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Abstract 

Retai ling  in India  is one of the pillars of its economy and accounts for about 10 percent 

of its GDP. The Indian retail market  is estimated to be US$ 600 billion and one of the 

top five retail markets in the world by economic value. India is one of the fastest growing 

retail markets in the world, with 1.2 billion people. In November 2011, India 's centra l 

government  announced retail reforms fo r both mult i -brand stores and the 

Indian retail industry has emerged as one of the most  dynamic and fast -paced 

industr ies due to  the entry o f several new players.  I t  accounts for over 10 per  

cent  of the country‘s Gross Domest ic Product  (GDP) and around 8 per cent  of 

the employment .  India is t he wor ld‘s fifth - largest  global dest inat ion in the 

retail space.  This paper is go ing to  study the major factors responsible for  

the growth of organised retail  in India.  

1. Introduction  

India is the country having the most  unorganized retail market .  Tradit ionally 

it  was a family's live lihood, with their shop in the front  and house at  the 

back, while they run the retail business.  More than 99% retailer 's funct ion in  

less than 500 square feet  of shopping space. Global retail consu ltants KSA 

Technopak have est imated that  organized retailing in India is  expected to  

touch Rs.35,000 crore in the year 2005-06.  

Retai ling  in India  is one of the pillars of its economy and accounts for about 10 percent 

of its GDP
12

. The Indian retail market  is estimated to be US$ 600 billion and one of the 

top five retail markets in the world by economic value. India is one of the fastest growing 

retail markets in the world, with 1.2 billion people
3
 

4
. In November 2011, India 's  
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central government  announced retail refo rms for both mult i -brand stores and 

the Indian retail industry has emerged as one o f the most  dynamic and fast -

paced industr ies due to  the entry o f several new players.  It  accounts for over  

10 per cent  of the country‘s Gross Domest ic Product  (GDP) and around 8 per  

cent  of the emplo yment .  India is the world‘s fift h - largest  global dest inat ion 

in the retail space.  

The Indian retail sector is est imated at  around Rs 900,000 crore,  of which the 

organized sector accounts for a mere 2 per cent  indicat ing a huge potent ia l 

market  opportunity that  is  lying in t he wa it ing for  the consumer -savvy 

organized retailer.  Purchasing power o f Indian urban consumer is  gro wing 

and branded merchandise in categor ies like Apparels,  Cosmet ics,  Shoes,  

Watches,  Beverages,  Food and even Jewellery,  are slowly becoming lifestyle 

products that  are wide ly accepted by the urban Indian consumer.   

Indian retailers need to  advantage o f th is growth and aiming to grow, 

diversify and introduce new formats have to  pay more at tent ion to  the brand 

build ing process.  The emphasis here is  on retail as a brand rather than 

retailers selling brands.  The focus should be on branding the retail business 

it self.  There is no doubt  that  the Indian retail scene is booming. A number o f 

large corporate houses —Tata's,  Raheja 's,  Piramals 's,  Goenka's —  have 

already made their foray into this arena, with beauty and health stores,  

supermarkets,  self-service music stores,  new age book stores,  every-day- low-

pr ice stores,  computers and per ipherals stores,  office equipment  stores and 

home/building construct ion stores.  Today the organized players have 

attacked every retail category.  

Retailing in India is the largest  pr ivate sector and second to agriculture in 

employment .  India has highest  retail out let  density –Around 1.5 retail crore 

retail out let .  The retail sector contributes about  10 -11%to Indian GDP and it  

is  valued at  an est imated Rs.93000 crore out  of which organi zed retailing 

industry around Rs.35000 crore.  

Organized retailing is pr imar ily urban centric,  it s share as represented in 

urban scenar io is pro jected to  be 12 to  20% Growing at  more than 30%, the 

organized sector is der iving the retail growth in India and contr ibutes 

significant ly to  the growth of economy. According to  the study done by the 

"Associate Chambers o f Commerce and Industry" it  is that  annual retail sales 

reached $17billion by the year 2010, the retail sector in India has the 

potent ial to  reach $270-280 billion do llar.  

Dr Vishal Bishno i(2009)
5
 in his paper ―“Effect  of Organised Retail on Un-

organised Retail with reference to  Indian Scenar io‖ ment ioned that  India is  
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the country having the most  unorganized retail market .  Indian retail market  is  

preliminary character ized as Mandis and /or weekly Bazaars,  where 

vegetables,  grocer ies,  and other day-to-day it ems were so ld,  later smal l 

stores came up at  corners o f the st reets or resident ial co lonies which were 

popular ly known as Kirana stores now also referred as ‗Mom and Pop 

Stores‘.  

We have gone through a number of literature to  enquire about  the majo r  

factors affect ing the growth of Organised retail in India.  

2. Objectives and Research Methodology  

Objectives of the study are as given below:  

1.  To analyse the retail market  in India.  

2.  To find out the major categories of Retail Outlets. 

3.  To Growth drivers o f the Organized Retail Industry in India .  

Research Methodology  

Research methods can be classified in different  ways, the most  commo n 

dist inct ion is between the quant itat ive and the qua litat ive approaches (Myers,  

2007
6
).  Quant itat ive approaches were or igina lly used while studying natural 

sciences like:  laboratory exper iments,  survey methods and numerica l 

methods. A qualit at ive study is used when the researcher  w ants to  get  a  

deeper  understanding on a specific  topic or situat ion. Myers (2007)
7
 stated 

that  the qualit at ive approach was developed in social sciences in order to  

support  the researcher  in studies including cultural and social phenomena.  

Sources included in the qualit at ive approach are interviews, quest ionnaires,  

observat ions,  documents and the researcher‘s impression and react ions.  The 

chosen approach is qualitat ive.   

This study typ ically takes t he form study of secondary data available on 

Indian Retail system. To understand and conclude the major factors 

contr ibut ing towards the growth of Indian retail industry ,  we have gone 

through a number  o f reports and papers.  This has the advantages o f providing 

very r ich informat ion and avo iding the influence o f ot hers on the opinion o f 

any one individual.   

3. Results and Discussion  
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th
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Organised Retailing is India 's one of the fastest  growing industry and one 

of the biggest  sources o f employment  in the country,  generat ing more than 10 

per cent  o f GDP o f India.  Organised retailing, however,  current ly organized 

retail is  contr ibut ing merely about  three percent  o f the overall Indian 

retailing industry.  Organised retailing, aims at  providing an ideal shopping 

exper ience to  the consumer based on the advantages o f large -scale  purchases,  

consumer preference analys is,  exce llent  ambience and cho ice o f merchandise.   

 Retail industry can be broadly classified into two categories namely -  

organised and unorganised retail.  

  Organized retai l  -  Organised retailing,  in India,  refers to  t r ading 

act ivit ies undertaken by licensed retailers,  that  is,  those who are 

registered for sa les tax,  income tax, etc.  These include the public ly 

t raded supermarkets,  corporate -backed hypermarkets and retail chains,  

and also the pr ivately owned large retail businesses.  

  Unorganized retai l  –  on the other hand, refers to the t radit ional 

formats o f low-cost  retailing, for example,  the local corner shops,  

owner manned general stores,  paan/beedi shops,  co nvenience stores,  

hand cart  and pavement  vendors,  etc,  It  consists o f unauthor ized smal l 

shops - convent ional Kirana shops,  general stores,  corner shops among 

var ious other small retail out lets -  but  remain as t he radiat ing force o f 

Indian retail industry.  

Other Classifications  

Hyper marts/supermarkets  

Large self-servicing out lets offer ing products from a var iety o f categor ies.  

Mom-and-pop stores  

They are family owned bus iness cater ing to  small sect ions; they are 

individually handled retail out lets and have a personal touch.  

 

Departmental stores  

Are general retail merchandisers o ffer ing qualit y products and services.  

Convenience stores  

Are located in resident ia l areas with slight ly higher pr ices goods due to  the 

convenience offered.  
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Shopping malls  

The biggest  form o f retail in India,  malls  offers customers a mix o f all t ypes 

of products and services inc luding entertainment  and food under a single 

roof.  

E-trai lers  

Are retailers providing online buying and selling o f products and services.  

Discount stores  

These are factory out lets that  give discount  on the MRP.  

Vending 

It is a relat ively new entry,  in the retail sector.  Here beverages,  snacks and 

other small items can be bought  via vending machines.  

Category ki llers  

Small specia lty stores that  offer a var iety o f  categor ies.  They are known as 

category killers as they focus on specific  categories,  such as electronics and 

sport ing goods. This is also known as Mult i Brand Out lets or MBO's.  

 

Specialty stores  

Are retail chains dealing in specific categories and provide  deep assortment .  

Mumbai's Crossword Book Store and RPG's Music World are a couple o f 

examples.  

 

 

Growth drivers of the Organized Retail Industry in India  

A McKinsey report  on India (2004) says organized retailing would 

increase the effic iency and product ivity o f ent ire gamut  o f economic 

act ivit ies,  and would help in achieving higher GDP growth. At  6%, the share 

of employment  o f retail in India is low, even when compared to Brazil 

(14%), and Po land (12%).Govt  o f India 's  plan o f changing the FDI guidelines 

in this sector speaks of the importance at tached to retailing. Recent ly moves 

by big corporate houses like Reliance Industr ies has further fuelled the major  
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investments in retail sector.  A st rategic alliance, land acquis it ions in pr ime 

areas give the essence of the mood in this sector.  

India 's st rong economic growth and r ise in disposable incomes,  

especially with salar ied class after the implementat ion o f Sixth pay scales,  o f 

middle class and lower middle class has at t racted business houses like 

Omaxe, Parshvnath, Vatika, and Ansals  to  invest  into retail business.  The 

Government 's  decision will allow fore ign Direct  Investment  and businesses 

into this sector att ract ing foreign companies to  establish their businesses in  

India.  Now foreign retailers will be able  to  own their own stores in India for  

the first  t ime as part  of a major government  liberalizat ion o f business.  Til l 

2006 foreign companies were allowed to operate franchises by the 

government  to  protect  the ind igenous companies.  Now new regulat ions may 

allow foreign companies to  ho ld up to  100%. But  the Indian government  is  

going ahead with new reforms which may create millions o f job in the near  

future while safeguarding the interest  of domest ic firms.  

Current ly,  organised retail is  in a nascent  stage o f g rowth in India as it  just  

has a 5.9% share in the total India retail t rade. However,  in recent  years,  

organised retailing has been growing at  a robust  rate due to  rise in the 

number o f shopping malls as well as in the number o f organised retai l 

formats.  The key factors of growth o f organised retail in modern India are 

discussed in the fo llowing pages.  

i .  Rising disposable income of Indian middle -class  

The Indian middle-class can be categorised into seekers and st r ivers,  which 

is t he consuming class and the pr ime target  segment  for retailers in India.  In 

2005, these two categories together const ituted around 6.4% of total 

househo lds in India but  accounted for 20% of the disposable income. By 

2015, the middle class is expected to const itute around 25% of total  

househo lds and account  for 44% of the total disposable income, and by 

2025, the respect ive figures are like ly to  go up to  46% and 58%. The Indian 

middle-class populat ion and their growing disposable income levels wil l 

dr ive the future growth of organised retail in India
6
.  

 

ii .  Changing consumer preferences and shopping habits  

The pr ime reason for a paradigm shift  in the shopping at t itude of t he Indian 

consumer is  t he change in their  preferences and tastes.  Due to  the increas ing 

use o f IT and telecom, India n consumers have become aware o f brands and 

shops for lifestyle and value brands according to  the need and occasion.  

Consumers will cont inue to  dr ive the growth in the organised retail by 
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expanding the market  and compelling retailers to  widen their offer in gs in 

terms o f brands and in terms o f var iety.  

 

 Figure 1: Consumpt ion o f essent ial commodit ies  

The spending on essent ial commodit ies has been steadily fa lling over the 

years,  whereas the consumpt ion of discret ionary products has been growing 

at  a healthy pace. I f the composit ion o f PFCE is studied, one can not ice that  

the share o f food, beverages and tobacco in the total PFCE has declined 

from 53.0% in FY90 to 42.2% in FY08.  On the other hand, the share o f 

communicat ion, entertainment ,  personal care consu mpt ion has been r ising 

over the years.  Changes in lifestyle have brought  about  a paradigm shift  in  

consumpt ion, which will undoubtedly cont inue to dr ive retail growth in 

segments like beauty, healthcare,  telecom, and entertainment .  Moreover,  the 

r is ing reach o f media coverage is increasing consumer awareness about  

products,  their pr ices and services,  which is likely to  further encourage 

growth in the organised retail segment .  

iii .  Changing demographics  India is  one o f the youngest  and largest  

consumer markets in t he wor ld with a median age o f around 25 years,  which 

is the lowest  as compared with other countries.  According to  est imates,  

India‘s median age would be 28 by 2020. It  is expected that  over 53% of the 

populat ion will be under t he age o f 30 by 2020, which means that  the 

potent ial for the Indian retail segment  will be enormous. Another plus about  

this populat ion is t hat  they will be more dynamic than the previous 

generat ions because their consumpt ion is dr iven by wants rather than needs.  

Thus, the organised retailing, which thr ives on lifestyle products,  is  

expected to  receive a boost because of the young populat ion by 2020.  
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Figure 2: Demographic Distribution  

iv.  Increase in working population  

India is  the second- largest  country in the wor ld in terms o f populat ion, and 

is the largest  consumer markets in t he wor ld owing to its favourable 

demographics.  In 2008 India‘s working populat ion ( in the 15 -49 years age 

group) const ituted around 53% of t he populat ion as compared with 48.6% in 

the UK, 49% in the US, and 53% in Russia.  Further,  the increase in the 

number o f working women has fuelled the growth in sa les o f discret ionar y 

items. There has been a 20% increase in  the number of working women in 

the last  decade.  

 

Figure 3: Populat ion Dist r ibut ion  

v. Spurt in Urbanization  
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Historically cit ies and towns have been the dr iving force o f overal l 

economic and social deve lopment .  Current ly over 335 million people o f 

India reside in c it ies and towns, which t ranslates to  around 30% of the total 

populat ion7. The rap id growth in urbanizat ion has facilitated organised 

retailing in India,  and has caused the speedy migrat ion o f populat ion into  

major t ier I  and t ier II cit ies,  which have a significant  share in the reta il 

sales o f the country.  

 

Figure 4: Urbanizat ion in India 

The urban populat ion‘s contr ibut ion in India‘s GDP shot  up from 29% in 

1951 to 60% in 2001 and is expected to  increase to  70% by 20118, as 

migrat ion to  cit ies and towns grows rapidly in ant icipat ion o f higher income 

opportunit ies provided by these epicenters.  Moreover,  the cont inuous 

development  in urban areas has invar iably at tracted substant ial inflows o f 

capital both from domest ic and fore ign investments have led to  the 

t ransit ion o f urban areas.  As the Indian organised retail is mainly 

concentrated in the urban areas,  it s growth (urban areas) is imperat ive fo r  

the organised retail in the country.  

Though, percentage o f urban populat ion to  total populat ion in India (29%) is 

comparat ively qu ite low against  the world average (48.6%), as well a s 

countr ies such as Brazil (84%), China (40%), the US (81%) and Russia 

(73%), it  is however not iceable that  total urban populat ion in India was far  

more than the total populat ion o f the ent ire US in 2005 and by 2025, it  is  

expected that  India‘s total urban populat ion w ould const itute around 6.7% of 

the total wor ld populat ion. This would undeniably emerge as the India‘s 

largest  market  for organised retail,  and therefore the cha llenge for the reta il 

players to  leverage the full potent ial o f flourishing urban areas.  
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Figure 5: Annual growth of Urban Populat ion  

Furthermore, due to  the rapid infrast ructure development  in major t ier I ,  II 

and III cit ies,  many rural inhabitants are att racted to cit ies,  which increase 

the urban per capit a income and in turn offers unbound oppor tunit ies for the 

organised retail segment .  Increased globalisat ion has also played a big ro le 

in the development  of urban areas.  

vi.  Rise in MPCE level in urban areas  

The aggregate urban consumpt ion in India has been growing steadily over  

the past  few year s as the economy has been cont inuously flour ishing dur ing 

this per iod, owing to a rise in urban populat ion as well as a rapid per capit a  

income growth. In FY05, 56.0% of the urban populat ion was below the 

MPCE level o f Rs 930, while in FY07 the percentage o f populat ion under  

the MPCE level o f Rs 930 decreased to  46.1%.  
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  Figure 6: MPCE level in urban areas  

The average MPCE for the urban populat ion in FY07 was Rs 1,312 up from 

Rs 1,105 in FY05, on the other hand, the average MPCE for rural populat ion 

in FY07 was Rs 695 up from Rs 579 in FY07
1 0

.  

The NSS report  clear ly suggested that  the consumpt ion pat tern in urban 

areas d iffered from the rural areas.  While the food items const ituted 52.2% 

of t he rural area‘s consumpt ion in FY07 and the non - food items accounted 

for the remaining share,  in the urban areas,  the share o f food items in 

consumpt ion was 39.4% and the non-food items accounted for the rest .  

vii.  Organised Retai l Concentration in Tier II and III Cities  

Init ia lly the retail revo lut ion began in the big t ier I  cit ies in India; however,  

as t ier I  cit ies are relat ively saturated now, retailers,  especially value 

retailers,  are finding their way to smalle r t ier II and t ier III cit ies as well.  

The changing landscape o f the Indian retail segment  and the increas ing 

compet it ion has also forced retailers to  tap growth opportunit ies in t ier II  

and III cit ies in India.  

viii.  Internet Drives Awareness and Online Purchases  

There has been a substant ial increase in the number o f Ind ians who use the 

Internet  and a concomitant  increase in  the number of online purchases.  

Indians have started using the Internet  not  only for increasing awareness but  

also to  shop online,  which has opened a who le new channel o f retailing in 

the Indian retail scenar io.  Online retailing offers consumers the convenience 

of order ing merchandise to their doorstep. Recent ly,  Future Group, which 

owns Pantaloon, has init iated a measure to  capitalise on the online 

opportunity t hrough futurebazaar.com. A similar venture flipkart .com is also  

proving the new channel to  be highly viable,  especia lly since it  eliminates 

the biggest  cost of the physical store.  

ix.  Easy credit avai labi lity –  a boon for organised retai l  

The higher penetrat ion o f credit  cards in  India has also boosted the growth 

of the organised ret ail sector; in fact ,  the young populat ion‘s increasing 

fancy for plast ic money has further fuelled their purchas ing power.  Even 

though the organised retail sector is at  a nascent  stage (const ituted 5.9% of 

the total retail industry in 2007),  it  is growing at  a rapid pace. Moreover ,  

the spurt  in issuance o f credit  cards and loans by both Indian as well a s 

foreign banks has further boosted the segment‘s growth. According to  the 

RBI, as on FY09, the total number o f outstanding credit  and debit  cards in 

India was 24.7 million and 137.4 million respect ive ly.  
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Figure 7: Credit  Card Transact ions Growth  

x. Retai l investment  

Investments in the retail sector have improved since FDI has been allowed 

in single-brand and cash-and-carry formats.  According to  the Technopa k 

est imates,  investments in t he organised retail will touch US$ 35 billion in  

the next  five years or so.  Investments allow organised players in retail to  

expand at  a very high rate.  All key retailers in India have expansion plans 

over the next  3-4 years; for instance, Pantaloon has an ambit ious expansio n 

plan to  take its retail space up to  30 mill ion square feet  by 2011. Likewise,  

Visha l Retail is expected to take its total store count  to 500 with an 

est imated retail space o f around 10 million square feet  b y 2011.  

xi.  Avai labi lity of quality real estate  

According to  industry sources,  mall space in India has grown from a meagr e 

1.0 million square feet  in 2002 to about 57.3 million square feet  by the end 

of 2008; t ier I  cit ies are expected to  account  for aroun d 73% of the ma l l 

space and the rest  is likely to  be equa lly divided between t ier II and t ier III  

cit ies.  

4. Conclusion 

India is  expected to  become the wor ld‘s fastest  growing e -commerce market ,  

dr iven by robust  investment  in the sector and rapid increase in t he number o f 

int ernet  users.  Var ious agencies have high expectat ions about  growth o f 

Indian e-commerce markets.  Indian e-commerce sales are expected to  reach 

US$ 120 billion! by 2020 from US$ 30 billion in FY2016.Further,  India 's  e -

commerce market  is expected to  reach US$ 220 billion in terms o f gross 

merchandise value (GMV) and 530 million shoppers by 2025, led by faster 
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speeds on reliable telecom networks,  faster adopt ion o f online services and 

bet ter var iety as well as convenience@.  India‘s direct  se lling industry is  

expected to  reach a size of Rs 23,654 crore (US$ 3.51 billion) by FY2019 -20,  

as per a  jo int  report  by India Direct  Selling Associat ion (IDSA) and PHD.  

This study has proved that  India is now ready for the organised retail and 

even Govt .  is taking much init iat ive in this regard. The t ime to come will 

belong to organised retail.  
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