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CONCEPT IN A NUTSHELL

Tasty Bite is a Pune based
manufacturer of ready to eat foods

and sells all its output through retail
chains in the US, Canada and Australia.
Its brand leadership in Indian RTE foods

makes it a stock to watch out for
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Very appetizing

Smart marketing of thoughtfully prepared products has made Tasty Bite a
trusted name in the overseas ready-to-eat foods market

Rajesh Padmashali

f our next concept stock is a name that fails to ring a bell in India,

it’s because the ready to eat (RTE) foods market here is taking its

own time to evolve. For an idea of how slow the process has been,

Tasty Bite has been around for 25 years, 13 of which it tottered

through before steadying in the last dozen. The guiding hands behind this sta-

bility are that of managing director Ravi Nigam and his able support, chairman

Ashok Vasudevan. Their professional partnership goes all the way back to their

earlier jobs at Pepsi, where their mandate was to look for products that Pepsi

could export. At that time, Tasty Bite was sick and referred for rehab to the
Board for Industrial and Financial Reconstruction (BIFR).

Back then, the Ghais, who owned among other things the Kwality icecream

franchise in western India, were only too happy to pass ownership - when they

sold Kwality - of Tasty Bite to HLL (now
HUL). For HLL, at that time, Tasty Bite
was non core and therefore the duo con-
vinved the HLL senior team to sell the
business to them. “1999 was the year of
turnaround,” Nigam remembers. “Rev-
enues moved to Rs 5.5 crore with a mar-
ginal profit. It was the first time in its
13 years of existence that the company
made a profit.”

Right from the day it took over, the
new management has worked with the
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single-minded goal of turning Tasty Bite
into the most respected food brand from
India in the most discerning markets of
the world. In the process, the company
has moved from making 5,000 packs per
shift to 50,000 packs per shift.

A matter of good taste

There is a lot of science that goes into
the making of a ready to eat pack. Ni-
gam says, “We declare that the product
is good for 18 months, but the con-
sumer must have the same eating ex-
perience through the 18 months of its
manufacture as in the first month.”

Tasty Bite is studying consumers
all the time. The Tasty Bite Research
Centre (TBRC) pitches in with wvi-
tal inputs. A library of products is
readied two years ahead of launch
schedule. Every year, Tasty Bite poten-
tially touches 200,000 people directly
through critically important live dem-
o0s, each of which hosts 200-300 people.
Nigam says, “Even as we speak, the
plan launch for 2013 is being cast and
development work is on, and all of that
is borne out of the consumer research
being done.” To aid its next stage of
growth, the product development lab
at TBRC is being expanded.

This attention to detail has paid off
well in the North American markets of
US and Canada, where Tasty Bite re-
tails through 51 chains and which con-
tribute 70 per cent of sales. Australia
and Asia-Pacificbringin 15 percentand
India trails behind with the remaining
15 per cent, which too comes from in-
stitutional customers like McDonalds,
Yum Foods and Domino’s. It’s a break-
up that suits the management fine.

Sales | DENSE 42 SRS
Change (%) 11 31 60
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Change o) 3% 21 304
EPS(Rs) A%6 550 2113
Book value (Rs) ~ 50.05  55.54  83.83
ROE (%) 954 1041 3897
Source: Bloomberg

Tasty Bite was the first company to go retail in the Indian RTE segment in
1999 but it pulled out soon after. Since then, it has followed the policy of con-
centrating on a few large and growing global markets where it has leadership.
For instance, the US constitutes 50 per cent of the world’s processed food mar-
ket. “In the global market, there is an entry barrier based on product innova-
tion,” says Nigam. “This doesn’t exist in India, which is a price-driven market.
It’s not something that we can compete on.” Nigam expects the domestic mar-
ket to contribute 20 per cent of sales by FY13 because the institutional custom-
ers being catered to are themselves growing.

Meanwhile, FY10 was a blockbuster year for the company as it added on
new customers as well as products. Nigam says he’s not surprised and
attributes it to the background work that started in 2007-08. To the entrees
that now make up 75 per cent of sales, Tasty Bite has added several ‘meal
inspirations’ and rice varieties. Nigam expects the sales momentum of FY10
to continue over the next two years despite the rising cost of inputs that
showed up in the Q1FY11 results.
He’s trying to mitigate cost pres-
sures by buying value added products
instead of commodities, for instance,
tomato paste instead of fresh toma-
toes. At the same time, the company is
consulting with vendors to take
advantage of seaso al price variation
and also lock-in better rates through
volume guarantees.

But where does the confidence for
a sustained 35-40 per cent increase in
topline and bottomline come from?
Nigam is banking on brand pull and
product innovation. “We are clear that
our consumer is not eating the prod-
uct the way we eat it here or the way it
is eaten in Thailand, with roti or rice,”
he says categorically. “They would
want the flexibility to put it in a taco
and make it a taco-filler, they would want it to toss it in a salad or consume it
as a main meal or convert it into a soup. Tasty Bite has to provide them that
experience.”

Increased distribution through new chains and growth within old ones is
also part of the answer to boost revenues. Even in the US, Tasty Bite has only
saturated about 60-70 per cent of the market. The mantra within the company
is now: ‘new consumers per store, more stores per chain, and more chains in
the same market’.

The evolution of the RTE market offers other insights: there’s a subtle slant
towards vegetarianism in the US and prepared foods end up being cheaper
than cooking from scratch making the growth proposition stronger. “The
numbers that we are projecting are real for us even if they appear very
aggressive from the outside,” Nigam says. “Our planned capacity expansion
from 25,000 to 50,000 tonnes is based on our understanding of the markets and
the confidence in our ability to execute.” The expansion cost outlay of $3-5
million is being funded by debt, capital infusion from Preferred Brands
(the holding company) as well as internal accruals.

In terms of what could go wrong, Nigam believes, the risks are more
external than internal: “Besides our failure to execute, the risks are exchange
rate fluctuations, rising crude prices which affect freight cost and bad mon-
soons which could push up input costs.” That said Tasty Bite’s product inno-
vation and manufacturing excellence should lead to business predictability
in the times to come. At its current price of Rs 234, the stock discounts its
12-month trailing profits just over 10 times. In the markets, predictability of
business has invariably led to more than predictable stock returns, more so in
times of uncertainty. O
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" Our planned capacity
expansion from
25,000 to 50,000
tonnes is based on
our understanding
of the markets and
the confidence in our
ability to execute
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