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Abstract 

A brief mention of the fact that rural India makes up 

close to three-fourths of India’s population and 51% of the 

total disposable income is enough to ascertain that this 

market holds a significant amount of potential. Some might 

be lead to believe that  per capita calculations would prove 

the previous statement incorrect. However, the fact that 

rural India forms 41% of India’s middle class and a mere 

one percent increase in India’s rural income translates to a 

mind-boggling Rs 10,000 crore of buying power is evidence 

enough to know that this market holds promise. The 

research paper studies the diffusion of branded FMCG 

industry in rural area/ rural market. We conduct the 

research with the sample size of 100 numbers around the 

Kanakapura, Magadi, Channapattana and Ramanagar 

areas to find out the rural marketing strategies for brand 

penetration on FMCG industry. 

Key words: Rural Market, Brand Strategies, FMCG. 

I. INTRODUCTION 

Rural India accounts for almost 70% of the 

population as the recent Census 2011 indicates that of 

the 1.21 billion populations, 833 million live in rural 

India. The clan has been exposed to new 

communication technologies and a plethora of 

services which has strengthened its aspirations to 

become an urbanized society. According to a recent 

Technopak report, rural Indian economy is highly 

supported by increasing disposable income, 

Government initiatives and schemes and favorable 

demographics. As a result, the rural segment of the 

Indian economy is growing at a pace of 8-10 per cent 

per annum and is anticipated to add new consumption 

of US$ 90 billon-100 billion over 2012-2017 to the 

current base of US$ 240 billion-250 billion. 

Moreover, the growth of rural India is largely 

attributed by increasing awareness about need of 

education. According to the ASER (2012) report, 

private school enrolment in rural India has enhanced 

by 5.5 per cent points over past six years. The literacy 

rate has also gone up by 68.91 per cent in rural India. 

Rural chains in India are targeting hinterlands in 

a big way. For many companies, a large section of 

their revenues is contributed by rural sales. This fact 

is further making marketers focus their strategies on 

rural needs and customize their offerings accordingly. 

DCM Shriram's rural retail arm Hariyali Kisaan 

Bazaar (HKB) is planning to open 10 outlets in 2012. 

It is India's biggest rural retail chain by sales and 

operates 230 stores across eight states. HKB is also 

planning to partner with mobile telephone companies 

to provide farm and commodity advisory services to 

the farmers. Indian footwear industry, growing at a 

compound annual growth rate (CAGR) of about 15 

per cent, is anticipated to reach approximately Rs 

38,700 crore‟s (US$ 7.87 billion) by 2015 from the 

current level of around Rs 22,000 crore (US$ 4.48 

billion), according to a study by a leading industrial 

body. The projected growth is based on larger 

penetration into tier II and III cities and growing rural 

market which is making various premium footwear 

ranges, about 55% of the overall footwear industry. 
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Consumer Class in FMCG Sector in India 

Consumers play a crucial role in the Indian 

FMCG sector as the price band of each FMCG 

product is fixed depending largely on the consumer 

class which the particular company is targeting. A 

number of variants are offered by each brand in the 

FMCG sector. For example, the personal care, home 

care, bakery products, dairy products, processed 

foods are more consumed by the urban classes 

whereas the personal care items and fabric care are 

consumed more by the rural population. Some of the 

FMCG companies like Nestle India, Cadbury, Procter 

& Gamble (P&G) and Smith Kline Beecham offer 

high-priced branded products as these companies 

target the elite and upper middle class consumers. 

These high-priced branded products do not have 

High sales in the rural regions as much as it do in 

the urban section of India. Processed food 

manufacturers gain more profit in the urban areas as 

the urban population has a higher preference for 

ready-to-eat meals. The consumption of personal care 

items is high in the rural regions. High literacy rates 

and an increase in the per capita income of the 

inhabitants led to a rise in the consumption of the 

FMCG products in the country. 

Background of the Study 

Fast Moving Consumer Goods (FMCG) can be 

defined as packed goods that are consumed or sold at 

regular and small intervals. The prices of the FMCG 

are relatively less and profits earned through such 

sales are more volume based. The organized FMCG 

retailing in India is a new concept and is fast catching 

up in urban and semi-urban India. 

The FMCG Sector in India involves a strict 

competition between the organized and unorganized 

sectors of consumer durables. India offers an 

abundance of raw materials (Some product categories 

such as jams, toothpaste, skin care products, hair care 

products, etc  

The consumption of health and personal care 

products in FMCG sector has increased in the recent 

past with rise in disposable income especially among 

the early stages group in India. A few of the FMCG 

product are: Toiletries, Soaps and detergents, 

Cleaning and disinfecting agents, Cosmetics, foot 

wares, dairy products, Non durables and 

Pharmaceuticals. 

Further, the packaged food products and drinks 

are also sold under the FMCG, since these items are 

consumed or bought at regular intervals. Furthermore, 

recently the electronic items like mobile phones, MP3 

players, external hard drives, etc, which has less life 

owing to its technological development, has also been 

brought under the gamut of FMCG sector. Rural 

business process outsourcing (BPO) units account for 

over US$ 10 million towards India's IT-BPO 

revenues.  

Consumption pattern – The pie Figure given 

below gives a depiction of the expenditure heads of a 

rural household (Chart - 1) 

 

Chart - 1: Consumption pattern; Source: NSSO 

5th round KPMG Analysis 

This study focuses on the consumer behavior of 

young Indians in the age of 15 – 25 to understand and 

know their perception towards spending and to show 

a new path for the society and the industry for a 

sustainable environment. 

Statement of the Problem 

• People in rural and semi urban areas buy 

FMCG from their local retailer but not from the 

exclusive outlets and malls even though they are 

available in their proximity. 
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• To identify brand penetration of FMCG in 

rural India and providing sufficient information on 

basis of age income and spending pattern of 

individual. 

Scope of the Study 

• To increase the brand penetration of FMCG 

in rural area. 

Objective of Study 

• To understand what prevents i.e., 

price/awareness / any other, the consumers from 

buying FMCG from exclusive outlets and malls. 

Hypothesis 

1. Ho: There is a significant relationship between 

different price range and different purchase locations. 

H1: There is no significant relationship between 

different price range and different purchase locations. 

2. Ho: There is a significant relationship between 

different purchase location and different attributes of 

customer insight. 

H1: There is no significant relationship between 

different purchase location and different attributes of 

customer insight. 

Methodology 

The sample size for the research was 100 and we 

use the primary source as questions and secondary 

sources as article and journals mainly on the rural 

marketing, urban and rural development, marketing 

strategies, and rural area. The samples were selected 

in the area of Kanakapura, Magadi and 

Channapattana and Ramanagar rural area near to 

Bangalore. The reasons for selected the rural areas 

because, the areas are mainly depends on the sugar 

canes, silk, milk, coconuts, ragi, rice and wheat 

agriculture grains. The samples were collected from 

the person who belongs to the rural places in and 

around the Kanakapura and Ramanagar rural area 

around Bangalore. 

Research Design 

Research design used is “Qualitative research”. 

Method used to do a research is “Survey”. As 

previous data about the same was not available so it 

was recommended to go for Qualitative research 

where data is in the form of words, pictures or 

objects. Interactive interviewing technique was 

adopted for gathering data with the help of standard 

„Questionnaire‟ 

Development of Questionnaire 

There are in all 1 questions in a questionnaire. 

Questionnaire has several types of question like 

Contingency questions- Multiple-choice and Matrix 

questions- Yes/no questions. 

Analysis of the Data Collection 

Table - 1: Table showing Purchase frequency Vs 

Price range 

 

 

Particulars 

 Price Range  

Total 
100-300 300-500 500-700 700-1000 above 1000 

House hold 

Products 

Once in week 1 1 3 1 2 8 
Once in a fortnight 0 1 0 2 0 3 

Once in a month 4 7 14 6 5 36 

During festivals & 

functions 

2 17 9 7 5 40 

Other 1 7 3 1 1 13 

Total 8 33 29 17 13 100 

 

The above table interfaces that if the price of the house hold products is in the range of 300-500 they are 

going to gain a huge customer base in the future. 
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Chart - 2: Figure showing Price range VS Purchase location 

 

The Chart No.2 Interfaces that if the people who are willing to buy the house hold products between price ranges of 

300 - 500 buy their clothes from local retailer and the people who are having the purchasing power of 500-700 

generally buy their house hold products from shopping malls. 

Chart - 3: Purchase location VS Customer insights 

 

The chart no.3 shows that people buying from retailer look for quality and affordability. Interestingly people 

who purchase from “Shopping Malls” also look for quality and affordability. However, convenience was not a 

major obstacle for the people in rural areas as many of the times they travel more than normal people living in 

urban area. 

Chart - 4: Shopping partner Vs Influence on purchase decision 

 

The Chart No.4 shows that an individual goes mostly with friends and families for purchasing of apparels are 

very often. In “Very Often” category friends occupy highest position in being as shopping partners rather than 
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others. This shows that very few people are inclined to go for shopping alone. 

Chart - 5: Price range V/S Income level 

 

The Chart No.5 shows that maximum number of people who are having income of less than Rs one lakh go for 

the purchase of FMCG costing Rs.300-500 and Rs. 500-700. And also people with Rs one-two lakh of 

income go for house hold products costing Rs.300-500. 

1.12 Hypothesis Testing 

Statistical tool used for hypothesis testing is Chi-square and significance level is 0.05. 

   Hypothesis 1: 

Ho: There is no significant relationship between different price range and different purchase location. 

H1: There is a significant relationship between different price range and different purchase location. 
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Table - 2: Chi-square calculation 

 

•    Calculated χ2 Value = 16.194 

•    Degree of freedom = (5-1) (5-1) =16 

•    χ2 Table value = 26.30 

Inferences: As table value is more than calculated value hence Ho is accepted i.e. there is no significant 

relationship between price range and different purchase locations. 

Hypothesis 2: 

Ho: There is no significant relationship between different purchase location and different attributes of customer 

insight. 

H1: There is a significant relationship between different purchase location and different attributes of customer 

insight. 

 

 

OBSERVED(O) EXPECTED(E) (O-E)2 (O-EE)2/E 

5 2.72 5.198 1.911 

14 11.22 7.7284 0.689 

9 9.86 0.7396 0.075 

4 5.78 3.1684 0.548 

2 4.42 5.8564 1.325 

0 1.04 1.0816 1.04 

3 4.29 1.6641 0.388 

3 3.77 0.5929 0.157 

3 2.11 0.7921 0.375 

4 1.69 5.3361 3.157 

2 3.68 2.8224 0.767 

12 15.18 10.1124 0.666 

16 13.34 7.0756 0.530 

9 7.82 1.3924 0.178 

7 5.98 1.0404 0.174 

1 0.48 0.2704 0.563 

3 1.98 1.0404 0.525 

1 1.74 0.5476 0.315 
1 1.02 0.0004 0.001 

0 0.78 0.6084 0.78 

0 0.08 0.0064 0.08 

1 0.33 0.4489 1.360 

0 0.29 0.0841 0.29 

0 0.17 0.0289 0.17 

0 0.13 0.0169 0.13 

Total   16.194 
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Findings 

• Majority of rural people are not much aware of brand. 

• People in rural prefer to buy from local and retail shops. 

• Very few people with higher income level know and prefer to buy branded apparel. 

• Buying pattern is based on income level of the respondent. 

• Maximum numbers of respondents are willing to have an outlet close to their place. 

• Location of outlet doesn‟t matter much until quality required and prices are in affordable range. 

• If quality is not compromised and affordable prices are maintained, people in rural will Prefer to shift to 

brand FMCG. 

•    Purchase of house hold products peaks during festival seasons. 

•    Young people are a huge customer base in the rural. 

• There is a significant relationship between different price range and different purchase locations. 

• There is a significant relationship between different purchase location and different attributes of customer 

insight. 

II. CONCLUSION 

The rural India forms 41% of India‟s middle 

class and a mere one percent increase in India‟s rural 

income translates to a mind-boggling Rs 10,000 crore 

of buying power is evidence enough to know that this 

market holds promise. People love to use costly 

brands as they believe a costly brand not only 

symbolizes high quality but also status. Our research 

shows that majority of the target population gives 

high importance for price, quality, brands as well as 

trends of course taking their budget allocation into 

consideration. 

OBSERVED(O) EXPECTED(E) (O-E)2 (O-E)2/E 

27 23.12 15.0544 0.0651 

9 8.84 0.0256 0.003 

28 31.28 10.7584 0.344 

4 4.76 0.5776 0.121 

2 2.38 0.1444 0.061 

2 0.91 1.1881 1.306 

3 3.22 0.0484 0.015 

0 0.49 0.2401 0.49 

5 5.78 0.6084 0.105 

1 2.21 1.4641 0.662 

9 7.82 1.3924 0.178 

2 1.19 0.6561 0.551 

0 2.72 7.3984 2.72 

1 1.04 0.0016 0.001 

6 3.68 5.3824 1.463 

1 0.56 0.1936 0.346 

TABLE-3:Chi-square  

•    Calculated χ2 Value = 9.017 

•    Degree of freedom = (4-1) (4-1) =9 

•    χ2 Table value = 16.92 
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Purchasing power of a customer depends on the 

brand awareness and is significantly correlated with 

the monthly expenses, Price Range of low end 

branded FMCG products correlated with the Purchase 

Location of the retail outlet and Price range of house 

hold products are strongly correlated with Quality 

and affordability. We can conclude saying that rural 

market has a huge opportunity for the branded daily 

usage products because of rural people positive 

perception towards quality, trend and price. 

The brand impact of the daily usage products in 

the rural area are highly impacted by the digital 

marketing and media advertisements. All the rural 

people are moving towards the branded products due 

to quality and awareness of the products. Now a days 

all the FMCG products are easily available to 

common rural people due to proper communications 

and transportations. Now a day‟s upcoming small 

sized marketing malls, big shops establishing in the 

rural areas so that all the products are easily available 

to the each and every family in the rural areas. 

FMCG brand is impacting on the rural areas, so 

that it changes rural people  life styles to civilization 

or modern towards of the urban area. 
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