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ABSTRACT 
. k n as the Consumer Packaged Goods industry 

Tire Fast Mo••ing Consumer Goods ~ndust_ry 1.s al~:n ::; marketing of packaged consumer goods. Fas; 
It deals mainly with the manufadurmg, distribu: b onsumers at regular intervals. The /ast-movin 
Moving Consumer Goods are ~sual?' con~u'mfouJh clargest industry. This involves broad variety 0} 

consumer goods (FMCG) busmess is 1nd1a s household and personal care items such as toiletries, 
repeatedly purchased consumer goods such as d food and beverages, as well as other 11011_ 
soap, cosmetics, oral care products, OTC products a:. ts etc. From US$ 23.63 billion in FY/8 th 
durable products such as glassware, lamps, pap~r pro U.uSc r'220. 00 billion bv 2025. In 20/ 8 F.'~CGe 

I r-'MCG ket · l ,,. · cted to rise to " · J • ,.,, rura r , mar ,n nu1a IS expe , k growth drivers have been 
industry revenues reached USS 52. 7~ bill~on. ::;e };:i;:tJe;0rt; 2020). Competition among F;;~; 
awareness, greater access, and chang,ng li(esty {: . . l this paper an attempt h b 
producers is growing and investment in thlS sedor IS also r1Smg. n . th b VAR d een 
made to study the Causal relation between FD/ in FMCG and Econonuc l:_r?w . r ~n . CM. 
Granger Causality test confirms the inflow FD/ in FMCG Sector has a unu/irect1on':1 relationship with 
Per capita income, Gross domestic produd and Foreign exchange reserves. FD/ ,n F':f CG_ does not 
Granger cause GDP and Per capita income but Foreign exchange rate shows causal relation with FDL 

KEYWORDS: Foreign Dired Investment, Economic Growth, Fast Moving Consumer Goods, 
Causality, Retail industry. 

INTRODUCTION 
Fast-moving consumer goods typically refer to non-durable 
consumer goods that are needed for regular or frequent use 
(Paul 2006). FMCG companies manufacture, produce and 
sell products that are typically low in price and consumed 
regularly. FMCG businesses are also responsible for 
production, the supply chain, distribution, and general 
goods management (Economy Watch, 2009). It has a 
significant MNC presence and is distinguished by a well-
established distribution network, fierce competition 
between organised and unorganised divisions, and cheap 
operating costs. The industry is very competitive due to the 
involvement of global finns, domestic companies, and an 
unorganised market. Unorganized businesses that sell 
unbranded and unpackaged products account for a 
significant portion of the industry. More than 50 percent of 
FMCGs' overall revenue comes from Rs IO or fewer value 
goods. With relatively low capital and technical 
requirements, many new brands have also emerged 
domestically, whereas the relaxed FDI conditions have 
resulted in the introduction of a large number of 
international players into this market. These considerations 
have made the Indian FMCG market extremely competitive 
and one of the country's most important economic 
contributors. The sector's growth peaked in the mid-
nineties before steadily declining at the end of the decade. 
The original expansion was due to increased product 
penetration and usage. 

The availability of crucial raw materials, cheaper labour 
costs, and the presence of the value chain provide India a 
competitive advantage. Most product categories, such as 
jams, toothpaste, skincare, hair shampoo, and so on, have 
low penetration and per capita use in India, indicating 
untapped market potential. The expanding Indian 
population, particularly in the middle and rural segments, 
presents an opportunity for branded goods makers to 
convert clients to branded items. 

REVIEW OF LITERATURE 

Chauhan Chanchal, et al. (2019) Equity analysis was 
found to be the most effective tool for determining the link 
between market return and FMCG sector return. This 
research might help an investor assess the risk associated 
with market returns and specific FMCG companies. 

Prasad (2018) studied that the restructuring of the retail 
industry would certainly have a long-term effect _on 
wholesale trade and FMCG distribution. During the pen~ 
2006-13, the sector expanded at a compound annual gr~wt 
rate of 16.2 percent. The decision to enable foreign direct 
investment of 51 percent in multi-brand retail 8nd (OO 
percent in single-brand retail bodes well for the FMC~ 
sector's future. The transition is likely to improve jobs an 
supply chains. 
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~1,nY• h. ved high margins over the last three study 
1 

• ., "gu ated v AR 
~oi'\-eadY. a~ ':s will now tum to volume growth. The ong-run casualty VECM mode! is Used while lo 

~;•-d,;eir :' finished a year that was hampered by a FDI POLiey RELATING ro"::Eappfied. 
i' :,neeonoinYdwasi·nds, including demonetization and the Before ,

997 
h 

JI"· f heB h I • · ' w en man 1·1..._ JI". o result, volum_e growt . _was re at1vely_ poor. implemented in th 
I 

Y 1~1i1.ations w-
A ..A as a t b . e ear y , 90s co . ~'" ''f.'aiiu anti-profiteering prov1s1on, mos usmesses was prohibited until 

1997
. nceming FDI, FDI 

u5 
of the nefits of GST after November 15, when the in any form of retail trade 

8"" the be GST t I d In 1997 Up to 100¾ fFD . ":-<td on red the ra e on severa goo s and time ( under the ap o ol I approved for the fi rst 
ri~111ent 1owe prova route) in wholesale trad 
..,.,ries In 2006, FD! was e. 

~- · d Doss P.Maria, (2018) explained that India wholesale trad /ut_ und~r the_ automatic route in 
"'resb· P an be a significant market for a variety of 51 p e. ore,gn direct investment of up to 
,.. wn to . I d' fi . I . d ercent was permitted in single-brand reta1·1 trad bl5 gJ1' and services, me u mg nanc1a services, iast- un er approval route. e 
~ cts nsumer goods, healthcare, and 
g;,~"!,,,uni:tions. For ?1arketers_ ~n t

1
oday'sbcompetitive FDI in _Singl~ Brand Retail Trade (SBRT) was 

~1eco
11
u" 1 markets are Just as cnt1ca as ur an markets. further hberahsed in 2012, enabling investment of 

¢ring,~ that manufacture Fast Moving Consumer up to_ IOO percent (under approval route). For the 
(01J1Pan

1
~ fierce competition and are forced to find new firSt time, up to 51 percent FDI in multi-brand retail 

~ucts ace trade (through approval method) was permitted. make money. 
w1ys to . • , F SBRT · 

. (20l8) investigated that India s FMCG market or organisations operating via brick and 
Abokil more than half of the food and beverage mortar stores, B2C e-commerce trading was allowed 
icounts 1or h for the first time in 20 I 4. . as well as another third of personal and ousehold 
iid~~ businesses set up warehouses acros~ s?1tes to IN 2016 Relaxations implemented in SBRT in the 
care .. d more tax-efficient system, the sector 1s hkely to mandatory local sourcing requirements for FDI.100 ,.,,v, ea . 
r· · r effect once the Goods and Services Tax (GST) percent FDI (under approval route) for food products sceamaJo . . 
. r. ed Working capital 1s advantageous to some manufactured in India was allowed to trade 5 en1orc • . d b . 

· s but not to others in the FMCG m ustry, ut 11 (including e-commerce). Prescribed requirements comparue . h . £'. FDI . . 11 h e a positive long-term impact. Manufacturers ave and meanings 1or m e-commerce. ~1 av ... frl 
been able to conduct their business activities more ee Y IN 20 I 7 The FIPB, which was responsible for 
and cost-effectively due to lower taxes on many goods, authorising non-automatic path investments, was 
including logistics services. This has also empowered t~e abolished and the online Foreign Investment 
common man to purchase more and save money on their Facilitation Platform was implemented for the 
purchases. processing of FOi proposals protected by the path of 
OBJECTIVES approval. 

ECONOMETRIC ANALYSIS I To study FMCG sector of India. 
Stationary of Variables and Co-integration 2 To study various factors affecting FDI in FMCG d 

sector. The co-integration strategies used in this paper were u~e 
to determine the impact ofFDI in FMC? onfsethlec~:1~1~-3 T Stud I I · h' between FDI in · · d' t w,·th implementat10n o e ' o y causa re at1ons 1p economic m 1ca ors. . of variables and 

FMCG sector and Economic Growth. the initial step is_ to an~lyse th;i;:tion~~ere are three ADF 
RESEARCH METHODOLOGY transform all vanables mto sta i~nd and intercept are 

test model~, intercept_(cons~j:ies test. All the variables 
lne most effective way to find the stationary is to use the satisfied with the stationary o be non-stationary integrated 
AD: and P-P tests to unit root test. If the variables are were at the level found t r d the ADF test on the first 
stationary at level than we can use them, but if they are in series. Besides, we have ahpp 1tae tionary variable changes on 
~O·Slationary ~orm than we have to convert all van'ables d £".ound that t e s It from 

i, difference an i, • regression can resu 
:~tati~nary fo~. Testing the co-integration between the first difference. A_ spurio~s The outcome of the ADF 
, .... _ les is _the second step. After testing the above ~o these non-stationary ~me serites. level is shown in Table I 
">ll ther d I h h · variables a a 

1 inv I e is the implication of the VAR mo e , w ic test for stationary tationary at a leve • 
kln o ves two different models for short-run casualty and and all variables were non-s 

g.lltn casualty between the variables. To find out short-
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Tabkl . AJ)f Test Re.sates (at Je'\·el) 

Trdll ... i:akn 

Variables 
lnfDI 
lnGDP 
lnGDS 

-1.10 
0 65 
0 02 

-1. 13 
-2.02 

.J,49 oro -1.17 
lnFER 
lnPCY 

-415 -1 l3 0.67 

Table 2: ADF Test Results (at First Diff'ermtt) 
P-vahlt 

h .riables 1.itttt I Pn,babilitv-~·at-t 
T~a4 aad illtt 0.004 

lnfD.I -5.140 0001 
lnGDP -3.842 0.010 
lnGDS -J.4f-O O 023 
lnFER -3 097 0.046 
lnPC1 -3 996 0.008 

In Table l at level and 2 at the fust difference, the results of 
stationary for both variables were presented respectively. 
For five variables, namely LNFDI, LNGDP, LNGDS, 
LNPCI and LNFER, the ADF test revealed that Wiit root at 
levels for all sequences. All variables were stationary, i.e. 
incorporated from order one, after first differentiation (I). 
Besides, there is a probability of providing a co-integration 
vector whose coefficient can be directly intercepted as a 

-4.30 
-063 

0.017 
0.009 
0.017 
0.0 17 

VAR Lag Order Sd«tion Criteria 

To study long-run relation among variable, . 
duration must be selected before using the ~ lag 
integrating process. The of the VAR lai? co. 
selection criterion are ~ed m Table 3. To~ f:KOtr 
integration and unrestncted VAR, the Akaike 
criterion (AIC) was used. 

long-term coefficient of effect. 

SC HO 
Table-3: VAR Lag Order Selection Criteria Results 

·- Lo11 L LR FPE 

0 84.33 NA 3.40e-1 I 

I 150.83 83.123 2.30e-I3 

2 255.01 65.11 • 4.53e-17* 

3 1703.91 0.000 NA 

Johansen Co-integntion 
1be next step after choosing the order of integration is to 
apply the Johansen trace test to find out that is there any 

AIC I 
-9.91n30 -9.675796 -9.904367 
-15.10458 -13.65598 -1503040 
-25.00164 -22.34587 -24.&5564 
-202.9893* -199.1263· -2017914' 7 

co-integration equation exist between independent and 
dependent variables or not. The next step is to test the oo-
integration. If there is any Co-integrating equation exist 
only than we can go for VECM. 

Table 4: Johansen Co-Integration-Unrestricted Integration Rank Test (frace) Results 
p-valat 

RypotllniudNo. Vah1e Tract Statistic critical valH(0.5) 

OfCElsl 
None* 0.999 243.58 69.818 O.OOl 

Almost I* 0.935 99.351 47.856 O.OOl 

Almost2* 0.812 52.82 29.797 O.OOl 

Almost 3• 0.593 24.37 15.494 0.002 

Almost4* 0.413 9.083 3.841 0.002 

Table 5: Johansen Co-Integration-Unrestricted Integration Rank Test Results on the basis ofEigen value -
Probabilitv-v1l11t --

Hvnnthtsiud No. Of rFis) Value M11-Eie.en Statistic critical valutl0.5) 
0000 --

!None• 0.99 144.23 

/\!most 1 • 0.93 46.52 

!Almost 2• 0.81 28.45 

!Almost 3• 0.59 15.29 

~lmost 4 
0.41 9.083 

Co-integration Re5ults 
Considering the results of the co-integrating equation trace 
test proof: a 5 percent significance level has been found. 
This nonnalised co-integrating equation has been shown in 
Table-6 for FDI in FMCG. The equation shows that FDI in 

33.87 
27.58 0.000 -----
21.13 o.004 ------14.26 0.034 ----3.841 0.002 

roreigll 
FMCG in India has a negative effect on long-te': effect 
exchange reserves and per capita revenue. AISO,. e _.Juel . . . d mesttc pruu 
1s s1gmficant. On average, both the gross O . •(leant. 
and the gross domestic savings are positive and 

51
gn

1 

ceteris paribus. 
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f . on °rtnallze,j for FD1t F o: 2278-7925 Normalized co inte ratin coefficients standard n Mee 
LNFDI LN FER error In •rentb~----- ---t.000000 4 672683 LNGDP LNG ---

·15. 9.4675 OS 
0.02010 0 301 9 -6 )/i11 92 -.,..__ Note: Values In parentheses sh · 4 !00531

1 
,, ,,=--... 

,·tCl\t ector Error Correction Model disclosed that 
results of V O ( FOi) has shown the error correction 

111' rnodel 55 ) for co-integration equations. All the prs•:· ,. rtl (0.0 

ow standard errors. l7S6l 

dependent variables are . --...... 
system during the estim:i:~ri in 1• difference by the 
check t~e significance of inde~nd: :re. fe(!uil'tlnenb 1o 
to explain the dependent variable. lflables on lac one ,,~ f!icte 

The long-run co integration equation is: 

00lnFDl •. ,-3.809136 LNGDP (-1) + 1.428593 LNPCY (-I) +2.047205 LNFER(-1) + 
12

_
674471 er lt.OOo Table-7: Results ofVECM for FDI in FMCG E ~•· 

ection Estimates 
yl(IO! Erroi: co;ions: 17 after adjustments 

IU(!c(l . d (lvalues shows standard errors 

~Eq·:L:cs:an========================f~~Jo·iiO\"ooootEU::oooqoo{I ::::f::::::==f=======j===::::j 
[i@l•I ===--------=====i~·[3.8~09~1~36c=r=====+====r====~ 

~ -IL=====------====j if3.174~07~9JL=t===~====t===~ -1.01827] 

~[NIQ'. -1 = ===========================j~~l.4~28~5~93t===t========l========~======~ ~============= = ±ti4~.3~98~11~1)= ~ ====+ ====t====~ 
=-================~0~.3g24~82t!]=~~===+ ===3===3 

~~--==-111==============ij2.~04~72~05~=+====~=== =3==== :rr J0.21220) 
( 9.647561 

i---- 12.67447 

DJ..L 0.002645 
NFDll l.J(LNGDP) "c:;..Corrcction: 0.013560 

3
" 

r.m• (0.32020) (0.0568 > I 
'cointEQ I [ 0.042351 f 0.04653] 

l.J(LNPCYJ 
0.004217 
005448) 
0.0774IJ 

-0030993 
(008007) 

D(LNFER) 
-0.151909 
0081091 

[-L87328j 
-0.152551 
(011919) 

-0.156957 -0.023805 
J0.47062) (0.08353) ~LNFDl(-1 )) 

-0.38706! [-1.27993] 

~LNGDP(-1 )) 

11 f--0 .28499] 
(-0.33351 -2 261880 

4 922080 4 753154 (859531) 
10.88319 (602374) (577454) -02631 5] -

U:LNPCY(-1] 

(-0.25485] O i09811 0.109820) (0~ 
0.315233 (0 39689) (0 3804t.~ 
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-9.328664 36.60487 -0.254848 
C(4) 

O 315233 2.236178 0.140969 
C(5) 

-0 141 330 0.596037 -0.237116 
C(6) 

-As the coeffictent of the Error correctton term is non 
negative and insignificant, it shows that there is no long-run 

relationship between FDI in Fast-movin . . g consurn 
and Gross domestic product, Foreign exchange rate er g0o,j1 
capita income. and Per 

Table-9: Results of Diagnostic Tests 

Jar ue-Bera Nonnali Test 
Heteroskedastici Test: Breusch- Pa11an-Godfre 
Breusch-Godfre Serial Correlation LM Test 

Normality, heteroskedasticity, and serial correlation were 
all investigated in the models (Table-9). The data was 
subjected to diagnostic tests, which demonstrated that both 
models are well-specified. The residuals were also shown 
to be normally distributed by diagnostic testing; 
homoskedasticity is not serially correlated. 

GRANGER CAUSALITY TEST 

The first row of the below table IO revealed that the null 
hypothesis, LNGDP does not Granger cause LNFDI is 
rejected, the level of significance is desirable. LNFDI does 
not Granger Cause LNGDP as the p-value is greater than 
0.05. In the second row the null hypothesis, lnpcy does not 

2.155 0.34 
0.7287 0.92 
2.2927 0 0568 

Granger Cause lnfdi, is accepted at O.Q3 percent 1 
significance and therefore, lnpcy Granger CalJSe eve1 of 
Therefore, there is a unidirectional causal relatio~nf~i. 
between lnfdi and lnpcy. In other words, PCY G~h,p 
causes FDI and not vice versa. &er 

The third row shows that the null hypothesis, LNFER does 
not Granger Cause LNFDI, is accepted, the lev 1 · d . bl L e significance 1s not es1ra e. NFER does not cause 
LNFDI. But FDI Granger Cause FER. Therefore, there . 
unidirectional causal relationship between FD! and FER. isl; 
other words, FDI Granger causes FER and not vice versa. 
So, there is not a unidirectional relationship. 

Table: 10 Granger Causality Tests Results 

Alternative Hvootbesism,1 I Observations 
Ln GDP Granger Cause In FD! I 17 
Ln FDI Granger Cause In GDP 
Ln PCY Gran2er Cause In FDI I 17 
Ln FDI ran2er Cause In PCY 
Ln FER Granger Cause In FD! I 17 
Ln FDI Granger Cause In FER 

CONCLUSION 

Johnson Co-integration test verifies that there is Co-
integration among Inflow of FDI, Per capita income, 
Foreign exchange reserves and GDP. As coefficient of the 
error correction term is non-negative and insignificant, it 
shows that there is no long-run relationship between FDI in 
Fast-moving consumer goods and Gross domestic product, 
Foreign exchange rate and Per capita income. 

Granger Causality test also confirms the inflow FDI in 
FMCG Sector has a unidirectional relationship with Per 
capita income, Gross domestic product and Foreign 
exchange reserves. FDI in FMCG does not Granger cause 
GDP and Per capita income but Foreign exchange rate shows 
causal relation with FDI. 
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