmol Yaadein.


Popular - This product aims to cater to the upgraded users from the economy segment. It offers a better quality product at reasonable prices in an effort to draw customers from the lower end of the market.


Premium - This was more or less a continuation of HMV's existing product line as it offered superior quality at relatively higher prices. It was to this segment that HMV wanted to attract the customers. It thus followed a policy of premium pricing.





HMV also realised that old Hindi music was its forte, considering the vast collection that it had gathered over the years. This led it to introduce albums featuring hit songs from yesteryears and charge a premium for these.





Strategies related to Pricing Strategy:


In an age-wise segmented market, HMV found the youth market the most vibrant with youngsters willing to both experiment and spend. To tap this market, it began introducing fresh talent in both English and Hindi.


HMV has also taken to marketing to ensure high visibility with TV spots, concerts and pre-release tours thus taking to event-marketing.


HMV has created a chain of exclusive retail outlets to vend the complete portfolio.


The company has cut down on costly misses by limiting the number of releases in a year.


HMV has also sewn up exclusive contracts with big-time directors of Hindi films, thus ensuring a constant supply of good-quality music.


�
SUPER CASSETTES





Super cassettes first emerged as a major player in the seventies when it flooded the market with cheap pirated cassettes. It pioneered a new concept of bringing out cassettes with numbers not sung by their original singers. As a result, Super cassettes grew in turnover from Rs.20 crore in 1985 to Rs.200 crore in 1992.





Pricing Strategy :





The objective of the company has been to increase its market share, consistently. This it has achieved through aggressive pricing and cost cutting.





The company has constantly followed a policy of value-pricing by offering customers a variety of choices at a cheap price. 





When, it introduced its cassettes T-Series could afford to sell them at a staggeringly low price of Rs.13 as compared to the average price of Rs.45.   It managed this since  it did not have to pay any royalties as it did not use the original versions. This was how it managed to take on an established player like HMV and gradually eat into its share.





Strategies related to pricing strategies:





Super Cassettes is undertaking vertical integration by combining film production, distribution, music recording and marketing. This enables it to obtain music rights to films without having to undergo the process of bidding.





The company has also followed a policy of encouraging new singers and music composers thus ensuring their loyalty after they hit big-time.


OTHER PLAYERS IN THE MARKET





Venus is also moving into film production to cut down the costs of acquiring music rights. It is also working out schemes for sponsoring the music for a film in exchange for a deciding say on the choice of music director and lyricist.


 


Money-muscle is the main weapon in the arsenal of TIPS which has helped it bid for and acquire the rights of some of the recent top hits. 





Music Today, promoted by Living Media has established  a distinct image for itself by associating itself with premium titles and state-of-the-art recording which have helped it charge a premium for the product. It has also evolved a retailing strategy to get dealers to devote a part of their shop exclusively to the brand. 








PREMIUM PRODUCTS





1.0 INTRODUCTION


A premium product is defined as one that offer both technology driven product superiority as well as the intangible benefit of a high-tech image and commands a premium price for the same. 





The Premium Markets in India


The premium market in India can be divided into three categories depending on which end of the premium segment it caters to. These are:


Super-Premium Market


Premium Market


Premium-Popular Market





Super-Premium Market


The products in this category target the consumers in the highest income group, that is, with annual income above Rs. 50 lakh. A recent survey conducted by NCAER (National--------------) estimated that there are around 50,000 households in India which fall in this category. For these status-seekers, exclusivity takes precedence over everything else. This is a niche so exclusive that even the premium-priced products dare not venture into it.





Premium Market


The target consumers for products in this category belong to the high income group, that is, with annual income between Rs. 10 lakh and Rs. 50 lakh. According to the survey, the number of households in India belonging to this category  is well over half a million. Customers belonging to this segment lay greater emphasis on brand image. Such a segment offers a greater potential in terms of volume as compared to the super-premium market along with the added advantage of being able to charge a higher premium as compared to the popular-premium market. 





Premium-Popular Market


The products in this category target the consumers in the upper middle class with an annual income above Rs. 1.75 lakh. The size of this segment is around 74 million. The creation of the premium-popular market segment has been triggered by the change in consumption patterns in India, which has seen a higher acquisitive trend in the past decade. The brands catering to this segment are premium in terms of  image, associations and use, but retain that hint of affordability. 





In a premium offering, the core values of the brand are generally outfactored by intangible value add-ons like the point of purchase ambience and product delivery. Most premium brands opt for exclusive outlets to boost their image and check counterfeiting. The products are usually superior in terms of product quality as compared to other  models/brands available in that product category.





Current Trends in the Indian Market 


Since the premium market is margin driven rather than volume driven the marketers have to adopt innovative marketing strategies to gain a foothold in the market


Western retail trends are being followed to induce product trials and enhance the buying experience of the customer. Shoppers Stop, an upmarket retail store in Bombay is one outlet where such retail trends are being followed.


Most premium brands opt for exclusive outlets to boost their image and check counterfeiting. For example, Raymond’s Park Avenue has atleast two to three exclusive showrooms in each major city.


Below-the-line media activities like ‘thank you’ mail and an exclusive club membership are used to supplement direct advertising.


Event marketing is being used extensively to promote brands.


High-profile brand launches substantiated by extensive market research are becoming the order of  the day.





Pricing Strategies Relevant to Premium Products





Factors affecting Price sensitivity





Unique-Value effect: Buyers are less sensitive when the product is more unique


Price-Quality effect: Buyers are less sensitive when the product is used in conjunction with assets previously bought.





Pricing Methods





Perceived value pricing: The price of the product is based on the buyer’s perceived value product, rather than on the seller’s cost in developing the product. The product is concept tested with regard to the target segment and then the company works backward to work out if it will be a profitable venture.


Value Based Pricing :  The price charged is lower than perceived price of the product. In effect, a low price is charged for a high quality offering.


Captive Product Pricing ( Cross Benefit Pricing) : Some products require the use of ancillary or captive products.  The manufacturers of the main product often price them low and set high markups on the supplies





Premium Products Studied


The five products chosen for the purpose of studying pricing strategies of premium products are:


HMV’s Sheer Magic


Videocon Bazooka


Media Video Games


Kit Kat


Clorets


SHEER MAGIC





The Product


Sheer Magic is an exclusive range of pre-recorded cassettes brought out by HMV in May 1995, which was aimed at the upper end of the market. Magic was introduced with a definite quality plus: it’s tape and components like jam-free rollers were imported. Each Sheer Magic master tape was digitally cleaned bringing about excellent quality. The product promised long-lasting, distortion-free, quality music and was priced at Rs. 100. 





The Market


Till about 1987, close to 80% of the Indian Market was in the clutches of the unorganized sector or the pirates. So despite India being the second largest cassette market in the world companies like HMV had a tough time maintaining their sales. To combat this piracy music marketers hinged their businesses around extremely low cost and high volumes. This led to the scenario where cassettes cost as much as 10 times less than compact discs (CD) while elsewhere in the world they cost only marginally less. Marketing strategy was  therefore framed around software, that is, the music and aspects like the quality of sound, lasting value etc. of the cassette were largely neglected. Since the copyright laws were not enforced strictly enough, music could not be a preemptive differentiator. 





By 1994, the Indian cassette market was getting even more cluttered. Since it was a volume based business in which the consumers did not exhibit brand loyalty, no player had attempted to create a stand-alone brand image. However, the mass market had splintered into different segments and customer’s expectation had risen with the coming of superior quality compact discs and digital recording. Besides quality of sound reproduction by music systems had also improved dramatically. This created a niche of serious listeners and catalogue collectors who looked for quality above all else. Music Today was the only brand that had attempted to cater to this segment by introducing better quality cassettes priced at Rs. 60. The range of their collection was however, very limited. The industry was therefore, getting transformed into a volume-based industry, with the single most important factor being quality.





Strategies Related to Pricing


The product was aimed at the premium and super premium segments and depended on performance and conformance quality based on superior product features like jam-free rollers and better technology to differentiate itself from the rest. The market, at that time, had a clear segment of listeners who were unsatisfied with the quality of existing tapes and were resorting to buying empty imported tapes like Sony or TDK and thereafter getting them recorded from CD’s. This segment belonged to the well-heeled classes and was therefore willing to pay a high price for quality.


The image that it tried to convey was one of superior quality which was also its USP.	 Therefore, the positioning strategy that the company used was a mix of attribute positioning and price-quality ( high price / high quality) positioning. 


To establish the brand, HMV stayed away from a gutter fight in the wholesale market and established direct contact with over 300 A class retailers to promote the brand. Concentrated merchandising and POPs were also used.





Pricing Strategy


The objective of the company was to establish itself as the product quality leader. 


They reckoned that for this segment the price-elasticity of demand would be low so long as the price was not too exorbitant.


HMV reasoned that the main factors that would affect price sensitivity in a market that catered to these customers would be the price-quality effect and the unique-value effect considering that no other company addressed the  needs of the quality-conscious segment completely. 


Based on the perceived value of the customer, HMV decided to go in for a higher price for the product. Research showed that the target consumer would be willing to pay a price upto Rs.150 for the product. The company had initially decided to price Sheer Magic at Rs.75, which was Rs.15 more than that of any other cassette on the market.. This price, they reasoned, would reinforce the image of a premium quality product that was head and shoulders above the rest. At the same time, as overpricing could have a negative effect and as the company had to have a competitive advantage to shake the customer from his habit of buying and getting the cassettes recorded, HMV arrived at a price of Rs. 100 for Sheer Magic. The pricing method used by the company was therefore, a combination of perceived value pricing and psychological pricing. 





Current Market Analysis


So far, Sheer Magic has made some gains. While, its actual targets were higher, the brand is expecting to sell 7 lakh cassettes in the first year. Also, reports indicate that customers actually ask for Sheer Magic by name.





The brand, though, is faced with some problems, the prime one being an inadequate range. The consumer wants to buy a specific album and if it is not available in Sheer Magic, he does not have any qualms about buying it from a competitive brand. Also, since the music of popular Hindi films that form part of the Sheer Magic range are available at Rs.40 from a competitor, most customers prefer to buy the cheaper one. However, rare music albums and classics, which are unavailable in other ranges are doing better. �
VIDEOCON BAZOOKA





The Product


Videocon Bazooka is a range of televisions introduced in the colour television segment by Videocon. Bazooka was introduced with a definite edge in sound technology - it uses woofer technology and design to filter low frequency sounds from the audio broadcast and send it to the Bazooka Woofer, which produces high quality sound. The range was also equipped with flat and full-square picture tubes and was laser-disc compatible.  The product was introduced at a price of Rs.21,900.





The Market


 The CTV market, in the nineties, offered five different sizes to the buyer for the first time. When the Videocon group thought of launching a 21-inch flat picture tube colour television with sound features, the market was dominated by BPL’s FHR model and Onida’s KY series priced between Rs.20,000 and Rs.23,000.





Strategies Related to Pricing


The product was targeted at the premium segment and used superior sound quality and flat picture tube as its USP. 


It depended on performance and conformance quality to differentiate itself from the market. The positioning strategy that the company used for this product was a blend of attribute positioning and price-quality ( lower price / high quality ) positioning. 


 


Setting the Price


Videocon, the makers of the Bazooka range, have always held one pricing objective to be important - maximise sales growth. This was the guiding principle in the pricing of the Bazooka range too.


A consumer research conducted by the Operation Research Group revealed that below the Rs.15,000 tag the consumer was very price sensitive. However the price-elasticity of demand beyond this price ranged between 0.15 and 0.3. 


Videocon, used the perceived-value pricing method to arrive at a figure that conformed to its policy of value pricing. An analysis of the existing market at that time and customer reference price would have justified the pricing of the Bazooka range between Rs.20,000 and Rs.23,000. Videocon decided to go beyond mere simplistic indicators to access consumer television buying behaviour. A black-box experiment ( wherein the brand names of competing names were masked with the lowest priced amongst them being benchmarked ) showed Bazooka’s perceived value to be Rs.25,000. This, coupled with the company policy of ‘value for money’, led Videocon to price Bazooka at Rs.21,900. 


Videocon  perceived that given its image as a price leader, the main factor that would affect price-sensitivity in the market would be the price-quality effect.





Current Market


The Videocon Bazooka, now priced at Rs.24,200 for the large screen model, Rs. 18200 for the 21-inch model and Rs. 13,500 for the 14-inch model, is doing well for itself in the segment that it has chosen. In fact, in just about a year from its launch, the Bazooka commanded  a market share of 55% leaving behind the rest of the competition who had already been well entrenched at the time of its launch.








�
MEDIA VIDEO GAMES





The Product


Media Video games are a brand of interactive television games introduced in India in 1989. The product consists of two sub-products - the hardware and the software for the game. The hardware consists of a console which could be connected to a television and can be used for loading the game and playing it.  The software, which comes in the form of cartridges, contains the game. The product introduced by Media Video consists of a 8-bit machine which offered the option of playing the game with a single, twin or cordless joystick or a gun. At the time of introduction, the hardware was priced between Rs.2000 and Rs.3000. The initial purchase also came with a free software package.





The Market


The TV game market is a 20 million dollar market worldwide and is dominated by two major players - Sega and Nintendo. The first player to enter this market in India, though, was Media Video. So, when it entered, its competition was more with other forms of entertainment than rival brands. For example, children and teenagers, at whom the product was targeted, spent more time watching television at that time than ever before.. Therefore, this was one product which first had to create a market for itself.





The world market is currently based on 16-bit machines for hardware and is moving towards 32-bit machines.





Strategies Related to Pricing 


The product was targeted at the upper middle and upper classes who could afford to pay a premium for alternative forms of entertainment that would be available to them at home. Also, since the nature of the product was a game, it was mainly targeted at teenagers and school-going children. 


Media adopted a user-benefit positioning strategy. It positioned itself as a healthy and entertaining hobby, replacing unproductive television viewing. So, Media first had to alter the parent’s impression that a TV game would only distract the child further. It had to adopt a concept selling strategy, to sell the idea before pushing the product.


Media already had a distribution and service network in place since it had an abortive foray into the video cassette business before it ventured into the video game business. So, it just fine-tuned the existing set-up by focusing on toy , books and gift shops and electronic stores. This helped it to open up a larger number of outlets as more retailers became confident of Media’s viability and willing to stock its products.


.


The Pricing Strategy





Media’s objective at that time was to first carve out a market for its completely new ( for India ) product category and then expand this market by introducing new models of games. It’s ultimate objective was that of profit-maximization through sales maximization.


For an average consumer a TV video game would figure way down on his priority list unless he could be convinced of its utility. Hence, for the concept to succeed, there were two conditions to be met:


A considerable price differential between the game and the other electronic durables in the market


The pricing of the games had to be done bearing in mind the other toys and games in the market.


Media perceived the price elasticity of demand to be very high  since it had to start off selling the concept first. Also, it considered that the two most important factors that would affect price sensitivity in the market would be unique value effect and user-benefit effect. While the obvious step would have been to import semi-knocked down kits of the game and assemble them in the country, Media decided to manufacture them in-house.  The rationale behind this move was simple. High import duties would have made the product far too expensive for the price-sensitive Indian market. This way, Media managed to keep its costs down. 


Media adopted the two-part pricing method, which it employed internationally. Worldwide, the margins on the machines are kept low while hefty margins are charged on the software cartridges. While it made sure that the product did not go beyond the reach of its target customer. Other than a relatively low hardware price of around Rs. 2500, the price of the software was maintained in the range between Rs.250 and Rs.1200 depending upon the quantity and quality of the games.


Media followed a mix of penetration pricing and value pricing methods as it first had a create a whole new market for the product even though the product as such was a premium product as compared to other forms of entertainment. Therefore, Media introduced only 8-bit machines in India, which were the cheapest of its product line.





 Current market analysis


The current market situation has seen the coming of another big international player in this segment - Sega games. But this company only makes 16-bit games which are much costlier ( hardware priced at Rs.8000 on introduction and at Rs.6000 now ) and also have only a single joystick. Thus, Media has a strategic advantage over them in terms of costs and options offered to the customer. Where Sega scores over Media, is in the technology used and the quality of the game software. To overcome this drawback, Media has now entered into a tie-up with Nintendo - the other big international player in this market.























�
KIT KAT CHOCOLATES





The Product


Kit Kat consists of crisp wafer fingers covered with milk chocolate.  It is available in two sizes. A four-finger 35gm variety priced at Rs. 12 and a two-finger 17gm pack priced at Rs. 6. 





The Market


The chocolate market in India was worth Rs. 250 crore in 1994. For years, the market had been dominated by Cadburys India Ltd. Previous attempts by Nestle in 1990, to grab a share for itself, by launching a milk chocolate met with failure. By 1994, the market was virtually stagnating. 





The market was a predominantly children’s market. It was also a highly price-sensitive and impulse-driven market. In addition to the locally made chocolate brands, there was also a market for smuggled foreign brands of chocolates. There was a changing trend in the consumption pattern from an occasion-led to more casual consumption.





Strategies Related to the Pricing Strategy


Kit Kat was positioned as high quality/high price in terms of price-quality positioning.


The positioning strategy adopted was one of use/ benefit positioning. It was promoted as “Take a break; Have a Kit Kat”. 


The market targeted is not only consumers of chocolates, but of premium biscuits and confectionery products. The advertising stressed the consumption of the product by adults and not children. 


Attention has also been paid to packaging the product - to keep the product crisp, fresh and protected from the harsh climatic conditions of the country.


An extensive channel coverage was provided as it was an impulse driven product category.  Nestle managed to leverage the distribution strategies it had perfected while launching the Polo mint in 1994. 





Pricing Strategies


Nestle’s initial foray into the chocolate market had taught it lessons regarding pricing the product. This time, it was decided to move away from targeting the super premium segment. Nestle targeted the premium popular segment instead. 


The pricing objective was to gain market share. By end 1996, Kit-Kat was expected to match India’s largest selling brand and by end-1997, to pull ahead of it. The pricing method adopted was one of value pricing. The idea was to convey the premium quality of the product while being affordable. This was based on the fact that smuggled Kit-Kat was being sold for Rs. 25 in the grey market.


The pricing of Kit Kat is in line with Nestle’s international strategy for the brand. The factors which made the consumers insensitive to Kit Kat’s higher prices are the price-quality effect and the unique-value effect. The concept of wafer chocolates is an innovative one. Perk is the only other product which provides such value, but Kit Kat was launched prior to Perk. The customers perceive Kit Kat to be of superior quality and the aura of the internationally famous brand name further adds to the insensitivity of the customers to the product’s price.





Current market analysis


The chocolate market witnessed a growth of 15 to 25 per cent with the introduction of Kit Kat and Nestle. The introduction of Kit Kat by Nestle and Perk by Cadburys saw a surge in the growth of the market. Over the last two years, the market has grown between 15 and 25 per cent. 











The market share situation in the market is:





Brand�
Market share (%)�
�
Cadbury Dairy Milk�
25�
�
Five Star�
17�
�
Kit Kat�
8�
�
Perk�
8�
�
Others�
42�
�



At present, Kit Kat is facing stiff competition from Cadbury’s Perk, which is priced at Rs7 for the 35gm pack and Rs. 4 for the 17 gm pack. Kit Kat today is available in 16 towns and Perk in 20 towns. Currently, Kit Kat is present in over 16 towns and Perk in some 20-odd towns. In the places where both the brands are available, Kit Kat is marginally ahead of Perk in terms of sales volume. Both brands plan to go national by the year-end. 





The current market shares of these brands certainly point to the possibility of Indian taste going the international way. Market research studies have indicated that internationally, confectionery products have a bigger future than plain chocolates. So both the companies are optimistic about the future.











�
CLORETS





The Product


Clorets is a mouth freshener whose vital product ingredient, actizol, is effective after eating anything, be it eggs, garlic, fish or liquor. It was launched in September 1995 by Warner Lambert. Unlike other confectionery items it is treated as a “non-confectionery” item which is geared to fulfill a specific need as a breath freshner. It is available in two forms - the gum form priced at Rs. 2 and the hard boiled form priced at Rs. 1.





The Market


The confectionery market in India comprised of two varieties of products - the hardboiled or gum varieties. Unlike the “chocolate” form this category was flooded with cost-driven products with low unit price. The confectionery market was highly cluttered, catered to by products like Chiclets, priced at Rs. 1, and Halls, priced at 50 paise. Gums were consumed primarily for refreshment and mouth freshness. On the other hand, mentholyptus was used  for throat relief or a soothing feeling. The gums were targeted particularly at the children. There  were other surrogate products like pan masala, saunf, mint, etc.  which were  obvious substitutes for such confectionery products among the adults. Most of the brands in the market settled on parity pricing, following a high-volume, low margin situation. 





Strategies Related to the Pricing Strategy





Clorets was positioned as  a “non-confectionery” product in a typical confectionery category. It used benefit positioning to launch the product as a serious mouth freshner. 


Unlike Chiclets, Clorets aimed at a more “adult” segment. This was in consonance with the positioning strategy as the adult segment was most likely to see maximum “value” in the product differentiation. 


The promotion campaign stressed on actizol and its power, and took on a premium and adult tone. 





The Pricing Strategy





The major issue while pricing was that in overpricing would not have brought in the volumes which was critical in an industry that was largely volume driven and underpricing could  lead to inadequate profits to plough back into brand building.





Clorets was priced at a 100 per cent premium over the existing brands - a risk that the company had never taken anywhere else in the world. Clorets, in its gum form, was set at Rs.2, while its hard-boiled form was pegged at Rs. 1.





The objective of the pricing strategy was to maximize profit and gradually expand the market share for Clorets. 


It used psychological pricing, to obtain two fold benefit


It used high price to make the customer “think” about the product. Having tried the product, experienced its effect and having found a clear solution, the customer would rationalize the product’s value to himself, and be emotionally reassured about the product.


Price hikes caused consumer dissonance in the confectionery market. So it was necessary to maintain the price despite increase in prices of its raw materials like sugar, which are subject to frequent fluctuations. So keeping the price constant for four years was high on their agenda. This would in turn lead to expansion of the customer base.


The critical factor affecting the price sensitivity of the customers in this case is the unique-value effect and the price-quality effect. As long as the company manages to convince the customers that Clorets is a unique product with high quality and effectiveness, the customers would be willing to pay the premium for the product.


Clorets’ strategy was based on perceived value method for pricing. It was consistent with the perceived value of the differentiating factors. It  planned for the brand to match the price, pump back profits into brand building - and keep the customers hooked through clever communications. The promotional campaigns are aimed at creating and enhancing the value of the products in the minds of the target consumer segment to match the price set. 





By adopting this premium pricing policy, Clorets also ensures that it protects its  existing brands like Halls and Chiclets. 





Current market analysis


Despite the price differential, Clorets is eating into the market shares of it’s own brands Halls and Chiclets. If Clorets is to achieve its target of Rs. 40 crore brand in three years time, it is unlikely that it’s other brands will be able to maintain their market shares. The company’s stand is clear- as long as the brand with higher margin is gaining the share it meets the company’s objective.











COMPETITIVE PRICING





Companies constantly monitor the market in which their products operate, and change their strategies accordingly. This change could be in terms of the product itself, or it could be in any of the remaining Ps - place, promotion or price. Of all the elements in the marketing mix, price is the most flexible one. Also, this is the only component of the marketing mix which fetches revenue to the firm, while the rest are cost-producing. 





When a firm considers initiating a price change, it must carefully consider customers’ and competitors’ reactions. Customers’ reactions are influenced by the meaning customers see in the price change. Competitors’ reactions flow from either a set reaction policy or from a fresh appraisal of each situation. The firm initiating the price change must also anticipate the probable reactions of suppliers, distributors and government.





Firms could initiate price cuts due to excess capacity or due to an aggressive effort to protect or increase its market share. This strategy involves high risks. The customers might view the product to be of low quality, and shift their loyalty. The competitors might join the price war aggressively, and only those firms with deeper cash reserves can survive. Further, economic recession, which results in lowering of purchasing power, might necessitate price cuts.





Price increases might be provoked by cost inflation or overdemand for the product. Companies often raise prices by more than the cost increase in anticipation of some future event like further government controls or inflation. This is called anticipatory pricing. The price increase need not be in the form of increasing the marked price. The “real” price is raised by reducing the quantity of the product supplied for the same price, or by the reduction of discount offerings.





Customers might interpret a price change in a variety of ways. A price cut might be interpreted as :a prospective new product launch; firm in financial trouble; or the product is of poor quality and not selling in the market. Aprice increase normally reduces sales, but it might convey a positive message to the customers. It might be interpreted as the product representing a very high value. 





Competitors might respond to the price changes in a variety of ways. In markets which are characterised by high product homogenity, they might also be forced to match price cuts. But in non-homogeneous markets, the competitor has more freedom of choice. One of the possible reactions could be offering more services at the same price.





In the following pages, two instances of competitive pricing in the durables industry have been illustrated. The industries chosen are the luggage industry and the jeans industry of India.





�
VIP vs SAMSONITE


The products of Samsonite are slated to be launched early next year. Even before that, the pricing strategy of VIP Industries has forced Samsonite to re-think its initial strategies and entry plans.





Indian Luggage Market :


The Indian luggage market is worth nearly one thousand crores. A considerable portion of the market is unorganised. The table below gives the distribution of the market between the branded sector and the unbranded sector.


				    	Market Size  : Rs. 900 crores


Organised Sector�
60%�
�
Unorganised Sector�
40%�
�
			


The market for luggages in India can be subdivided into three segments, comprising of the premium, regular and economy segment. The current growth rate of each of these segments shows that the premium segment is the fastest growing one - five times as fast as the economy segment, and two and a half times as fast as the regular segment.


			


			Growth Rates ( Organised Sector )





Premium�
25%�
�
Regular�
10%�
�
Economy�
5%�
�



The organised sector is dominated at present by the Piramal fleet of companies - VIP Industries and Aristocrat. Between them, they account for 85% of the organised sector market. Their chief competitor is the Rs.41 crore Safari Industries, whose share in the branded market is nearly 14%. The rest of the market is comprised of other brands like Encore, Unilite, Genius, Club and Novex. But the entry of Samsonite India, the 60:40 joint venture between Samsonite and the Bombay-based Rs.28 crore Tainwala Chemicals, would change the whole scenario.





					Organised Sector


Company�
Market share�
�
VIP�
70%�
�
Aristocrat�
15%�
�
Safari�
14%�
�
Others�
1%�
�
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The Product:


Luggage has traditionally been regarded as utility items which are meant to serve a purpose. So the Indian customer’s purchasing decision depends on factors like durability, security, affordability and finish rather than features and aesthetics. This is evident from the overwhelming proportion of hard luggage sold in the organised sector.


			Type of Luggage (organised sector) :


Hard�
80%�
�
Soft�
20%�
�



Market research carried out by the major players in the market indicates a slow shift in the consumer’s buying pattern. For instance, the tin trucks and rexine suitcases that comprised the lowest end, are being rapidly replaced by unbranded hard and soft luggage. A large chunk of consumers, who thrived in the unbranded segment five years back, are now heading for the ‘economy’ branded range. Another recent study identified the emergence of a new socio-economic class - at least nine lakh households with an income exceeding Rs. 10,000, which is style and status conscious. This is illustrated by the growth rates in the various segments.





VIP Indstries 


All VIP products are marketed by the Rs.219 crore Blow Plast, which has a nationwide distribution network of 32 depots, 3500 dealers and presence in every Indian town with a population of over 10,000. Through its successful flanking policy, VIP Industries has established sub-brands across the product and price spectrum. The premium end product of VIP was priced at Rs.2000.





The company entered the nineties with four sub-brands, segmented on form and customer profile.  Market Positioning	:


Skybags  - soft luggage range, for the business traveller.


Alfa - economy range, for the first-time buyer or the upgrader to the branded segment.


VIP range - priced twice as much as Alfa, for the stereotypical Indian luggage customer.


Odyssey - for the exclusive, lifestyle buyer.


The growth rate and sales in each of these brands in 1992 indicate the skewed growth towards the upper end of the market.





BRAND�
Contribution 


to sales (%)�
Growth Rate (%)�
�
Skybags�
10�
35�
�
Alfa�
40�
3�
�
VIP range�
35�
10�
�
Odyssey�
15�
30�
�






Samsonite :


Samsonite is the world leader in the luggage market, with an emerging presence in Asia. It has set up a manufacturing plant in Nasik, which has started operating. 





Market Positioning	:	High quaity / High Price





In tune with its segmented-marketing strategy, the global giant will launch Oyster, American Tourister and Lark early next year ( March 1997). Samsonite hopes to achieve a 15% market share in India in the first five years. Its broad gameplan is to attack each of the segments with greater variety and improved product design, albeit at a price premium over Blow Plast.





Market research done by Samsonite has shown a high brand awareness among the international Indian traveller and the luggage trade. It was also apparent that to woo the elitist, high-frequency international traveller, and to keep its brand equity intact, Samsonite cannot afford to come in at a price lower than VIP. 





The Moves :





Samsonite was considering launching Oyster (its highest volumes earner worldwide) in the range of Rs.2000, so that it would be priced above VIP, and its brand image would be strengthened.





But, early this year, VIP Industries launched Elanza, a slick brand of premium moulded luggage targeted at the top end of the premium market. Elanza boasts of two patents, for its bumper and fabric lining. The 79-cm Elanza was priced at Rs. 3750, while the 69-cm one sells for Rs. 3250 in India. Moreover, Elanza has been made available through select dealers only, in order to maintain its premium image. At present, VIP plans to export 90% of its production of Elanzas.





This caught Samsonite totally unawares. The branded luggage scores on perceived value pricing, and so at the moment Samsonite is keenly tracking Elanza’s performance in the market. 





Now, Samsonite had to consider the following issues.


Why did VIP set the price so high?


	To preempt Samsonit’s entry in the super-premium segment of the market.


Does VIP plan to make this price temporary or permenant?


	Definitely permenant. This is subject to the successful sales of Elanza.


What will happen to Samsonite’s market prospects if it does not respond?


	This means that Samsonite would go ahead and launch Oyster at Rs. 2000. But this is an unwise thing to do. The market research study clearly indicates that Samsonite would lose heavily on its brand equity if its product is cheaper than the existing ones in the market.





The options available to Samsonite  are  





Reduce price and target lower segments  - This again is not possible. The high brand image of Samsonite demands a correspondingly high price. It is only the premium segment that Samsonite can target, as it is unknown in the other segments.


Increase price and raise perceived quality - If Samsonite is forced to enter at a higher price, it might take greater amount of time to gain a footing in the Indian market. This might give VIP Industries just enough time to strengthen itself. But this option would ensure that Samsonite retains its major strength - its brand equity.





VIP Industries is now concentrating on expanding its product portfolio to plug in any existing holes. It has launched six new products in 1995 in the higher end of the market (one of them was Elanza). Also, VIP is planning to launch more products in the super-premium category in order to counter Samsonite at all price points.





The critical aspects to the success of the strategy adopted by VIP Industries are


Elanza must be marketed successfully so as to establish itself in the market. The earlier premium product of VIP Industries, Amadeus, failed to take off in European market channels like Italy. But VIP officials state that Elanza, which is considered to be the most sophisticated and extensively developed product of VIP ever by insiders, is proving to be a success. 


VIP must introduce more products in the super-premium category and gain a foothold at all the price points. Unless this is accomplished soon, VIP will find Samsonite’s product range too formidable to tackle.





Through its premium pricing of Elanza, Blow Plast has forced Samsonite to hike up its entry price. By coming in at a higher price point, Oyster would find it difficult to garner desired volumes. By using such a competitive pricing, Blow Plast is hoping to gain time to plug every hole in the market, before Samsonite starts breathing down its neck.





With Samsonite having invested heavily in the plant at Nasik (it is the third largest manufacturing              


plant of Samsonite), it would not give in in a hurry. Whether VIP would be able to ward off 


Samsonite’s challenge will not be clear for a couple of years.





�
INDIAN JEANS MARKET





The Jeans Market


The organised jeans market in India is estimated at about Rs. 855 crore. This market is catered to by no less than 90 brands. The market is roughly segmented into three categories according to price. These are  





the premium segment - comprising brands priced above Rs. 900


the standard segment - comprising the mid priced range of Rs.650 to  Rs. 900 


the economy segment - comprising of the lower end of the market, which is highly fragmented and is the playing ground of hosts of local brands and fakes.





The details about the market share and the major players in each of these segments is summarised in the table shown below:





	Indian jeans market - 1995 


	Market size = Rs. 855 crore





SEGMENT�
MAJOR 


PLAYERS�
MARKET SHARE (sales value)�
�
Premium�
Levis, Lees, Wrangler�
Rs. 75 cr�
�
Standard�
Lee Cooper, Killer, Texas, Flying Machine, Pepe�



Rs. 340 cr�
�
Economy�
Newport, Trigger�
Rs. 440 cr�
�



The bulk of the jeans brands, around 65-70 per cent, belong to the economy segment. 
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Of the 22 million pairs of jeans sold in 1993-94, the premium and mid-priced brands accounted for just 5 million pairs. Moreover, it is the economy segment that shows the highest growth rate of around 50% against the industry average of 25%.





The brands in the premium segment have all taken the lifestyle advertising route to promote their product. This is in sharp contrast to the brands in the economy segment, which have pitched themselves on the price plank by prominently mentioning their price in the advertisments.





Competitive pricing behaviour is best brought out by the strategies adopted by two of the brands in the super premium end of the market - Levis and Wrangler. 





Levis


Levi Strauss, the fully owned subsidiary of the  $5.6 billion (Rs.17,050 crore) Levi Strauss and Company, established a 100% owned Indian subsidiary in late 1994. It contracted out its production to Bangalore-based Gokul Das Images (owners of the Weekender chain). 





Strategies Related to Pricing


Their target market is the college student in the age group of 15 to 25 years.


Levis adopted the strategy of image positioning - as the “original American jeans”. Also, considering that Levis was one of the last international entrants, beyond calling itself the original American jeans, it still had to offer some point of differentiation. It was decided that this lay in exclusivity.


The promotion strategy was aimed at emphasising the cult status of the brand around the world. The idea is that the customer is not just buying a pair of jeans, he is buying psychological satisfaction. Rs. 3 crore was spent on the launch.


Distribution of Levis was through 25 exclusive outlets only.





The Pricing Strategy


As an outcome of its decision to position itself as an exclusive product, Levis decided to position itself in the ultimate segment, on the criteria of price and quality.


The market positioning strategy decided upon by Levis directly dictated its pricing objectivc : the product-quality leadership. 


The pricing method adopted by Levis was very straightforward - premium pricing with respect to every other brand in the market.





Unfortunately, the above pricing strategy has worked against the brand. This was because of the following reasons :


The customers perceived no tangible benefits that justified the high cost. Priced upwards of Rs. 995, the brand’s limited target audience is the college student in the 15 to 25 age group. There are not many teenagers around whose parents would willingly spend so much on a pair of jeans that offer nothing more tangible than a ‘foreign label’. Thus, Levis pricing strategy eventually came to be perceived as an overcharging strategy by the market. So the price-quality effect which Levis hoped for did not work out. Also, since the substitute-awareness effect of the customers was high, they tended to move over to other brands when they were disappointed with Levis.


The exclusivity strategy boomeranged in the distribution aspect also. As opposed to its competitors who had about 400-600 outlets each, Levis operated out of 25 outlets, limiting access. 





Thus, the failure to analyse the customers’ reaction to the price resulted in Levis having to re-work its pricing strategies.  The non-penetration of Levis into the market forced the company to react to the pricing levels of its competitors. The high growth in the segments of lower-priced jeans, and the increase in the number of brands which were targeting this fast growing segment, forced Levis to re-work its strategy.


By increasing its distribution network, Levis managed to raise its volumes. But this was not sufficient. 


In reaction to the lower priced products of its competitors, Levis was forced to launch a low-priced product line, and enter the segments below what it had targeted originally. This was achieved by the launching of the Orange Tab range in February of this year, in the standard segment. Priced at Rs 845, this range is expected to combat competition from Pepe, Lee and Wrangler, and sell larger volumes. The objective of this exercise is mainly to increase market share.





In spite of all these efforts, Levis still has a long way to go before establishing itself in the Indian market. The major concern of Levis at present is the very slow growth of the premium segment of the jeans market. 





Wrangler 


Wrangler was one of the earliest international entrants into the Indian jeans market. It was launched in 1987 in India, with its Indian partner Dupont Sportswear Ltd. Wrangler had a 5% share in the jeans market in 1994.





Marketing Strategies


The user benefit positioning strategy employed initially were not successful. Wrangler first chose to promote itself as the “jeans that fit”. But, as every other Indian jeans was also positioning itself on similiar lines, this did not create any impact on the consumer. It later changed it to “if ain’t Wrangler, it ain’t jeans”.  


In a hurry to gain market share quickly, Wrangler was made available in all metro outlets.








The Pricing  Strategy


Wrangler positioned itself in the super premium end of the market - in the ultimate segment.


The strategy adopted was one of  premium pricing. It was decided to capitalise on Wrangler’s foreign aura, and charge a hefty premium for it. During its launch in 1987, Wrangler sported a tag of Rs. 365, a hefty Rs. 150 more than the nearest competitor- Flying Machine. 





Unfortunately, the distribution strategy adopted boomeranged. Wrangler failed to make any dent in the jeans market.


The pricing policy was not consistent with the positioning adopted by Wrangler. Though it was positioned in terms of benefit, a premium price was charged so as to cash in on the brand name.


Wrangler lost its “exclusive” image, and consequently its price was perceived as being too high by the consumers. The competitors were charging lower prices for what the consumers perceived to be similiar quality products. 


The unique-value effect was lost by Wrangler and consequently the customers thought that it was following an overcharging strategy, as without identifying any unique value, customers were unwilling to pay a high price.





The image was changed it to “The Original Western Jean”, and positioned the Indian Wrangler as close to the American Wrangler as possible, so that the consumer would not perceive any difference between the two. This was an effort to regain its foreign, high value image. 





The pricing strategy was changed. In 1991, when its rivals were hiking their price tags, Wrangler decided against raising the price of Wrangler jeans. Thus it reacted to its competitors’ pricing behaviour by maintaining its price. This reduced the price gap between Wrangler and the Indian brands to just 25 per cent. This shifted its target segment to the premium popular.





Though this change in strategy allowed Wrangler to increase its share in the market, it is still short of its target. The competitive offerings in the jeans market, with lots of well established brands in the economy segment, are forcing Wrangler to re-think its pricing levels. Right now, it is the economy players like Newport and Trigger which are making merry in the market.
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