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  PREFACE 

 

Rakshak Foundation was founded in 2006 by a group of concerned citizens from 

India’s elite educational institutions working in USA. It was in the manner of giving 

back in a small way to United States and India, countries that had provided them so 

much in terms of opportunities. The Foundation seeks to create an informed 

society, aware of its rights and duties, and attempts to address barriers to an 

equitable and just society. Rakshak Foundation has been submitting well 

researched opinions on various bills being considered for presentation to the 

Indian Parliament. Rakshak Foundation has been invited by the Parliamentary 

Committees of the Rajya Sabha three times in the past two years to depose before 

them and present their views on proposed Bills which would affect the whole 

nation once they are enacted by the Parliament. 

The intern is a second year engineering undergraduate in Mechanical engineering 

department of Indian Institute of Technology (BHU) Varanasi and have keen 

interest towards Foreign direct Investment policies of India and the topic this 

project deals with is an issue of FDI in India’s retail sector which is very much 

concerned these days. The Intern has keen interest in taking up such topic and has 

interest in researching these topics and going into the intricacies of these social 

Issues. 

The intern has tried to show various impacts of improving organized retail sector 

on various stakeholders of unorganized retail sector. 
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Executive Summary 

The Indian retail industry has experienced growth of 10.6% between 2010 and 

2013 and is expected to grow $ 750-850 billion by 2020. Organized retail which 

presently constitutes 4% of the total Indian retail market will grow much faster 

than traditional retail. It is expected to gain a higher share in the growing pie of the 

retail market in India. Various estimates put the share of organized retail as 20% 

by 2020. The change is some of the policy conditions indicate government’s 

intention to provide a window to foreign retails to grow organised sector 

especially multi-brand retail sector. The policy changes may have adverse impact 

on the traditional unorganised retailers, intermediaries and small, medium and 

micro level manufacturing enterprises which provides employment to large 

section of population. This study shows the impacts of organized retail trade on 

traditional retailers on the basis of survey: 

 There is an adverse impact of organised sector on employment of hired 

members which generally belongs to lower class of people. However, there 

is almost no overall growth in employment which shows the adverse impact 

of organised sector on employment in unorganised sector. 

 Major categories like grocery stores, textile & footwear stores which 

constitute 70% of the unorganized sector feel some impact on their 

turnover and profit.  

 Majority of unorganized retailers is ready to engage their children in the 

same business showing traditional retailers are ready to compete with 

organised retailers despite of adverse impact on their turnover and profit. 

They are planning to take several steps to counter down this impact, this 

shows future scope of unorganised retail trade. 

 Survey shows policies of banks are very strict. Traditional retails don’t have 

any access to loans or have access at very high interest rates. 

 Almost 100% Fruit and vegetable sellers are willing to take loan from banks 

showing their weak financial condition. However other categories are not 

much willing to take loan. These fruit and vegetable sellers want to shift 

from the current business to some new business. In spite of this fact that 
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adverse effect of organised sector is not so prominent on this category, they 

are not happy with current situation. This leads to a conclusion that this 

category is not able to fulfil their needs from this business. 

 Despite of this effect on unorganized retailers, foreign and large firms will 

help in improving logistics, distribution, warehousing and inventory 

management. Consequently which will help in waste management and 

ultimately to the reduction in price. 

 Large firms can also help small and medium sized firms to improve the 

quality of products, source products from them for exports through their 

highly advanced global supply chain and also help them to adhere to 

environmental standards. 

The Empirical Basis 

The study comprises a survey of a second largest sector of the Indian economy that 

could be affected by the entry of Foreign Direct Investment in India’s retail sector. 

The findings are based on the ‘control sample’ survey of 224 unorganized retailers 

in the vicinity of organized retail stores in two mid-tier cities. 

Main findings 

 Impact on profit, employment and turnover of traditional and unorganized 

retailers 

 Various Policy Recommendations to protect unorganized sector from the 

effect of expanding organized sector 
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Proposed Action Points 

 
On the basis of the review of Indian and international trade and the results of the 
survey conducted, the study makes the following major recommendations: 
 

1. Unorganised retailers co-operatives and associations should be formulated 
and encouraged for the direct procurement of supplies from farmers. 
 

2. Better Credit availability should be provided to unorganised retailers from 
banks and micro-credit institutions through innovative banking solutions. 
 

3. Organised retailers should be encouraged to formulate “private code of 
conduct“ for dealing with small suppliers. This may then be converted into 
legislation 
 

4. Simplification of the licensing and permit regime for organized retail and 
move towards a nationwide uniform licensing regime in the states to 
facilitate modern retail. 
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1. Introduction 

1.1 Context 

Indian economy is the second fastest growing economy in the world. As economy 

is growing, income of consuming class is increasing which consequently increases 

the demand of the goods. Unorganised sector is expected to grow at the same rate 

at which demand for retail sector is increasing as there is a direct relationship 

between demand and supply but financial condition of India’s unorganised sector 

is so weak that it cannot fulfil alone the growing demands of country. Increasing 

income of middle class demands modern facilities and adoption of technologies for 

supply chain. Hence there is a need to grow organised sector of retail which 

constitutes only 4% of the retail sector. There has been considerable growth in 

organized in recent years and it is poised for much faster growth in near future. 

Major industrial companies have entered this sector and have announced their 

ambitious future plans. Many transnational and multinational companies are 

seeking opportunities to enter India’s retail sector and are setting up retail chains 

in collaboration with big Indian firms. 

1.2 Main Problems, their scope and impact on the society 

But concerns have been raised about the adverse impact of growing organised 

retail trade on the various stakeholders of unorganised retail sector which is the 

sector largest sector of Indian economy contributing 15% of the total GDP share 

and employing 8% of the total workforce. It has been a debating issue that growth 

of organized sector will definitely create employment in supply chain management 

and manufacturing sector. It will help in improving logistics, distribution, 

warehousing and inventory management and consequently which will help in 

waste management and ultimately to the reduction in price. But on the other side 

of this, there are several issues like job losses, procurement from international 

market, competition and loss of entrepreneurial opportunities to locals in the 

expansion of organised retail sector. Hence it is very essential to conduct an in-

depth analytical study on the possible effects of organized retail trade on 

unorganized retail traders in India. 
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1.3 Goals and Objectives 

 There are two contrasting sides of effect of expansion of organizing retail trade in 

India. First is the positive side, there are stakeholders who are getting benefitted 

from its expansion while others are in heavy loss. This report comprises a detail 

analysis of the present Indian retail sector and issues related to expansion of 

organised retail trade: 

 Impact on profit, employment and turnover of traditional and unorganized 

retailers 

 Various Policy Recommendations to protect unorganized sector from the 

effect of expanding organized sector 

 Impact on Farmers 

 Impact on large manufacturers 

 Impact on consumers 

 Impact on prices 

 Effect on overall economic growth 

 Impact on intermediaries 

From various surveys and reports, it has been seen that unorganized retailer is the 

one who is suffering much from organised sector. So this report focuses on the 

unorganized retailers. The main objective of report is to suggest some measures to 

protect the rights of unorganised retailers and make it a driver of economic 

growth. 
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2. Methodology 

The following methods were used in the study: 

2.1 Literature Search 

2.1.1 Indian retail sector structure: This includes study of the history of Indian 

retail trade and its evolution so that present Indian retail structure can be better 

understood. This study was useful in understanding social, political and economic 

aspects of Indian retail sector.  

2.1.2 Government policies: This includes the study of various policies of union 

and state/UT governments related to trade. This study was useful in 

understanding how different governments are working in protection of their 

traditional traders. 

2.1.3 Foreign Direct Investment: This includes the study of provisions related 

with FDI in retail trade and the historical development in the Indian context. This 

study was useful in understanding present FDI policy of Indian in retail trade, its 

evolution and various loopholes of previous FDI policies which further helped in 

policy recommendation to protect the stakeholders of unorganised sector. 

2.1.4 Impact on stakeholders of unorganised sector: This study includes the 

impact of organized retail vis-à-vis employment generation, economic growth and 

consumer satisfaction.  

2.2 Survey 

 Questionnaire based survey of unorganized retailers which includes fixed 

retail shops of clothing, vegetables, fruits and grocery. This survey brought 

several issues in the light e.g.,  

1. To understand the impact of growing organized retail trade on their 

profit and turnover. 
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2. To understand the impact of growing organized retail trade on 

employment. 

3. To know the steps taken by unorganized retailers to counter the 

competition from organized retailers. 
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3. Current NGO and Government Efforts 
 

3.1 Indian Council for Research on International Economic Relations 

(ICRIER) 

The ministry of commerce and Industry, Government of India had appointed the 

Indian Council for Research on International Economic Relations (ICRIER) in order 

to check the impact of growing organized retail on different aspects of the 

economy. Following are the main issues taken up by the ICRIER: 

 Effect on market prices. 

 Overall effect on economic growth of the country. 

 Impact on intermediaries, consumers, manufacturers, farmers. 

 Effect on unorganised retailers and vendors keeping in mind the likely 

growth in the overall market. 

ICRIER has been asked by the Ministry to analyse these challenges in the context of 

a growth scenario of 7-10 per cent per annum in the next five years and in the light 

of practice in other fast-growing emerging market economies. 
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4. Results and Discussions 

4.1 Findings from literature 

4.1.1 Indian retail sector: An overview: Organised retail sector constitutes 75-

80 % in the developed countries while in developing countries, unorganised sector 

dominates organised sector. Table4.1.1 shows Share of organized and total retail 

sales in selected countries, 2009. It can be clearly seen that the share of organized 

retail sector varies widely from just 4% in India to 20% in China and 85% in USA. 

Modern retail formats of organised sector such as superstores, hypermarkets, 

supermarkets, discount and convenience stores have begun to spread in the 

developing countries in recent years while they are widely present in the 

developed countries. The Indian retail sector is estimated to be about $300 billion 

and contributes 15% of the GDP. It is the second largest sector after agriculture 

providing employment to 8% of the workforce (4% of the total population). The sector 

is highly fragmented with only 4% of the sector organised. There are 12 million 

grocery stores which are spread across 5000 towns and 6 lakhs villages of India. These 

shops employ only family labour. There are millions of pavement shops at the end of 

this chain. Low overhead requirements and lack of regulation resulted in low entry 

barriers which led to overcrowding of the sector and consequent low productivity. 

There are number of customers which are located in the vicinity of these stores 

undergoes regular and repeated interactions. These interactions develop a trust in 

between them and built a socio-economic model. Food is the main product of this, on 

average about 50 per cent of the total retail, which would be a lot higher for low 

income groups. Most of the kirana stores are selling dry foods and food grains. Fruits 

and vegetables are mostly sold by pavement stalls, they procure their products from 

local government ‘mandis’ everyday in the morning and ship them to their sale 

locations. They don’t have access to formal credit, they take it from local 

moneylenders on high interest rates that’s why they have to manage capital very 

effectively. They have to sell their product every day and have to earn some margin on 

it for their daily routine life. These Kirana and general stores offer credit to their 

customers which works as a bond of truth and improve their relationship. Boston 
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Consulting Group (2012) estimated that the retail sales were $ 471 billion with 7 per 

cent share for the organized retail ($ 34 billion) in 2011. It also shows that by 2020 the 

size of the organized retail to be around $ 260 billion with a penetration of 21 per cent. 

Table 4.1.1 Share of organized and total retail sales in selected countries, 

2009. 

Country Per Capita Retail 

(Sales Rs. p.a.) 

Share of Organised 

(Retail %) 

USA 448785 85 

Japan 416205 66 

United States 353295 80 

France 320580 80 

Germany 229905 80 

Korea, South 186480 15 

Czech Republic 148545 30 

Poland 141750 20 

Hungary 106920 30 

Russia 87300 33 

Brazil 68400 36 

Argentina 61155 40 

Malaysia 56880 55 

Thailand 46935 40 

Indonesia 29925 30 

China 26955 20 

Philippines 26595 35 

Pakistan 18180 1 

Vietnam 13905 22 

India 12915 4 

Source : India Retail Report : 2009 
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4.1.2 Expansion of Organized retail sector in India: It can be clearly seen from 

the Table 4.1.2 that no. of organized stores which is 3,125 with an area of 

3,349,000 sq. ft.  in 2001 rose significantly to 27,076with an area of 30,693,000 in 

2006. Speciality stores contribute 63.3% of the total organized sector in 2001 

which remains 53.7% in 2006 but it still contributes major part to the retail world. 

There was no hypermarket in year 2001 which is 75 in 2006. 

Table 4.1.2 provides information about expansion of organized retail trade 
in terms of modern retail formats (For retail formats in India, See Appendix 
1). 

  2001 2006 
Format Average 

Size 
(sq.ft.) 

No. of 
stores 

Area 
(‘000 
sq. ft.) 

Share 
in 

Total 
Space 
(%) 

No of 
stores 

Area 
(‘000 
sq. ft.) 

Share 
in 

Total 
Space 
(%) 

Supermarkets/ 
convenience 
stores 

1,000 400 400 11.9 4,751 4,751 15.5 

Hypermarkets 40,000 0 0 0.0 75 3,000 9.8 

Discount 
stores 

1,000 48 48 1.4 1,472 1,472 4.8 

Speciality 
stores 

800 2,651 2,121 63.3 20,612 16,490 53.7 

Department 
stores 

30,000 26 780 23.3 166 4,980 16.2 

Total  3,125 3,349 100.0 27,076 30,693 100.0 
Source Technopark Advisers Pvt. Ltd. 

 

4.1.3 Foreign Direct Investment: Indian policies regarding FDI are very 

restricted since 1990 but in 1991, India adopted Liberalization, Privatization and 

Globalization and policies become relax. In 2006, 51% FDI was allowed in single 

brand retailing but no FDI in multi brand retailing. Present FDI policy of India is: 

 51% FDI is allowed in multi brand retail sector. 

 100% FDI is allowed in single brand retail sector which was previously 

51% in 2006 
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 FDI up to 100% for cash and carry wholesale trading and export trading 

allowed under the automatic route. 

 The retailers will have to purchase atleast 30%of their goods from micro, 

small and medium sized enterprises  (MSME). 

 All retail stores can open up their operations in population having over 

1million.Out of approximately 7935 towns and cities in India, 55 suffice 

such criteria. 

 Multi-brand retailers must bring minimum investment of US$ 100 million. 

Half of this must be invested in back-end infrastructure facilities such as 

cold chains, refrigeration, transportation, packaging etc. to reduce post-

harvest losses and provide remunerative prices to farmers. 

 

4.1.4 Impacts on various segments: Increasing organized sector has impact on 

various segments of unorganized retails 

Impact on unorganized retailers1: 

 There is an adverse impact on business turnover and profit of unorganized 

retailers in the initial years of entry of large and organized retailers.  

 This adverse effect gets weaker and weaker over time. 

 There is no impact on employment in unorganized sector on the expansion 

of organized sector. 

 However, there is some decline in the employment in West part of the 

country, while north part get unaffected by this. There is increase in 

employment in East and South part of the country. This effect can be seen in 

the Table 4.1.3. 

 The rate of closure of unorganized retail shops in gross terms is found to be 

 4.2 per cent per annum which is much lower than the international rate of 

closure of small businesses. 

 The rate of closure on account of competition from organized retail is lower 

still at 1.7 per cent per annum. 

1. 1 Mathew Joseph, Nirupama Soundararajan, Manisha Gupta, Sanghamitra 
Sahu. “ impact of Organized retailing on unorganized sector”, Indian Council 
For Research On International Economic Relations, September 2008 
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 There is competitive response from traditional retailers through improved 

business practices and technology upgradation. 

 A majority of unorganized retailers is keen to stay in the business and 

compete, while also wanting the next generation to continue likewise. 

 Small retailers have been extending more credit to attract and retain 

customers. 

 

Table 4.1.3 Impact of Organised retail trade on unorganized retailing1  

 

• However, only 12 per cent of unorganized retailers have access to institutional 

credit and 37 per cent felt the need for better access to commercial bank credit. 

• Most unorganized retailers are committed to remaining independent and barely 

10 per cent preferred to become franchisees of organized retailers. 

 

Impact on consumers1: 

• Consumers have definitely gained from organized retail on multiple counts. 

• Overall consumer spending has increased with the entry of the organized retail. 

• While all income groups saved through organized retail purchases, the survey 

revealed that lower income consumers saved more. Thus, organized retail is 

relatively more beneficial to the less well-off consumers. 
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• Proximity is a major comparative advantage of unorganized outlets. 

• Unorganized retailers have significant competitive strengths that include 

consumer goodwill, credit sales, amenability to bargaining, ability to sell loose 

items, convenient timings and home delivery. 

 

 

 

Impact on intermediaries1: 

• The study did not find any evidence so far of adverse impact of organized retail 

on intermediaries. 

• There is, however, some adverse impact on turnover and profit of intermediaries 

dealing in products such as fruit, vegetables and apparel. 

• Over two-thirds of the intermediaries plan to expand their businesses in 

response to increased business opportunities opened by the expansion of retail. 

• Only 22 per cent do not want the next generation to enter the same business. 

 

Impact on farmers1: 

• Farmers benefit significantly from the option of direct sales to organized 

retailers. 

• Average price realization for cauliflower farmers selling directly to organized 

retail is about 25 per cent higher than their proceeds from sale to regulated 

Government mandi. 

• Profit realization for farmers selling directly to organized retailers is about 60 

per cent higher than that received from selling in the mandi. 

• The difference is even larger when the amount charged by the commission agent 

(usually 10 per cent of sale price) in the mandi is taken into account. 

 

Impact on manufacturers1: 

• Price and payment pressure has made large manufacturers realize the 

competitive impact of organized retail. 
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 • The measures taken up by the manufacturers include building and solidifying   

their brand strength, augmenting retail presence, ‘adopting’ small retailers and 

establishment of object oriented teams to deal with modern retailers. 

• Step in of organized retail has led to the transformation of the logistics industry. 

As a result substantial positive externalities would be observed across the 

economy. 

• There is no report of any significant impact on the employment of small 

manufacturers. 

 

4.2 Findings from Survey 

This survey was conducted between three categories of retail shop; (1) clothing 

and footwear (2) Food and Grocery (3) Entertainment equipment and books. The 

responses were taken from 224 unorganised shopkeepers of 4 different places of 

Gwalior, Madhya Pradesh. These three categories were taken because they 

constitute approximately 70 % of the total unorganized sector in recent years. 

These categories were felt important to understand the impact of organized retail 

trade on unorganized sector in mid-tier cities. The respondents in this survey 

include fixed fruit and vegetable sellers, grocery and general store, gift galleries, 

stationary stores, readymade garment shops and footwear stores.  

Out of these 224 retail shops, 80 were clothing and footwear, 32 were gift and 

stationery, 32 were fruit shops, 80 were grocery shops. These shops are within 1.5 

km of Big Bazaar, Reliance Fresh, V-mart, Vishal Mega mart and various organized 

single brand retail shops. These organized retail shops were settled there almost 5 

years ago. 

Survey results 

4.2.1 Employment impact: 

Table 4.2.1(a) shows no. of family members involved in business 

 2012 2014 

Textiles & footwear (80) 136 144 

Fixed Fruit and Vegetable seller 
(32) 

40 48 

Grocery Store  (80) 136 152 

Gifts and Stationery(32) 52 52 

Total (224) 360 396 

 

Table 4.2.1(b) shows no. of hired members by shopkeeper 
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 2012 2014 

Textiles & footwear (80) 104 96 

Fixed Fruit and Vegetable seller 
(32) 

12 8 

Grocery Store  (80) 128 108 

Gifts and Stationery (32) 32 24 

Total (224) 276 236 

 

This shows that sampled unorganized retailers are employing more family labour 

than hired labour. There has been decrease in employment for hired labour from 

2012 to 2014 while for family labour, it has been increase in employment. In 2012, 

On average they were employing 1.6 family labour and 1.2 hired labour but in 

2014, Average family labour goes to 1.7 and average hired labour goes to 1.1. 

Overall employment decreased from 2012 to 2014 due to entry of organised retail 

sector. Chart 4.2.1(a) shows graphically the decline in employment per 100 

retailers.   

 

 

4.2.2 Impact on Profit and Turnover: 

Sampled traditional retailers were asked about impact on their profit and turnover 

after the opening of organised retail outlets. 

Out of 224 respondents, 116reported that they have no significant impact on their 

turnover and profit, 80 reported that they have adverse impact on their turnover 

and profit of organised retail sector, remaining 28 respondents don’t have idea 
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about effect on their profit and turnover. Chart 4.2.1(b) shows response of 

unorganised retailers graphically percentage wise. However, these retailers don’t 

have any data about actual annual decline in turnover and profit but this result is 

based on their experience. Different type of responses is recorded from different 

category of stores which is an important point to notice because different 

categories have different percentage of total Indian retail trade. Chart 4.2.1(c) 

shows adverse impact on turnover and profit by category (% of retailers who have 

adverse impact).  

 

Note: Chart 4.2.1(c) is much useful than Chart 4.2.1(b) because sampled 

unorganised retail sector has not same structure as structure of Indian retail 

trade. 

 

36% 

52% 

12% 

Chart 4.2.1(b) Impact on Turnover and Profit 

Decreased

No Significant effect

Can't say
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According to the survey, these traditional retailers have already taken or are 

planning to take no. of steps in order to counter the competition from organised 

sector. These steps include technology enhancement, renovation of store, better 

display, improve product quality, add more product lines, more credit sales. Below 

are the steps taken by unorganized retailers category wise:- 

Textile and Footwear 

These retailers are basically taking those steps which are making their shops look 

better like renovating store, credit card acceptability, computerised payment, air-

conditioning and security cameras. Customers are judging product quality by their 

shop display so more and more textile & footwear stores are converting into big 

showrooms. As their customers are not regular, they usually shops during festivals 

and special occasions so these retailers are not much interested in offering cash 

credit, home delivery etc. 

Grocery and general store 

These retailers have fixed monthly customers which are interested in relaxation of 

payment and services. They offer credit availability and home delivery kind of 

facilities to develop truth relationship with customers.  

Chart 4.2.1(d) shows response of respondents when they were asked about their 

views to engage their children in the same business. 

35 
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55 
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Chart 4.2.1(c) Adverse impact on profit and turnover ( % of retailers 
having negative impact) 
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According to the survey, 60% reported that they want to engage their children in 

the same business. This means that they see future scopes in their business and are 

currently happy with it despite of adverse impact of organised retail trade on their 

business. This gives an assurance of security of unorganised sector in the future. 

Retailers were asked about their willingness to take loan from banks. Out of 224 

respondents, 108 were willing to take loan from bank and only 12 have 

accessibility of loan from a bank. This shows that Indian banks have very stringent 

policy related to availing loan for traditional retailers. Then these stakeholders 

were given a hypothetical condition of easy availability of bank loan. Chart 4.2.1(e) 

shows response of retailers on this question category wise. Chart 4.2.1(f) and 

Table 4.2.2(a) shows their views about invest of loan taken from bank graphically 

and category wise. 

12% 

48% 

36% 

4% 

Chart 4.2.1(d) Response to engage children in same business 

Yes and will insist with them to
continue this business

Yes and will leave choice to
them

No

Can't say
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 Will start new 
business with 
current business 

Will expand and 
add more services 
to the current 
business 

Will get out of 
current business 
and start a new 
business 

Textile and Footwear 12 20 0 

Grocery stores 8 24 0 

Fruit and Vegetable 
sellers 

0 8 24 

Stationery and gift 
stores 

4 8 0 
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Chart 4.2.1(e) Willing to take loan from bank category wise 

Yes No Can't say

47% 

6% 

47% 

Chart 4.2.1(f) Investment of loan taken from bank 

Will start new business with
current business

Will expand and add more
services to the same business

Will get out of this business and
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Result shows that almost 100% retailers from category of fruit and vegetable seller 

need loan from the bank and will invest it in starting a new business instead of 

continuing with the same business. Retailers from the rest of categories are either 

not interested in taking loan from the bank or those are willing to take loan want 

to invest in the current business to add more services to it.  

Unorganised retailers were asked about their willingness to take franchisee of 

organised retail shops to counter down the adverse impact of organised sector on 

their profit, turnover and employment. Chart 4.2.1(g) shows their response.  

 

Majority of respondents is showing lack of interest in taking franchisee of 

organised retail stores.  

Survey Conclusion 

 Survey results show 10% growth in employment for family members in last 

two years but 15% decline in employment for hired members. This show 

adverse impact on employment of hired members which generally belongs 

to lower class of people. However, there is almost no overall growth in 

employment which shows the adverse impact of organised sector on 

employment in unorganised sector. 

 Grocery stores, Textile & footwear stores feel some impact on their 

turnover and profit. These categories form a large part of Indian retail trade 

about 70%. This can be attributed to the fact that Indian organized retail 

trade has not grown much in other categories. 

 Majority of respondents are ready to engage their children in the same 

business showing traditional retailers are ready to compete with organised 

32% 

68% 

Chart 4.2.1(g)  Willingness to take franchisee of organised retail 
shop 

Yes

No
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retailers despite of adverse impact on their turnover and profit. They are 

planning to take several steps to counter down this impact, this shows 

future scope of unorganised retail trade. 

 Only 10% respondents have accessibility to loan, showing policies of banks 

are very strict. 

 Almost 100% Fruit and vegetable sellers are willing to take loan from banks 

showing their weak financial condition. However other categories are not 

much willing to take loan. These fruit and vegetable sellers want to shift 

from the current business to some new business. In spite of this fact that 

adverse effect of organised sector is not so prominent on this category, they 

are not happy with current situation. This leads to a conclusion that this 

category is not able to fulfil their needs from this business. 

 

 

 

 

 

 

 

 

 

5. Recommendations 

On the basis of the review of Indian and international trade and the results of the 
survey conducted, the study makes the following major recommendations: 
 

1. Unorganised retailers co-operatives and associations should be formulated 
and encouraged for the direct procurement of supplies from farmers. 
 

2. Formations of farmers’ associations and co-operatives should be 
encouraged to direct sell to organized retailers. 
 

3. Better Credit availability should be provided to unorganised retailers and 
farmers from banks and micro-credit institutions through innovative 
banking solutions. 
 

4. Organised retailers should be encouraged to formulate “private code of 
conduct“ for dealing with small suppliers. This may then be converted into 
legislation 
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5. Simplification of the licensing and permit regime for organized retail and 
move towards a nationwide uniform licensing regime in the states to 
facilitate modern retail. 
 

6. Strengthening the Competition Commission’s role for enforcing rules 
against collusion and predatory pricing. 

 
 
 

 

 

 

 

 

 

 

 

6.Conclusion 

6.1 Main Findings of the study 

 Entry of large firms will definitely affect employment of middlemen and 
small firms but it can create employment in manufacturing sector and 
supply chain management. 

 
 Foreign and large firms will help in improving logistics, distribution,  

warehousing and inventory management. Consequently which will help in 
waste management and ultimately to the reduction in price. 

 
 More jobs can be created through increase in income and expenditure than 

those direct losses. 
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 Large firms also ensure the product meet grading and quality requirements 
both at the procurement and final stage so consumers get a better quality 
product in case of organised sectors. 

 
 Organised retail is benefiting rich class as small and medium retail traders 

use price discrimination while poor class is not able to incur cost of going 
organised shops. 
 

 Entry of the large foreign firms with the domestic firms will be useful for 
the country as it will give chance to domestic firms to develop their 
warehousing, inventory, supply chain and a chance to foreign firms to gain 
institutional knowledge of the indian economy. 
 

 Indian trade policies must be reformed so as to make large foreign and 
domestic firms to trade in India. At present there are large barriers for 
trade within the country- different tax regime of the states and 
infrastructure conditions. 
 

 Large firms can also help small and medium sized firms to improve the 
quality of products, source products from them for exports through their 
highly advanced global supply chain and also help them to adhere to 
environmental standards. 
 

 FDI will help in breaking the vicious circle of poverty trap. This can be done 
by paying farmers at the time of delivery which reduces working capital 
costs to farmers and adopting efficient supply chain which will reduce 
distress sales. 
 

 Large retailers procure food directly from the farmers which reduce total 
mark-up and deadweight losses in the system. 
 

 Survey shows adverse impact of organised sector on employment of hired 

members which generally belongs to lower class of people. However, there 

is almost no overall growth in employment which shows the adverse impact 

of organised sector on employment in unorganised sector. 

 

 Grocery stores, Textile & footwear stores have some impact on their 

turnover and profit. These categories form a large part of Indian retail trade 

about 70%. This can be attributed to the fact that Indian organized retail 

trade has not grown much in other categories. 

 

 Survey shows policies of banks are very strict. Traditional retails don’t have 

any access to loans or have access at very high interest rates. 
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 Fruit and vegetable sellers want to shift from the current business to some 

new business. In spite of this fact that adverse effect of organised sector is 

not so prominent on this category, they are not happy with current 

situation. This leads to a conclusion that this category is not able to fulfil 

their needs from this business. 
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Appendix A 

7.1 Definition of Indian retail formats 

Hypermarket: Typically varying between 50,000 sq. ft. and 1, 00,000 sq. ft., 

hypermarkets offer a large basket of products, ranging from grocery, fresh and 

processed food, beauty and household products, clothing and appliances, etc. The key 

players in the segment are: the RPG Group's Giant (Spencer’s) hypermarkets, and 

Pantaloon Retail's Big Bazaars. 

 

Cash-and-carry: These are large B2B focused retail formats, buying and selling in 

bulk for various commodities. At present, due to legal constraints, in most states they 

are not able to sell fresh produce or liquor. Cash-and-carry (C&C) stores are large 

(more than 75,000 sq. ft.), carry several thousand stock-keeping units (SKUs) and 

generally have bulk buying requirements. In India an example of this is Metro, the 

Germany-based C&C, which has outlets in Bangalore and Hyderabad. 

 

Department Store: Department stores generally have a large layout with a wide 

range of merchandise mix, usually in cohesive categories, such as fashion accessories, 

gifts and home furnishings, but skewed towards garments. These stores are focused 

towards a wider consumer audience catchment, with in-store services as a primary 

differentiator. The department stores usually have 10,000 - 60,000 sq. ft. of retail 

space. Various examples include: (i) Shoppers' Stop, controlled by the K. Raheja Group, 

a pioneering chain in the country's organized retail; (ii) Pantaloons, a family chain 

store, which is another major player in the segment; (iii) Westside, the department 

store chain from Tata Group's Trent Ltd; (iv) Ebony, a department store chain from 

another real estate developer, the DS Group; (v) Lifestyle, part of the Dubai-based 

retail chain, Landmark Group; and (vi) the Globus department and superstore chain. 

 

Supermarket: Supermarkets, generally large in size and typical in layouts, offer not 

only household products but also food as an integral part of their services. The family 

is their target customer and typical examples of this retailing format in India are Apna 

Bazaar, Sabka Bazaar, Haiko, Nilgiri's, Spencer’s from the RPG Group, Food Bazaar 

from Pantaloon Retail, etc. 
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Shop-in-Shop: There is a proliferation of large shopping malls across major cities. 

Since they are becoming a major shopping destination for customers, more and more 

retail brands are devising strategies to scale their store size in order to gain presence 

within the large format, department or supermarket, within these malls. For example, 

Infinity, a retail brand selling international jewellery and crystal ware from Kolkata's 

Magma Group, has already established presence in over 36 department chains and 

exclusive brand stores in less than five years. Shop-in-shops have to rely heavily on a 

very efficiently managed supply chain system so as to ensure that stock replenishment 

is done fast, as there is limited space for buffer stocks. 

Speciality Store: Speciality stores are single-category, focusing on individuals and 

group clusters of the same class, with high product loyalty. Typical examples of such 

retail format are: footwear stores, music stores, electronic and household stores, gift 

stores, food and beverages retailers, and even focused apparel chain or brand stores. 

Besides all these formats, the Indian market is flooded with formats labelled as multi-

brand outlets (MBOs), exclusive brand outlets (EBOs), kiosks and corners, and shop-

in-shops.  

Category Killers – Large Speciality Retailers: Category killers focus on a particular 

segment and are able to provide a wide range of choice to the consumer, usually at 

affordable prices due to the scale they achieve. Examples of category killers in the 

West include Office Mart in the US. In the Indian context, the experiment in the sector 

has been led by “The Loft”, a footwear store in Powai, Mumbai measuring 18,000 sq. ft. 

Discount Store: A discount store is a retail store offering a wide range of products, 

mostly branded, at discounted prices. The average size of such stores is 1,000 sq.ft. 

Typical examples of such stores in India are: food and grocery stores offering 

discounts, like Subhiksha, Margin Free, etc. and the factory outlets of apparel and 

footwear brands, namely, Levi’s factory outlet, Nike’s factory outlet, Koutons, etc. 

Convenience Store: A convenience store is a relatively small retail store located near 

a residential area (closer to the consumer), open long hours, seven days a week, and 

carrying a limited range of staples and groceries. Some Indian examples of 

convenience stores include: In & Out, Safal, amongst others. The average size of a 

convenience store is around 800 sq.ft. 

Source: Technopak Advisors Pvt. Ltd. 
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                 “The highest measure of democracy is neither the 

              ‘extent of freedom’ nor the ‘extent of equality’ but 

                      rather the highest measure of participation.” 

                                                                                - A.D. Benoist 

 

Rakshak Foundation creates awareness domestically 

and internationally about the rights and responsibilities of citizens 

towards the society and state. Rakshak engages in and supports social 

and scientific research on public policy and social issues. 
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Email: secretary@rakshakfoundation.org 

Website: www.rakshakfoundation.org 
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