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India‟s retail sector is an evolving market. The sector will grow and develop over the 

next four to six decades, since consumers will earn more, those below the poverty line 

will cross over, the gains from economic growth will be felt more inclusively, etc. As 

more retailers enter the market and expand operations, consumers‟ buying patterns 

and shopping habits will also evolve. Retailers currently operating in the market, and 

those who plan to enter the market, will have enough time to understand local market 

dynamics, develop robust supply chains, establish formats and choose the right 

product assortment to meet the needs of diverse Indian consumers. 
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1. Introduction: 
India is one of the most desirable retail destinations in the world. India‟s twin growth 

engines of economic growth and demographic profile set it apart from other nations 

and present a compelling business case for global retailers looking to enter the market. 

India has a large and aspirating middle-class of 75 million households or 300 million 

individuals. Middle-class consumers want products which are value-driven. 

 

 India also has 500 million Indians under the age of 25. Young Indians are 

driving purchases in mobile phones, fashion, accessories, food and beverages, 

quick service restaurants, etc. Young Indians have access to more money than 

before and with this have come independence, aspirations and a demand for 

products. 

 

 According to the 2010 World Wealth Report by Capgemini and Merrill Lynch 

Wealth Management, the rise in the total number of millionaires (or Indians 

with investible assets, excluding main residence and consumer durables, of 

more than US$ 1 million) grew almost 51%, the second fastest in the Asia-

Pacific region. 

 

 The 700 million Indians residing in rural India are an opportunity that retail 

and consumer (R&C) companies cannot ignore. Penetration levels for several 

Abstract 
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products, such as personal care, hair care, skin care, consumer durables and 

electronics are low in rural India. Retail and consumer companies who localise 

their products for this market, with regard to price points, packaging, stock-

keeping units (SKU) size, promotion, will succeed. Since 2005-06, India has 

been growing at an average GDP of 8.6%. Foreign investment into India is 

increasing see fig.1, Indian companies are stepping outside their national 

borders to acquire companies overseas, incomes are increasing and capital 

markets are buoyant reflecting the strength of the company. The foreign 

Currency reserves have increased from 2 USD billion in 1991 to 310.5 USD 

billion in 2011 see fig.2 below. 

Figure 1: Foreign Investment USD million    Figure 2: Forex Reserve    (USD 

billion) 

 

 
 

Studies have also ranked Indian consumers as some of the most confident in the 

world. The more confident consumers are about the strength of the economy, their 

personal finances, their career growth, etc., the more they will increase their 

consumption, purchase non-essential products, experiment with products, brands, 

categories, etc. Strong and stable economic growth indicates a suitable atmosphere for 

organised retailing development. 

Figure 3: Strong and stable economic growth 

 

 

2. The Tax and Regulatory Framework : 

The following aspects of India‟s tax and regulatory framework, which is relevant to 

retailers either operating or setting up presence in India: 

• FDI policy framework 

• Direct tax framework 

• Transfer pricing framework 

• Indirect tax framework 
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• Tax issues faced by retailers operating in India 

 

Most major global brands and retailers who are not yet in India are assessing the 

market with keen interest, recognising its strengths as a retail destination. India‟s 

retail sector is not yet fully liberalised. That said, the entry of single brand retail in 

2006 is viewed as a major step forward towards liberalising the sector. Another 

development is the Committee of Secretaries‟ recommendation, in July 2011, of 

allowing FDI in multi-brand retail, subject to conditions. 

 

3. FDI in the retail sector benefit several constituencies and stakeholders 

The benefits of modern trade to India will positively impact several constituencies. 

FDI creates better retail infrastructure, which helps to support overall sector growth.  

3.1What are the benefits of FDI? 

 Access to funds; 

 Best practices transfer; 

 Supply chain mastery; 

 Reduced wastage in the food supply chain; 

 More products, better prices; 

 Boost to employment; 

 Higher levels of sourcing and exports; 

 Higher tax revenues. 

The following different constituents will get the benefits from FDI: 

3.1.1. Consumers 

Modern trade allows for an explosion of choice. Consumers can access products that 

improve the quality of life. Modern trade will benefit consumers in several ways: 

• Avail rationalised prices that better reflect market value due to competition; 

• Access better quality food products resulting from knowledge transfer regarding best 

practices in grading, sorting and processing techniques, the establishment of a robust 

cold chain system, etc. 

3.1.2. Government exchequer 

Modern trade players are tax-compliant and are large tax-payers. The organised retail 

sector also facilitates the generation of significant tax revenues through the building 

of a sophisticated supply chain. This impacts the logistics, transportation, 

warehousing, freight forwarding and other similar service sectors, all of which 

contribute to the exchequer through payment of indirect taxes, primarily the service 

tax. 

3.1.3. Farmers/producers 

Establishing an efficient supply chain that links farmers and small manufacturers 

directly with retailers, will maximise value for stakeholders. Together with back-end 

infrastructure, this will minimise wastage (especially of fresh foods and vegetables), 

increase farmers‟ realisations, encourage best practices in crop management and 

improve food safety and hygiene. While inefficiencies increase consumer prices, 

farmers suffer from extremely low realisations. 

3.1.4. Unorganised trade 

Kiranas (i.e., mom-and-pop stores) can exist alongside modern trade players and can 

explore partnership models (e.g., sourcing, franchise partners) in a rapidly changing 

retail environment. 

3.2. Why should the retail sector be liberalised?  

The next question now arises why should the retail sector be liberalised?  The answer 

can be read in the following discussion: 
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3.2.1. Reduce wastage across India’s food supply chain 

When entering new countries, most major food and grocery retailers engage and work 

with local farmers. Empirical studies in emerging market economies have shown that 

the growth of organised retail results in several eventualities: 

• Technology transfer 

• Improvements to the quality of produce locally available 

•Boosts to local economy since local suppliers are engaged and integrated into global 

retailers‟ food and grocery procurement practices 

• More competitively priced products 

3.2.2. Increase employment 

FDI in retail will generate employment since new entrants will need to hire staff. 

Current employees of unorganised retail players do not receive healthcare or other 

benefits. Once individuals become absorbed in retailer operations, they can access 

more equitable wages and benefits. Modern trade‟s effect will be most apparent at the 

bottom of the population pyramid, as it will unleash opportunities such as non-

agricultural employment for rural youth and a better quality of living for the existing 

agricultural society.  

3.2.3. Strengthen India’s position as a sourcing hub 

Global retailers have been sourcing from India for years and their retail presence in 

the Indian market will enhance exports from India, as they develop and leverage 

relationships with local suppliers. Most global retailers who have entered India have 

expressed their intentions to source and export a range of products from the country. 

The extent of sourcing from India will increase when global retailers are allowed to 

operate in the Indian market.  

 

4. Key success factors  

Key success factors are finding the right real estate, localising products and mastering 

the supply chain. Succeeding in  India‟s retail market is not easy given the following: 

 There is a large heterogeneous group of consumers who have significantly 

varying buying power. 

 The majority of Indian consumers are value-conscious. 

 India-based retailers with a first mover advantage have aggressive and 

ambitious expansion plans. 

 New brands are entering the Indian market Succeeding in India‟s retail sector 

is a combination of the following factors: 

4.1. Securing the right retail real estate 

When it comes to the retail sector, the most important aspect is the location of 

business. A fundamental aspect of retailers operations is the availability of good 

quality retail real estate. 

A few years ago, there were not enough retail real estate options and many retailers 

were forced to rent (high-priced) space that skewed their profitability metrics. Today, 

the scenario is different in that there are more retail real estate options to choose from. 

Positive market and consumer sentiments, the entry of new foreign brands, 

incumbents‟ expansion plans and increasing hiring needs are helping drive demand 

for retail space in Tier I cities. Industrial growth and expansion is also ensuring that 

several retailers are planning to expand operations to Tier II and Tier III cities given 

that there are aspirational consumers earning increased incomes who would like better 

access to products. 

4.2. Localising products to delight and excite Indian consumers 
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R&D, innovation and new product development are emerging as key drivers of 

success. As part of this effort, product localisation has emerged as a driver of sales, 

customer excitement, customer interest, etc. Indian consumers, while they want access 

to products available overseas, also want to feel that a product has been created 

especially for them. 

Localisation can take several forms which include but are not limited to the following: 

• Creating and launching products specifically for Indian consumers 

• Making changes to store layout to appeal to Indian consumers 

• Customising production or food preparation practices for cultural sensitivities and 

local palettes 

4.3. Mastering the supply chain as a driver of competitive advantage 

Mastery of supply chain dynamics is a critical enabler for the growth of modern trade. 

India is a large and fragmented country and the absence of strong infrastructure and 

logistics systems make it challenging to reach consumers located across vast 

distances. With the Indian government making investments into state highways, an 

overall decline of logistics costs is bound to occur. Studies suggest that logistics costs 

are between 10 to 12% of total GDP. 

 

Creating efficient supply chains and achieving competitive advantage for retailers is a 

function of the following: 

• Integrating vendor-managed inventory programmes with planning and forecasting 

processes; 

• Integrating components of the value chain; 

• Using a multimodal transport network; 

• Encouraging skill development; 

• Using innovative techniques such as use of voice-based solutions in retail logistics; 

• Leveraging technology. 

 

5. The Indian retail sector is one of the most exciting and under penetrated 

markets in the world 

Economy and demographics make India the envy of many nations. The Indian 

economy was liberalised in the 1990s and since then, the country has seen booming 

capital markets, the emergence of new industries, an evolution in consumer shopping 

habits, the entry of global companies, etc. India is a vibrant economy and since 2005-

06, has been growing at an average gross domestic product (GDP) of 8.6%. The six 

core industries of crude oil, petroleum refinery products, coal, electricity, cement and 

finished carbon steel grew by 6.8% in February 2011 as compared to 4.2 % in 

February 2010


. According to the Centre for Monitoring Indian Economy, private 

final consumption expenditure is projected to grow by 7.5%


. While the influx of 

foreign capital is increasing, Indian companies are also acquiring assets overseas. 

Also, the strength of the country is reflected in its growing personal income. The 

Indian government is supporting this growth through reforms and by improving the 

state of infrastructure (roads, highways, ports, airports, special economic zones, etc.). 

                                                 


 http://www.ibef.org/india/economy/economyoverview.aspx 


 http://www.ibef.org/india/economy/economyoverview.aspx 
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Powered by strong internal demand, the country has displayed robust growth which is 

likely to be sustained in the coming years. A large and educated middle-class and 

young consumers are helping drive demand across categories. Studies have also 

ranked Indian consumers as some of the most confident consumers in the world. This 

is based on the strength of the economy, personal finances, career growth, increase in 

consumption, purchase of non-essential products, brand awareness, etc. 

 

6. Unique Demography Makes India an Attractive Market 

Also, India‟s unique demography makes it an attractive market for companies 

operating across categories. These include apparel, footwear, accessories, mobile 

phones, personal care, food and beverages, hair care, etc. 

• Gross Domestic Product Per capita increased from 100(1991) to 3339(2011) see 

fig.4. India has a large and aspirational middle-class of 75 million households or 300 

million individuals, see fig.5. Generally, it referred to as the growth engine of the 

Indian Economy, the middle-class wants products which provide value for money.  

 

Figure 4:  GDP per capita                                 Fig. 5: Middle class consumers(million 

people) 

 
 

•  The average age of house owner in year was 45 in the year 1991. It reduced to 32 in 

the year 2011. It is a positive sign which indicates the purchasing capacity is 

increasing among youths.  India has a population of 500 million under the age of 25. 

These young Indians are independent, have high aspirations and access to money. 

Therefore, they drive purchases in mobile phones, fashion, accessories, food and 

beverages, quick service restaurants, etc. Refer   the following fig.6.   

 

Fig.5 Average age of house-owner(years)           Fig.6 Cellphone subscribers (Million 

People) 

 
 

• According to the 2010 World Wealth Report by Capgemini and Merrill Lynch 

Wealth Management, the rise in the total number of Indian millionaires with 

investible assets, excluding main residence and consumer durables of more than US$ 
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1 million, grew almost 51%. This is the second fastest in the Asia-Pacific region after 

Hong Kong.  

 

 

Figure 7: No. of Indians with  investible assets of over US$ 1 Million 

 
 

• India‟s rural population of 700 million presents an opportunity for R&C companies, 

which they cannot ignore. The agriculture sector has been witnessing record food 

grain output, giving a boost to agro-industries and rural incomes. But, penetration 

levels for several products, such as personal care, hair care, skin care, consumer 

durables and electronics are low in rural India. However, R&C companies, who are 

localising products for the Indian market (price points, packaging, SKU size, 

promotion, etc.), will succeed.   

 

Table 1: The details of India‟s Macro Economic data in different years. 

  

 

 

Figure 9 indicates that GDP 8.2% in the year 2011-12 is having lot of scope of the 

development of organised retail business in India. 

 

 



Online International Interdisciplinary Research Journal, {Bi-Monthly}, ISSN2249-9598, Volume-II, Issue-V, Sept-Oct 2012 
 

 
[ T y p e  t h e  c o m p a n y  a d d r e s s ]  

 
Page 210 

Figure 9: Indian Economy displays resilience in the midst of global crisis (GDP in %) 

 

 

 

Literracy rate is increasing from 52% in 1991 to 65% and the decreasing percentage 

of the ratio of below poverty line also provide the ground for the development of 

organised retail sector in India 

 

Table 2: Ownership of consumer durables by households in rural India 

   
7. India’s evolving retail sector is exciting and dynamic. 

PwC research indicates that India‟s retail sector is worth US$ 350 billion and has a 

low organised retail penetration (ORP) of 5 to 8%. Modern trade emerged during the 

90s, primarily in the food and grocery sector, and is now growing at a CAGR of 15 to 

20%. A large market potential for a range of categories is indicated by low ORP, 

increasing urbanisation, growing incomes, increasing consumer confidence, etc. 

India‟s retail sector comprises organised and unorganised participants. Given the size 

of the country‟s retail market, PwC research and other reports suggest that the 12 

million mom-and-pop stores comprising India‟s unorganised market can co-exist with 

modern trade players. The Power of India‟s Consumer Groups could be seen from the 

following figure 10. 
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Figure 10: The Power of India‟s Consumer Groups  

 

 

 

Recognising the long-term growth potential of India‟s retail market, some of the 

country‟s largest conglomerates have allocated billions of dollars to launch large scale 

retail initiatives that span cash-and-carry, food and grocery, books, music and leisure, 

gems and jewellery, footwear, apparel, accessories, etc. India-based retail incumbents 

are expanding their presence across a range of categories, experimenting with 

formats, launching private labels, strengthening supply chain systems and more. 

 

Global retailers are also assessing the Indian market with keen interest. They have 

recognised that the next wave of growth in terms of generating revenues, reaching 

new customers (including the large number of middle-class consumers) and 

harnessing research and development (R&D) and innovative skills will come from 

emerging markets. PwC‟s 14th Annual Global CEO Survey indicated that 93% of 

retail CEOs believed that they will expand their Asian operations over the next 12 

months. 

 

Whether global or domestic, retailers want to capitalise on the India growth story. An 

aspiring middle-class of 300 million consumers, a large demand-driven population of 

500 million young consumers and a relatively untapped rural population of 700 

million people constitute the growth story. Besides, a strong GDP growth, rising 

consumer confidence, consumption-based behaviour, increasing incomes and a large 
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pool of consumers have made India one of the world‟s most attractive retail 

destinations. 

 

Table 3: India’s retail fundamentals 

Market size    US$ 350 billion 

CAGR     15-20% 

Unorganised retail   12 million mom and-pop stores 

Organised retail 

Penetration    5-8 % 

Retail density    6% 

Contribution to GDP   14% 

 

Drivers fuelling the growth of the retail sector are below: 

8. Demand drivers: These are as follows: 

8.1. Demanding consumers:  
Indian consumers are demanding access to products and services that delight and 

excite them, are of good quality, and provide value for money. 

8.2. Increasing incomes:  
Strong GDP performance, capital market growth and the emergence of new industries 

are creating new millionaires and boosting income levels. This acts as an incentive for 

consumers to spend more on products. They are also experimenting with brands, 

trying new products, etc.  

8.3. Evolving consumption patterns:  
Traditionally, the focus of Indian consumers was on saving. However, positive macro-

economic fundamentals, an evolving retail market, lifestyle influencers, etc. are 

ensuring that consumers spend more across categories. Other aspects, like the 

emergence of double-income households, easier access to credit and society‟s 

acceptance of self-indulgence, are changing purchasing habits.  

 

9. Supply drivers: These are as follows: 

9.1. Expansion: The growth of modern trade and expansion plans are enabling 

consumers to easily access retail products and services across urban, Tier II and Tier 

III cities and towns. New entrants: Some of the world‟s largest and most prestigious 

brands and retailers have a presence in India. Most global retailers believe that the 

next wave of growth will come from the emerging market economies. Those who 

have not yet entered India are assessing the market with interest. 

9.2. Growth opportunities:  
Some high growth categories in the retail sector include the following: 

• Children‟s wear; 

• Accessories; 

• Consumer durables; 

• Leisure; 

• Apparel; 

• Footwear, etc. 

India‟s retail sector is an evolving market. The sector will grow and develop over the 

next four to six decades, since consumers will earn more, those below the poverty line 

will cross over, the gains from economic growth will be felt more inclusively, etc. As 

more retailers enter the market and expand operations, consumers‟ buying patterns 

and shopping habits will also evolve. Retailers currently operating in the market, and 
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those who plan to enter the market, will have enough time to understand local market 

dynamics, develop robust supply chains, establish formats and choose the right 

product assortment to meet the needs of diverse Indian consumers. 

Table 4 Opportunities exist across retail categories in India. 

 
 

10. Conclusion 

The Indian retail sector is evolving rapidly and those who enter the market now can 

learn about local dynamics, develop market insights and establish leadership 

positions. The discussion can be concluded as follows: 

a. Understanding consumers needs, preferences and wants 

• Consumers vary by region, state, city and street. It is critical to understand local 

market dynamics and ensure that product assortments at the store level can meet these 

needs. 

• Creating localised products will help drive purchases and increase sales. 

• Data derived from loyalty programmes will help retailers to understand consumer 

behaviour. 

b. Operating stores efficiently and profitably Mastering supply chain systems 

• Operating stores and managing operations will lead to cost competiveness. 

• Passing on the best prices to consumers include the following: 

- Finding the right merchandise mix for stores by catchment area; 

- Using IT to optimise systems; 

- Incorporating logistics, warehousing, transport and cold chain; 

- Reducing shrinkage; 

- Securing the right retail real estate. 

 

c. Serving value-aware consumers 
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• Indians are not always looking for a bargain. Recognising this, retailers and brands 

need to offer value in quality, style and price. 

• Offering a comprehensive range of food and non-food private labels will address 

this demand-supply gap in the market. Private labels will also become more 

sophisticated in their look-and-feel. Retailers will use their private label portfolios as 

a means of differentiating and standing out in the market. 

d. Evolving with the market 

• With the emergence of modern trade in the 90s, India‟s retail ecosystem is evolving 

rapidly. Good customer service policies, loyalty programmes and promotional offers 

will be a significant part of the retail landscape. 

• The sector will eventually liberalise and when it does, several benefits will flow to 

stakeholders (consumers, unorganised trade, farmers, producers, the exchequer, etc.). 

When the sector opens further, we expect to see some consolidation as market 

dynamics take over to create a more competitive marketplace. 

 

11. REFERENCES 

CRISIL Research(2009)-Retailing Annual Review  

 

HSBC Global Research(2007)-India Consumer Brands & Retail, October  

 

Tata Strategic Management Group(2006)-Organised Retailing in India: The next 

growth frontier 

 

The McKinney Quarterly(2007)-Tracking the growth of Indian Middle class, 

November  

 

Sinha, Vinod  Kumar, “Retailing in India: The Way Ahead” ICFAI Business School 

Raipur. 

 

Dutt, D.(2004), „An outlook for Retailing in India, Vision2005‟ (Form a presentation 

by KSA Technopak at MDI Gurgaon in January and February). 

 

Kotler, Philip (2000), Marketing Management, 10th Ed., Prentice Hall of India Pvt 

Ltd, New Delhi. 

 

Knight Frank India Research (Mumbai) (2002), „Searching for Space‟, Praxis 

Business Line, January. 

 

Chandrasekhar, Priya (2001), „Retailing in India: Trends and Opportunities‟, Business 

Line: Catalyst, February 15. 

 

Devasahayam, Madona (1998), „Big Deal‟, Praxis Quarterly Journal on Management, 

August, Vol.2, No.2. 

 

Majumdar, S.(2002), „FDI in Retailing: India as a supermarket‟, Business Line, 

Tuesday, Sep17. 

 

Kannan, S. (2001), „Huge potential awaits retailing‟, Business line, Thursday, 

September 13. 

 



Online International Interdisciplinary Research Journal, {Bi-Monthly}, ISSN2249-9598, Volume-II, Issue-V, Sept-Oct 2012 
 

 
[ T y p e  t h e  c o m p a n y  a d d r e s s ]  

 
Page 215 

Jagannathan, V.(2010), „Vivek‟s – a store more reputed than the brands it sells‟, 

Business Line, February 5. 

 

Bhushan, R.(2002), „The show begins here‟, Business Line, Thursday, December 26. 

 

Aroor, S. and Singh, S.(2004), „Market Dynamics: Cigarette Retailer as The New 

King‟, The Financial Express, Net Edition, May 4. 

 

Delhi Economic Indicators, 2000-2001. 

 

SPICE (2003), Vol. 1 No.7 

 

Gupta, R., „Pharma Retailing Gains Momentum in India‟, www.galtglobalreveiw.com  

 

Various Press Sources, The Economic Times, The Hindu Business Line, The Indian 

Express, The Hindu, The Business Standard 

 

Websites: 

www.commerce.nic.in,www.rediff.com,www.timesofindia.com, 

www.indiaretailing.com 

www.indianmba.com 

www.reuters.com  

www.economictimes.com  

www.ibef.org 

Jones Lang LaSalle, ‟Indian Real Estate: An Outlook on Industry Trends,‟ 2011 

www.hul.co.in/careers 

redesign/carreerschoices/researchanddevelopment/OverviewofResearchCentres/ 

www.timesofindia.indiatimes.com/articleshow/7289240.cms?prtpage=1 

www.articles.economictimes.indiatimes.com/2011-04-

06/news/29388975_1_innovation-centre-innovation-labs-innovationprocess 

Aashish Sood, Supply Chain Challenges in Indian Retail, May 2011 

www.ideasmakemarket.com/2011/05/supply-chain-challenges-in-indian.html 

Drivers shaping the smart supply chain, TCS, 2011 

www.tcs.com/whitepapers 

Neeraj Gandhi, IT innovations in Indian retail 

www.expresscomputeronline.com/20080107/market02.shtml (7 January 2008) 

Kanika Goswami, RFID Speeds Up Wills Lifestyle Business 

www.cio.in/case-study/rfid-speeds-wills-lifestyle-business 

Sneha Jha, Trent Strengthens Security with an Open Source Solution 

www.cio.in/case-study/ka-ching 

Varsha Chidambaram, With SaaS ERP, Oxford Bookstore increased its revenue by Rs 

3.4 crore 

www.cio.in/case-study/erp-solution-delivered-saas-style-bumped-oxford-bookstores-

revenue-rs-34-crores 

 

 


