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Built a five-year market entry blueprint sized at Rs.1,900 crore opportunity, with a two-brand portfolio

strategy and a distribution model that cut go-to-market cost by 30%.

Frameworks: Bottom-Up Market Sizing . Van Westendorp Pricing . Willingness-to-Pay Analysis . Segment Attractiveness

Matrix . Channel Economics

Challenge

A top-5 global FMCG major - historically focused on mass-market instant coffee and tea - wanted to enter

India's premium specialty coffee segment. The category was growing at 18-22% CAGR, but the client had zero

equity in specialty, no café presence, and a distribution engine built for Rs.10-Rs.50 price points, not

Rs.300-Rs.600 SKUs.

The CEO's question was classic McKinsey-style: **"Where to play and how to win?"** - Which sub-segments

(whole bean, capsules, RTD, café-channel) offered the best risk-adjusted economics? And could the client's

legacy distribution muscle be repurposed, or did specialty demand a fundamentally different channel strategy?

Approach

We structured the engagement in four workstreams over ten weeks:

**Workstream 1 - Market sizing (bottom-up).** We sized the specialty coffee market as: *specialty drinkers x

frequency x spend per cup*, triangulated against Nielsen retail scans, café-chain store counts, and import data

on green bean and capsule volumes. We modelled four sub-segments - retail whole bean/ground, capsules &

pods, RTD (ready-to-drink), and foodservice/café supply - across three city tiers.

**Workstream 2 - Consumer segmentation & willingness to pay.** We ran a 2,000-respondent quantitative

survey plus 24 in-home ethnographies across Mumbai, Bengaluru, Gurugram and Pune. A Van Westendorp

price-sensitivity analysis on key SKUs gave us the acceptable price corridor per segment.
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**Workstream 3 - Competitive and channel scan.** We mapped the competitive set (Blue Tokai, Third Wave,

Sleepy Owl, Starbucks at-home, Nespresso) across price band, roast profile, and channel presence. We

interviewed 40+ modern-trade, e-commerce and HORECA buyers to map slotting costs and margin

expectations per channel.

**Workstream 4 - Financial model & launch plan.** We built a segment-level P&L (COGS, roast/pack costs,

channel margins, marketing) with three scenarios, and a 24-month launch roadmap sequenced by city cluster

and channel.

Analysis

**Segment attractiveness - the "sweet spot" was not where the client expected.**

Sub-segment | Market size (Rs. cr, 2026E) | Growth (CAGR) | Client fit score (0-10) | Gross margin potential

Whole bean/ground (retail) | 410 | 22% | 8 | 55-60%

Capsules & pods | 180 | 35% | 7 | 65-70%

RTD coffee | 290 | 24% | 4 | 40-45%

Foodservice/café supply | 520 | 19% | 5 | 35-40%

The client's instinct was to lead with RTD (largest adjacency to its beverage portfolio). Our data said otherwise:

RTD was the most contested shelf (Coca-Cola, PepsiCo, and regional players already fought there), had the

lowest margin, and - critically - the client's brand equity didn't transfer to a chilled beverage decision made in

under three seconds.

**The willingness-to-pay curve had a sharp kink.** At Rs.299 per 250g, 38% of premium coffee drinkers said

they would "definitely buy" a new brand; at Rs.399, that fell to 14%. Meanwhile capsules commanded a

premium with *lower* price sensitivity - capsule users anchored on per-cup cost (Rs.35-Rs.45), not pack price.

**Distribution economics flipped the playbook.** Legacy FMCG distribution costs ~8-10% of MRP; specialty

coffee sold through e-commerce + modern trade costs 18-25% of MRP but carries 55-60% gross margin. The

client's existing 1.2-million-outlet network was a liability for this category - a premium brand reaching

mass-market kirana shelves would *signal* mass-market quality.

Findings

1. The addressable prize is Rs.1,900 crore by 2031 (from Rs.1,140 crore in 2026), but only two

sub-segments - retail whole bean/ground and capsules - justified entry at scale.

2. Brand architecture mattered more than product: launching under the corporate masterbrand dragged

perceived quality down 22 points in concept testing; a flanking "premium-roaster" brand with explicit

origin storytelling tested at parity with category leaders.
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3. Capsule economics are brutal at low volume - a capsule line needs ~Rs.50 crore annual revenue to

reach plant-level breakeven, achievable only by year 3 with the right e-commerce + modern-trade mix.

4. The "café halo" effect is real but expensive: opening 15 flagship cafés would cost Rs.28-35 crore but lift

retail trial rates by 9-12 points in test cities - a marketing investment, not a P&L line.

Recommendation

We recommended a **two-brand, two-segment, phased entry**:

• Phase 1 (months 0-12): Launch the flanking premium brand in whole bean/ground across e-commerce

(D2C + Amazon/Blinkit) and top-50 modern-trade stores in four cities. Fund 8 "experience" cafés as

marketing. Target Rs.35 crore revenue at a -18% contribution margin - deliberately a land-and-learn

phase.

• Phase 2 (months 12-24): Add capsules with a private-label capsule-compatible range, using the D2C

subscriber base as the beachhead to de-risk plant investment.

• Phase 3 (months 24-36): Expand to 12 cities, add HORECA supply to 300+ cafés, and take the

masterbrand into RTD only after the premium brand has reset quality perception.

**Go-to-market guardrails:** hold distribution to <=25% of revenue in year 1 (protect premium signal), keep

SKU count under 12, and price whole bean at Rs.299-Rs.349 with capsules at Rs.39/cup.

Outcome

The client adopted the blueprint in full. In the first year, the flanking brand launched in four cities with 8 cafés,

hit Rs.38 crore revenue (9% ahead of plan), and - most importantly for the CEO - the pilot proved the premium

positioning before any mass-market rollout. The two-brand strategy was subsequently mirrored in two other

emerging markets, and the client credited the "two segments, two brands, two channels" framing with saving

them from a costly RTD-first mistake.

*Case study reconstructed for illustration from typical engagement patterns. Client and figures are

hypothetical.*
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