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With a population of over 600 million pecple, India
is a vast market, at least in the demographic sense. This population,
.. whdch ik presently growing at an amual rate of 2%, is potentially
a very large market for all kinds ofconsumer non-durable and durablé
goods. The actual size of this market is constrained by several economic
and social factors. There are indications that some of these constrai-
nts might get relaxed as a result of political and economic develop-

ments,

A though predominantly an agricultural country, India
has developed a substantial industrial base in the years following
independence from British cdloniel rule in 1947. The industrial
sector has expanded faster than the total econonmy and its growth
rate has been higher than usual in recent months. The industrial
sector, t};emfore, constitutes a rapidly exparding market for raw

materials, intermediate goods, and capital goods.

The purpose of this paper is to examine the nature and
prospects of Indian markets. The paper also discusses the nature of
the marketing system which has evolved to cater to these markets.
Finally, the paper attempts to develop some guidelines for marketing

strategy and public policy in view of the emerging perspective.



I1HE, INDIAN MARKET

gneral Characteristics

Table 1 shows the population, national income, and per capita
ﬁlsane of India in the years 1960 and ‘1974} This table shows that
while national income (in real terms) hes incre.sed, population has
also increased almost proportionately. The result is that per capita
-income has risen only marginally. The slow rise of per capita income
;rould suggest that consumer markets have not expanded significantly.
However, this is not entirely correct. The sectoral composition of
the national product has changed so that more of the income is
generated in wage and salary earning Sectors such as manufacturing,
transport, and public administration (See Table 2). The declining
gshare of agriculture implies that a larger proportion of national
incare enters market transaction. This is because a major portic?n
of the agric{zltural product is not in the fom of commodity production

amd hence outside the exchange eccmorzxy:i3

Though the share of agriculture in the national product is
declining, the rural market for manufactured consumer goods continues
to be far larger than the urban market. It is estimated that the
rural market for manufactured consumer products is nearly three times

the correspomding urban marketB.



[he Consumer Goods Market

The consumer goods market is numerically large amd has
expanded with more wage-earners added to it. However, the consumption
standards of this market for most products have been stagnant or
rising very slowly. Table 3 shows the per capita availability of
important articles of consumption. Except for tea, electricity amd
to a lesser extent sugar,'the per capita availability of other items
has been atasnant or declining, The same has been true for popular
and commonly used toiletry products. For example, in the pericd
197174, there was substantial decline in the overall availability
of popular taleum powders, face creams, hair oils and soapsz."

The;e are Several reasons for the stagnating consumer goods
markets. Because of the unequal income distribution, the base of the
consumer goods market has remained quite narrow. For example, the top

-¥1O per cent of the urban and the rural population together consume
about 36 per cent of the total supply of manufactured consumer goods?
In fact, there has been little or no growth in the income of the
poorest 40 per cent., It is evident that any policies which ameliorate

the econ_omic condition of the lowest stratum would lead to a rapid

" expansion of consumer goods markets.

There are also censtraints on the suppby of‘consumer goods.
Many consumer products suchA as tea, cotton fabrics, coffee, sugar,
footwear, fish, etc, are exported. This reduces the domestic supply.
Also, fresh investment in consumer goods industries is given low

priority as compared to imvestment in the industrial sector. Most
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consumer products industries are dominated by multinational corporations
-and mosopoly Indian houses. These compamies prefer to concentrate on

narrow but highly profitable upper income market segments.

The consumer markets are thus constrained by both a narrow
‘demand base and restricted supply. Government policy has recently
sought to maintain amd increase the supply of essential mass consump-
‘tion items by requiring some manufacturers to produce lowspriced popular
brands. However, this policy has produced mixed results because the

government has no influence over the marketing support provided to the

low-priced brands,

The results of certain juridical changes pertaining to land
tenure , fevdal labour contracts , and minimum agricultural wages would be
Aqf interest fram the point of view of demand for consumer goods. If
‘these juridical changes bring gbout the envisaged agrarian reforms
‘on a mass scale, there could be substantial expansions in rural mrkets

for consurer goods,

It sholld be noted that imports do not play a significant rale
1n the consumer goods markets, e xcept in the case of foodgrains. This
ii,situfation is likely to continue unless the present substantial balance-
. of-trade deficit gets conwerted into an equality substantial balance-

;of-trade surplus in the years to come.

The Industrial Market

In contrast to the market for consumer goods, the industrial
market has expanded substantially. Table 4 shows theproduction of
selected imdustries in the years 1960 and 1974. Rates of growth for

pany industrial products and materials such as power transformers,
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#lectric motors, sulphuric acid, amd aluminium have been impressive.
;ﬂe industrial markets have grown not only through the expanpsion of
established industries but also through the diversification of the
injustrial base. Many new industries such as petrochemicals, instru-
#entation, computers, automatic machine todls, special allays, ete.
have appeared only in the past two decades. Significantly, many of these

t

industries are dominated by public sector corporations.

The growing industrial sector requires increasing imports.
However, the composition of imports has changed significantly in the
last few yesars. Table 5 shows the major imparts for the years 1965
| and 1974. The consumer goods imports, consisting of foodgrains, have

gone up by about 50%. With incre ising agricultural production, food
imports are likely to stabilise or even decline. The imports of

raw matcrials and intermediate manufactures have risen more than 2%
-times in a 10-year period. asbout half of the increase is attributable
to the steeply‘ rising petroleum import bill after 1973. However, the
imports of fertilisers, chemicals, drugs, paper and steel have aliko
r:i.een‘ substantially. With the accelerating pace of industrialisation,
the imports of raw materials and intermediate ;nanni'a.ctuzes can be
expected to continue to rise., In fact, if the 0il exploration efforts
lead to a reduction in petroleum imports, it is very likely that the

. imports of other r.w materials amd intermediate manufactures will rise
sharply. There is already a trend toward the import of semi-processed

goods which can be subjected to value-adding processes domestically.
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The declining imports of capital goods point to the self-

sustaining nature of the industikial base. The creation of a viable
heavy industry in the public sector has taken care of much of the
capital equipment needs of the imdustrial sector. However, this self-
sufficiency is limited to conventional forms of technology. The
Ibsea’mh & Development capability of the industrial sector is still
at an infantile stage. Under the existing pattern of development, it
is reasonable to expect that there will te a spurt in the outright
buying of newer, more sophisticated technologies. This is likely to
happen in fields like _elactronics , aercnautics, nuclear energy, ’
chemical processes, phamaceuticals, transportation, computers, oil

exploration, mining eqLﬁpment, agricultural machinery, etc.

Export Ferformance

It is impossible to understand the dynamice of Indian markets
without examining the export trends. Since the economy is closely
integrated with the world market, the domestic markets are affected

by developments in the international sphere.

Data regarding the growth of some major export items are
given in Table 6. Many of the traditional exports such as jute and
tea have grown very slowly. On the other hand, exports of engineering
goods, sugar, chemical products, and fish products have shown phenomenal
rates of growth. The shift from traditional to non-traditional exparts
has affected the industrial markets significan%ly. The domestic sales
and imports of tnose raw materials, intermediate products and capital
equipment, which are inputs to the export sector; have grown rapidly.
Government policy has been favourable towards imports which augment

the country's export pﬁentialé



The slackening of growth of traditional e xports is
partly due to the insufficient modernisation of industries such as
_cotton textiles, jute processing, and tea packing.‘ Many units in these
.‘ industries will be forced to modermise to maintain their positims
in the workd market. Markets for sophisticated textile machinery,
‘Vfood processing machines, packaging and canning equipment, tin plates,
’pal.)er and paper products, etc can be expected to expand as a con-

,8equence of the decisions of traditionmal units to modermise.

MARKETING IN INDIA

" The marketing system in India is the product as well
a8 the producer of market conditions. This system has evolved in
fesponse to the needs of the Indian markets. At the same time, it
;has shaped the nayture of Indian markets. In the following paragraphs,

‘seme key features of the Indian marketing System are discussed.

\zg roducts and Prices
It has been pointed out that the market for consumer

praducts has a narrow base. This is reflected in the mix of consumer
products available in the Indian market -nd their prices. Although
there is a prolifération of high-priced, premium brands, the

j ;nglabﬂity of low-cost functional products remains low. A few
packaged goods such as matches, cigarettes, tea, and .socap have
penetrated the rural market. However, these are exceptions. The

vast majority of branmded products cater to a limited urban market.
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In recent years, there is some evidence of product
adaptation to create low-cost, functional products. Such adaptation
has entailed simplification or elimination of packaging, bramding, and
non-essential product features. The impetus for such changes usually
comes from small-scale manufacturers who begin to urndercut the domi-
nant brands in localised markets., A steep rise in packagirg costs has

also contributed to such product changes,

Because of the limited market base, the prices of consumer
products, durables and non-durables, are relatively high. For example,
the domestic price of almest all consumer durables and most packaged goods
is higher than or equal to the international price. This is inspite of
tke faet that labour costs in India are among the lowest in the
world and maxketing costs are almost one-~third of those prevailing

in the advanced Western countries.

Consumer gocds marketers in India prefer to rely on a
high-margin, low-volume strategy rather than a low-margin, high-volume
strategy to maintain and enhance their profitability. Because the
- affluent population stratu.m'is small, predominantly urban, well-
identified, accessible and well-integrated int‘,o a known congmption
pattern, the marketers finmd the high-margin low-volume strategy _
workaﬁe and in fact relatively risk free. Threec developments could

. change the production and price structure of the consumer goods sector:

1. Changes in Social Structure: It has been pointed out

that changes in the agrarian social structure could
create a spurt in the demand for mass consumption goods.
Low-priced, functicnal products weuld be forthcoming

to meet such demand.



2, Changes in Industry Structure: It is possible

that government intervention in the production
and/or distribution of certain mass consumption
goods could bring down the prices of such goods?

- 3. Quantum Increase in Experts: It is possible that a

major increase in the exports of certain consumption
goods, by ushering in scale economies in production
and marketing, could bring down the costs and prices.
This would be analogous to similar developments in
South Fast Asian countries. Such export jumps are
usually the result of production tie-ups. It is
significant to note that production tie-ups with
Eastermn Burope have been mentioned as a major plank

of export strategy in a recent official announcement?

Although all three developments are possibilities, they
are listed in the ascending order or probability. Thus, it is highly
probable under present comditions that major production tie-ups will
be conducted with foreign coumtries for consumer as well as industrial

goods.

The prices of industrial products have not risen as much
as those of consumer products. Table 7 shows the price indexes for
selected consumer and industrial products for the years 1960 and 197 4o
It is evident that while the prices of all commodities have riéen
sharply: the price of capital goods (machinery, transport equipment)
and finished manufactured products have not increased as much as those

of consumer products.

The range of industrial products available indigenously

has increased considerably as a result of technology assimilation,
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know-how transfer, and innovation, The widening product base and
relatively stahl~ prices portend a period of sustained growth in

India's industrial markets, both domestic and international.,

Distribution

With approximately 3.5 million retail outlets, India
has perhaps the largest retail network in the world in quantitative
terms. However, ’ché typical retail outlet is very small in terms
of turnover?

The reach of most manufactured consumer pfoducts is low
in comparison to the vast retail network. There are certain exce'pti.ons -
-matches and cigarcttes ( 7 - 8,00,000 outlets), packaged tea (5-600,000.
outlets), packaged soap (3 - 400,000 outle‘cé ). For example, the direct
distribution of most manufactured consumer products hardly reaches
500 to 600 urban markets. This compares quite unfavourably with the
total market consisting of about 2000 aress clasgsified as urban and
‘approximately 575,000 villages., It can be expected that government
policy as well as competitive pressures will work in the direction

-of extending the reach of popular consumer products.

The retail and wholesale margins in India are low compared
to those prevailing in advanced Western countries. The low margins
reflect the high labour intensity of trading activities as well as
the relatively low level uof services. The evolutionary trends in both
these factors point tow\ard a somewhat higher cost of distribution in
the future, However, distribution costs are also of concern to

government palicymakers, If policy measures are adoptedto rationalise
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distribution of mass consumption produets, it is likely that

distribution costs may remain stable or even decline.

In the case of many industrial products, the responsibilidy
of physical distribution rests with the purchaser rather than the
seller. Goods are sold FOR (Free-on-rail) point of despateh and the
purchaser bears the freight. This feature has evolved in a shortage
economy where much of industrial production is done on job-order basis,
However, such conditions are ch-nging and it can be expected that
for many industrial products, distribution services will emerge
a8 an integral part of an aggressiwe selling strategy. Major industrial
companies are already trying to gain wide geographical representation
through branch offices, agencies and dealerships, especially in the
industrial centres. A trend towards representation in foreigo markets,

often through export promotion bodies, is also evident,

Industrial distributing companies, which combine distri-
bution, selling, technical assistance and servicing, have been on the
Indian industrial scens for a long time. Such companies offer a
package of distributional services and are extensively used by small
and medium manufacturers as well as by large enterprises and foreign-
based marketers for specific product lines.With the subs‘bantiaJ: et ry
of the government in the project engincering field, it is likely tmt

-such distributing companies would be created in the public Sector.

Advertising

ihe expenditure on commercial advertising in India is

spearly US $100 million. 45 a vercentage of GNP, this is very small
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compared to the developed as weAll as most third world countrieszo-
However, it should be noted that this expenditure is directed mainly
at the top 10% of the urban and rural population, In terms of both
media and content, Indian advertising reflects an urban and elitist
bias. For example, the informational content of most aavertising

in termms of product or price information is very low while the
emotive content is rather high. In the case of a few products, this
situation is beginning to chénge because of price competition or

demand recession.

Print media account for the largest share of advertising
experditure, although cinema (commercial films) followed by radio
have a far greater reach than print media, Television as an advertising
media 18 very new and reaches the upper income fringe in just seven
cities., |

Since the vast rural market is not easily accessible
through either print ar bruadcast media, the use of outdoor media is
widespread. Wall paintings, hoardings, ralling-stock advertising and
even shop point-of-purchase display are used quite extensively, and

usually effectively, to communicate with the rural m sses.

In relation to the substantial (and growing) industrial
base, the media for industrial advertising are underdeveloped. Trade
and technical journals are poor in terms of reach as well as effective-
nes;} Trade and technical publishing is often in the hamds of individuals
with no long-run professional interests, Because of lack of availability
of good trade media, industrial advertising appears in the regular

print media, mainly daily press. Although the effective reach to
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‘total reach ratio is very low, the daily newspapers provide a
suitable editorial climate and reader interest for most industrial

products.,

Marketing Services

The development of professiomal marketing services,
especially research and market information agencies, has been rather
slow, Consumer product companies, which are major potential users
of such services, have preferred to develop inhouse research competence
and sources of market information. It is not unusual to find a company

comucting even an all-India readership survey for internal use.

There seem to be several reasons for the underdeveloped
state of professional markfet:i_ng services, the primary reason being
the small size of the market for such services. The consumer goods
industry, especially the bramled and advertised goods sector which
is sophisticated enough to use marketing services, is domimated by
a small number of large business houses. In suﬁh a merket structure,
the need for marketing research aml other services is not wvery salient.
Other facturs inhibiting the growth of marketing Services‘gre:
i) relatively low use of analytical decision making techniques in 1 -
merketing, ii) shortage of skilled researchers, iii) lack of enter-

prise in developing new services amd iv) pricing of research services.

In recent years, some good marketing services have come
into existence, most notably the readership survey aml retail audits
corducted by Operations Rescarch Group. Because of the fluctuating

nature of their business, some advertising agencies have also
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diversified into consultaney and research services, With the
inereasing emphasis on exports, marketing services can be expected

to grow to cater to the meeds of Indian exporters.

SOME_IMPLICATIONS

Thie paper has sketched the broad outlines of Indian
markets and the marketing system which has evolved to cater to these
markets. Ths consumer goods markets have a narrow, predominantly
urban base. The expansion of these markets is contingent upon several

economic and social changes.

Indian marketing system reflects the lop-sidedness of
markets - in fact, it has created this situation. Although the
needed expansion of markets and rise in living standards can come
about only through the reduction of social and economic inequalities,
an active public policy can help considerably in improving the
functioning of the marketing system., This would require informed,
forward locking policy formulation to improve the structure, conduct
aml performance of consumer markets, In this respect, T,he marketing-
related legislation in India is considerably advanced by Third world
standards and further reforms are under considerétion?z But a sompre-
bensive public policy for the consumer guuds sector requLrés, above all,
an impetus for increased production and efficient .distribution,,?,f‘ low~_
sost, functional consumer products. Under the present :i.ndt;strial struchure

L4

and industrial policy, a public sector marketing corporation @an perhaps

fdeally provide such an impetusT.B
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The industrial markets have grown and diversified
rapidly, primarily as a result of a conscious policy of industria-
lisation. At the base of the industrial growth is a structure of
heavy industries in the state sector, It is this infrastructure
which creates the preconditions and opportunities for imdigenous
_industrial growth and expansion of internal and export markets.
} The sustenance of industrial growth would require efficient
: marketing interfaces both domestically and internationally. These
interfaces could take the form of distribution and promotional
agenciés , technical media, trade show facilities, and consultancy
services. Given the present structure of the industrial goads
sector ~ state-owned heavy industry along with privately-owned
small and medium-scaled industry - it is evident that mcst of

these interfaces would have to be provided by the state.

The increasing importance of international trade -
both exports and imports poses both an opportunity and a threat
for Indian markets and marketers. (nless selectivity is exercised
' in internatiomal trade, it is very likely that a dépen}ient e ttern
of industrialisation will take hold as has happened in many
South-Rast Asian countries and even Japan. The vulnerability
of sueh an imdustrial structure to the business cycles of developed
western economies is obvious. Only & carefully enunciated and
enforced foreign trade policy will enable the ceyntry to selectively

gaiu by boosting export earnmings ard importing relevant technology.
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A1l figures are approximate and are presented in United States
dollars for comparative purposes., The source of data for tables R
unless otherwise indicated is: Govermment of India, Economic
Survey, 1975-76. e

In 1960, the proportion of foodgrain production avail_.ble for
the market was 25%, the rest being consumed on farm. In 1975,
it is estimated that this increased to 35%. See John R. Moore,
Sardar S. Johl and 4li M. Khusro, Indjan Foodgrain Marketing
New Delhi: Prentice-Hall of India Pvt. Ltd., 1973. The increase
is due to migration from rural to urban areas, increasing
agricultural productivity, and changing agrarian relations with
wage labour replacing a part of share cropping apd marginal
farming.

Ranjit Kumar Sau, Indian Ftonomic Growth: Constraints amd
Prospects, Calcutta: Orient Longman, 1973, pp. 29-32,

Subroto Sen Gupta, "The Elite Barrier to Consumer Goods
Marketing", R.K. Sirkar Memorial Iecture, Advertising Club,
Calcutta, 1975. The decline for most products was in the range
of 15-25%. The_data pertain to urban markets.

Sau, op.cit

In the Import Trade Control Policy for 1976-77 "a more liberal
approach has been adopted in the matter of providing appropriate
inputs to strengthen the export production base as also to make
it competitive amd growth oriented in the international market".
Government of India, Ministry of Commerce, Import Trade Control
Policy, 1976-77, Vol.IL.

A proposal for such intervention in the case of essential drugs
has been made recently by a committee set up by the Government.

See Report of the Committee on Drugs apnd Pharmaceutical Industry
Ministry of Retroleum and Chemicals, Govt, of India, April 1975.

"Export Strategy Outlined", Economic Times, July 21, 1976, p.l

The average annual turnover of a retail outlet in India is
$ 2,500 compared to $ 60,000 in UK and over $ 200,000 in USA.

Advertising as percentage of GNP in 1972 was 0.16% in India,
as compared to 2.00% in USA, 1.14% in K, 0.86% in Turkey
and 0.40% in Egypt. Data from an International Advertising
Association survey reported in Economic Times, May 4, 1973
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12,

13.

One leading imustrial company uses only the front cover
of technical journals on the assumption that most readers
are unlikely to turn to inside pages!

For a discussion of marketing and public policy in India, see
Rakesh Khurana and others "Marketing & Public Policy" working
paper, Indian Institute of Managemert , Ahmedabad, 1976.

See Labdhi Bhandari "Meeting the Consumption Needs of Masses:
A Proposal for a Public Sector Marketing Corporation", paper
presented at Seminar on Public Distribution Systems, IIMA,
Aug. 19-20, 1976.



Table 1

Population, National Income, Per Capita Income

Year
Item , 1960 1974
1. Population 433 586
’ (mﬂlions)
2. National Income’ 14,740 22,300
(million dollars)
3. Per Capita Income* 34 38

(dollars)

#* 4t constant 1960-61 prices (US $ 1 =1Rs 9)



Table 2

Percentage Distribution of National Product

by _Industry of Origin

(at constant prices)

Industry Gfoup Percentages
1960 1974
1. Agriculture and mining 53 41
2. Manufacturing, construction 19 24
utilities
3. Transport, Communication, 14 16
trade
4« Banking, insurance, real 4 4
estate
5. Public administration, 10 15
' defence - —
100 100




Table 3 _

Per Capita Availability of Important Items of

Consumption
Item Fer Capitse Availability
1960 1974
Foodgrains (grams/day) 460 450
BEdible oils and fats 4.0 3.8
(Kg/year)
Sugar b7 5.8
(Kg/Year)
. Cotton Clath 13.8 12.9
(metres/year)
. Tea 287 435
(grams/year)
. Domestic electricity LA . 8.6

(k‘fh/year)




Table 4

Production of Selected Industries

Irdustry init Production in Percentage
‘ 1960 1974 increase
1960-1974,
1. Coal million tons 56 91 63%
2. Finished steel 2.4 4.9 104%
3. Alwminium 1000 tons 18 127 606%
4. Automobiles 000 Nos. 55 82 49%
5, Power Trans- t000 KV4 1413 12438 780%
formers
6. Electric motors  '000 HP 728 3685 LO6%
7. hadio receivers  '000 Nos. 282 1966 597%
8. Sulphuric Acid 1000 tons 368 1434 290%
9. Cement million tons 8 15 88%
0. Refined million tons 6 20 233%
Petraleum

Products .




( million of dollars, US §$ 1 = ks 9)

Table 5

Major Imports

Item Imports in Percentage
1965 1974 Change
1965-1974
1. Consumer goods 564 849 + 50%
2. Raw materials and 863 3151 wRE7%
intemediate,
manufactures
3. Capital good.s* 893 TS5 - 13%
4. Others 145 190 +31%

* Major items are petroleum, fertilizer, steel, chemicals,

and paper.

#*# Major items are mechanical am electrical machinery and

appliances.



Table 6

Major Exports

(Million of dollars, US§$ 1 =Rs 9)

Percentage

Ttem Exports in
1960 1974 growth
1960-74
1. Jute manufactures 236 328 35%
2. Tea 215 249 16%
3. Cotton fabrics 101 176 T4k
4. Tron ore 30 178 L94%
5. Leather & leather Ld, 161 266%
manufactures
6. Cashew Kernel 33 131 R97%
7. Engineering goods 15 392 2515%
8. Sugar 42 376 795%
9. Chemicals and 6 103 159 1%
allied products ‘
10. Fish and fish e 74 825% -

preparations




Table 7

Index Numbers of Whalesale Prices

products

Ttem Index Number (1961=100) Percentage
‘ 1965 1974  Increase
1965-1974

Food articles 145 364 151%
Liquor & tobacco 133 305 130%
Industrial rawmaterials 133 327 145%
Chemicals 126 300 138%
Machinery & transport 118 242 105%
equipment

Manufactured intermediate - 125 320 156%
products

Manufactured finished 116 239 106%




