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Retail – the selling of goods to the end consumers at a profit – is
the lifeblood of any economy. The sector has a huge employment
potential and can be a revenue goldmine for the government. The
retail stores are where the battle of brands is won and lost and
winners of the marketplace are separated from the losers.
Considering its critical nature to a nation, it is important
for the retail sector to be modernised and streamlined, and
brought in tune with the latest global trends. The more the
retail sector modernises, the more efficient and structured it
becomes. Everybody gains. The government gets more taxes. The
employees get a viable and respected career path. And consumers
benefit from the huge variety and lower costs as efficiencies of
scale are passed on to them.
This special annual edition of “Images Retail” is a celebration
of modern retail in India and what it can do to our nation’s
economy. We connected with dozens of progressive and modern
retailers from all over the country to know their vision about the
future of modern retail, the challenges they face and what can be
done to put modern retail on a high growth path. We also take a
look at the journey so far and what kind of shape modern retail
is expected to take by the year 2020. What emerged is the Vision
2020 of modern retailers, full of key learnings and insights for all
the stakeholders in the trade.
Our conclusion is that modern retail in India hides a
tremendous potential that can be fully harnessed provided the
government takes some key decisions like allowing FDI and
rationalising taxes. Modern retailers on the other hand have to
gear up to create brands which can take on the best in the world
and join forces to confront the critical challenges faced by the
industry. I would like to extend our best wishes to the retail
fraternity on this exciting journey and assure them that we will
be with it all the way as equal partners in their successes and
failures.

Amitabh Taneja
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retail excellence

Spicing up the
Mobility Market
Spice HotSpot, a part of tHe Spice global group, entered
tHe indian telecom retail market in 2005 by opening itS firSt
Store in delHi. it today HaS over 900 StoreS india-wide witH
an annual turnover of `1,665 crore and a vaStly expanded
product portfolio. tHe company iS looking to Hike itS Store
count to 1,500 by 2014 and iS targeting a turnover of `2,000
crore in tHe next 2 yearS
By Sanjay Choudhry and payal Kapoor

Spice Hotspot is one of India’s
leading mobility retail brands owned
by the mobile handset-maker S
Mobility, which in turn is a part of
the Spice Global Group. The retail
chain kick-started in 2005 as Hotspot
Retail in Delhi, with a single-store
operation. It was among the earliest
modern retail formats in the Indian
telecom sector, selling mobile devices,
new connections, mobile recharges,
accessories and other products in the
personalised mobility space.
In 2009, Hotspot acquired Indian
mobile handset retailer Cellucom. The
next year, the Spice Group decided
to follow a single-brand strategy for
the entire group and emblazoned the
umbrella brand “Spice” over Hotspot,
rebranding it as Spice Hotspot.
Over the last six years, the company
has widened its portfolio and business
horizon. From being a pure telecom
retailing platform, the format has
expanded to include digital lifestyle
products such as tablets, smart
phones, mobile handsets, laptops,
data cards and storage devices along
with an enhanced portfolio of mobility
accessories. Currently, Spice Hotspot
has over 900 stores across 172 cities
in India. About 185 of these are
operated by franchisees, the rest by
the company. Company officials say
Spice Hotspot is growing at a CAGR of
20 percent and reported a turnover of
`1,665 crore in the last fiscal.
60 . images retail . august 2012

gRowth factoRs and tRends
According to Spice Hotspot CEO
Sanjeev Mahajan, the industry is
growing on the back of the increasing
affordability of mobile devices in India
and the rise in disposable income of
customers. Convergence of different
technologies into mobile devices is
leading to increased engagement with
smart phones and tablets and the
propensity to spend.
Smart phones have come as a
life saver for retailers in what is
essentially a high volume, low
margin business. Says Mahajan:
“The increasing penetration of smart
phones is leading to an increase in the
average selling price (ASP) of mobility
products. Today, the ASP de-growth
has been arrested due to the growth
in the smart-phone market. Last year,
we witnessed a 100 percent growth in
the smart phone volumes. Over the
next two to three years, this segment
is likely to witness even higher growth
rate. Inversely, there’s been a decline
in the growth rate of the featurephone market.”
The growing mobile Internet usage
will surpass more highly monetised
desktop Internet usage in India in
the near future, he predicts. Though
the competition from unorganised
retailers is tough, organised retailing
is becoming more and more important
in the sector for the servicing and
engagement of customers.

Retail is actually not
about being a national
bRand but about being
hypeR-local
– sanjeev Mahajan,
CEO, SpiCE hOtSpOt

MaRket shaRe and positioning
Spice Hotspot has been positioned as
a one-stop shop for all the mobility
needs of the customers. Company
officials say it enjoys over 50 percent
market share in Delhi and seven other
cities of the country. “We have a 30
percent share of the pan-India market
and intend to take this to 50 percent
by 2014,” adds Mahajan.
The typical customer profile of
Spice Hotspot:
• A whopping 94 percent of the
customers are males
• About 89 percent of customers
belong to the Socio Economic Class
(SEC) A and B
• About 82 percent of the customers
fall between 19 and 35 years
• The average household monthly
income of Spice Hotspot customers
is about `26,000
“People who visit our stores
frequently include young males who
have researched their purchase beforehand. Their visits are pre-planned
to buy their favourite handset. They
like to browse through a product to
experience its features at their own
pace. Our customers are also looking
for well-informed sales staff to help
them compare their shortlist and

retail excellence

Spice Hotspot claims over 50 percent market share in Delhi and 7 other cities

make an educated decision,” says
Mahajan. The customer profile has
been changing marginally over the
years in terms of age. The younger
lot (16+) seems to be coming to the
forefront and taking the purchase
decisions. “But more than that, their
spending behaviour is changing. They
are looking for the maximum value
for money and don’t mind paying for
newer generation products,” he adds.
pRoduct Mix and categoRy split
Spice Hotspot offers a wide range of
collection in mobility products, which
allows it to cater to customers with
different tastes and requirements.
Currently, the retailer sells over 25
brands, including smart phones from
Samsung, Nokia, Spice, HTC, Sony
Ericsson, Blackberry, Motorola, and
LG, entry-level mobile phones, tablets,
laptops, cameras, accessories (for

both mobile and IT products), prepaid
connections, recharge coupons, and
so on. For high-end products, an EMI
facility is also provided to customers.
The offerings and price bands at
each store are customised to suit the
catchment area. Says Mahajan: “We
service all price bands and catalogue
our products depending upon the
catchment areas. As we are present
across India, there’s a pressing need
to address customer needs according
to the demands of different regions
and price range, and we catalogue the
products and categories accordingly.
However, the throughput is higher
at higher price brackets and 65–70
percent of our revenue is generated by
smart phones.”
The majority of the category
split at Spice Hotspot is accounted
for by smart phones, followed by
feature phones and then laptops

and accessories. “Depending on the
catchment area, we look at seeding
categories such as digital cameras and
gaming devices as well as services
like insurance, financing, extended
warranty and apps,” says Mahajan.
Currently, Spice Hotspot is looking
at deepening the range of fashion
accessories at its stores.
location stRategy
For opening stores, Spice Hotspot
is open to malls as well as high
streets, depending on the region and
city. Currently, it has a mix of both
locations all over India.
The company’s location strategy is
based on various parameters including
the presence of competitors near the
location, the catchment area and
population, a survey of the destination
markets, availability of high-visibility
corridors, malls and commercial
august 2012 . images retail . 61
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The Accidental
Entrepreneur
When Vikram Bhatt launched a 270 sq.ft.
salon in mulund to help a friend financially,
he neVer imagined that it Would go on to
Become the largest chain of unisex salons
in mumBai. that Was in 1997. today, enrich
has an enViaBle spread of 50 salons and is
groWing at 125 percent each year!
Nivedita Jayaram Pawar caught up With the 38year-old Bhatt to understand the dynamics
of the Beauty Business in india and What it
takes to scale up
I always maintain that I am an
accidental entrepreneur. Enrich started
as a friendly venture between me,
Rohit Dedia and Parul Mehta. Our
friend Mehta who had knowledge
about this field had lost her father and
this venture was purely to help her
financially.
First cut
We opened our first salon in
October 1997 in Mulund at an initial
investment of `6,00,000. The rent was
`8,000 a month. The major chunk of
the investment went into furniture,
air-conditioning, false ceiling, etc.
Expenses worth a lakh went into
buying chairs, hair dryers, and
pedicure and manicure kits. It was the
first unisex salon in the suburbs – a
really big thing at that time.
I had just done my post graduation
from the KJ Somaiya Institute and
was working with the Bombay Dyeing
Group as the finance manager. So I
was sailing in two boats. The Mulund
salon was 270 sq.ft. on the high street.
It had five hair chairs, two beauty
cabins, a reception and waiting areas.
66 . images retail . august 2012

A Cut Above: Vikram Bhatt, Founder, Enrich

The staff comprised of two hair
stylists and beauty therapists each.
Mehta, one of the founding members
of Enrich, managed the salon and
provided services.
With our very first salon, we
realised two important things –
professional set up and processes.
We were the first to introduce a rate
card in the industry. Till then, a client
would always be guessing what she
will be charged at the end of the
service or therapy. We wanted to be
very transparent in our dealings. It
helped that we were not from the
industry and could think differently.
Next was the loyalty programme.
We realised early on that to be able to
survive in this business, we needed
repeat customers. So we introduced a
loyalty card priced at `500 which gave
the client a flat 20 percent discount
on all services for a year, and at the
end of the year, she got services worth
`500 free. So essentially, the card
came free to her and it ensured that
she remained loyal to our salon. Our
focus was to enroll 75–100 members a
month. We used strip advertisements

vision 2020

India’s
‘Modern

Retail’
Journey
Foundations oF modern retail
Since as long as the human species
has formed settlements in history,
some kind of retail business has
existed, whether in the form of
temporary shacks and kiosks at
the village fairs, haats and weekly
markets, or as more permanent
establishments. It is difficult to mark
a milestone or draw a line in time
that announces the arrival of modern
retail in India. Most of us are inclined
to view the 1990s as the time when
it “appeared” in the country but,
in truth, the development of retail
chains has been far more organic and
occurred over a much longer time.
For instance, we often forget that
the bookstore chain Higginbotham’s
started way back in 1844 in Madras.
Some of the earliest large department
stores included the Army and Navy
Stores which opened their first outlet
in Bombay in 1891. Spencer & Co.
launched from Madras in 1895. These
formats were primarily launched to
cater to the needs of the British and
expatriate population. On the other
hand, Nilgiri’s, one of the oldest
supermarket chains in India, traces
its origins to a small store in 1905
72 . images retail . august 2012

set up by an Indian. In 1936, his son
expanded the modest store into a
supermarket on Bangalore’s Brigade
Road, adapted appropriately to fit
in with the local culture. Soon, the
Nilgiri’s supermarket spread to other
cities in South India.
Malls – “covered shopping spaces”
– are not entirely new to India either.
The Mughal emperor Shah Jahan
had Meena Bazaar, one of the first
recorded enclosed shopping arcades
in India, constructed in the 17th
century. Mumbai’s Crawford Market
was opened in 1869 and Calcutta’s
New Market in 1874. New Delhi’s
Connaught Place, with its covered
arcades, was set up in 1931.
More recently, leading
manufacturing companies – such as
textiles-makers DCM, Raymond and
Bombay Dyeing and footwear-maker
Bata – established their own chains
of retail stores, including companyoperated outlets as well as authorised
dealers operating under the company’s
banner. The growth of these chains
was organic, based on reputations
built over time. A demand-pull was
created by the consistent delivery
of products and services through

generations. This became the basis for
opening more stores which in turn led
to their evolution into retail chains.
Over the 1980s, a new wave of
modern retail was led by indigenous
ventures such as Intershoppe
(fashion), Little Kingdom and The
Baby Shop (children’s products),
Nirula’s (fast food) and Computer
Point (computers). Many of these
were perhaps ahead of their time. The
critical mass of consumers had yet to
develop, the business infrastructure
was inadequate and funding norms
were unsuitable to the capital-hungry
business of retail. Unlike the textile
companies that had existing, large
manufacturing and trading businesses,
the new retailers were like shooting
stars – glorious but visible for only a
short period of time.
Nor was physical retail the only
avenue being explored for growth
during these decades. For instance,
an Indian retailer thought of
replicating the success of Western
catalogue companies and launched
the Burlington’s mail-order catalogue
retail venture. He even became a
joint-venture partner of one of the
world’s largest catalogue retailers, the

vision 2020
if you have been on a roller-coaster ride, no written
description is complete enough to capture the rush,
the fear of falling and the thrill of coming out at the
other end. experiences on the roller-coaster are also
as varied as are individual riders. so it is with the retail
business in india. it is like india itself – everything that
you can say about it is true, and its exact opposite is
also true. there have been phenomenal successes and at
the same time wild failures, too.
it’s also worth remembering that indian epics have
multiple threads and story lines which are usually
explored alternately. thus, this is also not a strictly
chronological account of the events, as the story
weaves back and forth a bit. neither do we claim this to
be a complete account of the journey of modern retail
in india so far. there are some examples quoted but by
no means are they representative of the entire industry
or segment. our hope is only to convey a flavour of
modern retail as it has grown, changed and evolved
along with the country and its consumers
By Devangshu Dutta and Tarang Gautam Saxena

Otto Versand of Germany. Other retail
models have included direct sales
businesses such as Eureka Forbes,
which introduced vacuum cleaners
to Indians through demonstration
parties, and Spectrum which sold
home computers to forward-thinking
parents for their children.
Thus, while we tend to think of
more recent businesses as pioneering
the segment of modern retail, in
reality the current crop of retailers is
standing on the shoulders of others
who have created successes – and
failures – earlier, from which we are
still learning. In fact, retail has grown
and modernised organically the world
over, despite periods of boom (such
as the post-War years in the US and in
Europe).
However, in East Asia during the
1980s and 1990s, there has been
a disproportionately rapid growth
of retail businesses owned by the
conglomerates. This was supported by
three significant factors among these
indigenous retailers and franchise
partners, other than the growing
consumer incomes:
• Business and financial scale of
the conglomerates that was built

on manufacturing and trading
operations, and significant real
estate holdings
• Political weight, and
• General development of
infrastructure, both urban as well
as cross-country.
On the other hand, West Asia saw
surplus incomes “fuelled” by the
oil boom. Through the 1990s, this
created the opportunity for Western
European and American brands to
sweep into the market on the back
of local franchise partners that
modernised the local retail scene
rapidly. Similar growth is visible in
Brazil and Russia as well as in Eastern
Europe where retail consolidation has
swept through very quickly, both with
domestic companies as well as with
international retailers stepping in.
India’s case is slightly different
and more hybrid in nature. Clearly,
economic growth and similar factors
have aided the relatively “sudden”
emergence of new corporate retailers
during the last two decades, but
there is also a prior organic base of
growth that acted as a foundation for
further development. In fact, the size
and diversity of the country and the
august 2012 . images retail . 73
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VISION 2020
The modern reTail indusTry of india and The governmenT have
Their Task cuT ouT before Them – To Turn The secTor inTo a
powerful economic engine of growTh in a win-win siTuaTion
for all The sTakeholders. so whaT do The reTail leaders of
india say abouT Their vision for The fuTure and how They can
make a ‘denT in The universe’? read on
The opportunity is gigantic and
the stakes are high. The overall Indian
retail market is going to more than
double in size to $1.3 trillion by 2020,
up from $500 bn now, according to a
recent FICCI and TCS report. The share
of modern retail, which is 5 percent
currently, will shoot up six times in just
eight years to 30 percent ($220 bn), an
impressive figure by all means.
Top Indian corporates – from Dabur
and Aditya Birla Group to Reliance,
Raheja’s and the Bharti Enterprises –
have strategically positioned themselves
by opening modern retail formats
across the country so as not to miss
the bus. But there seems to be many a
slip between the cup and the lip, the
experience of these giants over the last
few years shows.
The challenges are immense but so
too would be the rewards – the retail
business can be scaled up pretty fast
and it is not a coincidence that many
80 . images retail . august 2012

of the American retailers have made it
to the Fortune 500 list and Walmart has
become synonymous with the rolling US
economic juggernaut.
For this special annual edition of
Images Retail, we talked to many
progressive retailers from across the
country to understand their vision
of how modern retail will look like
by the end of this decade and the
critical challenges they face which are
preventing them from doing a Walmart
on the world.
The biggest worry of retailers
currently is the artificially high rentals
which are squeezing margins and
turning many retail businesses unviable.
This makes it difficult for retailers to
expand or experiment with new formats
and ideas since the cost of failure
becomes terribly high. Overbearing
and intrusive government regulations
(a legacy of the socialist days when
businessmen were considered an

unnecessary evil), the high tax rate,
unreliable supply chains and logistical
infrastructure, an acute shortage of
skilled manpower and difficulty in
getting financing from the banks do not
make life easy for retailers.
Yet the Indian retail community
remains bullish about the future, firm
in the belief that modern retail is an
idea whose time has come. All they
want from the government is to get its
act together and act as a facilitator for
growth. FDI in multi-brand retail will
open the floodgates of capital infusion,
injecting funds, technical expertise and
operational efficiencies into the Indian
retail industry, and almost every modern
retailer is rooting for it. Another factor
that promises to be a game changer is
the GST. This will simplify the taxation
system and integrate the regional
markets tighter with each other.
The government has to move speedily
on these issues, despite the political
opposition, so that the sector gets
modernised, wastages in the supply
chain are removed and efficiencies of
scale get passed on to consumers.
In the following few pages, we bring
you the views of dozens of progressive
retailers about the challenges and
opportunities facing the Indian retail
industry and what needs to be done to
unleash their entrepreneurial potential.
If their wishes come true, it seems it
will only be a matter of time before an
Indian version of Walmart emerges to
dominate the world.

VISION
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DAmoDAr mAll, Director, Food Strategy, Future Group

AjIt josHI, MD & CEO, Infiniti Retail

Are you satisfied with the way
Indian modern retail has grown in
the country until now? How do you
see its progress over the past 10 to
12 years?

In the last 10 years, we have got a very high number of
offerings tested in the market. To that extent, modern retail
has worked in India. It is a development engine for many new
product categories. It has the power to upgrade customers.
Modern retail has made a difference to the lives of urban
consumers because it offers them many more choices in a
much more effective way compared to traditional retail

Indian organised retail is pretty nascent but has shown
tremendous opportunities. India is a growing economy with
a billion-plus young population which supports the growth
of retail to a great extent. In the past few years, we have
seen many big players come to India to tap the enormous
consumption level. From this point onwards, Indian modern
retail can only grow in leaps and bounds

How according to you will Indian
modern retail look like in the
year 2020 and beyond? How do
you think it will evolve in the next
ten years?

By 2020, modern retail will stop being a story. Instead
of being restricted to some catchments and cities, it will
become mainstream and turn into a way of life, the way
kirana stores are today. We will have destination retail,
specialised retail, and modern retail, all existing in our
neighbourhood

We will see more consolidation happening and more foreign
players coming in. Indian retailers will experiment with
formats, which will lead to profitability. There will be a lot of
streamlining happening. Modern retail will go to every nook
and corner of the country. Last but not the least, many retail
players will become successfully profitable

What do you think are some
of the biggest problems and
challenges facing Indian
modern retailers? What critical
bottlenecks have to be overcome
to allow Indian modern retail to
grow to its maximum potential?

Many Indian retailers still face the challenge of cracking a
model that would work pan-India, right from the metros to
tier III cities. Despite some strong regional players in some
locations, retail is yet to have a modern network across the
country. Sector-wise, we need a paradigm shift in the way the
value chain that services modern retail is shaped. It has to
be upgraded along with the infrastructure

Making the right business proposition is crucial for Indian
retailers. We have to get the format right and become
profitable. The supply chain system as well as proper delivery
and replenishment of goods still pose a challenge, especially
for the hypermarket formats. The infrastructure also acts
as a bottleneck in terms of escalating rentals and realestate costs

In which areas do you think
Indian modern retailers are
lagging behind the West and
China? What do you think have
been the main disappointments
of modern retail in India?

We started late. The West began its journey of modern retail
60 years ago while China has a 10 year headstart over us.
But I think we in India are just a few years behind in the
learning curve. Whether Indian or global, all retailers have
to do their own set of discoveries, make mistakes and learn
from them.

Modern retail has been there in the West for many decades
now, but is a new phenomenon in India. China is a quick
learner. Having said that, we have nailed some crucial
bottlenecks even though India is a diverse cross-cultural
market. Supply chain and effective adaptation of technology
need more focus. I can’t recall any disappointment as such –
everybody is trying not to repeat their mistakes

What do you suggest should
be done by the industry and
the government to consolidate
the growth of Indian modern
retail and push it to a higher
growth path?

The urban middle-class Indian customers have deep pockets
but short fingers. Their purchasing power is much higher
but they have to be encouraged to spend. All bottlenecks
standing in the way of higher consumption have to be
removed. The entire ecosystem that feeds modern retail
needs simplification in terms of taxation, restrictions,
licensing, etc.

FDI in multi-brand retail is the need of the hour. This will
facilitate the FII inflow. Retail is a capital-intensive industry
and lack of funds is forcing many retailers to slow down
their expansion plans. Also, the industry provides a lot of
employment. So government should facilitate the growth of
infrastructure to support this sector
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