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Why the most successful consumer
brands focus not only on growing
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profitability, cash generation and
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ABOUT ValueScope™ Perspectives

VALUESCOPE™ is Cuma's thought leadership

PERSPECTIVES series exploring the

strategic, operational and
financial issues shaping
India's mid-market
businesses. Each publication
offers practical perspectives
designed to help business
leaders identify opportunities
to create, recover and
sustain enterprise value.
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Scaling Profitably in Fragmented
Markets

Growth is often celebrated as the ultimate measure of success for consumer
brands.

* More customers.

e More markets.

e More distributors.

e More revenue.
Yet many mid-sized consumer brands discover that growth does not always
translate into stronger profitability. In fact, some brands become less
profitable as they scale. This challenge is particularly common in fragmented
markets, where customer preferences vary significantly, distribution channels
are complex and competition is intense. In these environments, growth alone
is not enough. The real challenge is scaling profitably.

Many consumer brands operate across multiple regions, customer segments
and sales channels. What works in one market may not work in another.
Consumer preferences differ. Competitive dynamics change. Distribution
economics vary. As brands expand, they often find themselves managing:

e Multiple product variants

e Diverse customer segments
Different channel partners
Regional pricing structures
Varied promotional strategies
Complex distribution networks
Each decision may create growth opportunities. Collectively, however, they
can introduce significant operational and financial complexity.

Many brands assume that higher sales volumes automatically improve
profitability. The reality is often more nuanced.

(cont)

Scaling

Profitably
in Fragmented
Markets

Focus. Differentiate.
Scale with discipline.
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As businesses scale, costs can increase faster than revenue. Examples include:
» Higher trade promotions
 Increased logistics costs
Product proliferation
Inventory inefficiencies
Channel conflicts
Rising working capital requirements
Increased sales and marketing spend
Without visibility into these drivers, organisations may continue growing while generating diminishing returns. The business becomes
larger, but not necessarily more valuable.

One of the most important lessons for growing consumer brands is that all revenue is not equally profitable. Some products generate
stronger margins. Some channels create higher returns. Some customer segments require significantly greater investment to serve.
High-performing brands understand these differences. They evaluate growth not only through revenue but through profitability, cash
generation and strategic value. This allows them to make more informed decisions about where to invest and where to optimise.

A Question

If your revenue doubled over the next three years, would
profitability grow at the same pace—or would increasing
complexity begin to erode the value of that growth?
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Brands that scale profitably focus on disciplined growth rather than growth at any cost. They
invest in:

Portfolio rationalisation

Channel profitability analysis

Pricing discipline

Demand forecasting

Working capital management

Distribution effectiveness

Performance visibility

Most importantly, they develop the ability to understand the true economics of growth. This
enables them to expand confidently while protecting profitability.

Many leaders view profitability as a financial outcome. The strongest brands view it as a
strategic capability. They build decision-making processes that balance growth ambitions with
commercial discipline. They continuously evaluate how resources are allocated. They focus
on creating value rather than simply increasing volume. Over time, this discipline becomes a
competitive advantage. It allows brands to grow sustainably while competitors struggle with
the unintended consequences of expansion.

The purpose of scaling is not simply to increase size. It is to create a stronger, more resilient
and more valuable organisation. When growth improves profitability, cash generation and
market position, it creates long-term value.

When growth introduces complexity without corresponding returns, it can weaken the
business despite higher revenues. The difference lies in how effectively the organisation
manages the economics of scale.

CORE INSIGHT

Scaling W e T,
Profitably =™ % iis Seepts
in Fragmented &= S =S4
Markets . %%

Fragmented markets reward focus,
differentiation, and execution discipline.
Scale what works. Profit from it.

THE 5 PILLARS OF PROFITABLE SCALE

©

1. CHOOSE WHERE 2. BUILD DISTINCT 3. CREATE REPEATABLE 4. SCALE SMART 5. DRIVE PROFITABLE
TO PLAY ADVANTAGE ENGINE GROWTH
Focus on the right segments Win in chosen markets with Build systems and Expand reach and Fecus on unit economics
and micro-markets where a clear value propesition capabilities that drive distribution efficiently and financial discipline
you can win. and differentiation. consistent performance \ without diluting margins. at every step.
= Map the market + Deep customer insight + Standardize key processes « Optimize channel mix + Protect contribution margins
= |dentify high-potential + Strong brand positioning * Leverage technology + Strengthen partnerships + Control costs relentlessly
pockets * Superior value delivery + Data-driven decisions + Drive route-to-market + Reinvest for compounding
= Prigritize where to play excellence returns

KEY ENABLERS THAT UNLOCK SCALE -

K 2 9 © ©

CUSTOMER DATA & INSIGHTS TECHNOLOGY STRATEGIC TALENT & CULTURE DISCIPLINED
CENTRICITY LEVERAGE PARTMERSHIPS EXECUTION
Use data to find Build a performance
Obsess over customer opportunities, predict Automate, integrate, Collaborate to expand culture with the right Strategy means little
meeds and solve demand, and allocate and scale what drives reach, share strengths, talent and cwnership without relentless
real problems. resources wisely. efficiency and insight. and win together. mindset, execution.
THE PROFITABLE SCALE ROADMAP MEASURE WHAT MATTERS
o UNIT ECONOMICS
Enow your unit profit and improve it consistently.

- (., .{(i):} -5 g GROWTH QUALITY
i Grow in the right places with the right returns.

FOCUs DIFFEREMTIATE SYSTEMATIZE EXPAND OPTIMIZE CONTRIBUTION MARGIN
Select the right Build a strong Create processes  Scale distribution  Orive manging, Expand contribution dollars, not just revenue,
SEgMENts an d pasitian and and capabilities and reach efficienty, and
micro-markets. unique value. that scale. efficiently. lsne-tarm retums. CAPITAL EFFICIENCY

Invest wisely and maximize return on capital.

e 71 SUSTAINABLE SCALE = FOCUS + DIFFERENTIATION + DISCIPLINE CUSTOMER LIFETIME VALUE
DI:II] Scale what works. Improve what matters. Repeat. Build loyalty and increase lifetime value,
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The Value Lens

Profitable growth is achieved when brands expand in ways that strengthen both market

presence and economic performance.

DISCOVER

Understand the profitability
dynamics across products,
channels, customer
segments and markets.
|dentify where growth is
creating value and where it
is creating complexity.

Q

RECOVER

Address margin
leakage, portfolio
inefficiencies, working
capital pressures and
commercial practices
that weaken
profitability.

CREATE

Build the capabilities,
visibility and decision-
making discipline
required to scale
revenue, profitability and
enterprise value
together.

The strongest
consumer
brands are not
those that
grow the
fastest. They
are the ones
that grow
profitably,
sustainably
and with
purpose.




cuma

Impact magnified

EXECUTIVE INSIGHT

Scaling
Profitably ™ a8
in Fragmented :
Markets

Fragmented markets demand focus,
differentiation, and execution discipline.

Scale what works. Profit from it.

* Where Do You Go From Here

Revenue growth is important, but sustainable value is created when growth strengthens
profitability, cash generation and long-term business resilience.

The strongest consumer brands understand the economics of growth. They continuously
evaluate product portfolios, channel performance, pricing strategies and working capital
requirements to ensure expansion creates value rather than complexity.

At Cuma, we help mid-sized consumer brands improve commercial visibility, strengthen

5 EXECUTIVE TAKEAWAYS
®° ©° ©° O°

FOCUS DIFFERENTIATE BUILD A REPEATABLE SCALE SMART,
INTENTIONALLY MEANINGFULLY ENGINE NOT WIDE

Win where the dynamics Build a clear, compelling Systematize processes, Expand reach and distribution
favor you. Prioritize the value proposition and leverage data and with discipline. Optimize
right segments and deliver superior value technology, and invest channel mix and prioritise
micro-markets. consistently. in capabilities that scale. profitable growith,

[#] 8 0  Customers are fragmented
? acress geographies,
channets, and needs.

DOO

) Competition is local,
intense, and constantty

evolving.

& [

Resources are finite— 2 DIFFERENTIATE
$ spreading thin destroys Create unique
impact and margins. value

S0
Brtz?

Scale comes from focus,
D ot just more—maone
o l:l of what works.

&

L THE BOTTOM LINE
:@: In fragmented markets, sustainable growth is earned through focus, differentiation,
and operational excellence. Scale what works—profit from it—repeat.

@e

DRIVE PROFITABLE
GROWTH

profitability and build operating models that support sustainable growth. By identifying where
value is created, where it is lost and where it can be accelerated, organisations can scale
with greater confidence while improving enterprise value.

Focus on unit economics,

contribution margins,
and cash returns at
every step.

THE PROFITABLE SCALE FRAMEWORK EXECUTION PRIORITIES

Deepen customer
insight and intimacy

Imvest in data, analytics
and techrology

Strengthen partnerships
and ecosystem

Build a high-performance
culture with ownership
mingset.

Measure rigorously.
Adapt quickly. Repeat.

The next question isn't whether
your brand can grow.



Cuma is a strategy and performance advisory firm helping India's mid-
market businesses create sustainable enterprise value through strategic
clarity, operational excellence, financial discipline and organisational

capability.
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