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ABSTRACT 

Today the rural areas are less of a holiday destination and more of a business opportunity. Overall, there are 

more than 3.8 million retail outlets in rural India, averaging 5.8 shops per village. Almost 50 per cent rural 

people are taking part in FMCG products. 

The rise of rural marketing has been seen as the most important marketing phenomenon of the early 1900s, 

providing voluminous growth to all leading companies like FMCG and Telecom or Electronic or IT related 

product or services. But the real challenge is how to cope up with 4 P,s aspect of Marketing i.e Product, Price, 

Place and Promotion. 

What should be the role played by IT, it’s a really a big question, especially in the case of Rural Marketing. 

Channels play a pivotal role in rural marketing by performing a no. of vital distribution functions. Distribution 

decides the manner in which product and services are made available to the target customers. It involves the 

bridging of place utility gaps between manufacturer and customers. The design of physical distribution, referred 

to logistics and supply chain management and trade channels of distribution are the major components in 

distribution. 

Till now rural distribution was based on physical distribution and channels of distribution. But the main 

problem arises in channel of distribution like multiple tiers, higher cost and administrative problems, non-

availability of dealers, poor viability of retail outlets, inadequate bank facility and credit facility. But the actual 

problem arises due to lacking of information technology awareness which is going to be very fruitful if it is 

implemented in rural distribution channel. IT assists all elements of value chain system for rural marketing like- 

 Wider coverage areas thereby leading to better economies of scale. 

 Quicker exchange of information between rural consumers to supplier. 

 More accurate and comprehensive information gathering. 

 Access through multiple media. 

 Lower transaction cost. 

 Minimizing the language barrier. 

So, we can say that generating consumer awareness about goods and services pay heavy dividends. In rural 

marketing, availability determines volume and market share. Research still shows that approx 68 per cent rural 

market is untapped due to inaccessibility which may be tapped using IT or IT based techniques. Even a no. of 
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initiatives have been taken by Govt and Top Notch companies like ITC e-choupal, Project i-Shakti, Gyandoot, 

TARAhaat and GRASSO (Grameen Sanchar Society). Now Companies are taking more care about retailing 

using IT initiatives. 
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I. INTRODUCTION 

Today the rural areas are less of a holiday destination and more of a business opportunity. Overall, there are 

more than 3.8 million retail outlets in rural India, averaging 5.8 shops per village. Almost 50 per cent rural 

people are taking part in FMCG products. The importance of rural marketing in the Indian economy continues 

to grow day by day. With the rise in incomes of the people in general, the overall demand for all types of goods 

has gone up. This has led to an increase in production of various types of consumer goods. The success or 

failure of a business now depends upon how effectively the marketing functions are performed whether it is 

urban areas or rural areas. 

The rural market is an area of darkness to Indian entrepreneurs. An area which is vast in size but still 

inaccessible by the industry. And yet, the rural market represents the largest potential market in the country. It 

encompasses over 70 per cent of population. Rural assets also amount to more than 50 per cent of the country’s 

tangible wealth. 

The rise of rural marketing has been seen as the most important marketing phenomenon of the early 1900s, 

providing voluminous growth to all leading companies like FMCG and Telecom or Electronic or IT related 

product or services. 

But the real challenge is how to cope up with 4 P,s aspect of Marketing i.e Product, Price, Place and Promotion. 

 

II. EVOLUTION OF RURAL MARKETING 

In rural India, consumer markets as such are in the process of evolution. The first phase of the evolution was 

from the 1980’ s to the 1990’s, a period characterized by a shift in focus to the consumer needs, which in turn 

led to an increase in the number of consumer products, players and competition- all giving the consumer a 

choice. Another factor that led to the ‘boom’ in choice was the increased reach of the media and rising 

household incomes, bringing about major changes in lifestyles. 

 

2.1 Size of Rural Market 

The total size of the rural market is estimated at Rs. 123,000 crore, which includes FNCG’s, durables and agri-

products. 

Estimated annual size: Rural Market 

FMCG Rs. 65000 crore 

Durables Rs. 5000 crore 

Agri-inputs Rs. 45000 crore 

2/4 wheeler Rs. 8000 crore 

Total Rs. 123, 000 crore 
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Source: Francis Kanoi 2002 

2.2 FMCG Market 

The estimated size of the rural market for FMCG was Rs. 41,500 crore in 1998-99. The rural market has 

expanded by 30 percent between 1992-93 and 1998-99. Though rural households spend less than half of what is 

spent by their urban counterparts., they accounted for 53 per cent of the total consumption in the country. In the 

consumables market, the rural pie is larger than the urban pie. 

2.3 Durables Market 

Out of 87.4 crore units of durables assets sold in India till 1998-99, rural markets accounted for 54 per cent of 

total durable ownership. In 1998-99, rural ownership was 3.84 durables durables per household compared to 

urban ownership of 8.19. the decadal growth in rural was almost 100 per cent whereas in urban it was only 40 

per cent. 

2.3 Agri-Inputs 

There is a very rapidly expanding demand for agricultural inputs in rural market. This is borne out by the 

compound rate of growth in the off take of agricultural inputs between 1990-91 and 1998-99. 

 

III. FERTILIZERS 10 PER CENT 

Pesticides 12 per cent 

Area under high yielding variety 11 per cent 

Tractors 15 per cent 

Pumps and Tube wells 11 per cent 

 

IV. THE RURAL MARKET IS MADE OF TWO BROAD AREAS 

The market for consumption goods:- both consumer conveniences related with proper channel of distribution 

and shopping and durables goods. The market for agriculture inputs and other investments goods:- such as 

agricultural tools and heavy machines used in agri production. 

 

V.RURAL DISTRIBUTION 

The most difficult hurdle in developing rural markets is for the products to reach these markets is distribution 

management. In the absence of market places, shopping complexes, and malls, marketers will have to abandon 

the known and the familiar and instead understand where rural consumers buy their goods and products. 

The marketer has the responsibility of making his product available near the place of consumption so that the 

consumers can easily buy it. If the brand preferred by the consumer is not easily available at a convenient 

location, he may buy some other product or brand. Thus a marketer has to ensure that his product is available to 

the target consumers wherever required. But it the biggest problem for rural marketing to have a proper 

distribution channel. 

It is noteworthy that 90 per cent of durables are purchased from 20,000 + populations towns (according to an 

IMRB study) as per the need to compare products, seek reassurance and product knowledge directly from 

perceived company representatives, and the ‘out of the village’ experience for ‘technically’ sophisticated 
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products or services. The distribution system of P&G covers every village or town, which has a population of at 

least 5000 persons. This is the companies operating in rural areas. 

 

VI. THE CHALLENGE AND THE DILEMMA OF RURAL DISTRIBUTION 

While the rural market certainly offers a big attraction to marketers, it would be naïve to think that any company 

can enter the rural market without facing any problems and walk away with a sizable share. Marketers encounter 

the following problems in rural distribution:- 

Large number of small markets 

Dispersed population and trade 

Poor road connectivity 

Multiple tiers 

Poor availability of suitable dealers 

Low density of shops per village and high variation in their concentration 

Inadequate bank and credit facilities for rural retailers, leading to poor viability of retail outlets 

Poor storage system, leading to inadequate stocking of products 

Highly credit-driven market and low investment capacity of retailers. 

Poor visibility and display of product on rural shop shelves 

Poor communication of offers and schemes due to poor reach of media. 

The distribution networks in India are characterized by predominance of family-owned proprietary concerns. 

Urban areas have a variety of distribution outlets, ranging from large supermarkets and superstores to the 

smaller neighborhood retail stores. In contrast, in villages small shops alone the backbone of the local retail 

network. There are five layers of distribution channels for the movements of products from the company depot 

to the interior village markets. 

Layer Channel partner Location 

Layer 1 Company depot/C&F National/ State level 

Layer 2 Distributor/ Van operator/Super stockiest/ Rural distributorDistrict level 

Layer 3 Sub distributor/ retail stockiest/ substockiest Star seller / shakti dealer Tehsil HQ, Towns and large 

village 

Layer 4 Wholesaler Feeder towns, large village, haats 

Layer 5 Retailer Villages, haats 

 

VII. ROLE OF INFORMATION TECHNOLOGY IN RURAL DISTRIBUTION 

There has been an explosion in the IT (Information Technology) throughout the globe. Beginning with 

transistors in the 1940 & 1950, electronic technology has entered the phase of chips and micro-chips, which 

have ushered in a micro-electronics revolution. Rapidly growing computerization of production in India and all 

over the world has brought about the massive expansion of the market including the rural market. Commodities 

have begun flowing from one region to another, and from one village to another, breaking all barriers. 
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Technologically advanced firms/organizations all over the world are trying to reduce the ‘time cycles’ of 

production and delivery. 

This has created a new era of demand creation and consumer-cum-commodity consciousness in rural areas. 

 

VIII. ROLE OF IT  

1. Facilitate access to information and services 

2. Providing advance information system about weather and market price situation. 

3. Help in promoting and up-scaling micro, crop & other insurance programs. 

4. Providing better services and facilitating speedy claim servicing. 

5. Monitoring & tracking of premium repayment. 

6. For field based transactions, ensuring better interface between the insurers and the insured. 

7. Use complaints & feedback to bring improvements and changes. 

8. Controlling distribution and transaction costs. 

9. Cost effective, doorstep delivery mechanism. 

10. Developing rural databases 

11. Developing specialized and affordable rural insurance products. 

Effective distribution strategies are required for rural marketing. And it is only possible by the use of ICT (i.e 

Information and Communication Technology). Indian Government has realized the role of the rural 

development and the contribution of I.T. in the development of Rural Markets. A large number of projects are 

introduced in the rural area with many upcoming projects in pipeline; which are likely to be introduced by the 

Government in the short span of time. According to a study by NCAER (National Council for Applied 

Economic Research), the number of middle and high income households in rural India is expected to grow from 

80 Million to 111 Million by the end of year 2007 as compared to Urban India that is nearby 59 Million. The 

different rural distribution strategies may be – 

a) Usage of proper supply chain system of delivery vans 

b) Joint distribution by non –competing companies 

c) Distribution up to feeder towns 

d) Mandis 

e) Haats 

f) Melas 

g) Post and telegraph department infrastructure 

h) Partnership with NGO’s 

i) Alternate distribution channel 

j) Utilization of Women’s self groups 

k) Hub & spoke method of distribution 

l) Use of Internet, Intranet and Extranet 

m) Rural Malls. 

These are the important aspects of information technology that is presently being used in different forms for 

rural distribution. The important examples are 
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1. e-Choupal- Another innovator in rural distribution -- the $3.6 billion, Calcutta based tobacco-to-hotels 

conglomerate ITC -- has also been trying to build a platform that others can use especially rural people. The 

eChoupal network was initiated to facilitate more efficient and effective procurement, the connectivity -- both 

physical and informational -- between the farmer and the market that it facilitated has allowed ITC to use it for 

distribution of goods and services from the market to the farmer. It has thus evolved into a business platform. 

The eChoupal infrastructure consists of 

a) A kiosk with Internet access in the house of a trained farmer, called a Sanchalak. This kiosk is within walking 

distance of target farmers. 

b) A warehousing hub managed by the former middleman, called a Samyojak. 

This is within a tractor-drivable distance of target farmers. (The former middlemen were given a role to avoid 

resistance to the project. They joined because they could see that their traditional business was in jeopardy.) 

c) A collaborative network of companies orchestrated by ITC with a pan-India presence. 

2. e-Swasthya (Health in Card)- It has been started in 2001, in the villages of North 

bihar, community Health cum Information Centre connected with state of the art wireless communication 

equipment. Simple laminated cards for immediate diagnosis, PC terminal needed to access patient data and print 

the card. W-Fi connectivity to the Net and Voluntary doctors offering free counseling on the Net. 

3. Rural Electric Power Distribution- It has been implemented by the use of Smart Grid Technology- Smart Grid 

is a transformed electricity transmission and distribution network or ‘grid’ that uses robust two-way 

communications, advanced sensors, and distributed computers to improve the efficiency, reliability and safety of 

power delivery & use. 

Smart Grid characteristics:- 

1. Enable informed participation by consumers 

2. Accommodate all generation & storage option 

3. Enable new products, service & markets. 

4. Optimize asset utilization and operate efficiently 

5. Addresses disturbance through automated prevention, containment, and restoration 

4. Apollo Telemedicine networking foundation- it provided such kind of facilities linked with rural health. 

1. 76 telemedicine centres 

2. use of BSNL’s broadband network for connectivity 

5. Spatika Varsha- It is a kind of SMS (Short Message Services) services used for propagating ‘the rainy day 

data’ by the use of technology. It measures rainfall electronically and use GSM to send the data as an SMS to a 

central server at preprogrammed intervals. And this SMS is then forwarded to rural farmer about the prediction 

of the day. 

6. E-Mitra- This service has been launched by the RAJASTHAN Government for the first time for its rural 

citizens, so that they can deploy the I.T. enabled benefits to its fullest. E- Mitra is State Government started 

projects, which soon become highly popular in the region. In year 2002, two projects came into existence 

namely; Lok Mitra and Jan Mitra. 

Where Jan Mitra is an integrated electronic platform through which the citizens of Rajasthan can avail the 

benefit if getting the desired information regarding any Governmental Department at kiosks which is very near 
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to there doorstep. These Initiative program of Rajasthan government have not only helped the Government by 

reducing the burden of attending every call, it has reduced the waiting time for the service and has lead to 

provide comfort to the citizens also, as with the inception of this service they can easily get the information 

required at their doorstep. 

Lok Mitra is an urban electronic Governance Project which was launched in Jaipur city in year 2002, which 

helps the citizens of Jaipur (now other cities also) to pay their bills online (land, Water, Bus Tickets and BSNL) 

leading the citizen to save the waiting time. This service also ensures people that their money is going directly to 

the Government and provides a feeling of security related to their bills payment. 

7. TARAhaat- TARAhaat Information & Marketing Services Ltd. (TARAhaat) promoted by development 

alternatives group {an alliance between Hughes Escorts Communication, Hewlett Packard, Oracle, KLG Systel, 

Jaldi.com, Global Development Gateway (sponsored by World Bank and Gates Foundation), Excelsior Ventures 

Management, LLC and James Martin (one of the world's leading NGOs)}, is an organization that focuses on 

rural India for taking the benefits of technology to rural population. 

8. HLL's Project Shakti -Project Shakti is HLL's smart way of reaching 10 lakh homes directly in the villages 

where traditional distribution system cannot hope to enter through the use of Self Help Groups. The project was 

started in 2001 in 50 villages involving women belonging to micro-credit SHG in the Nalgoda District of 

Andhra Pradesh. 50 SHG were selected. These SHGs were covered by three Mutually Aided Cooperative Thrift 

Societies (MACTS). Each MACTS had 14 to 15 SHGs under them. HLL along with a social service 

organisation, Marketing & Research Team (MART), assisted the women in getting micro-credit to set-up an 

enterprise to distribute HLLs range of products. HLL selected a woman from an SHG as Shakti entrepreneur to 

start an enterprise with an initial loan from her SHG. After three month training, each woman began serving 6 to 

10 villages having population of 1000 to 2000. HLL delivered stocks at her door-step. From there on, she had to 

supply to village retailer as well as sell directly to consumers. She would pocket different profit margin for each 

different sale. 

9. Choupal Sagar- The country's first rural mall known as Choupal Sagar was established in the year 2004 in 

Madhya Pradesh at Rafiqganj about 4 km from Sehore town. It is located on an eight-acre plot with a shopping 

area of 7000 sq. ft. The shopping area is only a part of vast Choupal Sagar. At the back of the mall is a godown 

where 10,000 tonne of grain can be stored. It will also have entertainment area with video games and swings. A 

diesel pump, cafeteria, sale point of fertilizers and other farm inputs and a soil testing lab, all will be a part of 

the mall. Choupal Sagar stocks a wide range of products, viz toothpaste to television, luggage item to plastic 

furniture, hair oils to footwear, motorcycles to groceries, mixer grinder to water pump, televisions to 

microwave, and many more. 

10. Drishtee.com- Drishtee’s innovation is manifested in charting an alternate distribution network for products 

and services in rural India. Drishtee has been able to succeeds fully initiate and run several services in various 

parts of rural India, for which the villagers mostly to travel to the nearest town or city. The main scope of 

drishtee’s initiatives are 

a) education 

b) employment generation 

c) Initiation in women empowerment 
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d) Providing health services 

e) In promoting the rural artisans 

f) Micro finance and banking. 

11. RUDI- This is a kind of rural distribution network used in Ahmedabad by SEWA (Self-employed women’s 

association). Major activities involved in RUDI bazaar are as follows 

a) Procurement 

b) Processing and Packaging 

c) Quality inspection 

d) Sales promotion 

e) Sales 

f) Transportation 

g) Finance, Accounting, IT and MIS 

h) Continuous production 

12. Rural Insurance – Recently rural insurance has been launched by IFFCO- Tokio General insurance Co. Ltd. 

They are using ICT for maximum reach of rural people as it provide convenience, product features, product 

placement, safety of funds, advice and net price. The different schemes launched by the above companies are 

a) Sankat Harn Bima Yojna 

b) Mahila Suraksha Bima Yojna 

c) Genhu Mausam Bima Yojna 

d) Barish Bima Yojna 

13. NCMSL – This technology has been used first time in Rajasthan for weather insurance. Weather insurance is 

an indemnity for losses that may arise due to abnormal weather conditions. Abnormal weather conditions can be 

– excess or deficit rainfall or variations in temperature, wind speed and relative humidity. So, NCMSL is trying 

to provide these kinds of information for rural people for effective crop production. Besides NCMSL, NDVI i.e 

normalized difference vegetation index is used for the prediction of crop conditions using different indices. Now 

we are using ICT enabled remote sensing reflecting the underground water volume changes in natural reservoirs 

etc. 

 

IX. CONCLUSION 

So, ICT provide real value to the rural community- not in the technologies, but in the socio-economic 

improvement. It built a long-term sustainability emerges from community engagement and critical mass. The 

changing paradigm of digital divide is from knowledge sharing to social change and economic development of 

rural people. 

IT (Information Technology) and Communication Technology is just an enabler. ICT can connect and empower 

communities 

a) Provided there is a clear understanding of the real community needs. 

b) Financial sustainability can be achieved via community acceptance 

c) Demand aggregation can reduce costs. 

d) Assessment of post implementation requirements, including training and maintenance. 
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e) Community involvement in all stages of project design, implementation and management. 
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