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Preface

It gives us great pleasure to present the New edition (as per Revised

Syllabus) of the text book on “Rural Marketing” to the students of Bachelor of
Management Studies. The book contains field photographs, corporate examples

and information on recent developments in rural marketing. Case studies have

been included to enable the students to learn the application of the principles of
rural marketing.

We request the teachers, students and others to provide constructive

suggestions to further improve the contents and quality of this book.

We are grateful to Himalaya Publishing House Pvt. Ltd. for their kind

co-operation and excellent service in bringing out the New edition.

Mumbai
28.10.2015 Authors



Syllabus

Learning Objectives:
The objective of this course is to explore the students to the Agriculture and Rural Marketing environment
so that they can understand consumer’s and marketing characteristics of the same for understanding and
contributing to the emerging challenges in the upcoming global economic scenario.

Unit
No.

Name of the Topic No. of
Lectures

1 1. Introduction to Rural Market, Definition and Scope of Rural Marketing.
2. Rural Market in India – Size and Scope, Rural Development as a Core Area,

Efforts Put for Rural Development by Government (A Brief Overview).
3. Emerging Profile of Rural Markets in India
4. Problems of Rural Market.
5. Constraints in Rural Marketing and Strategies to Overcome Constraints

13

2 1. Rural Consumer vs. Urban Consumers – A Comparison, Characteristics
of Rural Consumers.

2. Rural Market Environment:
(a) Demographics – Population, Occupation Pattern, Literacy Level;
(b) Economic Factors – Income Generation, Expenditure Pattern, Rural

Demand and Consumption Pattern, Rural Market Index, Land Use
Pattern;

(c) Rural Infrastructure – Rural Housing, Electrification, Roads.
3. Rural Consumer Behaviour: Meaning, Factors Affecting Rural Consumer

Behaviour – Social Factors, Cultural Factors, Technological Factors,
Lifestyle, Personality.

15

3 1. Relevance of Marketing Mix for Rural Market/Consumers.
2. Product Strategies, Rural Product Categories – FMCGs, Consumer

Durables, Agriculture Goods and Services; Importance of Branding,
Packaging and Labeling.

3. Nature of Competition in Rural Markets, the Problem of Fake Brands.
4. Pricing Strategies and Objectives.
5. Promotional Strategies. Segmentation, Targeting and Positioning for Rural

Market, Rural.

15

4 1. Distribution Strategies for Rural Consumers.
Channels of Distribution- HAATS, Mandis, Public Distribution System,
Co-operative Society, Distribution Models of FMCG, Model for Rural
Markets. (Case Study Based).

2. Communication Strategy.
Challenges in Rural Communication, Developing Effective Communication,
Determining Communication Objectives, Designing the Message, Selecting
the Communication Channels. Creating Advertisements for Rural
Audiences.
Rural Media – Mass media, Non-conventional Media, Personalized Media.

15
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CHAPTER
Nature and Scope of

Rural Marketing1

Introduction
It is said that “Bharat mata gram vasini” which means that mother India lives in her villages.

According to Census 2011, our country has 6,41,000 villages and total population of 1,210 million.
Out of the total population, rural population is 833 million and constitute about 69% of the population.
The trust on rural development and the Green Revolution during the late 1960s and early 1970s that
focused on the use of high yielding varieties of seeds, increased use of fertilisers and modern pest
management practices have resulted in higher yields. From a food deficit nation in the mid-60s, our
country became self-sufficient in food production in 1971 and we are now exporting agricultural
produce to other countries. The rise in income coupled with increased awareness and the need for
possessing modern goods have influenced the rural marketing environment in our country. Expansion
of TV network, rising aspirations of rural people and packaging revolution, have contributed to the
growth of rural markets.

Further Government has adopted a planned programme for development of village industries and
infrastructural facilities. There has been a shift from an agricultural economy to manufacturing and
service economy and this development has resulted in increase in job opportunities, income and
demand for goods and services in rural markets. However, the general impression among marketers is
that the rural markets have potential only for agricultural inputs like seeds, fertilisers, pesticides, cattle
feed and agricultural machinery. Over 50 per cent of the national income is generated in rural India
and there are opportunities to market modern goods and services in rural areas and also market
agricultural products in urban areas. over 70 per cent of bicycles, mechanical watches and transistors
and about 60 per cent of batteries, sewing machines and table fans are sold in rural India. At the same
time, sales of colour television, washing machines, refrigerators, mobile phones, computers, shampoos,
face cream, mosquito repellent and toothpaste are very low and there is tremendous potential for such
products in rural markets.

Rural markets have undergone rapid transformation during the last ten years. Today, the rural
consumer is exposed to a variety of products and services and specific brands. Rural markets account
for about 50 per cent of the consumption of fast moving consumer goods and durables. Even usage of
computers is growing in large villages and villages close to towns. While rural markets offer big
attractions to the marketers, it is not easy to enter the market and take a sizeable share of the market
within a short period. This is due to low literacy, low income, seasonal demand and problems with
regard to transportation, communication and distribution. Further, there are different groups based on
religion, caste, education, income and age and there is a need to understand the rural markets in terms
of buyer behaviour, attitudes, beliefs and aspirations of people. Many of us think that increase in
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consumption of consumer goods such as mobile phone and television is an indication of the
improvement in the quality of life of people in rural areas. But access to sanitation, electricity,
education and health care is still lacking in villages and the people should have basic amenities of life
such as Roti, Kapda, Makaan, Bijli, Sadak and Pani.

Rural marketing has become a buzz-word among marketing professionals and preachers.
Delivering a better standard of living and quality of life will be the new role of rural marketing. The
companies entering rural markets have a major role to play by carrying developmental messages to
less informed rural population. Late C.K. Prahalad, the Management Guru, in his famous book on
“The Fortune at the Bottom of the Pyramid”, has rightly said, “the real source of market promise is not
the wealthy few in the developing world or even the emerging middle income consumers. It is the
billions of aspiring poor who are joining the market economy for the first time.” Thus, rural markets
offer opportunities and challenges for the marketers.

Market
Traditionally, market refers to a physical location where buyers and sellers gather to exchange

their goods. In the market, ownership and possession of products is transferred from the seller to the
buyer and money acts as a medium of exchange and measure of value. Economists describe a market
as a collection of buyers and sellers who transact over a particular product or service. Marketers view
sellers as the industry and buyers as the market. Business people use the term market to refer to
various grouping of customers, i.e., Product market (Example: Television market), Geographic market
(Example: African market) or Non- customer group such as labour market. Market also refers to the
aggregate demand of the potential buyers for a product or service. In this sense market means people
with needs to satisfy, the money to spend and the will to spend money to satisfy their needs. Therefore
the term “Market” has a wider meaning and it is not confined to a particular physical place. It is an
area in which forces of demand and supply operate directly or by means of any kind of communication
to bring about transfer in the title of the goods.

Rural Market
There are different definitions for the term rural market.

1. Census of India 2011: The rural market has been defined as a place where the population is
not more than 5,000, the density of population is not more than 400 per square kilometre and at least
75 per cent of the male working population is engaged in agriculture.

2. Reserve Bank of India: Locations with population up to 10,000 will be considered as rural
and 10,000 to 1,00,000 as semi-urban.

3. Planning Commission: Places with population up to 15,000 are considered as rural.

4. NABARD: All locations irrespective of villages or towns, up to a population of 10,000 will be
considered as rural.

5. Most Companies in the FMCG would define rural as any place with a population up to
20,000.

6. Consumer Durable Companies would consider any town with a population below 50,000 as
rural.
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7. A Simple Definition from Marketers’ View would be “any market that exists in an area with
less than 10,000 population, low density of population and without significant infrastructure facilities
is a rural market”.

Rural Marketing
When we study the evolution of rural marketing in our country, we find the following stages:

1. Agricultural Marketing
In the earlier years, i.e., before the 1960s, the focus was on marketing of agricultural produce

such as paddy, wheat, cotton, etc., and the subject was treated as a synonym with agricultural
marketing. As per National Commission on Agriculture, “Rural marketing is a process which starts
with a decision to produce a salable farm commodity and involves all aspects of market structure or
system, functional and institutional, based on technical and economic consideration and includes pre-
and post-harvest operations, assembling, grading, storage, transportation and distribution”.

2. Agricultural Inputs Marketing
The Green Revolution during 1960s and 1970s led to increase in the use of high yielding seeds,

fertilisers, pesticides and agricultural machinery like tractors and a new area of marketing, i.e.,
agricultural inputs marketing became popular.

3. Consumer Goods Marketing
Focus on rural development and liberalisation in 1980s had a salutory effect on rural economy

and the demand for consumables and consumer durables. Companies like Hindustan Unilever, ITC,
Colgate, Marico, Parle, Britannia, Godrej, Philips have taken a lead in establishing their products in
rural markets. Many marketers and academicians consider rural marketing as the marketing of
products and services to rural population. Rural marketing is defined as “the process of developing,
pricing, promoting, distributing rural specific goods and services leading to exchange between urban
and rural markets which satisfies consumer demand and also achieving organisational objectives”.

We can look at rural marketing in two ways:

1. Functional and Product-oriented Concept
Rural marketing is the flow of goods and services from urban to rural and vice versa. The flow of

goods within the rural areas is also called rural marketing. Therefore, rural marketing is a two-way
marketing process and involves three types of transactions.

“Rural to Rural – A Craftsman Displaying His Wares”
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(a) Urban to Rural: Products manufactured in urban areas are marketed in rural areas.
Example: Two-wheelers and television.

(b) Rural to Urban: Production takes places in rural areas for consumption in urban markets.
Example: Agricultural produce such as paddy, wheat, cotton, fruits and vegetables.

(c) Rural to Rural: Production is carried out in villages and the products are used in villages.
Example: Farm implements (ploughs, pick-axe, sickles, ropes, bamboo mats, baskets, etc.)

2. Socio-economic Concept
According to Paul Mazur, marketing is the creation and delivery of standard of living to society.

This definition catches the true spirit of the marketing process. It has consumer orientation. It
emphasises the major function of marketing, viz., satisfaction of customer and social demand for
goods and services. The word ‘rural’ connotes an environment characterised by low investment, low
literacy, low density of population, low infrastructure facilities, low income and low savings and
marketing is the process of delivering better standard of living and quality of life to the rural
population. A rural salesperson is the carrier of developmental messages to less informed rural
population rather than a mere order taker.

Examples:
(a) In the case of oral care products, currently only 47 per cent of the population use toothpaste,

23 per cent use powder and the rest neither. Targeting non-users in rural areas and developing
awareness about oral hygiene and converting them into tooth- powder/toothpaste users.

(b) Identifying farmers who are following traditional methods of cultivation and educating them
to adopt modern cultivation practices.

(c) The penetration level of soap is about 80 per cent in rural market against over 98 per cent in
urban areas and there is a need to educate the non-users on the health benefits of soaps.

In the above cases, the marketers have to invest lot of resources to undertake developmental
activities in rural areas. The rural marketing process involves not only business organisations but also
public and voluntary organisations associated with rural development process. It deals with all the
tangible and intangible things and includes agricultural inputs, products, services and ideas.

Profile of Rural Demand
Modern cultivation practices have increased the yields of crops. Favourable trade terms for

agricultural produce have led to rising agricultural income. Income tax exemption makes a family with
moderate income wealthy in relation to its urban counterpart. Low cost of living in rural areas creates
a higher disposable income with rural consumer. Expansion of TV network and developments in
packaging has exposed the rural population to a variety of consumer goods.

I. Rural vs. Urban Demand
Considering the unique nature of rural markets, there is a need to understand the salient features

of rural demand and the details are given in Fig. 1.1.
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No. Features Rural Urban
1. Literacy Low High
2. Per Capita Income Low High
3. Demand Seasonal Uniform
4. Sources of Information Word-of-Mouth Any Media
5. Product Knowledge Not Known Known
6. Product as Status Symbol Mostly No Mostly Yes
7. Consumer Protection Available Rarely Easily Available
8. After-sales Service Availability Inadequate Adequate
9. Timeliness of Supply Untimely Timely

10. Physical Communication Facilities Poor Very Good

Fig. 1.1: Demand: Rural vs. Urban

II. Rural Markets — Classification of Goods and Services
Depending upon the tangibility and durability, the market for products and services could be

broadly classified into six categories.
1. Market for Consumer Goods

(a) Consumer Food Items: Cooking oils, tea, coffee, health drinks, biscuits, chocolates.
(b) Consumer Non-food Items: Toilet articles, dress materials.
(c) Consumer Durable: Fans, electric irons, sewing machines.
(d) High Value Consumer Durables: TV, refrigerators.

2. Market for Agricultural Inputs and Machinery
(a) Seeds: High yielding and hybrid seeds of paddy, cotton, vegetables, etc.
(b) Fertilisers: Inorganic fertilisers (Example: Urea, Ammonium Sulphate) and Organic

fertilisers (Example: Oil cake, Bone meal).
(c) Pesticides: Chemical pesticides (Example: Ekalux, Actara) and Botanical pesticides

(Example: Neem Products).
(d) Agricultural Machinery: Tractors, motors, oil engines, harvesters.

3. Market for Services
(a) Insurance
(b) Banking
(c) Health.

4. Market for Agricultural Products like grains, pulses, vegetables, fruits, etc.
5. Market for Construction Materials for farms and village level industries.
6. Transportation Equipments such as carts, jeeps, commerical vehicles, cycles, mopeds,

motor cycles.

III. Traditional and New Products
Over a period of time, the rural consumer is moving from traditional to new products as shown in

Fig. 1.2:
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Needs Traditional Products New Products
Brushing Teeth Neem stick, Burnt husk, Common salt,

Charcoal powder
Toothpowder, toothpaste

Washing Vessels Coconut fibre, Ash, Brick powder,
Tamarind

Washing cake, powder and liquid

Transport Bullock cart, Horse cart, Cycle Scooter, Motor Cycle, Tractors
Irrigation Canals, Wells, Ponds Borewells, Motor/Pumpset, Generators
Hair Wash Green gram, Tur dhal, Shikakai powder Shampoo

Fig. 1.2: Traditional and New Products

IV. Composition of Rural Demand
The rise in income, increased reach of mass media and rising aspirations of people have

influenced the consumer behaviour leading to changes in the type of products purchased and
consumed in rural areas.

Examples: Lime juice and butter milk to aerated soft drinks, neemstick and charcoal powder to
toothpowder and toothpaste, loose tea to packaged tea, bicycle to motor cycle and so on.

(a) Products that are Well Established in Rural Market:
Examples: Bicycles, motor cycles, agricultural inputs and machinery such as fertilisers,

pesticides, seeds, tractors and farm implements, radios, non-alcoholic beverages such as coffee, tea,
tobacco products, cooking utensils, bathing and washing soaps and textiles.

(b) Products that have Entered the Rural Market in Recent Years:
Examples: Ready-made garments, baby care products, packaged foodstuffs, modern consumer

durables, cosmetics and toiletries.

(c) Products where Rural Consumption is More than Urban:
Examples: Bicycles, mechanical watches and tailoring machines.

(d) Products where Rural Consumption Growth Rate is Higher than Urban Markets:
Examples: Packaged tea, bathing and washing cake.

(e) Hierarchy of Needs:
The type of product, which a rural consumer intends to buy, depends upon factors such as

(a) General level of awareness, (b) Purchasing capacity, (c) Utility of the product, (d) Cost-benefit
analysis done by him, (e) His attitude towards the product, (f) Feedback from opinion leaders, and
(g) Social values governing the society.

Based on the hierarchy of needs of rural consumers, consumer products could be classified into
three categories.

The first group is fairly well established and is slowly growing. The second category of goods is
modestly penetrated and is showing healthy growth. The third group consisting of high-priced high
involvement products like motor cycles is growing fast. Most products under Category I are of
immediate use to the family. Category II includes products that break the monotony of household
work or a source of entertainment. Category III includes a combination of products that help to



7Nature and Scope of Rural Marketing

supplement income, source of entertainment or comfortable household working. The hierarchy of
needs also gives an indication of the socio-economic condition of the buyers.

Category I Category II Category III
Bicycles Sewing machines
Wristwatches Mixies DVD
Radio/Transistors Mobile phones Moped
Electric fans TV Motor cycles
Pressure cookers Water heaters Refrigerators

Fig. 1.3: Hierarchy of Needs (2010)

V. Size of Rural Demand
The rural population is nearly three times of the urban and marketers are targeting rural market

for consumer goods, durables, electronic, electrical, automobiles, insurance and banking services. The
rural market has been growing steadily since 1980s and is now bigger than the urban market for both
FMCGs and Durables with 53 per cent and 59 per cent respectively of the total market.

A few examples about developments in rural sector are given below:
(a) According to National Accounts Statistics (2010) and National Sample Survey (2009- 2010),

nearly 70 per cent of India’s population, 48 per cent of income, 56 per cent of expenditure and
33 per cent of savings come from Rural India.

(b) About 80 per cent of the villages are electrified though only 55 per cent of rural homes have
electric connection.

(c) Out of about 63 million households having annual income of more than ` 5 lakh, 46 per cent
are in rural areas.

(d) Out of the 6 lakh villages, 5.20 lakh villages have Public Call Offices.
(e) 42 million rural household are availing banking services compared to 27 million urban

households.
(f) 41 million Kisan Credit Cards issued in rural areas exceeds the 22 million credit plus debit

cards issued in the urban India.
(g) 400 million mobile connections (2014-2015).
(h) Rural areas account for about 21 per cent of the total Pharma market, estimated at about

` 40,000 crore (2010). Pharma companies like Glaxo, Piramal, Pfizer, Novartis, Ranbaxy,
Cipla, Roche, Novo Nordisk, Sanofi Aventis, Eli Lilly have already taken initiatives to tap the
rural health care market.

(i) GlaxoSmithKline (GSK) has introduced “Asha” a variant of Horlicks, close to half the price
of original product in rural market. The company plans to cover 50,000 villages by 2016
10,000 in 2011.

(j) Reliance Communications have launched Bharat Net Plan, a high speed internet service in
rural market.

(k) Toyota Kirloskar Motors, which till date focused mainly in metros and major towns have
drawn up plans to sell about 40 per cent of automobiles in rural market by 2012.

Many companies dealing with consumer goods and pharma products have achieved a high
percentage of sales in rural markets as shown below:
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Table 1.1: Company-wise Sales (2010-2011)

Company Rural Sales (in per cent)
Hero 50
Colgate 50
HUL 45
LG 40
Dabur 40
Cavin Kare 40
Dish TV 33
Godrej 30
Kinetic 30
Cadbury 25
Glaxo 25
Marico 25
Ranbaxy 17
Cipla 18

VI. Consumption of Goods-Rural vs. Urban

Fast-moving Consumer Goods (FMCGS)
Fast-moving consumer goods are essential goods and are used frequently by consumers. They are

also known as consumer packaged goods. They move fast at the sales counter. Normally, consumers
spend less time and effort in buying these goods. FMCG includes a variety of products such as soap,
biscuit, shampoo, toothpaste, talcum powder, etc. They are relatively high volume and low value
products. Normally, they are large number of stock keeping units to meet the needs of the consumers.
Packaging plays a major role in attracting the attention of consumers and the product has to be made
available at a price within the reach of the consumers. There are a large number of players in FMCG
market and each of them competes for a share of the total market. Large volumes are required to make
it profitable. However, margins are low due to intense competition and focus on high volumes. The
capital investment in setting up a factory is low and major investment is in brand promotion and
distribution. Launching new product requires heavy investment and the marketer has to continue to
focus on 4 Ps to fight competition and achieve desired volumes, profits and market share.

About 50 per cent of the FMCG market is unorganised and a large number of local products are
available in rural market. Brand differentiation is very less in the case of most of the FMCGs and
therefore the rural consumer prefers to buy the product based on price. They have to be made available
with village retailers through an effective distribution set-up. Value of the order given by rural retailer
during each visit by the company representative or distributor is very low and it becomes expensive to
service the highly scattered rural retail outlets. In order to reach these outlets and establish brand
presence, companies need substantial amount of working capital and a large dedicated sales force.

The penetration of FMCGs has been high in rural market.

Examples: Toilet soap, Washing cake, Tea, Salt, Biscuit and some of the popular brands are
Lifebuoy, Lux , Wheel, Lipton Taaza, Nirma, Tata Salt, Parle, Colgate toothpaste and toothpowder, etc.
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However, penetration of modern FMCGs continues to be low in rural areas: Examples: Soft
drinks (9.8 per cent), Mineral water (3.8 per cent), Noodles (2.2 per cent), Candies (13.8 per cent),
Chocolates (3.1 per cent), Jam (1 per cent), Ketchup (1 per cent), Instant coffee (8 per cent).

Consumer Durables
Consumer durables are tangible goods and are used over an extended period of time. They are

purchased once in few years. Examples: TV, Refrigerator, etc. The consumer spends lot of time in
collecting information about various brands and models, discusses with neighbours, friends and
opinion leaders, check and re-check the prices from various outlets before making purchase decisions.
The consumers are concerned about perceived risk and after-sales service. Therefore, personal selling
and after-sales service play an important role in selling consumer durables.

The rural consumer durable market is growing faster at around 20 per cent annually compared to
the growth rate of 7-10 per cent for urban market. However, the penetration of durable is still low in
rural areas as shown in table 1.2. The major reasons are low income, low infrastructural facilities,
social and cultural factors and lifestyle in villages. Example: Washing machine penetration only 0.8
per cent is low due to availability of cheap labour for washing clothes, lack of assured electricity and
water supply.

Table 1.2: Ownership of Consumer Durables (per cent) in Urban and Rural Market

Product Urban Rural All-India
Air-conditioner 2.80 _ .90
Air Cooler 17.00 2.90 7.10
Electric Iron 39.60 12.70 20.80
Electric Geyser 4.40 .20 1.40
Computer 5.80 .30 1.90
Pressure Cooker 71.00 23.40 40.00
LPG Stove 70.10 19.10 33.00
Ceiling Fan 84.60 43.30 53.00
Television 77.10 34.90 46.00
Refrigerator 32.90 5.40 20.00
Washing Machine 13.30 .80 8.00
Car/Van/Jeep 4.70 .60 4.00
Scooter/Motor Cycle 28.20 10.30 15.70
Music System 27.00 17.50 20.40
Vacuum Cleaner 1.50 _ .50
Electric Water Purifier 2.50 _ .80
Internet access at home 2.70 .10 .90
Camera 7.70 1.00 3.10

Source: Business World, Marketing White Book, 2010-2011.
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VII. Ownership of Assets
The data (Census 2011) shows how India lives – ownership of Assets – Radio/transistor, TV,

Telephone, Computer and Two-wheeler in rural and urban areas.

Table 1.3: Ownership of Assets (2011) – All-India (Figures in per cent)

Ownership of Assets (per cent) Total Rural Urban
Houses with Telephone (Mobile/Landline) 63.20 54.30 82.00
Houses with Television 47.20 33.40 76.70
Houses with Computer 9.40 5.10 18.70
Houses with two-wheeler 21.00 14.30 35.20

Table 1.4: Ownership of Assets (2011) – Maharashtra

Ownership of Assets (per cent) Total Rural Urban
Internet 5.80 .80 11.70
Telephone 69.10 54.70 86.40
Television 56.80 37.90 79.40
Computer 13.30 4.70 23.60
Radio/Transistor 19.50 12.10 28.30

VIII. Rural Contribution to Product-wise Sales
It is seen that rural purchases are significant for a variety of products and at the same time, there

is tremendous scope for increasing the sale of some of the consumer durables and cosmetics as per
details given in Table 1.5.

Table 1.5: Rural Contribution to Product-wise Sales (2010-2011)

Products Rural Urban
Mechanical Watches 83 17
Radios/Transistors 81 19
Bicycles 78 22
Toothpowder 78 22
Washing Cakes 76 24
Sewing Machines 74 36
Qartz Watches 59 41
Motor Cycles 48 52
Toothpaste 47 53
Washing Powder 46 54
Packed Tea 44 56
Biscuit 41 59
Hair Oil 37 63
Colour TV 37 63
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Shampoo 35 65
Face Cream 28 72
Refrigerators 28 72
Cars/Jeeps 11 89
Nail Polish 24 76
Washing Machine 17 83

Source: Industry Estimate (2010-2011).

Study Questions
1. Explain the term rural marketing with examples.
2. Briefly discuss the profile of rural demand.
3. Do you believe that there is huge potential in rural market even though rural income is low?
4. Write short notes on the following:

(a) Rural market
(b) Rural marketing
(c) Socio-economic concept of rural marketing
(d) Agricultural inputs marketing.
(e) Rural vs. urban demand.
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