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GARDEN umbrella seen from
the glass window of the manag-
ing director’s office is the only
obvious giveaway of Cadbury's
connection with Kraft, for some-
one who walks into the Cadbury
India headquarters from Mars
{the planet, not the rival chocolate company). A
year after US giant Kraft Foods acquired British
confectionery major Cadbury for $19 billion,
the Cadbury flavour still lingers strong in India.

And it is likely to remain that way in the near
future. Anand Kripalu, president, South Asia &
Indo-China at Kraft Foods and managing
director of Cadbury India, confirms that there
are no immediate plans to change the corporate
name from Cadbury India. Those expecting to
stock up their cabinets with a made-in-India
range of Oreo cookies, Toblerone chocolates,
Kraft Philadelphia cheese, Kool-Aid drinks and
Jacobs coffee are also likely to sulk. Kraft Foods
is in no hurry to roll out the wide range of
brands from its global portfolio, barring
powdered beverage Tang, which has already
been selling in India for some time now,

Kraft might be on the business-as-usual
mode in India, but even that seemingly innocu-
ous act goes against the norm. Traditionally, the
acquirer has always pushed his own brand and
downplayed the brand that got taken over.
“Most acquiring companies use the engine of
the acquired entity to ride in with their own
brands, diversify their portfolio and consolidate
their distribution,” says Viren Razdan, manag-
ing director of brand consulting firm Inter-
brand India. So, many acquired brands get
reduced to ghosts of their illustrious past. Some
are even exorcised. For every Cadbury that sur-
vives, there are others such as a Kwality Ice-
Cream, a Captain Cook, Air Deccan or a Dae-
woo Matiz that don’t make it, despite having
been eminent brands before they got acquired.

However, one example most marketing con-
sultants quote is cola beverage ThumsUp,
That's becanse this brand lived to tell its story,
When global beverage giant Coca-Cola acqui-
red ThumsUp from Ramesh Chauhan's Parle in
India, its first reaction was to push Coca-Cola
through ThumsUp’s distribution network and
suffocate ThumsUp by not providing it with
adequate marketing support. What Coca-Cola
underestimated was ThumsUp's huge consu-
mer base. Coca-Cola had to reverse its India
strategy. ThumsUp still sells more than Coca-
Cola in the Indian market.

But Kraft's position strikes a contrast. Ina
textbook-like marketing approach, it plans to
pay due respect to the strength of the Cadbury
brand — at least for now. Kraft is pushing Cad-

bury for all its worth, even if it means temporar-  Team Cadbury India:

ily going slow on the Kraft portfolio in India  [From left) Atul

where Kraft’s own presence is negligible. Bhatia, exec. director
In fact, Kraft is so conscious about getting it _ R&D; Jaiboy Phil-

right at first shot that it is overlooking attractive
categories such as biscuits or cheese, where it
has a strong presence globally. In biscuits, this

lips, exec. director -
operations; Sunil

will be the second time that Kraft lets the India  Sethi; e d-i“_“t“" =
opportunity pass. The first was in 2007, when it sales & intl business;
acquired the global biscuit portfolio of Groupe  Anand Kripalu, MD;
Danone, but left out India where Groupe Rajesh Ramanathan,
Danone was engaged in a bitter battle over  exec, director - HR;
Britannia Ind?ist.ries_wit!i the Indian Promo-  Narayan Sundarara-
ters, lheiﬁadli.s, BltSCm:; 1f a WIH-, exi:ltmg man, exec, director -
category but not easy to enter,” says Kripalu O SR R
Fast Growing Consumer Business candy & gum; and
One reason Kraft is so confident about the Ghandramouli ‘EF.en-
Indian operations of Cadbury is the rate of katesan, exec. director
growth, With sales of Rs 1,934 crore (about - snacking & strategy

$400 million) in 2008, the Cadbury India busi-
ness was delivering a compounded annual
growth rate (CAGR) of 22 per cent for a four-
year period. In the first half of 2010, Cadbury
India grew at 25 per cent. In comparison, other
regions such as Kraft’s North American busi-
ness are showing an organic growth of 3-4 per
cent, Europe moves at 2-3 per cent, while the
developing markets are pacing ahead at 10 per
cent — they operate on a much larger base,
though. With Kraft aiming for organie revenue
growth of more than 5 per cent and high dou-
ble-digit margins, “it would want to milk mar-
kets where Cadbury is stronger like India for all
its worth,” says an analyst.

The track record of Cadbury India made it
more compelling for Kraft to stick to the tried-
and-tested formula. *This is proven for five
vears. Why do you want to move the business
into a high-risk area overnight?” asks Kripalu,
While Kraft might agree to concentrate only on
the Cadbury franchise in India, they believe
that the Indian operations can run faster. “The
core business of Cadbury was underfed and the
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corporate

portfolio was not being driven enough for
legacy reasons,” says Pradeep Pant, president,
Asia-Pacific, Kraft Foods. One of the first things
Kraft Foods executives who flew into India
three weeks after the acquisition in January
2010 — led by the head of developing markets
Sanjay Khosla — told Cadbury India executives
was, “We are here to help yvou grow faster”

For that the business had to clear up bottle-
necks and drive the key brands harder. Cadbury
was already doing some of that as a part of its
Vision 2010 strategy.

Real-time Replenishment

In supply chain and manufacturing, previously,
everyone looked backwards in the chain —
marketing created consumer demand and then
looked at sales to deliver; sales in turn looked at
supply chain, and so on.

Cadbury has now flipped the process and
created a forward-looking chain where procu-
rement is measured on the service it delivers to
manufacturing, the manufacturing facility gets
measured on the service delivered to the distri-
bution centre, which in turn delivers service to
the redistributor. Jaiboy Phillips, executive
director (operations) of Cadbury India, says the
results were “best exemplified by the launch of
the Cadbury Dairy Milk (CDM) Shots” in 2008,

In the past, a new product launch in the
company would have a service level measured
as ‘On Time In Full’ of about 40 per cent. But
the CDM Shots launch was governed by specific
service-level measures for procurement,
manufacturing, logistics, clearing and forward-
ing agents, and redistributors. The replenish-
ment right up to the retail shelf was synchro-
nised with the start of the television campaign
and the distribution channel inputs. The ser-
vice level climbed to 98 per cent. “This enabled
CDM Shots gain high trials and repeat
purchases,” claims Phillips. Retailers agree.
They say that the response time for replenish-
ing stocks is definitely improving,

Sunil Sethi, executive director of sales and
international business at Cadbury India, attri-
butes a large part of retailer satisfaction to the
implementation of Meranet, an online system
that tracks stock position movement from the
distributor to retailers, which has helped in
significant improvement in fill rates.

In the case of Cadbury, 1,200 distributors
serve 550,000 retailers. While whatever is sold
from the company to distributors is captured on
SAP software and retail sales to the end-consu-
mer is picked up through retail audits such as
Nielsen, there was a complete gap in tracking
distributor to retailer sales. “We had to under-
stand what distributors sell to every retailer on

BLOOMBERG

a day-to-day basis. Today, we have that capabi-
lity,” says Sethi who attributes a large part of
Cadbury’s growth in the past three years to
initiatives like these. Now Kraft is helping build
upon that by providing models on two-way pro-
fitability in modern trade and delivering win-
win business plans between large format retail-
ers and the company. This is being rolled out.
The other major intervention by Kraft is in
increasing the number of outlets selling choco-
lates through visicoolers. The delivered-eat ex-
perience of chocolates is far better when served
from a visicooler as most chocolates collapse in
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Indian climatic conditions. It took Cadbury
nearly four years to put up 20,000 visi-coolers.
But after the acquisition, Kraft has doubled the
number of outlets having visicoolers to 40,000
in a year. Outlets with visicoolers have shown
incremental sales of 18 per cent, says Sethi.

“If we have the ideas and the right portfolio,
nobody can stop us from growing. We have the
might now,” says Sethi. In picking the right
portfolio, Kraft's 5-10-10 strategy (see ‘Cus-
tomised Strategy”’) for developing markets be-
came the manual. After the Cadbury acquisi-
tion, Kraft added gum and candy to its focus
category list for developing markets as Cadbury
came with a respectable presence in that cate-
gory. So brands such as Halls lozenges and Tri-
dent gum automatically qualified for the re-
quired marketing support. In India, Halls was a
brand with high reecall, so backing it up was a
no-brainer. But instead of Trident gum, the In-
dian operation put its money behind its bubhle
gum brand, Bubbaloo. Again, no rocket science
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