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EDITOR’S NOTE By Amitabh Taneja

The diversity of India’s culinary landscape is 
breath-taking. If you take a drive through the 
length and breadth of the country, the cuisine 
would change almost with every turn of the 
wheel. As if this embarrassment of culinary 
riches was not enough, a new type of food is in-
creasingly becoming popular in India: imported 
gourmet.

Though the market size is currently small 
– just about Rs 1200 crores by most estimates 
- there are some factors which are pushing 
its boundaries. As Indians get wealthier on 
the back of a rapidly growing economy, they 
become exposed to global food habits through 
travel and TV, and get more adventurous in 
their cooking.

Many retailers such as Godrej’s Nature’s 
Basket, Future Group’s FoodHall, Spencer’s and 
Tata Group’s Westside have jumped into the fray. 
Our cover story this issue explores the dynamics 
of this still-nascent industry and what makes it 
tick. One thing, however, is certain: the market 
would not grow to any appreciable degree until 
bottlenecks such as restrictive import policies and 
inadequate cold-chain infrastructure are taken 
head on.

Also, almost all gourmet products in India are 
currently imported. Once the market reaches a 
critical mass, it will be a good idea for retailers to 
also focus on made-in-India gourmet products to 
cut their dependence on imports, and soothe the 
sticker shock that makes many Indians turn away 
from buying gourmet food.

Talking of food, the more things change 
the more they remain the same, or so it seems. 

Otherwise what can be the reason for the rising 
popularity of organic food – the “novelty” food 
cultivated the same way as our ancestors used to, 
without modern synthetic inputs such as chemi-
cal fertilizers and pesticides. In this issue, we elicit 
the views of Vishal Jalan, managing director of 
Aricha Trading Company, which markets organic 
food, to know if it is the way of the future or 
merely a passing fad.

Producing and sourcing food is one thing, 
selling it is quite another. Last year, many retail-
ers switched formats from supermarkets and 
convenience stores to hypermarkets. We chart 
this trend and investigate what hypermarkets 
can do for modern retailers that supermarkets 
cannot. Is big better in the world of retail? Only 
time will tell.

Corrigendum

Our cover story “Get Well Spoon” in the 
June 2011 edition of Progressive Grocer India 
erroneously stated that Dalmia Continental 
imported 3,988 MT of olive oil in 2010 and 
that this figure is expected to go up to 13,500 
MT in 2013. The figures actually relate to the 
entire olive oil imports of India, not of Dalmia 
Continental alone. Additionally, the olive oil 
brand Leonardo sold in India was incorrectly 
identified in the story as a Spanish brand. We 
have since been informed that it is actually 
owned by Dalmia Continental. The error is 
regretted.

– Editor

Going 
Gourmet
Is India ready for premium food?
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I
ndia leads the world in tea drinking. From 
the ubiquitous roadside tea stalls serving 
piping hot tea, to corporate offices with 
their tea dispensers, Indians love to savour 
this sweet and refreshing beverage, several 

times a day. In fact, tea has the ability to cut across 
social strata and consumer groups.

By Rahul Ashok

The everyday cup of tea has evolved from 

a simple brew to become enriched with 

nutrients, and brands are positioning it as 

a health drink

M A R K E T 

I N S I G H T 

Is this your Is this your 
cup of tea?cup of tea?

Unsurprisingly, even with the 
growth of the coffee café culture in 
India and other hot-drink alternatives 
making rapid in-roads in the Indian 
market over the years, the tea market 
has maintained its steady growth. As 
of 2010, the tea market in India was 
valued at $1.52bn, having grown at a 
CAGR of 9.58 percent during 2006-
10. Also heartening for tea brands is 
the fact that growth is expected to be 
sustained in the near future as well.

When we look at tea in the larger 
context of all the hot drinks in the 
market (coffee, tea, malt-based bev-
erages, etc), tea has interestingly ac-
counted for the lion’s share of Indian 
consumers’ spend and consumption. 
As shown in the figure, tea contributed 
to almost 70 percent of the total hot 
drinks wallet, and also 62 percent of 
the total consumption in kgs in 2010.

Although this gives a sense of op-
timism for the domestic tea market, 
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CAGR 9.58%

CAGR 9.62%

Even amid the growing popularity of coffee as a beverage 
across India, the retail sales of tea is expected to grow 

steadily over the next five years as well

(Figures in million $)

2006

1057.4

2010

1524.6

2014

2052.2

India is still lagging behind with re-
spect to the per capita consumption 
of tea. The figure which stands at ap-
proximately 0.8 kg in India in 2010, 
according to the Tea Board of India, 
is far below that of the UK with 2.5 
kg and Ireland with 1.5 kg.

In this context, it is worth under-
standing what refuels focus on the 
Indian tea market, and particularly 
in our discussion of value-added 
teas. As of 2010, the Indian mar-
ket is the second largest in Asia-Pa-
cific (APAC), with a market size of 

$1.92bn and is the fastest growing in 
the region.

Building on the market dynamics 
and the fact that tea drinking culture 
is woven deeply into the fabric of 
social life in India, we are now wit-
nessing concerted efforts from vari-
ous pan-Indian and regional brands, 
for the inclusion of a health-oriented 
positioning. This is a significant and 
a logical move from the aroma and 
broader “good quality tea leaves” 
claims that were the mainstay for 
several decades.

Naturally, value addition 
begins

Tea has been considered to be 
therapeutic by most Indian consum-
ers, because it has been well estab-
lished that the inherent chemical 
composition of this beverage helps 
in reducing blood pressure and re-
lieving stress. Tea also contains a 

kind of anti-oxidant called cat-
echins, which inhibits the effect of 
free-radicals that can potentially 
damage healthy tissues. These free 
radicals are by-products of environ-
mental pollution and also the stress-
ful lives most consumers lead these 
days. The catch here is that, the nor-
mal variety of tea which most Indian 
consumers drink (based on standard 
black tea) contains lower levels of 
these anti-oxidants, as compared to 
green tea.

Driven by a need to align with 
the changing consumer lifestyles, 
companies have started aggressively 
promoting “wellness through green 
tea” as a concept, over the last 2-3 
years. Tata Tetley even launched a 
30-day wellness pack of green tea 
to encourage regular consumption. 
Despite these efforts, apart from a 
small segment of consumers who are 
riding the wellness wave, most con-
sumers have not developed a strong 

India is among the largest tea markets in Asia-Pacific 
(APAC), and is the fastest growing as well, having 
grown at a CAGR of 9.6% over the period 2006-10

(% are based on market value CAGR 2006-10)(values in $ billion)

Top five fastest growing tea markets in APAC
Top five largest tea 
markets in APAC

Republic of 
Korea

India 9.6%

Japan
1.92

China
10.66

Taiwan
0.47

India
1.52

Indonesia
0.91

9.2%

7.6%

7.4%

5.1%

Thailand

China

Vietnam

Both in terms of consumer spends and consumption, tea 
accounts for a majority of the Indian hot drinks market

Share of wallet 
(per capita expenditure, 2010)

Share of throat 
(per capita consumption, 2010)

9%

22%

69%

19%

19%

62%

Tea Other hot drinks Coffee

We are now 
witnessing concerted 
efforts from various 
pan-Indian and 
regional brands 
for the inclusion of 
a health-oriented 
positioning.

The use of “natural” or “organic” claims by Indian tea 
brands has increased significantly over the last few years, 

to emerge as the key theme driving marketing

Source: Datamonitor Product Launch Analytics

Top five claims, among the ten most commonly used tags for 
Tea products in India (2006-10)

Instant

Natural/Organic 28%

15%

13%

13%

10%

No

Preservatives No Artifical

Color High Antioxidants
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R
etailers of gourmet food are offering a gastronomical spread to Indian lovers of exotic food 
items, from Swiss chocolates and truffles to salmons, sushi and figs. Foods which were 
once eaten at rare or special occasions are now finding place of pride in the refrigerators of 
Indian upper middle and elite class homes. These imported high-end culinary delights are 
giving fresh food for thought to retailers as they consider expanding into the potentially 

rich segment of gourmet food.

By Shubhra Saini

Small in size Big on profit

Gourmet Retail

COVER STORY
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Several key developments are im-
pacting the rising interest in gourmet 
food in India. As income levels rise, 
so do the aspirational levels of In-
dian consumers for enhancing their 
lifestyles, which include a desire to 
savour the choiciest of dishes from 
across the world. Indian consumers 
are eager to experiment with exotic 
food items, their high cost notwith-
standing. Sensing this shift, retailers, 
eager to tap this high-end segment of 
customers, are extending their offer-
ings to include retail distribution of 
gourmet foods.

Their aim is to garner profits 
rather than increase volumes, and 
their strategy is to lure customers 
with food products sourced from 
across the world. Says Mohit Khat-
tar, managing director, Godrej Na-
ture’s Basket: “Gourmet food retail-
ing is still evolving in India. We cater 
to niche customers who have more 
sophisticated palates, are knowledge-
able about the nutritional value of 
the food products, and can afford 
them on a regular basis. To cater to 
this discerning class of food enthu-
siasts, we are continuously sourc-
ing the most authentic cooking 

ingredients from international food 
markets, especially Vietnamese, Jap-
anese, Italian and Mexican.”

According to Anand Ramanath-
an, management consulting, KPMG 
Advisory Services, gourmet retail is 
quite popular in Europe and some 
other Asian countries but it is still a 
nascent industry in India, and is es-
timated to be about ` 1,200 crores. 
“However, the scenario is chang-
ing gradually with several big play-
ers looking to tap this segment by 
launching specialised retail stores 
for gourmet foods that include cold 
cuts, organic foods, breads, wines 
and packaged food items sourced 
from across the world. Big retailers 
such as Reliance Fresh, Bharti Easy 
Day and Westside have opened a 
separate section for gourmet prod-
ucts within their stores,” he adds. 

Encashing on this phenomenon 
for gourmet retail, Delhi-based 
Inducia Food & Beverage Inter-
national has launched an online 
gourmet retail store, Deliciousnow.
com. Inducia, which set up its busi-
ness in India in 2008, procures au-
thentic food and beverage products 
from international markets for the 

hospitality sector and other gourmet 
retail outlets such as Le Marche. The 
company has an exclusive partner-
ship for importation and distribu-
tion with international brands such 
as DGF, Maille, Lorina, Beghin Say, 
La Perruche and Rougie. 

Says Adrien de Montalembert, 
director of Inducia: “Interest in ex-
otic food is increasing, but there is 
still a lot of work that has to be done 
to bring the consumer to a higher 
degree of knowledge, so we can’t say 
that it is a mature market yet. People 
are always convinced by food prod-
ucts when they get to taste them, 
so it is only a matter of time before 
more and more Indian consumers 
begin to try out gourmet food.”

No doubt, when it comes to 
gourmet food, discerning consumers 
expect a quality experience, which is 
exclusive and goes beyond the param-
eters of value-for-money. Observing 
this, a number of Indian and multi-
national companies are foraying into 
gourmet retailing, or expanding their 
base in the country. When General 
Mills introduced its packaged and 
branded flour under the Pillsbury 
brand in 2008, it introduced the In-
dian market to the concept of high-
end food brands. Subsequently, it ex-
tended its range to include the world 
famous Haagen-Dazs ice cream. 
Haagen-Dazs is currently present in 
select five-star hotels and retail gour-
met stores in key metro cities.

Though gourmet 
retail is quite popular 
in Europe and some 
Asian countries, it 
is still a nascent 
industry in India, 
estimated to be 
about `̀1,200 crores.

Gourmet generally refers to higher-quality, better-tasting foods and 
beverages that merit special appreciation and a higher price because 
of the quality, authenticity, care, and expense that goes into their 
manufacture, as well as into their packaging, merchandising, and 
marketing. Gourmet is also related to “specialty” and “premium” in the 
food world. Marketers tout gourmet foods and beverages as “affordable 
little luxuries” that can be enjoyed every day, and which often serve as 
comfort foods that appeal to consumers who seek small indulgences.

According to MarketResearch.com, the gourmet/premium market is 
evolving. Mainstream consumers – who are better-educated and exposed 
to fi ne foods and beverages through watching celebrity chefs on TV 
and travel abroad – are upgrading to higher levels of quality and taste. 
Gourmet products in categories such as beverages and confectionery are 
often the fastest-growing in the market.

In the US, retail sales of gourmet, specialty and premium foods and 
beverages are growing at much faster rates than those of the overall food 
and beverage industry. Key market drivers include greater availability 
of gourmet/premium products, growing interest in world cuisines and 
fl avours, the association of high-quality ingredients with health and 
wellness, overlap by gourmet into natural/organic, the supermarket 
industry’s focus on upscale “fresh formats,” and gourmet/premium 
products’ positioning as affordable luxuries. These factors are combining 
to produce a growing population of consumers seeking foods that are 
adventuresome as well as more nutritious.

The Gourmet Food business
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Why are modern retailers so bullish about hypermarkets? Have supermarkets and 
convenience stores failed to compete with their traditional counterparts, which 

offer a more personalised shopping experience, home delivery and credit facility?
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I
n the last few years, a number of retail-
ers have diverted their attention from su-
permarkets and convenience stores (also 
known as C-stores) to hypermarkets. Spen-
cer’s Retail, a part of RPG Group, has closed 

down around 100 supermarkets in the last couple 
of years to consolidate its position and open more 
hypermarkets. Aditya Birla Retail and Reliance 
Retail have also shut down a number of “unviable” 
supermarkets.

By Shubhra Saini

Though hypermarkets are still at 
a nascent stage in India (unlike in the 
Western markets), major retail hous-
es such as Future Group, Landmark 
Group, RPG, K Raheja and Aditya 
Birla Retail, among others, have not 
only ventured into this format, but 
have major plans to expand their 
presence in this format across the 
country. “We are focusing on large 
hypermarkets. We should open four 
more outlets by September 2011 and 
are looking at 35 stores by 2014,” 
says Mark Ashman, CEO, Hyper-
City, a part of K Raheja Group.

A couple of months back, Hyper-
city opened a 60,000 sq ft hypermar-
ket in Bangalore. Spar Hypermarket 
is also planning to expand its pres-
ence in India to leverage on the grow-
ing popularity of hypermarkets in the 
country. “Spar currently runs only 
large-format stores and is looking at 
scaling up in metros, as well as in tier 
I and II towns across India.” says Vi-
nay Singh, MD Max Hypermarket 
India Pvt Ltd. 

Spar is looking at scaling up its 
business in key markets such as Ban-
galore, Delhi, Pune, Hyderabad, 

Mangalore and Coimbatore. Early in 
the year Spar had opened its maiden 
store in Delhi and it entered Pune in 
April 2011.

  Spar Hypermarkets in India are 
operational under a licence agree-
ment between Landmark Group’s 
Max Hypermarkets India Pvt Ltd 
and Spar International.

What does this trend towards 
hypermarkets hints at? Does it 
mean supermarkets and modern 
convenience stores find it difficult 
to compete with the ubiquitous 

mom-and-pop stores that continue 
to dominate the Indian retail land-
scape? No doubt, modern retail is 
going strong. Though it currently 
accounts for a very small proportion 
of the overall retail industry in India, 
modern retailers, both domestic and 
international, are constantly increas-
ing their presence and their share 
in the revenue pie. What modern 
retailers are really bothered about is 
the format to concentrate on, and 
hypermarkets seem to be a favourite 
among present-day modern retailers.

The hypermarket 
advantage

From the retailer’s point of view, 
a distinct advantage offered by the 
hypermarket format is its sheer 
size – instead of managing a larger 
number of supermarkets, the re-
tailer can just focus on a few hyper-
markets. The idea of a retail format 
is to ensure regular walk-ins that 
cut deep bill sizes, and large-format 
stores help in this as well. “Hyper-
markets leverage on collective bar-
gaining, larger buys and focused 
back-end – all these factors work 
together and help hypermarkets to 
ease margin pressures,” says Har-
ish Bijoor, brand expert and CEO, 
Harish Bijoor Consults Inc.

On what makes hypermarkets 
more attractive to a retailer, Hyper-
City CEO says, “The key leverag-
ing factor is better throughput and 
greater volume, thereby enabling ef-
fective sourcing from both domestic 
and international markets. On the 
operational front also, large hyper-
markets drive lower costs.”

Hypermarkets seem 
to be a favourite 
among present-day 
modern retailers.
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S U P E R M A R K E T

Fresh Food
B U S I N E S S

Fresh Food

By James Dudlicek

G
rocers who were looking to build 
upon the wave of premium meat 
sales leading up to Father’s Day 
last month did well to chase the 
 growing demand for natural and 

organic meat and seafood.

Meat and seafood are 

riding the growth of natural 

and organic food sales.

Pricier cuts like filets, ribeyes 
and T-bones have seen steady sales 
increases during Father’s Day week 
for the past three years, an indica-
tion that dads deserve nothing but 
the best — regardless of whether the 
old man is doing his own shopping 
for the annual Sunday cookout or 
if his loved ones are bringing home 
the beef. That’s according to on-
line grocery sales data collected by 

Colchester, Vermont based MyWe-
bGrocer, which expected the trend 
would continue this year after sales 
of premium steaks increased up-
wards of 75 percent during the week 
of Father’s Day last year.

And seeing as how pricier natu-
ral and organic products fall un-
der the premium banner, this and 
other evidence bode well for the 
segment.
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