
Bruing a premium market 
Hindustan Unilever is attempting to create a market for high-end coffee 

with its exotic brews and cafes. 
Colombia and Kilimanjaro. This would give 
Indian consumers a chance to indulge in 
international flavours from the comfort of 
their home," says Srinivas. Adapting these 
international flavours to suit the Indian pal-
ate, HUL believes the market is now ready to 
accept these premium coffees but recognises 
there will  be challenges to drive penetration 
for the category in both the urban and rural 
markets. 

It has roped in actors Priyanka Chopra 
and Shahid Kapoor to endorse the latest 
range. The ads show both the actors enjoy-
ing these international blends as they imag-
ine dancers from these countries 
entertaining them as they sip their brew. 
"We are the only ones investing in the premi-
um coffee category, unlike our competitors 
who have not done much to build the cate-
gory in terms of advertising," adds Srinivas, 
alluding to Nescafe Gold. 

Emulating the Starbucks strategy of sell-
ing the coffee brand through retail stores 
and its own chain, HUL's new premium of-
fering is in sync with the launch of its Bru 
World Cafes which sell premium coffees. 

HUL took a big leap forward into coffee 
retailing through its Bru World Cafes 
early this year. While a pilot is cur 
rentlv on in Mumbai with six 
outlets, a nationwide 
launch soon should see 
the Bru franchise being 
strengthened courtesy 
such cafes. "We have been 
a product-driven compa-
ny but now we are getting 
into services with Bru, 
just like we had done for 
Kwality Walls' Swirl par-
lours. We are testing out 
the Bru Cafe in places 
such as Juhu, Bandra and 
Mulund (all in Mumbai) 
currently," said Srinivas. HUL's near-
est competitor Nestle has also tried the con-
cept of Nescafe Coffee Parlours in the past. 

Says Harish Bijoor, CEO, Harish Bijoor 
Consults, who has earlier worked in the cof-
fee sector: "Even' product must have a 'ser-
vice' avatar. Youngsters who experience the 
ambience of a Bru World Cafe will  take its 
positive strokes back to the coffee their 
moms will  buy off the kirana store shelf. 
Exotic coffee is a tough and generic task in 
India. I do believe this is the route for roast 
and ground filter coffee to take. Instant cof-
fee adopting this stance is a tough one to 
justify. Real good exotic coffee is best had in 
the filter coffee form. Bru is trying to break 
this paradigm. And that's tough to crack." 

Industry observers believe that while Bru 
has brand recognition, HUL would have to 

go beyond coffees at its cafes to make a 
success of this business. 

According to Harminder Sahni, Founder 
and Managing Director, Wazir Advisors, 
"HUL's Bru has brand recognition and the 
company understands how to manage its 
supply chain. But just having cafes under a 
pure-play coffee brand is not going to work 
for HUL. It has to look beyond coffee if it has 
to sustain it as a retail business." In fact, most 
of the existing coffee chains such as Barista 
and CCD (Coffee Cafe Day) get more reve-
nues from the non-coffee part of the busi-
ness and this is what is expected to work for 
a typical coffee chain. 

HUL is already selling its tea brands at its 
cafes and it may be a matter of time before it 
unleashes a full-fledged foods portfolio. 

"Food services is already growing in ex-
cess of 35 per cent and it is going to be a new 
opportunity area for HUL as it will  give it a 
larger part of the market," observes Pankaj 
Gupta, Head (Consumer & Retail), Tata Stra-
tegic Management Group. 

With a dominant share in the southern 
markets (estimated at 65 per cent), Bru con-
tinues to be the second largest coffee brand 

(with a value share of 44 per cent) in 
the country with variants such as 
Bru Lite, Bru Green Label Roast 

and Ground, Bru Ice and 
Bru Hot Cappuccinos to 
create segments within 
coffee. But more than 
segmentation, it is about 
getting tea drinkers to 
also consume coffee, 
and this applies to even 
the rural markets. 

For instance, HUL 
has been trying to build 
the instant coffee mar-
ket in rural India 
through body-mount-

ed DVD players engaging 15 million 
households. 

"The task was to build the category by 
reaching out to non-drinkers and encourag-
ing them to try Bru. The team working on 
Bru is using body-mounted DVD players to 
build the market across rural areas and small 
towns in the South, says Srinivas. 

According to the company, the Bru team 
of promoters goes from door to door and 
shows one of three short films depending on 
whether the householder currently drinks 
tea, filter coffee or another instant brand. 
They then offer the consumer a Bru sample. 
"So far the team has reached over 15 million 
households with the brand gaining a 70 per 
cent share of new category entrants and in-
creasing sales by around a third," claims 
Srinivas. 

Penetration of instant coffee in the South 
is quite low, particularly in small towns and 
rural area:s, so the task was to build the cate-
gory by reaching out to the non-drinkers of 
instant coffee and encouraging them to try 
Bru. Is it doable? "Totally," says Bijoor, who 
says he hais been championing this cause for 
many yeairs now. ""Instant coffee offers con-
venience, economy, ease of use and the abil-
ity for every home to be a coffee-making 
home, newer mind that you do not have a 
filter or ai percolator. It is coffee dumbed 
down to it:s lowest degree of ease. If one is to 
penetrate rural markets instant coffee is the 
best way too go." 

With HtUL pushing its coffee portfolio in 
both the uirban and rural markets, hopefully 
the high [price of the commodity will  not 
affect its b>rand buildingefforts. According to 
Kaustubh Pawaskar, analyst at bokerage 
firm, Shartekhan, "HUL's beverages portfolio 
has been growing between 13 and 15 per cent 
and is a small segment within the foods port-
folio. 

Consideering the segment is still under-
penetratecd unlike its HPC (home and per-
sonal care;) portfolio, there is scope for the 
FMCG plaiyer to drive coffee consumption in 
the count:ry. Hopefully its brand building 
efforts in tthe category will  not get impacted 
by the hijgh raw material costs hitting its 
margins." 

But HUIL is ready to splurge on its coffee 
brand considering Bru has recorded a 26 per 
cent grow/th, according to Nielsen. "Com-
modity priices are at their peak for coffee but 
we will  nott stop investing in and building our 
brand," sajys Srinivas. HUL, it is clear, knows 
its brew. 
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Within the cramped con-
fines of South Mumbai's 
Suryodaya outlet oppo-
site Churchgate station, 
customers have been 

surprised to see a mannequin holding a tray 
of Bru's Exotica coffees. Taking on the 
onus of building the premium coffee cate-
gory, Hindustan Unilever Ltd (HUL) is 
pushing its latest range of international cof-
fees from Brazil, Colombia and the Kiliman-

jaro region with prices that are 
nearly double that of Bru In-

stant. While modern trade 
will  play a major role in build-
ing the category, HUL is also 
roping in local stores such as 
Suryodaya to vend its exot-
ic coffees. 

The 50-year-old coffee 
brand from HUL's stable 
has now entered the pre-
mium end of the Rs 950-
crore organised coffee 
market hitherto dom-
inated by imported 
brands. Even its near-
est competitor Nestle 
has a single brand, 
Nescafe Gold, in the 
premium segment, 
and HUL sees this as 
an opportunity to 
tap into the trend to 
consume high-end 
coffee at home. 

"We have to 
create the premi-
um coffee market 
and would be in-
vesting in market 
development in 
the next 3-4 
years. While tea 
penetration is 96 
per cent, coffee 

pen- etration is as low as 12-
15 per cent," says Arun Srinivas, 
Vice-President (Beverages), 
HUL. But considering the coffee 
category is growing at almost 20 
per cent, HUL is tapping into 
the trend, be it at home or even 
at cafes. 

"There is a lot of urbanisa-
tion, affluence and lifestyle 
changes happening among In-
dian consumers. We intend 
capturing this trend by launch-
ing Bru Exotica, the world's fin-
est coffees from Brazil, 
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