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The Curious Case OfParle - G
- Decrease In Demand Or The New Inferior Good

*Dr. Durdana Ovais

Abstract:

Parle G : the wad itself means different things for the Generation X, millennial and Generation Z Once cansidered as the comfort
food by many the demand for the product has seen a cntinuous decline over the years. Recentlythe company decided to retrench
the employees due to fall in the demand of is of Parle Biscuits. While the company continues to still praduce its premium brand
biscuits it has decided to discontinue the production of Parle -G hiscuits.The study centers around decodng the fall in demand of
ParleCompanvs famous nroduct Parle —Gbiscuits. T he studv attennts to amalvze whether the fdl in the demand is due the chanae
in price of the product dueto the change in the GST rates which had led the company to decrease the number of biscuits inthe
packets or due to the change in taste and preferences o the millennials and Gen X. Further can this change be atributed to the
change in income in the economy. Most importantly the study analyses whether the decrease in demand can be taken as an
important indicator for listing Parle G as the new Inferior good.That is in economic terms is the phenomenon a contraction of
demand,or ashiftin demand. For the purpos eof the studylast 10 years datarelating to various nmicro and macroeconomic indic aors
have keen taken for further analysis.
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PARLE G- G FOR GROWTH

Year 1929 saw the setting up of an indigenous bakery in
Vile Parle Mumbai by the name parley Gulco which
gave a stiff competition to the non Indian made biscuits.
As in 2019 with 10 company owned feilities and 125
manufacturing plant the total number of employees
comes upto nearly 100,000.During the last 81 it had
amassed the image of not only an exenplary leader of
marketing excellence but also that of the provider of
staple food. Parle G biscuits took the role ofa breakfast
when consuned with tea or milk, a sack with the
evening tea, and even a source of supplement for the
aged and ill dike when they were not ale to consume
any solid food item. Mothers confidently fed their
toddlers Parle G biscuits G manne Genius The
company saw a continuousgrowth in the demandof the
produt. And at a time was the grand choice of the
consumers. Itgradually acquired a 15% share of
aggregate tota retail confectionary demand.Over the
yearsthe conpany hawe gaineda not only 40% market
share in the biscuits seament but al® gained the
reputation as the baker of comfort food. The word
Parle-G had become synonymous with the glucose
biscuits around the country. In the initial yearsit was
the urban markets which saw aincrease in the demand
of the product, but ower the last few years it was the
rural market which had majorly constituted for the
demand of Pare-G. Every Kisok and pan shop had Parle
G biguits in various packets and the favorite were the
small packets. The company was certified as the world’s
largest biscuits brand by Nielsen in 2013, “with Rs5,000
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crore sales, ahead of international giants such as
Mondelez International Inc. (that sells Oro in India)
and United Biscuits, among the top brands in the UK,
which is one of the world’s larges markets for biscuits
(Gupta, 2017).

INDIAN ECONOMY

Over the last years the Indian economy saw a
continuwous increase in GDP. In 2016 it was considered
as the third lamgest economy by purchasing power
parity (PPP) method. During this period the personal
disposable income of the citizenstoo increased leading
them to spend more on goods and services therby
increasing the consumption too “the country has
witnesed a rise in its personal disposable income and
the comsumption pattern has changed a lot in last
decade, following surging employment oppo rtunities,
increase in double income households and
governnent’s effort to boost rura income” (New Era
MarketMonitor Consultancy, 2016).

But stating from 2018 the economy saw a decrea® in
demand of the goods and services. While some sectors
reported a larger decline others joined in the trend late.
Most slowdown was reported in the consumer goods
sector and that too in the rural sector. “Market research
firm Nielsen said last nonth India's consumer goods
industry was losing steam as spending in the wral
heartland cools and small manufacturers lose
competitive advantages in a slowing economy”
(Ravikumar, 2019). Figure 1 shows the trend in the
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economy during the year. While Face care , body care
produwcts, toothpaste, instant noodles and chocolate
market saw an increase over the last year. On the other
hand salty snacks , biscuits , dnampoo , tea and skin
cleansing products market saw a decline in demand.

Figurel
A Tale of Two Trends
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Daily home and personal products including creams,
detemgents, toothpastes, deodorants and food items such
as chocolates, malted beverages and noodles grew at a
higher rate during the April-June quarter, according to
officials quoting Nielsen data.ln another report the data
showed that the FMCG market growth fell 60 basis
points to 10% during the quarter, led by biscuits salty
snacks, soaps and tea (Malviya & Mukherjee, 2012).

INDUSTRY

The Indians have a lowve for the crunch with the famous
tea. Something to dip and savor the tea. This tage and
preference results in India being the second largest
producer of biscuits jud after US. As such it also makes
Biscuits the largest sold food item meking Biscuits
indugry one of the biggest industries in India.
According to a report by blue weave Consultancy the
increase in demand of the bakery products is attributed
to the better appeal, taste, and convenience clubbed
with fast paced lifestyle and also due to the impact of
urbanization. (Blueweave Consulting, 2019)

It had come along way from being considered asa sick
mansdiet to the demand for ready made productsby the
urbanizedsociety. The industry started growing in the
laterpart of the 20" century. A part of the industryis still
unorganized and catersto up to 35% of the total volume
of demand. According to the statistics the country
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produces 30 IkMt out of which 17 % is exported. The
per capital consumption as per the statistics is 2.0 Kg
placing the country third after USA and China. With a
turnover of 300 crores it is also the scondlargest
manufecturer of Biscuits after US According to recently
published report "India Biscuit Market Owerview, 2017-
2023", the organized biscuit market accounts for nore
than 70% of value share in the overall Indian biguit
market. The sector is expected to surpass the revenue
figure of INR 400 billion by 2023 (Research and Markets,
February 2018).

Figure 2
Bite of the Biscuit

players
account for
92% of the
segment

(Sagar Malviya, 2019)

The above figure shows the increase and decrease inthe
market share of the top leaders of the biscuit indudry.
While Britannias share of market had increased in the
last years , what is interesting to note is the decreasing
share of market of Parle products that decreased. The
same trend couldbe observed for ITC too.

A look at the total biscuits market in India shows that
the totd organizd market in India is estimated to be
26,000 croreswhile the unorganized market accountsfor
13,000 crores. Indicating that a shift in de mand can
occur for the lowest price branded biscuits in favor of
the local made biscuits and the likes. Moreover as in
2016 the majority of the biscuits market comprised of
demand for cookies and least for cream biscuits as
shown in Figure 3 below.

Figure 3
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(Pinto, 2017)

Figure4
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As per the statistics of 2017 it can be seen that majority
of the market share is that of plain biscuits. Interegingly
according to the review of revenue gereration by
distribution channel most of these are sold or de manded
not from conwenience store or hy per markets but from
mom and pops store. Amongst these it was Parle
products which were leading in the market share. A
deeper analyds of the Indian biscuits markets shows
that it is expected tha the demand will grow in the
coming yearstoo.

Parle Products in the Indian industry had enjoyed a
leading position from the start.When the company was
established the basic idea was to provide an affordable
biscuits to the Indian consumers who were at the time
under the rule of British Government. "Launching Parle-
G in 1939 was not jug a business decidon but also a
responsibility to sell affordable biscuits to Indians
(during British rule) at a time the market was flooded
with costly imports” said Ajay Chauhan, executive
director (ET Bureau, 2013). The same value strategy
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helped the company to acquire aleading sales tag in
2012, when Parle Products sold Rs 5,010 crore worth of
glucose biscuit brand at retail price, besting the entire
domestic sales of Dabur or Godrej products and selling
three times more than Maggi noodles which meant sdes
of more than 100 crore packets across sizes every month,
or 14,600 crore biscuits in the entire year, that is, 121
biscuits each for the 1.2 billion Indians (ET Bureau,
2013).

The vaue based strategy clubbed with the pricing
strategies and the economies of scale that the co mpany
enjoys led to the biscuits becoming the staple food
product. In 2012 the conpany had brought in the new
variant by the name of parle G Gold. The same year
company also tried to push the sales by a new ad
campaign kal kagenius. The ad was clearly targeted at
the millennials. In 2013 the company reported that the
overall share of parle G in the total production has
decreaed from70 % tenyears back to 50 %. Cleally a
major challenge for the company wasGenertion Z.

THE COMPANY

The secret to Parde G’s success? Sticking to its position as
a glucose biscuit meant for the nmasses. In the decades
since Parle-G’s launch in 1939, Pade Products has kept
the brand’s prices at the entry level, introduced only one
premium variation, and even kept the vintage Parle girl
affixed on packets(Gupta, 2017).Since 1990, Parle-G has
managed to retain 75-80% of the glucose biscuits
market, while premium biscuits ar wo rth only Rs5,000
crore inthe totd biscuits market, according to heads of
several top biscuit makers in India (Gupta 2017). The
Nielsen study adds Indiais the world’s leading market
for biscuits, ahead of the US, Mexco, China, Argentina,
France, Italy, Germany, Turkey and Spain. While India
showed a volume market share of 22%, the second slot
was occupied bythe US a 13%. The top three countries-
- India, US and Mexico -- contribute over 40% of the
total bicuits 10 largest markets for biscuitsin volumes
sales (Bhushan, 2011).Gdng by the data for the year
2009-10, the volume sales of Parle-G is bigger than the
fourth largest biscuit consuming country -
China.lndustry analysts say the Rs 5,000crore Pade’s
focus on the volumes segment and competitive pricing
backed by strong distribution, especially in rural
marketshas led the rise.Of the owerall 40 brands across
biscuits chips and confectionery that Parle Products
make s, Parle-G contributes 50% to the firm’s topline,
Parle Products group p (Bhushan,2011). Going back a
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few years it can be seen from the data of 2013 that Parle
products were aclear leader with 38% market share and
as sich was an undisputed leader in the market Such
was the demand for Parle G which had 74.9 % of the
market share of glucose biscuits market that it was
quoted to me old more that all he biscuitshat were sold
in the whole of chinaascan be seenin figure6.

Figure5
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During last calendar year, the biscuit category grew
12%, slower compared to 14% in 2017. Companies
estimate 3,5004,000 smaller and loose biscuit firms
operate injustone region or district, all nibbling away at
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their sdes growth For years, local brands — not jug in
biscuits but in nost segnments — have eaten into share
from leading consumer pro duct companies,e specially in
soaps, detergents, hair oil, tea and biscuits, with nore
than 500 unomanized players operating in these
categories (Sagar Malviya, 2019).

“Parle-G is growing slower than other categories at
about 4-5% annually,” Shah said. Even though the
company’s Hide & Seek brand is among the top 5 in the
cookie market as per Euromonitor, Parle-G still
commands a quarter of total salesvolumesof the biguit
marketin India,he added (G upta,2017).

But during the last few years it is receiving tough
competition fromthe cookie and cream segment.

REVENUE

The FMCG induwstry cannot be delink it with the Indian
econonmy. Due to the economic slowdown other
companies in the industry also saw a decrease in
demand If we look at the overdl industry we see a
decreaed value or revenue growthin FMCG which has
been consistently coming down over the past four
quarters — from 16.2% in July-Sptember last year to
10% this year, analysts are questioning if it's due to the
base-year effect after a one-off kicker from the
implementation of the goods and services tax. (Malviya
& Mukherjee, 2012). But usually it is the mass products
which get affected by the downturn of the economy
most. Whereas we see that the premium brands of
Biscuits and cookies saw a comparatively lesser
decreaz in demand (Devendra Chawla, managing
director at Spencer’s Retail (Mdviya & Mukheiljee,
2012).

The Parde company too is no different a case. It has an
annual revenue of above $1.4 billion, (Ravikumar, 2019).
And Within the company Parle-G is its flagship and
number 1 brand although its share of rvenues has
fallen from 66% in its heyday to nearly 33% today
(Gupta, 2017). The company also saw a 8% declire in
volume growth. Moreover, a sharp decrea in its sales
means adecrea® in demand which has to be dealt with
a decrease in production, which in turn will obviously
means that employees won’t be required to produce
more. They rather have to decrease the production
meaning laying off the unrequited workers, “company
had seen an 8 per cent dedine in volume growth — with
the lower end of its biscuit product range suffering the
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worsteffectsof the decline in demand moreoverasharp
drop in Parle’s biscuit sales means the company may
have to slash production, which may result in layoffs of
8,000-10,000 people,” @id Mayank Shah, category head
at Pade(TT Bureau, 2019).

Analyst also view the change in GST rate as one of
the reasons for the decreased rewvenue of the
Company and specially the Parle — G brand. Earlier it
was put in the 75 rs per Kg bracket which required
only 12 % taxto be paid. But the new GST rate lead it
to pay 18% tax . a tax payable by 100rs per kg
biscuits brand which includes cream biscuits and
cookies too. “While Parle wasthe mog impacted by
GST transition, it has gill chosen to not move from its
Rs 5 per pack pricespoint for its flagship Parle-G
biscuits. With the slowdown, Parle is likely finding it
increasingly difficult to offset margin pressure
through volumes,” they sad, adding, “suwch a
situation, in fact, represents a good opportunity for
pre mium playe rslike Britanniaand also ITC to fortify
their presence in the biscuits category”(Ananda,
2019).This decrease inrevenue has led the company to
held talks over the past year with the governments GST
council as well as former Finance Minister Arun laitley,
asking them to review tax rates, Shah added
(Ravikumar, 2019).

DEMAND

The analysis of Indian society’sconsumption pattern of
the biscuits reveals tha biscuits are actually the staple
and the mod basic packaged food products in the
country (Sagar Malviya, 2019). And the reason for this
view is the way in which it hasbeen consumed ower the
years which has actually becarre a habit (Gupta, 2017).
And this largest consuner product segrent is worth of
Rs 35,000 crore.

Over the years the Indian consumers grocery lig have
seen the addition of bakery ittms induding nostly
Biscuits, cookies, cream biscuits, salty biscuits and
cookies etc. The major drivers for thesechanges can be
considered asthe growing urbanization, increase in the
double inconme earning households, shift in consumer
taste and preferencesand even the consumption pattern.
These additions in the shopping basketshave provided
apud to the manufacturers al so. The whole market size
is increasing due to increase in the demand. Another
push factor is the adding of various flavors by the
manufacturers to take care of the niche segments also.
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Moreowver there is al® a growing oonsciousness
regarding the brand andthe celebrities enforcing these
brand which is another reason adding to the growth of
the sector. As reported by the study of New Era
MarketMonitor Consultancy in 2016 ,There is a growing
numberof consumers who are brand conscious and they
continue to trade up for pre mium biscuits allowing
companies to add more cookies in their product
portfolio(New Era MarketMonitor Consultancy, 2016).
Blue weave corsulting company had forecaseted that
due to these innovations and additions in the biguts
segment coupled with the increasing income of the
people will lead to an increase in the market in future
(Blueweave Corsulting, 2019).

During the previous periods the increase indemand for
the product can also be attributed to the fact that the
period saw favorable macroeconomic indicaors
resulting in more income for the youngest nation where
most of the consumer base comprises of less than 35
years of age group “who are looking for biscuits with
better taste” (New Era MarketMonitor Consultancy,
2016). The repott in 2015 indicated that it’s the ‘cookies’
category which accounted for accounted for the lamest
market share inthe country’s biscuits market, and was
closely followed by ‘plain bicuits and sandwich
biscuits(New Er MarketMonitor Consultancy, 2016).
Another study reported an increasing demand for cream
biscuits with a growth rae of 8-9% and that of cookies
at the rate 15-16 per centperannum (Pinto,2017).

The scenario was different for the year 2017 which saw
the rollout of GST and also the decrease in sales of
biscuits In fact the whole FMCG sector was affected by
the GST and the impact was more visible in the rural
areas and on the smaller companies. W hat was worth
noticing was the fact that while vaue categories glucose
biscuitsor small packs are seeing adecline,the case was
not the same for premium sub-segments and bigger
packs in biscuits which continued to grow (Malviya &
Mukherjee, 2012). The market demand analysis shows
that nearly one third of demand for biscuitscomes from
the rurd market According to a news report this market
has been *“has been under stress over the past three
quarters, even though it has expanded at a faster pace
than in the cities” (Ananda, 2019).Putting biscuits
below Rs 100 a kg in the 18 per cent goodsand services
tax (GST) slab might push price-sensitive consuners
towards unbranded products was the concern of the
manufacturers. (Pinto, 2017). Itis nore of aconcernfor
the policy makers too asthisindcatesthe slowdown
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in  the mo st affordeble sector in the
economy.PvarunBerty, managing director of Britannia
Industries Ltd, Parle's main competitor, said earlier this
month that consuners were "thinking twice" about
buying products worth just 5 upees"Obviously, there is
some serious issue inthe economy,” Berry had said on a
conference call with analygs. On the other hand
production cost have increased due to the new norms of
GST with the inclusion of additional taxes. The
company resorted to decreasing the number of biscuits
even in the five rupee packet.Moreover another
important economic fact is that Consumers across
geographiesaspire to move up the consumption curve,
which is something that FMCG companies need to keep
in mind to provide quality at the right price (Buch,
2019). Mayhe this is the reason that many pre mium
segment products ar offered by both Britannia and
Parle even for the rural areas which dgnifies a shift in
the consumer preference.

Whereas looking at the glucose biscuits segment, fall in
the market share of Glucose biscuits have beenreported
since 2011. The years after saw a steady declire in the
matket share of glucose bhiscuits whereas the premium
segment saw an increase in the demand. It wasreported
that the top players like Parle, ITC and Britannia
shifted their focus on the premium segment to keep up
with the profit s. "We are focusing more on the cookies
and cream segments following consumer demand
trends. The segment also gives better realizations and
mamgins,”" Chittranjan Dar, chief executive of ITC Foods,
said (Malviya & Mukherjee, 2012).The chief executive
also added that, while premium segments help
conpanies earn higher margins, glucose products help
gaina clout in raw-material buying and sourcing as the
segment gererates economies of scale, moreover while
cookies and cream biscuits are discretionary products,
glucose biscuit is considered nore necessary, meking it
relevant in an environment like today when consumers
are cutting back on high-priced items (Mdviya &
Mukherjee,2012).

PER CAPITA INCOMEAND GDP

Another impo rtant economic indicator is the per capita
income and the disposable income of the Indian
consumers. It has been observed tha the income has
decreased and maybe, “GST (Good and Services Tax) of
18 percent on a Rs 5 staple biscuits pack is too steep for
the bottom of pyramid custoner, especially when rural
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incomes have shrunk” (Buch, 2019). This fall in
sentiment has been widely attributed to listless growth
of incomes and the fdl in other economic parameters
which have altogether resulted in the decrease in
nominal per capita disposable income inlndia which fell
to 95 per cent between 2015 and 2018 from a high of
133 per cent between 2010 and  2014.

Dwindling disposable income is primarily why Indians
of all hues have cut down on or delayed buying

eserntial items and even staple conuumption items,
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Looking at the economic parameters and the variables
uncer the study it cdls for the analysis whether the fall
indemand for Parle Gisa fallinjust de mandofa fall in
overall quartity de manded. And whether these changes
are of permanent changes or just economic fluctuations.
Alo the factors which affect the demand of biscuits and
that too specially glucose biscuits can be idcentified.
While the company continuesto add new varieties units
premium segment will the demand for Parle G continue
to decrease. And mog importantly can it be included an
inferior goods i st.

Questions for Discussions

1. What are the factors affecting the denmand for
Biscuits (Gluco se and PremiumSegment)

2. Were Consumers Price sensitive to a change in
number of biscuits per packet.

3. Isthis a move ment dong the demand curve or
a shift in Demand curve.

4. Which income group constituted the target
consumer goup of Parle G biguits.

5. CanParle Gbe considered an inferior good.
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