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W
hen insights and consulting company 
Kantar, together with GroupM’s rural 
and experiential marketing unit Dia-

logue Factory, launched its Rural Barometer 
Report last month, it probably did not foresee the 
kind of March quarter earnings the fast-moving 
consumer goods (FMCG) companies would 
report. Companies across the board reported flat 
volume growth and a demand slowdown espe-
cially in rural markets, pressure on margins 
because of high input costs and consumers down-
trading and eschewing discretionary products. 

Though the Rural Barometer report, which 
studied post pandemic purchase patterns in rural 
India, said that lower social classes (NCCS CDE) 
and rural youth (18-24 year olds) are concerned 
about job security, it expected recovery in rural 
India. It said during the lockdown and first half of 
2021, consumers prioritized health and hygiene 
categories so indulgence and vanity categories 
remained subdued. However, these bounced 
back as rural consumers expanded their baskets 
to add personal care and snacking products, a 
senior executive at Insights Division of Kantar 
said. However, the executive added that “infla-
tion could be a dampener.” 

On ground, that’s how the FMCG story has 
unfolded with unprecedented inflation leading 
to price increases and depressing demand. 
Though commodity prices, especially for edible 
oils, have been high since September 2021, the 
Ukraine crisis and then Indonesia banning the 
export of palm oil, has fuelled inflation.

Most FMCG companies admitted that discre-
tionary products went out of the shopping carts. 
On Monday, Marico’s managing director and 
chief executive officer Saugata Gupta told Mint 
that both food and general inflation have 
impacted disposable incomes and the ability to 
spend on FMCG products, especially in rural 
India. So rural consumers either downgrade or 
“titrate” depending on the product category, he 
said. Even Hindustan Unilever Ld flagged the 
severe impact on discretionary consumption.

That rural markets are crimping on spends was 
amplified when consumer firms said that catego-
ries such as hair oil and oral care have registered a 
decline in volumes. While some hair oil brands saw 

REVIVING RURAL CONSUMPTION 

LIKELY TO BE A LONG HAUL

marginal growth, the overall category saw a vol-
ume decline of 7%. Though Dabur India’s oral care 
portfolio grew in the March quarter, the tooth-
paste market recorded a 5% decline. Analysts said 
toothpaste volumes may have plunged as consum-
ers may have downgraded to smaller SKUs.

Clearly, all FMCG companies, big or small, 
have been hit by the dramatic rise in input costs 
during the quarter. Rajat Wahi, partner, Deloitte 
India, said, “We’re clearly seeing a K shaped 
recovery at present with urban markets seeing 
strong growth and rural and rurban markets see-
ing a de-growth or slowdown.”

Rural, which saw a major spike in consump-
tion last year, was facing challenges even pre-
covid, with 2019-20 being a very difficult year for 
multiple reasons, he pointed out. “So the spike in 
20-21 may have been caused by a lot of govern-
ment benefits being given to the rural population 
during the covid pandemic, the state elections 
which see a major spike in spending by parties, 
and reverse migration. With many of these not 
happening in 2022-23, we may be seeing a slow-
down again, majorly impacted further by infla-
tion, which is causing the downtrading,” he said.

But weak demand hasn’t discouraged FMCG 
companies from driving aggressive expansion in 

India’s hinterland. 
Dabur said it will con-
tinue to plough invest-
ments behind its 
power brands (Dabur 
C h y a w a n p r a s h , 
Honey, and Pudin 
Hara), as well as put 
money to grow its 
rural footprint. The 

company added 30,000 villages to its network in 
the past one year. Marico, too, said it will drive rural 
distribution aggressively. Industry figures suggest 
that 8 lakh FMCG stores were added during the 
pandemic and 50% of these were in rural markets.

While rural India has been a growth driver for 
most packaged consumer goods companies, 
which draw 30-47% sales from these markets, 
rural demand may remain tepid in the medium 
term.

Yet FMCG firms and analysts are pinning their 
hopes on a good monsoon to drive consumption. 
Wahi said that with all government programmes 
aimed at higher spends in rural India such as 
building infrastructure, roads, railways, digital 
connectivity, coupled with a normal monsoon 
and strong food consumption, including food 
price inflation, which should put more money in 
the hands of consumers, the rurban and rural 
consumption should start to see an uptick. “This, 
provided fuel and other inflationary trends do 
not continue,” he said.

Most FMCG 
firms said that 
discretionary 
products went 
out of the 
shopping carts
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Lodha, Bain, Ivanhoe 
ink $1bn logistics deal

The funds will help develop operating assets to serve the digital economy

Abhishek Lodha, managing director and chief executive of Lodha Group, said the 

platform will develop industrial and logistics parks across multiple cities. HT
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L
odha Group on Wednesday said it 
will develop logistics and light 
industrial parks, as well as fulfilm-
ent centres in cities, along with 
global investment firms Bain Cap-

ital and Ivanhoé Cambridge.
The logistics platform will jointly invest 

$1 billion to develop about 30 million sq. ft 
of operating assets to serve India’s digital 
economy. The three partners will have a 
33% equity interest each in property own-
ership. Lodha will lead the development, 
operations and management of the assets.

“With rapid digitization of the Indian 
economy and progress of ‘Make in India’, 
combined with the China-plus-one strat-
egy of most global manufacturers, we see 
there is a huge demand for Grade-A digital 
infrastructure in our country. Following 
the government’s focus on improving 
logistics efficiency and creating jobs, the 
platform will plan development of indus-
trial and logistics parks as well as in-city 
fulfilment centres across multiple cities,” 
said Abhishek Lodha, managing director 
and chief executive, Lodha Group.

“We are delighted to expand our part-
nership with two marquee global inves-
tors, lvanhoé Cambridge and Bain Capital, 
who bring extensive experi-
ence in this asset class and 
dedicated resources to sup-
port growth of the platform,” 
Lodha said.

The first project is a 110-
acre logistics and industrial 
park at Palava, a Mumbai sub-
urb. The platform has started 
looking at acquiring land and developed, 
or has under-development projects across 
India.

“We see a sustained, thematic opportu-
nity to support India’s journey to a digital-
first economy with high-quality infra-
structure, which we believe can have a 
very positive impact on communities, 

consumers and businesses throughout 
the country,” said Ali Haroon, a managing 
director at Bain Capital.

Real estate is a core focus of Bain Capital 
Asia’s special situations business, and this 
transaction follows the firm’s approach to 
building value-added partnerships with 
skilled local developers.

“This partnership opens up new per-

spectives for expansion of our logistics 
portfolio in India, a high-conviction thesis 
well-supported by strong sector funda-
mentals as India enters a digital super 
cycle,” said Chanakya Chakravarti, vice-
president and managing director, India, 
lvanhoé Cambridge, a subsidiary of global 
investment group Caisse de dépot et 

placement du Québec (CDPQ).
The warehousing and logistics sector 

has seen a significant uptick in the last two 
years, with the digital economy thriving, 
driven by e-commerce to some extent. 
Not just big-box warehouses but compa-
nies also are increasingly looking at 
smaller, in-city logistics hubs for faster 
delivery.

“We believe the logistics 
ecosystem continues to offer 
opportunities driven by posi-
tive trends in urbanization, 
domestic consumption, new 
impetus to the light manufac-
turing sector, modernizing 
multi-modal infrastructure 
and rapidly evolving e-com-

merce sector, which remains under-pene-
trated, compared with other major econo-
mies globally. We look forward to expand-
ing our logistics footprint by leveraging 
Lodha’s proprietary in-city sites, access to 
land pads in key warehousing nodes and 
execution capabilities,” Chakravarti 
added.

MAKING SPACE
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P
ower generation in India 
stood at about 1,234.29 
billion units in the 1 

April-31 January period, up 
8.5% from a year earlier, data 
from the power ministry’s 
annual report showed. This is 
nearly double the 624.2 billion 
units generation clocked in 
2005-06.

Coal-based power genera-
tion during the period was 
850.84 billion units, up 11.2% 
over a year. Generation from 
renewable sources other than 
hydropower touched 141.28 
billion units, 14.5% higher than 
123.42 billion units a year ear-
lier.

The report further said that 
while India is committed to 
energy transition, in the 
medium term, thermal gener-
ation would play a major sup-
portive role in achieving the 
goal in the most reliable and 
economic way.

“The goal towards energy 
transition needs to be 
achieved by following a just 
transition path with thermal 
power generation contribu-
tion in achieving affordable 
energy access for the gen-
eral public along with secure 
and reliable operation of 
integrated national grid,” it 
said.

The report said that the pol-
icy to keep a diversified portfo-
lio of generating resources 
rather than depending on sin-
gle technology or source 
helped the country in meeting 
demand.

As of 31 January, the contri-
bution of thermal generation 
was 74%. Out of the total gen-
eration of 1,234.3 billion units, 
thermal power contributed 
913.19 billion units.

Electricity 
output rose 
to 1,234 bn 
units till Jan
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