Trade Tectonics

OWEVER FAST MODERN RETAIL MAY

develop, it still can't replace the
nine million neighbourhood stores
that dominate retail in India. Even by
2010, they will dominate close to 90
per cent of the markets. Last year
alone, almost 5,00,000 new stores
opened to sell FMCG. But monthly
turnover for the traditional trade has
remained constant between 1998
and 2004. In real terms (minus in-
flation) the average store turnover
for this category has got eroded by
20 per cent. The pan-biri store,
which has done a wonderful job of
reaching the masses with sachets,
has maintained its share of FMCG.
This channel has seen a growth of
about 50 per cent in numbers since
1998, reaching a count of 14 lakh.

Despite such increase in the
numbers, their throughput has come
down. The monthly turnover from
the traditional trade has gone down
drastically in the towns where mod-
ern trade has developed. Hyderabad,
Vizag and Kochi are some exam-
ples. Stores contributing to more
than 8 per cent of FMCG in metros
have started providing “home deliv-
ery” to their customers. Another set
contributing 12 per cent of sales are
capable of doing so. Therefore, trade
schemes, retailer margins and CRM
for retailers are likely to gain impor-
tance in the traditional trade.

The writer is Senior Manager
(Modelling & Analytics) at ACNielsen
and author of the report.

THE RURAL RETAILER

He's still the key link in the long and
fragmented supply chain

A RETAIL LAGGARD...

In other emerging economies, modern retail has a higher share of FMCG sales.

India
® Reforms in retail moving at a slow pace

® | ggislation is the primary barrier to growth in
organised retailing

® Given that the first chain started operations
in 1996, modern trade should have been at 30
per cent of FMCG in 2006

Figures indicate years to reach 20-30 per cent
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...NOT SURPRISING AT ALL

India’s FDI in retail is the lowest in Asia-Pacific.
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INEVITABLE GROWTH SOUTHERN BIAS
Despite regulatory hurdles, modern retail will Modern trade in FMCG booms in southern metros.
account for 10 per cent of FMCG sales by 2010. India (U&R)| 3
India 2010 Urban India 4
® More than 5,500 modern trade stores 23 Metros 9
® Account for 10 per cent of India FMCG South Metros 20
30 per cent of metro FMCG Figures are shares in per cent

NORTH BY SOUTH-WEST

Some cities have taken to modern retail faster.

Kochi [ 40
Vizag — 38
Hyderabad — 33
Coimbatore
Ahmedabad
Mumbai

Pune
Chennai
Bangalore
Madurai
Indore
Surat
Vadodara

Nagpur

Figures are value contribution to FMCG in per cent

SAY CHEESE

Liquid soaps and cheese are some categories
dominated by modern trade.

Liquid soaps
Cheese

Hair conditioners
RTE cereals
Squashes

Rice

Syrups
Aftershaves
Perfumes/ Deos
Diapers

Shaving creams
Ketchup/ Sauces
Home insecticides

Shaving systems

THE FRIENDLY PANWALLAH <.-

The kiosks have done a wonderful job of
taking the sachet revolution to the masses

MIRORRING ASIA-PACIFIC

The trend in India is in tune with other countries

in the region.
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Figures are shares of modern retail in per cent

GETTING FRAGMENTED

The traditional store count is growing, but not revenues.
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increases in declines for
® Grocers ® Chemists

® 23 Metros and rural ® <1 million towns

KIOSK TROUBLES

Kiosk numbers are up since 1998, but marketers
need to reach 50 per cent more to maintain sales.

BITTER PILL

Chemists are losing OTC business to grocers and
general stores.
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GETTING ORGANISED
Modern trade is affecting sales of traditional stores.
HYDERABAD MT Contribution VIZAG MT Contribution
2002 15, 413 2002 11,182
2003 11,895 v 2003 8,429 W
2004 1,221 v 2004 5,354 v
KOCHI DELHI
2002 8,618 V 2002 24,953 0
2003 7,550 W 2003 25923 | 0
2004 6,807 W 2004 257192 |2

M Traditional trade PDO figures in Rs

MT: Modern Trade (in per cent)

‘ Small-town mall/ Jallandhar:
Small towns will be among the
early adopters of modern retail

_ Vitan/ Chennai:
. Southern metros lead the adoption
- of modern trade

‘ Tradltlonal mom-n-pop store/ Delhl
" In the capital, they seem to have with-
stood competition frorp modern trade




