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 Consumers  i n  I nd ia  su f f e r  unhyg ien i c  
expe r i ences ,  e r ra t i c  p r i ce  and  i r r egu la r  
ava i l ab i l i t y  i n  da i l y  f ood  and  FMCG 
p roduc ts .  Sma l l  f a rmers  a re  su f f e r i ng  t he  
m idd leman  who ’s  dep r i v i ng  t hem a  f a i r  
p r i ce .  Po l i t i ca l  opponen ts  t o  a l l ow ing  FD I  
( f o re ign  d i rec t  i nves tmen t )  i n  mu l t i - b rand  
re ta i l i ng  a re  shou t i ng  t ha t  mom&pop  s to res  
need  p ro tec t i on  and  consumers  w i l l  be  
chea ted  w i t h  h igh  p r i ces .  I s  t ha t  r ea l l y  so?

Ind ia  has  a l l owed  100  pe r  cen t  FD I  i n  
l i f es t y l e  sec to rs  such  as  au tomob i l es  and  
consumer  e lec t ron i cs  among  o the rs .  Tha t ’s  
r a i sed  consumer  cho i ce  and  des i re  l eve l s  
sky -h igh .  Speedy  fo re ign  mo to rcyc les  
and  ca rs  a re  dange rous l y  dash ing  down  
appa l l i ng  road  i n f ras t ruc tu re  i n  u rban  
and  ru ra l  a reas .  Consumers  a re  f l ou t i ng  
t r a f f i c  no rms ,  h i k i ng  up  f a ta l  acc iden t  
r a tes .  Be fo re  a l l ow ing  t h i s  FD I ,  d i d  t he  
gove rnmen t  f i r s t  secu re  t he  roads ,  sa fe t y  
and  t r a f f i c  con t ro l  measu res?  D id  po l i t i ca l  
pa r t i es  make  a  no i se  t hen?  Ye t  when  
consumers  and  fa rmers  wou ld  ga in  p r i ce  
advan tage  ra the r  t han  rema in ing  i n  t he  
sac r i f i c i ng  dock ,  some  po l i t i ca l  pa r t i es  a re  
ba r r i cad ing  FD I  i n  mu l t i - b rand  re ta i l i ng .  O f  
cou rse ,  t he  power fu l  t r ade r  m idd lemen  w i l l  
be  eased  ou t  when  th i s  happens ,  i s  t ha t  
t he  s tumb l i ng  b lock?  Coun t r i es  l i ke  Ch ina ,  

V ie tnam and  Ch i l e  t ha t  i n i t i a l l y  hes i t a ted  
bu t  have  s i nce  opened  100  pe r  cen t  FD I  t o  
mu l t i - b rand  re ta i l i ng  a re  t oday  en joy ing  t he  
i nves tmen ts ,  j ob  c rea t i on ,  i n t roduc t i on  o f  
t echno logy  and  i n f ras t ruc tu re .  Consumers  
a re  bene f i t i ng  f r om be t te r  p r i c i ng ,  be t t e r  
qua l i t y.  As  pe r  Ch inese  ana l ys t s ,  en t r y  o f  
Wa lmar t  and  Ca r re fou r  has  changed  the  
way  Ch inese  compan ies  manage  bus iness .  
L o c a l  C h i n e s e  r e t a i l e r s  l i k e  S h a n g h a i  
B a i l i a n  g r o u p ,  S u n i n g ,  G o m e  a n d  D a s h a n g  
s t i l l  d o m i n a t e  t h e  r e t a i l  m a r k e t  a s  t h e y ’ v e  
q u i c k l y  l e a r n t  h o w  t o  s e t  u p  n e w  s u p p l y  
c h a i n  s y s t e m s .  I n  f a c t  s m a l l  r e t a i l  o u t l e t s  
h a v e  r i s e n  i n  C h i n a  f r o m  1 . 9  m i l l i o n  
t o  2 . 5 +  m i l l i o n  s i n c e  2 0 0 4 .  U S  m a r k e t  
r e s e a r c h e r  R N C O S  h a s  p r o j e c t e d  t h a t  
V i e t n a m ’s  r e t a i l  m a r k e t  s a l e s  w i l l  i n c r e a s e  
f r o m  $ 3 9  b i l l i o n  i n  2 0 0 8  t o  $ 8 5 +  b i l l i o n  
b y  2 0 1 2 .  I n  2 0 0 9  a l o n e ,  F D I  i n  C h i l e  w a s  
$ 6 . 2 1  b i l l i o n .  S i m i l a r l y  A r g e n t i n a ,  B r a z i l ,  
I n d o n e s i a ,  M a l a y s i a ,  R u s s i a ,  S i n g a p o r e ,  
a n d  T h a i l a n d  h a v e  a l l o w e d  1 0 0  p e r  c e n t  
F D I  i n  m u l t i - b r a n d  r e t a i l  s i n c e  1 9 9 0 s .  
A c c o r d i n g  t o  a  C o l u m b i a  U n i v e r s i t y  s t u d y,  
1 0  y e a r s  a f t e r  I n d o n e s i a  o p e n e d  F D I ,  
s m a l l  t r a d e r s  c o n t i n u e  t o  r e t a i n  9 0  p e r  
c e n t  o f  t h e  b u s i n e s s .

The  l a rge  ma jo r i t y  o f  f a rmers  i n  ou r  
ag ra r i an  economy  own  j us t  two  ac res  pe r  
f am i l y  o f  abou t  seven  members .  They  
ba re l y  gene ra te  Rs  50 ,000  pe r  yea r,  
i npu t  cos t s  can  reach  Rs  30 ,000 .  Pove r t y  
dep r i ves  t hem o f  t r anspo r ta t i on  means ,  
so  t hey ’ re  dependen t  on  i n te rmed ia r i es  t o  
se l l  t he i r  p roduce .  I n  a  bumper  ha rves t ,  
who lesa le  marke t  p r i ces  d ip  d ras t i ca l l y,  
leaving the farmer unable to recover his cost.



For  a  k i l o  o f  t oma toes ,  f a rmers  i n  Ba rpe ta ,  
Assam have  even  go t  on l y  50  pa i se ,  
whe reas  Guwaha t i  consumers  buy  t ha t  
k i l o  a t  Rs  25 .  Fa rmers  may  even  j e t t i son  
unso ld  p roduce ,  as  ca r r y i ng  t ha t  home  
wou ld  en ta i l  t r anspo r ta t i on  cos t .  Bo th  
f a rmers  and  consumers  l ose  he re ,  t he  
cha in  o f  m idd lemen  dea le rs  f r om fa rmer  
t o  consumer  c l ea r l y  w ins .  No  gove rnmen t  
has  reso l ved  unemp loymen t ,  so  common  
peop le  se t  up  mom&pop  s to res  as  a  rou te  
t o  su rv i va l .  The  Gove rnmen t  g ran ts  t he i r  
l i cence ,  bu t  w i t hou t  es tab l i sh ing  any  
i nspec t i on  sys tem.  Take  the  case  o f  ed ib le  
o i l  whe re  abou t  68  pe r  cen t  i s  unb randed  
and  so ld  l oose .  Mom&pop  s to res  a re  a  
k i nd  o f  godown  fo r  s imu l t aneous  s tock -
and -se l l .  Unhyg ien i c  cond i t i ons  p reva i l  i n  
a  l a rge  number  o f  mom&pop  s to res .  The  
poo r  consumer  becomes  the  v i c t im  when  
the re  a re  no  manda to ry  checks  on  qua l i t y  
s tanda rds .  Un l i ke  o rgan i sed  re ta i l s  whe re  
you  can  i n te r f ace  wha t  you  buy,  mom&pop  
s to res  ac tua l l y  exe rc i se  an  an t i - democ ra t i c  
consumpt i on  pa t t e rn .  Manu fac tu re rs  spend  
excess i ve l y  f o r  b rand  p romo t i on ,  bu t  
consumers  a re  a lways  dependen t  on  t he  
coun te r  sa lesman ’s  recommenda t i on  a t  
mom&pop  s to res  t o  ge t  t he  p roduc t .

O rgan i sed  mu l t i b rand  re ta i l s ,  pa r t i cu la r l y  
hype rmarke ts  i nven ted  by  t he  F rench ,  have  
the  ex t rao rd ina ry  m iss ion  o f  bene f i t i ng  
consumers  t h rough  l ower  cos t ,  h i ghe r  
qua l i t y.  Economies  o f  sca le  make  th i s  
poss ib le .  La rge  re ta i l e r s  go  d i rec t l y  t o  
t he  sou rce .  He re  t he  f a rmer,  r e ta i l e r  and  
consumer  a l l  bene f i t  w i t h  compe t i t i ve  
p r i c i ng .  I n  t he  Wes t ,  such  re ta i l s  became 
g igan t i c  on l y  because  consumers  de fended  
them.  F rom the  1980s ,  when  re ta i l e r s  
f ound  tha t  manu fac tu re rs  we re  con t i nu ing  
t o  ra i se  p r i ces  f o r  t he i r  own  i n te res t ,  t hey  
cha l l enged  them w i th  t he  “p r i va te  l abe l ”  
concep t .  Re ta i l e r s  c rea ted  p r i va te  l abe l  
b rands  and  o f f e red  t hem to  consumers  
a t  30  pe r  cen t  l ower  cos t  f r om na t i ona l  
b rands .  Consumers  f ound  no  qua l i t y  

de f i c i ency  he re  and  l apped  them up .  The  
resu l t  i s  t ha t  FMCG ca tego ry  p r i va te  l abe l s  
compr i se  nea r l y  60  pe r  cen t  marke t  sha re  
i n  deve loped  coun t r i es .

L i ke  seve ra l  deve lop ing  coun t r i es  d id ,  
I nd ia  w i l l  ga in  f r om 100  pe r  cen t  FD I  f o r  
mu l t i - b rand  re ta i l i ng  as  i t ’ s  t he  b igges t  
sec to r  f o r  t he  economy ’s  g row th .  A new 
hyg ien i c  d i sc ip l i ne  w i l l  be  pu t  i n  p l ace  
f o r  eve ryday  consumpt i on  p roduc ts .  
Consumers  w i l l  en joy  ou ts tand ing  cho i ce ,  
compe t i t i ve  p r i c i ng  o f  na t i ona l  and  
i n te rna t i ona l  b rands ,  h i gh l y  d i scoun ted  
p r i va te  l abe l  p r i c i ng  and  a  regu la r  l oya l t y  
p rog ram.  Sma l l  f a rmers  w i l l  ge t  a  f a i r  dea l  
i n  d i r ec t l y  se l l i ng  t o  re ta i l e r s .  Re ta i l e r s  w i l l  
have  mass i ve  con t ro l  ove r  sho r t  du ra t i on  
pe r i shab le  p roduc ts .  Cu r ren t  mom&pop  
s to re  emp loyees  w i t h  t he i r  acqu i red  
know ledge  o f  r e ta i l s  w i l l  ge t  be t t e r  j obs  
i n  o rgan i sed  re ta i l s .  I n te l l i gen t  mom&pop  
s to re  owners  w i l l  l ea rn  how to  conve r t  t o  
e l egan t  conven ience  s to res .  The i r  s tanda rd  
w i l l  imp rove ,  t hey ’ l l  no t  be  w iped  ou t .

Consumer  demand  i s  so  h igh  i n  deve loped  
coun t r i es  t ha t  i ndus t r y,  gove rnmen t  and  
po l i t i c i ans  canno t  i gno re  i t ;  t hey  have  
to  respond  i n  acco rdance .  Ac tua l l y  i t ’ s  
no t  on l y  manu fac tu re r  magnan im i t y  t ha t  
o f f e r s  consumer  bene f i t ,  p ressu re  f r om 
consumers  has  ensu red  tha t  consumer  
bene f i t  becomes  the  bo t t om l i ne  i n  re ta i l i ng .  
The  t ime  has  come  fo r  I nd ian  consumers  t o  
s top  sac r i f i c i ng  and  s ta r t  demand ing .  Le t ’s  
en joy  2012  w i t h  100  pe r  cen t  FD I  i n  mu l t i -
b rand  re ta i l i ng ,  f r eedom o f  cho i ce  and  
spend  l ess  money  a t  t he  mu l t i - b rand  re ta i l .
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