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Global Retailing in India-
Its Emergence & Prospects

* Dr. Pankaj Kumar Varshney

INTRODUCTION

After the waves of globalisation, liberalisation and privatisation marketing scenario
particularly retailing has changed radically. These changes have resulted in emergence of new
environment for buyer's behavior and purchasing habits. The upper and upper middle strata
of the society now prefers to purchase well-established branded goods from standard
showrooms and it has transformed the entire picture and perception not only in the metro
cities but almost in all big cities of our country. It is worth mentioning that retailing in India has
been hailed as one of the sun-rise sectors in the economy. According to A.T. Kearney, a well-
known International Management Consultant, “India is the second most attractive retail
designation globally, among thirty emergent markets."" Till now unorganized retailing sector
was dominating retail trade in India by constituting 98% of all retailing trade but now not only
traditional Indian retailers but giant [ndian retailers like Reliance has entered in the area and is
planning to expand its activities in this sector in a big wag. Even world renowned retailing
organisation like Wal-Mart has decided to enter in India via joint venture with Bharti and
French retailer Carrefour is busy in chalking out strategy to enter the hyper market and
supermarket retail format in India through Dubai based retail major Landmﬂggrm@,:l !

In this context, an effort has been made in this paper to review the emergen
retailers in India, to examine the government policy relating to FDI lnrqu_lm_ nd |
the prospects of global retailing in India, ' : - )

Why Global Retailers are Interested in India ?

India enjoys unique ohical

access to all leading markets of the
o mmwm“w'm ficonomics, Shri Varshn
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7000 km and borders with six countries India becomes most promising deslination for the
foreign direct investment.

2. Versatile Demographics :

Demographically with a population of more than 1.1 billion and diverse culture, India
is a land of all seasons. India presents a real cosmopolitan population with diverse religions
and culture. Hinduism, Buddhism, Jainism, Sikhism, Christianity and Islam are the main
religions of India. This variety of religions provide India with diverse culture. Besides, India has
versatile population of urban and rural nature. This versatility of population makes India 2
readymade market for foreign retailers.

3. Vast growing Economy :

On economic front, India the largest democracy of the world, have a stabje
government with robust programme of economic reforms. India with a foreign exchange
reserve of more than US $120 billion, FDI of more than US $9.9 billion, average GDP
growth of more than 7% per annum, rupee appreciation vs U.S. dollar of more than 2% in last
two years and with a rapidly growing investment in infrastructure has all the ingredients of a
emerging economic super power. India is tipped to be third largest economy in terms of GDP
by the year 2050.% In such a scenario every multinational aims to set up a base in India, not to
participate in Indian growth story, rather to build their own future.

4. Retailing : The Emerging Revolution ;

Retailing is the largest private industry in India and second largest employer after
agriculture. The sector contributes to around 10% of GDP. With over 12 million retail outlets,
India has the highest retail outlets density in the world. This sector witnessed significant
development in the past 10 years from small unorganised family owned retail formats to
organized retailing. Liberalisation of the economy, rise in per capita income and growing
consumerism has encouraged large business and venture capitalist in investing in retail
infrastructure. The importance of retail sector in India can be judged from following facts- (a)
Retail sector is the largest contributor to the Indian GDP (b) The retail sector provides 15%
employment (c) India was world largest retail network with 12 million outlets (d) Total market
size of retailing in India Is U.S $ 180 billion (e) Current share of organised retailing is just 2["‘?
which comes around to $3.6 trillion (f) Organised retail sector is growing @ 28% perannum.

5. Indian Retailing : Opportunities Unexplored :

India is sometimes referred to as the nation of shopkeepers. This is because the
country has the highest density of retail ouflets-over 12 million. However, unlike most
developed and developing countries, Indian retail sector is highly fragmented and bulk of the
business is in the unorganised sector. India in such a scenario presents following facts to
foreign retailers ;

» There is a huge industry with no large players, Some Indian large players have

entered just recently like Reliance, Trent, I

e India can support significant players averaging $1 billion In Grocery and $0.3-0.5

billion in apparel within next ten years.
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«  Thetransition will open multiple opportunities for companies and investors.

In addition to the above, improved living standards and continuing economic
growth, friendly business environment, growing spending power and increasing
number of conscious customers aspiring to own quality and branded products in
India are also attracting to global retailers to enter in India market.

Arguments in favour of FDI in Retailing :

FDIin retailing is favoured on following grounds :

1. Theglobal retailers have advanced management know how in merchandising and
inventory management and have adopted new technologies which can
significantly improve productivity and efficiency in retailing.

2. Entry of large low-cost retailers and adoption of integrated supply chain
management by them is likely to lower down the prices.

3. FDI in retailing can easily assure the quality of product, better shopping
experience and customer services.

4. They promote the linkage of local suppliers, farmers and manufacturers, no
doubt only those who can meet the quality and safety standards, to global market
and this will ensure a reliable and profitable marlcet to these local players.

5. As multinational players are spreading their operation, regional players are also
developing their supply chain differentiating their supply chain differentiating
there strategies and improving their operations to counter the size of
international players. This all will encourage the investment and employment in

supply, chain management.
6. Joint ventures would ease capital constraints of existing organised retailers, and
7. FDI would lead to development of different retail formats and modernization of

the sector.

Arguments against FDI in Retailing :

Many trading associations, political parties and industrial associations have argued

against FDI in retailing due to following reasons :

1. Indian retailers have yet to consolidate their position. The existing retailing
scenario is characterized by the presence of a large number of fragmented family
owned businesses, who would not be able to survive the competition from global
players.

2. The examples of south-east Asian countries show that after allowing FDI, the
domestic retailers were marginalised and this led to unemployment.

3. FDIin retailing can upset the import balance, as large international retailers may
prefer to source majority of their products globally rather than investing in local

products.

==
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4.  Global retailers mi

S.  Indian retailers have argued tha since lendi

India retailers, especially small retailers, are at a disadvantageous position
compared to foreign retailers who have access to International funds at lower

interest rates. High cost of borrowing forces the domestic players to charge
higher prices for the products,

6. FDlin retail trade would no attract large inflows
little investment is required to conduct retail bus;
and sales are made on cash basis. Hence, th

Ng rates are much higher in India,

of foreign investment since very
ness. Goods are bought on credit

e working capital requirement is
negligible. On the contrary;

after making initial investment on basic
infrastructure, the multinational r

etailers may remit the higher amount of profits
earned in India to their own country.,

FDIin Retailing in India-Policy and Entry Routes :

InIndia, till recently, FDI was not allowed in retailing,
24, 2006 rationalised and simplified the FDI policy and
foreign investment in retail sector by allowing FDI up
approval for retail trade in single brand products.’ Th
would be allowed to sell goods sold internationally un
Adidas. Retailing of goods of multiple brands, even
manufacturer would not be allowed. However, there are indications that the government may
allow foreign investments in retail segments where small domestic players do not operate.
The Department of Industrial policy and Promotion is Preparing a detailed policy for further
liberalization of FDI in the country, which is likely to be announced before the budget 2007-
08. As part of the proposed move, the Ministry has marked out sports goods, electronics and
building equipment as some of the sectors that may be opened up with a 51 percent cap on
FDI. The government is also considering to permit multi-brand retail in such areas. The
government is likely to discuss the matter with the left parties before taking a final call on the
issue. The Left has initially stalled the government's plans to allow FDI in multi-brand retail on
the grounds that it will adversely affect mom-and-pop stores.*

Although before January 24, 2006 FDI was not allowed in retailing, many inter-
national players are operating in the country. Some of entry routes employed by them are
discussed in details as below:

a. Manufacturing and Local Sourcing : Companies that set up manufacturing

- facilities are allowed to sell the products in the domestic market. Consumer
durable companies such as Sony and Samsung have entered- the retail sector
through this route. Due to high labour cost in their domestic market, many

F=0=3

but the Union cabinet on January
allowed the contentious issue to
to 51 per cent with prior government
is would imply that foreign companies
der a single brand, viz, Reebok, Nokia,
if such products are produced by same
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lsr:,t:}:r;zt]l,ﬂ?; :;a;néiiarefsetting up m'anufacturing bases in developing countries
it e et 1 f;a _I?r are sourcing products from local manufacturers. For
manufa [‘ > and C'""T'B' Hilfiger are sourcing products from Indian

acturers like Arvind Mills. Benetton has a manufacturing unit in India
Other mter.nalional brands like GIVO [rom ltaly have set up GKDOﬂ-Orienteci
manufacturing facilities. These companies are aflowed to sell products to Indian
gﬁﬂ;‘?j{g through franchising, local distributors, existing Indian retailers, own

b. E]':";Chlzsmﬂ : Franchising 'is the most preferred mode through which foreign
vers have en.lered the Indian market. It is the easiest route to enter the Indian
marlket. Franchising is often used as a mode to expand the market of a particular
rgtaﬂ enterprise outside domestic economy since it allows firms to expand
without investing their own capital, is based on local expertise and enables firms
to curb local oppositions and regulations. This is the most common mode for
entry of fast food chains across the world. Apart from fast food chains like Pizza
Hut, players such as Lecoste, Mango, Nike and Marks and Spencer, have entered
the Indian market through this route.
Test Marketing : The text marketing is another route through which many
foreign players have entered the Indian market. Foreign Investment Promotion
Board (FIPB) allows foreign companies for test marketing of their products for a
tow-year period by the end of which they are required to set up manufacturing
facilities in India. Direct selling companies like amway and Oriflame entered the
Indian market through this route. Initially, Amway got an approval for test
marketing for a period of two years but they managed to secure an extension of
one more year. At the end of the third year, they set up contract manufacturing
facilities and brought in foreign investment and technical know-how. Oriflame
too extended its test marketing license for a third year and at the end of which had
set up a manufacturing facility in Noida (UP) for producing certain specific
products. Other products are imported and would continue to be imported from

abroad.

Nokia came to India through the test ma
got a license for two years to test their pr
months of their entry they tied up with the se
services to their customers. Due to pressure

with the HCL Infotech as a strategic partner f
products. After the success of its products in the country, Nokia had opened up

an office but had not set up a manufacturing facility and continued to import all

products (even models made specifically for India). After another two years they
divided the country into four zones and entered into a strategic a'lhance fz:*
distribution with Supreme for East and West India while HCL continued wi

=5
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North and Southern zone." Nokia had also applied for the cash and carry license
from the FIPB and has recently got the license. Nokia is aggressively targeting the
Indian consumers and plan to capture 75 per cent of the mobile market in the
next seven years. The company, which currently operates as a wholesale cash-

and-carry, recently announced that it would set up manufacturing facilities very
soon.

d. Wholesale Cash-and-Carry Operation : This is the route through which
large international retailers such as Germany's Metro Cash & Carry GmbH and
Shoprite Checkers of South Africa have entered the Indian market. The whole-
sale cash-and-carry operation is defined as any trading outlets where goods are
sold at the wholesale rate for retailers and businesses to buy. The transactions are
only for business purposes and not for personal consumption as in the case of
retailing.

e. Distributor : Companies such as Swarovski and Hugo Boss have set up
distribution offices in India and these offices supply the products to local retailers.
All products of Huge Boss are imported and distributed through the company’s
distributor.

f. Special Case : The Sri Lankan retailers have entered the India market through

the initiatives of Export Development Board of Sri Lanka (EDB) which obtained
special permission from the RBI to set up retail operations in India. The EDB has
leased 17 retail outlets in Spencer Plaza in Chennai in which Sri Lankan retailers
are showcasing and selling their products.” The Sri Lankan products showcased
in these stores are mostly at the higher end of the quality spectrum and can be
brought into the country free of duty. This gives an advantage to large Sri Lankan
retailers like Hameedia not only to establish a global presence but also to access
the large customner base of India at competitive price. The EDB is also exploring
the possibilities of setting up similar trade centres in other cities like Delhi and
Mumbai. Although this mode has allowed retailers from Sri Lanka to enter the
Indian market without domestic manufacturing and sourcing conditions and
some products sold by these traders are similar to those sold by Indian retailers,
EDB did not face any opposition from Chambers, retailers and the trading
houses.”
Although the official policy is that FDI in retailing is allowed only in one brand and
that too up to 51 per cunt in retailing, but it has no acted as an entry barrier.
Foreign players have a substantial presence in the country and have used several
alternative unique routes to enter Indian Trading Sector, Some of the existing
foreign players are listed in the following fable ;

=03
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Some Existing Foreign Players and Prospective Entrants

Retailers Type Status
7-Eleven Supermarket Evaluating
Amway Direct selling Already in
Auchan Hypermarket Evaluating
Carrefour Multi-format

Retailer Wait and watch
Dairy Farm Multi-format

Retailer Tied up with RPG
JC Penny Product sourcing Already in
Landmark Department Store Alreadyin
Lee Cooper Product sourcing Already in
Levi's Product sourcing Alreadyin
Mango Apparel retailer Already in
Mark & Spencer Department store Already in
Metro Cash & carry Alreadyin
Oriflame Direct Selling Already in
Reebok Joint venture Already in
Shoprite Wholesale Cash-

Carry and franchising Already in
Sony Manufacture retailer Already in
Wal-Mart Hypermarket Agreement

With Bharti

Source : FDI in Retail Sector, Department of consumer affairs, Government of
India,p.155. 2014,

Conclusion:

It is evident that ever growing urban and rural markets in India represent an
unprecedented and vast unexplored opportunity for retailing to all types of formats. Initially
there may be certain reservations and apprehensions in allowing global players in India's
retailing but if they are allowed in a phased manner on the basis of a well-conceived and
chalked out policy, they are likely to lead to more investment in organised retailing and allied
sectors. As already discussed, it would also lead to inflow of latest technical know how,
establishment of well integrated and sophisticated supply chains, availability of standard,
lasted and quality products, help in up gradation of human skills and increased sourcing from
India. Yet the following points may be kept into consideration in this context :

1. Since the Indian retail sector is highly fragmented and domestic retailers are in the

process of consolidating their position, the opening up of FDI regime should be in
phased manner over 5 to 10 years time frame so as to give the domestic retailers

=
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enough time to adjust changes.

2. FDI should not be allowed for multi brand stores in near future, as Indian retailerg
will not be able to face competition with these stores immediately.

3. At present, it is also not desirable to increase FDI ceiling to more than 51% even
for single premium brand stores. It will help us to ensure check and control on
business operations of global retailers and to product the interests of domestic
players. However, the limit of equity participation can be increased in due course
of time as we did in telecom, banking and insurance sectors.

4. Foreign players should not be allowed to trade in certain sensitive products like
arms and ammunition, military equipment, etc. and the list of excluded products
should be clearly stated in the FDI policy.

9. Certain zoning restrictions may be imposed by the state government/local bodies
for town planning. Generally, super markets and hyper markets should not be
allowed in the mid of the city so as to protect the existence of unorganised o
comparatively medium sized retail organizations.

They strategy of opening up should be backed by appropriate reform measures, India
can learn from the experiences of other developed and developing countries and develop it
own strategies, laws and regulations that would be in the best interest of the country. As of
now, there is no proper definition of retailing or retail formats in India. International players
are exploiting the situation and are often entering the market and expanding their businesses
through multiple routes and are operating in the country with more than one format of
retailing. The regulatory regime should address these issues. The entry norms should clearly
state the approval requirements, conditions/restrictions if any imposed, etc. The government
should also strictly enforce the quality standards for local production and imports.
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Environment Sustainability
Through Green Banking

* Mrs. Gagan Deep Chadha

4 A
Abstract

Industralisation is causing ecological disbalances across the globe. Thus,
sustainable development and environment preservation is the need of the hour. Banking
sector is one component of the economy which influences the industrial activity. Since,
environment effect can impact the productivity of the banks therefore, banks should go
green and adopt various user-friendly strategies for achieving sustainable development.
Green banking refers to the banking business which helps in reducing carbon emission.
The paper attempts to study various dimensions of green banking adopted by public and
private sector banks to achieve sustainable growth and development. It also highlights
fustomer awareness on green banking initiatives, future challenges and opportunities.

Keywords : Environment, carbon emission, sustainable growth, green banking.

INTRODUCTION

Climate change is one of the most complicated issues the world is facing. Very often we hear
scientists talking about global warming and its disastrous effects. There have been continuous
efforts across the globe to measure and reduce the risk of climate change caused by human
activity. Since the banking sector is also an important component of the global economy it
can play an intermediary role between economic development and environmental
protection. Institute for Development and Research in Banking Technology defines Green
Banking as practices and guidelines that make banks sustainable in economic, environmental
and social dimensions,” Environmental sastainability involves making decisions and taking
action that are in the interests of protecting the natural world. Green Banking can also be
referred as the banking business conducted in a particular manner that helps in the overall
reduction of external carbon emission and internal carbon footprint. The banking sector is
one of the major sources of financing industrial projects such as steel, paper, cement,
chemicals, fertilizers, power, textiles, etc which cause maximum carbon emission.

REVIEW OF LITERATURE

The Role of Green Banking in Sustainable Growth, 2012 The article
highlights the significance of green banking towards sustainable development. Initially,

* Asssistant Professor, National P.G.College, Lucknow Mobile No. 9936415400 Email Id : gagandeepchadha | 6@ gmail.com
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funding sustainable project commitments to environmental and social guidelines will cause a
huge financial burden for Indian banks. For effective green banking, the RBI and the Indian
government should play a pro active role and formulate a green policy.” The survival of the
banking industry is inversely proportional to the level of global warming.

. Jha & Bhome (2013) the paper entitled A Study of Green Banking Trends in India,
stl{dles the green banking initiatives taken by the public sector bank in India and the way of
going green. The main objective of the paper was to know green banking initiatives and to
check the awareness of employees, associates and the public about the green banking
concept.’ Further the study suggested that interest on loan should be less for green project
then normal rate of interest and companies can increase their profitability by recycling of
waste . They should stress upon green mortgage loan, green credit card and online banking.

Singhal, Singhal & Arya (2014) in their paper entitled Green Banking:® An
Overview study was made as how a bank can go greener. According to the study, banking
:ndustries and financial institution plays a very important role in the growth of an earth. Green
banking saves the energy and environment both. Now a days many banks are offering green
products like ATM, Green credit cards, green CDs, electronic fund transfer, use of solar and
wind energy etc. but still we have to make more efforts so that we can save environment

Khedekar (2014) in her research entitled Banking with Technology- Green
Banking studied the various technologies used by the banking industries to make the
environment green. According to study bank should provide premium internet banking
product such as demat ete.” This Study suggests that bank should conduct seminar and
conferences to educate the public regarding the uses of internet banking as well as security
issue. She also suggested about “Virtual Banking” .

Ragupathi. M and Sujatha (2015) in their paper entitled Green Banking
Initiatives of Commercial Banks in India, studied the ways to go green through green banking
initiatives. According to this paper, earlier bank were not aware about the concept green
banking. But now a days banks are playing a very important role in environment sustainability

program. By the green banking practice people are getting more aware about the global
warming and each businessmen is contributing in environment sustainability to make this

earth a better place to live in. Green banking is not only greening the industries but it will also
facilitate in improving the assets quality of the banks in future.”

NEED OF THE STUDY
As environmental sustainability is an important issue and green banking is a step in this
regard. Hence, there is a need to study the green banking initiative taken by the banking
sector and also to review the role of green banking.

OBJECTIVE OF THE STUDY
1) To enumerate effective methods of green banking

2) To highlight the means used by banks to create awareness and education about
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green banking services among public
3) Tostudythelev
y the level of awareness among people about various green banking strategies.

Research Methodology :
In pursua i
se;:';nd :wng;t:fh:l'\ledal;oue mennoned objectives, the secondary data was used. The
e n::e tl ed the information available through the banks websites, various
. newspaper reports and published reporls through seminars & workshop.

METHODS USED IN GREEN BANKING INITIATIVE

1. Onlin - Onli ;

i toenﬁ:}:[;glj;?;l:.}:i.e E)cll'lll:nérizur:ngs a;{:hcnulnt and mobilfz banking is the easiest
N i latrond : anking mf:lude‘s setting up direct deposits,
g ectronic statements from bank and paying bills online. All of these steps

can drastically reduce the amount of paper produced by your bank.
2. Pa!)erless Statements : online banking includes an option for customers to receive
their bank statements electronically through a secure login. Copies of banking records
and statements can then be stored electronically which can also help in reducing cost

of manual storage of documents.
3. Direct Deposit : Most employers give employees the option to receive their paycheck
electronically. It speed up the availability of money ad save visit tobank bra nch.

4. Online Bill Payments Paying bills online like Telephone bills, cable bills, utility bills,

credit card payments and mortgage payments .

5. Reward Debit and Credit Cards : Some banks have joined up with environment-
friendly groups to create reward debit cards and reward credit cards wherein they
make a small charitable donation as a percentage of online banking activity to help

the environment.”
6. Net Banking : Online banking is when customers perform most of their banking

related functions without visiting the bank, personally. To do so ,customers must
possess an internet banking 1D and a password provided by the bank in which the

individual customer lyas an account.
7. Power Savings Equipments : Banks can directly contr
change by using power saving devices such as using energy saving

in all owned premises offices and residential. Banks can also make

make rain water harvesting .
BENEFITS

r Work : Almost all

BS). Thus there is wi

ibute to controliing climate
tubes and bulbs etc

a feasibility study to

OF GREEN BANKING
banks in [ndia aré computerized or ©
de scope for the banks to adopt paperless

perateona
or less

1. Reduced Pape
core banking solution (C

paper for office work. :
. ncing Awareness about Environment
» e i eral by arranging awareness

consciousness among the public in gen

seminars.

gale enulronmcnt

anks may prop@
e 15 and organizing

progran
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3. Loans at Comparatively Lesser Rates : Green bank loans with financial
concessions for environment friendly products and projects such as fuel efficient vehicles can
help in spreading consciousness among people.

CREATING AWARENESS ABOUT GREEN BANKING TO PROMOTE
SUSTAINABLE DEVELOPMENT

Green banking can help in promoting sustainable development through the eco-
friendly techniques .But, the success will depend upon the fact that how many number of
people are actually using green banking options. Both public sector and private sector banks

like- State Bank of India, Bank of Baroda, PNB, Axis bank, ICICI are making contributions to
impart knowledge about green baking and its benefits.

ATTAINING SUSTAINABLE DEVELOPMENT
THROUGH GREEN BANKING

l

| ]

CREATING AWARENESS AMONG TR
L TARGET GROUPS : } [ IMPARTING EDUCATION ]

Awareness can be created through the following means:®
1) Green News on Internet

2) Meetings And Conferences for Bank Staff

3) Road Shows

4) Use of Media

5) Publication of Information Material

6) Environmental Reports

7) Interactive E-learning Programmes

8) Banks News Letters

9) Bench Marking

FINDINGS AND SUGGESTIONS :

Although there are various green banking products and services which are being
offered to the customers," still the study through the secondary sources show that people are
not much aware of all the methods. Many customers still prefer the traditional method of

carrying out banking transactions. Some of the || Indings regarding awareness and use of green
banking services are ;

1. Online saving account is considered as the most widely used tool and the general public
had much awareness about it,

2. Among other methods, online banking and direct deposits are preferred.
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3. Green initiatives like solar ATM, green CDs, green checking are still not known to majority.

4. Many people are not aware about the waiver in processing fee of cars that use an
alternative mode of energy like CNG,

Still, only few people are aware about E-Investment Services.

People face various difficulties in using green banking services such as : technical issues,
privacy and security issues.

o o

CONCLUSION

Climate change is the most complicated issue the world is facing today. Continuous
efforts are being taken to measure and mitigate the risk of climate change caused by human
activity .Banks are also contributing to ecological footprint directly and indirectly through
investment and lending operations.® Green banking can be used as a strategy to reduce
pollution and save the environment .Before making Lhe decision to finance a project banks
must see its impact on the environmental and ensure the project players have environmental
safety measures. Indian banks are still far behind when compared to the banks of developed
countries. If Indian banks desire to enter global markets, it is important that they recognize
their environmental and social responsibilities.
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