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EXECUTIVE SUMMARY

India’s Fast-Moving Consumer Goods (FMCG)
sector is one of the most strategically
important parts of the domestic economy, as
it captures daily and high-frequency
household consumption across food &
beverages, personal care, home care and
health & hygiene. FMCG is often treated as
India’s “consumption proxy” because it
directly reflects trends in household
purchasing power, inflation pass-through,
rural wage momentum and sentiment-driven
discretionary spend. In contrast to cyclical
sectors, FMCG demand shows structural
resilience since a large share of the basket is
essential, while incremental growth is driven
by premiumisation and brand-led upgrades in
urban India.

In 2024, India’s FMCG market stood at
approximately Rs.20.99 lakh crore (US$245
billion)1, making it India’s 4th largest sector.
It employs around 3 million people,
accounting for 5% of total factory
employment. The competitive landscape is
led by listed incumbents such as Hindustan
Unilever (HUL), ITC, Nestlé India, Britannia,
Tata Consumer Products, Dabur, Marico,
Godrej Consumer Products (GCPL), Colgate-
Palmolive India.

Recent growth has been supported by
improving consumption volumes: NielsenIQ
reported 6% value growth supported by 6.4%
volume growth (2024), signalling that sector
growth is being driven more by consumption
than by pricing alone. A key structural shift is
unfolding in channels: quick commerce has
emerged as a high-impact route to market,
with RedSeer estimating India’s Q-commerce
to be a US$10B+ GMV market with 30M+
monthly users (2025), reshaping product 
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discovery, assortment strategy, and platform-
led promotion economics.

However, the sector remains exposed to
important risks: input volatility (palm oil,
copra, dairy), high ad & promotion intensity
and competitive pricing pressure.
Consequently, profitability and market share
are outcomes of execution across sourcing,
manufacturing efficiency, distribution reach
and brand investment. This primer builds a
foundation for deeper FMCG study by
defining the sector in India and mapping its
value chain across procurement, production,
distribution, marketing, and omnichannel
retail.

INTRODUCTION

The FMCG sector in India has expanded
steadily, supported by consumer-driven
growth and higher product prices, particularly
for essential goods. It provides employment
to around three million people, accounting for
approximately 5% of total factory
employment in the country. As India’s fourth-
largest sector, FMCG plays a vital role in the
economy, with household and personal care
products alone contributing 50% of total
FMCG sales.

The FMCG sector in India is typically
segmented into: Food & Beverages, Personal
Care, Household Care, and Health & Hygiene.
Each category has distinct economics. Food
categories face higher commodity volatility
and often lower gross margins; personal care
categories can deliver higher margins but
require sustained brand spend; household 
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integrating predictive commodity forecasting
and supplier digitization to manage volatility.

A strong Indian example is ITC Limited
through its e-Choupal initiative, which
digitally connects farmers directly with the
company, reducing intermediation, improving
traceability and ensuring quality consistency.
This backward integration not only stabilizes
supply but enhances farmer productivity
creating shared value while lowering
procurement friction 

Manufacturing & Operations

Manufacturing in Indian FMCG operates
through a hybrid model combining owned
plants with contract manufacturing. As per
KPMG, contract manufacturing has grown
significantly because it reduces capital
intensity while enabling rapid scale-up across
geographies and SKUs.

VALUE CHAIN ANALYSIS
Procurement & Input Sourcing

Procurement in the Indian FMCG industry is
structurally complex due to high dependence
on agricultural commodities (tea, palm oil,
milk, wheat), crude-linked packaging inputs
and fragmented supplier ecosystems. Raw
materials typically account for 50 to 70% of
cost structures making procurement strategy
central to profitability. According to insights
from McKinsey & Company, leading FMCG
players are moving from scale-based
sourcing to analytics-driven procurement,  

Source - IBEF

A strong operational case is Hindustan
Unilever Limited, whose factories have been
recognized by the World Economic Forum’s
Global Lighthouse Network for advanced
automation and Industry 4.0 integration. HUL
uses digital twins, AI-driven demand
forecasting, and predictive maintenance to
reduce downtime and improve throughput
(HUL Annual Reports; MIT Sloan India
coverage). This allows it to manage SKU
proliferation while protecting margins.

On the other end of the spectrum, emerging 

 

care depends on scale and distribution
strength. 

The India FMCG market is experiencing
robust expansion driven by rising disposable
incomes, rapid urbanization, and evolving
consumer lifestyles seeking convenience-
oriented products. The sector benefits from
strong retail infrastructure development,
digital transformation, and increased brand
consciousness among consumers.
Government initiatives supporting rural
electrification, manufacturing incentives
under Production-Linked Incentive schemes,
and expanding e-commerce penetration are
accelerating market accessibility across
urban and rural demographics. 

The India FMCG market exhibits a highly
competitive landscape with multinational
corporations and domestic giants vying for
market share through product innovation,
strategic acquisitions, and digital
transformation initiatives. This report aims to
provide a summary of various elements of
the Indian FMCG sector, from complex,
volatile supply side factors to emerging
trends like digitalisation and effects of
technological integration in the
manufacturing process. 
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On the other end of the spectrum, emerging
D2C brands such as Mamaearth (Honasa
Consumer) have adopted asset-light
manufacturing models, outsourcing
production to specialized third parties while
focusing capital on branding and digital
marketing. 

Distribution & Logistics
Distribution is the single most defensible
moat in Indian FMCG due to the country’s
highly fragmented retail base (over 13 million
outlets, majority traditional trade). According
to IBEF, rural markets account for a
significant share of volume, while urban
centers drive value growth.

Hindustan Unilever Limited (HUL) has one of
the deepest distribution networks in India,
with the company consistently stating that
its brands reach 9 out of 10 Indian
households. In a country with over 13 million
retail outlets, the majority being traditional
kirana stores, this level of penetration
reflects extraordinary last-mile capability.
This level of distribution is achieved through
the following - 

Multi-Tier Physical Distribution
Architecture - HUL operates a deeply
embedded multi-tier system consisting of
carrying and forwarding agents,
redistribution stockists, wholesalers, and
retailers. Instead of expanding
opportunistically, the company followed
a cluster-based geographic strategy,
deepening penetration district by district.
Project Shakti - Through Project Shakti,
launched in 2001, HUL built a rural last-
mile model by empowering women
entrepreneurs to distribute products
within villages. This innovation solved
both access and awareness gaps in low-
density rural markets. By embedding
distribution within communities, HUL
combined demand creation with supply 

expansion. 
Hub and Spoke rural stockist model - To
serve smaller villages efficiently, HUL
developed a micro-cluster distribution
design using rural sub-stockists and
smaller drop sizes. This reduced working
capital pressure on retailers while
increasing replenishment frequency.
Project Shikhar - a digital B2B app that
enables over a million kirana stores to
place orders, manage credit and access
promotions digitally. By digitizing last-mile
retail, HUL improved working capital
efficiency and strengthened retailer
loyalty.

Another interesting case to consider is that of
ITC. Unlike pure-play FMCG firms, ITC
leveraged its long-established cigarette
distribution infrastructure to seed early FMCG
expansion, enabling rapid direct-to-retail
scaling with stronger margin control. The E-
Choupal Initiative is also a masterclass in rural
sourcing. Apart from that, similar to HUL, ITC
also uses a eB2B digital platform. 

Another compelling example is Dabur India
Limited, which significantly expanded rural
penetration through its Project Double,
strengthening distribution in Tier-3/4 markets
and driving rural growth despite urban
slowdowns.

Bain & Company highlights in its India FMCG
insights that omnichannel strategies  
integrating modern trade, e-commerce, and
quick commerce are becoming non-negotiable
as digital platforms compress the traditional
distribution chain. 

E-commerce platforms such as Amazon India
and Flipkart have fundamentally restructured
FMCG distribution by shifting from inventory-
push models to demand-led digital
aggregation. Unlike traditional multi-tier
distribution, e-commerce collapses
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intermediaries by connecting brands directly
to consumers through hyper localised
warehousing, algorithm-driven assortment
planning and real-time pricing optimization.

 Marketing & Brand Value Creation

In FMCG, brand equity drives pricing power.
India’s FMCG sector consistently accounts
for one of the largest shares of national
advertising expenditure (IBEF data).
Traditional mass-media heavy models are
being replaced by hyper-targeted digital
engagement.

A strong case is Marico Limited, which
transitioned from a legacy coconut oil player
to a diversified consumer portfolio by
acquiring and scaling digital-first brands such
as Beardo and Just Herbs. This allowed
Marico to enter premium male grooming and
Ayurvedic beauty segments.

Similarly, HUL’s acquisition of Minimalist
reflects incumbents adapting to D2C
competition by internalizing digitally native
brands rather than competing solely through
legacy structures.

New age digital-native FMCG challengers
such as Sugar Cosmetics have leveraged
community building, micro-influencers and
interactive e-commerce activations to grow
rapidly outside traditional TV-centric models.

With innumerable number of players in the
FMCG industries especially segments like
skincare, cosmetics etc… it has become more
imperative to create a distinct perception of
value in the minds of the readers.

Dimension
Legacy FMCG

Marketing
Model

New Asset-Light
Digital Model

Primary
Objective

Build mass
awareness &
top-of-mind
recall

Drive
measurable
engagement &
conversion

Media Mix
TV-dominated,
print, outdoor

Digital-first
(social, search,
influencer, e-
commerce
media)

Customer
Data

Limited first-
party visibility

High granularity
via D2C,
platform
analytics

Brand
Building

Celebrity-led,
broad
messaging

Community-led,
authenticity &
education-
driven

Launch
Strategy

National TV
rollout

Soft digital
launch → scale
via performance
marketing

Cost
Structure

High fixed
advertising
spends

Variable, ROI-
measured
spend
allocation

Speed to
Market

Longer
campaign
cycles

Agile testing &
rapid iteration

Distribution
Linkage

Trade-driven
shelf visibility

Integrated with
D2C, quick
commerce &
marketplaces

Examples
HUL’s classic
Surf Excel TV
campaigns

 influencer-led
skincare brands

FMCG INDUSTRY PRIMER
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Consumer Data & Feedback Integration

The most transformative shift in the FMCG
value chain is the integration of consumer
data into planning and innovation.
Historically, companies relied on
distributor-level sell-in data. Today, digital
platforms provide real-time insights into
sell-out patterns, price elasticity, and
regional preferences.

HISTORICAL  TRENDS

The FMCG industry in India is a dynamic one,
which has grown to establish itself as a prime,
intricately diverse sector and the 4th largest
sector in the Indian economy. It transformed
from a blind spot in India’s growth trajectory
with meagre growth and investment
prospects to one with a large, rapidly growing
and ever-evolving consumer base in the
recent years. It positioned itself as a key
stakeholder in India’s economy with forecasts
suggesting a robust growth momentum at
27.9% CAGR till 2027. 

This growth rate is backed by several trends
that shaped the industry in the past few
decades, an analysis of this is definitely
helpful in understanding the present scope of
the industry.

Pre-liberalisation i.e. in the first 50 years of
Independent India, the FMCG industry was an
afterthought in itself, with little to no scope
for investment by conglomerates,
characterised by low cost products
manufactured at a small scale for local
consumption. The twin forces of low
purchasing power by an usurped middle class
as well as the government’s focus towards
promotion of small scale industries were
both driving factors for the industry to grow
at insignificant rates.

Leading brands like ITC, Hindustan Unilever
were all surviving a harshly regulated business
environment, facing the Monopolies and
Restrictive Trade Practices at (MRTP Act) that
empower the government with heavy
licensing and regulation. Hindustan Unilever's
Lifebuoy soap brand, which clocked in high
sales, was still restricted to being advertised
as a medically beneficial soap sold locally.
Further, mass production wasn’t consumer-
centric, it was based on the premise of
ensuring compliance with the government,
low cost production and maximisation of local
distribution. 

What can now be called the point of inflexion
in the industry, was the era post the
liberalization reforms, characterized with an
inflow of foreign products that rebranded the
industry into a competitive landscape, with
flourishing domestic production, modern
retail and mercantile formats that were
introduced to the country by foreign
competitors. The focus was now on advanced
marketing, customer attention and cost based
monopolies.



ITC Limited is a quintessential
conglomerate that reaped benefits from the
1991 reforms. It has always been recognised
as a brand for cigarettes, due to which the
post 1991 reforms signalled within the
country. The executives pivoted to freeing
up capital bandwidth and and exit high cost,
management heavy business like financials
services and edible oils. It leveraged its
brand building skills alongside deep
intricate understanding of the Indian
logistics system by expanding to brands like
Sufeast, Aashirvaad and other apparel and
personal care brands.

Y.C Deveshwar pioneered the company
away from a unidimensional business to one
that emphasized on synergistic
diversification, pocketed its strength and
scaled up on the established fronts. 

This led to both enhanced investor
sentiment and an increasing leaning
towards calculated measured risk but also
allowed for ITC to dominate the market as
the largest FCG player. The percolation of
the internet and increased brand awareness
led to the industry adopting its present,
fast-paced format.

This multi-billion industry witnessed high
levels of growth and a rapidly expanding
consumer base, evident from a 16% annual
growth rate throughout the second decade
of the century. 
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This was complemented by a stable middle-
class population, increased disposable
incomes and the resultant leaning towards
brand premiumization.

The market was no longer restrained by
basic, low cost utility based offerings but
those that offered premium features,
depicted status and were aspirational in
their marketing. 

Patanjali Foods, formerly known as Ruchi
Soya Foods, an ayurvedic and health
oriented brand capitalized on this trend by
positioning itself as a high margin premium,
India specific homegrown brand. The brand
not only dethroned established
multinational FMCG conglomerates but
clocked in a revenue of 307 billion USD in
2015. This was possible only by jumping on
the premium, holistic positioning as an
Indian brand, one that took the Indian
markets by surprise. 



Increasing premiumisation: 

A significant structural shift in the Indian
FMCG sector is the rise of
premiumization across categories
Consumer demand for functional foods,
nutraceuticals, and clean-label products
is driving the need for specialised
manufacturing. Also, rising incomes and
evolving preferences are enabling brands
to introduce higher-margin, premium
products, requiring advanced
manufacturing capabilities

Small pack sizes are making premium
products more accessible and driving
trials without compromising premium
quality. Sensodyne (75g), Nabati wafers
(30g) and Tresemme (6ml) exemplify how
accessible formats fuel growth.
Established super-premium brands like
Dove, Malkist, Sensodyne and Taj Mahal
Tea are also leveraging smaller packs to
balance accessibility and premium
appeal.Consumers are increasingly
upgrading from mass products to higher
value offerings due to rising disposable
incomes, aspiration driven consumption,
and greater exposure to global brands.

The Label-padega India movement
gained significant popularity signifying
the importance placed by Indian
consumers on quality of products
consumed and intention to shift towards
better substitutes

RECENT TRENDS

International exposure: 

Major reasons for these trends include
building new factories by Indian players with
globally accepted compliance norms such as
US-FDA, NSFetc  and Global movement
looking to reduce their dependence on China
and India is emerging as a favourable
destination on account of cost advantage,
availability of a skilled workforce and
strategic geopolitical positioning. 
FMCG giants like HUL, Dabur & ITC saw
exports of biscuits, poha & shampoos grow
faster than local sales, backed by global
demand & PLI support.
This trend is underpinned by increasing
global appetite for Indian brands and
cuisines, bolstered by supportive
government policies. The government’s
Production Linked Incentive (PLI) scheme,
aimed at promoting Indian-branded food
products overseas, has selected around 73
firms under the initiative, aiding firms like
AWL Agri Business to triple their branded
exports to ₹250 crore in 3 years. However,
only companies with deep R&D capabilities
are able to capitalise on this opportunity

Exports are becoming a major element,
both directly to the FMCG giants and to the
retailers, which also is a key driver for
growth and profitability

Localisation and rural demand growth 

Rural India has emerged as the primary
growth engine for the FMCG sector in recent
quarters. Multiple industry updates indicate
that rural consumption growth has exceeded
urban demand for several consecutive
quarters. According to Reuters reporting on
NielsenIQ data, rural FMCG demand growth
has outpaced urban growth for five straight
quarters in 2025. This trend reflects
improved agricultural incomes, government
welfare transfers, and rural infrastructure
development. The resilience of rural demand
has helped offset slower urban consumption
caused by inflationary pressures and higher
cost of living.
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Leveraging the momentum of growing
urban demand, Nestlé India has
embraced this trend, launching over 140
new products in the last eight years,
including the popular Maggi oats-millets.
PepsiCo India also introduced a localised
red chilli flavour variant in its Lay's
portfolio, reflecting the need to tailor
products for diverse Indian preferences
Recently, Tata Consumer Products
(TCPL) unveiled its range of premium
street 'chai' and stocked up retail
shelves with four local tea variants from
Kolkata, Mumbai, Delhi and Hyderabad.

Digitalisation, E-Commerce and Tech
Integration:

Digital channels are rapidly transforming
FMCG distribution and purchasing
behavior. IBEF reports that
approximately 17 percent of FMCG
consumption among affluent buyers now
takes place through e-commerce
platforms. Quick commerce, which
enables ultra fast delivery of essential
goods, has expanded particularly in
urban markets.E-commerce and quick
commerce have grown 2–3 times faster
in value than traditional and modern
trade channels, diminishing the need for
an extensive traditional trade network to
enter the market. Digital payments are
also gaining popularity, with 45% of
Internet users adopting them for
transactions
The D2C market crossed Rs. 6,96,400
crore in 2024 and is expected to exceed
Rs. 8,70,500 crore in 2025. FMCG new
product launches rose 1.8 times in the
year ending May 2025, though only 4%
reached 1% market penetration due to
intense competition from regional and
D2C brands. Legacy companies are also
adapting. 

Hindustan Unilever acquired Minimalist for
Rs. 3,000 crore, Marico bought Beardo, Plix,
Just Herbs, and True Elements, ITC acquired
Yoga Bar, and Emami gained full ownership
of The Man Company.

FMCG leaders such as Johnson & Johnson,
Himalaya, HUL, ITC, and Lakmé are facing
challenges from digital-first players like
Mamaearth, Sugar, The Moms Co., and Nua,
which reached Rs. 100 crore revenue
milestones far faster than traditional brands. 

From FMCG store shelves to R&D labs, Al is
making each value chain stage more
efficient, agile, and innovative. The role of Al
in retail, especially in FMCG, goes far beyond
automation-it represents a paradigm shift in
how brands make decisions, deliver value,
and stay competitive.
For example, Al helps Nestle monitor
production gear and predict potential
breakdowns. Such predictive maintenance
decreases surprise downtimes and boosts
manufacturing efficiency, an example of how
Al is helping FMCG companies increase
business operational resilience.
 
In India, blockchain is also being considered
to combat the problem of counterfeit
products, which is a significant issue for
premium FMCG brands (luxury spirits,
skincare, etc.). By assigning each product
batch a unique blockchain entry, it becomes
nearly impossible for counterfeiters to fake
the provenance data. Consumers with a
smartphone can scan a QR code on
packaging which is linked to the blockchain
record, instantly verifying if the product is
genuine and learning its production date,
origin, and other attributes.
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Local Homegrown brands emphasising
health, natural and functional attributes like
cold-pressed oils, natural shampoos and
herbal teas are
gaining share in super-premium categories,
often outpacing global brands. Examples
include Burhani Liquid Dishwash in Madhya
Pradesh, AVT Gold Cup Tea in Tamil Nadu
and Meera Shikakai Shampoo in Karnataka
and Odisha.

Post pandemic consumer behavior
continues to favor health, hygiene, and
wellness categories. Demand for products
such as sanitizers, immunity boosters,
fortified foods, and natural personal care
items remains elevated compared to pre
pandemic levels. IBEF reports that
household FMCG spending rose
approximately 8 percent to nearly Rs 17,792
crore by April 2025, with health and hygiene
categories contributing significantly.
Consumers are increasingly prioritizing
product safety, ingredient transparency,
and nutritional value.

Indian FMCG companies are among the
pioneers in some sustainable packaging
initiatives. For example, Hindustan Unilever
has piloted the use of compostable
packaging films for certain food brands and
has introduced refill stations for products
like detergents and shampoos in some
urban stores. Many companies (like HUL,
ITC, Nestle) have also pledged ambitious
goals – such as making 100% of their
packaging reusable, recyclable, or
compostable by 2025 or 2030.

Sustainability is emerging as a strategic
priority across the FMCG value chain.
Consumers are increasingly aware of
environmental concerns such as plastic
waste and carbon footprint. Companies are
responding by investing in recyclable
packaging, biodegradable materials, and
responsible sourcing initiatives
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Health, Wellness and Sustainability
Oriented Consumption 

Market Segmentation
Product Segmentation

Personal care, Food and beverage,
household care, and health and hygiene
products make up the main segments of the
FMCG market in India. According to IBEF,
the largest segment is food and beverages,
which make up between 50 and 55 percent
of the entire FMCG market by value. This
covers dairy products, packaged foods,
snacks, drinks, and necessities. Driven by
premium grooming trends and growing
hygiene awareness, personal care and
household care together account for a
sizable portion. Due to increased consumer
attention to immunity and sanitation
following the pandemic, the market for
health and hygiene products has expanded
quickly. Differentiated product innovation
and marketing intensity are necessary for
each category due to its unique consumer
bases and growth drivers.

Regional Segmentation
The FMCG market in India is firmly divided
into urban and rural segments. Despite
making up more than 65% of the
population, rural India only accounts for
35–40% of total FMCG sales. According to
NielsenIQ and Reuters, rural demand
growth has surpassed urban growth in
recent quarters, helped by increased
agricultural income and government
welfare programs. 
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Higher premium product penetration,
stronger brand switching behavior, and
quicker adoption of digital commerce are all
characteristics of urban markets, especially
metropolitan ones. Given that North, South,
East, and West India have different tastes,
languages, climates, and consumption
habits, regional segmentation is also
important. To maximize market penetration,
businesses frequently regionally tailor
flavors, pack sizes, and communication
tactics.

Income Based Segmentation

Given India's wide income distribution,
income segmentation is essential to FMCG
strategy. Mass, value, and premium
segments can be used to broadly categorize
the market. In order to increase affordability
and promote rural penetration, the mass
segment concentrates on low-cost, small-
pack products like sachets and mini packs.
The value segment caters to middle-class
households looking for better products at
affordable costs. The upper middle class and
wealthy customers who are prepared to pay
for better quality, a well-known brand, or
useful features are served by the premium
segment. Premium products now make up a
larger portion of FMCG volumes, with rural
consumers contributing significantly,
according to industry data cited by Brand
Equity. This suggests that aspirational
consumption is spreading outside of cities.

Demographic Segmentation

FMCG companies divide up their customer
base according to factors like age, gender,
family size, and stage of life.

For example, grooming products are
categorized by age and gender, whereas
baby care products are aimed at young
parents. The demand for convenience foods,
cosmetics, and digital-first brands is
bolstered by India's youthful demographic.
Meanwhile, the market for specialized
nutrition products and health supplements
is expanding due to an aging population
segment. Businesses usually create product
formulations and targeted advertising
campaigns to meet the needs of particular
demographics.

Behavioral Segmentation

Customers are categorized by behavioral
segmentation according to their price
sensitivity, brand loyalty, usage frequency,
and purchasing behavior. A sizable portion
of Indian consumers are still extremely price
sensitive and receptive to sales and
discounts. Nonetheless, a growing
percentage of consumers show a high level
of brand loyalty, especially in areas like
personal care, health products, and baby
food. Segmentation is also influenced by
seasonal and festival-driven purchasing
patterns, with demand peaking during
harvest festivals, Diwali, Eid, and wedding
seasons. According to recent industry
analyses, rural consumers exhibit greater
loyalty to well-known legacy brands,
whereas urban consumers are more likely to
try new brands.

Channel Based Segmentation

In the digital age, dividing up distribution
channels has become more and more
important. 

FMCG INDUSTRY PRIMER



Segmenta
tion Type

Primary
Focus

Key Insight

Product-
Based

Food & Bev,
Personal
Care,

Food &
Beverage
dominates (50–

Regional
Urban vs.
Rural; North,
South, East,

Rural demand is
currently
outpacing urban

Income-
Based

Mass, Value,
and
P i

Premiumization
is rising even in

l
Demogra
phic

Age,
Gender,
Family Size

India's youth
drive demand
for digital-

Behaviora
l

Loyalty,
Price
Sensitivity,

Urbanites
experiment
more; Rural

Channel-
Based

Kirana,
Modern
Trade, E-

Kirana stores still
handle over 80%
of total retail
sales

Psychogr
aphic

Lifestyle,
Health,
S t i bilit

Growing shift
toward organic,

t l d

Lifestyle and Psychographic Segmentation
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There are four main types of trade in the
FMCG market: traditional trade, modern
trade, e-commerce, and quick commerce.
Traditional trade, which includes kirana
stores, still makes up more than 80% of all
FMCG retail sales. Modern stores like
supermarkets and hypermarkets make up a
smaller but growing part of city life. E-
commerce and quick commerce are
growing quickly, especially among wealthy
city dwellers. Reports from the industry
say that quick commerce makes up a large
part of e-grocery orders in cities. Each
channel serves a different group of
customers who have different
expectations about prices, selection, and
ease of use.

Consumer attitudes, values, and lifestyle
choices are the main focus of
psychographic segmentation. A growing
number of health-conscious consumers
are looking for natural, organic, and
fortified products. Sustainability and eco-
friendly packaging are given top priority in
another section. High-end beauty and
personal care companies aim to attract
aspirational customers who are impacted
by social media and worldwide trends.
Because lifestyle-driven consumption
patterns are more prominent in urban
areas, this type of segmentation is
especially pertinent there.

Given beside is a summary of market
segmentation that can be noticed in the
Indian FMCG market and the main striking
inference from it. 

Demand Side factors
Consumption Expansion - India’s FMCG
demand is expanding but unevenly.
Consumption growth is increasingly
polarised with premium segments
accelerating faster than mass categories.
Blume Ventures’ Indus Valley thesis
highlights that India’s top consuming
cohort, roughly the top 10–15% of
households accounts for a
disproportionate share of discretionary
spend.
ITC Limited’s Sunfeast Dark Fantasy line
illustrates premiumisation in packaged
foods. Positioned significantly above
standard biscuit price points, the brand
scaled rapidly in urban markets by
targeting aspirational consumers willing to
pay for indulgence & packaging aesthetics.
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Rural Demand 
Rural India still accounts for a large share of
FMCG volumes. However, the narrative has
shifted from mere penetration to
aspirational upgrading.According to IBEF,
rural markets are witnessing trading-up
behaviour in select categories, particularly
personal care and packaged foods.

Hindustan Unilever Limited pioneered
sachet-based shampoo distribution
decades ago to unlock rural demand. Today,
the same rural consumer is increasingly
upgrading from sachets to small bottles in
categories like facewash and conditioners.

An unconventional example of rural
aspirational demand is Lotus Bakeries’
Biscoff, scaled in India via Mondelez India.
Once an imported ₹250–300 café product,
local manufacturing enabled ₹10 entry
packs, expanding reach into traditional
trade and smaller towns. Mondelez has
signaled ambitions to build Biscoff into a
$100 million brand in India, highlighting
how premium global SKUs can unlock mass
rural demand when affordability and
distribution align.

Convenience Demand - 

Urban India is witnessing structural lifestyle
changes such as dual-income households,
time scarcity, nuclear families and
increased workforce participation. This has
materially boosted demand for
convenience-oriented FMCG products.

The rise of quick commerce platforms like
Blinkit has altered urban consumption
frequency. Consumers now order small-
ticket FMCG items multiple times per week
rather than undertaking large weekly stock-
ups. 

A consumer behaviour study on quick-
commerce usage in India shows average
monthly orders rising from 4.4 orders in FY21
to 6 orders in FY24, with around 22 % of
users opening apps daily and many heavy
users placing 3 to 4 orders per week
These technologies are enabling FinTechs
and other FS providers to develop new
products and services.

Digital Penetration - 

India’s smartphone and internet penetration
have restructured demand discovery and
brand engagement.KPMG’s India consumer
insights indicate that digital discovery
through social media and influencer
marketing is shaping brand preference,
especially among Gen Z and millennials.
Nearly 80% of Indian shoppers discover new
products via social media. 

Mamaearth built rapid scale by leveraging
digital-first marketing and influencer
credibility. Its growth demonstrates how
digitally native consumers are willing to
switch from legacy brands when authenticity
and niche positioning resonate.
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Company Primary Categories Iconic Brands Market Strategy Key Strength

Hindustan Unilever
(HUL)

Home, Beauty,
Personal Care,
Foods

Dove, Surf Excel,
Lifebuoy, Horlicks

"Straddle the
Pyramid": Presence in
mass, value, and
premium tiers.

Unmatched
distribution
network reaching
every corner of
India.

Nestle India
Food & Beverages,
Dairy, Nutrition

Maggi, KitKat,
Nescafé, Cerelac

Premiumization:
Focus on high-margin,
urban-centric food
products.

Strong brand
equity and "top of
mind" recall in
snacks/coffee.

Tata Consumer
Products

Tea, Coffee, Salt,
Pantry Necessities

Tata Tea, Tata Salt,
Tetley, Soulfull

Health & Wellness:
Moving from
"commodities" to
"branded pantry"
items.

Trust associated
with the Tata brand
and strong supply
chains.

Godrej Consumer
Products

Home Care
(Insecticides),
Personal Care

Good Knight, HIT,
Cinthol, Godrej
Expert

Global-Local (Glocal):
Dominating home
insecticides and hair
color.

Leadership in niche
categories (Home
Insecticides) and
emerging markets.

Marico
Hair Care, Edible
Oils, Healthy Foods

Parachute, Saffola,
Set Wet, Beardo

Diversification:
Shifting from pure oils
to healthy snacks and
male grooming.

Dominant market
share in coconut oil
and heart-healthy
oils.
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Comparative Summary of top 5 FMCG companies
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High volume and thin margins form the
basis for a significant part of the Indian
FMCG sector. Hence it is not surprising that
efficiency of the supply-side becomes one
of the primary determinants of a company’s
competitive advantage. Further, having
wide-spanning geographic diversity and a
fragmented real environment, supply chain
management gains prominence, and has
deviated from its earlier role as a back-end
function. It has evolved into a strategic
lever that directly impacts the bottom line.
Analysis of the complexities of sourcing, the
volatility of costs, and the current digital
transformation become important to
understand the FMCG industry.

1. Raw Material Sourcing and Procurement
Challenges
Vulnerabilities are markedly different for
Indian FMCG since it is heavily dependent
on agricultural commodities. Raw materials
such as wheat, palm oil, sugar, and milk are
subject to the fluctuations of the monsoon
and risks inherent to the agricultural sector. 

According to industry analyses, rising costs
of palm oil, crude derivatives, and sugar
have weighed on production costs,
compelling companies to either absorb the
extra expense or adjust pricing to
consumers.Further, since the agrarian
economy of India remains largely
unorganised, maintaining consistent quality
standards remains a big challenge to uphold
the quality of products that many of the
FMCG sector companies are renowned for
in India. 

Commodity price fluctuations do not impact
all companies equally. Large multinational
firms and well-capitalised domestic players
like Parle, Tata Consumer Products, Nestlé
India, and Britannia are now engaging in bulk
buying during harvest periods to secure
favourable pricing and reduce exposure to
seasonal swings in agricultural supply.
Though this strategy requires the presence
of a strong balance sheet and financials for
the companies, it helps compensate for
fluctuations in the year and provides
stability.
Another barrier for the industry is the
reliance on global procurement for raw
materials, especially from complex
geographies. This exposes the industry to
currency fluctuation risks, and international
carriage delays. Not only do multiple
regulatory compliances make the process
bureaucratic and time consuming, it results
in a cyclical effect that eventually leads to
extreme delays. 

The FMCG procurement landscape is an
extremely intertwined one, immensely
fragmented with small scale farmers,
intermediaries and storage units. This leads
to a high chance for price manipulation,
information asymmetry even in restricted
geographical areas. Cocoa-Cola is a leading
example of how it optimised its supply chain
and tackled information asymmetry in India
by deploying logistic supply chain
optimisation softwares that test hypotheses
and reacts promptly every few hours.
Leading firms also pivoted strongly towards
direct-to-farm models wherein traceability
was improved by procuring directly from
farmers and eliminating intermediaries that
inflated the complexities. 

Supply Side factors
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Bigbasket pioneered this model, through
their Farmer Connect program, sources
approximately 85% of its fruits and
vegetables directly from over 30,000
farmers across India. By bypassing
intermediaries, these firms gain better
control over quality and ensure a more
stable supply. However, procurement
efficiency associated with economies of
scale is yet to be gained, weighed down by
inconsistencies of grading systems in
different states. Newer strategies include
sustainability and transparency, providing
priority to customer interests and concerns
about health and packaging requirements.

2. Impact of Inflation and Commodity Price
Cycles
Two ways in which inflation exerts pressure
on supply chains are by increasing the cost
of production, targeting raw material prices
and intermediate goods or by elevating
logistics expenses, amplifying distribution
costs.India’s CPI (Consumer Price Index)
inflation climbed to around 6.8 percent in
FY2024 compared with earlier years,
significantly impacting input costs for
FMCG firms reliant on commodities such as
edible oils, wheat, and packaging materials

EBITDA Margins of FMCG companies are
threatened the most by inflationary
pressures, especially through fuel and
transportation costs. “Crude-to-packaging”
price cycles affect this sector significantly.
Following a rise in global crude oil prices,
High density polyethylene (HDPE) costs,
packaging polymers cost increase
proportionately. Simultaneously, logistics
costs climb, creating a dual-threat scenario
for operating margins.

 

The FMCG sector already functions as a low-
margin industry, and adding rising
transportation costs increases the
susceptibility of the sector to shocks in the
economy. It reduces further operating
leverage. Distribution costs are driven up
higher citing reasons of freight rate volatility,
fuel price cycle volatility and infrastructure
bottlenecks. FMCG logistics costs in India are
typically cited as a higher share of revenue
relative to more developed markets, putting
additional pressure on profitability.

Price sensitive Indian consumers make it
difficult for companies to pass on 100% of
the increase in input cost completely to
them. An interesting trend that has been
noticed is the effect of Shrinkflation, where
instead of increasing the price of a product,
the quantity offered is reduced, keeping the
original price. It utilises consumer
psychology of not immediately making the
consumer realise the reduced value
obtained. 

Furthermore, commodity cycles are often
cyclical and unpredictable. A sudden export
ban on palm oil by Indonesia or a domestic
wheat shortage can send procurement costs
skyrocketing in a matter of weeks. Hedging
strategies and contracts that determine
prices well in advance are tools to mitigate
these issues, but do not address the
eventual problem of inflationary pressures. 
Price increases on the consumer side have
been one response to inflation. Many leading
FMCG companies have implemented
selective price adjustments to sustain
margins without significantly dampening
demand. However, it is important to note
that this simultaneously also amplifies the
chances for market share erosion, especially
for industries that are price sensitive. 

FMCG INDUSTRY PRIMER
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3. Distribution Infrastructure and Logistics

The supply chain infrastructure has always
been a key factor for the industry because it
is characterised by a complex network of
distribution channels, intense competition
fuelling indeed for consistent innovation
and the constant battle between price
sensitivity and absorption.
The industry in India is heavily reliant on the
distribution channels and networks
especially because the nature of consumers
is such that the product has to reach the
lower rungs of the economic pyramid,
proliferate through tier 1 cities to villages
and local kirana stores. FMCG is not just
about tapping a new market, but stabilizing
and maintaining the market share amidst
the constant pressures of increased costs
and heightened competition. Moreover,
complex geographies, uneven terrains and
problems of last-mile connectivity add to
the challenge of increased costs for
manufacturers, most often higher than the
costs in developed countries.

The network of distributing and ensuring
the final product reaches to consumers is
drastically different from other countries.
Instead of minimizing costs and
manufacturing products in large pack sizes,
Indian FMCG players can tap into new
audiences only by selling small pack sizes.
This adds to the handling, transportation
and warehousing costs given that large
facilities still operate on manual
management rather than an automated
ecosystem.

The channels operate via a collectivised
network of the hub and spoke system, an
established distribution model for the
country. Products are stored in central
distribution stores and then transported to
smaller, more localized and near to the
actual consumer fulfillment centres or kirana
stores via C&F agents.
Moreover, there are numerous reports that
mention the inefficiency of India’s cold
storage network, the backbone for efficient
logistics and operations in the case of the
FMCG industry. Data suggests there is a 90%
gap in pre-cooling units for fresh fruits and
vegetables in India which is the leading
cause for losses up to INR 900 billion in
fresh produce. This isn't negligible and
highlights the massive dearth of well
functioning cold storage solutions in our
country.

4. Role of Technology: ERP, AI, and
Optimization
Demand forecasting and commercial
planning in the FMCG industry is not a
passive afterthought, but a strategic lever
that can provide a competitive edge. When
driven with AI centric and ERP based
forecasting, it can change tides for any
organization given the complex and
intertwined nature of the sector.
AI based forecasting from structured and
unstructured datasets are quick to adapt,
formulate and mitigate unnecessary
pressures in the distribution. Demand is
predicted at a hyper local level and machine
learning algorithms optimize the supply by
examining local events and changes from
miniscule factors like weather to other
factors like consumer income and
inflationary trends. AI optimizes the entire
supply chain, reducing lead times, cutting
transportation costs, and ensuring that
products reach consumers faster.
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Further the benefits flow into faster capital
location and inventory resource allocation
when the finance team can figure out where
to invest and how much to to tie up capital
in, by modeling all possible scenarios and
forecasting them with a great deal of
accuracy.These algorithms not only model
but predict the pricing structure of
competitors, offering real time insights that
can be adopted to ensure dynamic pricing
in the organization There is more fluidity
and the spot to provide tailored discounts,
promotions is enhanced without
compromising on production cost and
overall profit margins. 

5. Supplier Concentration and Dependence
on Small Vendors
The supply chain for FMCG is a pyramid. A
few major suppliers of specialty chemicals
and packaging materials are at the top.
Micro, Small, and Medium-Sized Enterprises
(MSMEs) make up the vast ocean at the
bottom, offering everything from raw
ingredients to corrugated boxes.
There is inherent fragmentation in the
Indian FMCG value chain. There is a huge
ecosystem of small-scale manufacturers
and suppliers in addition to a few major
producers. Numerous small vendors
without official contracts or quality
certifications provide a large number of raw
materials and packaging inputs. This puts
timely delivery and consistency of quality
at risk.Concentration of suppliers in
particular markets may expose businesses
to regional disruptions.
Dependence on a concentrated group of
large suppliers creates a "hold-up" risk. An
FMCG giant's entire production line may
come to a complete stop if a labor strike or
fire occurs at a primary supplier of a
proprietary ingredient.

Businesses are diversifying their supplier
base in an effort to combat this. However,
there are risks associated with switching to
smaller vendors. In India, a lot of small
vendors have trouble getting credit and
don't have the technology to connect with
the ERP of the parent company.

The FMCG company is unable to monitor the
production status of its components,
creating a "visibility gap." As a result,
numerous big businesses have begun to
provide "supply chain financing" schemes. In
these agreements, the large company
ensures the stability of the ecosystem by
using its superior credit rating to assist its
smaller vendors in obtaining low-cost loans.
On the other hand, small vendor monitoring
and onboarding present operational
difficulties. Not all businesses can readily
scale the additional expenses and resources
required by quality assurance systems and
audit mechanisms. As a result, many
businesses are spending money on
digitalized supplier networks that enhance
compliance monitoring and minimize manual
interventions.
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Force Intensity in India Key Challenges Implications

Industry Rivalry Very High

Strong competition
between MNCs like
HUL, Nestlé, P&G
and domestic firms
like ITC, Dabur,
Marico. High
advertising intensity
and frequent

Margin pressure and
constant need for
brand
differentiation.

Bargaining Power of
Buyers

High

Consumers have low
switching costs.
Modern trade and
quick commerce
platforms demand
higher trade margins
and discounts.

Reduced pricing
power and
profitability
constraints.

Bargaining Power of
Suppliers

Moderate to High

Commodity
suppliers are price
driven. Specialized
packaging and
ingredient suppliers
may be

Exposure to global
commodity cycles
and supply risk.

Threat of New
Entrants

Moderate

Digital platforms
and contract
manufacturing
reduce entry
barriers for startups.

Increased
fragmentation and
niche competition.

Threat of
Substitutes

High

Regional brands,
unorganized players
and private labels
provide lower priced
alternatives.

Volume pressure in
mass categories.
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Porter’s 5 Forces Analysis
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The ownership structure in the industry is
well diversified, offering strategic
advantages as diverse models coexist and
bring in their own pool of strengths and
challenges. A study conducted in 2022 tried
to establish and/or demystify the nexus
between the success of fmcg firms listed on
BSE and their ownership structures The
findings concluded that the ownership
structure has a more beneficial impact on
the market based performance than on
plain financial metrics. This meant that
having a well established,secure base of
owners and trustworthy shareholders
directly accrues benefits in the market
performance and customer satisfaction.
Institutional ownership was also
representative of positive consumer
sentiment as it meant good governance and
constant potential for growth and business
led transformations.

Haldiram's, an Indian snack based FMCG
firm deserves a noteworthy mention in our
discussion, that navigated the family
business dynamic to merge as a leading
FMCG brand in India. Because of the
fragmented nature of ownership between
family factions, across cities of Nagpur and
Delhi, the brand found it extremely difficult
to present itself as a united front and
attract major large-scale investment that
could act as an impetus for growth. In 2023,
as a solution to these challenges, the brand
was consolidated under 1 major holding
entity, HaldIram Snacks Food Pvt Ltd. that
allowed it to integrate the factions in a legal
and distinct corporate entity. Moreover, it
pivoted towards institutional investment by
offering 10% stakes across investors in
Singapore and Abu Dhabi.

Ownership Structures

FMCG INDUSTRY PRIMER

Family owned Businesses

India has a legacy of family-run businesses
in industry. The high incidence of family
businesses in India owes much to the link
with structures that are inherently
entrepreneurial. This means that ownership,
management and strategic control tends to
consistently remain concentrated in the
founding family over generations.
Many family-owned FMCG firms feature a
high promoter shareholding, which
indicates that the founding family retains a
significant degree of management control
even in listed firms (e.g., Board leadership,
CEO/Chairman positions). The long-term
strategic plan is less vulnerable to the
quarterly pressure of diversified
shareholder bases. Established in 1884 by S.
K. Dabur India Ltd, a quintessential Indian
family influenced FMCG firm K. Burman. The
Burman family remains the largest
stakeholders, possessing an enormous
promoter stake which grants them influence
in governance and leadership. The
company’s product range consists of
personal care, medicine, food and beverage
items that are used deeply in rural areas.

Multinational Subsidiaries

Multinational subsidiaries in India are
mostly foreign-owned (in most cases, by the
global parent). The balance is owned by
Indian institutions and retail investors. The
Indian listing regulations allow the foreign
company to exercise dominant control over
its local subsidiary. 
Most multinational subsidiaries with
presence in India have local independent
directors and also parent appointed
executives on their boards. 
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The governance combination ensures
conformity to Indian corporate law while
having local market responsiveness and
global strategic oversight not distracting
from the objectives of the larger group.
Foreign controlled subsidiaries are subject
to Indian laws, including – foreign
investment, competition, and local
manufacturing laws. Due to their size, global
brand and experience, they often become
strong competitors of domestic FMCG
firms.

Cooperative Structures

Cooperatives in India portray a unique
ownership and management structure
under which producers, especially in
agriculture and dairy own and operate
enterprises collectively. FMCG cooperatives
often emphasize price fairness, member
welfare, and rural development, creating
their organisations based on mutual benefit
and democratic control, but with business
profitability too. Cooperatives are owned
and controlled by their members, who are
usually small producers, such as farmers. 

In the dairy sector, most prominent in India
is cooperative FMCG activity, although
there are other consumer cooperatives (e.g.,
distribution of food staples, organic
staples). In a member-driven framework,
these entities combine procurement,
processing, branding and retail distribution
to create inclusive value chains for
producers and consumers. Of the many
success stories around the world, the most
prominent ones often involve cooperatives
using the end-to-end supply chain
approach along with streamlined services. 
Amul, which is one of the most iconic
cooperative FMCG brands in India, is the
flagship brand of GCMMF. 

FMCG INDUSTRY PRIMER

It is a federation of local dairy cooperatives.
Moreover, its members are those who are
milk producers. With more than 3.6 million
milk producers associated with its
thousands of village dairy societies, GCMMF
(Gujarat Cooperative Milk Marketing
Federation) has a three-tier cooperative
structure: village societies, district unions,
and federation. This democratic structure
enables producer members to contribute to
significant decisions and directly gain
profits and price support.

The Indian FMCG sector remains a
structurally resilient and consumption-
driven industry characterized by scale,
diversification, and steady demand. Rural
recovery, premiumization, digital expansion,
and technological integration are shaping
the current growth trajectory. Despite
inflationary pressures and competitive
intensity, strong brand equity and extensive
distribution networks continue to support
profitability.

Looking ahead over the next five to ten
years, growth is expected to be driven by
rural penetration, e-commerce expansion,
sustainable innovation, and premium
product offerings. Companies that
successfully balance pricing discipline,
supply chain efficiency, digital integration,
and consumer-centric innovation will be
best positioned to capture long-term value.
For investors and policymakers, the FMCG
sector remains a critical indicator of
consumer confidence and economic health.

Conclusion
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