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New age Indians are driving 
consumption to greater highs.

India’s young population, increasing 
DIÁXHQFH��FKDQJLQJ�OLIHVW\OH�DQG�
attitude towards spending and 
increasing availability in the smallest 
of the towns, is spiraling consumption 
and driving the retail market. The 
Indian retail market is thus expected 
to grow from about USD 550 Bn in 
2015 to an estimated USD 2,100 Bn 
by 2025, an almost four fold growth 
over a decade. Within the same period, 
organized retail is expected to grow 
seven fold and online retail, a mind 
boggling twenty six folds. However, 
given their small bases, the market will 
still be dominated by the traditional 
unorganized retail which is expected to 
grow at a healthy 13% per annum, and 
continue leading the market with 79-
80% share, even by 2025.

The anxiety that traditional 
unorganized retailer had about modern 
organized retailers wiping them out has 
settled to a large extent and the current 
fretfulness that organized retailers 
have about online players will subside 
soon as the online sector matures 
and grows past its initial discounting 
strategies. 

Though currently the level of 
collaboration between unorganized, 
organized and online retail channels is 
OLPLWHG�DV�WKH�PDUNHW�UHVKXIÁHV�DQG�
DOO�SDUWLFLSDQWV�DUH�WU\LQJ�WR�ÀQG�WKHLU�

Executive 
Summary

own ground, the scenario is going to 
dramatically change going forward. 
(DFK�FKDQQHO�ZLOO�GHÀQH�LWV�RZQ�
unique strengths and value proposition 
and will learn to coexist and grow 
SURÀWDEO\�ZLWK�WKH�RWKHU��GULYHQ�E\�WKH�
consumer’s inclusive retail approach. 
The consumer will seamlessly switch 
between channels depending on his 
needs and will not shun one for the 
other. His approach to channel selection 
will thus be “inclusive” and not 
“exclusive”. 

Wazir believes that the growth of 
organized and online retailers has 
expanded the market and has resulted 
in direct and indirect opportunities 
DQG�EHQHÀWV�IRU�WKH�VPDOO�WUDGLWLRQDO�
retailers. Wazir is certain that going 
forward this collaboration between 
retail channels will dramatically 
increase and coupled with the 
leveraging of their individual strengths 
will provide a transformational push 
for the sector. Like in most cases, 
the model of inclusive growth will be 
unique to India and will demand new 
levels of integration and co-operation 
with the brands acting as referees.

Risks can be divided and rewards 
multiplied if unorganized and 
RUJDQL]HG��RQOLQH�DQG�RIÁLQH�SOD\HUV�
collaborate to conquer the retail market 
in India. The market is large enough 
WR�IXOÀOO�WKH�DPELWLRQV�RI�HDFK�FKDQQHO�
and participant.
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Source: Wazir Advisors

India is one of the fastest growing retail 
markets in the world. The country 
boasts a population of 1.25 Bn with 
a large and growing middle class 
(households earning between INR 
150,000 / USD 2,500 and INR 850,000/
USD 14,200 per year1) of 640 Mn 
projected to reach 900 Mn by 2021. Add 
WR�WKDW�WKH�DJH�SURÀOH�RI�,QGLDQV������
below 25 years of age, and we have a 
winning recipe.

India’s retail market is expected to 
cross USD 2 Trillion by 2025 from 
the current market size of USD 

500-550 Bn. The Indian retail sector 
currently accounts for over 20% of 
the country’s gross domestic product 
(GDP USD 2.308 Trillion - Nominal, 
April 20152) and contributes 8% to 
total employment, employing an 
estimated 40-45 Mn people. There 
are an estimated 12-14 Mn retailers, 
making India a country with one of 
the highest retail densities. The sector 
is expected to grow at a CAGR of 
14% over the next 10 years and will 
remain one of the top growth markets 
globally, thus evincing keen interest 
from global players as well as Indian 

Landscaping the Retail Play

1 �6RXUFH��3URÀWDEOH�*URZWK�6WUDWHJLHV�IRU�*OREDO�(PHUJLQJ�0LGGOH��3Z&������
��6RXUFH��5HSRUW�RQ�6HOHFWHG�&RXQWULHV�²�,0)�����
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6RXUFH��:D]LU�$QDO\VLV�EDVHG�RQ�SXEOLVKHG�GDWD

conglomerates, looking at niche retail 
sectors. The projected growth in the 
sector will further create 10-12 Mn 
direct as well as indirect jobs by 
2025, as various associated sectors 
like warehousing and logistics, 
infrastructure etc. also get a boost 
from this retail growth.

Within retail, the organized segment 
is expected to grow at a CAGR of 
22%, much faster than traditional 
retail, which will grow at 13% CAGR. 
However even with high growth, the 
organized sector will capture just 
about 15% share of retail market by 
2025, up from 8% today. 

6RXUFH��,QWHUQHW�DQG�0RELOH�$VVRFLDWLRQ�RI�,QGLD��,$0$,�



The Indian Retail Medley: Coexistence and Growth of Unorganized, Organized and Online Retail

7

With a high growth retail market, 
the retail infrastructure in India is 
also going to improve. More than 
600 malls have come up in the last 
10 years with 100 plus malls having 
opened up in the last 24-30 months. 
Average leasable area of the malls 
has increased by over 35% in the last 
3 years. This is expected to further 
increase by about 20% over the next 
three years.

Online retailing in India has emerged 
strongly over the past few years 
on account of the digital revolution 
taking place in the country. India is 
expected to become the world’s fastest 
growing e-commerce market on the 
back of robust investment activity in 
the sector and the rapid increase in 
internet users.

The Indian e-commerce industry 
has grown rapidly in the last 5 years 
to reach USD 17 Bn in 2014. The 
segment is expected to grow to over 
USD 60 Bn by 2017, making India the 
fastest growing e-commerce market in 
the APAC region. While online travel 
dominates the e-commerce industry 
with ~70% market share, e-tailing 
has the second largest share of ~20%. 
The e-retail market is expected to rise 
from USD 3.5 Bn in 2014 to USD 5 Bn 
in 2015 to over USD 130 Bn by 2025. 
The e-retail market is thus the fastest 
growing segment online, and will 
continue to be the biggest e-commerce 
growth driver, with an expected 
CAGR of more than 60% over the next 
3 to 5 years and about 39% over a ten 

year period.

The major reasons for this growth is 
increasing penetration of technology 
in tier-II, tier-III and tier-IV cities, 
increased use of mobile internet, 
need for ease of shopping, heavy 
discounts offered by online portals, 
and better payment and return 
policies. Internet is changing the way 
people think, interact and consume. 
It touches every step of purchase 
cycle viz. ‘pre-purchase’, ‘purchase’ 
& ‘post-purchase’. In India, internet 
penetration currently at 19% is at the 
cusp of an exponential growth. 250 
Mn people are currently connected to 
the internet in India and this number 
is expected to reach 700 Mn by 2025.

Retail Market Drivers

1. 'HPRJUDSKLF�GLYLGHQG

India has the largest Gen Y 
population in the world. The 
median age in India is 27 years 
(compared to 37.6 years in the 
United States) and almost half 
the population is under 25 years 
old. As this population joins the 
workforce and gets more money 
in their hands, the retail spends 
increase.

��� ,QFUHDVLQJ�LQFRPHV�IXHOLQJ�
aspirations

Average Household Income of 
Indians is expected to grow three 
fold from USD 6,393 in 2010 
to USD 18,448 in 20203. With 

3 �6RXUFH��1&$(5
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increase in disposable incomes the 
aspiration levels are also spiraling 
upwards and private consumption 
is expected to increase from 
about 60% to 63% of GDP in the 
same period. This double impact 
of increasing incomes as well as 
expenditure / consumption is very 
favorable to the retail market 
economics.

Today consumers in even tier-
II, tier-III and tier-IV cities 
are spending much more on 
products and services, than they 
did a decade ago. These cities 
are emerging as “Hot-spot” of 
consumption both for brick and 
mortar and online retailers. 
Taking cue, organized retailers 
are targeting these cities with 
RSHQLQJ�RI�QHZ�VWRUHV��DQG�RIÁLQH�
retailers are improving their last 
mile delivery capability to be 
able to serve smaller and far-
ÁXQJ�PDUNHWV�FRVW�HIIHFWLYHO\��
Mall development activity is also 
picking up at rapid speed in these 
small towns & cities, creating 
quality space for retailers.

A key factor for growing 
consumption is the attitude shift 
amongst the Indian consumer. 
Their buying habits are shifting 
from need-based purchase to 
aspiration-based purchase and 
the “guilt” related to spending 
which was inherent in consumers 
of yesteryears has suddenly 
vanished. Further, the consumer’s 

product choice is becoming 
increasingly biased towards 
brands, across all categories from 
food and grocery to fashion and 
lifestyle and even services. Indians 
are now shifting from traditional 
to modern “branded” experiences.

3. 5XUEDQL]DWLRQ�DQG�XUEDQL]DWLRQ

While on one hand masses are 
moving from rural to urban areas 
looking for jobs, on the other hand 
rural areas are being infused 
with urban patterns and services 
(Rurbanization) and cities are 
HQJXOÀQJ�YLOODJHV�DV�WKH\�H[SDQG��
In 2011, 31% of India’s population 
was urban, up from ~28% in 20014. 
By 2030, 40% of the population is 
expected to be urban5. Between 
2001 and 2011, 32% urban growth 
ZDV�GXH�WR�UHFODVVLÀFDWLRQ�RI�
towns and expansion of urban 
areas, leading to explosive growth 
in farmland prices and rise of the 
“correlate” villagers. 

Rurbanization and Urbanization 
are putting more money in the 
hands of people and are creating 
new aspirations and new demand 
which when supported by 
better availability will increase 
consumption and hence the retail 
market.

4. ,QFUHDVLQJ�UHWDLO�UHDFK�WKURXJK�WKH�
online channel

While there was always latent 
demand even in underserved 

4 �6RXUFH��&HQVXV�,QGLD������
��6RXUFH��,QGLDQ�,QVWLWXWH�IRU�+XPDQ�6HWWOHPHQW�����
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areas, online retail with its added 
penetration has made all products 
available even in the remotest and 
smallest towns. This exponential 
availability has created its own 
demand. Today 50% or more sales 
for most online players comes 
from tier II cities and below 
and this percentage is expected 
to go up as the connectivity in 
small towns increases. Further, 
growth of mobile–commerce 
and use of native languages for 
communication will lead to new 
levels of technology led commerce.  

Summarizing, the retail market is on 
sound footing and though the market 
will have its own cycles of good and 
not so good times, from a medium 
to long term perspective the market 
outlook is very positive for 
all participants.
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&R�H[LVWHQFH�RI�8QRUJDQL]HG��
Organized and Online Retailers
The Indian market is unique in 
its own way and is a medley of 
extremes. On one side there are 
lakhs of street hawkers and small 
family run traditional stores with 
the most archaic retail practices 
and on the other side are the most 
technologically advanced players with 
complex algorithms to predict what 
consumers will want to buy in the 
future. Being the land of paradoxes 
that it is, it however has place for 
both. Wazir believes that  
the unorganized, organized and online 
players will co-exist in the Indian 
retail ecosystem and will expand the 
market for each other, as all have 
unique strengths and the sector is 
large enough to accommodate all 
participants. Wazir believes that 
unique partnership models will 
emerge as the retail market matures 
and this partnership will further 
push the sector growth. 

To a large extent this co-existence will 
be driven by the consumer who will 
not shun one channel for the other 
and will seamlessly switch between 
channels. The consumer’s approach 
to channel selection will thus be 
“inclusive” and not “exclusive”.

The point of view that as India 
becomes richer, its consumers would 
shirk roadside vendors, kiranas and 
other mom and pop stores to move 
to glitzy, air-conditioned stores with 

wide aisles and massive ranges has 
already been proven wrong. Small 
and medium retailers, continue to 
grow and dominate the market, 
while modern formats increase their 
footprint. The consumer shops at 
unorganized as well as organized 
stores based on his needs, convenience 
and perceived value proposition. The 
anxiety that traditional unorganized 
retailer thus had about modern 
organized retailers wiping them out 
has settled to a large extent.

Similarly, the whole anxiety that 
organized retailers have about online 
players eating into their markets 
will subside in the long run as the 
“discrepancies” across channels 
disappear and the play becomes 
fairer. Currently the tussle is not 
between channels but between the 
price propositions and various 
customer acquisition tactics adopted 
by the online channel. This is already 
seeing a phase out, as the sector 
matures. Online retailers too will 
have to establish a value proposition 
beyond price and compete on fair 
terms with other channels, with 
brand owners playing the referee. 

This co-existence of unorganized, 
organized and online retail can be 
seen in many other markets too. In 
WKH�WZR�GHFDGHV�VLQFH�&KLQD�ÀUVW�
opened its doors to Foreign Direct 
Investment (FDI) in the retail sector, 
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neighborhood markets have continued 
to coexist with big Chinese retail 
chains that have emerged. Organized 
retail has only been able to capture 
about 20-22% share of retail even 
after large global players focused 
on growth in the Chinese market. 
E-commerce further accounts for 10% 
of the organized retail sales in China.

In countries like Indonesia, South 
Korea and Brazil too, unorganized, 
organized and online retailers co-exist 
and compete under protection laws 
WKDW�GHÀQH�WKH�PDUNHW�IRU�HDFK��

Traditional / Unorganized 
Retail has Unique 
Strengths 

As against the concerns of many, 
Wazir believes that traditional 
unorganized retailers will continue to 
grow due to their inherent strengths 
and hyper convenience. There may 
EH�WHPSRUDU\�UHVKXIÁLQJ�RI�PDUNHW�
shares, the timing for which will vary 
from one micro market to another, 
and from category to category, but 
overall the absolute revenues for local 
stores will continue to grow. There 
may however be fewer new mom 
and pop stores as the organized and 
online retailers may capture the new 
demand that is generated. 

Detailed below are some of the unique 
strengths of unorganized retailers 
that will give them the required push 
for growth:

1. &RQVXPHU�SUHIHUHQFH�IRU�
traditional stores

A large number of retailers 
continue to prefer unorganized 
retailers over organized ones for 
the following reasons:

�� Convenience in terms of locational 
proximity and quick service

�� Credit facility provided 

�� Longer operating hours

�� Goodwill and relationship with the 
retail shop owner

�� Personalization in service

Traditional traders are also viewed 
as cheaper although this may 
not be the actual case. Modern 
organized stores comparatively 
offer greater variety but it is not as 
big a competitive edge as a cluster 
of stores, together, can offer 
almost the same range, especially 
in packaged products. Further 
traditional retailers do keep 
most of the high selling products, 
so except for some “long tail” 
products the perceived advantage 
is not very high. 

For shoppers in India, foods and 
other regular purchase items 
bought two to three times a 
week are generally purchased 
from traditional retailers. 
Supermarkets and other organized 
formats appeal more to the 
DIÁXHQW�FRQVXPHUV�DQG�IRU�EXON�
or less regular purchases such as 
packaged foods, certain FMCG 
goods and staples, such as rice 
and pulses. In general though, 
HYHQ�DIÁXHQW�FRQVXPHUV�SUHIHU�
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traditional stores, as they are 
closer to home and many even 
deliver the purchased items with 
no additional charge and with very 
little threshold bill value.

��� /RFDO�RULHQWDWLRQ�RI�VPDOO�UHWDLOHUV

The biggest strength and 
advantage that a small 
neighborhood retailer has over 
its larger competitors is its local 
orientation. Across categories, 
mom and pop stores offer a more 
localized assortment and service. 
This starts right from being close 
to their consumers, understanding 
their consumer tastes and needs 
and accordingly stocking the right 
merchandise.

3. )OH[LELOLW\

Retail is all about quick decision 
making and this is something 
that the unorganized retailers 
master at. Being mostly owner 
managed the decision-making 
time for a small retailer is very 
small as there is no organizational 
hierarchy to approve or disapprove 
decisions. Thus, a small retailer 
can quickly update stocks as 
per the changing demands of 
the consumer, hyper-localize his 
inventory and pricing decisions 
in an instant, something which 
organized formats will do in a few 
days or maybe weeks. Thus, the 
ORFDO�UHWDLOHU�LV�K\SHU�ÁH[LEOH�DQG�
responsive.

4. /RZHU�RSHUDWLQJ�FRVWV

Most unorganized stores are 

Local Unorganized stores
���&RQYHQLHQFH�
���&UHGLW�IDFLOLW\
3. Longer operating hours
���*RRGZLOO�DQG�UHODWLRQVKLS
����ZLWK�WKH�UHWDLO�VKRS�RZQHU
���3HUVRQDOLVHG�VHUYLFH

Organized retail stores
���$OO�XQGHU�RQH�URRI
���/DUJH�YDULHW\
���$PELHQFH
���2IIHUV�DQG�GLVFRXQWV
���2YHUDOO�H[SHULHQFH
���*RRG�TXDOLW\�DQG�VHUYLFH

TOP REASONS
WHY CONSUMERS PREFER:

CONSUMER THOUGHTS

39 years, female, Delhi
6KH�GRHVQ
W�H[SHFW�WKH�H[SHULHQFH�RI�VKRSSLQJ�
DW�ODUJH�UHWDLO�VWRUHV�WR�EH�VLJLQLILFDQWO\�
GLIIHUHQW�IURP�WKDW�EHLQJ�RIIHUHG�E\�ORFDO�
UHWDLOHUV��7KH�SULPDU\�IDFWRU�WKDW�GHFLGHV�
ZKHUH�VKH�VKRSV�LV�ORFDWLRQ�DQG�WKH�FRQYHQL�
HQFH�RI�D�TXLFN�FKHFNRXW�

32 years, female, Mumbai
:KLOH�VKH�VKRSV�DW�NLUDQD�VWRUH�IRU�GDLO\�
JRRGV��VKH�DOVR�ORRNV�IRUZDUG�WR�YLVLWLQJ�WKH�
ODUJH�IRUPDW�VWRUHV��/RFDO�VWRUHV�EHLQJ�VPDOO�
DQG�FUDPSHG��VKH�JRHV�WKHUH�NQRZLQJ�ZKDW�
VKH�ZDQWV��DQG�FDOOV�IRU�KRPH�GHOLYHU\�DW�RWKHU�
WLPHV��$W�WKH�ODUJH�IRUPDW�UHWDLOHU��VKH�ZDONV�
DURXQG��SLFNLQJ�DQG�FKRRVLQJ�LQ�D�OHLVXUHO\�
mode.

28, male, Pune
:KLOH�KH�KDV�D�EHWWHU�VKRSSLQJ�H[SHULHQFH�DW�
ODUJH�UHWDLOHUV��KH�GRHV�QRW�H[SHFW�WR�GUDVWL�
FDOO\�FKDQJH�WKH�ZD\�KH�VKRSV�DV�D�UHVXOW�RI�
it. 



The Indian Retail Medley: Coexistence and Growth of Unorganized, Organized and Online Retail

14

owned and managed by small 
business owners and their 
families, and many are operated 
within premises owned by the 
shop owner. Also, in general they 
have higher stocking density 
than modern stores which are 
very particular about the visual 
merchandising aspects. Organized 
players, on the other hand, are 
subject to high operating costs in 
the form of rentals and other store 
expenses like power, manpower, 
IT etc. Thus operating costs are 
low for unorganized stores and the 
HIÀFLHQFLHV�KLJK��JLYLQJ�WKHP�DQ�
edge.

Also as against the unorganized 
retailers, the organized segment 
typically has greater enforcement 
of taxation and better labor law 
adherence. 

Overall, though the gross margins 
of organized players are higher 
than unorganized players, the 
gross operating costs are even 
higher thus resulting in lower 
SURÀWDELOLW\�

��� Better control

One of the biggest hurdles in 
large-scale rollout faced by 
organized retailers loaded with 
money is the ability to tightly 
FRQWURO�IDU�ÁXQJ�VWRUHV�DQG�WKH�
limited “ownership” of professional 
managers. In unorganized retail, 
being owner managed, the 
control over everything is much 
better resulting in better and 
PRUH�HIÀFLHQW�RSHUDWLRQV��PRUH�

precise inventory planning, lower 
wastages and pilferages, etc. 

6. 3HQHWUDWLRQ�DQG�PDUNHW�VHJPHQWV�
catered to

Most organized formats still cater 
WR�WKH�DIÁXHQW�DQG�XSSHU�PLGGOH�
class families. However, there is a 
large population of lower income 
groups, daily wage earners and 
urban poor and their requirements 
DUH�VLJQLÀFDQWO\�GLIIHUHQW�IURP�
others. Local unorganized 
stores best understand their 
requirements and are suited to 
cater to their demands.

Further, organized formats also 
lack penetration into smaller 
markets and rural areas and 
are largely clustered across the 
ODUJHU�WRZQV��OHDYLQJ�D�VLJQLÀFDQW�
open market for the unorganized 
players. In fact, these mom-and-
pop stores continue to be the only 
point of sale in rural areas of the 
country, for most categories, be it 
FMCG, consumer goods or textile 
and apparel.

7. $ELOLW\�WR�RIIHU�DQG�PDQDJH�FUHGLW

The role of credit is still very high 
in the Indian market. There are 
large sections of people who only 
buy on credit, especially in the 
smaller towns, rural markets 
and even in markets catering to 
the lower income groups in large 
towns. Local mom and pop stores 
are a part of the social fabric of 
these areas and are able to give 
and manage credit well. These 
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markets thus are not easily 
penetrable for organized chains. 

Weakness Analysis

1. /DFN�RI�QHJRWLDWLQJ�SRZHU�ZLWK�
suppliers

Most unorganized retailers 
have lower gross margins than 
organized retailers due to the 
following reasons:

�� Higher negotiating power of the 
large organized retailers.

�� Investments made by organized 
retailers in the supply chain, 
resulting in value capture across 
the chain. Most supply chains 
in India were made to cater 
to the unorganized sector and 
ODFNHG�HIÀFLHQFLHV�WKXV�UHTXLULQJ�
organized retailers to invest to 
make the supply chain as per 
their needs.

Because of the above, organized 
retailers are able to offer 
better deals and discounts to 
the consumers and give a stiff 
competition to unorganized 
retailers.

Though there are sourcing 
alliances that have been formed 
between few unorganized retailers 
to negotiate with the suppliers, 
such alliances are still in their 
infancy and lack the power of 
large organized retailers.

��� /DFN�RI�HIÀFLHQW�UHWDLO�V\VWHPV

Modern retail organizations 

emphasize on increasing 
SURÀWDELOLW\�WKURXJK�HIÀFLHQW�
systems and best practices. Some 
of these include:

�� Focusing on increasing customer 
footfalls

�� Capturing higher share of 
customer’s wallet

�� Improving sourcing and inventory 
VWRFNLQJ�HIÀFLHQFLHV

�� Reducing supply chain wastages 
across the multiple handling 
points 

�� Improving product assortment, 
depth and width

�� Offering differentiated products 
and service

�� Enhancing the store ambience and 
displays

For most small scale unorganized 
retailers, these aspects are mostly 
fringe issues and are not focused 
upon much. Additionally, they are 
also not aware of how to address 
many of the above through use of 
latest technological tools that help 
UDLVH�HIÀFLHQF\�WKHUHE\�UHGXFLQJ�
operational costs.

However, the advent of organized 
large brands has educated the 
UHWDLOHUV�RQ�WKH�EHQHÀWV�DQG�
need to focus on better and more 
evolved retail systems. Many 
organized retailers, as detailed 
later in this paper, are themselves 
educating the small retailers on 
modern tools and the retail best 
practices.
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3. /DFN�RI�FUHGLW�IRU�PRGHUQL]DWLRQ�
and expansion

Still not given an industry 
status, though this has been a 
long-standing demand of the 
VHFWRU��LW�LV�YHU\�GLIÀFXOW�IRU�WKH�
small retailers to raise capital 
for modernization and growth. 
This negatively impacts their 
power to compete head on with 
the organized retailers backed by 
ODUJH�FRPSDQLHV�ZLWK�ÀQDQFLDO�
muscle.  

4. &RQVXPHU�UHTXLUHPHQW�IRU�EHWWHU�
experiences 

$V�EULHÁ\�GLVFXVVHG��FRQVXPHUV�
are now shifting towards better 
experiences and the traditional 
retailers may be losing out a set 
of customers who largely prefer 
experience over convenience. 
Especially for lifestyle products, 
this shift is more pronounced as 
the displays, the communication 
and the overall experience is far 
superior. 

To that extent many unorganized 
stores have upgraded themselves 
to give a modern look, feel and 
experience to its consumers and 
have reaped stupendous results 
to the tune of 20-100% increase in 
sales throughput.

Summarizing, the traditional 
unorganized retailers have unique 
strengths that they can leverage 
to grow in today’s market. It will 
however require adaptation to the 
new consumer realities and choices 
and retailers to open up to new ways 
of doing business, taking cue from  
the organized retailers. Those who 
will adapt to the new environment 
will prosper and those who do not 
may stagnate.  



The Indian Retail Medley: Coexistence and Growth of Unorganized, Organized and Online Retail

17

Organized and Online Retail 
DV�D�*URZWK�3ODWIRUP�IRU�
8QRUJDQL]HG�3OD\HUV
Growth of the organized market in 
India, nudged the unorganized small 
to medium retailers to undertake 
a number of steps to become more 
competitive and consumer centric. 
These range from adding new product 
lines and brands to better in-store 
displays and communication, store 
renovation, home delivery, credit 
sales, usage of in-store IT including 
automated billing machines and 
acceptance of credit cards. Further, 
this has led to the creation of a sub-
segment within the set of small 
retailers – the ‘independent modern 
retailer’. These are traditional family 
RZQHG�UHWDLOHUV�RU�ÀUVW�JHQHUDWLRQ�
entrepreneurs who have upgraded 
and modernized their stores and have 
increased their sales throughput to 
match or exceed the throughput of 
modern organized retailers. They 
now form a third segment within 
WKH�,QGLDQ�UHWDLO�PDUNHW��VLJQLÀFDQW�
enough for major retail companies 
and brands to take into consideration.

These independent retailers combine 
the shopping experience of the 
larger ‘organized’ counterparts 
with the convenience of traditional 
“mom & pop” stores, offering a 
varied set of add-on services such as 
home delivery, credit and discount 
programs. Independent retailers are 

spreading far and wide across retail 
sub-categories including apparel 
and accessories, jewelry, footwear, 
home products, consumer goods, fast 
food (QSR) and many more. Further, 
many of these have now expanded to 
open multiple stores, though largely 
localized in a given geography.

Additionally, beyond competition that 
is helping unorganized retailers raise 
WKH�EDU��WKH\�DOVR�WHQG�WR�EHQHÀW�IURP�
modern trade both directly as well 
as indirectly. The various avenues 
of partnership between unorganized 
retailers, organized retailers, online 
retailers and brands are detailed 
below.

Direct Partnership 
Opportunities between 
Unorganized Retailers 
and Organized and Online 
Retailers

1. 3DUWQHULQJ�WKURXJK�IUDQFKLVHHV

Collaboration between the large 
and small retailers is increasing 
LQ�HYHU\�ÀHOG��/DUJH�UHWDLOHUV�
are collaborating with small 
entrepreneurs to expand their 
reach in tier-II and tier-III cities 
through franchising route. Bata 
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ZDV�DPRQJ�WKH�ÀUVW�IUDQFKLVRU�LQ�
India, and the market has since 
then matured to offer thousands 
of franchising opportunities across 
various categories and formats. 
Franchising is seen as a route for 
brands and retailers to quickly 
expand without much capital 
deployment. Franchisees get 
the advantage of small business 
RZQHUVKLS�VXSSRUWHG�E\�EHQHÀWV�
of a big business network and 
the assistance provided by the 
franchisor in the initial training 
and business startup. 

In India, only 4-5% of total retail 
sales (organized & unorganized) 
totaling about USD 25 Bn is 
driven through the franchising 
route, as against 50% in US, 
indicating huge potential for the 
market in future. The Indian 
franchising industry is growing at 
about 35% per annum driven by 
growth of existing players as well 
as new entrants, both Indian and 
International.

The rate of success in franchising 
is higher than a start-up business, 
as franchisors have developed 
work practices and management, 
proven systems and processes and 
ongoing training and support for 
the franchisees.

��� 2QOLQH�0DUNHW�SODFHV��D�QHZ�
OHYHUDJH�IRU�VPDOO�VFDOH�EXVLQHVVHV

The success of the online 
marketplace in India has 
encouraged several small 
entrepreneurs and businesses to 
build their presence online and 
EHQHÀW�IURP�LW�

�� In addition to the extensive reach 
of the online retailers, these 
small to medium scale business 
have also been able to piggyback 
on the existing supply chain 
infrastructure and marketing 
and advertising campaigns of the 
e-commerce companies. Today 
the market is much more leveled 
for smaller players than it ever 
was and many small businesses 
have been able to do very well for 
themselves, driven by the growth 
of the online channels. Brand 
building, supply chain and front-
end capabilities building that 
required time and resources, now 
come without much effort and 
open a huge market ready to be 
tapped.

�� Technology / E-commerce/ 
Digitization also offer several 
EHQHÀWV�WR�VRFLHW\�HQDEOLQJ�
uninhibited growth of 
entrepreneurial ventures, 

6RXUFH��3XEOLVKHG�GDWD
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creating an inclusive ecosystem, 
and promoting SME growth. 
Technology is creating new 
avenues of income for small 
entrepreneurs, right from 
restaurant owners to taxi drivers 
to other SME and MSMEs.

As such, SMEs across the country 
have embraced the e-commerce 
model to reach out to and sustain 
themselves in both domestic and 
international markets.

Online retail has provided that 
platform to unorganized retail, 
that it always wanted and will 
help the local retailer reach out to 
consumers across the markets.

3. Online aggregators and social 
GLVFRYHU\�SODWIRUPV

The second wave of e-commerce 
companies comprised of 
aggregators and social discovery 
platforms. These allow consumers 
to discover products, offers and 
updates from brands and stores 
around them, across segments 
like Fashion, Home Décor and 
Lifestyle, Restaurants and 
QSRs etc. These companies gave 
visibility to small formats stores 
and created a new platform for 
them to market their products 
and services, bringing in new 
consumers and sales. A case in 
point is Zomato which changed the 
fate of many a small restaurants 
and eateries, increasing their 
business many-folds.

Using these platforms, each 
business can obtain access to a 

S U C C E S S  S T O R I E S

6DFKLW�6KDUPD�ZDVQ·W�YHU\�VXFFHVVIXO�ZLWK�KLV�
ZKROHVDOH�DQG�UHWDLO�VDUL�EXVLQHVV��+RZHYHU��

VLQFH�PRYLQJ�RQ�WR�DQ�RQOLQH�PDUNHWSODFH�WR�VHOO�
KLV�VDULV��KH�KDV�ZLWQHVVHG�D�����\�R�\�UHYHQXH�
JURZWK��+H�QRZ�VHOOV�KLV�JRRGV�RQOLQH�DQG�H[SHFWV�

UHYHQXH�WR�ULVH������LQ�WKH�QH[W���\HDUV�

+LQD�+XVVDLQ��EDVHG�RXW�RI�/XFNQRZ��ZDV�D�
KRXVHZLIH�ZDQWLQJ�WR�GR�VRPHWKLQJ�ZLWK�KHU�IUHH�
WLPH��6KH�VWDUWHG�VHOOLQJ�FKLNDQNDUL�SURGXFWV�
RQOLQH�DQG�VRRQ�GLVFRYHUHG�WKDW�KHU�UDQJH�ZDV�
Á\LQJ�RII�YHU\�IDVW��6KH�VWDUWHG�KHU�RZQ�VPDOO�
PDQXIDFWXULQJ�XQLW�DQG�WRGD\�VHOOV�WKURXJK�

PXOWLSOH�ZHEVLWHV�

3UDWHHN�&KDGGD�VHOOV�FRPSXWHU�SDUWV�DQG�
DFFHVVRULHV�IURP�KLV�VHFRQG�ÁRRU�VKRS�LQ�1HKUX�

3ODFH��:KLOH�WKRXVDQGV�YLVLW�WKH�PDUNHW�GDLO\��RQO\�
D�IUDFWLRQ�FOLPE�XS�WR�YLVLW�KLV�VWRUH��7R�RYHUFRPH�

WKH�ORFDWLRQDO�FKDOOHQJH��3UDWHHN�UHJLVWHUHG�
KLV�ÀUP�DV�D�VHOOHU�RQ�D�QXPEHU�RI�RQOLQH�

PDUNHWSODFHV��7RGD\��RYHU�����RI�KLV�VDOHV�FRPH�
IURP�RQOLQH�PDUNHWSODFHV�

*DULPD�6HWKL�VWDUWHG�KHU�GHVLJQLQJ�ERXWLTXH�LQ�
0XPEDL�DQG�WLHG�XS�ZLWK�DQ�RQOLQH�VLWH�WR�VHOO�KHU�
GHVLJQV��,Q�DGGLWLRQ�WR�PDUJLQV�UDQJLQJ�IURP����
�����YLVLELOLW\�IRU�KHU�EXVLQHVV�KDV�PXOWLSOHG�DQG�
VR�KDV�VDOHV��+HU�SURGXFWV�DQG�KHU�EUDQG�QDPH�

DUH�ZHOO�UHFRJQL]HG�QRZ�

7DULT�$KPHG�RZQV�D�KDQGLFUDIW�EXVLQHVV�ZKLFK�
he moved online to increase domestic presence. 
(DUOLHU��KH�RQO\�H[SRUWHG�KLV�SURGXFWV��+RZHYHU��
VLQFH�PRYLQJ�RQOLQH��KH�LV�DOVR�DEOH�WR�WDS�WKH�
GRPHVWLF�PDUNHW�DQG�KDV�VHHQ�D�JURZWK�RI�

DSSUR[LPDWHO\������LQ�UHYHQXH�

,Q�������.DQLND�$URUD�SXW�XS�D�IHZ�SLHFHV�RI�VHOI�
GHVLJQHG�MHZHOOHU\�RQOLQH��7RGD\��VKH�KDV�D�VPDOO�
EXVLQHVV�VHOOLQJ�KDQGPDGH�MHZHOOHU\�RQOLQH��:KLOH�

initially she did not have the means to start a 
SK\VLFDO�VWRUH��QRZ�VKH�GRHV�QRW�SODQ�WR�KDYH�RQH��

DV�WKH�RQOLQH�PDUNHWSODFH�KDV�EHFRPH� 
KHU�EXVLQHVV�SODFH�
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GHGLFDWHG�SURÀOH��ZLWK�FRPSOHWH�
control over the content and an 
interface to update the same 
thereby expanding the horizon of 
small local retailers beyond brick 
& mortar.

Further, it is not just the pure-
play online players that are 
creating e-commerce opportunities 
for the retailers, but even the 
brands. HUL recently launched 
Humarashop.com as a pilot to tap 
the grocery segment. HUL not 
only helps the ‘kirana’ retailers 
have an online presence by 
creating a different page for each 
store, but also carries out the 
delivery for them. Humarashop.
com promises to deliver any 
product in just two hours 
anywhere in the city. Meanwhile, 
other players such as Godrej and 
Marico are also mulling an online 
play.

4. Local stores as delivery 
DQG�SLFNXS�SRLQWV

Adding a new dimension, the 
small unorganized stores are now 
being looked at as delivery and 
pickup points for online players. 
Smaller cities accounted for nearly 
55% sales of large online retailers 
in the country in 2014, making 
LW�QHFHVVDU\�IRU�WKHVH�ÀUPV�WR�EH�
able to deliver products in time to 
their customers in these locations. 
Amazon is piloting the express 
delivery service called KiranaNow 
in Bangalore and promises 
delivery within 4 hours. Many 
other leading online players are 

also formulating similar strategies 
looking at the deep penetration of 
small retail stores. This will add a 
new line of revenue for the small 
retailers.

%HQHÀWV�RI�*URZWK�RI�
Organized and Online 
Retailers to Unorganized 
Retailers

1. Technology adoption

Earlier, small retailers managed 
their business personally and 
management evolved with time. 
These businesses were passed 
on from generation to generation 
within a family and were closely 
held. There was little use of 
technology or modern retail 
systems and this was not just a 
factor of the retailers’ mindset, but 
also the costs involved. Generally, 
small and medium retailers did 
not have affordable tools to create 
productive insights or extract 
important information from huge 
amount of transactional data 
that was being captured in their 
business. And this information is 
very important for a business to 
derive strategies for its growth.

Growth of modern retail and its 
large-scale use of technology has 
set in economies of scale and has 
lowered the cost of technology, 
both hardware and software, 
and many other retail inputs. 
Also, the organized retailers    
have led to the development of 
better local solutions, which are 
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more customized to the Indian 
markets. The new generation 
entrepreneurs are well aware 
of the need of technology to 
scale up their business and are 
therefore incorporating them into 
their business. Advancement of 
technology is helping the small-
medium players to grow rapidly 
and compete with the larger 
brands that have been using these 
technologies for years now.

Common areas where a small 
retailer can use technology to 
LPSURYH�HIÀFLHQF\�

�� Merchandising and range 
planning

�� Pricing and promotions 
management

�� Inventory management

�� Supply chain management

�� Customer relationship 
management

�� $FFRXQWLQJ�DQG�ÀQDQFH

��� ,PSURYLQJ�WKH�VXSSO\�FKDLQV�IRU�
smaller retailers and helping them 
EHFRPH�PRUH�´RUJDQL]HGµ

The traditional retail model from 
SURGXFHU�WR�FRQVXPHU�LV�ÀOOHG�
ZLWK�LQHIÀFLHQFLHV��EHFDXVH�RI�
ZKLFK�WKHUH�DUH�UHGXFHG�SURÀWV�IRU�
the retailer. For small retailers, 
their problems are compounded 
E\�ODFN�RI�UHVRXUFHV�OLNH�ÀQDQFH�
and knowledge of technology, that 
further limits their ability to grow 

the business.

In the Indian retail sector, 
VLJQLÀFDQW�ORVVHV�DUH�LQFXUUHG�
across the supply chain due to: 

�� Multiple intermediaries

High number of  aggregators, 
wholesalers,  stockists, etc. 
between the producer and the 
retailer all adding to the overall 
margin structure.

�� Multiple handling points

High wastages due to multiple 
handling points specially in 
perishables and commodities.

�� 3RRU�LQIUDVWUXFWXUH�	�LQHIÀFLHQW�
supply chain

Damages, pilferages and 
spoilage due to unavailability of 
appropriate storage and protection 
facilities.

Organized retailers have been 
trying to improve the situation and 
UHGXFH�VXSSO\�FKDLQ�LQHIÀFLHQFLHV�
by:

�� Upgrading  infrastructure

By investing capital for proper 
handling and storage to reduce 
wastage and by collaborating 
with large suppliers to reduce 
intermediation.

�� Innovation

In various technologies that make 
the supply chain more responsive 
and transparent, thereby reducing 
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the distortions created by the 
intermediaries. Also, innovations 
in product packaging and handling 
to reduce in-transit damages and 
pilferages and increasing the shelf 
life of products.

A resultant of this improvement 
in supply chain is that the small-
XQRUJDQL]HG�UHWDLOHUV�DOVR�EHQHÀW�
from the overall betterment of the 
ecosystem and get a good price 
and reliable supply by leveraging 
systems developed for organized 
retail.

3. &DVK�DQG�&DUU\�VWRUHV�DUH�
RUJDQL]LQJ�WKH�ZKROHVDOH�PDUNHWV

Cash and Carry stores that cater 
to traders, small local shops, as 
well as larger businesses, are 
creating a new set of opportunities 
by organizing the unorganized 
supply chain for the small 
retailers. Small stores, which 
dominate the current retail 
landscape in India, do not have 
WKH�EHQHÀW�RI�HFRQRPLHV�RI�VFDOH�RU�
the negotiating power, thus having 
a limited selection of products and 
little price advantage. Further, 
WKH�VXSSO\�FKDLQ�KDV�ORZ�ÀOO�UDWHV��
VSHFLÀFDOO\�IRU�UHPRWH�DUHDV��&DVK�
and Carry wholesalers invest in 
FUHDWLQJ�EHWWHU�DQG�PRUH�HIÀFLHQW�
supply chains with minimal 
intermediaries thus getting rid of 
WKH�KLJK�GLVWULEXWLRQ�LQHIÀFLHQFLHV��
leading to higher retail margins 
for the small shopkeepers. 

Cash and Carry players are 
pushing their private labels 

through the kirana stores rather 
than the modern retailers. Many 
retailers now stock private 
labels from Metro Cash & Carry, 
Walmart and other organized 
wholesale players and earn much 
higher margins than what popular 
national brands offer. While this is 
still limited to certain categories, 
consumer’s recognition of the Cash 
and Carry players gives credence 
to their private labels and helps 
the small retailer sell those 
ZLWKRXW�PXFK�RI�D�GLIÀFXOW\��7KH�
gross margins in certain categories 
could be as much as 100% higher 
than what national brands offer, 
and small retailers tend to gain 
immensely.

Further, to make the small 
retailers more competitive and in 
sync with the changing trends, 
Cash and Carry stores are taking 
various steps to help unorganized 

6RXUFH��Q[WLQVLJKW�FRP��3��3ODQQHG
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retailers understand the modern 
retail techniques. Cash and Carry 
stores are grooming the small 
retailers to:

�� Understand evolving market, 
study consumer needs and 
improve store assortment, and 
hygiene

�� Improve store layout and visual 
merchandising. Understand and 
implement planograms

�� Manage inventory in a more 
HIÀFLHQW�ZD\�WKHUHE\�IUHHLQJ�WKH�
cash locked up in inventory

�� Improve store communication, 
promotions and customer service

4. Brands helping small retailers 
WUDQVIRUP�VWRUHV�

Globally, as well as in India, 
organized retailers across 
categories and formats have 
always promoted private labels 
and own brands, which take 
away share from distributed 
national brands. Private labels 
also act as a lever for negotiations 
with national brands and help 
the retailer get an upper hand 
in terms of negotiating power. 
National brands thus took the 
alternate route of promoting 
and supporting unorganized 
stores with the purpose of 
helping them compete and grow 
with the organized players 
thus maintaining the power 
balance. A case in point is the 
Consumer Packaged Goods 
(CPG) brands that have actively 

worked with local kirana stores 
for modernization, in lieu of 
shelf space and / or preferential 
consumer data.

About 5 years back HUL started 
the “perfect stores” program where 
it attempted to transform nearly 
20,000 mom-and-pop stores and 
chemists selling its brands in 
72 cities into one resembling an 
organized retail store chain. These 
“perfect stores” have set plans for 
À[WXUHV�DQG�SURGXFWV�GLVSOD\�DQG�
help the customer better navigate 
the store, thereby increasing 
sales. Between 2010 and 2014, 
more than a million stores were 
converted into “perfect stores”. 
While the transformation has 
helped retailers increase sales, 
they have also helped HUL brands 
increase their sales from these 
stores thereby creating a win-win 
situation for all stakeholders. 

��� 6SDFH�OHDVLQJ�E\�VPDOO�UHWDLOHUV

Getting consumer eyeballs is 
becoming critical for brands and 
no space is considered too small, 
particularly those generating 
consumer footfalls. As a result, 
mom-and-pop stores can now earn 
rentals with in-store branding 
of large brands. Such marketing 
techniques make business sense 
for both the brand, given its 
YLVLELOLW\�EHQHÀW�DW�WKH�SRLQW�RI�
sale, as well as the retailer, given 
the additional income.

/DUJH�)0&*�ÀUPV�DV�ZHOO�DV�
consumer goods companies use 
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this advertising space very 
effectively, connecting not just 
with their customers, but also 
keeping the small retailers happy. 
This form of advertising is also 
EHQHÀFLDO�LQ�SURPRWLQJ�QHZ�
product launches as well as new 
schemes, given the direct touch 
point with the end customer at the 
point of sale.

6. Brands using organized and 
XQRUJDQL]HG�UHWDLOHUV�IRU�
improving penetration

Most brands have realized that the 
Exclusive Brand Outlets structure 
is good for brand building but 
cannot be used to penetrate the 
smaller towns where demand may 
be less than threshold to make the 
store commercially viable. Thus, 
while there was a time when 
prominent brands were focusing 
on EBOs and modern trade, most 
have now balanced their channel 
structure and added traditional 
retailers to penetrate the markets 
deeper. 

7. Partnering to overcome other 
LQIUDVWUXFWXUH�EDUULHUV

A number of other major barriers 
WR�SURÀWDEOH�UHWDLOLQJ�VWLOO�H[LVW�LQ�
India. These include regulatory 
FKDOOHQJHV��WD[�LVVXHV��LQHIÀFLHQW�

transportation network, supply 
chain complexities, etc. All of 
these, together or individually, 
place substantial burden on small 
and medium retailers who do not 
have the volumes to overcome 
WKHVH�KXUGOHV�WR�SURÀWDELOLW\��

Some of these issues, though, 
may be tackled by partnering 
with larger brands and retailers 
WKDW�RIIHU�HIÀFLHQW�VXSSO\�FKDLQV��
ÀQDQFH��DGYDQFHG�0,6�V\VWHPV�
and synergies of scale to overcome 
these barriers. Additionally, the 
advent of e-commerce has also 
made a number of these issues 
redundant.

In conclusion, the unorganized 
retailer is here to stay and prosper 
and the overall growth of retail and 
advent of organized formats and 
online players will open up more 
opportunities for the smaller players. 
The sector just needs to be aware 
of its competitive advantages and 
understand the shifting consumer 
preferences, thereby adapting their 
offering to make it more relevant for 
the new Indian.
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The Confederation of Indian Industry 
(CII) works to create and sustain 
an environment conducive to the 
development of India, partnering 
industry, Government, and civil 
society, through advisory and 
consultative processes.

CII is a non-government, not-for-
SURÀW��LQGXVWU\�OHG�DQG�LQGXVWU\�
managed organization, playing a 
proactive role in India’s development 
process. Founded in 1895, India’s 
premier business association has 
over 7400 members, from the 
private as well as public sectors, 
including SMEs and MNCs, and an 
indirect membership of over 100,000 
enterprises from around 250 national 
and regional sectoral industry bodies.

CII charts change by working closely 
with Government on policy issues, 
interfacing with thought leaders, and 
HQKDQFLQJ�HIÀFLHQF\��FRPSHWLWLYHQHVV�
and business opportunities for 
industry through a range of 
specialized services and strategic 

global linkages. It also provides a 
platform for consensus-building and 
networking on key issues. 

Extending its agenda beyond 
business, CII assists industry to 
identify and execute corporate 
citizenship programmes. Partnerships 
with civil society organizations carry 
forward corporate initiatives for 
integrated and inclusive development 
across diverse domains including 
DIÀUPDWLYH�DFWLRQ��KHDOWKFDUH��
education, livelihood, diversity 
management, skill development, 
empowerment of women, and water, 
to name a few.

:LWK����RIÀFHV��LQFOXGLQJ���&HQWUHV�RI�
Excellence, in India, and 7 overseas 
RIÀFHV�LQ�$XVWUDOLD��&KLQD��(J\SW��
France, Singapore, UK, and USA, 
as well as institutional partnerships 
with 300 counterpart organizations 
in 106 countries, CII serves as a 
reference point for Indian industry 
and the international business 
community.

Confederation of Indian Industry, The Mantosh Sondhi Centre,  
23, Institutional Area, Lodi Road, New Delhi – 110 003 (India)

T: 91 11 45771000 / 24629994-7   |   F: 91 11 24626149

E: info@cii.in  |  W: www.cii.in
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At Wazir, we specialize in advising 
Indian and International companies to 
conceptualize, create and compete in 
consumer facing sectors.

From Indian to International corporates, 
from Private Equity groups to family 
owned businesses, our work centers 
around enabling our clients make 
the right moves – from strategy, to 
implementation, to value delivery and in 
EXLOGLQJ�EHQHÀFLDO�DOOLDQFHV�

We possess more than 400 man-years 
of cumulative team experience across 
industries, geographies and economic 
conditions. We leverage this to value 
add and get that edge in your business. 
Powered by our deep insights into the 
Indian consumers, spread across age, 
social strata, gender and geography, we 
put the consumer at the center of the 
decision making process and bring a 
unique outside-in perspective, imperative 
for success in a hyper competitive market.
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,QGXVWULHV�ZH�VSHFLDOL]H�LQ�

The industries below have been our 
primary focus for the past several years.

�� Retail

�� Packaged Consumer Goods

�� Fashion & Lifestyle

�� Consumer Electronics

�� Beauty & Wellness Services 

�� Food & Beverages

�� Automobiles

�� Education 

�� Healthcare  

�� Financial Services






