EMAMI: International Business Environment and Strategy

INTRODUCTION
The divide amongst rich & poor countries has blurred with technology becoming a worldwide commodity which the emerging economies are importing and adapting to draw near to the advanced economies. This paper aims to study the diversification strategy used by Emami Group to enter new markets using the Ansoff’s matrix. The paper provides a background to the issue, a brief company profile, literature on strategic market entry strategy, and Ansoff’s matrix.
BACKGROUND
The global economy has witnessed a foremost structural change, with the emerging markets quickly matching the advanced economies. A multifaceted interaction of capital, trade, technology, and information is moving towards a new worldwide convergence, for the better & for the worse (IMF, 2012). The increase in information enriches human lives—improves health, communication & education. Trade & financial integration have strengthened growth, created jobs & helped in narrowing the gap amid rich & poor nations.

The divide amongst rich & poor countries has blurred with technology becoming a worldwide commodity which the emerging economies are importing and adapting to draw near to the advanced economies. 3 fundamental global economy shifts resulting in major east & west balance adjustments are: convergence of economic growth of advanced & emerging economies’; income divergence within countries and interdependence of nations’ fortunes (IMF, 2012). 

What is the driving force behind a company’s strategy in IB? What controls the success or failure of companies across the world? According to Peng (2004) these are a few of the utmost essential questions in IB. Conventionally, 2 perspectives which help address the above questions are. Industry-based view Porter (1980) and a resource based view Barney (1991). According to the industry-based view conditions within a particular industry largely determine the strategy & performance of a company. The resource based view, on the other hand suggesting that organization specific differences is the key driving force for the strategy & performance of a company. 

The Bengal conglomerate Emami Group, is present across India. Having Rs 5000 crore aggregate turnover of the group it has a diversified business portfolio including FMCG, edible oil and cultivation, paper, bio-diesel, hospitals, writing instruments, pharmacy, cement, contemporary art, retail and real estate (Emamiltd, 2012a). The quality products of Emami are present not only across India, but also are sold across the globe in over sixty countries including GCC, Sri Lanka, UK, Bangladesh, African, Nepal, and the CIS nations. Emami Ltd. has 5 overseas subsidiaries, which include Emami UK Limited (London) & Emami International FZE (UAE).
Companies under the diversified Emami Group:-
· Emami Paper Mills Limited CRI Limited Emami Art
· AMRI (Advanced Medicare and Research Institute Limited 
· Emami Realty/ Emami Infrastructure Limited 
· Emami Frank Ross Limited 
· Emami Biotech Ltd
· Starmark 
Emami Cement Limited
International Business of Emami: Emami IMD (International Marketing Division) reaches its customers across its 61 nations with the Africa, CIS, MENA, SEA and SAARC regions as the strategic focus regions. The brand portfolio of Emami IMD covers Personal Care & Healthcare, having products especially for categories like Hair care, Skincare, and the Ayurvedic Healthcare. Emami IMD has the vision to become  a prominent branded Indian Personal Care business player in crucial markets across the globe, providing relevant products as well as making people feel Beautiful and Healthy by combination of the nature’s and sciences’ goodness (Emamiltd, 2012b).
Key brands of Emami:
· Emami IMD comprises of 4 umbrella brands which include: 
· Himani – Cosmoceutical & Healthcare, 
· Emita – Value for Money products.
· Zandu – Nutraceutical and Ayurvedic products, 
· Emami – Beauty & Herbal care
The key brands of Emami have recorded exceptional growths regarding their focus markets, swiftly taking the leaders rank in their individual categories. The underlying values as well as goals of Emami continues focusing on innovating finest beauty products enhancing the appearance, general well-being and health, of people across the globe. Africa and SAARC remain the 2 crucial growth markets. It recorded 29% growth in 2011 with exports estimated at around Rs 177 crores (Emamiltd, 2012b). Strongly focusing on the development of new products as well as new markets, stress has also been given to increase the distribution as well as penetration in their current markets and initiating the creation of a single global brand. 
 De Mooij & Hofstede (2002), Koopman (2000), Yip (1998) have stated that fruitful global expansion necessitates carefully analyzing the national markets, giving special consideration to the globalization drivers & local culture. Yip (1998) coined the term Globalization drivers, for the conditions that have the most likelihood for affecting  international expansion decisions of a firm including competitive, cost, market and government factors. Local culture also assumes a vital role in expansion decisions as culture influences a firm’s business environment and also buyer acceptance of products & services offered. Analyzing the market facilitates firms in identifying the presence as well as criteria which might guide the market entry mode strategy of a firm and, consecutively, minimizing the risks accompanying global market entry before establishing overseas operations.
ACADEMIC / THEORETICAL FRAMEWORK 
Strategy has been defined as the direction as well as the scope of a firm over a long time period, ideally that seeking to sync its resources with the altering environment & particularly its markets, clients or customers to be able to meet the expectations of the stakeholders (Johnson & Scholes, 2005). Numerous risks are linked to a firm’s decision in expanding operations globally. Broad risks include fluctuating or weak foreign currency, market volatility, political upheaval & differences, infrastructure, labor issues, communication systems, cultural & languages dissimilarities.
Therefore, it is vital to research carefully prior to making entry mode decisions & evolving suitable entry strategies (Daniels and Radebaugh, 1998; Hochwald, 1999; Reda, 1998; Simpson and Thorpe, 1999; Yip 1998). Assessment of risk, as per Daniels and Radebaugh (1998), Sternquist (1998), Yip (1998), entails knowing the target market’s competitive, economic, cost, social, political, and technological environments. Some specific criteria involved under the above headings which could drive an organization’s decisions of market entry include local consumers’ disposable incomes and the requirement for services and products, existing political climate, labor laws, trade laws, distribution & the payment systems, infrastructure, product packaging, advertising and labeling standards besides knowledge of the cultural differences.
The Yip (1998) model demonstrates distinct analyses of the company and foreign countries characteristics for developing strategies for market entry. Country analysis emphasizes on 4 globalization drivers: cost, competitive, market and government which offer insights into the strengths & weaknesses of the market and also the possible advantages to a firm from increasing its operations into the market. Consecutively, the globalization drivers have an influence on the firm’s market participation, location choices, products & services, marketing and strategic moves in the target economy. 
Yip’s (1998) framework for international market entry: Drivers of Internationalisation:
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Source: Yip (2003)
Other than globalization drivers, other factor that should be considered before global business expansion would be the national culture (Koopman, 2000; Morosini, Shane & Singh, 1998; Simpson & Thorpe, 1999). Yip’s model weakness might be due to the limited focus of national culture’s impact on the business operations. Culture could have a strong influence on the business practices Hofstede (1984). Bryson (2004) argues that strategic planning cannot be one single panacea, instead it constitutes a set of adaptable concepts, tools, practices and procedures for assisting firms determining where they stand, what they need to do, how should they do it, & why to do it. Ackerman (1970); Carter (1971); Mintzberg, Raisinghani, & Theoret (1976) stress that traditionally, the 3 step method was the commonly used approach by the management to set its goals & objectives, determine alternative solutions as well as strategic formulation & to implement the feasible alternatives.

Ansoff’s matrix (1957) is amongst the utmost essential conceptual frameworks to facilitate the choice of strategy. Aaker (1988) has proposed certain improvements to the framework. Ansoff’s matrix of product/market growth according to Johnson (2008) gives a simplistic method to generate 4 rudimentary alternative ways with respect to strategic development (Johnson, 2008).
APPLICATION OF ANSOFF’s MATRIX
The Ansoff’s matrix is founded on the basis of 2 strategic variables which assist in selecting a strategy aiming at firm’s growth. The 2 variables are products & markets. Both the axes have been divided into2 subcategories: old & new. Generally speaking strategies adopted by firms directly or indirectly require making some choices regarding these variables. Strategies included in the Ansoff matrix i.e. penetration, market development, product development, and diversification, make logical alternatives. Diversification strategy by Ansoff needed some modification as it was not homogeneous resulting into creation of related diversification and unrelated diversification categories. Actually, pure diversification is never witnessed in a market. Pure diversification could also progressively develop from the related diversification. In one of more recent books by Kotler (2009), as A pure diversification example is Hochtief, a German company, which diversified to real estate market from the construction industry (Kotler, 2009).Actually, this could be considered as a related diversification due to the common associations between real estate market and the construction industry.
Another concern regarding the Ansoff matrix is with dichotomies i.e. old against new market, and old against new products. Since in practice, new & old products appear as extremes with actual choices lying somewhere in the middle, it required to adopt a minimum of 3 product levels: old product, improvised product, and non-related product or technology. Correspondingly for the markets, a scale can have old customer, new customer in old market & new market.

Research on large global company shows that diversification was not amongst the popular strategy. In its place, a safe strategy was persisting with the old portfolio having slight modifications. Contemporary market has been ruled by old firms. Companies originating before year 1900 preferred not to choose diversification as a strategy with respect to pure diversification. Most firms prefer differentiation in earlier served sectors. This is mostly the cases in financial service firms. Generally either a bank enters the insurance market, or it is the other way round i.e. an insurance firm enters the banking sector. Almost 59 percent of the companies continue along the same business lines, even if technological nature concerned to business changes. For example, a firm which started as a telephones company today could be in telecommunication business.
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Source: Ansoff (1988) 

 

The Ansoff Matrix has been developed by H. Igor Ansoff first published in 1957 in the Harvard Business Review in the editorial Strategies for Diversification. Ansoff gave the matrix which concentrated on a firm’s present as well as potential forthcoming products and engagement areas. The matrix illustrates practitioners to deliberate methods with the 4 possible combinations of product/market for growing the business through new and/or existing products, in new and/or existing markets. Ansoff’s matrix helps firms in defining two primary aspects for their various marketing strategies such as what to sell and whom to sell. Hence it is related to just products & markets providing firms with four alternative strategies or actions when bearing in mind their marketing purposes:
• Sell prevailing products in existing markets
• Extend existing product line to newer markets
• Develop new products or product lines for the existing markets
• Develop new products for entirely new markets
The matrix comprises of 4 strategies that are depicted by using a 4 box matrix which simply shows the logical grouping of 2 existing positioning variables; that is, existing & potential products vs. existing & potential markets which include: 

Market Penetration:
When firms enter a market with its existing product or service it is known as market penetration. It involves increasing the existing market share to assist further growth. It is deliberated as a less risk method for growing the business

Market Development:
It involves development of existing products to newer markets. For example sales can be expanded by entering a foreign market or also by targeting a new segment in the same market. Both strategies could help increase the business earnings. 

Product Development:
This strategy involves firms developing new and innovative products in their existing markets.  In this strategy either a new product is offered or an existing product is modified.



Diversification:
This strategy involves introduction of new products in new markets. Related diversification defines how firms continue within a market they are familiar with. Entirely new products could also be fashioned in order to enhance the firm’s brand name.

Under this approach Emami develops new products catering to new markets. Emami Group is a highly diversified group having an aggregate turnover of around 5000 crore having business interests in FMCG (fast moving consumer goods), paper, writing instruments, edible oil and cultivation, bio-diesel, hospitals, contemporary art, pharmacy, cement, real estate and retail. The Group’s fountain of strength are its ingrained value system, innovativeness and an over 20,000 passionate and dedicated staff, engaged in knowledge sharing. Emami’s quality products not only have a pan India presence, but also have a deep imprint in over 60 countries across the world.
After deciding on the international strategies designed on substantial competitive advantage sources and reinforced by robust internationalization drivers, firms should also choose which economies to enter. All countries will not be equally attractive. Countries however, could primarily be compared by use of typical environmental analysis methods, such as by using the PESTEL framework or conferring to the five forces industry analysis. Johnson & Scholes (2008) contend that macro environment aspects would to a certain degree impact all firms operating in a business environment.

CONCLUSION
The global economy has witnessed a foremost structural change, with the emerging markets quickly matching the advanced economies. The divide amongst rich & poor countries has blurred with technology becoming a worldwide commodity which the emerging economies are importing and adapting to draw near to the advanced economies. Analyzing the market facilitates firms in identifying the presence as well as criteria which might guide the market entry mode strategy of a firm and, consecutively, minimizing the risks accompanying global market entry before establishing overseas operations. The Bengal conglomerate Emami Group, is present across India having a diversified business portfolio The quality products of Emami are present not only across India, but also are sold across the globe in over sixty countries including GCC, Sri Lanka, UK, Bangladesh, African, Nepal, and the CIS nations. It is vital to research carefully prior to making entry mode decisions & evolving suitable entry strategies. The Yip (1998) model demonstrates distinct analyses of the company and foreign countries characteristics for developing strategies for market entry. Assessment of risk entails knowing the target market’s competitive, economic, cost, social, political, and technological environments. Other than globalization drivers, other factor that should be considered before global business expansion would be the national culture. H.I. Ansoff’s matrix (1957) is amongst the utmost essential conceptual frameworks to facilitate the choice of strategy. The Ansoff’s matrix is founded on the basis of 2 strategic variables which assist in selecting a strategy aiming at firm’s growth. The 2 variables are products & markets. Research on large global company shows that diversification was not amongst the popular strategy. Most firms prefer differentiation in earlier served sectors. After deciding on the international strategies designed on substantial competitive advantage sources and reinforced by robust internationalization drivers, firms should also choose which economies to enter by using PESTLE analysis or the Porter’s five force analysis.

RECOMMENDATIONS
Emami group should carefully conduct a market study in regards to its product in different markets helping it to analyze which products are performing and what are the needs and requirements of its target market. A similar kind of research is also required for its future target markets. This would help in forming a strategy as per the Ansoff’s matrix. Simultaneously, Emami also needs to study the macro environments of the future target markets by the help of PESTEL analysis and Porter’s five force model to select the most suitable future target market.
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