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ABSTRACT:
A rapidly expanding middle class with high aspirations and a growing appetite for quality zoods
make India an attractive invesanent destination _I'{_Jt:éimsumer apods companies. With the growing
econemy, not only the per capite income isl_i(lpi;eaising but number of househo'ds in this seament
is exploding in double digit 2rowth ratey Tfs-: rich arz becorming richer and richer leading to the
economic divide. The young ])[‘:pllk_}ébﬂ prefers to have working partner which increases
dependency on having all the Cﬁ"f!‘:lfb“ls at home. With both husband and wife working Jeads to
increased buying power uncE,fi%c desire for high quality goods. comiorts and luxury cspecially in
the metros. This trend is now going to rural areas as well. as opportunities are increasing and

companiss are targeting rural India which is whers maiority of India lives.

Key words: Economy, Quality Rural
) f

L1 INTRODUCTION

India is a big country with 28 siates. over one billion people. There are a total of 122 languages
and 234 mother tongues however officially there are 22 languages. From the market perspective,
people of India comprise different segments of consumers. based on caste, class. status, and
income. India is one of world*s fastest growing cconomies. Apart from China, no other country
has as high an economic growth rate as India. This country offers several economic advantages to
its nationals as well us foreign investors. India“s economic boom has been made possibie mainly
through its information technclozy and outsourcing business.

India“s rise as an Asian economic powerhouse has been quite remarkable. Sconomic

conditions in India are now favorable for 2 wider cross section of people. An important and recent
development in India“s consumerism is the emergence of the rural market for several basic

consurmner goods. Three-fourths of India™s populatior lives in rinel arcas and contribute one-third



of the national income. This rural population is spraad all over Indiz, in close 10 0.6 million
villages. Rural Indians are developing desire for packaged foods, personal care products. consumer
durables and IT praducts, two - and four-wheelers, and fashion accessorics. Over the last five
years, some consumer product companies have recognized the potential of rural markets and
invested time and resources to tap into this opportunity - understanding and segmenting the

consumer, based on their spends and lifestyles.

1.2 Background

India was a highly protected. semi-socialist avtarkic sconomy till 1991, There were numerous
structural and bureaucratic impzdiments in setting. u'p_'ii new business and foreign investment was
not welcomed. The opening up of the Ingian economy in 1991, unleashed the latent
entreprencurial talent of the [ndian and i(n-_leﬁ"ﬁ than two decades India has cstablished isel f as the
next economic superpower of the '.vc!'id"i-ldia has come @ long way since the economic reforms in
1991, moving from rates of 5% jnio the orhit of 7-9%6 growth rates. Indian | conomy has covered
along ground since it was fiberalized in 1991, Today, India has the fourth largest cconomy in
terms of purchasing power parity (PPP) behind only the USA. China, and Japan. It is slated to
overtake Japan a nd become the third mujor economic power in the next ten years. India is also
one of the few markets in the world which offers high prospects for growth and earninz potential
in practically all areas of By 2020, India's GDP is likely to quadruple from the current $1.1
trillion to about $4.3 trillion. Per capita income is likely to triple from the cuorrent approximaely
Rs 50.000 to over Rs 1.5 lakh, The number of houscholds with income o7 more than s 16 lakh
will be over 18 million, while the number of middle class households (income between Rs 1.3
lakh and Rs 16 lakh) would grow by $0% to 180 million. An important and recent development in
India"s consumerism is the emergence of the rural market for several basic corsurer goods,
Three-fourths of India“s population lives in rural ereas, and contribute ane-third of the national

income. This rural population is spread all over India. in ¢lose to 0.6 million villages.

1.3 Theory:

India s a lucrative market 2ven though the per capita income in India ic low but it remains a
huge market, even for costly croducts The market can be classified based on the income groups

and their spending or buying capablities.

Consumer Classification:

According to National Courcil of Applied Economic Research (NCAER) there are 5
consumer ¢lasses that differ in their ownership patterns aad coasumption behavior across various
segments of goods. ( Source NCAER ) Consumer Classes Annual Income in Rs. 1996 2001 2007

Change The Rich Rs. 215,000 and more 1.2 2.0 6.2 416%, The Consuming



Class Rs 45- 215,000 32.5 34.6 90.9 179% The Climbei- Rs, 22-43.000 541 71.6 741
37% The Aspirants Rs, 16-22,000 44 28.1 15.3 -65_‘-?% The Destitute Below Rs, 16,000 3323.4 12.8 -
61% Total 164.8 180.7 199.2 21%. .

(O

b Sl |

Consumer Classes Annual Jm:'__l_mé in Rs. Obscenely Rich Rs. 10001 and more Sheer Rich Rs
500L to 1000L Ulra Rich Rs H':E][-.'.Io S00L Super Rich Rs. 50L 1o 1001 Rich 20L 10 SOL High
Income Rs.10L to 20L I-iigh:rvﬁtﬁjlc Income Rs.SL to 10L Employed Midd'e Income Rs. 2L to 5L
Employed Lower Income Cirbup Rs 1L to 2L Skilled Below Rs.1L
Semi Skilled Below Rs.1L Un Skilled / Labour Below Rs. 11,

Category of Workers Minimum Wages per Day (in Rs) vinimum Wages per Month
(in Rs) Unskilled 234 6084 Semi Skilled 259 6734 Skilled 285 7410 Non Matriculate 259 6734
Matriculate 285 7410 Graduate 210 8060 The minimum wages as per Delhi Govt. order for the

year 2011 are mentioned above (0 validate the income groups
Definition of Unskilled, Sem i-skilled, Skilled & Highly Skilled Worke
gZhl)

(i)Unskilled: An unskilled employee is one who does onerations that invoive the performance of
simple duties, which require the experience of little of no independent judgment or previous
experience although familiarity with the occupational environment is necessary, His work may

thus require in addition to physical exertion familiarity with variety of articles or goods,

@ Semi-skilled: A semiskilled worker is one who does w ark generally of definad routine nature
wherein the major requirement is not so much of the judament, skill and but proper discharge

of duties assigned to him or relat | rely narrow job and where important decisions made by others.

aip SKilled: A skilled emnloyee is one who is capable of werking efficiently of xercising
considerable independent judgement and of discharging his duties with responsib lity. He must
posses a thorough und comprenznsive knowledge of the trade, crafi or incustry in which he is
employed

v Highly Skilled: A highly skilled worker is one who is capable of waking efficiently and

supervises efficiently the work of skilled emaployees. humber of deprives households (with




income below Rs 1.5 lakh) is Ikely to be reduced by almost 25% 1o 100 million. Indian
consurmption is likely to increase 3 7 times to about Rs 113 trillion, with discretionary expenditure
likely to increase significantly. According to our estimates, the education sector wil arow 3.7
times, domestic Pharma and healthcare six times. media and enlertainment five times and
organized retail 6.3 times. The eutomobile sector is likaiy 1o grow 4.8 times. while urban premium
housing will zrow 6.5 times. By 2020, it s expected that total savings to be about $1.4 1rillion —-
more than our current GDP. The massive growth in savings will propel a 5.3 times growth in
banking, 4.7 times in broking, 5.7 times in asset management and .7 times in life insurance. There
are three key risks o achieving and maraging this growth. Execution ot planned infinstructure
projects remeins an arza of concern, inflation is another. The third risk (o growtn is the inclusion
of lower income segments. With a Gini index of 36. the income disparitv levels in India are
amongst the highest in the world. it's important that the bottom of the prramid participates in the

growth process.

2. ANALYSIS

The Growing Consumer house holds

The Rich:

The rich have income greater than INR 20L per annwm. Total househeld having such incomes are
1,058.961. These people are upwardly mobile. Some of them in this category are Double Income
No Kids (DINK) nouseholds. They spead mere o leisure and entertainment-aciivities than o
future looking invesiments. Across the category, backgrounds are distinctiy middle class. They

aspire. therefore. to attain the super-rich status.
The Super Rich

The Super Rich have income greater than INR 501 per annun, There are less DINK families here
than in the rich category. The Super Rich are mainly professionals and devoted te consumerism.

They buy many durables and are status conscious.

The Ultra Rich

The Ultra Rich have income grzater than INR 500L per znnum. There is no tvpical profile of the
ultra-rich. There are some DINK houszholds of middle-leve! executives. Some sir cle earning
households are of first generation entrepreneurs. Some rich farmers, who heve heen reh for a long

time, belong lo this category.

The Sheer Rich




The Sheer Rich is made up by houszholds having income exceading INE 35, 00,000 c-annum,
They do not have & homogenous orofile. There are joint ‘families as well as wiclear fa-ilies in this
category. They consume services greatly: They own multiple cars and Fovszs.

They aspire to social status and power.

The Obscenely Rich

The Obscenely Rich is made up of households having income exceeding INR 1000] - annum,
They are first - generation entrepreneurs who have made it big. Some of them are tech 2+ A variery
of people belong ta this category. They are just equivalent to the rich in the develon o countries.

They crave for exclusivity in what they buy. Most premium brands are relevant to e r)
The High Income Group

The high income households having income exceeding INR 10L per annur They e 1 young
generation peoole trying to make ‘t big i~ life and alse zcquire various comnforts for e house

hold and family.

The High Mid Income Group

The high Middle income housznolds having income exceeding INIL 5 1 per anun . [hey are

the young generatior peoplz wha have just got married anc trying to settle n lite ¢+ ¢ ublishing

the house hold. Their requiremen's are more nlt-'--"a‘::fsic necessities. This sopualion wn also be

termed as aspirants and in a young country _ih-[:;r number is bound to grow by leaps an i hounds,
s

(
2k
oy

About three quarters of the Indian populition are in the rural areas and wit the grow 1 + middle
class, specially in the Indian cities, the spill over efsct of the growing vrban middle ¢ s is also
felt in the rural areas. The Indian rural market has been growing at 3-4% per annum. a: iling more
than | million new consumers every year and now accounts for close o $0% of 1o volume
consuription of fastmovin g consumer goods (FMCG) in [ndia. The market size of the 1151 moving
consumer goods sector is projected to more than double 1o LS8 23.25 billizn by 207 ) from the
present LSS 11.16 billion, As a result, it 's becoming ar important marker place for fas mov ing
consumer 200ds as well as consumer durcbles Over the years. as a result of tae increas g literacy
in the country, exposure to the west, sate!lite telavision, foreign magazines and riewspapers, there

Is a significant increass of consumer awareness among the Indians.




Today more and mor: consumers are selective on the quality of the products/sersices. This
awareness has made the Indian consumers seek more and more reliable sovices for purchases such
as organized retail chains that have a corporate buckground and where the accounanility is
more pronounced. The consumer also sezks to purchase from & place where histher f2edback is
more valued. Indian consumers arc now more aware and discerning, end are knowledgeable about
technology. products and the markst and are beginning to demand benefirs beyond just availability
ofa range of products that came from | rrusted* manufacturers. The lndian consumers are price

sensitive and prefer to buy value for money products,

2.1 Changing Trends In Indian Consumer Behavior

Urbanization is taking place in India at ¢ dramatic pace and is influencing the life stvle and by ving
behavior of the consumers. The working urbanites are depending more on fast and ready -to-serve

food, they take less pain in traditional method of cocking and cleaning.

Bulk Purchasing

Bulk purchases from hyper store: seems io be the trend (hsse deys with purchasing becoming more

of a once -a- week atfair. rather than fre Juent visits to the

dghborbood maricet/store vandor: The
popular growing shopping trend amonz ulfanities is purchasing from super markets to hyper

stores. N "

Trency Lifestyles

The current urban middle- anc upper-cless Indian consumer buying behavior to a large extent has
western influence. There is an inerease in positive attitude towarcs westera trends. The Indian
consumer has become much mor 2 open-minded and experimental in his'her perspective. There is
now an exponential growth of' wesiern rend rzaching the Indian consamer 5y way ¢f the media
anc Indians working abroad. Forzign brends have zained wide consurier a eepiance in India, they
inclucle items such as Beverages ,Packe food Ready t 2at food ,Pre-cooked food, Zanned food
JLPersonal care products , Audion ideo products \Garmert and appare!

;JFootwezr Sportswear . Toys. Gift items Foreign brands vie increasingly with domestic brands for
the growing marker in India. Foreign made furniture is well accepted by the Indian consumers,
Malaysian, Chinese. Itabian furniture are growing ir popularity in Indiz. Indian consumers nave
also developed lifestvles which have em erged fro m changing etitudes and rind sets: exposure to
western influznces and ¢ need ror self-g-atification. Beauty parlors in cilies. eacerizs, designer

wear, watches, hi-tech producs are a few instances which reflect these changes .




2.3 Recommendations: Marketing Strategies:
1) Online Marketing

A study by the Contederation of Indian Industry (CII) and the Interrigtional Trade Centre predicts
that ¢ -commerce activity in Indie will ris2 lo INR 4800Cr, of which wave! itself will constitute
S0%.(source up:/aww.commercewiki.comiag/marke-size/) Cunmemly, the products Indian
consumers are buying through online are greeting. cards. clothes. CDs'VCDs/DVDs. cassetres,
books, magazines, rmedicine and cducational nlilférié;i. 2) Celebrity Influence

This is an importan: tool which i :t'i)_,le_.r\i-l. influence Incian consumer bayving behavior In India,
celebrities are being increasinglyvdsed in markeling communication by markaters 10 lend
personality to their produc -::;.,-‘f.'\'u:'-.!': the vizual media becoming more poputar the use of celebrities
in the TV media has increased. Celebritizs create headlines. Their activities and mavements are

being closely watchad and imiuted,
[ =

What they endorse sell like hot zakes. It is not surprising therefore that using celebrities in
advertisements has become commoan practice. In India especially. it is not difficult 1o look for the
reasons as to why companies a“¢ increas ngly using celebrities. Indians always Jove their heroes

and hercines.
3 Quality Oriented

Outlets Indian consumers looking for quality choose expensive brands as thev feel that price i< an
indicator of quality. However, in the absence of well known brands in selected product range,
consurners are likely to take cues from well established retail outlets hoping that these outlets carry

quality products.

4 Freebies

Indian consuraer buying behavior is influenced by fresbies. Freebies are consumer products given
free of charge as giits to surcliuses of selectad products above a certain valve. TVs, washing
machines. refrigerators, and rea dymade clothes are some of the product categorizs in which
frecbies are given to Indian consumers. Fraebics ganerally eomprise tooth paste, soaps,

deterzent, cooking oil etc.

3. CONCLUSION




Consumer Spending Behavior: Consumer spending can be caegorized inte regular spends and
lifestyle spends. Regular spending includes the basic necessities of lifz, while lifzstyle spending
includes spending on a computer internet, car, cell phone. ete. Analysis of consumer spending
inthe past 10 years reveals thar the average consumer has been spending on an increasing number
of difierent goods, There are a number of factors aft guiiw_ the consumer spending patiem in India:
these include growing income levels resultizg 1 more cisposable income with individuals,
changing attitudes towards coisumpti nn,'qnan»c: in prices. introduction of new products,
availability of credit such as loans, mar.g Q."tres and credit cards, rising aspiration levels. increased
literacy, growing brand consc :-o-.n&n_(es(s and rapid urbanization. Speading habits are dififerent for
people belonging to dif?: sren aé'l";*ion‘ of society. For instance, people pelonzing o the middle
class consider basic necessities and education and spend ng toward the ftare of their child-en as

their top priorities, followed bv lifestvle goods.

The rich class spends more on luxury goods and international brands. The super rick ¢ lass spends
on ultra luxury goods. It is observed that as disposable income inerzases, people prefer more of
brandad goods, sk It to processed foods, and th ¢ expenditure on foed, beverages. tobacco. and
transport and comirunication aiso increases. A comparisen of consurcer spending hebits in 2002
with these in 2007 revealed that expenditure on focd, clothing and cerconzl care has remained
more or less constant. but expanditure cn entertainment has increased. Shoppirg habits of Indians
are changing due to their growiny disposable income, relative increase in the younger population,
and the change in attitudes towards shopping. The emphasis has changed from price consideration
to design, quality and trendinass. The desire to look and fael good is aise guiding facter for
customers while making their purchase decisions. Growing disposable income is alo propelling

demand for consutnes durables and eating in restaurants.

Consumer spending is an important ‘actor that affects the econcimic arowth and development in a

country. In the future, India and China zre projected to be the powerhouses of Asia 11 terms of growth in

consumption, wages, and GDP. Consumer spending can b2 categorized into regular spends and

lifestvle

spends. Regular spends include grocery. eating out, books and music parsonal care items, corsumer

durzbles. savings & investment. clothing, footwear, accessories. movies and theaire, entertainment.

vacation, and home textiles. Lifestyls spends include payment for household help, gifis.  furniture,

compurers/laptops. mobile phones, and Internet conpections.




The liberalization of the economy in 1991 has had a significant mpaet on the nature of spending
among ¢ onsumers in India. The portiolio of spending categories for the average Indian has increased
from 1991 to 2007. Major factors influencing §he increase in spending categories include rise in
disposable incomes. increasing number of dual. laﬁonn-: nuclear families and changing attitudes toward
consumption. The attitude (r‘p_-.opich.-wa;g\;'sﬁbgpinghas changed from it being a regular chore to one

W
that provides an enriching experience. ;Q\é‘ém{lin g to Ravi Raheja. M2, Raheja Groun, “Consumers don't
¢

want to experience shopoing, theviwant to shop for experience.”
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