MARKET
UPDATE
A snapshot of FMCG in 2017
The last 12 months were perhaps the most turbulent time for industry in the recent past. It started with demonetization in
November of 2016, which created an unprecedented panic among consumers. Following that, winter of 2016 and
summer 2017 were some of the driest months in history and by mid-2017 many districts, especially the Southern ones
were parched and declared famine-hit. The uncertainty in the implementation of GST in the meantime only added to the
confusion. As a train of these uncertain waves hit the consumers one after the other, one could be forgiven had they
assumed that the FMCG market will witness a severe slow down – however, the opposite happened.
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Over 100 million tons of FMCG products were purchased by
households in the year ending October 2017. Tonnage grew by
nearly 6% over last year, which is an addition of over 5.5 million
tons of product; this is slightly better than the 4.5 million tons
added in the previous year.
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However, if milk is excluded, the volume growth is about 4.1
million tons in the year which is much bigger than the 2.4 million
tons added the previous year.
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VALUE SURGE

MORE FOOD

Value is not tracked for all FMCG categories, but for those
categories tracked, it outpaced volume growth growing at
9%. This is moderately quicker than the 7.9% growth it saw
last year. This means FMCG growth in both volume and
value has outpaced the previous year’s growth. In fact, in
2017 annual value hit Rs. 250 Lakh Crores for the rst time
for the 30 categories where value is tracked.
The Consumer is spending over Rs. 500 extra on an
average this year. This is much higher than the Rs. 384 that
was added in 2016. 68% of this extra spend was spent on
Foods this year. Foods also was the dominant sector last
year, but only 54% of last year’s FMCG incremental spends
were from the sector.

Talking about Foods, Volume growth across the sectors
point out that it is Foods that is the reason for the strong
growth in FMCG this year, clocking a near 8% volume
growth. As seen before, it has also grown immensely in
value.
One of the prime reasons for Food to grow is the strong
growth Atta saw this year. It doubled its growth rate from
last year to 10% this year, leading the Food sector from the
front. Noodles, Ketchups and Spices grew by double digits,
while Jams and breads have taken a hit this year in volume.
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RURAL AGAIN!!
Very similar to last year, there are di erent stories
emerging from the Urban and Rural parts of the country.
Urban managed to grow by just a tad over 2%, which is
lesser than the Universe growth. In fact, its growth is slower
than last year’s volume growth. Of the categories tracked,
8 categories lost volumes in Urban. In comparison, only 5
categories lost volumes in Rural.
The bigger point however is that 80% of the 5.5 million ton
growth in All India FMCG is a direct result of Rural India’s
growth. Rural also dominated growth in 2016, however the
contribution to growth then was just 62%.
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Despite rapid urbanization and rural families shifting to
urban in search of livelihood, it is rural that is expanding in
the FMCG space, now contributing to nearly 50% of all
FMCG sales in the country (including milk). If you exclude
milk, Rural is already dominating FMCG volumes and only
growing.
But imagine this, excluding milk, Urban purchases about
303 KGs of FMCG products in a year. In contrast, Rural
purchases just 186 KGs. In fact, Rural households have
added 14 KGs of FMCG extra into their purchases this year
compared to last, while Urban households have reduced
their consumption by 1KG. If Rural maintains the same
momentum and Urban sees no major growth in its
average consumption, then by 2020 Rural could be
contributing a little over 60% of All India FMCG volume.
Despite factors that could have pulled the economy down,
F M C G m a n a g e d to b e t te r t h e p re v i o u s ye a r ’s
performance. Growth not only came in terms of added
tonnage but faster value growth. Foods and especially
staples are leading FMCG growth, and nally Rural is
performing much better than Urban. The only real cause of
concern is the stagnation of the Urban market

PREMIUMIZING
IN URBAN
India takes a di erent route
Kantar Worldpanel recently conducted a study across 15
European countries to assess whether and how
premiumization is possible. In simple terms
premiumization means paying more for the same volume.
The best surrogate on the Kantar Worldpanel host of
measures to quickly assess this is the value and volume
growth across brands. If the value growth exceeds its
v o l u m e g ro w t h i t m e a n s t h a t c o n s u m e r s a re
premiumizing in that particular category or within that
particular segment of products.
The results of the study indicated that strong
premiumization is rare. Of the many brands studied for the
exercise only 6% experienced value growth that exceeded
volume growth by over 20%. The study pointed out that
co ee, chocolate spreads, canned sh, tonic water and
beer are some of the categories where premiumizing is
seen across many markets. Basically, Foods and
Beverages – that’s where premiumizing is happening in the
developed markets.
In India, over the course of the last few years we have seen
marketers talking about premiumization. Without doubt,
getting consumers to move a notch up the ladder is a
promising avenue of growth and marketers across sectors
are increasingly targeting the ‘aspirations’ of the Indian
consumer.
Nearly 2/3rd of the 1.3 billion Indian populous is under the
age of 35; and half is under the age of 25. This coupled with
the fact that media has now become an everaccompanying presence, thanks to the increasing trend of
smartphone usage in the country and that this very media

is used to drive aspirations, it is generally assumed that the
Indian consumer is in the mood for premiumzing. Add to
this the fact that India’s per-capita income was estimated
to have grown by 10% in 2016, compared to the previous
year and strong GDP growth compared to the more
developed markets lead us to think that the Indian
consumer has growing disposable income and therefore is
in a stage of premiumizing.
But does the data support that? Taking the same logic
that was used to understand premiumization in Europe we
checked the data for India. We limited this exercise to
Urban, so as to have a good sample of categories that
have value data. We checked the value and volume
growth of 36 di erent categories and by comparing these
grow ths tried to understand which of them are
premiumizing (i.e., growing faster in value) and which are
not.
Of the 36 categories in India 28 categories were
premiumizing. That’s nearly 80% of the categories
tracked.
Of the 8 categories that did not premiumize, 6 of them
appear in the top 10 most expensive categories (based on
Price per KG). 5 of them also appear in the 10 least
annually consumed categories in the country. In other
words, categories where we do not see premiumization are
already expensive categories bought very mildly in a year.
These categories include shaving blades, rubefacients,
hand sanitizers, milk food drinks etc.,

Categories Premiumizing
% Categories Premiumizing
20
22%

21

78%
6

7

Swift Premiumization Slow Premiumization

MAT SEP 16

MAT SEP 17

Not only is India’s premiumizing vast, but it is also
premiumizing fast. Of the 28 categories that premiumized
21 of them, i.e., 75% of them had a value of growth that
was at least 20% faster than the volume growth. In fact,
premiumizing categories only increased compared to the
previous year.
But that’s not all – the top 5 penetrated categories in the
country are all swiftly premiumizing – for three of these
value growth is twice that of volume growth. In fact, if you
rank categories by their penetration – the top 13 are
premiumizing – and in fac t, 9 of them swif tly
premiumizing. The average excess growth in value is 57%
for these categories, which is massive. Now this is solid
proof for marketers to believe that no matter how big your
categories or brands are, they are still capable of growing.

Categories such as Soaps, Oil, Tooth Paste, Laundry,
Noodles etc., are rapidly premiumizing while categories
such as Toilet Cleaners, Tea, Shampoo, Atta, Bottled Soft
Drinks are seeing premiumization but slowly.
Therefore, unless you are playing in a highly expensive and
largely niche category, chances are that buyers are likely
looking to trade up in your category. Innovation and
di erentiation are the key ingredients to tap into this
consumer base that is open to pay a premium. Marketers
should constantly engage consumers through innovative
o erings which stand out from the rest.
So understand your consumer better. Which lot are more
susceptible to premiumizing? What triggers them to buy
an expensive pack? Figure out how sensitive your
consumer is to price and change, and have a proper
premiumizing strategy this year.

NEW AND
EXPENSIVE
India’s launches are not
coming cheap!
Pricing is perhaps the most crucial element of the
marketing mix, especially at the inception of a brand or
variant’s life cycle. Price it high and chances are that
consumers do not see value in the brand and you don’t see
your launch’s repeats really hitting the high notes. Price it
low and the consumers may think that the variant is cheap
and your launch is not going to take o in the rst place.
Add to this that by pricing it low, you might be missing on
potential revenue. Pricing therefore, not only determines
the rst purchase of the brand but also its equity.
India’s complex economic ladder makes pricing an even
more complex issue. While there is evidence that buyers
are premiumizing in the country; it is also true that there is
a multitude of value seekers in the country. Keeping in line
with the theme of premiumization, we ventured into
understanding how marketers across key categories are
launching their products. The exercise is to understand if
generally new launches are pricier than the base product
price!
We analysed data from nine categories across staples
(Atta, Edible Oil); Beverages (Tea); Household Care
(Washing Powder, Insecticides, Toilet Cleaners) and
Personal Care (Hair wash, Tooth Paste and Skin Creams).
We looked at 153 recent new launches in these categories
and compared their launch price with the average shelf
price of the brand launching them.
2/3rd of the launches, i.e., 67% of the 153 new launches
studied were launched at a more expensive price point
than the brand’s average shelf price. In fact, 40% of the
launches charge more than 50% of the brand’s average
shelf price.
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These super expensive launches are addressed to speci c
needs or are bene t driven. For example, Sugar Control
Atta, Disinfectant Surface Cleaner, Fabric Roll on, Night
Creams etc., Even staples like Edible Oil saw the same
strategy in the last few months as their launches are also
talking about speci c bene ts now.
The categories that dominated premium launching are
Staples (Tea & Edible Oil) and Personal Care (Skin Creams &
Shampoo). Health and Hygiene is talked about in these
categories often and the launches are often tailor made to
address these propositions; and the consumer is willing to
shell that extra buck for better health and better hygiene.
When compared with the Global markets, more of the
Indian launches were expensive. In a similar study
conducted across key global markets, 45% of the new
launches were priced lesser than their brand’s average
shelf price. In India, its just 33% of the new launches.
These less-than-mother brand launches are seen as value
adding launches – products such as powder toilet cleaners,
loose green tea, value versions of the masala chais etc.,
Though the launches are getting expensive the consumers
are not equally accommodating them. The expensive
launches managed to generate an average trial rate of
under 1%, while the low priced ones managed a trial rate of
about 1.5%. So though the launches are pricier, consumers
are still being cautious in trying out these launches.
Nevertheless, once tried the repeat rates of both these
types of launches is very similar. We also observed that for
the launches that are priced similar to their mother brand’s
shelf prices the repeat rates tended to be better.
So, what is the right price for your launch? 50% pricier than
your average SKU or just 10%? What price would give you
the biggest chance to obtain the highest penetration?
Understand these launch dynamics to make your launches
larger and more successful.

