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ABSTRACT

As the global economy continues to grow, companies are seeking new markets to expand
their business. Rural markets have emerged as the next big target due to their vast and untapped
potential. This review paper examines the factors contributing to the growth of rural markets, the
challenges and opportunities in these markets, and the strategies that companies can use to enter
these markets. The paper discusses the economic and social factors that have led to the growth
of rural markets, as well as the challenges companies face, such as lack of infrastructure and
low literacy rates. The paper also highlights the opportunities that rural markets offer, such as
access to a large consumer base and lower competition. Furthermore, the paper provides case
studies of successful companies that have entered rural markets and discusses the different
strategies that companies can use to enter these markets, such as localization, innovation, and
partnership. The paper concludes by summarizing the key points and discussing the future
potential of rural markets, emphasizing how companies can prepare for this. Overall, this review
paper provides a comprehensive analysis of the rural market and its potential as the next big
target for businesses.
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INTRODUCTION

In recent years, the rural market has emerged as a new area of interest for businesses
worldwide. The concept of rural market refers to the marketing of products and services in rural
areas, where the population is relatively low, and economic activities are typically based on
agriculture and allied sectors. The rural market offers immense potential for businesses to grow
and expand their operations, owing to its untapped and large consumer base Barah (2007).

The potential of the rural market as the next big target has become increasingly evident in
recent years. According to reports, the rural population in developing countries is expected to
increase by more than 1 billion by 2050. This means that businesses that tap into the rural market
early on will have a significant advantage over their competitors. Furthermore, rural markets
have been largely ignored by businesses in the past, providing an untapped opportunity for those
willing to take the risk Hagargi & Kumar (2011). In light of these developments, this review
paper seeks to provide a comprehensive analysis of the rural market and its potential as the next
big target for businesses. The paper will begin by discussing the factors contributing to the
emergence of rural markets, including economic and social factors. It will then examine the
challenges and opportunities in rural markets and provide an overview of the strategies that
companies can use to enter these markets. The paper will also provide case studies of successful
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companies that have entered rural markets and conclude by summarizing the key points and
discussing the future potential of rural markets.

Factors Contributing to the Emergence of Rural Markets

The emergence of rural markets as the next big target for businesses is a result of several
economic and social factors. In India, for example, the growth of rural markets has been
facilitated by the following factors:

= Rising rural incomes: The increase in rural incomes due to government initiatives and
the growth of the agricultural sector has led to a rise in consumer spending in rural areas.
According to a report by the National Sample Survey Office, the average rural household
income in India increased by 9.2% between 2012-13 and 2017-18.

= Infrastructure development: The government's focus on infrastructure development in
rural areas has facilitated better connectivity, leading to increased access to products and
services. For instance, the Pradhan Mantri Gram Sadak Yojana has provided rural areas
with better road connectivity, making it easier for businesses to reach out to consumers.

= Increased literacy rates: The improvement in literacy rates in rural areas has led to an
increase in awareness among consumers, leading to greater demand for quality products
and services. According to the Census of India, the literacy rate in rural India increased
from 69.3% in 2001 to 77.7% in 2011.

= Growing penetration of technology: The growth of digital infrastructure and increasing
penetration of smartphones has led to greater access to information and easier
communication in rural areas. This has facilitated the growth of e-commerce and other
digital businesses in rural areas.

Statistical data supports the growth of rural markets in India. For example, according to a
report by the National Council of Applied Economic Research (NCAER), the rural consumer
market in India is expected to grow from $1.4 trillion in 2016 to $3.6 trillion by 2025, at a
compound annual growth rate of 13.5%. Furthermore, rural India accounted for 46% of the total
fast-moving consumer goods (FMCG) sales in the country in 2019, according to Nielsen's Rural
Thought Leadership Report. These statistics illustrate the immense potential of the rural market
in India and the importance of businesses tapping into this market Kalotra (2013).

Challenges and Opportunities in Rural Markets in India

Entering rural markets in India presents unigque challenges for companies. Some of the major
challenges include:

= Lack of infrastructure: Rural areas often lack basic infrastructure such as good roads,
electricity, and internet connectivity, making it difficult for companies to reach out to
consumers and transport goods.

= Low literacy rates: Illiteracy is a significant issue in rural areas, making it challenging
for companies to market their products effectively and communicate with consumers.

= Limited purchasing power: Rural consumers often have limited purchasing power,
making it necessary for companies to price their products accordingly and offer
affordable products.
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= Cultural differences: Rural areas often have different cultures and traditions, which
companies need to take into account when marketing their products.

Despite these challenges, rural markets in India offer significant opportunities for
businesses. Some of the key opportunities include:

= Large consumer base: Rural areas in India account for a significant portion of the
country's population, providing access to a vast consumer base.

= Lower competition: Rural markets in India are often underserved, providing businesses
with an opportunity to establish themselves as market leaders.

= Growing purchasing power: As the economy grows and incomes rise, rural consumers
are expected to have greater purchasing power, presenting an opportunity for businesses
to tap into this potential.

= Niche markets: Rural areas often have unique consumer needs, providing an opportunity
for businesses to create niche products and services.

Overall, while entering rural markets in India may present challenges for companies, the
potential opportunities make it a lucrative market to tap into. By understanding the challenges
and opportunities presented by rural markets, companies can develop strategies to effectively
enter and serve these markets Selvaraj & Ibrahim (2012).

Strategies for Entering Rural Markets in India

Entering rural markets in India requires a unique approach, and companies need to adopt
strategies that take into account the unique characteristics of rural markets. Some of the key
strategies that companies can use to enter rural markets in India are:

= Localization: Companies need to adapt their products and services to meet the needs and
preferences of rural consumers. This may involve offering products in regional languages
or tailoring product features to local needs.

= Innovation: Companies can develop innovative products and services that cater to the
needs of rural consumers. For example, companies can develop low-cost and high-quality
products that are specifically designed for rural markets.

= Partnership: Companies can partner with local organizations and entrepreneurs to gain
insights into the local market and leverage existing distribution channels. This can help
companies overcome the challenges of reaching rural consumers.

= Digitalization: Companies can leverage digital technologies to reach rural consumers.
This may involve using mobile apps to connect with consumers or offering online
marketplaces that enable rural consumers to purchase products and services online.

Successful Case Studies of Companies that have Entered Rural Markets in India

= Amul: Amul is a leading dairy cooperative in India that has successfully tapped into rural
markets. The company has built a vast distribution network that connects with farmers
and rural consumers, providing them with high-quality dairy products at affordable
prices. Amul has also used innovative marketing campaigns to create awareness about its
products and build brand loyalty among rural consumers.

= Godrej Agrovet: Godrej Agrovet is a diversified agribusiness company that has
successfully entered rural markets in India. The company has partnered with local
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farmers and entrepreneurs to establish a distribution network that connects with rural
consumers. Godrej Agrovet has also developed innovative products such as animal feed
and crop protection solutions that cater to the needs of rural farmers.

= |TC e-Choupal: ITC e-Choupal is an initiative that leverages digital technologies to
connect with rural farmers and enable them to purchase and sell agricultural products
online. The initiative has helped to overcome the challenges of reaching rural consumers
and has provided farmers with greater access to information and market opportunities.

These successful case studies illustrate the importance of adopting innovative and localized
strategies to enter rural markets in India. Companies that are able to develop effective strategies
for serving rural consumers can tap into the immense potential of this market and establish
themselves as market leaders Kumar (2013).

CONCLUSION

In conclusion, this review paper has discussed the emerging trend of rural markets in
India, which presents a significant opportunity for businesses to tap into a large and growing
consumer base. We have explored the economic and social factors that have led to the growth of
rural markets, as well as the challenges and opportunities presented by these markets. Companies
can adopt localized, innovative, partnership, and digital strategies to effectively enter and serve
rural markets in India. The future potential of rural markets in India is immense, with the rural
population expected to account for a significant portion of the country's consumer spending in
the coming years. Companies that is able to develop effective strategies to serve rural consumers
can establish themselves as market leaders and drive growth in this segment. To prepare for the
future potential of rural markets in India, companies need to invest in understanding the unique
characteristics of these markets and develop products and services that cater to the needs and
preferences of rural consumers. Companies should also focus on building a distribution network
that reaches rural areas and leverages partnerships with local organizations and entrepreneurs.
Finally, companies can use digital technologies to connect with rural consumers and overcome
the challenges of reaching these markets. Overall, the emergence of rural markets in India
presents a significant opportunity for businesses to tap into a large and growing consumer base.
By understanding the challenges and opportunities presented by these markets and adopting
effective strategies, companies can successfully enter and serve rural markets and drive growth
in this segment.
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