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IMPACT OF ORGANISED RETAIL ON UNORGANISED RETAIL IN INDIA: A FOOTFALL STUDY

SANDEEP NANDRAM DIVE
ASST. PROFESSOR
PUNE VIDYARTHI GRIHA’S INSTITUTE OF MANAGEMENT
NASIK, MAHARASHTRA

DR. VIJAY AMBADE
HEAD OF DEPARTMENT
PRIN. ARUNRAO KALODE MAHAVIDYALAY
OMKAR NAGAR, NAGPUR, MAHARASHTRA

ABSTRACT

Highly potential and dynamic business environment of India influenced the Global Retail Giants and Industry Experts, rate Indian markets as the ‘destination next’
for retail sector only next to China. The dust seems to have settled down and these giants and experts are now reanalyzing their judgments. Secondly, the entry of
organised retail in India faced resistance from a certain class in the business, political as well as social arena. Despite the resistance, the organised retail sector is
flourishing leap and bound in the country. This proliferation is self driven and not at the cost of the traditional unorganised retail business in India. Impact of
organised retail on unorganised retail in India, can be studied under various perspectives like, the employment opportunities, infrastructure development, social
advancement, economic growth, business opportunities and threats for the unorganised retailers, consumer dynamics and behavior, etc. The current paper puts
forth the footfall aspect of the retail business. ‘Footfalls’ are the customer walk-ins in the store. The paper tries to reveal that, despite stiff competition from the
Mall culture, the unorganised retail stores have been able to maintain their magnitude at all the levels of the society. These retail stores are successfully
attracting customers thereby consolidating their market position in terms of sales as well as the footfalls. Here we will consider the ‘footfall’ criteria to analyze
the impact of organised retail on the unorganised retail in India. The Retail Progression Cycle explains how there is an upgradation in the lifestyle of the Indian
consumers.

JEL CODE
M310

KEYWORDS

Consumer, Footfall, Market, Retailing, Stores.

INTRODUCTION
n the Global Retail Stage, little has remained the same over the last decade. One of the few similarities with today is that Wal-Mart was ranked the
top retailer in the world then and it still holds that distinction. Other than Wal-Mart’s dominance, there’s little about today’s environment that
looks like the mid-1990s. The global economy has changed, consumer demand has shifted, and retailers, operating systems today are infused
with far more advanced technology than was the case ten years ago. While the world’s largest developing markets — particularly the BRIC nations of Brazil,
Russia, India, and China — still tempt the largest global retailers, and show no signs of slowing down as a source of growth, many smaller, untapped markets are
providing new growth opportunities (Global Retail Expansion: Keeps on moving, 2012).
India's strong growth fundamentals, a high-potential market with accelerated retail market growth of 15 to 20 percent expected over the next five years,
supported by GDP growth of 6 to 7 percent, rising disposable income, rapid urbanization, fast labor force growth; and increased consumer spending—make for a
very favorable retail environment and the 5th spot in the Global Retail Development Index. As has been the case for several years, Indian consumers continue to
urbanize, have more money to spend on non-food purchases, and have more exposure to brands. The result is a powerful, more discerning consumer class.
India's population of nearly 1.2 billion—forecast eventually to overtake China's—also is an attractive target (Global Retail Expansion: Keeps on moving, 2012).
For India, there has been considerable growth in organised retailing business in recent years and it is poised for much faster growth in the future. Major
domestic industrial houses have entered this area and have announced very ambitious future expansion plans. Transnational corporations are also seeking to
come to India and set up retail chains in collaboration with big Indian companies. However, opinions are divided on the impact of the growth of organised retail
in the country. Concerns have been raised that the growth of organised retailing may have an adverse impact on retailers in the unorganised sector.(Joseph,
Soundararajan, Gupta & Sahu, Sept 2008). It has also been argued that growth of organised retailing will yield efficiencies in the supply chain, enabling better
access to markets to producers (including farmers and small producers) and enabling higher prices, on the one hand and, lower prices to consumers, on the
other. Impact of organised retail on the economy can be studied from various perspectives like, the employment opportunities, infrastructure development,
social advancement, economic growth and consumer dynamics and behavior. In the context of differing views on the impact of organised retail, it is essential
that an in-depth analytical study on the possible effects of organised retailing in India is conducted on each of the above perspective.
However, in order to assess the impact of growing organised retail on different aspects of the unorganised retail sector following issues can put under
observation:
. Effect on small retailers and vendors in the unorganised sector keeping in mind the likely growth in the overall market.
. Effect on employment.

. Impact on consumers.
. Impact on farmers and manufacturers.
o Impact on prices.

. Overall impact on business growth.

ORGANISED RETAIL VS UNORGANISED RETAIL

“Organised retail or modern retail is usually chain stores, all owned or franchised by a central entity, or a single store that is larger than some cut-off point. The
relative uniformity and standardization of retailing is the key attribute of modern retail. The size of each unit can be small so that a chain of convenience stores is
modern retail. A single large department store is also modern retail”.

-ICRIER( Indian Council for Research and International Economic Relations.)

Indian unorganised retail or the traditional retail is dominated by a large number of small retailers consisting of the local kirana shops, owner manned general
stores, chemists, footwear shops, apparel shops, paan and beedi shops, hand-cart hawkers, pavement vendors, etc. The last few years have witnessed the entry
of a number of organised retailers who opened the stores in various modern formats in metros and other commercial and trade areas. International Retail
Companies like Walmart, Cantabil Retail India Ltd, Carrefour Group, Adidas India Marketing Pvt. Ltd., Benetton India Pvt Ltd , Barista Coffee Company Ltd, Pepe
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Jeans India Pvt Ltd, Levi Strauss India Pvt Ltd and Metro Cash And Carry India Pvt Ltd., are few to name who have established their business in India in various
business formats. On the other hand Future Value Retail Ltd(Future Group), Shoppers Stop Ltd (Raheja Group), Aditya Birla Retail Ltd, Reliance Retail Ltd.,
Mahindra Pvt. Ltd., etc. are some of the leading Indian Retail companies which have been changing the face of retail sector in India. But still the overall share of
organised retail in total retail business has remained low. On the global level, India is still far behind in terms of share of organised retail in the whole retail
business. (See Exhibit 1.1)

SHARE OF ORGANISED RETAIL & UNORGANISED RETAIL-WORLDWIDE

EXHIBIT 1.1: SHARE OF ORGANISED RETAIL & UNORGANISED RETAIL-WORLDWIDE)

Country Total Retail Sales (USD) | Share of Organised Retail (%) | Share of Unorganised Retail (%)
USA $2,983,000,000,000 85% 15%
France 5436,000,000,000 80% 20%
Germany 5$421,000,000,000 80% 20%
United Kingdom | 5475,000,000,000 80% 20%
Japan $1,182,000,000,000 66% 34%
Malaysia $34,000,000,000 55% 45%
Argentina $53,000,000,000 40% 60%
Thailand 568,000,000,000 40% 60%
India $322,000,000,000 4% 96%
Brazi $284,000,000,000 36% 64%
Philippines $51,000,000,000 35% 65%

Source: Impact of Organised Retailing on the Unorganised Sector, by David Fitzpatrick, August 22, 2012

A study conducted by ICRIER in 2008, estimates that the total retail business in India will grow at 13 per cent annually from US$ 322 billion in 2006-07 to USS$ 590
billion in 2011-12. The unorganised retail sector is expected to grow at approximately 10 per cent per annum with sales rising from USS$ 309 billion in 2006-07 to
USS 496 billion. Organised retail, which constituted a low four per cent of total retail in 2006-07, is estimated to grow at 45-50 per cent per annum and attain a
16 per cent share of total retail by 2011-12. In short, both unorganised and organised retail are bound not only to coexist but also achieve rapid and sustained
growth in the coming years. This is clearly not a case of a zero sum game as both organised and unorganised retail will see a massive scaling up of their activities.
In fact, the retail sector, left entirely in the unorganised and informal segment of the economy, could well emerge as a major bottleneck to raising productivity in
both agriculture and industry.

FOOTFALLS IN RETAIL

The unorganised retailers are undoubtedly going through a tough time, trying to keep up the pace with the proliferating organised retail. With the competition
hotting up from the fellow retailers and the organised retailers, the customers are also getting comfortable with the mall culture and the online shopping.
People are still spending at the unorganised retail stores but the proportion is reducing slowly and gradually. In such climate, it is more important than ever that
the unorganised retailers retain loyalty of their existing customers, while at the same time, winning the new ones. One way in which retailers can to this is by
analyzing the number of customers coming into their stores, these are called the footfalls that they are getting into their stores. Footfall is also known as Foot
Traffic. The total number of footfalls and their conversion is one of the traditional techniques of analyzing the performance of any retail store. Apart from
footfall there are other techniques to analyze the performance of a retail store such as, the total sales, sales per square feet, billing size, customer conversion
rate, sales against target, profit margin, etc.

In comparing the performance of the retail stores traditionally, retailers have propensity to concentrate on sales. But by bringing footfall into equation, a retailer
can accurately ascertain the performance of the stores. For example, if there are two stores A & B whose performance is to be analyzed; Store A’s sales are 50%
more than Store B. Therefore prima facie, it is observed that Store A is doing better than Store B and Store B requires some attention. But then it was further
noted that Store A has twice the footfall of Store B, then in fact, store A is actually performing poorly in terms of conversion, and is itself in need of attention.
The similar concept can be employed to compare the performance of the organised and unorganised retail stores and then analyze the impact of organised
retail stores on the unorganised retail stores. The present study has been conducted in Nasik city of Maharashtra state.

Nasik is the Asia’s largest producer of Onion and Grape yields. It is in forefront of the industrial and educational sector growth in the country. The economic
development of the Nasik district is based on agriculture product as well as various other industries like, IT, Retail, Automobile, Pharmaceutical, Manufacturing,
Construction, etc. Nasik District is one of the revenue headquarter district of Maharashtra state and one of the rapidly growing industrialized district with many
government and private ventures(http://en.wikipedia.org/wiki/Nasik...). Nasik is also called as a ‘Wine Capital’ of India.

Recently, it has been the destination next for the major retailing giants in India. Nasik is a perfect mix of India’s modern and traditional culture and it actually
shows the “Unity in Diversity” with people from various walks of life. In short it can be called as a ‘Mini India’. Apparently the consumer of Nasik well represents
the consumer class of the country as a whole. Out of the total Nasik population for 2011 census, 42.53 percent lives in urban regions of district. The district’s
GDP is 54212 crore and has the literacy rate of 89.69% (Source: http://www.census2011.co.in/census/district/354-Nasik.html). In total 2,598,167 people lives in
urban areas. All this stands for a substantial potential for a retail business to sustain and flourish. In order to satisfy their shopping needs, the shoppers of Nasik
district have a varied spectrum of options like convenience store, departmental stores, super markets and hypermarkets both from domestic as well
international arena.

OBJECTIVES

1. To measure and categorise location wise footfalls at the unorganised store during festive season.
2. To study and analysis the change in footfall trends.

3. To study the impact of organised retail on unorganised retail sector from footfall perspective.

METHODOLOGY ADOPTED FOR THE STUDY

The area selected for the collection of data is Main Road-Shalimar area of the city. This area is the center of happenings, perennially and especially during the
festive season. This is one of the oldest and the most crowded trade area of Nasik district and one of the favorite shopping destinations for thousands of citizens
in and around the Nasik city. This trade area comprises of numerous small and big retail shops, selling literally everything ranging from garments, cosmetics,
home furnishing and house hold items, grocery, footwear, electronics and electrical items, luggage, food items, restaurants, lifestyle items, stationary, crockery,
jewellery, etc. This area represents the unorganised retail sector of Indian market at its best.

The source of information are the consumers coming into the retail stores in the form of footfalls, during the festive days. These customers are differentiated in
various categories depending on the location from where they belong to. The locations are divided into Rural, Urban, Semi-urban, Metro and Others category.
For this purpose 15 retail stores are selected on the basis of their popularity and the variety of goods that they deal into. Same 15 stores were referred in both
the phases of data collection. The sample size comprises of randomly selected 1000 respondents who visited these 15 stores.

As the objective of the study is to measure the footfalls at the unorganised store and determine the change in the pattern, if any, the data is been collected in
two phases —
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Ist Phase — During Diwali Festival (Oct-Nov 2012)
lind Phase- — During Diwali Festival (Oct-Nov 2013)

The data collected during these two phases has been compared and the conclusion has been drawn solely on the base of this data.

The collected data so collected is converted into tabular form and is analyzed with simple percentage method and interpreted in the form of graphical

representation.

DATA ANALYSIS AND REPRESENTATION

The data is analyzed and represented in the form of percent of footfalls coming from a certain location category as specified.

1) AREA/LOCATION WISE DISTRIBUTION OF FOOTFALLS (2012)

TABLE 1.1: AREA/LOCATION WISE DISTRIBUTIONS OF FOOTFALLS (2012)

SrNo. | Area/Location | No. of Footfalls | Percent
1 Rural 192 16%

2 Urban 564 47%

3 Semi-Urban 372 31%

4 Metros 36 3%

5 Others 60 5%

2) AREA/LOCATION WISE DISTRIBUTION OF FOOTFALLS (2013)

TABLE 1.2: AREA/LOCATION WISE DISTRIBUTIONS OF FOOTFALLS (2013)

Sr No. | Area/Location | No. of Footfalls | Percent
1 Rural 228 19%

2 Urban 420 35%

3 Semi-Urban 468 39%

4 Metros 36 3%

5 Others 48 4%

3) COMPARISON OF FOOTFALLS DISTRIBUTION BETWEEN 2012 & 2012

TABLE 1.3 COMPARISON OF FOOTFALLS DISTRIBUTION

SrNo. | Area/Location | Percent (2012) | Percent (2013) | Variance
1 Rural 15% 19% 18%

2 Urban 47 % 35% -25.53%
3 Semi-Urban 30% 39% 25.80%
4 Metros 3% 3% -

5 Others 5% 4% -20%

The above table (Table 1.3) gives the clear picture about the change in the distribution pattern in the footfalls of the unorganised retail stores. It can be observed
that a footfall from Urban area has decreased over the year but at the same time the footfalls from Rural and Semi-urban area has increased. The urban footfall
has decreased by 25.53%, on the other hand the footfall from Rural and Semi-urban area has increased by18% and 25.80% respectively with a nominal change in
the other location.

OBSERVATION & CONCLUSION

At macro level it was and is still said that the intensification of organised in India may affect the traditional retail in the country. It may affect small retailers’

business, thereby compelling to shut down their shops. This may lead to unemployment and socio-economic imbalance in the society. The modernization or

organised retail may shift the paradigm and the power into the hands of some national and international retail companies, thereby exploiting the Indian
consumer class.

But to major extent theses hypotheses seems to be just fallacies, up till now. The present study shows that no doubt the organised retail in growing but not at

the cost of unorganised retail sector of India. The footfall trend in the country is showing a up gradation in their shopping pattern. From the above data analysis,

it can be observed that;

1. The urban consumers are fast getting attracted towards the organised retail stores. There footfalls into the unorganised retail stores have decrease over
the period. They have upgraded their lifestyle and shopping habits, which is but natural in a society, where progression is obvious.

2. Similarly the rule is applicable to semi urban consumers also. These consumers who used to satisfy their shopping needs by purchasing from the local
stores in their respective localities have also upgraded themselves, and now they are shopping at the main shopping hub of the city i.e. the Main Road —
Shalimar markets. For example the customer from the suburb towns like Satpur, Ojhar, Aadgaon, Sinnar, Igatpuri, Niphad, etc which is in the periphery of
15-20 kilometers from the Nasik city and who used to shop at their respective local markets are now coming to Nasik city.

This clearly indicates that the urban consumers who are now shopping at the organised retail stores have been replaced by the suburban customers. Therefore

the percentage of suburban footfalls has increased by over 25%, which is more than the decrease in the urban footfalls.

3. On the other hand, the rural consumers who used to make their Diwali shopping at the local bazaar and weekly bazaar have upgraded their shopping
habits. Many of them have shifted to the suburban shopping destinations and some have even added to the footfalls of the unorganised retail stores at the
Main Road- Shalimar markets. The rural footfalls at the unorganised retail stores in the Nasik city have increased by 18%, which is also appreciable number.
Here, the suburban consumers who have shifted to the Nasik city have been replaced by the rural consumers. The rural consumers who have shifted to
the suburban markets will be replaced by the consumers from the micro villages and this cycle will go on and on.

This is a progression in the consumer buying habits. This cycle can also be called as the “Retail Progression Cycle”, in context to Indian consumerism. This cycle
shows that there is going to be an upward movement in the lifestyle of the Indian consumers inducing a change in their buying habits and thereby showing a
paradigm shift in the consumer dynamics. This footfall study proves that the flow of customers at the small traditional retail stores is going to continue as long as
the customers upgrade themselves in their lifestyle. The proliferating organised retail industry in India is no doubt going to have a major impact on the
unorganised retail stores, but the stratified organization of the socio-economic structure of the country will protect the unorganised retail stores in the country
from any such economic crises. The traditional retail is here to stay till the last customer in the society doesn’t upgrade himself/herself enough to shop in the
ultra modern, larger than life organised retail outlets. This may take hundred more years to happen. Well, this is hypothetical statement with neither any
theoretical base nor analytical.
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