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Indian Snacks Market
A Look into Growth Opportunities
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ise in working middleclass
population and disposable
income among, them has given
a big boost to the consumer market in
India in recent times. These consumers
are willing to loosen their purse strings
in order to purchase what they want.

A radical growth of the ready-to-eat
food industry can well be seen as a
resultof this changing trend. The Indian
snacks market, which is a part of the
processed food industry, was valued at
398 billion in 2012. Thanks to the surge
in demand among consumers, the
domestic snacks market is expected to
reach ¥275.6 billion by the end of 2017.

The food and beverages market in
India is huge and highly competitive in
nature. The industry can be segmented
into various sub-sections like fruit and
vegetables, meat and poultry, dairy,
grains and consumer foods and marine
products, among others. Snack is one
of the major segments of the packaged
food division, falling under the
category of consumer foods. Although
the snack market in India is mostly
dominated by unorganised players,
presence of industry heavyweights
like PepsiCo, ITC and Haldiram’s in
the organised domain have also been
significant.

Nature of the Market

The nature of the snacks market is such
that it requires continuous innovation
in order to be competitive. Consumer
tastes keep changing and therefore
these companies have to keep on
innovating with flavours and design.

The Indian snacks market was largely
dominated by two players- Haldiram's
and Uncle Chipps manufacturer Amrit
Agro till 1995, before PepsiCo entered
the market with two brands, Lays and

Cheetos. PepsiCo’s smart marketing

strategy helped it gradually emerge as
the market leader in the snacks market.
The launch of the Kurkure brand in
1999 was a revolutionary move that
helped to redefine the PepsiCo brand
in a huge way.

FMCG major ITC entered the Indian
snacks segment in 2007 by launching a
range of potato chips and finger snacks
products under the name Bingo. The
product captured 9 percent of market
share within a single year.

The market competition intensified
further with the entry of new players
like Parle Agro through its brand Hippo
in 2009. As the snacks market started
to gather momentum, local players
like Prakash Snacks and Balaji Wafers
started to strengthen their position in
the sector. Many new companies are
planning to foray into the market over
the next couple of years.

Market Share

As far as the market shares are
concerned, PepsiCo had the highest
market share of 56 percent in 2012,
followed by Balaji at 13 percent and ITC
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at 10 percent. However, when compared
to that of 2008, PepsiCo has lost its share
by about 9 percent. This clearly shows
the kind of competition the sector is
witnessing. Launch of a new product
invariably impacts the market share of
sectoral players. Though most of them
have been able to retain their position,
their shares have reduced.

[t has mostly been seen that potato-
based chips enjoy huge popularity
among consumers. Well-known big
brands in potato chips manufacturing
in the country include Frito Lays, Uncle
Chipps and Bingo. Smaller brands like
Yellow Diamond and Balaji Wafers are
gradually gaining momentum.

Geographical Segmentation

The snacks market can also be
segregated into two different sub-
segments in terms of demographics,
namely the Western and the traditional
snacks segment, Among these, the
Western snacks enjoy more popularity.
The Western snacks segment is
dominated by a large number of MNCs
and organised snacks manufacturers.
A remarkable 70 percent of the market
belongs to the organised sector while
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only 30 percent contribute to the
unorganised sector.

The ready acceptance of these products
among customers is encouraging new
entrants in the market to try their luck.
Moreover, the Indian government’s
decision to allow FDI in retail is also
being seen as a major growth driver.

Even though there are no hard and
fast regulations regarding the quality
of snacks, the sectoral players have to
comply with the quality standards laid
down by the Food Safety and Standards
Authority of India. Moreover, various
policies formulated by the government
for the food processing sector related to
FDI, tax benefits and export promotions
are applicable to the snacks category as
well. For new industries engaged in
processing various fruit and vegetable
products, income tax rebate is allowed
in the form of 100 percent of profit for
the first five years and 25 percent profit
for the next five years.

As far as the custom duty rates are
concerned, there has been a reduction
of the rates from 7.5 percent to 5
percent in recent times. Custom duty
on packaging machine and registered
vans has also been brought down to
help manufacturers.

State-wise Consumption

As far as the state-wise consumption
of snacks is concerned, Gujarat and
Maharashtra are the major markets.
While Balaji Wafers is the dominant
brand in Gujarat, Haldiram’s and
Parle lead the pack in Maharashtra.
It is interesting to note that majority
(almost 58 percent) of snack consumers
in the country belong to the age group
of 25 to 30 years.

Factors Contributing to Growth

Multiple factors have caused the
phenomenal growth of the Indian
snacks market. Some of these factors are:

* Rapid urbanisation leading to busy
lifestyle and subsequent inclination

of consumers toward packaged
food products

e Aggressive marketing campaigns
adopted by sectoral players

* Growing working women
population

* Fast expanding retail network

* Convenience factor related to snacks
consumption

Challenges

One of the major challenges that the
snacks industry has been confronted
with is the rise in packaging
costs, leading to rise in the overall
production cost, thereby affecting the
manufacturers. The increasing health
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consciousness among consumers is
another factor that snacks makers need
to take into consideration.

However, with the marketing strategies
becoming smarter by the day and
consumer demand for tasty, easy-to-
eat food on the rise, growth prospects
for the Indian snacks market certainly
look bright.
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