
 

 

IMPACT OF RURAL CONSUMER PURCHASE BEHAVIOR TOWARDS  

READY-TO-EAT FOOD MARKET 

1K. VASANTHI KUMARI, 2G. VENUGOPALAN AND  3S. CHANDRAN 

 

1 Assistant Professor, Senior Grade, School of Management, SRM University, Chennai-603203, 

Email: rashmivasanth@yahoo.com, Mobile: 9841821228 

2 Assistant Professor, School of management, SRM University, Chennai-603203, Email: 

venug15@rediffmail.com, Mobile 9940360147 

3 Assistant Professor, School of management, SRM University, Chennai-603203, Email: 

schandru75@yahoo.com, Mobile 9443020667 

 

ABSTRACT 

 The potential of Indian FMCG market evidently lies in Rural Areas. Rural India is booming like 

never before. At an estimated 720 - 790 million consumers, the Indian rural market has begun to attain 

size and growth rates, thus attracting companies. The FMCG Market  last year had grown by 23% in 

rural India (18% in Urban India) and Consumer Durables by 15%. The increase in literacy level, 

standard of living, media, and improved transport facilities are few factors which have escalated the faith 

and belief over FMCG products in Rural Market. Hence, Ready-to-eat Food products potential in Rural 

Market are geared-up by buying behaviour of rural people. 

 This paper focuses on Ready-to-eat Food potentials in rural market, reasons for improvement of 

business in rural area, rural RTE Market contribution to All India Market, factors influencing buying 

behaviour of rural market, rural marketing strategy thus, highlighting the faith, belief and buying 

behaviour of rural market. 

1. DEFINITION OF  RURAL MARKET  

 The Census defines urban India as - "All the places that fall within the administrative limits of a 

municipal corporation, municipality, and cantonment board or have a population of at least 5,000 and 

have at least 75 per cent male working population in outside the primary sector and have a population 

density of at least 400 per square kilometer. Rural India, on the other hand, comprises all places that are 

not urban!" Analysts consider the scale of a "rural" issue - whether it is local community or regional - 

before selecting a definition. This will influence the type of geographical area upon which analysis can 

be focused to define appropriate definition for rural India. Furthermore, population sizes, population 

density, labour market, geographical area, buying behaviour and environmental stimuli have to be 

considered to define rural. According to Census 2001 rural population is higher than urban.  
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Table 1.1 Indian Population at a Glance 

Year 
Total 
population 
in Million 

Urban Rural 
% of 
Rural 

% of Urban 

1951 357 62 295 82.63 17.37 

1961 439 79 360 82.00 18.00 

1971 548 109 439 80.11 19.89 

1981 668 160 508 76.05 23.95 

1991 836 215 621 74.28 25.72 

2001 1028 286 742 72.18 27.82 

2005** 1095 318 777 70.96 29.04 

2010** 1177 355 822 69.84 30.16 

2015** 1254 392 862 68.74 31.26 

Source: Census of India 2001, (** projections) 

 

Table 1.2 :  Indian Villages 

Source: RK Swamy / BBDO(1999) Guide to Market Planning, RK Swamy / BBDO 

 

 

 

    

 

                      Box 1. 3 Rural Population  Village Wise Details         

Village 

population  

No. of 

Villages 
Percentage 

Population in 

Lakhs 
Percentage

Less than 200 103952 17.9 105.32 1.69 

201-499 141143 24.3 484.62 7.78 

500-999 144998 24.97 1043.57 16.76 

1000-1999 114395 19.7 1602.94 25.74 

2000-4999 62915 10.83 1855.73 29.8 

5000-9999 10597 1.82 698.39 11.21 

10000 & above 2779 0.48 437.57 7.03 

Total 580779 100 6228.12 100 

 



Impact of Rural Consumer Purchase Behavior towards Ready-to-Eat Food Market 43 

Population Range No.Of Villages 
Population 

in Millions

500-999 145412 124.66 

1000-1999 129979 190.69 

2000- 4999 80414 221.12 

5000-9999 14806 83.1 

10000 and above 3962 51.94 

    Source: Census of India 2001 

2. Reasons To Concentrate On  Rural Market  

 The Indian rural market has a huge demand base and offers great opportunities to marketers. Two-

thirds of Indian consumers live in rural areas and almost half of the national income is generated here. 

The reasons for heading into the rural areas are fairly clear. The rural market is zooming ahead at around 

25 per cent annually. "The rural market is growing faster than urban India now," says Venugopal Dhoot, 

Chairman, Videocon Appliances. Rural consumers have brand loyalty. Their buying behavior is 

influenced when a marketer introduces new products of same line and new packing of existing products 

etc. 

Box 2.1: Rural Consumers Brand Loyalty 

Category % of Loyalty 
% of New users added 

in a month 

Biscuits 22.8 1 

Coconut Oil 52.1 1.1 

Iodized Salt 24.2 1 

Tea 25.3 1 

Source:http;//www.businessworldindia.com/archive/990407/mktg2.htm (ORG Retail Audit) 

3. Reasons For Improvement Of Business In Rural Area  

 The following are the reasons for improvement of business in rural area: 

� Socio-economic changes (lifestyle, habits and tastes, economic status)  

� Literacy level (25% before independence – more than 65% in 2001)  

� Infrastructure facilities (roads, electricity, media)  

� Increase in income  and expectations 

� Buying behavior patterns 

Box 3.1: Percentage of Literacy level in Rural Market 

SEX 1971 1981 1991 2001 2011 
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Males 34 41 58 71 83 

Female 13 18 31 49 58 

All 24 30 45 59 69.5 

   Source: Census of India 2001 

4. Ready- To- Eat Food Potential In Rural Market 

 According to the Food and Agriculture Organization (FAO), processed foods can be of three types - 

primary, secondary and tertiary. Primary processed foods involve basic cleaning, grading and packaging. 

Secondary processing means modification of the basic product to a stage just before the final preparation. 

Tertiary processing leads to high value-added ready-to-eat products like bakery products, instant foods, 

etc. 

 Ready-To-Eat (RTE) foods market in India is worth Rs. 128 Cr. (2006). This is expected to further 

expand to Rs 2900 Cr. by 2015. Packaged foods in India have grown at approximately 7% per annum 

between 2000 and 2005, while Ready-to-eat foods (RTE) being the fastest growing category at CAGR 

73%.  

Box 4.1 Major Players of Indian Food Processing Industry 

Company  Category  Product Variety  

Dabur India Ltd. Beverages and 
Culinary 

Fruit juice, cooking pastes, coconut milk, tomato puree, 
lemon drink, chilli powder and honey 

Gits Food Products Pvt 

Ltd. 

Snack Foods and 

Dairy 

Sweet mix, namkeens, snack mixes, meal mix, pure 

ghee, dairy whitener and milk powder 

Godrej Industries Ltd. Beverages and 

Staples 

Edible oils, vanaspati, bakery fats, fruit drinks, fruit 

nectar, fruit juices and tomato puree 

Haldiram Marketing Pvt 
Ltd. 

Snack Foods and 
Sweets 

Namkeens, syrups, crushes, chips and papads 

MTR Foods Ltd Snack Foods and 

Ice Creams  

Ready-to-Eat curries and rice, Ready-to-Cook gravies, 
frozen foods, ice creams, instant snack and dessert 
mixes, spices (turmeric, coriander, black pepper), 

pickles and papads 

Parle Agro Private Ltd. Beverages and 

Bottled Water 

Fruit drinks and mineral water 

Milk food Dairy Products  Milk powder, baby food, cheese and other milk 
products 

Hindustan Lever Ltd Beverages, 
Staples, Dairy and 

Snack Foods 

Tea, instant coffee, biscuits, Ice creams, salt, wheat 

flour atta, instant drinks, soups, jam and squash 

Britannia Industries Ltd Bakery Products  Biscuits, flavoured milk, dairy whitener, ghee, bread, 

cakes and rusks 

Agro Tech Foods  Staples and Snack Wheat flour, edible oil, vanaspati, popcorn, french fries 
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Food and green peas 

ITC Ltd.  Staples and Snack 

Foods  

Wheat flour-atta, salt, ready-to-eat meals, biscuits, 

confectioneries, snacks and cooking paste 

Nestle India Pvt. Ltd. Dairy, Beverages 

and Snack Foods 

Instant coffee, condensed milk, dairy whitener, infant 

food, chocolates and confectioneries 

PepsiCo India Holdings Beverages and 
Snack Foods 

Soft drink, fruit juice and chips  

Cadbury India Ltd. Confectionery  Chocolates, hard boiled, malt foods confectionery, 

cocoa powder 

Source: Food Processing, IBEF (www.ibef.org)  

The Indian RTE foods market, canned/preserved segment is more popular, contributing to 

approximately 90% of the market and growing at a CAGR of 63% between 2001 and 2006.  There is a 

huge untapped market opportunity arising due to rapid demographic shifts in income, urbanization and 

proportion of urban working women in India. The Indian rural market today accounts for only about Rs 8 

billion of the total contribution of Rs 120 billion, thus claiming 6.6 per cent of the total share. 

 

Box 4.2 Rural RTE Market Contribution to All India Market 

Category % of Contribution 

Packaged Tea 40.5 

Coffee 15 

Milk Products 20 

Weaning Products 18 

Beverages 8 

Glucose Powders 42 

   Sources: Business India, Economic Times. 
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Box 4.3 Average Monthly per capita Expenditure on FOOD (Including RTE) Items 

Product 

Rural 

(Rs) Urban (Rs) 

Cereals 100.65 105.82 

Gram 0.73 1.1 

Cereals substitutes 0.39 0.52 

Pulses and pulses products 17.18 22.51 

Milk and Milk products 47.31 83.3 

Edible oils 25.72 36.37 

Meat Eggs and fish 18.6 28.47 

Vegetables 34.07 46.84 

Fruits and nuts 10.42 23.65 

Sugar 13.25 15.88 

Salt 1.12 1.44 

Spices 12.78 16.21 

Beverages and others 25.37 65.31 

Total Food Items 307.59 447.42 

Source: National sample survey July 2004 - 2005 

 

5. Factors Influencing Buying Behavior Of Rural Market 

a) Life style of Rural 

The increased involvement of villagers with the wider economic and political world 

outside the village via travel, work, education, and television has enabled expanding 

RTE foods influence in rural areas.  

b) Buying habit of Rural 

� The rural consumer is very conscious about getting value for money. He 

understands symbols and colours better, and looks for endorsement by local 

leaders or icons. He doesn't like to pay extra for frills he cannot use.  

� Rural Markets are based on Faith and Belief of Products. Rural consumer 

behaviour is deeply tied to their culture, faith and belief system and a clear 

insight into it is needed, if marketers wish to be successful. 

� When it comes to rural communication, there are lot of dynamics changes in 

the territory, demographics, & psycho graphics of the different rural regions in 
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the country. Hence, inculcating an effective rural communication cannot be 

ignored. 

 

6.        Rural Marketing Strategy 

a) Understanding Rural Consumers  

The audiences here are completely different; their mentality is different than that of 

urban. People or consumers in each region have their own set of idiosyncrasies and 

dogmas which are deeply rooted to their rituals and customs. So, what would apply to 

one would in all certainty not apply to another set of consumers in a different rural 

region. 

b) Innovation in Advertisement  

As people in each region have their own cultures and rituals, it implies that they have 

their set of symbols or identifiers which once identified could be used in a very 

effective manner. Colourfully painted walls attract more and leads to high brand recall 

value. 

c) Faith and belief  

d) Effect of  Branding Products  

 

7.         Rural Marketing of RTE Products. 

 

a) Rural markets are delicately powerful. Certain adaptations are required to cater to the 

rural masses. Packaging in sachets, priced to suit the economic status of the rural India 

in sizes like Rs.5 packs and Re.1 packs are perceived to be of value for money. This is 

a typical penetration strategy that promises to convert the first time customers to 

repeated customers.  

b) The promotion and distribution strategies are of paramount importance. Ad makers 

have learnt to leverage the benefits of improved infrastructure and media reach. The 

television airs advertisements to lure rural masses, and they are sure it reaches the 

target audience, because majority of rural India possesses and is glued to TV sets.  

c) Distributing small and medium sized packets thro poor roads, over long distances, into 

deep pockets of rural India and getting the stockiest to trust the mobility is a bitter task 

but they play the role of entry barriers for new products.  

 



 K. Vasanthi Kumari, G. Venugopalan &  S. Chandran 48

8. CONCLUSIONS 

 The promotion method needs to be tailored to suit the expectations of the RTE Rural market. 

Techniques that have proved to be successful are Van campaigns, edutainment films, generating word of 

mouth, publicity through opinion leaders, colourful wall paintings. The Wide reach of television has 

exposed the otherwise conservative customers to westernization.  

 Dynamics of rural markets differ from other market types, and similarly rural marketing strategies 

are also significantly different from the marketing strategies aimed at an urban or industrial consumer. 

This, along with several other related issues, have been subject matter of intense discussions and debate 

in countries like India and China and focus of even international symposia organized in these countries.  
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