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Abstract: The Indian FMCG sector is the fourth largest sector in the economy with a total 

market size in excess of US$ 13.1 billion. It has a strong MNC presence and is characterized by a 

well established distribution network, intense competition between the organized and 

unorganized segments and low operational cost. Availability of key raw materials, cheaper labor 

costs and presence across the entire value chain gives India a competitive advantage. The paper 

is related to various strategies used by the various MNC’s in FMCG sector so as to acquire, 

expand or diversify the business in India. As India is treated to be the hub for  
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1. Introduction: 

The current millennium has unfolded new business rules, the most significant of them being that 

past history & experience in a given product market is not an indicator of future success. Market 

leadership cannot be taken for granted because customer loyalty does not exist. The limited and 

already saturated domestic markets have been forcing companies to set their eyes on alien 

markets. The bigger the ambition of companies, the bigger markets will search for operations 

outside their boundaries the presence of these companies in various Hosts and Home Countries 

makes them a true Multinational company. 

 
Master plan: 

The complexities of the domestic and alien environment are the biggest threat to international 

marketers or multinational companies. The challenges and issues that haunt them are broadly 

identified as: 

1. Seamless global society: the result of development in IT. 

2. Role of knowledge management and Human resource for achieving competitive advantage. 
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3. Business at the speed of thought that is coming up with new product and ideas on consistent 

basis. 

4. Existence of virtual organizations. 

5. Customer now –a-days is becoming a warehouse of information. 

6. Existence of customization and standardization in the market at the same time. 

7. Diversity in market due to differences in culture demography rule of law and state of 

technology. 

The complexities and rapid development needs a corporate strategy by the MNC’s to sustain and 

flourish in the cut-throat competition. The corporate strategy is basically concerned to some key 

questions: 

1. What business the firm should be in? 

2. What should be optional geographical spread of activities for the firm? 

3. How to develop Core Competencies to exploit the opportunities? 

4. How the Top Management should manage its group of business? 

Expansion plan: 

Organizations’ generally seek growth in sales or market share as their primary objective when 

growth becomes a passion and organizations tried to seek sizeable growth it takes the shape of 

expansion strategies. The lust for growth and expansion exist in MNCs since their inception and 

introduction in corporate world.  

About FMCG Sector : 

The Indian FMCG sector is the fourth largest sector in the economy with a total market size in 

excess of US$ 13.1 billion. It has a strong MNC presence and is characterized by a well 

established distribution network, intense competition between the organised and unorganised 

segments and low operational cost. Availability of key raw materials, cheaper labour costs and 

presence across the entire value chain gives India a competitive advantage. 

Fast moving consumer goods (FMCG) are the 4th largest sector in the Indian economy. There 

are three main segments in the sector – food and beverages which accounts for 19 per cent of the 

sector, healthcare which accounts for 31 per cent and household and personal care which 

accounts for the remaining 50 per cent. 

The FMCG market is set to treble from US$ 11.6 billion in 2003 to US$ 33.4 billion in 2015. 

Penetration level as well as per capita consumption in most product categories like jams, 
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toothpaste, skin care, hair wash etc in India is low indicating the untapped market potential. 

Burgeoning Indian population, particularly the middle class and the rural segments, presents an 

opportunity to makers of branded products to convert consumers to branded products. 

 

2. Review of Literature: 

 
Research Article on Market Expansion Strategy: Development of a conceptual market 
expansion decision -- By Gary J.Robinson & William J.Lundstrom. 
 
A review of the literature on market expansion strategy theory is examined to identify the most 

appropriate theoretical base for developing an integrated model for assessing various market 

expansion strategies based on external and internal factors. Research related to Market expansion 

strategy has primarily focused on assessing the fit  between the organization and external 

factors such as market attractiveness, competitive advantage and risk, with minimal attention to 

internal factors such as organizational structure, management systems and corporate culture. The 

relationship among internal and external factors and the resources, risk and control inherent to 

each mode of market expansion are used to develop a model which provides direction as to the 

appropriate market expansion decision. 

 
Research Article on MNCs Branding Strategies in India Product Perspective—By 
M.Thirulogachander 
 
The success of MNCs entering into a country lies in their clear vision and well-planned strategy. 

It is important that they understand the preferences and lifestyles of the local consumers to be 

successful in the local market. MNCs also require continuous support from the parent 

organization, which will enable them to bring in the best practices across the world to the local 

management. With the arrival of MNC brands, Indian consumers have become more brand 

conscious. They now spend enough time to acquire knowledge about a brand. Though consumers 

in India are price driven, MNC brands have persuaded them to give value for money.  

 
Marketing Management 11th Edition, --By Philip Kotler  
 
According to him MNCs can expand their markets by analysing Marketing Opportunities: 

Winning Market through market oriented strategic planning. Gathering information and 
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measuring market demand. Scanning the marketing environment. Dealing with competition. 

Identifying Market segments and target market. 

3. Objectives of Study: 

The objectives of the study are: 

 To understand the various amplification master plan adopted by MNCs to operate in a 

better way in India. 

 To study the major industry characteristics of FMCG sector, like the level of competitors 

and strategies adopted by the various companies in FMCG sector to combat competition. 

4. Scope of study: 

The present research work will add to the world of wisdom on the issues of growth/expansion 

strategies of MNCs. It will provide a broad framework for MNCs to operate in a better way in 

Indian environment. It facilitates authorities and government machineries to take stock of the 

situation and make policies conducive to MNCs as well as create ambiance to promote pure 

mammoth organizations to look India as a part of their strategic operations.  

5. Research Methodology: 

 The proposed research endeavor is to be an exploratory research work where the main emphasis 

shall be on identifying the various strategies adopted by MNCs in India. The research will be 

based on secondary data. The data will be collected from the various Journals, Periodicals, 

Websites and other published reports. The impediments faced while introducing those growth 

strategies and the impact on overall wellbeing of MNCs. Analysis is done with the help of charts, 

graphs etc. The data collected for the report will be modified and extended as per the 

requirement of research work.  

6. Market Amplification Master Plan adopted by MNCs: 
 

a. Master Plan for Alliances and Partnerships: 
 
Majority of Japanese companies entered India through a strategic partnership with an Indian 

company. This assisted them in effectively understanding the Indian Market. Following are some 

of the benefits offered by alliances and partnerships: 
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 Penetrate Indian Market: 
 
*Hitachi entered into several strategic alliances and partnered with local distributors. In April 

2006, Hitachi Global Storage Technologies entered into a partnership with Redington as its new 

authorized distributor. This will facilitate Hitachi to enter the B and C-class cities, which the 

company feels are witnessing the maximum growth. 

 Establish R&D centre: 
 
Japanese companies have enjoyed the advantage of technical supremacy in the Indian market. 

Companies, apart from transferring their technical expertise to India, are now establishing their 

R&D base in India.  

 Increase Localizations: In order to reduce import cost of components and accessories, 

companies are planning to localize components sourcing to a greater extent. For instance, 

Maruti has achieved over 90 percent localization for Maruti 800, Zen, and Alto cars. 

 Expanding Capacity: Companies are expanding their capacity in order to meet the 

growing demand from Indian market. 

 Leverage Brand: Since, Japanese brands are perceived as reliable, cost effective and 

technologically advanced, companies entering India capitalized on this and used their 

global brand name.  

 Robust dealer network: Companies have established strong sales and services network 

in India. This has ensured their penetration of the Indian market.  

7. Growth Prospect of FMCG Sector 

Large Market 

India has a population of more than 1.150 Billions which is just behind China. According to the 

estimates, by 2030 India population will be around 1.450 Billion and will surpass China to 

become the World largest in terms of population. FMCG Industry which is directly related to the 

population is expected to maintain a robust growth rate. 

 
Spending Pattern 

An increase is spending pattern has been witnessed in Indian FMCG market. There is an upward 

trend in urban as well as rural market and also an increase in spending in organized retail sector. 
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An increase in disposable income, of household mainly because of in-crease in nuclear family 

where both the husband and wife are earning, has leads to growth rate in FMCG goods. 

 
Changing Profile and Mind Set of Consumer 

People are becoming conscious about health and hygienic. There is a change in the mindset of 

the Consumer and now looking at “Money for Value” rather than “Value for Money”.  

 

 

Source: UN Population Division: Medium variant 
  
Fast-moving consumer goods (FMCG) sector is the 4th largest sector in the Indian economy with 

Household and Personal Care accounting for 50 per cent of FMCG sales in India. Growing 

awareness, easier access and changing lifestyles have been the key growth drivers for the sector. 

The urban segment (accounts for a revenue share of around 55 per cent) is the largest contributor 

to the overall revenue generated by the FMCG sector in India However, in the last few years, the 

FMCG market has grown at a faster pace in rural India compared with urban India. Semi-urban 

and rural segments are growing at a rapid pace and FMCG products account for 50 per cent of 

total rural spending. 
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Market Size 

The retail market in India is estimated to reach US$ 1.1 trillion by 2020 from US$ 840 billion in 

2017, with modern trade expected to grow at 20 per cent - 25 per cent per annum, which is likely 

to boost revenues of FMCG companies. Revenues of FMCG sector reached Rs 3.4 lakh crore 

(US$ 52.75 billion) in FY18 and are estimated to reach US$ 103.7 billion in 2020. The sector 

witnessed growth of 16.5 per cent in value terms between July-September 2018; supported by 

moderate inflation, increase in private consumption and rural income. 

The FMCG sector is expected to grow at 9-10 per cent in 2019.Rise in rural consumption to 

drive the FMCG market. It contributes around 36 per cent to the overall FMCG spending. FMCG 

urban segment witnessed growth rate of 8 per cent whereas rural segment grew at 5 per cent in 

quarter ended in September 2019. 

Investments/ Developments 

The government has allowed 100 per cent Foreign Direct Investment (FDI) in food processing 

and single-brand retail and 51 per cent in multi-brand retail. This would bolster employment and 

supply chains, and also provide high visibility for FMCG brands in organised retail markets, 

bolstering consumer spending and encouraging more product launches. The sector witnessed 

healthy FDI inflows of US$ 15.36 billion, during April 2000 to June 2019. 

Some of the recent developments in the FMCG sector are as follows: 

 June & November 2019: ITC Ltd’s acquisition of 33.42% stake in Delectable 

Technologies as a start up along with the launch of dairy beverage range in. ITC also has 

plans to invest Rs 700 crore (US$ 100 million) in food park in Madhya Pradesh. 

 2019: Mother Sparsh launched as India’s first kids cooking oil. 

 November 2019: Santoor’s launch of Deo pocket perfumes for West Bengal. 

 Nestle planned to invest Rs 700 crore (US$ 100.16 million) as new plant in Sanand for 
Maggi. 

 Patanjali plan to invest in Maharashtra, Madhya Pradesh, Assam, Andhra Pradesh and 

Uttar Pradesh(US$743.72 million) 

 Dabur’s plan is to Rs 250-300 crore (US$ 38.79-46.55 million) in FY19 for expansion & 

acquisition. 

 August 2018, Fonterra announced a joint venture with Future Consumer Ltd to produce a 

range of consumer and foodservice dairy products. 
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Government Initiatives in India: 
 For the promotion of FMCG sector government of India has taken various initiatives: 
 Approval of 100 percent FDI 
 Draft of a new Consumer Protection Bill  
 GST, s benefit to many FMCG industries. 
 Transforming Logistics through GST. 

Road Ahead: 
As due to increasing incomes the rural consumption has increased, there has been increased 

demand for the branded products in rural India. Thus there is an expectation of increase in 

FMCG Market upto US$220 billion by 2025. This expectation is due to continuous growth of 

contribution which is from 10percent in FY18 to 15-16 percent forecast for FY19.  

This continuous growth is due increased level of brand consciousness, also augmented by the 

growth in modern retail. One of the other major factors the demand for food services in India in 

the growing youth population, primarily in the country’s urban regions. India has a huge 

workforce which hardly gets time for cooking due to time constraints.  

There is estimation that 40 per cent of all FMCG consumption in India will be online by 2020. 

The online FMCG market is forecasted to reach US$ 45 billion in 2020 from US$ 20 billion in 

2017. It is estimated that India has gained US$ 15 billion a year by implementing the Goods and 

Services Tax. 

The growth of FMCG sector has been from Rs 2,20,852.4 crore (US$ 31.6 billion) in 2011 to Rs 

3,68,669.75 crore (US$ 52.75 billion) in 2017-18, with an expectation of Compound Annual 

Growth Rate (CAGR) of 27.86 per cent to reach Rs 7,24,759.3 crore (US$ 103.7 billion) by 

2020. 

An account of 45% revenue share from rural segment is a large contributor to the overall FMCG 

sectors revenue generation whereas urban sector contribution is 55 % in india. Various FMCG 

companies are looking forward to invest in  energy efficient plants to benefit the society as in 

long term. Some of the FMCG companies such as patanjali to invest Rs 5,197.85 crore (US$ 

743.72 million) in Maharashtra, Madhya Pradesh, Assam, Andhra Pradesh and Uttar Pradesh, 

Daburalso planned to invest Rs 250-300 crore (US$ 38.79-46.55 million) in FY19, Tata’s plan to 

amplify its home and personal care products in FMCG sector. ITC also introduced with more 

than 60 fast-moving consumer goods in India  

In 2019 Goenka Group planned to invest Rs 103.01 crore (US$ 14.74 million) in FMCG along 

with this Nestle also planned for Rs 700 crore (US$ 100.16 million) as investment. With the ever 
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growing awareness and changing taste and lifestyles as the major drivers for consumer market. 

The focus of Union Budget 2019-20 on agriculture, MSMEs, education, healthcare, 

infrastructure and tax rebate has a direct impact on FMCG sector. 
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Source:Note: Conversion rate used as on September 2019, Re 1 = US$ 0.014019 

References: Media Reports, Press Information Bureau (PIB), Union Budget 2019-20, Firstpost 
Note - ^ - According to CRISIL report, @ - according to Nielsen 
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8. Opportunities And Challenges In FMCG Sector 

Opportunities: 

a. Rural Market: Rural consumption of FMCG products has outpaced urban 

consumption with the percentage increase in monthly per capita expenditure in rural 

markets surpassing its urban counterparts..  

b. Innovative Products: Indian consumers are highly adaptable to new and innovative 

products. As Indian consumers become increasingly exposed to global products, their 

demand for innovative products has been increasing, which is resulting in higher R&D 

expenditure by the leading market players.  

c. Premium Products: With growing disposable incomes, middle and upper middle class 

income consumers in urban areas have shifted their purchasing trends from essential to 

premium products.  

d. India as an Export Hub: With emergence of India as a strong regional economy, 

domestic and multinational FMCG players can leverage India as a strategic sourcing 

hub for cost-competitive products to cater to international markets.  

e. Inorganic Growth: Strategies for a Wider Footprint Companies are entering into 

partnerships that will help them to cater to the market, and improve their distribution 

networks and skills to deliver to the last mile.  

f. Low Market Penetration: Most of the household and personal care products sold in 

India still have low market penetration in rural and semi-rural areas.  

Market Challenges: 

a. Counterfeiting: In 2015, sales of counterfeit products stood at more than USD1 billion. 

Counterfeit products have an economy-wide effect on trade, investment, employment, 

innovation, environment, and most importantly on the health and safety of consumers. 

Indian retail sector is heavily dependent upon the unorganized sector.   

b. Poor Supply Chain Infrastructure: Lack of storage and transport facilities coupled 

with rising costs of raw materials and energy has been a major challenge for the Indian 

FMCG market. Food items tend to have a significantly shorter shelf life and require quick 
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delivery systems, regular replenishment of products on the shelf, and vast different 

distribution and storage requirements.  

 

9. FMCG Business Amplification - Stage by Stage Approach 

Have written this post specifically for regional FMCG companies and FMCG manufacturers 

who are planning to extend their footprints in different geographies in different markets. 

Stage by stage explanations of this is as follows: 

a. Category Feasibility: Before you decide on the markets to expand, it is critical to 

analyze the category construct and trends. Let me start with some examples. In dish wash 

category, there are 3 key segments - Powder, Bar and Liquid, dominated by Bar sub-

category.  

b. Differentiation/ Innovation: Once you freeze on the category to enter, the next step is to 

do a positioning mapping of all brands in the category. Rather than making a me-too 

product, it is also advisable to provide differentiation in the product. The differention 

may be in form of product improvements/ benefits etc or may be packaging innovation, 

which comes from some consumer insights. At the end, the consumer should find some 

value addition in the product.  

c. Distribution: Once you are confident of your Offer, the next step is to increase the 

increase your distribution depth. There can be multiple approaches to it. First is to roll-

out pan India in all markets. But here you should have strong distribution network, which 

is possible for big FMCG companies like HUL, ITC etc. Second is to identify the right 

markets for the category. The right markets can be the top markets for the category.  

10.  Indian Competitiveness and Comparison with the World Markets 

The following factors make India a competitive player in FMCG sector: 

 Availability of raw materials 

Because of the diverse agro-climatic conditions in India, there is a large raw material base 

suitable for food processing industries. India is the largest producer of livestock, milk, sugarcane, 

coconut, spices and cashew and is the second largest producer of rice, wheat and fruits 

&vegetables. The availability of these raw materials gives India the location advantage.  
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 Labor cost comparison 

 

 

Low cost labor gives India a competitive advantage. India's labor cost is amongst the lowest in 

the world, after China & Indonesia. Low labor costs give the advantage of low cost of 

production. Many MNC's have established their plants in India to outsource for domestic and 

export markets.  

 Presence across value chain  

Indian companies have their presence across the value chain of FMCG sector, right from the 

supply of raw materials to packaged goods in the food-processing sector. This brings India a 

more cost competitive advantage. For example, Amul supplies milk as well as dairy products like 

cheese, butter, etc.  

11.  A Recent Boom in FMCG Sector-Indian Context 

As due to increasing incomes the rural consumption has increased, there has been increased 

demand for the branded products in rural India. Thus there is an expectation of increase in 
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FMCG Market upto US$220 billion by 2025. This expectation is due to continuous growth of 

contribution which is from 10percent in FY18 to 15-16 percent forecast for FY19.  

This continuous growth is due increased level of brand consciousness, also augmented by the 

growth in modern retail. One of the other major factors the demand for food services in India 

in the growing youth population, primarily in the country’s urban regions. India has a huge 

workforce which hardly gets time for cooking due to time constraints.  

There is estimation that 40 per cent of all FMCG consumption in India will be online by 2020. 

The online FMCG market is forecasted to reach US$ 45 billion in 2020 from US$ 20 billion 

in 2017. It is estimated that India has gained US$ 15 billion a year by implementing the 

Goods and Services Tax. 

The growth of FMCG sector has been from Rs 2,20,852.4 crore (US$ 31.6 billion) in 2011 to 

Rs 3,68,669.75 crore (US$ 52.75 billion) in 2017-18, with an expectation of Compound 

Annual Growth Rate (CAGR) of 27.86 per cent to reach Rs 7,24,759.3 crore (US$ 103.7 

billion) by 2020. 

An account of 45% revenue share from rural segment is a large contributor to the overall 

FMCG sectors revenue generation whereas urban sector contribution is 55 % in India. 

Various FMCG companies are looking forward to invest in energy efficient plants to benefit 

the society as in long term. Some of the FMCG companies such as patanjali to invest Rs 

5,197.85 crore (US$ 743.72 million) in Maharashtra, Madhya Pradesh, Assam, Andhra 

Pradesh and Uttar Pradesh, Daburalso planned to invest Rs 250-300 crore (US$ 38.79-46.55 

million) in FY19, Tata’s plan to amplify its home and personal care products in FMCG sector. 

ITC also introduced with more than 60 fast-moving consumer goods in India  

In 2019 Goenka Group planned to invest Rs 103.01 crore (US$ 14.74 million) in FMCG 

along with this Nestle also planned for Rs 700 crore (US$ 100.16 million) as investment. 

With the ever growing awareness and changing taste and lifestyles as the major drivers for 

consumer market. The focus of Union Budget 2019-20 on agriculture, MSMEs, education, 

healthcare, infrastructure and tax rebate has a direct impact on FMCG sector. 
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12.  Expansion strategies followed by MNC’s 

Growth is a way of life. Almost all organizations plan to expand.  This strategy is followed when 

an organization aims at higher growth by broadening its one or more of its business in terms of 

their respective customer groups, customers functions, and alternative technologies singly or 

jointly – in order to improve its overall performance. 

There are four types of expansion (Growth) strategies 

1. Expansion through concentration 

2. Expansion through integration 

3. Expansion through diversification 

4. Expansion through cooperation 

1. Expansion through concentration 

It involves converging resources in one or more of firms businesses in terms of their respective 

customer needs, customer functions, or alternative technologies either singly or jointly, in such a 

manner that it results in expansions. A firm that is familiar with an industry would naturally like 

to invest more in known business rather than unknown business. Concentration can be done 

through 

 Market Penetration: It involves selling more products to the same market by focusing 

intensely on existing markets with its present products, increasing usage by existing 

customers and increasing market share and restructures a mature market by driving out 

competitors E.g.: Low pricing strategies 

 Market Development: It involves selling the same products to new markets by attracting 

new users to its existing products. Market development can be geographic wise and 

demographic wise.  

 Product Development: It involves selling new products to the same markets by 

introducing newer products in existing markets. E.g.: the tourism industry in India has not 

been able to attract new customers in significant numbers. New products such as selling 
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India as a golfing or ayuerveda-based medical treatment destination are some of the 

product development efforts in the tourism industry to attract more tourists. 

2. Expansion through Integration 

It is done where the company attempts to widen the scope of its business definition in such a 

manner that it results in serving the same set of customers. The alternative technology of the 

business undergoes a change. It is combing activities related to the present activity of a firm. 

Such a combination may be done through value chain. A value chain is a set of interrelated 

activity performed by an organization right from the procurement of basic raw materials down to 

the marketing of finished products to the ultimate customers. E.g.: Several process based 

industry such as petro chemicals, steel, textiles of hydrocarbons have integrate firm 

Among the integration strategies are of two type’s vertical and horizontal integration. 

 Vertical Integration 

 Horizontal Integration 

3. Expansion through Diversification 

Diversification is a much used and much talked about set of strategies. It involves a substantial 

change in the business definition – singly or jointly- in terms of customer groups or alternative 

technologies of one or more of a firm’s businesses. .  There are two categories, concentric and 

conglomerate diversification. 

 Concentric Diversification: when an organization takes up an activity in such a manner 

that is related to the existing business definition of one or more of firms businesses, either 

in terms of customer groups, customer’s functions or alternative technologies, it is called 

concentric diversification. Concentric diversification may be of three types: 

A. Marketing related concentric diversification: when a similar type of product is offered 

with a help of unrelated technology for e.g., a company in the sewing machine business 
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diversifies in to kitchen ware and household appliances, which are sold to house wives 

through a chain of retail stores. 

B. Technology- related concentric diversification: when a new type of product or service 

is provided with the help of related technology, for e.g., a leasing firm offering hire- 

purchase services to institutional customers also starts consumer financing for the 

purchase of durable sot individual customers. 

C. Marketing- technology related concentric diversification: when a similar type of 

product is provided with the help of related technology, for e.g., a rain coat manufacturer 

makes other rubber based items, such as water proof shoes and rubber gloves sold 

through the same retail outlets 

 Conglomerate Diversification: when an organization adopts a strategy which requires 

taking of those activities which are unrelated to the existing businesses definition of one 

or more of its businesses either in terms of their respective customer groups, customer 

functions or alternative technologies. Example of Indian company which have adopted 

apart of growth and expansion through conglomerate diversification the classic examples 

is of ITC, a cigarette company diversifying into the hotel industry 

4. Expansion through Cooperation 

The term cooperation expresses the idea of simultaneous competition and cooperation among 

rival firms for mutual benefits. Cooperative strategies could be of the following types: 

1. Mergers 

2. Takeovers 

3. Joint ventures 

4. Strategic alliances 

Amplification Master Plan Followed By FMCG Sector  

Expansion Strategy consists of move of companies in order to attract customers. With stand 

competitive pressures and strengthen an organization's market position. The main objective of 

Expansion Strategy is to generate a competitive advantage, increase the loyalty of customers and 

to beat competitors. 
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Five main expansion strategies are: 

 Overall low cost leadership strategy  

 Best cost provider's strategy  

 Broad differentiation strategy  

 Focused low cost strategy  

 Focused differentiation strategy  

Here expansion strategy varies from sector to sector and company to company. Thus, it is not 

easy to predict a single or to find a single strategy for the whole sector. When we come on to 

FMCG Sector main strategies lay behind market strategies, cost, and quality strategies. Here in 

this report you are going to get information about such type of strategies of FMCG giants tails 

description of five main competitive strategies are as follows: 

 

 

 

 

 

 

 

 
 
 
 
The detail description of above five strategies are as follows : 

The de 

The  Five  Generic Competitive Strategies
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 Overall low cost leadership strategy : 

This strategy involves the firm winning market share by appealing to cost-conscious or price-

sensitive customers. This is achieved by having the lowest prices in the target market segment, or 

at least the lowest price to value ratio (price compared to what customers receive). To succeed at 

offering the lowest price while still achieving profitability and a high return on investment, the 

firm must be able to operate at a lower cost than its rivals. There are three main ways to achieve 

this. 

 Best cost provider's strategy  

This is a strategy of trying to give customers the best cost/value combination, by 

incorporating key good-or-better product characteristics at a lower cost than competitors. 

This strategy is a mixture or hybrid of low-price and differentiation, and targets a segment of 

value-conscious buyers that is usually larger than a market niche, but smaller than a broad 

market. Successful implementation of this strategy requires the company to have the 

resources, skills, capabilities (and possibly luck) to incorporate up-scale features at lower 

cost than competitors. This strategy could be attractive in markets that have both variety in 

buyer needs that make differentiation common and where large numbers of buyers are 

sensitive to both price and value. 

• Broad differentiation strategy 

Differentiation is aimed at the broad market that involves the creation of a product or services 

that is perceived throughout its industry as unique. The company or business unit may then 

charge a premium for its product. This specialty can be associated with design, brand image, 

technology, features, dealers, network, or customers service. Differentiation is a viable strategy 

for earning above average returns in a specific business because the resulting brand loyalty 

lowers customers' sensitivity to price. Increased costs can usually be passed on to the buyers. 

Buyers loyalty can also serve as an entry barrier-new firms must develop their own distinctive 

competence to differentiate their products in some way in order to compete successfully. 
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Examples of the successful use of a differentiation strategy are Hero Honda, Asian Paints, HLL, 

Nike athletic shoes, Perstorp BioProducts, Apple Computer, and Mercedes-Benz automobiles. 

 Focused low cost strategy  

This dimension is not a separate strategy per se, but describes the scope over which the company 

should compete based on cost leadership or differentiation. The firm can choose to compete in 

the mass market (like Wal-Mart) with a broad scope, or in a defined, focused market segment 

with a narrow scope. In either case, the basis of competition will still be either cost leadership or 

differentiation. 

In adopting a narrow focus, the company ideally focuses on a few target markets (also called a 

segmentation strategy or niche strategy). These should be distinct groups with specialized needs. 

The choice of offering low prices or differentiated products/services should depend on the needs 

of the selected segment and the resources and capabilities of the firm. It is hoped that by focusing 

your marketing efforts on one or two narrow market segments and tailoring your marketing mix 

to these specialized markets, you can better meet the needs of that target market. The firm 

typically looks to gain a competitive advantage through product innovation and/or brand 

marketing rather than efficiency. It is most suitable for relatively small firms but can be used by 

any company. A focused strategy should target market segments that are less vulnerable to 

substitutes or where a competition is weakest to earn above-average return on investment. 

 Focused differentiation strategy  

In the focused differentiation strategy, a business aims to differentiate within just one or a small 

number of target market segments. The special customer needs of the segment mean that there 

are opportunities to provide products that are clearly different from competitors who may be 

targeting a broader group of customers. The important issue for any business adopting this 

strategy is to ensure that customers really do have different needs and wants - in other words that 

there is a valid basis for differentiation - and that existing competitor products are not meeting 

those needs and wants.  
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Conclusion: As FMCG sector is growing very fast in India with its scope of expanding & 

diversifying business due to the availability of large set of customers in India whose taste and 

needs keeps on changing. So to acquaint the fulfilment the needs’ the  MNC’s in India has to 

have a close look on the changing market conditions and then strategies their process of activities 

so that they are able reach to the requirement of the customers and able to sustain in market for a 

longer duration. And that is the reason MNC’s are focusing on overall low cost leadership 

strategy best cost provider's strategy, broad differentiation strategy, focused low cost strategy & 

differentiation strategy, which also has to be diversifies and changed accordingly.  
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