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Abstract—Marketing in agrestic areas of India has various problems in service distribution mechanism. The low population 

density as well as unattainability of servicing villages make it strenuous for individual residents which often suits uneconomical. 

Direct delivery of goods costs twice that of urban marketplaces even to the leading one percent of the villages. This study 

comprises the various characteristics and obstacles faced by the service distribution channels of FMCG products in agrestic 

regions in various emerging markets. The paper concludes that the primary reason for poor service delivery and high cost, 

inefficient channel management and optimum distribution negatively affect the cost of the product as well as service of the 

company. 
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1. Introduction  
 

India holds the largest surging markets retaining 68.84 % in 

rural areas (as per Census 2011) and the rural arenas comprise 

the maximum consumers and ushers’ substantial revenues 

into India’s GDP and initiates more than half of India’s 

annual income. But, the low population density as well as 

inaccessibility of conditioning villages make it strenuous as 

well as expensive for the sake of common human beings. 

Direct conveyance of goods costs twice that of urban markets 

even to the top one percent of the villages (Ganguly, 1985). 

This study comprises numerous characteristics as well as 

obstacles confronted by the service distribution channels of 

FMCG products in agricultural business.  Rural distribution 

and logistics have restricted intentions and the marketer 

requires to innovate at every echelon of the supply chain in 

order to construct such a distribution viable.  

 

Mohan (2012) commented that direct conveyance of goods 

even to the best-located villages would charge double the cost 

to carry out urban markets and the present study mainly 

considers the service distribution channel of rural markets in 

Indian contexts. 

 

FMCG companies such as ITC, HUL, Dabur, as well as 

Nirma have successfully stretched out towards the rural 

people. The companies should contemplate the several factors 

and follow a number of strategies to reach the rural mass 

(Gautam, and Gangal, 2011). Gautam and Gangal (2011) 

opined that there are four factors which are tremendously 

responsible for rural marketing and consumers’ preference for 

FMCG products such as Awareness, Affordability, 

Adaptability, and Availability which are called as four ‘A’s. 

This study aims to discuss the features and obstacles faced by 

the service distribution channels of FMCG products in rural 

emerging markets in India. The key reason for poor service 

delivery and high cost is inefficient channel management and 

physical distribution. To overcome the various difficulties 

and to improve the channel distribution structure for the 

masses, marketers should realize the social dynamics and 

variations of outlooks and behavior of the people of rural 

villages in India.  

 

2. Related Work  
 

The Rural market possesses a total population of around 750 

million which includes more than 100 million domestic 

families. Inadequate transportation facilities, cultural 

imbalances, low literacy rates, low per inhabitant disposable 

income, pathetic banking amenities, acute reliance on 

monsoon seasonal requirement, media shadows are some of 

vital complications that rural India has been experiencing for 

decades even after the completion of almost seventy-six years 

after independence. Therefore, if a company has to thrive in 

channel management and distribution, they have to conquer 

all these difficulties of the rural markets in order to arrive 
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these remote locations. The various problems faced by 

emerging markets of rural India are:   

 

2.1Transportation problems 

Predominant parts of rural India have been outer side of the 

railway network and nearly eighty percent of villages in India 

are not attached by proper roads for travel of medium to 

heavy vehicles. There are millions of small villages that do 

not possess metallic roads that result in any movement of 

motor vehicles and most of these roads remain weather-

beaten during monsoon. Majority of the village innards have 

very narrow kaccha pathways which are best for cycling and 

animal-drawn carts (Badi and Badi, 2009). A combination of 

various modes of transportation is more cost-effective than 

choosing any single mode of transport. Trucks are considered 

as better for medium distance and delivery vans and bullock 

carts seem to have a notable part in localized delivery. Water 

transports are also salient in some specific areas and are 

cheaper and perfect for rural roads (Vachani and Smith, 

2008).  

 

2.2 Warehousing 

There are really very few provisions for public and private 

warehousing in rural areas. Companies find it difficult to 

reserve their goods in various parts of rural India. It is 

indispensable for the companies to ensure that they have a 

good relationship with local retailers which ensures the 

advantage of getting an appropriate amount of shelf space. 

Sometimes stocks are stored and preserved in nearest towns 

on account of the scarcity of adequate scientific storage 

facilities (Chandrasekhar and Krishna, 2016).  

 

2.3 Distribution 

To continue an effective distribution channel in developing 

emerging markets of rural India should be alienated in 

different levels like shopkeeper or Kirana stores for interior 

village level, dealers or wholesalers for Taluka or Mandal 

level, stockists or distributors for the district level, and 

company store depository or shipment distribution for the 

state level.  But the presence of too many tiers in the 

distribution system obviously raises the price. Thus, 

fragmented companies would not like to invest as returns on 

investment (ROI) are very low. The Department of Posts of 

the Government and major private sectors like ITC struggle 

to develop the worth of investing in the rural market segment 

by introducing bidirectional and shared distribution (Vachani 

and Smith, 2008). Bidirectional distribution consists of the 

two-way transfer of various services and products by using 

the same logistics which reduces the cost of distribution. Two 

or more different companies might assist consumer support 

teams or procurement groups to work with a number of 

vendors in composite supply chains and increase productivity 

(Vachani, and Smith, 2008). This is termed a shared 

distribution channel that builds good relationships between 

the companies. Through this distribution, an extensive variety 

and enormous volume of services and goods of different 

companies are disseminated in rural small markets or 

haats/melas avoiding its huge fixed cost. Some company 

representatives like ITC, sell FMCG products to the rural 

masses or retailers and they purchase raw materials or crops 

from farmers at the time of return (Vachani and Smith, 2008). 

Some companies can piggyback ride with established players 

by means of collaboration.  

 

Some companies like ITC, Hindustan Unilever, etc. have a 

fleet of company delivery vans or audio-visual and publicity 

vans to initiate rural distribution in emerging markets in 

India. These delivery vans encourage advertising and 

promotion of the companies and distribute products to the 

retail or Kirana stores in the interiors of the rural markets. 

Colgate Palmolive has delivery vans that distribute free 

samples to about 80 million rural clients and display videos 

on dental hygiene. But the operating cost of the delivery vans 

is relatively high. Godrej vans display music and declare free 

gifts, and these vans sell the products to local village shops in 

the rural markets (Aaker, 1991). These vans resolve the 

tremendous transportation problems of the rural market and 

also improve the service distribution channel (Gautam and 

Gangal, 2011).   

 

2.4 Media Problems 

Media have lots of problems in rural areas of emerging 

countries. Radio was regarded as the possible medium for 

communication with rural people in the late 50s and 60s. A 

radio can be played without electricity, or on batteries; it is a 

very effective medium in rural areas.  Doordarshan (DD) 

telecast network covers at least two-thirds of the entire 

country. Newspapers are the most preferred medium and few 

people (10 %) did not respond due to illiteracy. Another mass 

media is cinemas. Almost three-fourths of the rural adult 

population view cinema in southern regional India and in this 

region, it could be a very effective medium to advertise 

services and products. Panipat suggested that most of the 

respondents (60%) in rural regions of developing countries 

generally had preference towards television than reading 

newspapers, radio, and others (Census of India, 2011). But 

the scenario has been transformed nowadays as almost every 

house in rural India has several communication mediums like 

telephone, mobile, television, internet, etc. Easy internet 

access as well as digitization are rendering a conducive way 

to raise the excess demand for FMCG products which are 

becoming less expensive in rural India. Surinder Singh 

Kundu (2013) stated the customer’s perception towards 

FMCG products; advertisements on TV followed by 

advertisements on print media and word of mouth had 

significant role in purchasing FMCG products and services by 

rural consumers. 

 

Kashyap (2022) stated that service distribution channel and 

the right pricing were the key to the success of rural 

marketing. Expensive brands like close-up & Marie biscuits 

etc. were successfully creating their markets in rural regions 

of India because of using deeper channel distribution. Brands 

should be placed in the right position. Advertising in the local 

language & employment of rural youth plays a role in word-

of-mouth communication for FMCG companies (Lotlikar, 

2020). Organizations like Vicco Vajradanti, Colgate tooth 

powder, and Dabur Lal Dant Manjan respected the habits of 

the rural people by providing tooth powder as a substitute to 

something they were putting on their palm & using their 
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fingers to clean teeth creating relatively easy acceptability of 

the product (Lotlikar, 2020).  

 

2.5 Seasonal Marketing 
Agriculture is the chief source of earnings for rural masses 

thus demand products and services in rural areas is dependent 

on agricultural conditions. Agriculture is influenced by the 

monsoon and thus the purchasing capacity of the rural people 

is not even or regular and steady (Chandrasekhar and 

Krishna, 2016). 75% of rural income is season-dependent. 

The rural people have ample cash flow during the crop 

harvesting period. But, some villages in the country are 

unreachable during the monsoons even today and Kaccha 

(wet) remote roads are inaccessible during monsoons and 

villages get isolated. The purchasing trends of rural 

consumers again depend on festivals, weddings, etc. So, 

companies should be aware of such times and make a note of 

them.  

 

2.6 Low Level of Literacy Rate 

Due to illiteracy, it is really burdensome for the rural mass to 

comprehend the basic texts on the packages and to recognize 

the brand differences. It creates lots of problems in promoting 

a product or service and becomes difficult for service 

distribution channel communication in rural regions of India. 

But according to Gupta and Mittal (2013), people in rural 

regions are now becoming aware of their purchase patterns 

and decisions like urban people because of the increase in 

rural literacy rates and the positive impact of media, 

telephone, mobile and internet at a cheaper rate. 

 

Research Gap and Rationale for the Study 

Cost of service distribution channels, unavailability of retail 

outlets, improper warehousing facilities are the major 

obstacles faced by marketers. Huge literature is available on 

the above factors. But very few studies consider the 

requirements, tastes, and unique consumption patterns of 

rural consumers which must be addressed properly at the 

service or product planning stage so that they can contest the 

desires of the rural people (Sarkar, 2013). However, how the 

social dynamics as well as the variations of outlooks and the 

behaviour of the rural people influence the efficiency of the 

service distribution channels markets in rural India are 

identified and analysed to get a conclusion in this regard. 

 

Objectives of the research 

a) To explore the challenges faced by service distribution 

channels in emerging markets of rural India.  

b) To identify how social dynamics are influencing the 

service distribution channels of FMGC products in 

emerging markets in rural India.  

c) To access the behavior of the rural mass to raise the 

coherence of the service distribution channel.  

 

Hypotheses  

H1: Rural distribution channels of FMCG products in 

growing rural markets are negatively influenced by poor 

connectivity of transport which increases the delivery time 

and cost.   

H2: The feasibility of the rural distribution channels in 

emerging rural markets can be increased by bidirectional as 

well as shared service distribution networks. 

 

H3: Rural distribution channels in Indian rural markets are 

extremely influenced by mass media promotion of 

communication through various advertisements. 

 

3.Theory  
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Distributor 
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Retailer Rural Market 

Poor transportation 
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Shared distribution 
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Seasonal demand 
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In this research paper, the different influencing factors of 

service distribution channels of FMCG products are 

explained in the emerging market of India and how much 

they are significant in a service distribution channel of the 

emerging markets of rural India are captured. 

 

4. Data Analysis and Interpretation 
The analysis consists of data collected from the farmers (35) 

living in rural interiors of India, villagers (221) who are 

facing the problems of rural India, and retailers (54) who are 

dealing with the practical problems of rural India. The 

respondents included in the study is shown by the following 

bar diagram. 

 

 
Figure1: Category of the respondents 

 

There are 35 farmers, 221 villagers, and 54 retailers living in 

rural interiors of India who are facing the problems of rural 

India.   

 
Table 2: The effect of Monsoon Transportation on time and cost of FMCG 

products 

Monsoon 

transport 

R2 Significance 

F 

df 

 

Coefficients 

 

P-

value 

Price .0039 1.211 (1, 

308) 

.0523 0.2721 

 

Time .0073 2.28 (1, 

308) 

0.069 0.131 

Level of significance *p<0.05, **p<0.01 and ***p<0.001  
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This above model summarizes the regression analysis of the 

effect of monsoon transportation on the price and cost of 

FMCG products. Here, the significance of F and p-value is 

insignificant as both the values for the price of the product 

and the delivery time of the product are higher than .05. Thus, 

it can be concluded that the price of the products and the 

delivery time of the products are not highly affected due to 

monsoon, though there are kaccha roads. It can be assumed 

that though the transport system is poor in the rural villages, 

still they can manage and habituated to the system; So, 

Hypothesis H1 is not accepted and it can be concluded that 

rural distribution channels of FMCG products in emerging 

rural markets are not negatively influenced by poor 

connectivity of transport which increases the delivery time 

and cost.  

 
Table 3: The effect of the rural distribution channels by bidirectional and 

shared distribution networks 

Local 

Salesperson 

R2 Significance 

F 
 

df 

 

Coefficients 

 

P-

value 
 

Bi-directional 

Price 

0.004 1.24 (1, 

308) 

0.069 0.266 

 

Bi-directional 
Time 

0.0719 4.434 (1, 
308) 

0.1196 0.036 

Shared 

distribution 
Price 

0.006 0.191 (1, 

308) 

0.027 0.662 

Shared 

distribution 

 Time 

0.0662 8.418 (1, 

308) 

0.173 0.003 

Level of significance *p<0.05, **p<0.01 and ***p<0.001  

 

The model summarizes the regression analysis of the 

relationship between the price and cost of FMCG products 

and the service distribution channel via a shared, bidirectional 

distribution system. For both the values for the price of the 

product delivered by the bidirectional and shared distribution 

systems, the significance of F and p-value in this instance is 

negligible. However, it is important for the bidirectional and 

shared distribution system's product delivery time. 

 

Thus, it can be concluded that the price of FMCG products 

does not vary depending on whether local salespeople are 

employed or not, and whether a bidirectional service 

distribution channel or a sharing distribution service is used 

across various company products. This is because the retailers 

could not raise their prices significantly above the price listed 

on the product's packaging. However, using local salespeople 

has a significant impact on product delivery times, and a 

shared, bidirectional distribution system is always 

advantageous. The p-value for a bidirectional distribution 

system is 0.036, which is significant. When retailers can set 

up a shared distribution system, the p-value becomes even 

more significant (0.003< 0.05). 

 

In light of the fact that the use of shared service and 

bidirectional distribution networks significantly influenced 

the product delivery time, hence H2 is accepted and it is 

concluded that the viability of rural distribution channels in 

developing rural markets can be increased by these networks. 

 

Table 4: The effect of mass media promotion through various advertisement 

communication on service distribution channels 

Sales 
Promotion / 

Increase 

R2 Significance 
F 

 

df 
 

Coefficients 
 

P-value 
 

Radio 0.00
3 

0.048 (1, 
308) 

0.0054 0.826 
 

Van-Camp 0.09

4 

3.948 (1, 

308) 

0.384 0.0265 

Local 
Salesperson 

0.07
6 

4.741 (1, 
308) 

0.747  

  

Level of significance *p<0.05, **p<0.01 and ***p<0.001  

 

The above model explains the regression analysis of the 

relationship between the increase of sales or sales promotion 

of FMCG products through various mass media promotion 

techniques and various media of communication which 

affects the service distribution channel. The significance of F 

and p-value in this instance about the Radio used as media of 

communication is negligible. However, it is important when it 

considers the local reliable known salesperson and the 

company Van Campaign where the company-trained 

salesperson explained and meet the villagers. The 

significance value is 0.0265 (<0.05) in the case of Van 

Campaign by the companies and it is 0.018 (<0.05) when the 

local salesperson is champagning about a product upon whom 

the rural people can rely.  

 

4. Method 

 

This study is based on approx. 310 samples consisting of 

rural people, retailers, farmers as well as different distribution 

persons who are practically handling the service distribution 

in rural India. The Primary data for this study was collected 

via two questionnaires, one for the local mass and farmers of 

rural India and the other for retailers and the distribution 

persons respectively. Literature review has served the main 

basis for selection of the variables of the questionnaire and 

data analysis is done through the application of Zero Code 

Learning Software. 

 

5. Results and Discussion 
 

When developing the service distribution channels of FMCG 

products, the companies should identify the social dynamics 

of the rural people and also consider the rate of literacy which 

will influence the service distribution channels of FMGC 

products in emerging markets in rural India. Hence, 

Hypothesis H3 is accepted and it must be concluded that rural 

distribution channels in emerging rural markets are extremely 

influenced by mass media promotion of communication 

through various advertisements, but nowadays the use of 

radio is little due to the introduction of television and mobile 

devices. 

 

6. Conclusion and Future Scope  
 

Cost of service distribution channels, time of delivery of the 

product, improper warehousing facilities, etc. are major 

obstacles faced by marketers.  The requirements, tastes, and 

unique consumption patterns of rural consumers should be 

analysed properly at the service or product planning stage so 
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that they can contest the desires of the rural people (Sarkar, 

2013). Marketers should realize the social dynamics and 

variations of outlooks and behaviour of the people of rural 

villages to increase the efficiency of their distribution 

channel. But the lifestyle of rural customers has been 

changing rapidly in recent years because of the increase in 

disposable income and growth of per capita income, growth 

in literacy rate and development of education, expansion of 

various communication media like television, telephone, 

mobile, internet etc. In the future, more extended 

questionnaires should be used to collect more data in order to 

know the effects of literacy rate, seasonal demand, and 

improper warehousing facility on the service distribution 

channels of emerging markets in rural India. 

 

Data Availability  

The metamorphosis of Indian rural consumers is a relevant 

story of adaptability as well as resilience. Brands that 

embrace localization, customization, while remaining 

adaptable to changing consumer preferences are self-

possessed to showcase intoxicating new rural landscape. The 

lifestyle of rural customers has been evolving rapidly in 

recent years because of the hike in disposable income as well 

as growth of per capita income, growth in literacy rate and 

development of education as well as expansion of various 

communication media etc.  

 

Limitations   

Due to lack of time, how the seasonal demands and the 

literacy rate of the rural masses affect the rural service 

distribution channel of FMCG products are not studied.  
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