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I. Executive Summary

India stands first in the number of population in the world. The population is growing day by
day so the consumption too. The Indian Fast-Moving Consumer Goods (FMCG) industry has
shown strong growth between 2020 and 2025, establishing itself as a pillar of the country's
economy. Worth US$110 billion in 2020, the industry is expected to reach double size of
US$220 billion by 2025, at an impressive compound annual growth rate (CAGR) of 14.9%
during this period. The growth has been increasingly contributed by volume growth, notably
from a sharp revival in rural consumption, which in every quarter in recent times has easily
outpaced that for urban areas.The digital transformation, including the widespread use of e-
commerce, the rise of quick commerce (Q-commerce), and the incorporation of Artificial
Intelligence (Al) and Machine Learning (ML) within marketing and supply chains, has
transformed market access and consumer interaction.2 Additionally, conducive government
policy measures such as the implementation of the Goods and Services Tax (GST) and
Production Linked Incentive (PLI) programs have created a supportive environment for local
manufacturing and investments.

In the future, the Indian FMCG industry is set to continue its growth, fueled by intensified rural
demand, enhanced digital penetration, and a growing consumer affinity for differentiated,
value-added offerings. Strategic accommodation, in the form of creating hybrid distribution
channels and applying technology for productivity and tailormade consumer experiences, will
be key to sustained success after 2025.
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1. Introduction: Overview of India's FMCG Sector

The Fast-Moving Consumer Goods (FMCG) sector in India encompasses a vast
array of products that are sold quickly and at relatively low cost, forming an integral
part of daily life for millions. These goods typically include toiletries such as
toothpaste, soap, and shampoo; cosmetics like creams and makeup; packaged foods
including biscuits, noodles, and chips; beverages such as soft drinks, juices, tea, and
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coffee; household cleaning products like detergents and floor cleaners; and various
over-the-counter (OTC) medicines. The rapid turnover and frequent purchase cycles
of these products define the sector's dynamic nature.

Indian FMCG sector is undergoing fast expansion and prospects for growth. FMCG
product touches all corners of human life. These products are extensively consumed
by society. This industry has witnessed a remarkable growth in recent few years. It
Is driven by rising incomes of people of middle-income group. This industry is a
significant contributor in Indian economy. FMCG sector is reported to be
competitive industry because of its powerful branding and product promotion. Since
last decade, the income in FMCG sector in India has been increasing at the higher
rate and increased at the rate of 21.4%. The producers keep on making efforts to
improve and make their products better to maintain the enormous competition. They
look for ways to remain in sync with the market trends and consumer preferences.
For reaching their desired objectives and becoming profitable, FMCG producers
always work towards newsales platforms and outlets for their products. Over 65%
of India's total population resides in villages and those individuals utilize
approximately 50% of their entire expenditure in purchasing the products utilized
every day like in the FMCG products. It is estimated that in India, individuals
purchasing consumer goods over the internet are to be 850 million by 2025. This
paper emphasizes on an overview of the FMCG industry and future prospects.

Economically, the FMCG industry occupies a strong position in the Indian economy.
It is the fourth-largest industry in the Indian economy, contributing around 3% to the
country's Gross Domestic Product (GDP). In addition to its direct economic
contribution, the industry is a significant employer, supporting livelihoods of nearly
3 million people in the country.1 This large employment base reflects its central
contribution to India’'s overall economic development and employment generation
programs. The ubiquity of FMCG goods, in that they are everyday essentials, gives
the industry an underlying strength. By contrast with durables or luxury goods,
demand for core FMCG goods continues relatively steadfastly even in periods of
economic turbulence, providing some insulation from sharp market unpredictability.
This stability inherent in the business presents the industry as a desirable long-term
investment prospect and provides a solid indicator of macro consumer well-being in
the economy.

2. Brief Historical Context up to 2020

India's FMCG sector has witnessed a decade of high growth in the last ten years, a
trend largely driven by increasing income levels and changing lifestyles of
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consumers in the country. This growth positioned the sector strongly as it entered
the dawn of the decade. As of 2020, the aggregate market size of India's FMCG
industry had reached an estimated value of US$110 billion. This value served as the
benchmark for the following five-year period under review, which saw the
significant scale and entrenched presence of the industry before the critical global
and domestic changes of 2020-2025.

3.Market Size and Growth Trends (2020-2025)

The Indian FMCG industry has recorded a strong growth path between 2020 and
2025, showing strong growth in market valuation as well as steady annual growth
rates.Total Market Capitalization and Compound Annual Growth Rate (CAGR). The
economic development of the market throughout this timeframe is welldefined by
major statistical benchmarks. Having started from a valuation of US$110 billion in
2020, the Indian FMCG market grew to US$167 billion by 2023, exercising a
compound annual growth rate (CAGR) of 14.93% from its base year of 2020. A
further upward trend is projected to continue, the market expected to reach US$192
billion by the end of 2024. Most widely quoted and consistent with this period's end
expectation is that the FMCG market will have effectively doubled its 2020 valuation
to reach US$220 billion by 2025. Backed by a robust projected CAGR of 14.9%
between 2020 and 2025. Although various reports provide a slightly different figure
for 2025, e.g., US$211 billion 15 or US$240 billion (Ria Duneja (2025), the US$220
billion figure is the most commonly validated across varied sources for this particular
time frame.

Table 1: Indian FMCG Market Size and Growth Projections (2020-2025)

Year Market Size (USD Annual Growth Rate | CAGR (2020-
Billion) (%) 2025) (%)

2020 110 - -

2021 127.6 (approx.) 16.0 -

2022 145.0 (approx.) 13.6 -

2023 167 15.2 14.93

2024 192 (projected) 14.9 -

2025 220 (projected) 14.6 14.9

Note: Annual growth rates are calculated based on the provided market sizes. The
2021 and 2022 market sizes are interpolated or derived from growth percentages
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where direct figures were not explicitly stated for the full year, but consistent with
overall trends.

The previous studies on the India's FMCG sector growth trajectory. There is a far
difference between India's FMCG sector before and after economic liberalization.
Identifies sluggish growth prior to the 1990s, followed by breakneck growth as FDI
guidelines were eased, consumer spending capacity increased, and foreign brands
entered in the Indian market. There is continuous growth in the sector for decades.
But the Covid-19 has changed the scenario and Post-COVID Growth Surge Records
the industry's COVID-era resilience: a 16% growth in 2021—the highest in nine
years—and rural growth of 14.6% outpacing urban. FMCG added ~20% to GDP,
underpinned by higher prices and volume (Patil (2016); Raj

&Selvaraj (2007). Based on 2022 data: Indian FMCG market size valued at

US $615.87 Bn; urban—rural distribution of 65:35. Q4 2023: 6% value expansion,
6.4% growth in volume, decreasing urban—rural gap (NielsenlQ Reports (2023- 25).
Highlights rural FMCG volume growth at 7.6% compared to urban 5.7% in early
2024; inflation was kept in check (~4.8%), aiding consumer resilience (RBI Bulletin
(May 2024). Exports strong rural rebound and government spending fueling further
expansion. There is a growth from US $167 Bn (2023) to US $220 Bn by 2025
(CAGR ~14.9%), propelled by rural turnaround, digital adoption, premiumization,
and sustainability, while warning against urban slowdown and raw material inflation.
The future is promising that there is a projection of market size at US $230.14 B in
2023 with a planned CAGR of ~4.5% from 2024-2030 to US $1.29 Tn. Points to
rural penetration, premiumization, and e-commerce as drivers. The digitalization
has geared up the growth of the FMCG sector of India. FMCG companies' speedup
in digitization—marketing, ecommerce, analytics—as crucial to differentiation, as a
response to changing consumers' preferences (IJNRD (2022). 4. Annual Growth
Performance (2020-2025)

The review period saw vibrant changes in growth trends. During 2020-2021, the
Indian FMCG industry proved to be highly resilient, registering a 16% growth in
calendar year 2021. This was nine years' high in consumption-based growth, despite
widespread lockdowns and disruptions in global supply chains. The growth was
largely driven by value growth due to increased product prices. (Amit
Angadi&AlokGaddi (2020).

Through 2022, the industry remained on the path of recovery. The year 2022 in the
first half of the year experienced an overall value growth of 8%. A closer scrutiny of
the second quarter of 2022 (Q2 2022) provided a differential picture for volume
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revival: urban markets posted a positive volume growth of 0.6%, while rural
markets, although in a recovering phase, posted a volume contraction of -2.4%.
Surprisingly, smaller manufacturers, with turnover less than Rs. 100 crore, posted a
positive volume growth of 1.8% in Q2 2022, led by the food segment. This suggests
a resilience among smaller players to changing market conditions.

By mid-2023, the industry had fully recovered from the dip caused by the pandemic,
with a high value growth of 12.2%. The sharp rebound of the industry reflects the
industry's resilience to quickly recover from external disruptions. The third quarter
of 2023 (Q3 2023) further strengthened this upward trend, as volume growth shot up
to a high 8.6% across the country, accompanied by a high 9% value growth. Remote
markets, in especial, registered sequential volume growth of 6.4%, indicating a
robust revival in these pivotal areas.

The fourth quarter of 2023 (Q4 2023) continued to remain in the upward trend, with
value growth at 6%, mainly driven by a rise of 6.4% in volume. In this quarter, the
urban-rural consumption gap started closing, as rural regions recorded 5.8% growth,
almost reaching the growth figure of 6.8% in the urban sector. One trend that stood
out in this quarter was the outperformance of the Non-Food categories, which
recorded an 8.7% rise, as opposed to the Food sector registering 3.8% growth.

Consistent Gr

As the

industry made its way into early 2025, the optimistic trend was maintained. The
March quarter (Q1 FY25) saw an 11% growth in value for the consumer goods
industry, led primarily by strong rural demand.3 Rural growth in consumption, at
8.4% in volume, continued to outstrip urban demand growth, which was at 2.6%.
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The trend seen between 2020 and 2025 indicates a considerable change in the
market's growth pattern. The early post-pandemic growth was marked by a robust
recovery, driven in part by pent-up demand and some catch-up pricing. But the later
and secular rise in volume growth, especially from Q3 2023 on, even as inflation
pressures started to decline, is indicative of a healthier and more enduring recovery.
This volume growth is a stronger measure of market health, as it represents real
increases in consumer spending and confidence rather than simply the inflationary
impact on the value of the product. This underlying strength implies a real rise in
consumption by the population as a whole.

One of the key changes throughout this period has been the changing role of rural
consumption. Whereas urban markets have traditionally been the major revenue
contributors for the FMCG industry, the figures continuously show rural markets
either "outpacing urban consumption” or "posting the fastest year-over-year
growth™. For example, rural volume expansion continuously outpaced urban
expansion in recent quarters. This is a fundamental shift in market dynamics. This
signals that increasing rural incomes, combined with better infrastructure and
targeted distribution policies, are releasing significant untapped potential across
these areas. For FMCG businesses, this requires a strategic imperative to increase
their penetration and adapt product offerings explicitly for the rural market, because
this space is progressively becoming the main driver of overall volume growth and
market growth.

Table 2: Quarterly FMCG Value and Volume Growth Rates (2022-Q1 FY25)

Quiarter/Period Overall Overall Urban Rural
Value Volume Volume Volume
Growth(%) | Growth (%) Growth (%) | Growth (%)

H1 2022 8.0 - - -

Q2 2022 - -0.7 0.6 -2.4

Q32023 9.0 8.6 - 6.4

Q4 2023 6.0 6.4 6.8 5.8

Q1lFY25 110 - 2.6 8.4
(March Quarter)

Note: Data points are sourced from various reports and may not always provide a
direct comparison across all metrics for every quarter. "Overall Volume Growth"
for Q1 FY25 is not explicitly stated but implied by the rural/urban breakdown.
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5.Key Product Categories and their Contributions

The Indian FMCG sector is segmented into distinct product categories, each
contributing uniquely to the industry's overall sales and growth.

5.1Major Segments and Contribution to Sales

The FMCG sector is broadly classified into three primary categories: Household and
Personal Care, Food & Beverages, and Healthcare/Over-the-Counter (OTC)
Products.? Based on market data from 2023, the Household and Personal Care
segment holds the largest share, accounting for 50% of total FMCG sales in India
(Arnab Dutta (2024).This category includes items such as soaps, shampoos,
detergents, and cosmetics, reflecting their essential and frequent consumption
patterns. The Food & Beverages segment is the second largest, contributing a
significant 31% to the total FMCG sales (Arnab Dutta (2024). This encompasses a
wide range of products from packaged snacks and ready-to-eat meals to various
beverages. The remaining 19% of sales is attributed to Healthcare-related items,
including over-the-counter drugs, vitamins, and other wellness products (Arnab
Dutta (2024).

Product Category Percentage Share of Total Sales (%)
Household & Personal Care 50
Food & Beverages 31
Healthcare 19

Table 3: FMCG Sectoral Contribution by Product Category (2023)
5.2 Trends in Categories
Each category of the FMCG industry has shown certain trends and drivers of growth:

Food & Beverages: The sector is seeing a rise in demand for packaged snacks,
convenience foods, and ready-to-eat meals, which mirrors changing consumer
lifestyles and rising urbanization. One of the trends seen is increased consumer
interest in health-oriented products, such as fortified and organic food, due to
growing awareness of wellness.10 This will lead the packaged food industry to
double in size to an estimated US$70 billion in the future.

Household & Personal Care: This segment has a two-way trend. On one hand,

there remains a steady search for affordable alternatives. On the other hand, there is
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a strong trend towards premiumization, especially in skin care and household care.
Increasingly, consumers are paying a premium for products seen as having superior
quality, specialized virtues, or ethical appeal, e.g., eco-friendly, petfriendly, and
antibacterial products. Premium skincare, for example, is growing strong at a 12%
CAGR.

Health Care/OTC: This category is experiencing an increasing faith in age-old
systems such as Ayurveda and natural health products, showing a shift toward
holistic well-being solutions. Additionally, the growth of digital health and do-
ityourself diagnosis patterns has fueled higher consumption of nutraceuticals, with
71% of Indian households claiming usage within the previous year.

The co-existence of demand for both mass and premium products in these segments
Is an indicator of a mature and differentiated consumer base in India. This shows that
while a large chunk of the market is still price-sensitive, there is a developing
segment of affluent and middle-class consumers who are increasingly placing greater
value on perceived quality, health considerations, convenience, and ethical fit when
making their purchasing decisions. This requires FMCG companies to adopt a
multipronged approach: competitive pricing and widespread availability for the mass
market, alongside investing in innovation and marketing for premium value-added
offerings. This premiumization strategy is a strong growth driver, adding a
disproportionate 42% to the industry's overall growth while premium products now
account for just 27% of the total industry. This force speaks to the value of a balanced
product portfolio that addresses the entire range of consumer preferences.

6. FMCG Sector Stocks in India

For perspective, the FMCG industry is India's 4th largest, contributing ~3% to GDP
and employing close to 3 million individuals in the sector. CRISIL expects the Indian
FMCG industry to grow 7-9% by revenue in FY 2025, with total revenue for the
year at around $132 billion. This growth will be fueled by increasing disposable
incomes, rural reach, and growth in e-commerce. As the growth is promising the
investment in the FMCG is also promising.

The key financial insights include increased Price-to-Earnings Ratio(P/E): FMCG
stocks are often traded with high P/E ratios, and there is a good reason why. They
possess robust brand loyalty, consistent demand (even during bad times), and good
pricing power. Investors adore them because they provide consistent earnings
growth and a defensive bet in bad times.
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Consistent Sales Increase Over the Years: Despite being a mature industry, FMCG
continues to grow at a healthy rate. Why? Urbanization, increasing e-commerce
penetration, and greater rural market penetration. And, of course, the transformation
towards healthier foods, premium personal care, and hygiene goods has contributed
significantly to the industry's growth.

Why FMCG Stocks' P/B Ratios are Higher: These businesses aren't merely selling
commodity products—they're creating brands, spending money on research and
development, and moving into upper-tier product segments. Therefore, their Price-
to-Book (P/B) ratios are higher. In essence, they're not simply valued for their assets
but also for the strength of their brands and potential growth.

S.No. | Name NIFTY Ind |P/E | P/B | Earnings | Sales
FMCG PE Yield % | 10Yrs
Weightage % Growth %
1 ITC 23.7% 272 | 26.0 |69 |5.3% 7.2%
. ) 10. | 2.9% 7.8%
2 Hind. Unilever | 23.4% 51.4 | 494 1
. 53. | 2.0% 10.4%
3 Nestle India 9.7% 524 | 67.4 0
Varun 2.4% 23.1%
4 7.6% 30.0 | 62.3 | 9.9
Beverages
. } 35. | 2.6% 9.3%
5 Britannia Inds. 5.2% 524 | 52.4 5
Godrej 2.9% 6.4%
6 4.8% 325 609 | 8.6
Consumer
) .. 12. | 2.2% 0.8%
7 United Spirits 4.5% 29.9 | 67.1 9
Tata Consumer | 4.3% 358 | 714 |49 |2.2% 7.0%
Dabur India 4.1% 325 (502 |86 |2.7% 5.8%
) 16. | 2.7% 7.5%
10 Marico 3.6% 20.5 | 49.0 9
11 Colgate- 3.0% 51.4 | 449 |39. |3.1% 4.7%
Palmoliv 7
United 115. | 12. | 1.2% 6.7%
12 . 2.3% 29.9
Breweries 1 0
) 46. | 2.4% 7.5%
13 P & G Hygiene | 2.0% 51.4 | 60.7 0
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. . 11. | 1.6% 11.5%
14 RadicoKhaitan | 1.3% 29.9 | 94.2 7
15 BalrampurChini | 0.4% 10.9 | 23.2 | 2.7 |6.2% 7.7%

Source: Screener and Dhan - as on 13th March 2025

7. Driving Forces Behind FMCG Growth

The Indian FMCG market's strong growth between 2020 and 2025 has been driven
by a synthesis of linked macroeconomic, technological, and behavioral drivers.

7.1 Demographic Transformation and Increasing Incomes

One of the main drivers of FMCG growth is rising disposable incomes in India,
especially evident in rural economies. This enhanced purchasing power is directly
translating into a greater willingness to spend on both essential and discretionary
FMCG products, driving a trend towards premiumization within various categories.
India is projected to achieve the highest per-capita income growth globally, with an
estimated 5.4% annual increase between 2024 and 2033.18 Complementing this,
rapid urbanization and the continuous expansion of the middle class are steadily
enlarging the consumer base and expanding the overall retail market.2 These
demographic shifts create a fertile environment for sustained demand in the FMCG
sector.7.2 Digital Transformation and Penetration of Ecommerce

The mass penetration of digital technologies and e-commerce platforms has basically
transformed consumer availability of FMCG products, with a sudden spike in e-
commerce shopping. Online sales accounted for 8% of total FMCG sales in 2023,
projected to increase to 15% by 2025.24 Even long-term estimates propose that
about 11% of all FMCG sales would be done online by 2030. One such revolutionary
innovation is the advent of quick commerce (Q-commerce), with its fast goods
delivery and utilization of local kirana stores as a last-mile connectivity backbone,
filling the chasm between online convenience and instant consumer requirements.
(Ria Duneja (2025). Outside of sales channels, Artificial

Intelligence (Al) and Machine Learning (ML) are being increasingly built into
marketing and supply chain functions, with a considerable 40% of consumers
apparently applying Al in shopping. (BrijPahwa (2025).

The ubiquitousness of digital change in India is not so much about creating additional
sales channels; it is really revolutionizing the way FMCG businesses work and
engage with consumers. E-commerce and Q-commerce extend
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geography quite significantly, especially into Tier 2 and 3 cities and even rural areas,
by bypassing conventional distribution problems. Parallel to this, the use of Al and
data analytics enables hyper-personalization of marketing communications,
streamlining intricate supply chains, and more effective product launches. This
results in improved operational effectiveness and more efficient consumer
engagement. This connected digital world supports volume as well as value growth
through making the product more accessible and tailoring it to changing consumer
needs, thus opening up new market opportunity that conventional models could not
solve on their own. Government Initiatives and Policy Support.

Positive government initiatives have been pivotal in creating a conducive ecosystem
for the growth of the FMCG industry. Introduction of the Goods and Services Tax
(GST) has particularly simplified the supply chain, cutting down on logistics
complexity and enhancing industry efficiency. In addition, the Production Linked
Incentive (PLI) scheme, involving huge financial spends—including US$1.3 billion
for the food processing sector—has played an instrumental part in supporting
domestic manufacturing and innovation. This scheme offers incentives that stimulate
local production and improve export potential. Moreover, measures permitting 100%
Foreign Direct Investment (FDI) in food processing and singlebrand retail have
drawn a lot of foreign capital and expertise into the industry.

These official measures are not merely short-term economic stimuli; they are
rootlevel changes aimed at building a stable and conducive regulatory and financial
environment. By minimizing operational friction and presenting clear rewards, these
policies facilitate long-term investment and strategic building in the FMCG segment.
For instance, the PLI schemes tackle the demand for enhanced manufacturing
capacity and technological upgradation straight off, while FDI policies introduce
vital capital and world-class best practices. This government support at the forefront
leads to a rich soil for sustainable growth, going beyond organic market growth to a
more strategised development of the industry, eventually strengthening India’s role
as an international manufacturing base for

FMCG.

7.3 Rural Market Resurgence

Following a slowdown that started in 2021, rural consumption has recorded robust
and consistent recovery signs, often beating urban expansion in recent quarters.
Rural markets are a key bouquet for the FMCG industry, contributing more than a
third 3 or around 45% 2 of overall FMCG revenues and providing 52% of the
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industry's volume. The renewed strength in rural demand can be attributed to a range
of factors: softening inflationary pressures, good monsoon rains and resulting
agriculture harvests, hikes in Minimum Support Prices (MSPs) for major crops, and
growth in non-farm incomes. This persistent rural revival is a key tailwind for the
overall FMCG market.

7.4 Premiumization and Health & Wellness Trends

Indian consumers are increasingly showing a visible migration towards premium and
luxury items across several FMCG categories.7 This is a big growth driver, with
premium products contributing an disproportionate 42% of total FMCG growth.23
At the same time, consumers are becoming increasingly healthconscious, driving
demand for organic, natural, and wellness-oriented products. These include a
renewed interest in native superfoods such as millets and makhana. These changing
consumer tastes are encouraging FMCG players to innovate and diversify their
product ranges to target these new, higher-value segments.

8. Challenges and Headwinds

While its strong growth, the Indian FMCG industry has been and continues to
confront a challenging mix of challenges, from economic challenges to changing
competitive and regulatory environments.

8.1 Inflationary Pressures and Raw Material Costs

Perhaps the most immediate threat to the FMCG industry has been the sharp
increases in raw material prices, cited by 63% of respondents in the industry as a top
issue (Ria Duneja (2025). This difficulty is compounded by general inflationary
trends, supply chain disruptions globally, and rising energy prices, all of which put
significant pressure on margins (Ria Duneja (2025). Inflation's effect lies directly
with consumer buying power; higher prices of staples consume disposable income,
precipitating more prudent spending, especially among rural consumers and the
price-sensitive urban middle class. In addition, commodity prices continue to
fluctuate because of continuing global tensions, creating a wild card factor in
planning operations(Vijay Kasi&Shbhendu Roy (2025).

Inflation presents a critical dual challenge for FMCG companies. Firstly, the
escalating costs of raw materials and energy directly compress profitability, forcing
companies to either absorb these costs, implement price increases, or resort to
reducing product sizes (a phenomenon known as "shrinkflation")(Vijay
Kasi&Shbhendu Roy (2025). Secondly, for consumers, especially those in rural
areas and the urban middle class who are sensitive to price changes, inflation
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diminishes their effective spending power. This contributes to a change in
purchasing patterns, typically favoring necessary commodities over discretionary
spending. This relationship presents a challenging balancing act for businesses: they
need to work towards profitability while at the same time holding onto their price-
conscious customer base. The threat of driving away consumers through evident
price increases or subtle shrinkflation, especially considering their regular purchase
frequencies, is a serious strategic issue that needs to be managed cautiously.

8.2 Intensifying Competition and D2C Disruption

The Indian FMCG industry's competitive landscape has become far more intense
with the entry of new-age competition using digital platforms (Ria Duneja (2025).
The Direct-to-Consumer (D2C) brands and private labels have largely upturned
conventional market dynamics (Ria Duneja (2025). D2C brands, in specific, are seen
as a "true threat" to traditional participants, particularly in the high-margin premium
segment, given their nimbleness, innovative products, and direct-toconsumer
communication approaches (Vijay Kasi&Shbhendu Roy (2025). Even the
proliferation of eB2B platforms has upturned conventional distributor-retailer
relationships, causing tension and instability in conventional distribution channels
(Ria Duneja (2025).

8.3. Supply Chain and Distribution Complexities

Indian FMCG industry still struggles with inherent complexities in their distribution
networks and supply chain. Disjointed distribution networks tend to result in high
operating expenses and are further compounded by poor infrastructure. Supply chain
congestion and the ubiquity of counterfeits continue to be on-going challenges.4
Although rapid commerce (Q-commerce) has been a major source of growth, its
rapid growth has also brought pressure against traditional kirana (local) stores,
affecting their market share and, in some instances, their financial health.6 One such
systemic weakness is a lack of end-to-end supply chain visibility, with almost 69%
of manufacturers not being able to conduct product recalls beyond the distributor
level.

The speedy development of electronic platforms, though a potent growth engine,
involves a paradox of distribution. Q-commerce and eB2B platforms are inherently
disrupting the set distribution model, causing tension and turmoil in conventional
distributor and retailer relationships.6 This presents a multifaceted dilemma for
FMCG businesses: while adopting digital channels is critical to future growth and
efficiency, it threatens to exclude the vast and well-entrenched traditional Kirana
store network, which continues to represent a commanding 85-90% of FMCG sales
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(Ria Duneja (2025). The strategic need is to develop a symbiotic model wherein
kiranas can coexist with digital platforms, such as through special retailer apps,
instead of being replaced. This strategy is designed to provide a seamless transition,
utilize the capabilities of both traditional and contemporary trade, and preserve total
market penetration without promoting internal channel conflict.

8.4 Regulatory and Compliance Environment

The Indian FMCG market is also conforming to a changing regulatory and
compliance environment. Environmental, Social, and Governance (ESG)
compliance is now given more emphasis, with the Securities and Exchange Board of
India (SEBI) requiring disclosures for specific classes of companies.8 Greater
emphasis on compliance mechanisms and incorporating sustainability into business
strategies is now required because of this. The new regulations issued by the Ministry
of Corporate Affairs (MCA) would look to increase transparency and accountability
and, as a result, raise the compliance requirement for enterprises.8 In addition,
coming regulations on Artificial Intelligence (Al) and data security, with the Digital
Personal Data Protection Bill, bring with them an element of uncertainty in what
exact compliance would be needed from companies that would be utilizing these
technologies.5 A generalized effort at harmonization to match international
standards, particularly in spaces such as data protection, is also needed continuously
from industry players (Arpinder Singh(2025).

9. Conclusion and Outlook

The Indian Fast-Moving Consumer Goods (FMCG) market has shown a phase of
strong and dynamic growth between 2020 and 2025. The industry grew considerably
from a valuation of US$110 billion in 2020 to an estimated US$167 billion in 2023,
and is expected to grow to US$220 billion by 2025, recording a high compound
annual growth rate (CAGR) of 14.9% during this time.1 This growth has been more
and more defined by volume-led growth, particularly spurred by a massive
resurgence in rural consumption, which has continuously outpaced urban growth in
the last few quarters.Several key factors have underpinned this impressive trajectory.
Accelerating disposable incomes, especially in rural India, in addition to increasing
urbanization and growth of the middle class, have spurred aggregate consumer
expenditure and driven the movement towards premium product offerings. At the
same time, widespread digital adoption, including the expansion of e-commerce, the
disruptive influence of quick commerce (Q-commerce), and the growing use of
Artificial Intelligence (Al) in business processes, has transformed access to markets
and improved consumer interactions.5 In addition, enabling government policies,
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including the introduction of the GST and Production Linked Incentive (PLI)
schemes, have helped create a favorable policy and investment climate, increasing
domestic manufacturing and drawing foreign direct investment. Notwithstanding
this upbeat trend, the industry has been through some significant challenges.
Enduring inflationary pressures, especially on raw material prices, have tested profit
margins and, through the loss of consumer purchasing power, have been associated
with careful expenditure (Ria Duneja (2025). The sharpening competitive battle,
characterised by the expansion of nimble Direct-to-Consumer (D2C) brands, has
pushed incumbent players to innovate and reshape their strategies (Vijay
Kasi&Shbhendu Roy (2025). Further, disarray in supply chains, such as
fragmentation and the disruptive effect of new digital distribution models upon
established retail networks, represent enduring operational challenges. The dynamic
regulatory environment, with growing emphasis on ESG compliance, governance of
Al, and data protection, presents additional compliance challenges for companies
(ArpinderSingh(2025).

10. Overall Perspective After 2025

The future of the Indian FMCG market beyond 2025 continues to be decidedly
positive, with continued robust growth expected (Ria Duneja (2025). The market is
expected to continue to grow significantly, fueled by continued rural demand,
intensifying digitalization, and a growing consumer emphasis on premiumization
and health-oriented products (Ria Duneja (2025). Long-term forecasts are indeed
ambitious, with the overall FMCG market expected to expand to US$1288.50 billion
by 2030 at a CAGR of 27.9% from 2024.2. Technological integration, particularly
Al, will remain a key transformative force, boosting productivity, facilitating hyper-
personalized customer interaction, and optimizing supply chain effectiveness
(BrijPahwa (2025).

The profit future and sustainable competitive success of the Indian FMCG industry
are increasingly dependent on a strategic shift towards value-led growth. While
volume growth, especially from the immense rural markets, continues to be
significant for overall size of the market, the uneven contribution of premiumization
to the sector's growth (42% of growth from 27% share) shows a well-defined route
to increased margins. As incomes keep going up and consumer tastes change
towards quality, health, and tailor-made experiences, those corporations capable of
well-executing innovation, marketing, and distribution of premium products will be
well-placed to reap higher margins and push this valuedriven expansion. This
requires strategic investments in research and development of differentiated
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products, high-end marketing campaigns, and supply chain capabilities to handle
diverse product portfolios.

To add, the Indian FMCG market is not a zero-sum game between digital and
traditional channels; instead, it requires a high-end hybrid model for full market
penetration. The sheer depth and widespread reach of the conventional kirana store
chain that cannot be easily matched by e-commerce alone, particularly in rural and
semi-urban pockets, will continue to be crucial (Ria Duneja (2025). Thus,
organizations that can connect digital enablers and approaches with their
conventional distribution systems—enabling kiranas through eB2B platforms and
retailer apps, enhancing last-mile delivery, and driving data-driven localized
insights—will be best placed for all-encompassing market reach and long-term
growth. This adaptive hybrid approach is essential for managing the dynamic and
multifaceted Indian retail landscape, so that existing as well as new channels
complement each other to drive growth of the sector. The success will finally depend
on companies' success in managing these dynamics, adopting digital transformation,
and managing their engagement with new-age as well as legacy retail partners in a
strategic manner.
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