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If we choose to believe what Emerson
didn’t say, then we’re all doomed

This article is
reprinted from
the latest WPP
Annual Report
and Accounts,
with kind
permission. It
expands on a
theme first
explored in
Market Leader,
Autumn 2007.
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HERE’S AN INTERESTING work
of fiction to be written quite soon.
Indeed, it’s probably in draft already. It
will chronicle, with all the imagination
and persuasiveness of a George Orwell, the birth
and turbulent development of The New Age
of Abstinence.

Chapter I introduces us to a world crudely
comprised of two blocs: economies that have
long enjoyed the benefits of cheap energy and
become addicted to them; and economies that
are poised to enjoy those benefits for the first
time and are damned if they’re going to be
denied them now. Neither bloc is in the mood
for self-restraint.

For at least 200 years, economic growth has
been universally worshipped; in either practice
or prospect. In their election manifestos,
governments have boasted of their national
growth rates as evidence of their competence to
govern. A million private-sector companies have
set annual growth targets and celebrated their
attainment. The only way to achieve such targets
is through the encouragement of heedless
consumer consumption: more people to consume
and more consumption per person. Marketing has
become an honoured discipline. Growth is good.

Such growth has suited the fortunate citizens
well enough. Rising incomes have meant more
independence, more choice, more comfort, less
toil. There is universal expectation that such
growth will continue indefinitely. Ever improving
standards of living have become not just an
aspiration but a right.

It’s against this background, slowly and
reluctantly, that world governments finally
acknowledge the inevitability of fossil fuel exhaus-
tion and the cataclysmic effects of climate change.

They also wake up to their responsibility to
govern. Vast changes in human behaviour are
urgently required. Governments everywhere on
the bridge of state ring their alarms and call
down to their engine rooms: ‘Hard Astern!’
Consumption must be thrown into reverse gear.

A massive propaganda campaign is clearly
called for. Encouragingly, in poll after poll,
respondents declare themselves eager to live
greener, leaner lives. Yet few actually do. When
individual effect is puny and immeasurable, why,
people ask themselves, should they voluntarily
deprive themselves of all that they hold most

—

The entire world is playing
musical chairs. Soon there
will just be the one chair left
— and then the music will
stop for good

precious: travel, choice, comfort and independ-
ence? So they don’t. And the needle on the
world’s fuel tank jerks another notch downwards.
With persuasion having failed, coercion
becomes inevitable: ‘It’s for their own good, you
know.” A New Age of Abstinence is declared — to
be enforced by a great raft of new legislation.
Predictably enough, the new laws are greeted
by a new lawlessness. Selfishness becomes
pandemic. The rich, as ever, find ways to live
as they have always lived. Armed guards protect
them from the frantic poor. As world
populations multiply and water levels mount, the
landmass shrinks: now bitterly competed
for by food and agrofuels, each claiming more
of the dwindling whole. Civil wars spread like
bush fires. Day by day, as temperatures and sea
levels rise, supplies of food and fuel continue
to contract. The entire world is playing
musical chairs. Soon there will just be the one
chair left — and then the music will stop for good.
The End

The scary thing about this melodramatic sce-
nario is that, although we remain comfortably
confident it won't turn out like that, it doesn’t
unduly strain credulity. Given the facts that are
now almost universally accepted, it could indeed
turn out a bit like that. If demand continues to
increase for the supply of rapidly dwindling and
irreplaceable commodities, some parts of this
fictional story seem bound to become reality.
We may choose to disagree about when — but
whether seems less and less a debatable issue.

Somehow, perpetual growth and heedless
personal consumption will have to be re-exam-
ined and repositioned. And so will the function
and practice of marketing.

Marketing, understandably, is seen as being
indissolubly linked to the encouragement of
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consumption: after all, that’s what almost all
marketing effort has been directed towards.
Virtually every marketing plan the world has
ever approved contains growth targets: more
volume, more share, more profit, more
consumers, more consumption.

And it’s because marketing is seen as synony-
mous with the encouragement of consumption,
much of it increasingly thought to be improvi-
dent, that marketing could well be destined to
become the villain of this story. Take the parallel
case of juvenile obesity: a serious problem in
many of the more developed nations. Though
the causes are known to be multiple and
complex, the obvious and immediate culprit to
identify is marketing. So the banning of
advertising of high-fat foods is the obvious and
immediate step to take.

Faced with the need to curb consumption, it
would be politically very tempting for govern-
ments to demonstrate their decisiveness by first
demonising and then emasculating marketing.
There aren’t a lot of votes in marketing and if
you don’t think about it too deeply, it seems to
make sense.

In fact, of course, to penalise marketing
through taxation or legislation would be not
only wrong-headed; it would also compound our
problems. It may seem perverse; but despite
the fact that the great gods of growth and
consumption are about to be challenged as never
before, we’re also going to need marketing as
never before. It will just demand a greatly
improved understanding of what marketing is
and what marketing can do.

There can surely be no doubt of the need for
wholesale changes in people’s attitudes and
behaviour. In our fictional fantasy, persuasion
failed; in real life, it can’t be allowed to. People’s
behaviour will change not because we’re
instructed to change but because we choose to
change. And we’ll choose to change only when
we’re encouraged to see, not just the penalties of
failing to change but an alternative way of doing
things that offers more than mere survival.

Marketing’s proven value in stimulating
invention has been allowed to fade from general
consciousness. It urgently needs to be revived.
That torrent of invention that first created the
Industrial Revolution and then sprang from it
now needs to be matched and then surpassed.
With any luck, it’s begun already. The human
ingenuity that inadvertently created the mess
we’re in will have to get us out of it. And proper
marketing will be essential both in creating the
demand and spreading the word.

Ralph Waldo Emerson is widely believed to
have said, ‘If a man write a better book, preach a
better sermon, or make a better mousetrap, tho’
he build his house in the woods, the world will
make a beaten path to his door.” As it happens,
there’s absolutely no direct evidence that

—

Emerson ever said such a thing — which is just
as well since it’s self-evident rubbish.

For the inventor of the better mousetrap,
if both he and the world are to benefit from that
invention, it needs to become known; its
existence and its advantages need to be brought,
quickly and persuasively, to the world’s attention.

When inventive people know that there’s a
vast latent demand for new things; and when
they know that, once having been invented the
world can be told about those things, they’ll be
inspired to invent. And, just as importantly,
companies and investors will be encouraged to
invest. Who's going to invest in a new
mousetrap (or a revolutionary new storage
system for electricity) that’s destined to remain
forever undiscovered in the depths of a wood?

Most of the things that need to be invented
probably haven’t even been identified yet. The
only certainty is that there will be thousands of
them - and they’ll range from the apparently
trivial to the unimaginably immense. More
attractive low-energy light bulbs will have their
place; and so, with luck, will an affordable, func-
tioning hydrogen fuel cell.

Meanwhile, a combination of fiscal incentives
and disincentives, responsible reporting and the
occasional, inevitable man-induced human
disaster will gradually nudge that mysterious
consensus called public opinion into thinking
quite differently about growth and consumption.
As always, attitude change and behavioural
change will occur not sequentially but in
parallel. So those new inventions, and those new
developments of existing technologies, as one by
one they’re revealed and promoted, should find
an increasingly receptive public.

Nobody knows how much time we still have
but few seem to think it’s anything but urgent.
And one thing we know about good marketing
and communications is that they can greatly
accelerate the pace of change.

If the pessimists are right, at least that's
something to be grateful for.

Market Leader Summer 2008
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the centre of the strategy and the

DNA of most firms, from HP’s
‘Invent’” to Toshiba’s ‘Leading
Innovation’ to Toyota’s ‘Moving
Forward’ to Cargill’s ‘Nourishing
Ideas’. The logic is that innovation
will lead to growth and profitability.
Growth will come from innovation-
driven new products and businesses,
and profit will follow from innovation-
inspired margin increases and cost
decreases. Further, as most markets
drift towards commodity status, with
offerings becoming similar, innovation
is seen as the way to create
differentiation, thereby shielding
firms from price erosion.

Indicators of the interest in
innovation abound. Each year some of
the most influential books are focused
on innovation.!

Further, business publications such
as Business Week and Fortune regularly
have cover stories on or related to
innovation. Yet with all this interest in
innovation there is little discussion of
how innovation should be branded.
Firms emphasising innovation often
regard branding as a tactical detail.
And the subject of branding is virtual-
ly never raised in the books and arti-
cles on innovation. The focus is on the
benefits and even necessity of innova-
tion, how to make it happen, how to
overcome organisational barriers, and
how to overcome implementation
problems. Nothing on branding.

I would assert that branding

I NNOVATION is increasingly at

Innovation: brand it or lose It

By DAVID AAKER

Branding can help an organisation own an innovation, create and
dominate a new subcategory and enhance the perceived effectiveness
of the organisation. US branding expert David Aaker argues that these
benefits are often overlooked and that branding decisions should be
part of the innovation strategy.

20
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and innovation should always be
considered. A brand strategy can
enable, sometimes crucially, the
potential of an innovation to be
realised. There are times when you
literally need to brand it or lose it.
Branding, it should be emphasised,
does not mean putting a name and

David Aaker is Vice-Chairman of Prophet Brand
Strategy

Market Leader Summer 2008
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logo on an innovation. Rather, it
means that a brand is developed
guided by a coherent brand strategy
and supported over time by actively
managed, adequately funded brand-
building programmes. An ill-con-
ceived, poorly executed brand strategy
will not be helpful. Further, not all
innovations will merit a resourced,
actively managed brand-building
programme. Far from it. There is a
real risk of overbranding with its
resulting confusion and under-
resourced brands. To merit a brand,
the innovation needs to represent a
significant advance, be valued by
customers and merit investment
over time.

With that caveat, this article will
discuss the upside of branding an
innovation in the context of three
distinct innovation roles: creating or
improving an offering, creating a new
subcategory, or influencing the
perceived innovativeness of a corpo-
rate brand.

Creating or improving an
offering

Innovations directed at creating or
enhancing the value proposition of a
business to the customer can combat
the slide into a commaodity status with
the associated margin erosion.
However, when the innovation is not
branded the impact is usually
short-lived, if it occurs at all.

Amazon developed a powerful
feature — the ability to recommend
books or whatever based on a
customer’s interests as reflected by
their purchase history and the
purchase history of those that bought
similar offerings. But, tragically it
never branded it. As a result, the
feature became a commodity that is an
expected feature of many e-commerce
sites. If Amazon had branded it and
then actively managed that brand,
improving the feature over time, it
would have become a lasting point of
differentiation that today would be
invaluable. It did not make that same
mistake with One-Click, a branded

Market Leader Summer 2008
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Figure 1 WHY BRAND INNOVATION?

Aids communication
Brand can represent
complex narrative

Own the innovation
Better withstand
competition

Branding the

innovation

Visibility enhanced
Aids recall
and recognition

Add credibility/
legitimacy
Brand signals worth

service that plays a key role in defining
Amazon in what has become a messy
marketplace.

The problem with sliding innova-
tions into the existing offering is two-
fold. First, the market is made up of
those who are not motivated or
perhaps not able to sort out claims and
the rationale behind those claims. A
coping strategy is to ignore what are
seen to be confused and contradictory
competitive claims. As a result, an
innovation not anchored by a brand
simply fades in the muddled environ-
ment. Second, any dramatic visible
improvement is likely to be quickly
copied or appear to be copied by
competitors so that any belief that a
unigue point of differentiation has
been achieved will recede as the
perception that competitors have
matched the advance carry the day.

Branding changes all that. A new
offering can have its own brand
(NetFlix), endorsed brand (Apple’s
iPod), or subbrand (Glad Press’n
Seal). Further, an innovation that rep-
resents a feature (Cadillac’s OnStar),
ingredient  (Dove’s  Weightless
Moisturiser), or service (Best Buy’s
Geek Squad) could also be branded
directly. A brand provides several
powerful functions most of which go
back to branding basics (see Figure
1).2 First, a brand makes communica-
tion more efficient and feasible. A new
product or product feature, for
example, may lack interest among the
target audience. Even when the

—

communication registers, it can be
perceived as too complex to warrant
processing and linking to an offering.
The act of giving the product or
feature a name can provide a vehicle to
summarise a lot of detailed information.
A name such as Oral B’s Action Cup
provides a way to crystallise detailed
characteristics, making it easier to both
understand and remember.

Second, a brand name can help make
the innovation visible because it pro-
vides a label for the ‘news’. As a result,
it is likely that it will be easier to
achieve higher recall and recognition
scores around the innovation. It is
easier to remember a brand name than

|
Innovations directed at

enhancing the value
proposition of a
business can combat
the slide into a
commodity status with
the associated margin
erosion. However,
when the innovation is
not branded the impact
is usually short-lived, if
it occurs at all
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The iPod created a subcategory that
involved more than playing music.

the details of a new offering or a
branded feature or service. In fact, one
of the characteristics of a good brand
name is that it is easy to recall.

Third, a brand can add credibility
and legitimacy to a claim. An
unbranded claim, a better fabric or a
more reliable engine is likely to be
interpreted as another example of
puffery. The brand specifically says
that the benefit was worth branding,
which is not only meaningful but
impactful.

One study showed that the inclusion
of a branded attribute (such as ‘Alpine
Class’ fill for a down jacket, ‘Authentic
Milanese’ for pasta and ‘Studio
Designed’ for compact disc players)
dramatically affected customer prefer-
ence towards premium-priced brands.3
Respondents were able to justify the
higher price because of the branded
attributes.

Fourth, and perhaps most impor-
tant, a brand provides the potential to
own an innovation because a brand is
a unique indicator of the source of the
offering. With the proper investment
and active management of both the
innovation and its brand, this owner-
ship potential can be extended into the
future indefinitely. A competitor may
be able to replicate the offering or its
new feature, ingredient or service, but
if it is branded, it will need to
overcome the power of the brand.
Another firm can copy the objective

22

features of Apple’s iPod or Westin’s
Heavenly Bed but there will be only
one authentic product and that is the
one carrying the brand name.

Managing the perceptions of
a new subcategory

There is a spectrum of innovation,
from incremental to substantial to
transformational. Especially when a
transformational innovation occurs,
an opportunity often presents itself to
create a new subcategory or category,
to change what people are buying.
The challenge is first to make sure
that the subcategory is selected by
customers and second to make the
brand the dominant choice. Winning
occurs not because a competitor’s
brand is rejected but, rather, because
the competitor’s brand is not seriously
considered as relevant to the new sub-
category. When an innovation has the
potential to create a new subcategory,
branding that innovation can help
make sure that the opportunity is
realised. A branded innovation can
provide a vehicle to define, position
and dominate the new subcategory.

The opportunity is to equate the
branded innovation with the new
subcategory and use the brand to
define, position and dominate the
new subcategory.

Under subcategory competition (as
opposed to brand competition), a key
step is to make sure that the
subcategory is selected. A brand can
play a key role by helping to define
and position the subcategory. So the
Westin Heavenly Bed, for example,
introduced in 1999, defined for some a
subcategory within the hospitality
industry: hotels with premium beds.
As the innovator, Westin managed the
subcategory by defining premium
beds around the Heavenly Bed. By
extending the subcategory scope with
the Heavenly Bath brand, it made it
harder to copy the concept.

The early market leader brand has
the potential to position or reposition
the whole subcategory, making it
more appealing. Winning the subcate-

—

gory battle for relevance can be more
important and impactful than winning
a brand share fight. Asahi, as the dry
beer subcategory innovator and early
subcategory leader in 1986, positioned
the subcategory with respect to taste
(sharp, clean, less aftertaste) and
personality (young, energetic, aggres-
sive, innovative). A few years later
when it became the clear category
leader, it repositioned dry beer as
being global, a market leader, and
delivering the freshest beer, and, as a
result, created a market share surge.
Asahi leveraged the resulting subcat-
egory success and its subcategory
dominance to go from a 10% also-ran
in 1985 in the highly competitive
Japanese beer category to a marketing
share leader less than 15 years later.

When the brand defines the sub-
category it will take on the character-
istics of the brand. Further, the brand
will become the most visible option
for the subcategory. The inevitable
result will be that the brand is also
considered the most relevant brand,
perhaps the only relevant brand, for
the subcategory.

One goal of subcategory manage-
ment is to define the subcategory to
include features that influence which
brands are relevant. Consider the
iPod. When it arrived there was a
category, MP3 players. The iPod
created a subcategory that involved
more than playing music. With
a design that was cool, elegant and
compact, with easy-to-use features,
it was visually and experientially
appealing — characteristics difficult to
deliver credibly in that general space.
Additionally, the companion brand,
iTunes, provided easy access to music
and other entertainment vehicles plus
computer-based management of the
iPod content inventory. Thus the
category was defined in such a way
that Apple’s iPod was the only game in
town. The iPod subcategory earned
credibility and clarity by linking with
the Apple and Steve Jobs brands.
Competitors emerged, such as
Microsoft’s Zune, but struggled
because they were perceived to be

Market Leader Summer 2008
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deficient with respect to some of
the attributes even though that
perception was not always accurate.
Attribute perceptions attached to
the brand iPod became difficult
to overcome.

Research has shown that the
development of new subcategories or
categories, on average, creates above-
average profits because when
competitors become less relevant,
then the marketplace will become
more attractive. Chrysler pioneered
the minivan subcategory in 1983, sold
over 200,000 cars in its first year and
maintained leadership in the subcat-
egory for at least a decade, which
created a profit stream that helped it
survive. In one study of 108 business
launches, those 14% that were cate-
gorised as creating new sub-categories
had 38% of the revenues and 61% of
the profits of the group.4

‘Perceived innovativeness’ of
an organisation

Branding an innovation will also pro-
vide another benefit. It can affect the
‘innovativeness’ image of the organi-
sation brand, which is often the corpo-
rate brand, resulting in two benefits.
First, an innovative image provides
credibility to new products. Research
has shown that an image of being
innovative will enhance the prospects
for new products — particularly, prod-
ucts that are different from their pred-
ecessors. Second, an innovative repu-
tation will enhance the attraction of
the firm to customers. It will provide
energy to a firm. In fact, the best ener-
giser is an innovative product, espe-
cially one that has a buzz around it.
Further, innovation can contribute to
a firm’s stature because of its associa-
tion with success and leadership.

It is not easy to achieve an innova-
tive reputation. In fact, most firms
aspire to be perceived as innovative,
but few break out of the clutter.
Branding the innovation can poten-
tially help make the innovation visible,
communicate its features, and provide
credibility and substance to the effort

Market Leader Summer 2008
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Toyota, one of the top three firms in the Business Week — Boston Consulting Group
list of the World’s Most Innovative Companies in 2007, was helped by the success
of the Prius.

to affect the perceived innovativeness
of the organisational brand.

Consider the top three firms in the
Business Week — Boston Consulting
Group’s list of the Worlds Most
Innovative companies in 2007, based
on a survey of top executives.5 Each of
these positions was undoubtedly influ-
enced by branded innovation. Apple,
the top firm, rode the success of the
iPod, iTunes and iPhone. Toyota, the
number three firm was helped by the
success of the Prius. Even Google, the
number two firm, which does not
espouse any brand strategy, benefited
from branded innovation that helped
create its leadership position in inter-
net advertising, namely Adwords and
Adsense.

Sony, the number 13 firm in the
survey and, until recently, the number
one firm in Japan on the innovative-
ness scale, is given credit for being
innovative despite a dismal record in
the last two decades in terms of actu-
ally delivering innovation. This repu-
tation is largely based on its branded
innovations of the 1970s and 1980s,
starting with the Trinitron TV tech-
nology introduced in 1968, which
enabled Sony to take a lead in the TV
market over two decades. Then came
brands such as  PlayStation,
Handycam,Vaio, and AIBO that, even
today, influence perceptions of Sony.

The fact that branding an innova-
tion can help affect the perceptions of
a brand with which it is associated has
theoretical and empirical support.

—

There is a large body of evidence in
psychology that the perceptions of an
object will be affected by what is
associated with it. A person’s personal-
ity is affected by their clothes, friends,
activities and living space among other
things. They all send signals as to what
type of person they are. A brand’s
image is associated, for example, with
the colour of the product or package,
the price, the music in an ad and the
store in which it appears. The organi-
sational brand that can be linked to a

I
There is a large body of
evidence in psychology
that the perceptions of
an object will be
affected by what is
associated with it.

A person’s personality
is affected by their
clothes, friends,
activities, and living
space, among other
things. They all send
signals as to what type
of person they are

23
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Figure 2
BRANDED INNOVATION
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branded innovation will benefit from
that association. The brand can help
make the innovation and its link to the
organisational brand more salient.
There is also empirical evidence that
one brand can drive perceptions of
another linked to it. One study of a
quarterly database of high-tech firms
found that brand equity as measured
by attitude towards the brand seldom
varied from quarter to quarter.b
However, one exception was the
observation that the brand IBM
significantly improved at the time that
the ThinkPad brand got traction in
the marketplace. Even though the
brand ThinkPad was a tiny part of
IBM’s sales, it moved the IBM brand.
More evidence comes from an
annual survey by Nikkei BP
Consulting that rates over a thousand
brands in Japan along some 15 dimen-
sions including innovativeness.”
Analysis of the survey data over eight
years shows that correlation between
changes in the innovativeness scores
of innovation subbrands and changes
in their parent brand score over 72
data points is 0.44. Also, if the six sub-
brands that were in the top ten some-
time during the last five years are
examined, the relationship is strong.
For example, Nintendo’s perceived
innovation score went from 70 in 2006
to 114 in 2007 and to 127 in 2008
(when it was far and away the most
innovative Japanese brand), while the
subbrand Nintendo DS in the same
time frame went from 73 to 114 to 118
(where it was the number 2 most inno-
vative brand in Japan). During anoth-

24

er three-year period, the Apple image
went from 74 to 80 to 71 while its sub-
brand iPod went from 89 to 115 to
106 and the subbrand au (a mobile
phone service) went from 82 to 88 to
104 while its parent brand, KDDI,
went from 78 to 82 to 94.

A final word

The forgotten dimension of innova-
tion is branding — not just applying a
name and logo but creating a brand
supported by a strategy and an actively
managed brand-building programme.
Unless an innovation is branded, there
is the risk that the innovation could
fade into the crowded marketplace
and see its life shortened. The return
on investment could then be reduced
by orders of magnitude.

Branding has the potential to
own an innovation over time, to add
credibility and legitimacy to the
innovation, to enhance its visibility,
and to make communication more
feasible and effective. When a trans-
formational innovation that creates a
new subcategory is involved, a brand
can help to define, position and
dominate that new subcategory.

Finally, a branded innovation can
add new product credibility and ener-
gy to a corporate brand. Not all
innovations should be supported by a
strong, actively managed brand, but
the brand decision should be part of
the innovation strategy.

daaker@prophet.com

—
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China, India and Korea: the new ge«

By CHARLES LEADBEATER AND JAMES WILSDON

In this article —
based on the
Demos Atlas of
Ideas project —
Leadbeater and
Wilsdon argue that
the West is no
longer the
dominant source
of innovation,
given the speed
and scale of
activity in China,
India and Korea.
Britain now needs
to develop a
distinctive national
innovation strategy
for an economy
based on services,
culture, media and
software.
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N THE OUTSKIRTS of Shanghai,

1,000 researchers are working in a

state-of-the-art Intel research facility
that was built from scratch in just five
months. By 2012 there will be 10,000 spread
over two sites. In Beijing, engineers at
Ericsson’s research centre are developing
routers for mobile phone systems at a third
of the cost of those in Europe. On the edge
of Delhi, among the call centres and new
shopping malls, Ranbaxy, the Indian drug
company, has opened an R&D centre with
2,000 scientists, modelled on a Bristol Myers
Squibb facility in the US. In Daejon in
South Korea, geneticists equipped with the
latest gene sequencing machines are gener-
ating world-class stomach cancer research
after just three years. The knowledge parks
and high-tech zones springing up across Asia
are demolishing the barriers to entry into
scientific innovation.

Flowing through the airports that serve
Asia’s innovation hotspots are the people
who make this shiny hardware work:
research scientists, corporate innovation
managers and serial entrepreneurs, flooding
back mainly from the US and carrying with
them western management methods, money;,
contacts and ambition. They are attracted by
a potent cocktail: fast-growing markets;
plentiful state funding for research; and
middle-class lifestyles in the increasingly
cosmopolitan cities that they can call home.

The reverse migration of these nomad
innovators heralds a new phase of globalisa-
tion, one in which ideas and innovation will
flow from many more sources. In the last 30
years, global supply chains have transformed
how we make products. Our pensions,

Charles Leadbeater is a leading authority on
innovation and creativity. James Wilsdon leads the sci-
ence and innovation programme at Demos.
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savings and bank accounts now depend
upon  seamlessly  connected global
markets. Something similar is about to
happen to the way we develop and
apply ideas. Innovation will emerge from
global networks that link research, testing,
development and application.

We used to expect new ideas to come from
the universities and research laboratories of
major companies in the US and Europe.
Technology flowed from this innovative core
to the technologically dependent periphery.
No more. The core and periphery are being
scrambled up. Places that were on the mar-
gins of innovation ten years ago — Bangalore
and Pune in India, Daejon in Korea,
Shanghai and Shenzen in China — are now
essential stopping-off points in the continu-
ous flow of people, ideas and technologies
around the world.

The rise of China, India and South Korea
will remake the innovation landscape. US
and European pre-eminence in science-
based innovation cannot be taken for grant-
ed. The centre of gravity for innovation is
starting to shift from west to east.

What is at stake?

Yet the rise of innovation from China, India
and Korea is also feeding a climate of anxiety
in Europe.

Britain must avoid making two big mis-
takes. First it must wake up to what is
unfolding in China and India, and not
respond with too little too late.

Second, it must work to prevent a global
retreat into techno-nationalism, and instead
evangelise for a cosmopolitan approach to
innovation.

The rise of Asia will inevitably challenge
our position in knowledge-based industries.
More knowledge jobs will go offshore.
Research and development will become
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more international. In the long run, China,
India and Korea will start to earn more from
exploiting their own intellectual property,
and our share of income from intellectual
property may decline.

However, it would be extremely short-
sighted to view these developments purely as
a competitive threat. Britain can prosper
from global innovation networks, as it has
from the internationalisation of financial
services, but only if we choose not to isolate
ourselves from global flows of knowledge.
We need to act decisively to make ourselves
central to global innovation networks, based
on a longer-term view of what is at stake
both for Britain and the rest of the world.

Innovation in Asia may accelerate develop-
ment and raise incomes, creating a larger
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market for British services. The resources
India and China are devoting to innovation
are large, but still feeble when set against the
challenges of poverty they face. In India, 390
million people live on less than $1 a day,
often without clean water and electricity.
Some of China’s poorest regions have a stan-
dard of living on a par with that of the poor-
er parts of Africa. These countries need
innovation to deliver tangible social
improvements. The more successful they
are, the more opportunities there will be for
Britain to trade with them.

Innovators in Britain may also be more
productive if they can collaborate with Asian
partners with complementary skills, for
example in the application and development
of technology. Our hubs of scientific

—
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Korea plans to be
a world leader in
biotechnology and
nanotechnology
through doubling
investment in R&D.
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innovation, in London, Cambridge, Oxford
and Manchester, should attract inflows of
talent from around the world, just as the
City of London has.

If more researchers are doing more sci-
ence, with ever more powerful computers,
this increases the likelihood of meeting the
global scientific challenges we face: from
low-carbon innovation to vaccines against
pandemics. More brains, working on more
ideas, in more places around the world, are
good news for innovation. Out of that may
come new fields of science, such as synthetic
biology, and new methods that transform
how science is done.

There is no single Asian innovation
model

China, a country whose leaders mostly
trained as engineers, is now engaged in the
biggest mobilisation of scientific resources
since John F Kennedy launched the race to
put a man on the moon. Massive increases in
government R&D spending, rising multi-
national investment in innovation, and flows
of researchers, entrepreneurs and managers
returning from Europe and the US are
fuelling China’s ambitions to become a sci-
ence superpower, less reliant upon foreign
technology thanks to a new generation of
home-grown high-tech companies. China
hopes that its most innovative regions will
soon be where South Korea is now.

—

South Korea emerged in 1960 from a
ruinous civil war, its economy on its knees,
with virtually no natural resources, low lev-
els of literacy, just 800 graduates and GDP
per capita on a par with that of some African
states. With US support, the state orches-
trated rapid industrial development, working
hand in glove with a group of large family-
owned companies. That provided the base
for Korea’s ambitions to become a knowl-
edge driven economy, with R&D set
to reach 3% of GDP by 2010. Korea
plans to be a world leader in biotechnology
and nanotechnology, through doubling
investment in R&D to expand the
scientific research workforce from 180,000
to 250,000. Korea’s well-educated popula-
tion, connected by pervasive broadband and
mobile phone penetration, could unleash a
wave of mass innovation in media
and services.

India is a different story altogether. China
is a one-party state, India an imperfect but
vibrant democracy. In Korea the state
orchestrated development; in India the state
is chaotic at best, and at worst a drag on
innovation. In Korea, work is defined by the
phrase ‘hurry, hurry’; India is more languid.
China is seeking to become a source of
‘independent innovation’; India has already
turned away from that goal.

Political independence from Britain in
1947 ushered in a concerted attempt to build
a self-reliant Indian science and innovation
system. But since India opened its economy
to international investment and trade in
1991, it has positioned itself as an inter-
dependent innovator, serving multinational
companies and creating technologies for
global markets.

India’s innovative energy comes from its
people: 2.5 million graduates a year, 350,000
of them engineers. By 2015 India could be
producing 1.4 million graduate engineers a
year. At the heart of this is a group of global
Indians, who many hope will lead the coun-
try’s transformation. India does not have an
innovation system but an innovation class:
the global, non-resident Indians who are
embedded in social and business networks
that connect India to Silicon Valley
and beyond.
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In the hall of mirrors

Judging what kind of innovations these three
different countries could produce is compli-
cated. It is easy to both underestimate and
overestimate what they are capable of. It is
like being in a fairground hall of mirrors: the
same statistics can simultaneously look very
large or very small depending on your van-
tage point. In India these problems are fur-
ther compounded because reliable informa-
tion is sometimes not available.

Four problems bedevil attempts to make
reliable judgements about the strength of
these innovation systems.

1. Quantity does not mean quality

India has a huge pool of young graduates but
perhaps only 10% of them have an education
of international quality. Korea produces
scientific papers in prodigious quantity but
most tend not to be heavily cited by other
scientists, which suggests that their quality
and originality is not high.

2. Choose the right yardstick

China and India’s aggregate output of
science and scientists is growing fast. Yet, set
against the size of their population science is
under-developed: India produces large num-
bers of engineers in global terms, but still
only 5% of its population go to university.

3. Inputs do not equate to outputs

Innovation measures focus on the resources
being pumped into science and research.
How productively these resources are used
also matters. Here the picture is more mixed.
In China, for example, it is common for
policy makers to point out that world class
hardware and infrastructure for innovation
does not equate to world-class culture and
software for innovation.

It is still early days. Korea seemed to be
leading the world in stem cell research until
the results of now disgraced researcher Dr
Hwang, then Korea’s supreme scientist, were
exposed as fraudulent. Similar ‘science bub-
bles’ may inflate in China where resources
are pouring into a research system that
insiders say is rife with plagiarism. China
faces larger uncertainties over whether eco-
nomic growth can be maintained, the
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prospects for political reform, and whether
top-down planning will stifle innovation
even as it funds it. In India the inequalities
associated with globalisation have provoked
a cultural and political backlash that has
forced politicians to refocus on the needs of
the rural poor. Only ten years ago, India was
still seen by many as case for aid; now equally
erroneously it is sometimes assumed that
India is becoming a vast software park.

4. Innovation is not linear

It does not roll off a production line, with
researchers, equipment and resources going
in at one end, and papers, patents and appli-
cations flowing out at the other. China, India
and South Korea will be more significant
sources of innovation in future.

Yet predicting where things are headed
next is tricky. The already significant
differences between these countries’
approaches to innovation may grow rather
than diminish.

Each country and the regions within it will
produce innovations that reflect their partic-
ular strengths and weaknesses. China’s and
Korea’s development is based on products;
India’s growth relies on services. In China
the state is at the centre of innovation
efforts, in India the impetus comes from
social networks and the private sector, and in
Korea, the chaebol have surpassed the state
as the largest funders of R&D. China’s
innovation system is directed towards long-
term goals; India’s is diffuse and chaotic.
China is not a democracy; India is. China
wants independent innovation to lessen its
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reliance on the west. India is positioning
itself as an interdependent innovator to
connect with the west; China’s innovation
ideology is laced with techno-nationalism,
India’s with the cosmopolitan confidence
of the global Indian elite. Compared to
China, democracy may be India’s strongest
card: ensuring the freedom to think
and debate that may prove critical to long
term innovation.

Where Britain stands

Britain needs to learn lessons from those
industries. The innovative part of the British
car industry is now confined to a global
niche making Formula One and Indy Cars,
after long-drawn-out efforts to rationalise
the British mass production car industry ran
into the ground. Britain’s science and inno-
vation system might end up in just such a
niche unless it embraces reform, raises its
productivity and makes international collab-
oration central to its way of working.

The City of London could also have ended
up as a cottage industry in world terms. But
in the 1980s, its arcane practices were swept
away and now the City is firmly established
as one of the world’s leading finance hubs.
Britain’s goal should be to develop the same
‘City of London’ model for science: cosmo-

—

politan, skilled and efficient; open to new
entrants and technologies; supported by
trusted but business-friendly regulators.

Steering British science and innovation
will mean facing some tough strategic choic-
es that go beyond simply levels of funding
for R&D. Britain will not be able to compete
with the scale and low cost of innovation
resources in Asia. It will have to compete by
using its resources more productively and
creatively. That will require reforms to how
science is funded, to promote innovation and
research across disciplines; strengthening
links across the innovation ecosystem
between universities, business and finance;
and ensuring that a culture of creativity and
exploration thrives in universities.

Britain will need to make choices about
which areas of science it wants to specialise in
as other places build up their capabilities. It
will need to rethink how it collaborates inter-
nationally and with whom: for example, by
merging more British science programmes
with partners in Europe or the US to gain
economies of scale.

How Britain governs and regulates science
will be critical to this, securing public trust
through greater and earlier openness to
debate, while simultaneously supporting
innovation in leading-edge fields such as stem
cell research. Britain should lead the world in
the good governance of innovation.

All this needs to be wrapped up in a distinc-
tive, national story of innovation, in an econo-
my that is largely based on services, culture,
media and software. Too often, innovation
policy has been designed to fight the last war,
to revive Britain’s vanishing manufacturing
base, rather than to prepare for the next.

Britain needs an approach to innovation
that is not just about the scientific elite, the
trendy creative class or entrepreneurial
heroes, but that recognises the contribution
that everyone can make as consumers, citizens
and creators. And this message must be cast in
terms of cosmopolitan innovation: Britain as a
place that is open to the world’s best ideas,
and that will support anyone from anywhere
to put those ideas into practice.

charlie@charlesleadbeater.net
james.wilsdon@demaos.co.uk
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Why the consumer should

not be the king in India

By JITENDER DABAS

India you would be likely to reach the

conclusion that the rudeness you
observe towards service providers — mobile
phones, banks, credit card providers etc —
comes from consumers experiencing poor
standards of service and/or that the quality of
service is fast deteriorating. In fact, the reali-
ty is quite the opposite.

About ten years ago it used to took 15 days
to three months to get a telephone installed.
Today it takes less than 24 hours for an active
landline connection and you can have an
active mobile phone connection almost
instantly. The approval time for a home loan
has come down from months and weeks to
five to seven days. You can apply and get a
credit card almost instantly. The time

T HE CHANCES ARE that if you are in
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required to get cash from a bank has almost
come to nil thanks to technologies like
AT Ms, compared to the half day that it took
a while back.

Now, consider the brand choice equation.
As recently as ten years ago, there was one
telecom service provider, one life insurance
company and not more than four or five big
banks to choose from.

Today there are more than five telecom
service brands, more than 10-12 insurance
brands, almost all of them partnered by the
world leaders.

There are more than 20 banks to choose
from — all of them armed with the latest
technologies. More than half a dozen airlines
are ready to fly you through the day between
different cities.

—

B, B

The dilemma for
service providers in
countries with
defined hierarchical
norms is fascinating.
Jitender Dabas
argues that the
increasingly rude
behaviour of
Indian consumers
towards service
providers comes
from following the
Western ‘customer
is king’ model.
Companies need
to be more
commanding and
less sichophantic.
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In light of this, the often highly aggressive
behaviour by consumers clearly defies logic.
Even more intriguing, is the typical
consumer behaviour before all this. Ten
years ago, the line man from the state-
owned BSNL would come and install the
telephone after a month and a half of apply-
ing for it, and most consumers felt very
obliged and happy to offer him sweets and
warm hospitality. Now the same time has
been cut down to 12-24 hours, but agitated
consumers are chiding the hapless new serv-
ice providers for taking so long. In short
consumers are having the best time of their
lives as service brands are treating them as
kings.

So while brands in all service sectors are
stretching themselves to ‘delight’ middle-
class consumers, an almost inverse relation
is developing between the efforts that serv-
ice brands are putting in to pleasing the
consumer and the respect that the consumer
shows towards them. The harder companies
try, the worse they are treated.

Today, even some of the international
brands in areas like financial services have
started to lose the global ‘halo’ that used to
fetch them a premium. Therefore the
brands need to worry. Not just because the
consumer is getting irritated or behaving
badly, but because their brand premium has
begun to erode.

Why the sudden rudeness towards
service brands?

Is this the revenge of the consumer? One
theory says that after years of being treated
shabbily consumers finally have choice and are
venting built-up frustrations. But logic says

why should they be unhappy about
getting what they wanted and more?

The second hypothesis is about the
intensity of competition in the market raising
consumer expectations to a level where they
become insatiable and unhappy. Some also
suggest that the increased brand choice across
all categories has turned consumers into
spoiled children, hence the bully behaviour.
But, strangely, even in low-choice categories
the rude behaviour is already prevalent.

But none of this explains the increasingly
rude and intolerant behaviour from the
culture of middle-class Indians which is
essentially tolerant and polite.

The new power equation

What has changed in the last few years is
that consumers have become more powerful
because of the choices resulting from the
opening up of service sectors to private play-
ers. But why would this necessarily lead to a
change in people’s value systems?

The answer lies in an understanding of
Indian social structure and the abilities of its
sub-parts to handle power.

A look at the social structure in Indian
society would reveal a pyramidal construc-
tion with the power gradient being steep
between levels and classes — a structure, it
should be emphasised, in which Indians are
very comfortable. And the truth about such a
structure is that you either look up or down
at other people; there cannot be a third way.
A relationship of equality cannot exist in
such a structure. Therefore the only
relationships which Indians have experi-
enced comfortably are of either superior or
subordinate.

Added to it is the historical inexperience of
the mainstream of society in handling
power. Whenever a section of the middle
class has acquired power, its behaviour sud-
denly becomes rude and arrogant. (The
neo-rich class has at times tried to assert its
dominance in a particularly aggressive and
ugly way).

Mainstream Indians (the middle class) are
bad masters in that they don’t know how to
handle authority. The ‘caste’ nature of
Indian society reveals this fact. Compared to
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middle-class people in many Western
societies, who are polite and friendly to bar
tenders or waiters or car valets, Indians have
never been particularly courteous to people
who perform menial tasks.

Power distance theory

A more scientific understanding of this
behaviour comes from the study of different
cultures by the anthropologist, Geert
Hofstede (2006). The Hofstede model of five
dimensions of national cultures analyses and
differentiates societies from 50 countries on
the basis of five dimensions — power distance,
uncertainty avoidance, individualism, mas-
culinity and long-term orientation.

Of relevance here is the power distance
dimension, defined as the extent to which the
less powerful members of organisations and
institutions (like the family) accept and expect
that power is distributed unequally. The most
important aspect of the theory is that, in
many societies, the level of inequality is
endorsed by the followers as much as by the
leaders. All societies are unequal, but some
are more unequal than others. How people
willingly accept or reject these inequalities is
the basis for Hofstede’s distinction between
small and large power distance societies.

The key characteristic of a large power dis-
tance society, is that power is a basic fact of
society antedating good or evil: its legitimacy
is irrelevant. This is supported by parental
emphasis on obedience, the dominance of
teacher-centred education, unquestioned
acceptance of hierarchy and a highly uneven
income distribution.

India has a power distance index (PDI) of
77 as compared to the world average of 56.5.
(Other countries with similar scores are
Russia, Mexico, Rumania and some of the
Arab countries). This power distance score
for India indicates a high level of inequality of
power and wealth within the society.

But what it is important to understand is
that this condition is not tolerated resentfully,
but rather accepted by the population as a cul-
tural norm. To some extent this explains the
legitimised and comfortable existence of the
caste system and other hierarchical behav-
iours that would be unacceptable in Western
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societies. The fact that this inequality is
endorsed as much by the followers as by the
rulers explains why, in spite of being a democ-
racy, Indians are still obsessed with one fami-
ly rule, they revere our cricketers and worship
their movie stars as gods.

This is where India differs from many
Western cultures like Sweden, the UK, the
US and Australia which have very low PDI
scores (less than 40) and where relationships
between classes are more equal and less
hierarchical.

How is this relevant to brands?

What this means is that in low power dis-
tance societies it is possible for brands to
have a relationship of equality with the
consumer. The brands can ascribe the status
of ‘king’ to the consumer and yet retain the
status of equal in the hierarchy. This is
difficult in high power distance societies
like India and others. And herein lies the
reason for the problems service brands are
facing in controlling their relationship
with consumers.

The development of service sectors in the
economy happened first in the industrialised
West. So the theories of service marketing
and models of service brands have taken
shape in societies with lower power distance.
Putting the consumer at the centre of every-
thing and treating them as ‘king’ came natu-
rally since the inequality between different
social levels was never too high and egalitar-
ianism is a recognised social value.

But in cultures that support strict hierar-
chical relationships, the servile nature of the
service brand is a major handicap if they fol-
low the ‘consumer is king’ model. It means
they become subservient to the consumer in
the equation and hence consumers begin to

—
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treat them with the same disdain with which
they treat anyone in a subservient position in
their culture.

This explains why as service brands are
falling over each other to please the consumer,
he is treating them with more and more con-
tempt. Not that consumers like being given
importance. It's simply that rudeness is the
only behaviour they know. This also explains
why consumers were more respectful ten years
ago when they weren't treated particularly
well by the state-owned brands. In those
times, intentionally or otherwise, service
providers kept power to themselves and the
consumer who was comfortable with being on
the lower rung of the power equation gave the
brands the status of ruler and was happy to
be ruled.

But as service brands are giving all power to
consumers, it is perhaps not surprising that
consumers have started to behave like tyrants.

A challenge to premium service
brands

To be respected in such a culture, brands will
need to increase their distance in order to
assume power. If brands try to play a ‘sub-
servient’ role in such cultures they will be
treated badly.

What this translates to is that premium
brands always need to be at a higher level of
the hierarchy than consumers if they want to
protect their premium-ness. The brand
should be the king.

In a competitive market the brands that
display a servile demeanour in order to win
consumer preference will eventually end up
being exploited and bullied.

So are there examples of brands that seem to
be doing it right? The most interesting case in
point is Kingfisher Airlines, which seems to be
climbing fast in terms of brand preference
among fliers in India.

The whole experience is intended to feel like
an invitation from the king to his private king-
dom to enjoy the luxury. It offers great service
but keeps itself on a higher pedestal and
doesn’t compromise its position in the
whole equation. Therefore it is possible to
keep the consumer at the centre but still
remain in control.

—

Some principles for service
branding in India

This is not about treating the consumer
disdainfully. It is about the power equation
between the brand and its consumers. It is
about the demeanour the brand exhibits when
it deals with consumers.

The brand needs to provide good service,
but what it needs to avoid is becoming too
eager to please. For example, the more
servile and submissive telephone calls | receive
from customer service representatives, asking
if I’'m happy, the more | will start asserting my
ruler status over the brand and the more
likely I am to become rude and insulting.

Service brands needs to be careful when
they’re training their staffs in the softer skills.
They need to understand the difference
between being polite and being servile.

The CEO:s of the companies should be care-
ful not to appear too servile even if they’re han-
dling a delicate PR issue. The way Vijay Malaya
(CEO of Kingfisher) invites you aboard his
flight looks like a king issuing invitations to his
kingdom. The relationship with the consumer is
therefore stated clearly from the very beginning.

The argument that by increasing the power
distance from your consumers you will become
niche is also not correct. In fact, the brands with
high power distance from their consumers will
always be the bigger and more desired brands
than others.

After the telecoms and financial services, the
next wave of service brands to hit Indian
consumers is going to be in the area of retail,
entertainment and food services.

As global brands like Wal-Mart, Carrefour
Tesco and Indian giants like Reliance enter the
retail sector and go about creating the next set of
service brands, they will need to decide the
nature of their relationship with the Indian con-
sumer. Essential to their positioning in the
marketplace is a clear view of who will rule the
relationship.
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eties where values and decision making arise
from a more individualistic orientation (see
methodology at the end of the article).

Differences in experience and pace
of change

A direct comparison between the sets of
families in China and India would be unfair
because each is at a different life-cycle stage.
Also, social change in China has been more
dramatic and liberating in contrast to the
previous period of repression in thinking and
exposure. Thus, their need to try to explore
is much more pronounced than for Indians,
who have witnessed steadier change.

Barring the emergency and accompanied
political uncertainty of the 1970s,
Indian society has not witnessed social or
political turmoil — very unlike China’s
tumultuous past.

For example, Indians have used multina-
tional brands for decades — some of them
such as Cadbury, Lux, Surf, Horlicks — have
almost lost their ‘foreign’ identities and are
seen more like ‘Indian’ brands, whereas in
China, when people drink Coke or use Olay,
they are acutely aware they are
consuming a foreign brand: it is typically the
primary reason for its consumption.

Despite the difference in the pace of
change and the different stages in a
household’s evolution, there are still some
key comparisons that can be drawn about the
way middle-class households lead their lives
in these two societies.

Live-in relationships between young men
and women are quite prevalent and socially
acceptable in China. This is in sharp contrast
to how the Indian middle class looks at pre-
marital intimacy. Much of the romantic and
sexual behaviour of the young in China is
simply a matter of copying certain aspects
of a Western lifestyle

36
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We will look first at some of the
social contrasts.

ARelationships, freedom, romance,
sexuality. Live-in relationships between
young men and women are quite
prevalent and socially acceptable in
China. This is in sharp contrast to how the
Indian middle class looks at premarital
intimacy. Much of the romantic and sexual
behaviour of the young in China is
simply a matter of copying certain aspects
of a Western lifestyle. Consequently,
public displays of affection are much
more prevalent in China than India.
Young boys and girls are much more
expressive as they walk down the streets.
This is in sharp contrast to the more
conservative view of sexuality prevalent
among the Indian middle class. This
also shows a greater concern for ‘what
will people think’ among the Indian
middle class.

AReligion and caste-based social
segmentation. Most Chinese families are
not religious at all. The practice of religion
is a recent phenomenon, and its role is a
social one. This is in sharp contrast to their
Indian counterparts. Indians find relevance
for religion and spiritualism in almost
everything — politics, commerce and even
family and relationships. The majority
of weddings do not happen without a
matching horoscope. The first choice of a
parent from among the Indian middle class
is to get his son or daughter married to
someone from the same caste or
community. This is an antithesis to the
more caste-neutral Chinese middle class.

ASelf-expression. While karaoke nights
are niche in India, they are a mainstream
rage in China. This could once again
be seen as ‘expression with a vengeance’
among the ‘recently liberated” Chinese
middle class compared to the traditionally
more communicative and democratic
India.

There are many areas where behaviours are
quite different. We'll look at a few next.
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Doers vs talkers and destiny over deeds

Chinese middle class boys and girls are active
and outdoorsy ‘doers’, be it work or play —
fishing, barbeque, rollerblading or karaoke.
In contrast Indian boys are less active and
Indian girls leaving school do not engage in
any kind of physical or indoor sport at all. At
a cultural level this divergent behaviour is
rooted in two distinct philosophies. While
the Chinese philosophy is Confucian,
wherein the man is the doer and in charge of
his destiny, the Hindu philosophy is
driven by destiny more than deeds. An old
and familiar adage in India, ‘One cannot ever
get more than what is written in one’s
destiny or get it before the time for it
has come.’

Eating out

The Chinese are very comfortable in eating
out and do so regularly in groups. This is in
sharp contrast to Indian families, for whom
a meal out of home is infrequent, although
snacking on foreign food is becoming pop-
ular with the young.

Multiple jobs

Many young middle-class Chinese men and
women take up more than one job at a time —
attempting to improve their living
standards through the extra income.

In India, on the other hand, moonlighting
is an exception. The approach of the Indian
middle class towards jobs and employment is
much more linear and one-dimensional.
Indians aspire to the best of education for
themselves because it is a ticket to a better
life. Among the Indian middle class, dabbling
in many things at the same time is viewed as
a symbol of lack of focus or a family’s poor
financial standing and inability to support
their child’s education. The Chinese are
more instrumental: more jobs equal more
money.

Media exposure — an acknowledgement of
media influence

Younger urban households in both cultures
are typified by greater internet penetration.
However, the Chinese middle class is much
more comfortable with new media than their
Indian counterparts.
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Furthermore, the Chinese don’t feel
embarrassed about acknowledging the role
of advertising and media in their purchase
decisions. But rarely would an Indian say he
bought something because he liked the
advertisement. Indians always prefer to point
out the logical reasons for the purchase
decision (even if emotional reasons are the
drivers for purchase), typically citing quality
or price as the reason. Indians are inveterate
rationalisers in this regard.

Brand preferences and the generational
divide

The older generation in China prefers clas-
sic symbols of luxury. Young Chinese, on the
other hand, prefer brands that are differenti-
ated in design and form. This is especially
true for fashion accessories and automobile
brands. In other words, Chinese youth are
more individualistic in their choice of brands
in many categories.

Young Indian middle-class consumers,
in contrast, are more comfortable with
mainstream brands and prefer to acquire
well-known symbols of luxury/exclusivity —
suggesting they are less individualistic, less
experimental and more image conscious
than their Chinese counterparts.

This examination has enriched our
understanding of the subtleties and nuances
of these two societies and refutes — or at
least, clarifies — some of the more prevalent
myths or stereotypes. Here are some of the
more interesting conclusions:

1. India and China are collective societies
but in contrasting ways.

While the meaning of collectivism in the
Chinese middle class is more about the
household or parents, collectivism in the
Indian middle class is more about the family
or extended network of relationships, viz.
parents, uncles, aunts etc. In some ways,
affection and responsibility in China are
focused, while they are distributed in India.

2. Although India has been a democracy
for decades, the Indian middle class is far
from egalitarian.

Even after over 60 years of freedom and
independence, the Indian middle class still

—
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