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When the old 
guard changeth
The Indian food and grocery sector is 
undergoing a paradigm shift with the newer 
generation of grocers (who are taking over the 
family business) setting new standards and 
benchmarks. They are deploying sophisticated 
technology, initiating better customer service, 
improving their store operational effi ciencies, 
and experimenting with innovative store 
formats. They also have aggressive expansion 
plans in place.

Traditional stores that come to mind are the 
over 100-year old Dorabjee’s in Pune, Modern 
Bazaar in New Delhi, Kipps in Ludhiana, 
Mongini’s in Mumbai, Nilgiris in Bangalore, 
and many more – all of which have become 
landmarks in their respective cities.

As traditional stores make way for modern 
retail formats, the new breed of grocers ensure 
that retailing is not mere merchandising, 
but encompasses a completely satisfying 
shopping experience for their customers. 
They are hands-on at their store(s), meeting 
and greeting customers, checking on their 
shopping needs and attending to their 
demands. These forward-looking grocers are 
ready to break away from established norms, 
even challenge the older and more established 
unorganised retail.

As the new regime takes charge, new 
opportunities begin to arise, and new 

methods begin to evolve. Brands are looking 
to these progressive grocers to innovate 
with new product lines and value additions, 
while store designers are creating exciting 
store interiors and visual merchandising, 
and support providers are increasing their 
effi ciencies. The result is there for all to see - a 
rise in consumer confi dence, better shopping 
experience, increasing sales, and strong 
brand positioning.

In this issue, we meet four such grocers 
who have carried on the retail legacy 
bequeathed by their fathers or forefathers, 
and who have made a successful transition 
from traditional formats to modern. We also 
introduce you to two young entrepreneurs, 
Gautam Kalothia, who has opened wine 
boutiques within malls in Bangalore, and 
Raghav Paweja, who has created an urban 
supermarket in a rural setting in Gurgaon. 
This issue also carries on the debate over the 
long pending GST and the question ‘’when?’ 
continues to hang fi re.

As always, we look forward to your feedback 
and suggestions.
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Progressive Views

ABCD of Sales
Retail promotions have become essential weapons in the marketing 
arsenal of retailers, whether they are price discounts, multi-buys, 
additional quantity or targeted non-sale promotional events

By Sandeep Puri & JK Tandon

• Food and grocery is the second-largest segment of 
the retail industry; and with the Indian food retail 
growing at the rate of 30 percent, it is going to be the 
major driving force for the retail industry in the coming 
years.

• With competition rising in the food and grocery 
segment, prominent hypermarkets are fi ghting to stay 
ahead in the rat race.

• Food prices have risen by 6 percent in India in the last 
six months. The biggest factor pushing prices is the cost 
of producing and marketing crops. Several factors will 
make farming more expensive in the coming months.

• The soaring price of wheat and other commodities are 
signalling the end of an era of cheap food for Indians.

• It is becoming increasingly important to measure the 
effectiveness of retail promotions.

Banking on retail promotions

Progressive Views_July_2012.indd   14 6/27/2012   3:20:21 PM
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Motives for retail promotion

• Increase in revenue
• Encourage switching from retail 

competitors
• Increase trip/basket spend
• Increase store traffi c
• Reduce inventory
• Increase expandable consumption
• Fast adoption of private labels.

Customers have become ‘value 
conscious’ while shopping for food 
and grocery items, and are shopping 
across different retail outlets to 
get the best deal. It is important 

to consider that price is not the only means 
through which retailers compete. Customers 
consider a wide range of factors while buying 
food and grocery products. These include 
promotions, price, product range and quality, 
store location, queuing time, opening hours 
and access to car parking. There is a nexus 
between price and convenience that underpins 
competition across competing retail outlets 
despite price differentials. Now customers 
have the opportunity to weigh a range of price 
and convenience factors when deciding the 
type of food products they purchase and the 
retail outlet from which those products are 
bought. Here, retail promotions can play a vital 
role in infl uencing customers.

Promoting sales
Retail promotions are designed to increase 
retail sales; and are used as part of a 
broader marketing strategy, which can 
include special events and brand-building 
activities. Retail events can promote general 
services, convenience and special attractions, 
rather than using bargain prices to draw 
shoppers. Cooperative promotions, cross-
retail promotions and niche promotions are 
examples of retail promotion activities being 
followed by different retailers.

Retailers can use a blend of different 
promotion mixes like advertising, visual 
merchandising, personal selling, public 
relations and in-store décor to drive sales. 
They can also offer discounts such as happy 
hours, loyalty cards, cents-off deal, loss 
leader pricing, etc. Price reduction may be a 
percentage marked on the MRP (maximum 
retail price), direct % off, indirect % discounts 
50%+20%, quantity discounts, coupons, 
games and events. Indian consumers are 
exposed to a range of promotions to choose 
from in almost all the product categories.

However, while retail promotions are 
effective at prompting purchase, their impact 
can be detrimental if not managed properly. 
These promotions are a cost to a business and 
can teach customers to buy only on discounts 
which can diminish brand equity, and reduce 
overall category spend in the long term.

The food and grocery retailing in India is 
fl ooded with promotional offers to attract 
customers because of increasing competition 
and rising infl ation. It is estimated that up to 
30 percent of all grocery purchases in India 
are made on promotions and trends indicate 
that this could increase among key retailers. 
Consumers today are savvier (regularly 
performing price comparisons through 
promotional deals) and more demanding 
(expecting wide assortments of grocery and 
high levels of customer service).

Promotions for the retailers represent 
signifi cant investment in time and money. 

As a result, deciding what to sell and which 
promotions to run have become exceedingly 
complex. Now, it’s either to serve the 
customer, or watch them go down the street 
to other retailers. So, the question is, how do 
these promotions affect the buying decisions 
of Indian consumers and what strategies 
or tactics can be employed to increase the 
effectiveness of these promotions.

Driving consumerism
In the current scenario, most retailers are 
concerned only about getting the sales 
through. In order to measure the effectiveness 
of any promotion offer, managers often fail 
to realise that consumers have their own 
parameters to evaluate, which can indeed 
vary depending on different demographic 
characteristics of the customer. What drives 
Indian consumers? How would you describe 
Indian consumerism to a foreigner in four 
characters? The answer to this question is 
ABCD (A-Astrology, B-Bollywood, C-Cricket, 
D-Discounts). While ABC is highly characteristic 
to Indian consumers, discounts are loved by 
customers all around the world. However, the 
concept of discounts and getting the lowest 
possible price for purchases makes natural 
sense to Indians.

It is estimated that up to 30 percent of all grocery purchases in India are made on promotions 
and trends

There is a nexus 
between price and 
convenience that 
underpins competition 
across competing retail 
outlets despite price 
differentials
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With a belief that the succeeding generation will take the business 
to greater heights, the founding generation is passing the baton to 
a new breed of entrepreneurs. Progressive Grocer takes a look at 
4 forward-looking retailers who are carrying on the retail legacy 
bequeathed by their fathers or forefathers, and who have made a 
successful transition from traditional formats to modern

By Juhi Sharma

the legacy 
continues...

In 1962, when Sam Walton opened the 
fi rst Walmart store in Rogers, Arkansas, 
USA, little did he know that he was 
introducing a retail formula that would 
one day become a benchmark for retailers 

across the world. The credit for Walmart’s 
success story goes to its second generation 
owner, S. Robson Walton (Sam Walton’s 
eldest son) who carried on the legacy based 
on philosophies set by his father. The retail 
chain is believed to have leveraged on its 
key business strategies, one of them being, 
offering products at the lowest possible prices.

Closer home, independent grocers have 
historically relied on traditional ways of doing 
business, passing on their skill and business 
acumen to their son(s), but holding onto the 
reins for as long as possible. They had little 
impetus to change.

But, with time, customers began to change. 
Then, the store owners themselves began to 
change as they prepared to hand over the keys 
of their stores to the next generation with the 
belief that the successive generation would 
take the business to greater heights.

The new generation of grocers are 
educated, aware of new trends, open to the 
constant fl ow of information, comfortable with 
technology, and keen on modernising their 
stores using the latest design concepts. They 
are upgrading their store layout and visual 
merchandising, increasing their merchandise 
assortment, focusing on improving supply chain 
management and distribution, willing to meet 
customer demands for personalised services 
and new products, and information about the 
brands they buy. They recognize that to beat 
competiition they must have the extra edge.

Even while retaining their traditional 
values and business principles, these 
retailers are progressive. They are smarter 
at collaborations, faster in making important 
decisions, and more agile in meeting customer 
demands. They are ready to break away from 
established norms, even challenge the older 
and more established unorganised retail. All of 
this is creating fresh opportunities for brands 
to innovate with new product lines and value 
additions; for store designers to create exciting 
store interiors and visual merchandising; 
and for support providers to increase their 
effi ciencies.

As the new regime takes charge, new 
opportunities begin to arise, and new 
methods begin to evolve. The result is a rise in 
consumer confi dence, increasing sales, and 
strong brand positioning. �

COVER STORY

Rajan Sethi 
4th generation 
Frontier Biscuits

Qusai Khorakiwala
3rd generation
Monginis Foods

Agosh Malik
2nd generation 
Morning Stores

Hitesh Arora
2nd generation 
Kipps Mart
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COVER STORY

the country. At the helm today is Rajan Sethi, 
the fourth generation, and son of Pawan 
Kumar Sethi.

Rajan joined the business in 2007, starting 
work in the production division, from where 
he moved onto the packaging unit. Today, he 
heads business development. From 32 stores, 
he has taken the store count to 50. No small 
feat this.

Frontier 
Biscuits 
(circa 1921)

Going 
Strong

A 250 sqft Frontier Biscuits store of the 
early years

Rajan Sethi

Large glass jars displaying the biscuits

Expansion plans include100 Frontier Shopping Zones by 2013-2014

In 1921, Mangal Sain who lived in West 
Pakistan, started a biscuit shop and called 
it the Frontier Biscuit Factory. Following 
the Partition, the family shifted to Delhi’s 
Sadar Bazar, where they set up a small 

business production unit, from where the 
biscuits were retailed as well.

Son Munshi, who was now heading the 
business, passed on the reins to his two 
sons - Pawan Kumar Sethi and Sanjeev Sethi, 
who, in turn, expanded the company to two 
manufacturing units: one at Lawrence Road 
in Delhi, and the other at Bahadurgarh in 
Haryana, and began to refer to shops as 
Frontier Shopping Zones. 

Long recognised as a leading 
manufacturer and retailer of hand-made egg-
less biscuits, the family-run business is now 
leveraging its brand value to position itself as 
a national brand with exclusive stores across 

His earliest memories are of the freshly 
baking biscuits and visits to the Lawrence 
Road unit with his father and grandfather. “I 
simply loved the smell of oven fresh cookies, 
and loved binging on them. I think I owe the 
decision to enter the family business to my 
love for food, especially cookies.”

The baking today is a far cry from the 
wood fi re ovens used for baking the biscuits. 
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Category 
Watch

Flouring Growth
Thanks to the favourable characteristics of the branded fl our market, 
modern retailers can accelerate the category’s growth through their 

power to lower prices and raise customer awareness

By Deepak Sharma and Gehan Wanduragala

Branded fl our (atta) has emerged 
as a signifi cant contributor to 
India’s booming FMCG industry. 
Since 2002, sales in this relatively 
young product category have 

grown around 8-fold from under 600 crore 
($100mn) to over 4,500 crore ($800mn) 
today. This growth has been driven by Indian 
consumers seeking greater convenience than 
the traditional but time-consuming process of 
taking wheat to their local chakki (mill), and 
wanting a guarantee of better quality than that 
provided by unbranded fl our. Until now, the 
task of meeting this demand for convenience 
and quality has largely been taken up by 
leading FMCG players like Hindustan Unilever 
(Annapurna), ITC (Aashirvaad) and General 
Mills (Pillsbury), along with fast-growing 
regional players like Shakti Bhog.

However, the growth of modern or 
organised retail is shifting the playing fi eld for 
this nascent product category. While FMCG 
fi rms were able to develop the market for 
branded fl our through the traditional channel 
of unorganised retailers - which played to 
their strengths in distribution – but as modern 
retailers capture an increasing share of sales, 
they can take the driving seat and accelerate 
the category’s future growth.

A favourable category for retailer-led 
growth
At present, around 8 percent of packaged atta 
is sold through the modern retail channel. 
While this may appear small, it is in fact very 
signifi cant given the relatively low penetration 
of modern retail, which currently accounts 
for only 5-6 percent of total retail sales. This 

Unorganised

Share of FMCG products and branded fl our sales by retail 
channel, percent

The share of branded fl our sold through organised 
retail is higher than the FMCG sector average

Organised

SOURCE: IBEF

5
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FMCG

100%    =  153,000 4,500   (Rs. Crore)

8

92

Branded
Flour

Private label fl our at a MORE store
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Although the low level of value addition in the category is a major challenge 
for the margins of FMCG brands, it is an advantage for retailers as they can 
develop private label products of a comparable quality with relative ease

fi gure of 8 percent is also well above the 
5 percent average for FMCG products as a 
whole. Only refi ned edible oils generate a 
higher percentage of their sales (9 percent) 
through modern retail. Furthermore, in larger 
cities where the penetration of organised 
retail is greater, the percentage of branded 
fl our sales going through this channel is much 
higher. Here, some 25 percent of FMCG sales 
go through modern retailers, lifting their share 
of the sales of branded fl our to around 40 
percent.

There are two key features of the branded 
fl our market in India that make it well suited to 
retailer-led growth. Firstly, as a commodity-type 
product, fl our is an easier category in which to 
develop private labels. Secondly, with existing 
FMCG players less well established in this 
relatively new category, there is greater scope 
for retailer initiative.

There are fewer barriers to private label 
growth
Private labels are developed by retailers as 
a means of capturing more value. However, 
thanks to their lower cost model, they can 
also keep prices down and thus grow a 
category by offering more affordable options 
to consumers. Usually, private labels begin 
by imitating established brands in mature 
product categories with a lower priced 
alternative. In the branded fl our market, this 
process can occur much more quickly due 

to the commodity-type nature of the product 
and the behaviour of consumers toward such 
purchases.

Firstly, fl our is a commodity-type product 
because the input material (wheat) is 
broadly uniform and there is a low level 
of value addition. This means that the 
process is easy to replicate by rival fi rms 
and therefore margins are competed away. 
These characteristics have seen a number of 
leading multinationals struggle against lower 
cost local competition. Cargill (Nature Fresh) 
and Con Agra (Healthy World) both exited the 
branded fl our market in the 2000’s after a 
few unprofi table years. Although the low level 
of value addition in the category is a major 
challenge for the margins of FMCG brands, it is 
an advantage for retailers as they can develop 
private label products of a comparable quality 
with relative ease.

Secondly, consumers’ buying behaviour 
toward branded fl our is shaped by the fact 
that it is a basic staple in the Indian diet - 
particularly in north India. As such, fl our is a 
purely needs-based purchase, where above a 
minimum level of quality the buying decision 
will be subject to a declining level of customer 
involvement over time. This means that value-
conscious Indian shoppers will be less inclined 
to pay a premium over private labels for brand 
name alone. As a result, retailers can attract 
customers to private labels through simply 
offering lower prices. These low switching 

costs in branded fl our have helped push it 
into the Top 5 private label categories in India. 
At Future Group an impressive 42 percent of 
packaged Atta sales are generated by private 
labels, while at Bharti Retail the fi gure is a very 
strong 35 percent.

FMCG players are less well entrenched
One of the biggest challenges to launching 
private labels in India is overcoming the head-
start FMCG brands had over modern retail in 
building recognition and trust. In many cases 
brands like Horlicks in malted drinks or Lux in 
soap helped defi ne the product category long 
before modern retailers were fi rst conceived. 
However, branded fl our is a comparatively new 
category, with the leading brands just over a 
decade old. This means brand loyalty is less 
ingrained. Furthermore, with a majority of 
India’s consumers yet to have even sampled 
branded fl our, there are a huge number of 
potential customers with little or no allegiance 
to existing brands.

With organised retailers assuming a 
prime position relatively early in the life of 
the branded fl our market, the strategies they 
pursue will be central to the category’s growth 
going forward.

Retailers will drive category growth by 
lowering prices and raising awareness
Whilst branded fl our’s biggest benefi t is greater 
convenience, the biggest barriers to adoption 
among Indian consumers are cost and quality 
or taste (both actual and perceived). Many 
Indian housewives (who are the key decision-
makers for this product category) are skeptical 
that packaged fl our can match chakki-milled 
fl our for freshness and economy. Although 
leading brands like ITC’s Aashirvaad have 
been able to lower costs through supply chain 
innovations like e-choupal, and communicate 
freshness through a focus on packaging, 
modern retailers now have the potential to 
affect change in consumer attitudes on both 
these fronts.

Modern retailers will grow the category 
by making it more affordable
The increasing scale of modern retailers will 
allow them to expand their range of private 

S NEXT 

. As
to private lab

ower prices. These low s

Indian
makers for th
that package
fl our for fres
leading bra
been able
innovatio
freshne
moder
affect
thes

M
b

Category Watch_July_2012.indd   61 6/27/2012   2:18:49 PM



70 • PROGRESSIVE GROCER • JULY 2012 AHEAD OF WHAT’S NEXT www.imagesfood.com

Cart Away

It’s a common sight these days to see 
trolleys laden with goods waiting their turn 
at billing stations in supermarkets. They 
point to the fact that Indian consumers 
are buying more, buying larger pack sizes, 

and also checking out value added variants 
and imported food categories. Consumers are 
also stocking up on weekly or monthly stocks 
to save on trips to the store.

As consumers are buying more units per 
trolley and buying larger-sized economy packs 
to save costs, the volumes are increasing. To 
accomodate the increased shopping load, 
many retailers are upgrading their trolleys to a 
larger size.

Affi rms Ponnu Subramanian, Senior Vice 
President - Buying, Merchandising (Foods) 
& SCM at Spar, Bangalore, “It is a fact that 
consumption levels are going up. This is due 
to customers’ exposure to different media, 
countries and change in lifestyle. In fact, 
consumption is growing in both directions, 

Economy, convenience and value are 
impacting shopping trolley size at 
supermarkets as consumers pile up stuff
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that is, of new products and of bigger packs. 
Also, smaller packs are exhausted faster, while 
larger packs which often come with discounts 
and freebies, offer more value for money, so 
customers go for them. Hence, in general, the 
trolley size is also increasing to accommodate 
the increasing purchases.”

He informs, “Consumers who come to our 
stores, mostly come with a month’s list of 
grocery and FMCG purchases. Since our stores 
offer a huge assortment and range of product 
categories, there is a direct co-relation with 
the trolley size. Too small or too big a trolley 
will put the customer off. While a small size 
may make it diffi cult to place all the purchases, 
too large a trolley can make manoeuvering 
the aisles diffi cult. Hence, the trolley size and 
design is very crucial for large retailers like us.”

According to a Technopak study, modern 
retail is behind the emergence of several 
new categories or sub-categories with value 
additions. As a result, shoppers are not driven 

by budget alone. If they fi nd a good offer, they 
will buy even if the product is not on their 
shopping list. So as the shopping basket has 
got bigger, with a lot of impulse purchases 
thrown in too, the shopping trolley in stores 
has become larger in size as per consumer 
spend has increased.

At Spencer’s, the average bill value is Rs 
426. The new trend witnessed by the retailer 
is of customers preferring bulk monthly buying. 
The retailer now provides a combination of 
medium and large sized trolleys at all its hyper 
stores and small baskets at its convenience 
stores. At some stores, the number of trolleys 
have increased over time.

Observes Ashman, CEO, HyperCity, “With 
increased liquid cash, the number of repeat 
purchases has defi nitely augmented and 
impacted the buying pattern of consumers 
positively. Retailers offer great deals and 
discounts on products that tempt the 
consumers to buy more than required at 
times. We have seen the trolley sizes increase 
moving from small to big and now bigger with 
the introduction of HyperCity’s Hyper Saver. A 
hyper Wednesday deal gives consumers the 
best offers and lowest prices on food products 
(including fruits and vegetables). In addition 
to this, we have Discovery Fridays, which is a 
day full of best offers on electronics, fi tness 
products and furniture, every week.”

Since HyperCity started business in 2006, 
the shopping cart in its stores has become 
larger in size by 8-10 percent, as consumer 
spend increased at their stores. ”Today, an 
average bill size at HyperCity is upwards of 
Rs 1077, where consumers are not restricted 
by a budget. Our average shopping cart per 
trolley is about 210 litre,” reveals Ashman. 
“An increase in the disposable income of 
consumers is a major contributing reason 
for increase in purchases of imported food 
products. An increase in the acceptance of 
international food has led to increased infl ow 
of foreign products, and the customer is spoit 
for choice and tempted to experiment with new 
food products.”

According to Subramanian, at SPAR stores, 
where the average ticket size varies from store 
to store, locality to locality, and where the 
ball park fi gure is around Rs 950, the trolley 
size varies according to the store format and 
size. “Right now we have 3 supermarkets and 
7 hypermarkets in Mangalore, Bangalore, 
Coimbatore, Hyderabad, Pune, Delhi and 
Gurgaon. In terms of space in a hypermarket, 
which is a large store of 50,000 – 80,000 sqft, 
food and grocery occupy roughly 22,000 – to 
25,000 sqft, contributing to anywhere between 
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