Exec summary
This research was aimed to study of how Babas could penetrate the Russian spice industry. Babas, a Malaysian brand, founded in 1976 has expanded to most continents in the world due to their top quality mix of spices. This research elaborates on the prospects of babas venturing into Russia and all the challenges and processes it has to undergo to reach the goal. This paper also discusses how and why it is difficult for foreign firms and companies to penetrate the Russian markets. This paper also includes SWOT and 7Ps analysis which were then given as recommendations to babas in order for them to penetrate the Russian market such as personalization of products, direct exportation and expectations of the company.













1. Introduction

Companies however big or small aspire to grow. Companies that grow exponentially most often than not become multinational corporation (MNC) that expand their reach and sell their product or services in other countries around the world (David Begg and Damian Ward, 2007). This entry into a new market can often be associated with the term globalization. Globalization has had many various definitions along the years. One of them, said by Kiely and Marfleet (1998), stated that the world has become a smaller place in terms of societies, cultures, politics and economics. In another example by Baylis and Smith (1999), they equated the world to a shopping mall whereby ideas and products are available at any place or time. Globalization also includes the aspects of a free market whereby the influence of supply and demand of products and services as well as the satisfaction of consumers are considered without the influence of governing authorities (David Henderson 2004).










1.1 Introduction into Organization
Baba’s
Babas is a Malaysian packaged food company that deals with the sale and distribution of various spice mixes and blends catering for diverse Asian cusines. Founded by R Pagalavan in 1976, Baba’s Products started off as a sundry van which operated in Klang Valley that went from neighborhood to neighborhood selling ready-made spices and mixes of Pagalavan’s own recipe. Due to high demand for his spices Pagalavan had to focus more on production which took 4 days from his week rather than distribute which made up the other 3 days in his schedule. He had perfected his mixes and formulas of spices through trial and error as well as feedback from his frequent customers. Eventually the BABA’s sundry van had become the BABA’s brand as seen today. BABA’s as of now can be found in Canada, the United States, United Kingdom, Europe, South Africa, Australia and most of Southeast Asia offering a selection from a range of 30 products catered to different ethnic cuisines varying from Masala Mixes, Pure Spice Powders, Pure Flours, and Staple Food Mixes, to Snack and Sweet Mixes. Babas pride themselves to provide only the best quality to their client and customers no matter the cost and this policy is one of the biggest influences to their rapidly growing consumer base.







1.2 Introduction into global Markets
Russia
The world has become a smaller place as technology, like the internet, has given businesses and firms accessibility to other parts of the globe without leaving their seat. This also applies to consumers as ecommerce grows every year showing the growth of trade online (Dentzel 2013). Due to this, there are various markets available for producers and providers to expand and grow their business to. Russia is one of the countries that is included in that list due to their recent growth the past 3 years. Despite having an economic collapse in 2016, Russia has recovered well and become a market worth entering to many firms and corporations around the world (Trading Economics 2019). Russia, since the World Cup in 2018, has also improved their hospitality and acceptance to other cultures and differences which broke the stereotype of Russia as a strict and hostile place full of hooliganism for tourist and outsiders to come to. This change in perspective has helped Russia as a country grow in terms of the economy, tourism and education as more foreigners now consider Russia as a holiday destination as well as a safe place to further their studies (Reuters 2018). With a total population of 144 million in total almost 81% of Russian citizens identify themselves as ethnic Russians while the others consist of Tatars (3.9%), Ukranians (1.4%), Baskirs (1.2%), Chuvashs (1.1%), Chechens (1.0%) and 3.9% of Russia’s population remained undeclared about their ethnic origin (Russian Census 2010). According to the Russian Census (2010), it was also stated that foreign ethnicities such as Koreans, Chinese, Indians, Afghani, Japanese and Pakistani and Vietnamese made up to a total number of 206,856 people which only represents 0.14% of Russia’s total population. But this data is misleading due to the fact that the Russian census didn’t include the thousands of migrants who traveled from these countries who were not born in Russia but reside there. The actual number of foreign ethnicities from other parts of Asia residing in Russia is still unknown but is vastly unvalued by the Russian Census (European Council on Foreign Relations 2010).

2. Global Markets

[bookmark: _Hlk35029128]Spices in Russia were always in demand ever since the 12th century when cakemakers in Russia used cinnamon and cloves in their recipes which eventually lead to the existence of pryaniki, a spice cake that become a staple food for Russia in the 17th century (Kozlov, 2014). At first, when Russia was introduced to spices from India, it was largely consumed by the Indians who worked and studied there but as time passed the ratio of Indians to Russians reversed as the local folk opened up and infused these foreign spices to their own dishes and consumption. Jeevanantham an Indian spice retailer in Russia stated that his business grew 20% annually despite having lesser Indian consumers than the year before (Newsgram, 2015). It is clear that imports of spices to Russia will continue to increase as demand increases. As of now, Russia annually imports about 80,000 tons worth of spices from all over the world because the demand in the market is much more than what Russia can produce (Besedin, 2015). 
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		Pie Chart 1 - (Besedin, 2015)


As seen in pie chart 1, the majority of spices that are imported by Russia come from India and China. Babas caters for Asian cuisine consisting mainly of Indian and Chinese spices. Putting the two together, it is safe to assume that Babas would have a strong foundation to pursue the Russian market. Babas having readymade recipes of their own would also attract other customers out of their target population in Russia purely out of convenience rather than traditional demand.
Another factor that should make Russia the next target for babas is the high level of acceptance now for new cultures and ideas to be adopted by the local folk in Russia. This was seen during the preparations for the world cup in 2018 whereby, streets were cleaned, buildings were refurnished and positive propaganda was spread as much as possible to evoke a sense of hospitality to the 2.9 million visitors that would have come during the world cup from all around the world (Sherwin, 2018) (Rosenberg, 2018). 



2.1 SWOT Analysis

	Strength
	Weakness

	· Established spice distributor with tried and tested formulas that work worldwide
· Has the prestige of a worldwide spice distributor
· Highly experienced in player the spice industry
· Guarantees the best quality of spices available to customers and clients
· Halal certified globally
· Wide variety of mixes and spices for different styles of cooking
· Easily used or consumed by customers 
	· Babas’ products may need to be catered or modified to local tastes which may increase cost
· Babas not customed to the difference in ethics and culture in Russia
· Goods that rely on natural circumstances
· Goods cant be stored for long
· Little advertising or marketing of the Babas brand

	Opportunity
	Threat

	· [bookmark: _Hlk34903481]High spice demand in Russia 
· Local people open to new ideas culture and customs
· Increasing population of people consuming spices (local and international)
· With a new market like Russia economies of scale will increase
	· Heavy application of protectionism in Russia
· Laws and regulations that might change from time to time
· High competition from other spice distributing competitors 





2.2 The 7Ps

2.2.1 Product
The core product of Babas is the variety of spices available to their customers. These spices are packaged in various different forms which include curry powder, masala mixes, sweet batters and other mixtures of spices ready to be used by the consumers. The spices are ground into fine powders and mixed accordingly to standardized ratios and measures to provide ease of cooking to consumers and clients alike. The products that will be shipped to Russia would also need to be modified in order to meet the needs of majority of the consumers there. Eg, less spicy mixes or even pre-made local spice packs like spice cakes dishes like pryaniki (spice cake).

2.2.2 Price
The price of Babas products are reasonably affordable but is not considered the cheapest as raw and preprocessed spices are shipped in and processed based on their quality rather than the quantity supplied. This gives Babas a standard to achieve and set for itself to maintain the quality of its products and satisfy customers.

2.2.3 Place
For starters, Babas should focus on areas in Russia which have a high density of Asian spice consuming population. These places should include asian restaurants and populated areas, urbanized locations with high exposure to Asian cuisine and culture as well as Asian immigrants themselves (students or workers). Example of locations in Russia fitting the descriptions below is Moscow, St. Petersburgh and Volgograd.


2.2.4 Promotion
Promotion needs to be done in Russia to create a customer base. Advertisements on television and radio usually get the most amount of audience. Other ways such as posters and banners at strategic locations such as supermarkets or sundry stores would also give a positive impact.

2.2.5 People
Due to Babas relying solely on products and not so much on after purchase service, not much human resource is needed on the ground. Although, representatives from Babas that handle deal making, partnerships or joint ventures need to always keep in view the best interest of the company when negotiating terms with partners and other stakeholders.

2.2.6 Process
The key processes that take place would included acquisition of raw materials and spices, processing of spices into Babas product and inally distribution to finished goods to selected countries and markets.

2.2.7 Physical evidence
Physical evidence would be package and seal Babas products with hygiene made the number one priority. Being in the dry food industry any malpractice which could lead to unhygienic goods would prove to be devastating to the company.







3. Market Entry Opportunities

Russia has been a hard market for any investor or businessman to enter due to the language barrier, ethics and culture of the locals as well as the lack of expertise needed to operate in Russia. Russia also practices heavy amounts of protectionism which include complex regulations and laws which have to be abided by foreign firms at all times. These complications are solely to protect the local business from being bullied or monopolized by foreign giants. As a company that is based in Malaysia, Babas would also face heavy competition from companies based in Germany and Italy due to their prior longstanding relations with Russian organizations and companies as well as familiarity with the local customs (Ecommerce News. 2020).
There are a few ways babas can use to penetrate Russia’s market (Business wire 2020);-

· Direct exporting: whereby Babas gets directly involved with the moving and distributing of their products to Russia. This is the most straightforward route into the market and has little complications but will face challenges such as late responses to customer reactions and heavy involvement in Russian law and regulatory practices.

· Licensing: whereby babas gives a local distributor or producer the rights to sell and deal with their babas products but under their own brand or product of their own. This will significantly diminish any risk for babas and avoid all complications interms of law and regulations by the Russian administration. Although it gives Babas a free run into the Russian market, Babas would have to reveal their business secrets with an outsider which may prove to be costly. 




· Franchising: whereby Babas gives the right to a businessman or vendor in Russia to sell products as a representive under the babas brand. This method reduces risk and gains an international liason to work and promote the Babas brand. The only downfall to this is that Babas would not be getting much income from the sales of their branch in Russia as it will be owned solely by the franchisee.




















4. Conclusion

From the research done above it is clear that Babas has the potential to expand to Russia like it has done to other countries. Babas being globally certified as a halal product is also a comparative advantage to its competitors in markets which are populated by a large religious demographic of Islam followers. The strategic advantage of Babas is its guarantee to supply quality goods, its wide variety of mixtures available and the convenience it provides to its consumers. Babas should work on bolstering their brand and image in order to gain more superiority in the spice industry as well as continue to grow and expand to other countries.


















5. Recommendations

My recommendation would be to cater Babas products to fit the wants and needs of my target population in Russia. This would probably mean mixing spices with lesser chili and to include more types of meat powders and rubs as well as lighter mixes for soups and broths. This personalization would ensure higher demand of babas products. I would also like to recommend direct exporting to babas with local agents to help out in Russia when necessary. This method would allow Babas to control the flow and the direction of its expansion as well as reap the benefits of its new market even if Babas has to go through the tedious regulations and laws set by the Russian government. I believe with enough capital and resources Babas could establish itself in Russia’s market and prove to be a big player in the spice industry.
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