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Hindustan Unilever, which has struggled in the foods business fiar adiscade, isttdingyettanettiar aradikat it Ndovyjtitss
using experiential marketing to pry open the segment, reports KalaVigayraghavan

And the fight goes on...

HUL is taking its new marketing strategy everywhere from local trains to shops to homes

BHARAT CHANDA

N SEPTEMBER 2010, WOMEN
commuiters in suburban Mumibai trains
were in for a tasty surprise — they had
Hindustan Unilever representatives
serving out freshly cooked food
prepared with Knorr Ready to Cook
spice mixes. The Rsje ki Knotr Local’
campaign touched the right chord: the
aroma of piping hot food was a treat for
eonsumeis enduiing howts of travel
after a hard day at work.

‘Taste and see’ is HUL's new battle cry
as it tries, for the umpteenth time, to push
ahead in the foods business. It managed
to get 50 million consumers to sample its
foods products in 2009 and the numiber is
likely to be higher this year, says Shrijeet
Mishra, HUL's executive director, foods.

The idea is to hit at source, influence
purchase decisions and propel the foods
business, which has historically been a
weak spot in its portfolio and has not had
same level of success as enjoyed by its
rivals suchasiITC.

“We believe that the foods and
beverages, processed foods and ice-
creams markets are at a point of
inflection,” says Mishra. “With modern
trade coming in and disposable incomes
going up, consumens’ willingness to
experiment and spend on comvenience
foods has gone up sharply.”
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Sales of packaged processed foods such
as biscuits, chocolates, ice-cream, confec-
tioneny, snacks, ready-to-eat food, cheese
and butter are worth 2%0,000-60,000
crore and growing 30-35% annuzilly.

In a segment that has major players
such as Britanmia, Nestle, Amul, ITC
Foods, Parle, Kellogg's, GllexoSmitliKline,
Wrigley and Frito-LLay, besides hundreds
of smaller firms, HUL's processed foods
business (excluding beverages) share is
less than Rs 1,000 crore.

That's why it is now moumtiimg a
massive consumer connect offensive.

And HUL is taking its experientiial mar-
keting strategy everywhere—from trains
to shops to homes—to make customers
taste and see. It has deployed 250 food
ambassadors at stores across Delhi, Mum-
bai, Chenmrii, Hyderabad and Bangalore
with the help of its in-store execution
partner Smollan Holdings of South
Africa, Why? Because 78% of purchase
declsions are made at the point of sales.

In April, the consumer products giant
initiated a home-to-home marketing blitz
with trade execution partner Indiia One in
Mumthsii, Delhi, Kolkata, Pune,
Hyderabad and Lucknowv. Brand promot-
ers made home visits and got consumers
to taste its food brands, noting detaills and
making a sales pitch.

HUL has no choice now, but to go on
the offensive. Itsheverages, fisndsand iiwe-
creams businesses account for only 18%
of its 217,524-crore revenurs, while
parent Unilever earns 50% of its€10.1
billion revenues from foods.

Unilever CEO Paul Polmanm, faced
with stagnating sales in the US and
Europe, wamtts India to deliver more.
And that’s been commumiicated in no
uncertain terms.

Initiallly, till 2006, HUL was not
convinced that Indian consumers were
ready for processed foods. “It was content
with beverages and coffee,” recalls an ex-
HUL senior official who was part of its
foods business. These are still the
maiirstialy, accounting for 70% of its foods
business. its early attempts in processed
foods were half-hearted and even i
these it did not peisevere long enough.
"HUL floundered between 2000 and
2005, ewing t6 iis reluctance io stay
invested and drive sales before worrying
abeut profits. Its strategy was
ineensistent,” he adds:

E, FOODS BUSINESS has been a

I long-standimg problem for HUL.

Even a slew of acquisitions done
by former chairmam Keki Dadiseth way
back in 2001 could not give it the
desired momemntum. Under him, HUL
acquired Kissan from Vijay Mallya's UB
group, Captaim Cook from DCW Chem-
leals, Kwality ice-cream from the Ravi
Ghai group, Doellops lee-eream from
Cadbury's and Milkfood ice-eream from
Jagatjit tndusteies.

While HUL's foods business
(excluding beverages) is yet to cross
21,000 crore, rival ITC, a late entrant,
has already raced past 73,000 crore with
brands such as Aashirvaad, Sunfeast,
Bingo, Kitchens of India, Minto and
Candymanm. ITC launched its foods busi-
ness in 2001 with Kitehens of India
ready-to-eat preparations and followed
It up with a slew of launches aeross cate-
gories. Today, ITC is the maiket leader
in atta (flour), eeeupies seeond slot in
eonfeetioneny, salt and paekaged snaek,
and ranks third in biseuits.

Analysts say ITC did well primarily
because of its sustained focus on
innovations that suited Indian tastes,

huge distribution network and strong
supply chain as its agri-business division
helps in procuring commaxdiiiies and
conmects with 5 million farmersin 170
districts across 16 states.

Industry people like Damodar Maill, di-
rector of Food Bazaar, the country’s
largest modern food retailer, feel HUL
oughi to take meowe risks. “Organised
foods compamies are still sticking to the
soups and noodlles categories and modern
retailers are struggling to meet the
consumens' need for variety in processed
foods,” says Malll. Wiy, for instance, Is
HUL net launching a Knert Chinese bhel,
a popullar snaek in Murmbaii, he asks.
"Why is it left te the Haldirams in the
eounitty to eater to loeal tastes?”

Anand Shah, senior EMCG anallyst at
Angel Broking, says, “HUL is not
thinking beyond its legacy brands.”
Unilever should launch motre global
foods brands in India, while HUL needs
to identify new categoriies and improve
its appetite for new segment:s, he added.
Many of Unilevet's top food brands
such as Becel, Flora, and Bertollli are not
in India yet. "HUL's petformance is
disappointimg. It needs to do meie to be
ahead of the cutve,” he says.

While HUL's foods business
(excluding beverages) is marginally
profitable, ITC's food business is still loss-
makimg. “ITC has shown the willingness
to stay invested andl has put growth
ahead of profitability in its early years,”
says the former HUL official.

ITC is not the only competiitor. Many
nimle rivals are quickly adapting to In-
dia“s umique requirementss. Says Mall:
“Even within a particular region, the
taste chamges from district to district.
Food compamies have to innovate in
segments such as health & nuttition, in-
dulgence and convenience platforms,
whiich have huge potential for growth.”

GlaxoSmithKline Censumer
Healthcare, maker of milk-based health
drinks such as Horlicks and Boost, has
recentlly launched a range of nutrition
bars, health food drinks and biscuits. By
the end of this year, Hotlicks will also
announce a range of ready-to-eat
breakfast cereals. The global parent will
invest more tham 3270 crore in the Indi-
an arm, now its fastest growing market

6 Foods & beverages, processed

foods and ice-creams are at a point
of inflection. With modern trade
coming in and disposable incomes
going up, consumers’ willingness
to experiment and spend on
convenience foods has gone up
SHRIJEET MISHRA HULS EXEGUTIVE DIREGTOR, FOOBS

(excluding the US and Europe).

Nestle India, maker of Maggi instant
noodiles and KitKat chocolates, said it
reached more than 2.2 million Indian
customers last year.

Also fuelling competition are big mod-
ern retailers such as Food Bazaar,
Spencer's Retail, Aditya Birla Retail's
More and Reliance Retail. They have
launched private labels (iin-house
bramdk) in categories such as soup, pasta,
snacks and breakfast cerealls, whiich are
cheaper by 15-20%.

OW, finally, HUL is firing up its
Nponfolio of foods bramdk. “We are

looking very closely at nutritional
profiling, offering healthy choices, reduc-
ing transfat and sugar,” says Mishra. Its
food and beverages (F&B) brands include
Brooke Bond, Red Label, Annapurna,
Bru, Kissan and Kwallity and Knoftr,

It has also just re-launched its ready-
to-eat chapattis undier the Modern Foods
umiinedlla, exactly a decade after the first
attempt made under ex-chairmam Dadis-
eth bombed.. “Modetn has a strong equity
and a large base of consumer homes in
citles. We have leveraged the learnings
from our bakery business in Medern
Foods in launching this product,” says
Mishra. HUL aequired Modern Foods
from the goverimnent in 2000.

HUL has launched nutritionall tea,
Brookebond Sehatmamdl, in the mass
segment, Red Label dust tea in select
markets and got into new formats such
as cappucchino in coffee. Knotr was re-
launched to fill the vacant pre-dimner
snack spot. It has done a makeower of its
lce-cream business by offering a variety
of products with Indiamised tastes.HUL
has also re-enengized Kissan, launching
low-priced squeeze jam tubes.
Howevers, a reeent innovation, Kissan
Amaze brain foods has failed to make it
beyond the test-markei phase.

Annapurma and Modem are also no
longer a drag on HULL's business, claims
Mishra. "They are profitable. Modern
has been completely re-enengiized, as
has Annapumma salt, with the low-
sodium Annapurma Zinda Dil."

But every where, the launch or re-
launch strategy is built on one peg —
taste and see. In September 2010, the
Knotr brand started an outdoor
camjpaiign across colleges, popular hang-
outs, residentiial and comrmenaiial areas
called "Snack on Wheells” to promote its
soups and soupy noodlles. The campaign
was carried out through a mebile unit,
whiich facilitated sampling and selling of
soups and soupy noedlies on the speot.

During the same montth, HUL began a
Brooke Bond 3-Roses sampling
campaign in six districts of Tamil Nadu.
It centered around traditional weddings.
All guests at wedidimgs were given a
sachet of 3-Roses with the Tambuilla bag
— a return gift consisting of coconuts,
sweets, and so on. And as a gift to the
bride and bridegroonn, HUL offered
three montis” worth free samples.

HUL seems to have found some
traction with this approach. "HUL is now
doing well in a market which is largely
upbeat and consumexs are willing to
spend. Knort Soupy Snax has gained a
lot of tractiom with consumens and hope-
fully that should fuel their risk appetite,”
says Food Bazaar's Mall. But Mishra’s
team will have its fingers erossed. They
know that HUL has had too manmy false
starts in the foods business.

APITALIGM

Health i
Wealth

HERE IS SOME FOOD FOR
thought — HUL is now
working closely with key tea
plantations and Rainforest
Alliance (RA), an
intermatiionsl] certification
body in the area of
sustainable agriculture. Nine
tea estates in the Nilgiris
(Tamil Nadu), and 10 tea
estates in Assam were
cettified 'Sustainable Estates'
by RA in 2008 and 2009. This
eertification is eurrently
sought for 52 pther tea estates
in Assam and Datjeeling.

This is part of Unilever’s
"beyond business’ approach.
It wamis to source raw
matienizls from agriculture
and forestry in a sustainable
mammey. It is following the
Unilever Sustainable Agricul-
ture Code for growers of key
erops — this eovers 11 indiea-
tois, ineluding walier, energy),
pesticide use, biodivensiity, s6-
eial eapital and animal
welfare.

The compamy has also
started developimg Indian
producers for the tomato
paste it makes under Kissan
brand. HUL is working closely
with key producers on
initiatives including water
conservatiom, use of
auttheyiized pesticides, land
conservation, and
improvemeni of farmer
ineomes.

HUL has also begun
puttimg a ‘Healthy Choices’
stamp on its food products.
The Choices programme
started by establishing Choic-
es Intermatiiomall Foundation
by Unilever, Campina and
Friesland Foods in 2003 is a
word-wide initiative set up
to make the healthy cholce
the easy choice. The
programme has introduced a
simple front-of-paek stamp
on food prodiucts that meet
interpation dietary
guidelines.

HUL's relaunched range of
Knorr soups has excluded
preservatiives and has seen a
5-7% reduction in sodiium
content. "As part of this
programeme, we are
committted to reducing the
quantity of fat, salt and sugar
in our products. Currently;,
85% of our perifolio qualify
for the 'Healthy Choices’
stamp,” Mishra said.



