The consumer is ready; are companies?
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An asymmetry between supplier optimism and consumer optimism has been a regular feature in
India
The Indian consumer is feeling very good right now. Across the rich and poor, and those who live
in both urban and rural India, there is a strong belief that the good times are around the corner
(echoing the Achhe din aane wale hain slogan on which the Bharatiya Janata Party rode to power
last year). Since October 2014, when this survey was done, inflation has eased further, and there
has been a decrease, albeit one that could be temporary, in fuel prices, while food prices have
cooled.
In short, there is no reason for the optimism evident late last year to have dissipated by now. This
sentiment has translated into confidence that incomes will improve or, at worse, stay the same.
Sure, there are those who remain uncertain, but across the board, the indicators do suggest that
the Indian consumer is ready and waiting.
In the context of some recent comments, this would also seem to suggest that the consumer is
feeling a lot better than companies.
But then, this is not the first time that there is an asymmetry between supplier optimism and
consumer optimism. Indeed, this gap has been a regular feature in India.
In the late 1990s and early 2000s, we had a phase in which industry was ready, seduced by story
of an emerging and expanding middle class that eventually turned out to be premature. Back
then, incomes were still low and not enough for all categories to benefit. That was also the era
of aggressive promotions. Wags said people could get a one-bedroom flat free if they bought a
colour TV, and consumer goods companies practised BIG3F (buy one, get three free) marketing!
Then, both were ready and we had the great years between 2003 and 2008.
In 2008, the supply side, companies, prepared for a period of dark demand, but rural India came
to the rescue in 2009-10 and saved the day.

Since then, there has been good news and bad news. Consumer India has been reeling under
price rises and high interest rates that have made monthly payments all but unaffordable, but
rural wages have increased, especially because of the government’s job guarantee scheme.
Then came the 2014 elections. Today the consumers are ready, willing and able to spend.
Incomes have grown, the price wars have helped them sample goodies, tomatoes don’t cost ₹80
a kg. Firms must seize the day. There is a lot of headroom for growth; even at the top end, the
market is far from saturated.
Many consumers in urban India have practiced abstinence for the past few years and this has
created a lot of repressed demand. Rural incomes have grown faster than urban incomes—a large
number of people consuming a little more each year does translate into a large number.
If the finance minister can convince India that the good days are really here—and if the Reserve
Bank of India plays ball—we could be ready to roll.
This is the first in a four-part series on the health of Consumer India.

