
WHAT do a water-purifying agent, an
anti-bacterial soap and an anti-age-
ing cream have in common? They are
all award-winning, life-improving
products developed by Proctor & Gam-
ble (P&G) in response to real-life con-
sumer needs, wants and desires.

Going by the adage of providing
“branded products and services of su-
perior quality and value that will im-
prove the lives of the world's consum-
ers, now and for generations to
come”, P&G has created more than
300 branded products that are found
in 80 countries.

The Ohio-based company has to
date nurtured 23 “billion-dollar
brands” – those that generate at least
US$1 billion in sales each year – that
went towards the US$83 billion in rev-
enue that the company generated in
the last financial year. The company
employs more than 135,000 people
worldwide and has enjoyed 4-6 per
cent organic growth annually since
the beginning of the decade. In the
last three years, it has delivered annu-
al profit growth north of 10 per cent.
Even in the economic downturn of
2008, P&G’s earnings per share was
up 2 per cent.

At a recent seminar organised by
the Singapore Management Universi-
ty's (SMU) Institute of Innovation and
Entrepreneurship, Shekhar Mitra,
P&G's senior vice-president of re-
search and development, shared how
the 172-year-old multinational giant,
which started as a family-operated
soap and candle company, has con-
sistently developed award-winning
consumer products through its
“open” innovation network driven by
knowledge-based leadership. The
company's values of “integrity, leader-
ship, ownership, passion for winning
and trust”, have been integral to this
process.

“Innovation inspired by consumer
needs can be a powerful transforma-
tional experience,” said Dr Mitra.
P&G focuses its research and develop-
ment on products that meet needs in
the areas of health, family and “confi-
dence-building”. Whether it is an an-
ti-bacterial soap that improves the
quality of life for children in develop-
ing nations, or daily essentials like
laundry detergent and bleach, or fra-
grances and skincare products that
build up an individual’s confidence
and self-esteem, these products were
all developed with the aim of creating
a meaningful consumer experience
with long-term sustainability in terms
of product, packaging and opera-
tions.

Innovation, which is the “life-
blood” of P&G, is driven by three guid-
ing principles. One of these is having

a global view of scale. “We create plat-
forms that cut across specific consum-
er groups. There can be slight tweaks
but these scale-driven platforms can
essentially go round the globe. You
need to know your consumer targets.
When you look at consumers in cities
like Shanghai and New York, there
isn't really much difference. So when
we design Dolce & Gabbana perfume,
the chemistry inside the bottle is such
that consumers across these cities
love it,” explained Dr Mitra.

Secondly, the company believes
that innovation can only occur at the
confluence of ideas, and hence, its
openness to game-changing innova-
tion proposals from external part-
ners. “There is power in internal and
external connections and having a cul-

ture of open innovation. Many of our
products were the result of making
connections across our internal
brands and core competencies,” he
said. For example, Crest WhiteStrips,
a teeth-whitening home kit, was a
consumer product that resulted from
P&G's knowledge of bleaching tech-
nology.

“The world is an incubator of ide-
as that we have never even heard of,
and we were missing it left and right.
We had consumer inspiration that
was written into problem statements
for our top-notch creative thinkers
and we couldn't come up with a solu-
tion. So we started on this culture of
open innovation to create win-win
partnerships,” he said.

Thus, what he did was to post it on

the Internet, and he got 10 sugges-
tions each from India, Mexico and Chi-
na – all of which are large, developing
markets in their own right. “Now, the
company's extensive innovation net-
work includes governments, entrepre-
neurs, medical associations, universi-
ties and research centres. The pep-
tide technology, which was developed
by a small French cosmetics compa-
ny, and which is the key component
of its hit Olay Regenerist skincare
range, was discovered through this
network.

Thirdly, P&G's commitment to so-
cial responsibility by “providing prod-
ucts and services that improve con-
sumers' lives, in terms of health, hy-
giene and convenience” is one of their
springboards to new product crea-
tions, he said.

The most well-known ones are the
PUR water-purifying agent and the
Safeguard anti-bacterial soap. The
former was developed in collabora-
tion with the United States Center for
Disease Control and Prevention to
meet the need for safe drinking water
in rural communities. The powdered
mixture's ability to reduce bacteria, vi-
ruses and parasites in polluted water
and its compact packaging makes it a
convenient water-purification tool
that has reduced diarrhoea-related
disease in the developing world by up
to 90 per cent. It has also been consid-
ered an effective technology by the
World Health Organization.

Today, more than a billion litres of
clean drinking water have been pro-
vided by global relief organisations
such as World Vision and AmeriCares
through the use of PUR packets, and
has touched almost 10 million chil-
dren.

Safeguard, which is the world's
top-selling brand of anti-bacterial
soap, has been used to educate rural
children on basic hygiene practices,
helping them to reduce the incidence
of diarrhoea by 50 per cent. The chil-
dren then share the hygiene proce-
dures they have learnt with their fami-
lies so that the overall health of the vil-
lage is also improved. “It is an amaz-
ing instance of how innovation can re-
ally touch lives,” he said.

The innovative approach to devel-
oping consumer-meaningful products
requires the implementation of right
and left brain thinking, said Dr Mitra.
All P&G products must pass the tests
of being “meaningful, measurable
and noticeable”, that is: it must as-
sure consumer desire (meaningful),
consumer performance (measurable),
and consumer delight (noticeable).
The company uses a holistic 360-de-
gree innovation model that includes
talking to consumers and “trend influ-
encers” such as beauty journalists
and dermatologists, studying the tar-
get market, and most importantly, an-
alysing how to get the desired con-
sumer experience.

“When I create the technology that
removes spots, the consumer is not
going to buy it at any cost. We found
out that the beauty industry is not just
about products, but also deep-down
emotions. It gives us tremendous in-
spiration to fix the technology where
the ‘noticeable needs’ as well as the
‘emotional and experiential needs’
are met before it goes out. We then
highlight al l these through
‘touch-point holistic marketing’ and
bring it all to life at the stores. That's
what makes Olay a US$2.5 billion
brand,” said Dr Mitra, referring to a
leading skincare product range under
the P&G umbrella.

The journey from innovation to an
affordable and desirable product is
fraught with challenges and case stud-
ies have shown that the experiential
aspect can make or break a product.
“Even the poorest consumers in the
rural parts of India have a value equa-
tion, which is not only price but also
the experience,” said Dr Mitra. Citing
the case of bringing P&G's Crest tooth-
paste to China, he said that they ini-
tially lost market share because the
product did not converge with the pal-
ette of flavours and habits the Chi-
nese have grown up with, even
though the product was very afforda-
ble. P&G had to re-look its innovation
process to meet the value equation ex-
pected by the target market.

Building customer loyalty for each
innovative product is also an intricate
process. “When a consumer looks at
a shelf or a counter, there are two mo-
ments of truth. The first is the packag-
ing. Is it attractive and logical to what
the company is selling? The more im-
portant one is the second moment of
truth: Is it a delightful product to use
and does it bring about meaningful
change? If it happens, you're loyal to
the product,” he said.

He used the case of Olay Regener-
ist as an illustration. When this prod-
uct was launched, the trial rate – the
percentage of skincare users trying
out the product – was 6-8 per cent.
But the conversion rate was 50 per
cent, so one in two women would re-
purchase the product. “That's loyal-
ty,” he said.

Upholding the innovative culture
of P&G is a model of knowl-
edge-based leadership where techni-
cal mastery, collaboration and excel-
lent execution are deemed critical
skills. “Leaders must behave like the
CEO of the business by being self-di-
rected and visionary,” said Dr Mitra.
“They must be able to advocate vision
and business interest objectively in a
win-win manner, as well as possess
an ability to initiate action, urgency
and perfectionism on the 20 per cent
of things that would fetch 80 per cent
of results. It's important for us that
our people are entrepreneurial and
are making a difference to the lives of
our consumers.”

Thus, without the company's com-
mitment to create products that im-
prove consumers all around the
world, coupled with the firm belief
that the only way to do so is via open
innovation, it is difficult to imagine
what the humble soap company
would be today.

This article was contributed by
Knowledge@SMU

(knowledge.smu.edu.sg), an online
research portal of the Singapore

Management University.

MARINE transportation company Consol-
idated Pipe Carriers (CPC) expects at
least a 10 per cent increase in revenue
next year on the back of strong demand
from parts of Australasia and South
America, a senior executive told BT.

This comes as CPC – which delivers
pipes used for construction of facilities
used in the oil and gas sector – has put in
tenders for projects worth at least
US$350 million over three years, said
managing director Alvin Lim in a recent
interview.

“Conservatively, we’ve put it at 10 per
cent,” said Mr Lim, referring to the in-
crease in sales next year.

“It's more Australasia next year,” he
added, noting that the government there
is now impatient with oil majors delaying
their projects and expects these compa-
nies to get the projects rolled out soon.

“We have tendered for jobs worth
more than US$350 million over the next
three years,” Mr Lim added.

CPC said it differentiates itself by mov-
ing pipes using a hybrid system that
merges the tug and barge, as well as the
platform supply vessel system – two tradi-
tional methods that move pipes
of different load sizes and at different
speeds. This offers up to 20 per cent in
cost savings for clients, Mr Lim said.

Customers include specialist underwa-
ter engineering firm Acergy, which hired
CPC recently to transport pipes for a gas
field of Brazil’s Petrobras.

The company, which was started in

2000 in Denmark, moved its headquar-
ters to Singapore in 2004 with Mr Lim at
the helm.

CPC – one of the Enterprise 50 Award
winners this year – made $105 million in
sales in 2008, thanks to revenue growth
from the Middle East. This market has
contributed about half of total sales over
the last two years, with the rest coming
from the remaining key markets of South
America, Australasia and India.

CPC expects to match its 2008 reve-
nue figures, with this year’s sales likely
to be just “off one to 2 per cent”, said Mr
Lim.

He added that these sales would be
from ongoing projects that came in be-
fore the financial crisis struck last year.

“There were a lot of suspensions but
no cancellations,” he added. “We were
fortunate because we had ongoing work
to tide us through. We had a slight dip
but we managed to ride it through, thank-
fully.”

CPC is also looking to buy distressed
assets that could boost market share and
drive down its operating costs, said Mr
Lim.

“I told my shareholders that it's time
to go shopping. We are cautiously ap-
proaching that,” he said. These would be
purchases in CPC’s key markets, though
Mr Lim did not reveal any targets.

Over the last one year, CPC has al-
ready made a couple of distressed pur-
chases, including buying a chartered ves-
sel that the company uses to move pipes
for its clients.

Under a typical agreement with cli-
ents, CPC will provide a certain number
of vessels and guarantee that a fixed
amount of offshore pipes is delivered dai-
ly for a certain duration.

This means that if CPC misses deliv-
ery deadlines, it has to compensate cli-
ents for the delay, making it important
for proper control of the charter process.

“Charter hire cost is a big chunk of
our project expense. By being able to
own a certain percentage of our require-
ments, we were able to reduce the over-
all costs for one or two projects,” said Mr
Lim. “You can imagine if you own these
vessels, our costs will come down invaria-
bly.”

Despite this, the company expects to
remain asset-light and currently owns
fewer than 10 vessels. This is less than
30 per cent of the total number of char-
tered vessels during peak period, which
stands at 60. “As long as our ratio is
about 30 per cent, we should be able to
have reasonable margins,” said Mr Lim.

While it might appear to be smooth
sailing ahead, the company is conscious
of the competition that could come from
the very people they serve.

“Our clients are our biggest competi-
tors because if they choose to go at it
alone, then there’s no need for somebody
to look at cost savings,” said Mr Lim.

With this in mind, the company is
now developing a new hybrid transporta-
tion vessel to stay ahead of the curve and
keep its competitors at bay.

Consolidated Pipe Carriers is riding on strong demand from Australasia and
South America for revenue growth. Managing director Alvin Lim tells
JAMIE LEE of the M&A opportunities that his company is eyeing today

This is driven by three guiding principles that have helped the Ohio-based company nurture 23 billion-dollar brands
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Mr Lim: ‘I told my shareholders that it's time to go shopping. We are cautiously approaching that.’
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Smooth sailing in
murky waters

Innovation the lifeblood of P&G

‘Innovation inspired by consumer needs can be a
powerful transformational experience.’

– Shekhar Mitra, P&G's senior vice-president of research and development
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