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ABSTRACT

In the growing economy, retail sector has become one of the major contributors by
way of providing numerous employment opportunities to people. India is known as a
land of shopkeepers, which are easily seen at every nook and corner of the localities.
For opening up a retail store there is no minimum limit of investments, it depends
upon the investor, therefore a large number of people easily open up a retail store and
are employed in this sector. Retailing in India is one of the important pillars of its
economy, accounts for over 10 percent of Gross Domestic Product. India holds the
place of fifth largest global destination in the retail space. The retail sector in India is
continuously witnessing a big transformation from melas to haats to mom and pop
stores to supermarkets to hypermarkets, big glitzy malls to e-retailing to digital malls.
With the change in demographic profile of the customers and ever changing
expectations of the customers the retailers are expected to serve better everyday to its
customers. The Government of India on the other side in order to follow the norms of
LPG (liberalization, privatization, globalization), is opening up the economy for the
foreign players. The Indian retail sector is gaining importance for the foreign players
as India now a day is being considered as one of the lucrative market for making
investments. The country is having a vast geographical area, big population base and
a large customer base of young generation. The young generation is capable of easy
influence and is likely to accept new products offered in the market. The Government
has taken various steps from time to time to attract foreign investors to make
investment in the country. FDI is allowed in a country with an expectation that it with
help in the development of the country with improved infrastructure by way of
investments in the host country. The customers are having different perceptions
regarding FDI in Indian retail sector and retailers are having different perceptions for
it. Both the customers and the retailers are directly affected by the policies of the
Government related to FDI in Indian retail sector. The customers are having
expectations like access to foreign brands, improved quality of the products and
services. The retailers are concerned about opening up of the retail sector for foreign
players for a purpose that they would be acting as their competitors. The impact of
FDI in Indian retail sector is still a question to be answered, thus the present study
tries to explore about the perceptions of the retailers and customers regarding

allowing FDI in Indian retail sector. The main objective of the study is to study the



impact of FDI in retail sector, with reference to National Capital Region (Delhi
NCR), keeping in view the perceptions of customers and retailers regarding impact of
FDI in Indian retail sector. The secondary data for the study is collected from reports
of Reserve Bank of India, Department of Industrial Policy and Promotion, Indian
Brand Equity Foundation, Priceware Copper, Technopak analysis, Earnest & Young,
Delloitte, KPMG(Klynveld Peat Marwick Goerdeler) etc. The primary data is
collected from the retailers and customers belonging to Delhi, NCR (National Capital
Region) region. The responses collected from customers are being analyzed by
converting into factors with the help of EFA (Exploratory Factor Analysis) and are
further confirmed with application of CFA (Confirmatory Factor Analysis). Total
eight factors are confirmed. The shopping behavior of the customers related to
organized retail outlets and unorganized retail outlets is being studied with the help of
ANOVA and Crosstab. The perceptions of customers related to opportunities,
challenges, positive and negative impact is analyzed with the help of factors
extracted. The responses collected from retailers of Delhi NCR region are analyzed.
To explore the relationship between education level of the retailers and the services
provided by them in the retail store, chi- square test and cross tab is used. The results
show that with increase in level of education the retailers are more likely to offer
improved services to the customers. The variables under the study are converted into
factors by applying EFA and CFA. Total five factors are confirmed. The factors are
analyzed further by way of descriptive analysis and reliability analysis to know the
perceptions of the retailers. Regression analysis is used to know the positive impact,

negative impact, opportunities and challenges related to FDI in Indian retail sector.

The study will help retailers to know about the perceptions of customers related to
FDI in Indian retail sector. This will help retailers to make up their strategies
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CHAPTER 1

INTRODUCTION

Retail is India’s largest industry which provides employment opportunities to a mass
chunk of population after agriculture. It gains its importance as the entry in this sector is
very easy as no predefined qualification is required, a retail shop can be started with any
amount of investment, which depends upon the capabilities of the retail store owner.
Retailer is the person who is in direct contact with the consumer to sell the goods. A
number of activities are likely to be performed by a retailer like marketing of goods and
services, providing after sale services to the consumer etc. A retailer acts as a strong and
very important link between the consumer and the producer. The sector is undergoing a
phase of transition from the era of dominance position of wholesaler to manufacturer to
retailer and finally to era of consumers. The changing demographics and ever-increasing
expectations of consumers are affecting the workings and dealings of the retailers as well
as manufacturers. The customer now days are treated as king in the market, with a huge
number of competitors, every retailer is trying to convenience and attract customer to

enter into his retail store.

The sector affects every sphere of people in the society. A huge number of people are
connected to this sector in the form of big retailers, small unorganized retailers,
producers, Government, manufacturers and the ultimate consumers. India is known as a
land of shopkeepers, which can be easily witnessed by looking at small retailers in every
nook and corner of a locality. The retail sector in India mainly comprises of unorganized
retail sector but with the advent of changing demographics, lifestyles, impact of
globalization, easy technological access, the demands of the customers are spurring high.
The demands and expectations of the customers are increasing and changing manifold.
The demands for a variety of products along with standardized qualitative products are
asked by customers. Since many decades, the retail sector was dominated by unorganized
retailers in India but with the advent of changing profile of customers, the modern
formats of retailing have emerged in India. In order to meet up the needs and
expectations of the customers, the new retail formats are being experienced. The retail
sector is witnessing a change from unorganized to organized retailing. The organized

sector in India possesses plentiful opportunities for growth as the share of organized



sector as compare to unorganized sector is very less. The retail scenario is continuously
changing after the LPG revolution. The scope of growth in retail sector is a big reason for
foreign players to be attracted towards making investment in Indian retail sector. FDI is
mainly considered as an investment made by foreign investors in a country, which is
allowed by the host country with an expectation of bringing improvement in
infrastructure and growth of the economy. Keeping this in mind the Government of India
has taken various steps from time to time to allow FDI in Indian retail sector. The liberal
attitude of Government towards FDI policy in retail sector leads to the entry of big global
players in this sector. The Government of India is taking a number of initiatives to attract
foreign players to enter in this sector.

The sector which was earlier predominately run by unorganized retailers is watching the
footsteps of big global leaders with whom they are expected to compete with, in the
market. The retail industry is witnessing manifold changes. The retailer of this sector is
facing a big competition from foreign retailers and will increase further in future. The
customers are also looking forward for a positive change regarding availability of

qualitative products and services in the market.

1.1 CONCEPT OF RETAIL

Retailing may be defined as a definite set of activities or steps used to sell a product or a
service to consumers for their personal or family use. It plays a pivotal role in providing
goods from the place of production to the place of ultimate consumption. It is responsible
for matching individual demands of the consumer with supplies of the manufacturers.
Retailing is the last, but the most important step in Supply Chain Management as it gains
its importance because it is the retailer who deals with the customer at the end, and if the
dealing with customer is not well then, the whole process of supply chain management is
of no use. It is the final step in the process of distribution of merchandise for the
consumption purposes. Retailing acts as a connection between the producer and the
individual consumer, who is buying the products for personal consumption. It does not
consider direct interface between the manufacturer and institutional buyers. The success
of a retail store depends on the capability to meet up the expectations of the customers.
The aim of every retail organization is to sell the products to the customers to earn profits
at the end. In India both organized and unorganized retail sector co-exist to serve the

needs of the customers.



1.2 ORIGIN OF RETAIL IN INDIA

Retailing is a strong source of livelihood after agriculture in India. Way back, to the
ancient times, retailing is being experienced in the form of barter system. People used to
gather at a common place called weekly haats and go for exchanging of goods for goods.
After the induction of money in the economy, goods were exchanged for money through
local kiryana stores, commonly known as mom and pop shops or baniyaki dukan.
Retailing acts as a source of livelihood for a large number of people living in India.

The origin of retail in India can be observed with the emergence of Kirana stores and
mom-and-pop stores. These stores came into existence to meet the needs of the local
nearby people. Gradually the government started supporting the rural retail and with the
support of Khadi & Village Industries Commission it took many initiatives to set up
indigenous franchise stores. As a result, the economy began to open up in the 1980's,the
changing face of retailing was observed. T, for example, Bombay Dyeing, S Kumar's,
Raymond’s, etc. were the first few companies to come up with retail chains in textile
sector. After sometime, Titan launched retail showrooms in the organized retail sector.
With time new formats of retail store came into existence such as hypermarkets,
supermarkets, multiplexes etc. With advent growth in supermarkets and hypermarkets,
the concept of one stop shopping emerges and customers started preferring a place where
shopping and entertainment goes side by side. This resulted into emergence of food
courts, movie theaters, kids play areas, gaming zones along with the shops for the
customers at one place.

The changing taste and preferences of customers forced retailers to think something new
in order to attract customers towards themselves. It leads to emergence of e-tailing after
core retailing. Now customers prefer to buy products online instead of going at retailer’s
doorstep and demanding for products, considering shortage of time the customer now
prefer just a click away shopping experience. The changing preferences lead new

entrants to enter in the market such as Amazon, Flipcart, Jabong, Myntra etc.

1.3 POSITION OF RETAIL IN INDIA

Indian retail sector has experienced significant growth in past few years with large scale

of investment. Initially, unorganized retail was most popular in Indian market. But after

the 1991 economic reforms and emergence of foreign direct investment, this industry is



moving towards modern concept of organized retailing, which is a big source of
employment for skilled as well as unskilled labour for their livelihood and provides goods
and service to customers at their doorstep. Rapid income growth, increasing urbanization,
growing young population, willingness of consumers to borrow for spending now are the
major drivers of increasing retail industry in India (Sudame P &Sivathanu B. (2013)).The
growing Indian market has attracted a number of foreign retailers and domestic corporates
to invest in this sector and thus proved as a major catalyst in the development of a country
through up-gradation of technology, managerial skills and capabilities in various sectors.
Moreover, rise in purchasing power, growing consumerism and brand proliferation has led
to retail modernization in India; but on the other side, this sector gives birth to unhealthy
competitive pressure on small local stores for their survival and existence and has an
adverse impact on low-income and elderly consumers who rely only on local kiryana
shops. These days, Indian local retailers are facing a big challenge from these organized
big retailers, who stand nowhere in front of these big retailers in terms of technology
upgradation, modernization etc. Allowing FDI in retail sector is also creating a big

challenge for these small retailers as well as big retailers in Indian market.

Table 1.1: Indian retail sector size and growth.

Year Retail market | GDP growth
(USS billion) CAGR
2008-09 275.86 15%(2008-13)
2012-13 482.76
2013-14¢ 534.48
2014-15¢ 741.38 13%(2013-19)
2018-19¢ 948.28
Source: CRISIL Research estimates 2014

The table 1.1 shows that Indian retail market shows an increasing trend which represents
tremendous scope for local as well as foreign retailers. Further as per report of IBEF the
Indian retail sector is expected to reach US$ 1.1 trillion in year 2020 from US $ 672
billion in year 2017.

India being one of the fastest growing economies is able to attract foreign investors to

make investment in India. India is known as a nation of shopkeepers. The retail sector



contributes to 10% of GDP and the consumption expenditure is expected to reach nearly
USS$ 3,600 billion by 2020 from US$ 1,824 billion in 2017, as per IBEF report Dec 2018.
The IBEF report also predicts that the Indian retail market is expected to reach US$ 1.1
trillion by 2020. The sector is also gaining importance due to entry of foreign players in
the market. The Indian retail sector has received FDI equity inflows amounting US$ 1.42
billion during April 2000 to June 2018 as per DIPP (Department of Industrial Policy and
Promotion).The sector until now was dominated by unorganized retailers, who are now
facing competition from big organized Indian retailers and foreign retailers like Tesco,
Walmart etc. The big global giants, by purchasing in bulk, succeed in cutting down, as a
result are able to decrease the prices of the products offered to their customers.
Unorganized retailers on the other hand purchase are still dependent on local suppliers
for the raw materials, moreover the demand made by them is less so, they are not able to
gain profit due to bulk buying. As per IBEF (India Brand Equity Foundation) report, it is
projected that by the year 2021 traditional retail will hold a major share of 75% followed
by organized retail which is expected to have a share of 18% and e- commerce retail
share which is expected to reach 7% of the total retail market.

The Government is taking numerous steps to attract foreign players to invest in India.
The importance of retail sector for development of Indian economy cannot be ignored.
The sector holds second position after agriculture in terms of providing employment
opportunities to people of India. The sector possesses high growth potential for
attracting investors to invest.As per IBEF report on retail ,the retail sector is projected to
grow at a Compound Annual Growth Rate (CAGR) of 13% to reach US $ 950 in year
2018 as. The sector is further expected to reach the level of US $ 1.3 trillion by year
2020.

The retail sector in India can be broadly categorized as: organized retail sector and

unorganized retail sector.

1.1.1 Organized Retail Sector

Organized retail sector refers to a sector managed by those licensed retailers who have

registered themselves for sales tax, income tax etc. it includes the activities undertaken

by them. These include big retail chain owners and hypermarkets etc.



1.1.2 Unorganized Retail Sector

Unorganized retail refers to the traditional form of lowcost retailing. These include local

kiryana stores, paan shops, and convenience stores etc.

Table 1.2: Percentage share of organized and
traditional retail in India
Year Organized Traditional Retail
Retail
2005 3.6 96.4
2007 4.1 95.9
2010 5.0 95.0
2012° 8.0 92.0
2015" 21.0 79.0
2020" 24.0 76.0
Source: IOSR Journal of Business Management

In India, the retail industry is vastly unorganized with the organized sector coming to the
flourish in recent times only. The sector is gradually shifting towards organized retail
formats. For the year 2013, the organized retail accounts for 7.5 per cent of India's US$
520 billion retail market and is expected to reach 10 per cent by 2018 at a robust CAGR
of 19-20% from 2013-2018(Source: EY report 2014, Pulse of Indian retail market) . Of
this food accounts the greatest share of Indian retail business, but it is mostly in the
unorganized area. The organized sector is further expected to reach 24% of total retail
share by year 2020.

Retail sector in India is categorized as organized and unorganized retail. But, still as
compare to other countries like USA, Japan and China, the unorganized sector is holding
its dominating position over unorganized retail sector. As per E&Y’s 2012 attractiveness
survey, “Ready for transition”, growing urban population is a big reason for moving
towards organized retailing in India. Convenient spending with the help of credit or debit
cards accompanied by preference for branded products and greater propensity to spend act

as driving force for the sector. The sector holds the position of one of the pillars of Indian



economy, as it contributes to an economy in a large format by involving a significant part
of population. It is one of the easiest ways to generate livelihood for oneself. As very less
investment is required to start up a retail store. An individual whether educated or
uneducated, can easily start up its retail store with less capital and labour. USP (Unique
Selling Preposition) of unorganized retailer is location advantage, due to which they are

able to cater the needs of small daily workers to large family income members.
1.4 FACTORS EFFECTING GROWTH OF RETAIL IN INDIA
As per BCG (Boston Consultancy Group) report titled,” Retail 2020: Retrospect,

Reinvent, Rewrite”, the overall Indian retail is projected to double to $ 1 trillion by 2020

from $ 600 billion in 2015. Rapid growth in retail is majorly driven by four factors:

Retail

Urbanization sector Nuclearization
growth

Attitudi
anal
Shift

Figurel: Factor Driving Retail (Created by researcher)

Income growth: 3 times increase in average household income from $6,393 in 2010 to
$18,448 in 2020 as per BCG report on Retail 2020.

Urbanization: 40% population to live in urban cities by 2020, upto 30% in year 2010, as
per BCG report on Retail 2020.

Nuclearization: Over 200 million households to be nuclear by 2020- with 20-25 %
higher consumption per capita spend, as per BCG report on Retail 2020.

Attitudinal shifts: 75% of population by 2020 will belong to Generation I (refers to the

individuals who have grown up in the liberalized economy (< 14 years of age when



economy started opening) with markedly higher consumption levels, as per BCG report
on Retail 2020.

As per the data provided in BCG report titled, “Retail 2020: Retrospect, Reinvent,
Rewrite”, Modern trade is expected to grow 3 times to $ 180 billion by 2020 from $ 60
billion in 2015 and traditional trade is projected to grow @10% per annum; modern trade

is projected to grow twice this pace.

1.5 IMPORTANCE OF RETAIL SECTOR

The retail sector is important for an economy like India as it provides a number of
benefits to large group of people one way or the other way. The sector attained a big
position in terms of providing employment to the people of India by accounting around
8% employment and provides a big share of contribution around 10% towards nation’s
GDP as per IBEF report. In year 2001, the sector provided employment to Smillion
people in organized retail and to 18 million people in unorganized retail, which grows
further to 34 million under organized retail and 22 million in unorganized retail in year
2011. The sector is forecasted to provide employment to 162 million and 31 million in
unorganized sector (Source: Technopak Analysis (FDI in retail, Oct.2012, E-Tailing in
India, May 2013)). The importance of retail sector can be summed up by way of
stakeholders who are affected by it.

Customers: Customers, who are now a day’s being treated as king in the market, are the
ultimate beneficiaries as they can get variety of products at competitive prices with eye
catching ambience and quality services.

Retailers: The sector is a source of earning livelihood for retailers as it is only through
the sales at their premise, they are able to earn profits for themselves. The capability to
attract customers towards the retail store along with meeting up their expectations by
providing products of their demand determines the success of a retail store.
Government: The Government gets benefits of the taxation revenues, as organized
retailers are the one who will get themselves registered for taxation purposes. Earlier
these unorganized retailers who were not registered and thus not liable to pay taxes. As
an estimate of IBEF, the current size of modern retail is around US$ 46.5 billion, which
is expected to reach US$ 150 billion by 2020. With transformation of unorganized to
organized retail the Government will be more benefitted by way of increased taxes

generation.



Farmers: The farmers get direct benefits from retail sector by acting as a retailer
themselves and selling the produce directly in the market. The MSP decided by the
Government time to time also helps them to earn profits for themselves. They get indirect
benefit by way of selling the produce to wholesalers and then to the retailers who are
responsible to sell it to customers at the end.

Unemployed human resource: The retail sector is capable to provide enormous
opportunities for unemployed human resource. They can act as a wholesaler, small
unorganized retailer, organized retailer, distributor, salesperson, managing front end
retail, managing operations, taking care of logistics etc. A number of management B-
schools have now started offering courses in retail management, the pass outs of which
can be channelized to get employment in the emerging retail stores.

Economy: Setting up new enterprises will lead to development of infrastructure in the
nearby areas. By new avenues being set up by way of retail stores, employment
opportunities are generated. When people are able to get employment, their earnings
increase, spending increase, savings increase, standard of living increases, as a result
more money is being ploughed in the economy which ultimately leads to setting up of

new enterprises and helps in the development of the economy.

1.6 SWOT ANALYSIS OF RETAIL SECTOR IN INDIA

The retail sector in India is witnessing an attitudinal shift from traditional retail to
modern retail formats. The sector has strengths, weaknesses, opportunities and threats
which are discussed as under:

Strengths: India is among one of the fastest-growing consumer markets in the world. By
2025, it is estimated to grow four times to become the fifth-largest market at the global
front. The urban consumption is expected to account roughly a growth by 70%, while
rural India is expected to grow 32% by 2025. The untapped rural market also offers
opportunity for retailers. The cultural diversity and economical diversity can be used in a
positive manner, as different product categories can be easily sold.

Weakness: The Indian retail market is highly fragmented and largely price-driven. The
infrastructure is not properly developed especially in rural areas, which affects the supply
chain efficiency. Shortage of warehouses that leads to wastage is very high. Irregularity
of power supply in rural India is an issue of concern. Cultural impact also affects the

buying behaviour and perceptions regarding buying of certain products. Lack of trained



personnel in the sector is hard to find as people in India don’t feel like there is any
requirement of professional degree for running a retail store.

Opportunities: Rising demand of products, increased disposable income, dual family
income, increasing expectations, techno savvy consumers, willingness to spend, majority
of population belonging to young, working-age people, dynamic consumer behaviour and
eager response to new product launches and product innovations are the opportunities
witnessed in Indian retail sector.

Threats: Rising inflation effects consumer spending. On the other hand, heavy taxation
curbs business activities. Cut throat competition/ price war leads to decreased profit
margins for retailers. Lack of global positioning of India, political instability at state and

central level poses threat for retail sector.

2.1 CONCEPT OF FDI

FDI as per the Dictionary of Economics (Graham Bannock et.al) is investment in a
foreign country through the acquisition of a local company or the establishment there of
an operation on a new (Greenfield) site. In other words, FDI refers to the capital inflow
from foreign country that is invested in to increase the production capacity of the
economy.

Foreign investment in India is governed by the FDI policy announced by the Government
of India and the provisions of the Foreign Exchange Management Act (FEMA) 1999.
The FDI policy in India is reviewed and monitored by Ministry of Commerce and
Industry, Government of India and is capable of making changes in sectoral policy/
sectoral equity cap, as and when required. The Secretariat for Industrial Assistance
(SIA), Department of Industrial Policy and Promotion (DIPP) time to time release the
press notes to notify FDI policy in India. Except some sectors, where for investment prior
approval is required from the RBI or Foreign Investment Promotion Board (FIPB), the
foreign investors are free to invest in India.

As per the report of RBI, a high powered group under the chairmanship of Dr. V.
Krishnamurthy was constituted by the Government of India in January 2008 to suggest
measures for ensuring a continuous growth of the manufacturing sector in India. The
group suggested various policy measures to ,“(a) ensure sustained growth of the Indian
manufacturing industries for the next 10-15 years; (b) reverse the recent deceleration in

the growth of the manufacturing industries; (c) boost exports of Indian manufactured
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goods in the face of appreciation of the rupee and high interest rates, particularly with
respect to labour intensive sectors such as textiles, leather and handicrafts; (d) leverage
foreign direct investment (FDI) to modernize manufacturing in India and create a strong
technological base”. Thus, the suggested policy measures were mainly concentrating
upon manufacturing sector to make it stronger by way of introducing liberal FDI policies

for technological up gradation and modernization.

2.2 FDI IN INDIAN RETAIL SECTOR

Chari & Raghavan (2011) analyzed the impact of opening retail sector to FDI in India
such as entry of foreign players would lead to large scale exit of incumbent local
retailers, the organized retail sector in India is at its nascent stage, so it would be difficult
to compete with big players. Nizamuddin (2013) with the help of OLS (Ordinary Least
Square) method, time series analysis and by applying t-test, concluded that FDI has a
negative impact on employment generation in India. Rao &Prashnath (2012) emphasized
that after experiencing the benefits of opening large scale investment in
telecommunication and IT industry, the time has come to open liberal FDI policy in retail
sector. There is risk of displacement of small retailers by foreign players who have strong
financial strength, capability of creating monopoly, increasing cut throat competition.
The researchers suggested to frame a proper regulatory framework must be prepared and
FDI must be encouraged on gradual basis. It can be said that FDI is perceived to have
some negative effects on small organized retailers, employment generation opportunities,
creation of monopoly, profits out of the country etc.

Patibandla Murali (2012) highlighted in the study that FDI in retail sector can help in
generation of employment opportunities for people, it will help in improvement of supply
chain infrastructure. FDI can also prove out to be beneficial to farmers and customers.
The study further highlighted that proper steps must be Government to adopt FDI policy
in India. Manik& Singla (2013) used qualitative techniques like SWOT analysis and five
force M. Porter’s model to explore the impact of FDI on retail sector. The study
concluded that FDI reforms will affect Indian Economy in a positive manner. Modern
retail is the booming word but must be taken care for fair usage of extended retail power.
Hence, it can be concluded that there exist mixed perceptions about opening up of FDI in

retail sector in India.
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2.2.1 Entry options for foreign investors before FDI policy were:

Before Jan 24, 2006, FDI was not authorized in retail sector but still most of the players were
operating in the country. The various entry options adopted by them were:

Franchise Agreements: Under this way, FDI is allowed with permission of the RBI under
the Foreign Exchange Management Act.

Cash and carry Wholesale Trading: Through this route 100% FDI is allowed, which involves
a large distribution infrastructure to assist local manufacturers.

Strategic Licensing Agreements: Under this route, the foreign brands provide licenses and
distribution rights to Indian Companies. By exercising these rights, they can sell through
their own stores.

Manufacturing and Wholly owned Subsidiaries: By this way the foreign brands have their
wholly owned subsidiaries in manufacturing. Now these foreign brands are being treated as
Indian companies and are allowed to do retail in India. They can sell like any other Indian

company by way of internal distributors, franchising, outlets etc.

2.3 FDI in Indian retail sector

With the advent of opportunities present in Indian retail sector, the sector is capable of
attracting foreign investors to make investment in India. The opportunities present like
changing demographics, proportion of young population, increased number of working
women, easy to adopt new technology attitude, increased use of plastic money and
electronic media etc. are the main reasons for expansion of retail sector in India. In India,
under the policy of liberalization, slowly the entry of foreign players was allowed with an
expectation to support the developing economy by helping in development of
infrastructure. The FDI in retail sector is allowed in multiple phases. FDI is allowed in
Single Brand Retail Trading (SBRT) at first and then in Multi Brand Retail Trading
(MBRT) later on.
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Figure 2: Phases of FDI in Retail

*FDI upto 51% was allowed under automatic route in selected
priority sectors.

*FDI upto 100% was allowed in cash and carry wholesale trading.

*FDI upto 51% was allowed in SBRT with prior approval of the
Government.

Phase 4 eGovernment proposed to open up FDI in MBRT.

eGovernmentallowed 51% in MBRT and 100% FDI was
allowed in SBRT with certain restrictions.

Phase 6 *E-commerce activities FDI is allowed upto 100% through
automatic route. FDI policy is to be aligned with NIC code.

Source: Compiled by researcher

In 1991 under the policy of liberalization FDI upto 51% was allowed under automatic
route in selected priority sectors. In 1997 FDI upto 100% was allowed in cash and carry
wholesale trading. FDI upto 51% was allowed in SBRT with prior approval of the
Government was allowed in year 2006. In year 2008 Government proposed to open up
FDI in MBRT, followed by in year 2012. In 2012 Government allowed 51% in MBRT
and 100% FDI was allowed in SBRT (automatic upto 49% and Government approval
beyond 49%) with certain restrictions. In year 2015, for e-commerce activities FDI is
allowed upto 100% through automatic route (only B 2 B (Business to Business) trading
was allowed). To improve ease of doing business the FDI policy is to be aligned with

NIC (National Industrial Classification) code.

1.2.4 Present FDI Policy for Indian Retail Sector

The Ministry of Commerce and Industry, Government of India is the Nodal agency for
monitoring and reviewing the FDI policy. The policy regarding foreign direct investment
is informed by the Secretariat for Industrial Assistance (SIA) and Department of
Industrial Policy and Promotion (DIPP). Under this policy, foreign investors are
welcomed in most of the sectors except few sectors/activities, where prior approval of

RBI or Foreign Investment Promotion Board (FIPB). The broad points of FDI policy are:
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FDI policy related to Single Brand product Retail Trading

Foreign Direct Investment in Single Brand retail is allowed 100% viz. automatic up to
49% and Government route beyond 49%. The circular shows that Foreign Investment in
Single Brand retail focused at inviting investments in production and marketing,
enhancing sources of goods from India, and enlarging competitiveness of Indian
enterprises through access to international designs, technologies and management
practices, as Per DIPP consolidated FDI policy circular of 2015.

FDI in single brand retail is subject to certain conditions such as:

Products should belong to single brand.

Products should be from same foreign brand.

‘Single Brand’ belongs only products which are branded during manufacturing.

In case of proposals involving FDI beyond 51%, sourcing of 30% of the value of goods
purchased will be done from India, preferably MSME’s, village and cottage industries,
artisans and craftsmen, from all sectors in India.Requests must be processed through

DIPP and then by the FIPB for approval from Government.

Foreign Direct Investment policy related to Multi Brand Retail Trading

FDI in Multi Brand Retail is allowed upto 51% through Government route, as per DIPP
policy.FDI in Multi brand retail is subject to particular conditions as:

Fresh agriculture produce (fruits, vegetables, flowers, grains, pulses, fresh poultry,
fishery and meat products) may be without brand.

The international investor must come with a minimum amount of US $ 100 million for
investment.

At least 50% of the investment should be invested in ‘back-end infrastructure’ within
three years. Expenditure on land cost and rentals will not be included in infrastructure
development.

At least 30% of the products purchased must be sourced from Indian micro, small and
medium industries(total investment in plant and machinery not exceeding US $§ 2.0
million)

produce. Retail outlets must be set up in cities with a population of more than 10 lakh as
per 2011 census survey, or any other cities according to respective State Governments.
The policy for FDI is an enabling policy; the State Governments have full right for

implementation of the policy. Procedure for applying is same as single brand retailing.
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Retail trading in any form by means of e-commerce is not permissible for companies
with FDI, engaged in multi brand retail trading.

Foreign investment in manufacturing sector is under automatic route, a manufacturer is
permitted to sell its products manufactured in India through wholesale or retail trade,
including through e-commerce, without Government approval as Per DIPP consolidated
FDI policy circular of 2017. In case of e-commerce sector, 100% FDI is allowed under
automatic route in marketplace model of e-commerce but FDI is not permitted in
inventory-based model of e-commerce.

The present FDI policy for Indian Retail sector is becoming more liberal as compare to
the earlier years when policy was highly stringent. As per the DIPP report on factsheet
for FDI inflows in retail trading (single brand), the amount of FDI inflows for the year
2014 was US$ 275.38 million (Rs. 1549.92 Cr. INR). Keeping in view the tremendous
opportunities like changing demographics, techno savvy youngsters, changing
expectations of consumers, high disposable income, increased number of women
employment etc., retail sector is expected to become an attractive destination for
investment in India.

‘Gradual Liberalization of FDI policy for retailing in India has increasingly propelled
global retailers to evaluate a foray in the Indian market. Furthermore liberalization/
modifications in the policy could result in speeding up the process of setting up and
expansion of operations in India’ (Source: EY report on Pulse of Indian retail market,
March 2014.). Chakaraborty C. &Basu P. (2002) emphasized in their research that FDI
and trade function act as a strong pillars for growth. The study highlighted that with the
infusion of liberal FDI policies in India, the growth in India has increased significantly.
The various steps are taken time to time through which FDI is opened up in retail sector
in India:

Step 1: In year 1995, India signed General Agreement on Trade in Services, which
include both wholesale and retailing services as India is a signatory of World Trade
Organization.

Step 2: In year 1997, FDI in cash and carry (wholesale) with 100% rights allowed under
the govt. approval route was allowed by the Government of India.

Step 3: In year 2006, the Government of India as per the new policy brought FDI in cash
and carry (wholesale) under the automatic route. In case of SBRT, upto 51% investment

in a single-brand retail outlet was permitted.
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Step 4: In year 2011, under the liberalization of FDI policies, the Government allowed
100% FDI in Single Brand Retail. The GOI removed 51% cap on FDI single brand retail
outlets in December 2011 and opened the market fully to foreign investors by permitting
100% foreign investment in this area.Foreign equity participation was restricted to 49%.
Step 5: In year 2012, The UPA Government took a step ahead to liberalize the FDI
policy and allowed 51% FDI in multi brand retailing, it further increased FDI limit
to100% in single brand retail (earlier it was 51%).

Step 6: In year 2015, in order to improve the trade of India and to improve the index
related to ease of doing business in India, the Government aligned the foreign direct
investment policy with NIC (National Industrial Classification) code.

The retail sector in India possess immense opportunities for growth being highly
fragmented and unorganized sector, the organized retail in India is expected to grow at a
faster pace. The Government of India is also paying attention towards this sector as it
provides direct and indirect employment opportunities to a mass chunk of population of
India. In order to attract more and more foreign investors a number of steps are being
taken by Government of India for liberalisation of FDI policy in retail sector.

The impacts of FDI reforms in India are likely to have two faces of a coin which are
inseparable in nature. One side of the coin shows positive impact of allowing FDI in
retail sector such as improved supply chain & logistics, more option for customers,
improvement in quality of employment, increased modern retail formats, improved
productivity and efficiency of retail sector. The other side of the coin shows negative
impacts like distortion of culture, creation of monopoly of big retailers, profits moving
out of the country, dumping of products, exploitation of farmers etc.

The scenario of retail sector in India is changing, it is vibrant and colourful for big
players of the globe. As foreign investors are attracted towards India, the Government is

also paying attention towards the country’s retail environment.

16



1.2. 5 FDI Investment in India (Country wise inflows

In US$ million
Table 1. 3: FDI investment in India (Country wise inflows)
Sr | Country | Year | Year | Year | Year | Year | Year | Year | Year | Year | Year
N 2008- | 2009- | 2010- | 2011- | 2012- | 2013- | 2014- | 2015- | 2016- | 2017-
0 09 10 11 12 13 14 15 16 17 18P
1 | Mauritiu | 10,165 | 9,801 | 5,616 | 8,142 | 8,059 | 3,695 | 5,878 | 7,452 | 13,38 | 13,41
s 3 5
2 | Singapor 3,360 | 2,218 | 1,540 | 3,306 | 1,605 | 4,415 | 5,137 | 12,47 | 6,529 | 9,273
e 9
3] USA 1,236 | 2,212 | 1,071 994 478 617 | 1,981 | 4,124 | 2,138 | 1,973
4 | Cyprus 1,211 | 1,623 571 | 1,568 415 546 737 488 282 290
5 | Japan 266 971 | 1,256 | 2,089 | 1,340 | 1,795 2| 1,818 | 4,237 | 1,313
6 | Netherla 682 804 | 1,417 | 1,289 | 1,700 | 1,157 | 2,154 | 2,330 | 3,234 | 2,677
nds
7 | United 690 643 538 | 2,760 | 1,022 111 | 1,891 842 | 1,301 716
Kingdom
8 | Germany 611 602 163 368 467 650 942 927 845 | 1,095
9 | UAE 234 373 188 346 173 239 327 961 645 408
10 | France 437 283 486 589 547 229 347 392 487 403
11 | Switzerla 135 96 133 211 268 356 292 195 502 506
nd
12 | Hong 155 137 209 251 66 85 325 344 134 | 1,044
Kong
SAR
13 | Spain 363 125 183 73 348 181 401 NA NA NA
14 | China - - 2 73 148 121 505 461 198 350
15 | Malaysia - - 40 18 238 113 219 NA NA NA
16 | South 95 159 136 226 224 189 138 241 466 293
Korea
17 | Luxemb 23 40 248 89 34 539 204 NA NA NA
ourg
18 | Others 3,034 | 2,374 | 1,184 892 | 1,154 | 1,015 | 1,251 | 2,243 | 1,490 | 1,889
T 22,697 | 22,46 | 14,93 | 23,47 | 18,28 | 16,05 | 24,74 | 36,06 | 36,31 | 37,36
ot 1 9 3 6 4 8 8 7 6
al
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As per the above table 1.3 it can be predicted that In year 2016-17 India has received the
maximum FDI inflows i.e. 36,317 US$ million, which is projected further to reach US$
37,366 million in year 2017-18. India has attained the 2nd position and Ist position in
2016, 2017 respectively as per GRDI score reported by AT Kearney reports on retail.
From year 2008-2009 to year 2016-17, Mauritius contributed for the maximum FDI
inflow in India as compare to other countries. In year 2013-14 and year 2015-16,

Singapore contributed the maximum of FDI inflows in India.

1.2.6 FDI inflows in different sectors of India.

In USS$ million
Table 1.4.FDI inflows in different sectors of India.
Sr Sector Year Year Year Year Year Year Year Year Year Year
No 2008-09 | 2009-10 | 2010-11 | 2011-12 2012-13 2013- | 2014-15 | 2015-16 | 2016-17 2017-
14 18P
1 | Manufacturing 4,777 5,143 4,793 9,337 6,528 6,381 9,613 8,439 11,972 7,066
2 | Computer Services 1,647 866 843 736 247 934 2,154 4,319 1,937 3,173
3 | Construction 2,237 3,516 1,599 2,634 1,319 | 1,276 1,640 4,141 1,564 1,281
4 | Retail & 294 536 391 567 551 1,139 2,551 3,998 2,771 4,478
Wholesale Trade
5 | Financial Services 4,430 2,206 1,353 2,603 2,760 1,026 3,075 3,547 3,732 4,070
6 | Business Services 643 1,554 569 1,590 643 521 680 3,031 2,684 3,005
7 | Communication 2,067 1,852 1,228 1,458 92 1,256 1,075 2,638 5,876 8,809
Services
8 | Electricity and 669 1,877 1,338 1,395 1,653 | 1,284 1,2§ 1,364 1,722 1,870
other Energy
Generation,
Distribution &
Transmission
9 | Transportation 401 220 344 410 213 311 482 1,363 891 1,267
10 | Miscellaneous 1,458 888 509 801 552 941 586 1,022 1,816 835
Services
11 | Restaurants and 343 671 218 870 3,129 361 686 889 430 452
Hotels
12 | Mining 105 268 592 204 69 24 129 596 141 82
13 | Education, 243 91 56 103 150 107 131 394 205 347
Research &
Development
14 | Real Estate 1,886 2,191 444 340 197 201 202 112 105 405
Activities
15 | Trading 400 198 156 6 140 0 228 0 0 0
16 | Others 1,097 384 506 419 43 292 232 215 470 226
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& retail sector to

total inflows

Total 22,697 | 22,461 14,939 | 23,473 18,286 | 16,0 | 24,74 | 36,068 | 36,317 | 37,36
54 8 6
*% of wholesale 1.3 2.4 2.6 3.1 3.01 | 7.09 10.3 11.08 7.63 12

Source: RBI website

Note: Includes FDI through SIA/FIPB and RBI routes only. *Percentage of wholesale & retail sector to total inflows is

calculated by researcher.

The above table 1.4 shows that the manufacturing sector is constantly able to get
maximum FDI inflows from year 2008-09 to year 2016-17 and it projected to continue in
year 2017-18. Wholesale and retail trade sector show an increasing trend from 2012-13
to 2015-16, which is again expected to reach US$ million 4,478 in year 2017-18. The
percentage share of wholesale and retail trade to total FDI inflows is constantly showing
an increasing trend from year 2008-09 to year 2017-
18 except in year 2012-13 and 2016-17. This shows that this sector possesses the
potential to attract FDI inflows in India.
Global Retail Development Index (GRDI) of India and China.GRDI score of a country is
calculated on the basis of market attractiveness (25%), Country risk (25%), market
saturation (25%) and Time pressure (25%).
The A.T. Kearney Global Retail Development Index is calculated annually, under which
ranking is provide to 30 developing countries on a 0-to-100-point scale. Higher ranking
shows that the country is developing at retail context. For the purpose of ranking
countries are selected from 200 developing nations based on three criteria: (a) Country
risk (b) Population size (c¢) Wealth.

Graph 1: GRDI position of India and China
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Source: AT Kearney Reports on Global Retail Development Index
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Table 1.5. GRDI position of
India and China
Year India China(GRDI
(GRDI Position)
Position)
2005 1 4
2006 1 5
2007 1 3
2008 2 4
2009 1 3
2010 3 1
2011 4 6
2012 5 3
2013 14 4
2014 20 2
2015 15 1
2016 2 1
2017 1 2

Source: Compiled by researcher

The above graph and table shows the position of India as compare to China, it predicts
that in year 2007 t02009 the position of India was ahead of China, in year 2010 China
moves ahead of India by holding no.1 position, then again in year 2017 India regains its
position of No. 1 after many ups and downs, it can be depicted here that India holds the
capability to attracting foreign investors towards itself. The GRDI score of India is
compared with China keeping in view the population of both the countries. As both the
countries represent big markets for investment by foreign countries, the comparison of

India with china is done.

2.4 NEED OF THE STUDY

Retail sector plays an important role in Indian Economy, by providing employment
opportunities to a mass chunk of its population after agriculture. In 1990, when concept

of LPG (Liberalization, Privatization and Globalization) was introduced, the economy
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started opening up. It leads to bring out significant changes in retail sector in India. The
Government of India started taking steps to attract FDI in India with an aim to bring
investments for the development of infrastructure of the country. As a result, the path for
entry of the big giant retailers becomes much easier in Indian retail sector which was
primarily being dominated by unorganized retailers. The fear of taking away the profits
of Indian retailers by these big foreign retailers becomes a matter of concern. The entry
of big retailers in retail sector is creating pressures in the mind of small retailers. The
world is changing from real world to virtual world, the expectations of customers are
increasing day by day, so in order to attract customers towards a retail store the retailers
must understand what the challenges in the market are for them and what strategies they
must adopt to serve customers and to earn profits for themselves at the end. Retailers are
now expected to meet the expectations of customers at one end and to tackle the
competition from foreign retailers on other hand. So the focus has now moved towards
adopting new strategies by the retailers which is necessary because of following reasons:-
Customers do the promotion of a retail store. As the products are tangible in nature and
services are intangible. Satisfied customers are likely to bring more footfalls in the store.
The proper understanding of demand and expectations of customers acts as a greater
opportunity to manage merchandize in the retail store to sell of the products. Customers’
expectations from a retail store are increasing and ever changing, the retailers are
required to do modifications in the retail store to serve best to the customers and to cope
up with the competition prevailing in the market. This helps in bringing profits to the
retailers.

New foreign players are entering into the market, which brings competition to Indian
retailers, so it’s time to look upon by them how to tackle the competition in the market.
The opening up of retail sector for foreign retailers embarked a big responsibility on the
shoulders of the government as the Government in any case cannot avoid its
responsibility towards drafting schemes for the benefits of small vulnerable artisans and
retailers. This will make the role of the Government cumbersome and challenging.
Innovation is the key to success in the dynamic world. As consumers’ needs and
preferences are different, new entrants are entering into the retail market, to survive in
the market the retailers are required to understand the changing trends in retail sector and
must adopt the changes to serve the customers. On the other hand, the Government of
India is also required to draft and implement FDI policy keeping in mind the impact on

people of India.

21



2.5 SIGNIFICANCE OF STUDY

This study is beneficial to the retailers and the Government as it presents the perceptions of
the customers and retailers regarding FDI in Indian retail sector. The study suggests the
strategies which must be adopted by Indian retailers to cater the needs of the customers by
creating a niche for themselves and to cope up the competition faced by them due to entry of
foreign retailers in the market.

This study also identifies the key challenges faced by retailers while operating in India. The
present study highlights the expectations of the customers from FDI in retail, which in turn
will help retailers to know the expectations of customers from retailers and will help them to
decide the grey areas on which they are expected to work upon.This study has made some
theoretical contributions. Factors extracted from retailers and customers’ perspective can be

further used for the future research.

2.6 ORGANISATION OF STUDY

The study is broadly divided into seven chapters. The first chapter gives introduces the base
of the study. The second chapter includes the literature available on the FDI in retail. The
chapter also describes the available literature on perceptions of customers and retailers about
FDI in Indian retail sector. Chapter third explains the objectives of the study and the research
methodology adopted to carry on the research. Fourth chapter covers about present situation
of retail sector in India and describes the analysis done on the basis of data collected by the
customers regarding their perception about FDI in Indian Retail sector, opportunities and
challenges of retail sector in India. The chapter five describes the data analysis done on the
basis of primary data collected from the retailers. It includes the perceptions of retailers
regarding FDI in Indian retail along with the view point of retailers regarding opportunities
and challenges faced by retailers due to entry of foreign retailers. The chapter six gives a
brief about the findings and conclusion interpreted from the data analysis. Chapter seven
provides the recommendations and managerial implications, limitations of the study,

contribution of the study and the scope for further research.
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CHAPTER 2
LITERATURE REVIEW

The chapter reviews the existing research papers and articles which provide the basis
and helps to create a theoretical frame work and a practical approach for this study.
For the purpose of getting an insight of the topic the researcher has studied various
research papers in detail related to FDI in retail sector.

About 200 papers and reports of IBEF, E&Y, PwC, DIPP, Delloitte have been studied
and out of which 88 papers have been found relevant with the present study. In this
chapter the extensive literature review has been done with the objective of gaining
clarity about the research. After going through various papers and discussions, the
researcher has come to know that without taking into consideration the view point of
retailers and customers on FDI in retail sector, no true conclusion can be drawn about
this research.

Customer satisfaction and retention is the toughest challenge that retailers are facing in
the current era of global business. E-retailing, FDI, big giant players, are the buzzing
words in the retail sector across the Indian retail organizations. The retailers are using
different management strategies to deal with customers and to attract them towards
their retail stores. Customers the indispensable assets, being the basis of existence of
the retail organizations, due to their footfall, buying of products and services, help the
retailers to earn profits for themselves. Therefore, to retain the customers by offering
them innovative products as per their ever-changing demand is gaining importance day

by day for retail organizations in today’s dynamic environment.

2.1 LITERATURE REVIEW

Kumar (1998) examines the emerging trends and patterns in FDI inflows to India since
1991. During the time of policy liberalization the India has coincided with the
dramatic upsurge in the global FDI inflows from US$ 50 billion a year in the mid
1980’s to cross a peak of $ 350 in 1996. The 1990’s witnessed a sustained rise in
annual inflows to India. It has grown from US$ 200 million to $ 3.2 billion in the first
11 months of 1997.

Chakaraborty C. & Basu P. (2002) emphasized in their research that FDI and trade
function act as a strong pillars for growth. The study highlighted that with the infusion

of liberal FDI policies in India, the growth in India has increased significantly.
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Mulky & Nargunkar (2003) analyzed various factors which lead to the development of
modern retailing in India. In order to develop modern retail trade in India factors like
development of economy, improvement of civic situations like safety, security,
municipal regulations, proper facility for parking, changes in consumer needs,
attitudes and behavior; changes in government policies; increased investment in
retailing and rise in the power of organized retail play a vital role.

Guruswamy et al. (2005) stated the positive points of FDI on Indian economy such as
greater efficiency and improvement of living standards. The study shows some
negative points attached to FDI driven “modern retailing” i.e. labour displacing by
destroying the traditional retail sector, there can monopoly of giant foreign retailers.
They further suggested some points to be considered for better upliftment of retail
sector such as: there should be some conditionality for the entry of giant foreign
players in the market, constrain of limited availability of bank finance should be
removed, a National commission must be established to deal with and recommend the
problems faced by retail sector in India, manufacturing sector should be improved.
Kumar (2005) observed that most of the developing countries are offering a
welcoming attitude towards FDI. Since, 1991 India has also liberalized her policy
towards it, which is accompanied by increasing inflows, changes in sectoral
composition, sources and entry modes of FDI towards India.

Sinha & Kar (2007) in the study discussed about the growing retail formats in India.
The researcher explored that dynamic and proactive responses of customers, changing
lifestyle and trends are the main reasons for growth of such modern formats of retail in
India.

Joseph et al. (2008) attempted to analyze the impact of the increasing trend of large
corporate entering the retail trade in the country. To help development of retail sector,
some recommendations were suggested such as: private code of conduct for organized
retailers in their transaction with small suppliers, a simplification of the licensing and
permit regime to promote the expansion of organized retail, to encourage co-
operatives and associations of unorganized retailers for direct procurement from
suppliers and farmers, better credit availability to unorganized retailers through
innovative banking solutions, formation of farmers’ co-operatives to directly sell to
organized retailers and strengthening the Competition Commission’s role for enforcing

rules against collusion and predatory pricing.
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Singh P.K. & Tripathi A.P. (2008) analyzed the responses of 245 small retailers of
Delhi NCR to study the impact of malls on small retail shops. The study revealed that
small retail shops which are located in inner streets are comparatively less affected as
the customers still prefer to buy from them. The retailers with small capital base are
affected maximum by the malls. At the end the study recommended that a self-
regulated frame work must be adopted by organized retailers in order to provide more
employment opportunities to displaced people.

Goyal B.B., Aggarwal M. (2009) highlighted in the study that retailers need to cater
and focus upon the need of the customers more than before as the needs of 21st
century customers are ever increasing and dynamic. In spite of the global meltdown,
the retail sector shows inherent properties to attract domestic and foreign players
towards itself. Total responses of 230 customers were collected from NCR region and
Anova is used to analyze the results. The results depicted that customers can go to
any type of retail format for availing health & beauty care services and catering
services out of 10 categories selected by researcher to study.(food & grocery,
clothing& apparel, pharmaceutical, watches, mobile accessories, books,music & gifts,
footwear, entertainment).

Purohit & Kavita (2009) suggested that traditional retailers should improve their
services and quality of goods in order to retain the customers, they should also go for
collaboration with the retailers at regional level in order to survive and win in the
globally competitive environment. The initiatives should be taken by Government to
protect the interests of unorganized retailers, as this sector provides numerous
employment opportunities to the society.

Gupta (2010) discussed the strategic issues and implications of FDI in Indian retail
sector. The study highlighted that FDI in multi-brand retailing will lead to fresh flow
of equity investment in this sector with inflow of latest technical knowhow,
establishment of upgraded supply chains and availability of latest quality products
etc. The FDI policy must be encouraged with utmost care by the Government
regulations to control the inflows and to allow FDI in retail in an appropriate way.
Thenmozhi S.P. &Dhanapal D. (2010) attempted a study in six major cities in
Tamilnadu (Chennai, Trichy, Madurai, Coimbatore, Erode and Salem) to know the
expectations and perception of customers of unorganized retail outlets. On the basis
of a sample of 463 customers the study concluded that the majority of customers are

not satisfied with merchandise offered, policies adopted, problem solving mechanism
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and physical aspects offered by unorganized retailers. The study indicated that the
unorganized retailers are required to bring out changes to cope up with the
expectations of customers.

Chari & Raghavan (2011) analyzed the impact of opening retail sector to FDI in India
such as entry of foreign players would lead to large scale exit of incumbent local
retailers, the organized retail sector in India is at its nascent stage, so it would be
difficult to compete with big players. The study further pointed out that FDI would
help to tackle inflation, by creating better linkages demand and supply it also helps to
improve the final sale prices that are being paid to farmers, an added benefit of
improved distribution and warehousing channels are expected to come from enhanced
exports.

Goel & Dewan (2011) tries to find out the consumer’s preference of the attributes of
retail stores. The sample for data collection comprises of organized retail stores and
responses of customers from selected five cities of Punjab. Data collected was
analyzed using exploratory factor analysis and principal component method. The
study reveals the six major factors like availability and variety of products, services,
ambience, discounts and fair prices, quality of food and grocery items and promotion
of stores, which shows the preference of customer towards a retail store.

Hooda (2011) revealed that FDI plays a crucial role in enhancing the economic
growth and development of the country. FDI as a strategic component of investment
is needed by India for achieving the objectives of its second generation of economic
reforms and maintaining this pace of growth and development of the economy. India
is at Sth position among the major emerging destinations of global FDI inflows.
Jhamb& Kiran (2011) depicted that infrastructure, economic growth and changing
demographics of consumers are the major drivers of organized retail in India. The
location of the retail store, management style and adequate salaries to personnel
enhance effectiveness of retail business and are important factors affecting organized
retail business. Responses of 50 retailers from major cities of Punjab i.e. Patiala,
Amritsar, Ludhiana and Mohali were collected and analyzed through mean and
standard deviation. The study highlighted that there is an urgent need to overcome the
threats and weaknesses for the success of retail sector in India.

Mukherjee et al. (2011) suggested that retail FDI policy needs to focus on benefits of
the majority of Indian consumers by giving them access to branded products at lower

prices. Consumer welfare i1s a key component of policy making in developed
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countries, however by ignoring consumers, the goals of enhancing consumer access
to goods and services and reduction in inequality and poverty may not be achieved.
The study concluded that FDI should be allowed in multi-brand retail in a phased
manner which would also facilitate investment in the supply chain and increase
domestic sourcing. To protect the interest of consumers, the Competition Act, 2002
and the Consumer Protection Act (amendment), 2002 needs to be reviewed and if
required amended.

Sonia (2011) conducted a survey in Punjab and analyzed the ethical issues, challenges
and opportunities of retail sector. A number of ethical issues are faced by the
customers while purchasing the products such as information about upcoming sale,
preferential treatment to some customers etc. The researcher further highlighted that
the Indian retail sector is undergoing a phase of goldshine retailers, opportunities are
many but in order to grasp those opportunities retailers are required to manage ethical
issues effectively to bring boom to the industry. All the facts and useful information
must be timely communicated.

Abrar (2012) discussed the nature of relations which international retailers share with
their suppliers, their effect on workers and cultivators in country like India. The paper
discussed in detail the source of pressure for allowing FDI in India, possible impact
on marginal producers and workforce along with the pressure to ensure irreversibility
of allowing FDI in retail. The researcher concluded that allowing healthy FDI in retail
sector will help to increase GDP and leads to economic development. It will help
Indian retail market to integrate with global market. It is likely to provide better
employment opportunities to people in India. The consumers on the other side will be
benefited by a good consumer experience.

Akhter &Equbal (2012) discussed various trends and challenges in front of organized
retailing in India. The study highlighted that organized retailing is facing challenges
like multiple taxation system, inadequate infrastructure, high stamp duties, increased
cost of real estate etc. on one side and opportunities like urbanization, nuclear
families, price war, evolution of plastic money etc. on other side in India. The
researcher concluded that there is huge potential for organized retail in India.

Babu (2012) used SWOT analysis to analyze retail sector in India. Strengths of the
sector such as young working population with median age of 24 years, nuclear
families, increased disposable income, increasing working women, emerging

opportunities in service sector, low share of organized retail were discussed along
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with weaknesses of the sector such as small size outlets, high rentals of space, low
volume of Indian retailing. The study discussed that there are opportunities and
threats associated with the sector. The study highlighted that India as a rising star is
able to attract foreign players. Allowing healthy FDI in retail sector will lead to
overall development of the economy and will further help Indian economy to
integrate with the world’s economy.

Bhattacharyya Rajib (2012) pointed out in the study that FDI is expected to have
mixed impact on Indian economy. There are expected opportunities and threats as a
result of FDI in retail. The researcher at the end suggested that the future of FDI in
retail cannot be predicted, proper steps must be taken by the Government of India to
open up FDI in retail by keeping in view the interest of small retailers.

Chandu (2012) tried to explore the perceptions of small retailers in context of FDI in
Indian retailing. For the purpose of the study the responses of 80 unorganized retailers
in the tier-1I cities of Kakinada and Rajamundry were collected with the help of
structured questionnaire. The sample comprises of small single-outlet retailers with
average turnover of 10-20 lakhs. The researcher observed that majority of small
retailers don’t consider big retailers as their competitors. The small retailers possess
their unique style of attracting customers, there exists possibility to be affected by big
stores in the short run but in the long run they would be capable of tackling them
effectively. The small retailers further oppose FDI in retailing, may be being unaware
about the positive and negative outcomes of FDI policy change. The researcher
concluded that a well drafted FDI policy in retailing must be framed taking care about
its impact on all the stakeholders.

Deliya et al (2012) analyzed the impact of organized retailer over unorganized
retailers in Ahmedabad city with a sample of 200 retailers. The study concluded that
organized retail will have a positive multiplier effect on Indian economy in terms of
investment in infrastructure, efficient supply chain etc. There is a room for organized
as well as unorganized retail in India for several generations to come.

Fernandes et al. (2012) study on FDI in Multi-Brand Retail shows that FDI policy on
Multi-Brand retail creates opportunities for the Micro, Small and Medium Enterprises
(MSME’s). It depicts that FDI reforms in multi-brand would positively accelerate
GDP and leads to economic growth of the country. The study indicated that FDI
policy will not harm the traditional mom and pop shops, but it would help Indian

economy to integrate with rest of the world’s economy.

28



Gupta et al. (2012) conducted the research in Indore, India with a sample size of 50
retailers and customers from various catchment areas in Indore. With the help of
questionnaire and interviews the study tried to find the impact of organized retailers
on unorganized retailers in Delhi/ NCR region. The results show that unorganized
retailers are adversely affected by organized retailers, but when it comes to selling
prices traditional retailers are always more efficient than these newly evolved stores.
The researchers concluded that in India it is doubtful that organized retail will be able
to overcome unorganized retail, both will co-exist and flourish.

Gupta S. &Singal R. (2012) attempted to found out the reason for shift of consumers
towards organized retail outlets in Hisar city. The study finds out that in order to
attract customers towards organized retail outlets the retailers have to take a number
of steps like better display, updated merchandize, marketing and promotional
strategies etc.

Gokhale & Sinha (2012) said that allowing FDI in multi brand retailing will open
floodgates for foreign retailers to invest and will change the retail landscape forever
in India. For global retailers, India provides a lucrative market. The study pointed out
that Transnational Retailers (TNR) may not always be successful in other countries
for example Wall-Mart in China etc. The responses of Indian organized players to
FDI in Multi brand retailing are positive thus once the funds come into India through
the FDI route, it will usher in a phase of expansions.

Handa& Grover (2012) pointed out that politics is an unfortunately reality that has
been coming in the way of success of retail sector in India. There is an upsurge need
for unorganized sector to shed off its shortcomings and inefficiencies. The
government is required to play a vital role in shaping the retail sector in India as the
sector is going through a phase of tremendous transformation.

Jadhav (2012) pointed out that Indian farming is inherently one of the riskiest
economic activities because agriculture produce is unstable. Retail reforms offer
farmers access to more buyers from organized retail, which acts as a tool to overcome
the problem of wastage of farm produce. FDI opens up new frontiers to the farmers
by removing the endless and unnecessary chain of middlemen that takes away the
fruit.

Jain &Sukhlecha (2012) in the study tried to give reasons on the basis of which FDI
should be allowed in multi-brand retailing in India. Example of other developing

countries like Thailand and China who initially protested against the entry of foreign
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investment in retail sector and then, later on proved out to be the most effective
decision in country’s development and standing in the world were discussed. The
study suggested that FDI should be allowed with some recommendations such as
establishment of national commission, appropriate lending policies by RBI, setting up
of co-operative stores for small retailers.

Manikyam (2012) emphasized in the study that the main challenge faced by
organized sector is the competition from unorganized sector. The study pointed out
that unorganized retailing still holds a predominant position over organized retail in
India. The retail players have to concentrate on Indian rural segment posing vast and
untapped potential in future.

Moghe D. (2012) highlighted in the study that FDI in retail will have positive impact
i terms of revival of real estate sector due to increased demand, farmers will be
benefitted due to removal of intermediaries and customers are also expected to have
wide range of products at decreased prices.

Patibandla Murali (2012) discussed in the study that FDI in retail sector can help in
generation of employment opportunities for people, it will help in improvement of
supply chain infrastructure. FDI can also prove out to be beneficial to farmers and
customers. The study further highlighted that proper steps must be Government to
adopt FDI policy in India.

Pavithra (2012) highlighted the SWOT analysis of FDI in Retail. The researcher
concluded at the end that opening FDI in retail sector will help the sector to gain
momentum by playing a major role in upbringing the sector. FDI should be allowed
in a phased manner keeping in view the interest of small retailers.

Rajput et al. (2012) pointed out in that after opening up of FDI in Indian retail sector
a marked change can be seen in the strategies opted by Indian retailers to attract
customers. They study analyzed the impact of the present retail FDI policy on Indian
consumers and economy using SWOT analysis. The analysis reveals that it will have
a positive impact on the growth of Indian economy as a whole.

Rao &Prashnath (2012) discussed the policies, benefits and impact of FDI in retail
sector. The study emphasized that after experiencing the benefits of opening large
scale investment in telecommunication and IT industry, the time has come to open
liberal FDI policy in retail sector. There is risk of displacement of small retailers by
foreign players who have strong financial strength, capability of creating monopoly,

increasing cut throat competition. The researchers suggested that to overcome the
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negative impact of FDI, a proper regulatory framework must be prepared and FDI
must be encouraged on gradually.

Sikri & Wadhwa (2012) pointed out that a number of foreign players are entering and
are likely to enter into Indian retail sector. The sector shows great potential in terms
of changing trends and patterns, increasing number of youngsters, big untapped rural
market and small percentage of organized retail as compare to unorganized retail. The
retail market is at a phase of transformation with increased competition so, it is being
suggested that retailers must secure a distinctive place in terms of value-based
relationships or experience to hold a strong place in the market.

Singh (2012) explored in the study the historical perspective of retailing in India. The
study pointed out that retail sector contributes to around 10% of GDP and 6-7% of
employment. Variety of retail formats prevailing in India such as departmental store,
mela, haat, convenience store etc. were discussed.

Singh B. and Pandey A.K. (2012) pointed out in their study that transformation of
traditional retailing to organized retailing is taking place at a regular pace in India. A
number of global players are opening their outlets due to liberalized FDI policy in
Single Brand and Multi-Brand retail sector. The share of organized retail in year 2003
was 4% and is expected to reach 10% by the year 2018. The favorable demographics,
educated rational consumers, government initiatives and liberalized FDI policy laid a
way for organized retail in India. Unorganized sector is facing a challenge from
organized sector and vice-versa. Unorganized sector exists in India for centuries and
holds a dominating position in comparison to organized retail. The main advantage to
unorganized retailers is consumer familiarity, low cost structure, low taxes and low
labour costs as they are mostly operated by the family members. The nearby local
retailers in the form of mom and pop shops are still fulfilling the need of housewives
and old age people, who prefer to buy from nearby places.

Verma et al. (2012) discussed various marketing strategies which must be adopted by
big giant retailers to capitalize the Indian market. The researcher suggested that
adoption of local culture, targeting youth, high volume low margin business model, e-
tailing, owner feel to a sales person, adoption of franchise and direct business model
can help business community to understand Indian consumer well. The researcher
pointed out that retail market in India is dominated by unorganized retailers. India

being an attractive destination for foreign players, will definitely be affected in terms
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of growth. It is the peak time for business community to apply innovative ideas to
create difference in the mind of customers.

Fulzele & Zodage (2013) pointed out the positive impacts of FDI in Indian retail
sector. India possesses a number of opportunities to attract foreign players to invest.
The study concluded that FDI is necessary for growth and development of farmers,
generating new employment opportunities, benefits to customers, development of
SSI’s, capital inflow, infrastructure development, inflation control, improvement in
retailing services, technical know-how infusion, improves SCM, growth of GDP,
decline in cost of production of goods and services. Garg G. (2013) highlighted the
perceived benefits like capital infusion, improvement in supply chain & customer’s
satisfaction, healthy competition in the market, check inflation, benefits to farmers
and creation of better employment opportunities which may happen due to FDI in
Indian retail sector. The study further discussed the perceived threats such as creating
unemployment on front end retail, loss of self-competitive strength, distortion of
culture, and increase in real estate cost due to FDI in Indian retail sector.

Khare M. (2013) in the study focused upon the impact of FDI policy on Indian retail
sector. The researcher uses SWOT analysis to highlight the opportunities and
challenges faced along with the shortcomings of FDI policy. The study highlighted
strengths of the FDI policy such as: fast growing economy, young and dynamic
manpower, enhanced employment opportunities, highest shop density in the world,
increased purchasing power and disposable income, better priced products for the
customers, high growth rate in retail and wholesale trade. Further the study discussed
about the weaknesses of the policy. The opportunities and various threats in front of
FDI policy were also discussed. At the end the researcher concluded that GOI must
welcome foreign players with a talented pool of human resources having expertise in
retailing. The pros and cons of FDI policy must be considered in light of interest of
small retailers.

Kanetkar Medha (2013) conducted a survey of 400 customers in Nagpur city. The
study concluded that retail sector is facing big changes in its composition.
Availability of all the things under one roof, source of entertainment and convenience
are the big reasons for consumers to shift from unorganized to organized retailers.
The study at the end pointed out; that the organized retailers will not be able replace

traditional retailers who are still popular among price conscious customers.
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Krishnan & Bhandare (2013) tries to explore various facilitating factors for the growth
of organized retailing in India. The study pointed out that Indian retail sector is truly
becoming a ‘Big Bazaar’ with more retail outlets & consumers. India is becoming a
top destination for investors globally, a place where both traditional and modern retail
formats co-exist. Significant changes in investment patters and growth can be
observed as a consequence of retail development.

Manik & Singla (2013) used qualitative techniques like SWOT analysis and five force
M. Porter’s model to explore the impact of FDI on retail sector. The study concluded
that FDI reforms will have a positive impact on Indian Economy. Modern retail is the
booming world but must be taken care for fair usage of extended retail power.

Mundra et al. (2013) examined the expansion of FDI in retail in global scenario. The
researcher pointed out that in China, Thailand, Chile, Indonesia and Brazil, FDI is
permitted in the retail sector. The retail sector in India is accompanied by challenges
like geographically dispersed population, small ticket sizes, a complex distribution
system, less usage of IT, mass media limitations and existence of replica goods. The
paper discussed the impact of FDI on wvarious stakeholders (government,
unorganized/organized retailers, manufacturer/SME, consumers, society) and
concluded that restrictions on FDI policy must be reduced to make the industry more
productive and competitive. The doubts attached to opposition of FDI policy must be
analyzed in proper perspective.

Nandal (2013) emphasized in the study impact of liberalization of the policy of FDI on
retail sector of Indian economy. With the help of Michel Porter’s model, which is used
for industry analysis and business strategy development, the study concluded that FDI
is a double-edged sword which if not handled well can harm the Indian economy and
if handled well can act as a panacea for Indian economy. Nizamuddin (2013) tried to
explore the impact of FDI on employment

generation. With the help of OLS (Ordinary Least Square) method, time series
analysis and by applying t-test the researcher concluded that FDI has a negative impact
on employment generation in India. The researcher suggested that FDI policy must be
liberalized in a phased manner.

Pal B. (2013) tried to analyze the opportunities and threats of FDI in India. The study
revealed that there are a number of opportunities perceived due to entry of FDI in
retail like it may lead to capital inflow, improvement in supply chain, impact on

consumers, control on inflation, benefits for the farmers, better employment options. It

33



will also lead to number to threats like it may have negative impact on traditional mom
& pop stores, farmers, consumers, existing Indian organized retail firms. At the end
the study concluded that FDI has both opportunities as well as threats for Indian retail
sector.

Shil& Roy (2013) analyzed the important issues associated with FDI in Multi brand
retailing in India. The study highlighted that the benefits expected from FDI must be
matched properly with losses that may occur. Restrictions must be imposed while
framing FDI policy in consideration with the major stake of people of our nation.
Shinde &Shaha (2013) pointed out that it is required for both organized as well as
unorganized retailers, to bring changes in terms of appearance, providing better quality
products, attractive discount offers and variety of branded products etc. to meet the big
change bought by FDI in Multinational retail. A number of steps are required to be
taken by Government and banks/financial institutions to help unorganized retailers to
cope up with big organized retailers.

Singh S. & Sharma M. (2013) in the study pointed out various opportunities and
challenges of FDI in Indian retail sector. The study concludes that it is difficult to
judge future of retail sector in India. The Government must keep in mind the concerns
raised by critics. Proper safeguards must be maintained so that small retailers must be
able to stand with the big retailers and co-exist.

Sudame P &Sivathanu B. (2013) conducted a survey in Pune city and collected
responses of 30 managers to analyze the challenges faced by retail sector in India. The
researcher found that escalating real estate prices is the major challenge faced by
retailers in India followed by cultural diversity, frauds in retail, complexity in tax
structure, inefficient supply chain management, infrastructure problems, human
resource problems, international standards, lack of retail space respectively. The study
also highlighted various opportunities for customers, manufacturers and suppliers. The
study concluded that the challenges existing in the retail sector can be overcome easily
by adopting the opportunities.

Thimmaiah N., K.J.Ashwini (2013) analyzed the trends of FDI inflows in India and
China for a period of 2006- 2011. The study with the help of various tools like
regression, simple table, line graph concluded that there exists no significant
difference between FDI inflows in India and in China. The changing policies of FDI in

Indian retail sector are supposed to be lucrative for global players.
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Tripathi V., Bhandari V. & Seth R. (2013) used the responses of 160 consumers to
analyze the results. Chi square test, factor analysis and SEM are used to analyze the
data. The study pointed out that customers have high expectations from foreign
players like improved product quality, innovative products, easy accessibility so they
are required to perform well to stay in the market. The study also pointed out that
customers are not very sure about the benefits of FDI towards Indian retail sector.
Venkatesh (2013) conducted a survey on consumer behaviour on buying preference in
southern states of India(Chennai & Bangalore) through questionnaire to justify the
impact of foreign players and the challenges faced by the Indian retail industry in near
future. The study was conducted on a sample of 200 respondents from Chennai (100)
and Bangalore (100), some of the respondents out of 200 comprised of managers and
senior staff members in retail business with more than 10 years of experience.
Convenience sampling technique is adopted to collect the data. The researcher pointed
out that FDI will boost the economy as foreign investors will create a boom for
banking & real estate sector, consumers will have wider choice, improved quality
products & better prices etc. Unorganized retailers who are being feared of these big
retailers must not be worried as their target audiences are lower level income group
which would not be touched. The researcher concluded that FDI in retail is an added
advantage for India to enter in world’s market.

Anu Radha (2014) revealed that retailers have to put concentrated efforts to attract
customers towards their retail store. They have to adopt dynamic and proactive
strategies to maintain a strong customer base. Retailers need to work on providing
value for the prices paid by the customers to buy the product or services.

Bhatia (2014) highlighted that in recent time retail management as a subject is gaining
much importance because international trends and buying behavior is having a strong
impact on the customers in India. A number of factors such a rising purchasing power,
increased awareness, easy availability of credit etc. has led to growth of mall and
hypermarket culture. The researcher further pointed out that emerging retail formats
are ushering in a revolution of shopping in India, but only innovative concepts and
models may survive the test of time and investments.

Brindha T.C. &Thamizhchelvan G. (2014) conducted a survey on 250 customers of
Coimbatore city, India to know the perception of customers towards FDI in retail
sector. Chi square test, percentage analysis, correlation is used to analyze the results.

The results pointed out that majority of respondents believe that FDI in retail will help
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in curbing inflation, increasing competitiveness in the market, beneficial for the
farmers and will lead to growth of the economy.

Ghoshal M. (2014) studied the responses of 150 retailers in West Bengal. The study
highlighted that both organized and unorganized retailers have different set of
customers to whom they offer their products and services. The study concluded that
liberalizing FDI in retail will have less impact on small organized retailer.

Grover & Gupta (2014) tried to find out the explanatory variables of FDI inflows in
the country with the help of simple and multiple regression method. Two models
named FDI model and Economic growth model were developed by the researchers to
study the impact of FDI on economic growth. With the help of various econometric
techniques like, coefficient of determination, Std. error, F-ratio, t-statistics, D-W
statistics, the study revealed that trade GDP, reserves GDP and financial position
variables shows a positive relation with FDI while R&D GDP and exchange rate GDP
variables shows negative relation with FDI. The study concluded that FDI is a
significant factor to influence the level of economic growth in India.

Kalpana (2014) predicted that organized retail’s penetration in India is increasing at a
rapid pace. Liberalization of FDI policy will accelerate the growth of organized retail.
The international players are being suggested to select Indian retailers who possess a
lucrative front-end retail infrastructure to reach end customers. The researcher
discussed the micro economic impact of future retail such as, improved back-end
infrastructure, efficient SCM, reduction in supply side inflationary pressures, equitable
wages and benefits like taxes etc. The study concludes that nuances related to the FDI
in retail are still to be worked out.

Kumar & Kamal (2014) revealed that Indian retail sector has experienced high growth
rate. With a visible shift from unorganized to organized retailing formats, the sector is
moving towards the modern concept of retail. The favorable government policies and
technologies are facilitating the growth in organized retailing.

Koppad C.V. &Hundekar S.G. (2014) tried to analyze the impact of liberalization on
retail sector in India and its effect on various stakeholders. The researcher concluded
that FDI in retail will have a positive impact on farmers, consumers, SME’s and the
society at the end, so FDI must be attracted towards India for helping the economy to
grow.

Priyadharshini E.D. & Santhosh S. (2014) collected the responses of 100 respondents

from Tirunelveli district. For the analysis percentiles and Chi square test were used.
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The study concluded that majority of respondents were against opening of FDI in retail
sector due to reasons like, difficult survival of local manufactures, impact on culture,
against swadeshi policy and encouragement to domestic product. The study concluded
that Govt. must take care of feelings and opinions of common people and small
retailers while framing FDI policy.

Sumitha R. (2014) pointed out the arguments against and in favour of FDI in Indian
retail sector. The study highlighted that FDI will have a number of positive impacts on
the economy like employment generation, improvement in foreign exchange services,
increase in tax revenues for the Government and increased healthy competition among
retailers.

Somwanshi A. & Das G. (2014) carried out a study in Pune city. For the purpose of
collection of data 100 customers were selected. The study highlighted that the
customers prefer organized retailers for offers, discounts all things available under one
roof, quality of products, fresh stocks and wider choice. They prefer to buy from
unorganized retailers for loose items, bargaining facility, goodwill and convenient
timings. The study concluded that FDI will prove out to be beneficial to customers and
Indian retailers but a strict check is required on the part of Government for FDI.

Vadde Vishnu (2014) highlighted in the study that FDI will prove out to be beneficial
to farmers by way of improved infrastructure facilities and will help consumers by
checking inflation. The study suggested that Government must take care of societal
benefits while allowing FDI.

Goel N. & Mahajan A.(2015) conducted a survey on 100 small retailers in Delhi —
NCR and find out that there is a negative impact of big organized retailers on their
workings and profits. The study revealed that the small retailers are facing big
competition from big giants but they are not able to bring the desired changes due to
shortage of capital. The study suggested at the end that Government should take steps
to help small retailers by introducing new banking facilities and should take care while
opening up ore for FDI in retail.

Goel N. & Mahajan A. (2015) collected the responses of 110 customers of Delhi NCR
region to know the perception of customers towards FDI in retail. The study concluded
that foreign retailers possess the capability to influence the buying behavior of
customers; they are ready to shift to organized retail due to FDI in retail. The study

highlighted that FDI in retail will make shopping enjoyable for the customers but on
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the other hand monopoly of foreign players is expected to be created in the future so
consumers should also give a second thought towards FDI in retail sector.

Hemant R.K. &Appaso N.S. (2015) discussed in their paper challenges faced by retail
sector in India like frauds, weak infrastructure, outdated supply chain management etc.
The sector possesses tremendous opportunities to grow but the retailers are suggested
to keep a pace of improvement by providing distinct and valuable experience to the
customers.

Kulshreshtha M.K., Dhingra P., Chitkara N. (2015) analyzed the response of 100
customers with the help of convenience sampling. The study concluded that proper
policies must be framed to convert unorganized retail into organized retail for
development of Indian retail sector as a whole. Chi square test is used to study the
difference in consumers buying behavior regarding choice of retail format.

Kumar K.S. (2015) pointed out that modern retail has numerous opportunities for
growth in India. The challenges faced by retail sector can be minimized through
formulation of national commission and maintenance of uniform quality standards.
Kumar & Bansal (2015) discussed the advantages, negative impact, strengths,
weakness, opportunities and threats of allowing FDI into Indian retail business. FDI
will be advantageous for various stakeholders like farmers, customers, small retailers,
existing big retailers and SMEs, rural youth. The researcher pointed out negative
impacts of FDI policy such as no employment opportunities for semi-illiterate people,
negative impact on sales of unorganized retailers, less margin for small retail players
due to lowered prices by foreign retailers, difficult for unorganized retailers to deal
with organized retailers, small retail stores may shut down, condition of 30%
procurement from Indian source may fade away with time. It is difficult to say whether
FDI will prove out to be beneficial or harmful to the Indian economy. The study
suggested a that a marketing network bases on local needs will be beneficial to both
consumers and retailers.

Nasir Sibghatullah (2015) on the basis of secondary data sources reached towards the
conclusion that FDI in retail will have a positive impact on Indian economy by way of
variety of products for consumers, employment opportunities for job seekers, benefit
to farmers by way of increased demand for farm produce, development of
infrastructure and growth in economy. The researcher also highlighted that there is an
opportunity for flourishment of both organized and unorganized retail in India, as it is

in China.
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Rani S. &Chikkara K.S. (2015) collected the responses of 200 consumers of NCR
region to know their perception towards FDI in retail. The study analyzed the data by
cross tab technique of SPSS. The results depict that consumers perceive a favorable
response towards FDI in retail sector as they expect FDI to bring qualitative products
at cheap prices, better after sales services and reduction in shopping time. The study
suggested that while adopting more liberal policies towards FDI proper safeguards
should be maintained to save the interest of small artisans and retailers.

Saha A. (2015) concluded in the study that the organized retail has number of
opportunities for growth in India. Organized retail i1s facing a number of opportunities
and challenges due to dynamic environment of retail sector in India. The sector must
concentrate on avoidance of non- marketing factors and should concentrate on
continuous introduction of innovative schemes to attract customers.

Sharma & Bansal (2015) explored the trends of FDI in Indian retail sector. The study
pointed out perceived opportunities of opening FDI on one hand like capital infusion,
benefits to farmers and consumers, improvement in supply chain, logistics and
technology and potential threats such as dominance of organized retail, increased
unemployment due to removal of middlemen, increase in real estate cost because of
increase in demand to set up new big outlets and negative impact on Indian culture.
FDI in retail should be allowed in a phased manner. Formulation of National
commission is suggested to tackle the problems of retail sector in a well-defined
manner. The researcher suggested that manufacturing sector must be strengthened to
accommodate displaced retail sector staff.

Sharma S.K. &Chandak R.S. (2015) carried out the study in Pune city with a sample
of 30 unorganized retailers. The study focused that there is huge opportunity for
growth of retail sector in India with some challenges like untrained Human resource,
inefficient supply chain management, cultural disparity, frauds in retail, red tape,
political risk etc. The study concluded that unorganized sector possess capacity to go
hand in hand with organized retail.

Anitha N. (2016) tried to explore the factors which affect the choice of consumers
while selecting a retail store format. The study was conducted in Chennai with a
sample of 600 respondents. The result analyzed using factor analysis revealed that life
style factors like fashion, health, family, food, enjoyment, consciousness plays a major

role while selection of a retail store format for purchase.
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Chellaswamy P. &Ponsabariraj N. (2016) investigated the impact of FDI on selected
micro economic variables of India and China. The study concluded that the
performance of micro economic indicators of India in comparison to China is low and
more focus is required to be taken care of to improve the performance through
sustainable investment in Indian retail sector. The study discussed the relationship of
independent variables (balance of trade, consumer price index, exchange rate, gross
domestic product, industrial investment production, inflation rate, interest rate,
producer price index, total reserve, unemployment rate) and dependent variable (FDI).
Data is analysedthrough descriptive statistics, CAGR, Aumented Dickey-Fuller (ADF)
Test, panel least square analysis, pairwise Granger casuality tests.

Goyal U. & Bansal A. (2016) studied the trends of FDI of inflows in India from year
2006-07 to 2013-14. The study with the help of compounded annual growth rate
(CAGR) depicted that the FDI in flows in India are growing steadily. The researcher
concluded that more foreign inflows are expected in future.

Kumar P. & Kavita (2016) conducted a survey in Sonipat (Haryana) and tried to know
about the perception of small retailers towards FDI in retail. A total of 100 respondents
were selected to collect the data. The results revealed that majority of respondents said
that although it will prove out to be beneficial to farmers upto a certain extent, but it
will also lead to money drain, exploitation of employees, MNC’s will capture the
market. In the nutshell the study concluded that foreign retailers will have less impact
on small retailers. Proper protection must be given by Government for small retailers
so that they can cope up with the changes brought up by big global retailers.

Patel D. V. (2016)analyzed the retail industry at a global level and concluded that the
industry is dominated by western countries but the developing countries share is also
expected to increase in near future.

Siddiqui U.A. and Khan M.S. (2016) highlighted in the study that due to a number of
factors like convenience, wide choice, comparative shopping, attractive discount offers
and different payment options the online retailing is growing in India at a very faster
pace. The study suggested that the brick and mortar retail stores are required to extend
their operations to online retailing to cater customers for themselves.

Singh A.K., Rastogi S.K. and Kumar N. (2016) analyzed the sales pattern of organized
retail outlets and traditional kiryana stores by taking a sample of 350 retail outlets
collectively. The study revealed that the organized retail outlets are able to sale more

as compare to traditional retail outlets. There is an upsurge need for traditional
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retailers to make strategies in order to maintain their position in the market. The study
also suggested that Government must take steps to take care of interest of small
traditional retailers.

Gandhi B. M., Chinnadorai K.M. (2017) concluded that unorganized retail in India has
a mix blend of opportunities and challenges. In order to stay in the market, the retailers
have to avail the opportunities available to capture the market and to grow with the
uplifting retail sector.

Garg A., Kour J. (2017)highlighted that organized retail sector in India shows a trend
from shopping centers to e-retailing and finally is moving towards omni-channel retail.
The sector possesses a huge potential for growth in future.

Jain A., Kumbhat V.K., Agarwal K.R. (2018) analyzed the pattern of growth in FDI in
five sectors i.e. service sector, pharmaceutical sector, construction sector, automobile
and telecommunication sector. The study concluded with the help of ANOVA that
there was no significant growth among these sectors in last ten years. Kumar S., Barik
B. & Patra R. (2018) pointed out in their study that digitalization has a positive impact
on the retail sector in India. But on the other hand, the Indian retailers are facing
challenges of digitalization due to easy entry of MNC’s and their strategies of mergers
and acquisitions. The study concluded that interest of Indian retailers must be taken
care by the Government of India, even for digitalization of the sector.Saran P.K.,
Singh M. (2018) concluded that GOI is taking various steps to attract foreign players
towards Indian retail sector. There exist some challenges like political instability,
under developed infrastructure, cumbersome laws and Government regulations in the
sector, which lead to its below average performance. The study pointed out that steps
must be taken by the GOI for making the sector more attractive for foreign players.
Satheesh K.G. (2018)tried to analyze the responses of 200 unorganized retailers in
Kochi with the help of SWOT analysis. The study concluded that Indian retail sector
being dominated by unorganized retail, is a risky game for foreign players but on the
other hand GDP growth rate of India shows a positive sign for foreign players.

Kumar R. (2019) analyzed the impact of FDI in retailing in Indian economy. The
study discussed about the benefits and threats which may accrue due to entry of
foreign players. The study further highlighted that customers would be big
beneficiaries by improvement in level of customer services and the modern retailers
have to adopt new technologies to attract customers towards themselves. Kokhar P.,

Dutta T. &Chitsimran (2019)analyzed that both the consumers and retailers have a fear
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in their mind regarding digital transactions, digitalization acts as a challenge for retail
sector in India. The study concluded that proper steps must be taken by the GOI to
induce faith among customers and retailers for its adoption.

2.2 RESEARCH GAP

After intensive study of around 200 research papers, it was explored that many
researchers discussed about the SWOT analysis of retail sector and the impact of FDI
in retail sector in India. But most of the studies have presented the impact either only
from view point of the customers or the view point of retailers. Almost all the
researchers have ignored the integrated view point of customers and retailers in India.
Very few researchers were found to discuss the both view-points of customers or
retailers to know the impact of FDI in retail sector.

Therefore, the study attempted to fill this gap of literature reviewed and explored the
viewpoint of customers and retailers collectively regarding their perceptions related to
FDI in Indian retail sector. In this study, a critical discussion on impact of FDI in
Indian Retail Sector is presented along with challenges and opportunities available in
front of retail sector in India.

The present study highlights the expectations of the customers from entry of FDI in
Indian retail sector, which in turn will help retailers to know the expectations of
customers which will help them to decide the grey areas on which they need to
improve. This study has made some theoretical contributions. Factors extracted from
retailers and customers’ perspective can be further used for the future research.

This study is beneficial to the retailers and the Government as it presents the
perceptions of the customers and retailers regarding entry of FDI in Indian retail
sector. The study suggests the strategies which must be adopted by Indian retailers to
cater the needs of the customers by creating a niche for themselves and to cope up the

competition faced by them due to entry of foreign retailers in the market.

2.3 DESCRIPTION OF THE PROBLEM

The retailers and customers’ perception towards opening up of retail sector in India
has been discussed earlier. Properly managed retail sector is capable of offering

tremendous benefits for the customers in terms of improved shopping experience,

wider choice of products, cheaper products etc. and for the retailers in terms of
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innovative supply chain management, learning of new managerial capabilities,
increased profits etc.

With the emergence of huge players in retail market, it becomes difficult for retailers
to compete in this fastest growing retail market. It is now essential to adopt innovative
concepts and models for making it favorable to survive. Therefore, it is imperative to
critically examine the effects of FDI in Indian retail market from customers’ as well as
domestic retailers’ point of views.

Problem statement

What is the impact of FDI in Indian retail sector?

The problem statement of the research study can be described as “To study the impact
of FDI in retail sector, with reference to National Capital Region (Delhi NCR),
keeping in view the perceptions of customers and retailers regarding impact of FDI in
retail sector.”

Based on the review, it can be concluded that FDI in retail has not just possess
challenges for Indian retail market but also created huge potential market opportunities
in India. FDI in retail brought positive as well as negative effects on Indian retail
market. Therefore, for more clarification of analysis and objectives, the study has been
divided into four parts: challenges, opportunities, positive and negative effects due to
FDI in Indian retail sector. Various factors have been explored and analyzed with
respect to FDI in retail sector.

This research study attempts to answer the following research questions:

Do the Indian retailers perceive that they possess enough capability to compete with
foreign retailers?

What are the strategies to be adopted by Indian retailers to serve best to the customers
in the retail store?

What are the perceptions of retailers regarding entry of FDI in Indian retail sector?
What are the challenges faced by the retailers due to entry of FDI in retail?

What are the perceptions of customers from entry of FDI in Indian retail sector?

The above research questions are answered with the help of achieving the framed

objectives in the study.
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CHAPTER 3
RESEARCH OBJECTIVES AND METHODOLOGY

The chapter explains the objectives of the study frame on the basis of deep study of
existing literature available in the form of research papers, reports, newspapers,
journals etc. The chapter further discusses research design, sampling frame, type of
data, methods of data collection, designing and development of questionnaire, and
collection instrument, statistical method applied for analysis of data etc. The

methodology adopted in the study is discussed in subsequent sections:

3.1 OBJECTIVES OF THE STUDY

The main objective of the research study is “To study the impact of FDI in retail
sector keeping in view the perceptions of customers and retailers regarding impact of
FDI in retail sector.” The main objective of the research study is divided into various
sub-objectives; the methodologies adopted to achieve the objectives are stated as
follows:

Objective 1: To find out the present situation of Indian retail sector.

Methodology adopted:

Analysis of Organized and unorganized retail sector in India. (through secondary data
by report of EMIS, Delloitte, KPMG, Retail reports, RAI, E&Y, IBEF etc.).Study of
evolution of new formats of retailing in India.Study of trends of retailing in India with
the help of trend analysis.

Sub objective 1(a): To understand the demographic profile and services provided by
retailers in the retail store. In this objective, to explore the relationship between
demographic profile and services provided by retailers Anova is used.

Sub objective 1(b): To understand the demographic profile, shopping patterns of
consumers and their interrelationship in present retail scenario. In this objective, to
explore the relationship between demographic profile, shopping patterns of
consumers and their interrelationship Anova is used.

Objective 2: To study the challenges and opportunities faced by organized and
unorganized retail sector in India.

Sub objective 2(a): To study the challenges and opportunities faced by retail sector in

India from retailer’s perspective. In this objective, retailers’ perspective regarding
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opportunities and challenges faced by retail sector has been explored using EFA
(Exploratory Factor Analysis).These factors are further confirmed using CFA
(Confirmatory Factor Analysis).

Sub objective 2(b): To study the challenges and opportunities faced by retail sector in
India from customers perspective. In this objective, customers’ perspective regarding
opportunities and challenges faced by retail sector has been explored using EFA
(Exploratory Factor Analysis). Factors are further confirmed using CFA
(Confirmatory Factor Analysis).

Objective 3: To analyze the impact of FDI on Indian retail sector.

Sub objective 3(a): To study the impact of FDI in Indian retail sector, retailers’
perspective. In this objective, retailers’ perspective regarding impact faced by retail
sector due to FDI in retail has been explored using EFA (Exploratory Factor
Analysis). Impact of FDI in retail has been checked using regression analysis.

Sub objective 3(b): To study the impact of FDI in retail sector in India, customers’
perspective. In this objective, customers’ perspective regarding impact faced by retail
sector due to FDI in retail has been explored using EFA (Exploratory Factor
Analysis). Impact of FDI in retail has been checked using regression analysis.
Objective 4: To suggest the strategies to overcome the challenges faced by retail

sector in India.

3.2 HYPOTHESES OF STUDY

On the basis of defined objectives, the following tentative null hypotheses are being
postulated in the research study:

H,o1:“There is no significant association between opportunities and challenges with
respect to overall role and impact of FDI in retail sector from customers’
perspective.”

H;1: “There is significant association between opportunities and challenges with
respect to overall role and impact of FDI in retail sector from customers’
perspective.”

H,o2: “There is no significant association between positive and negative impact with
respect to overall role and impact of FDI in retail sector from customers’

perspective.”
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H,2: “There is significant association between positive and negative impact with
respect to overall role and impact of FDI in retail sector from customers’
perspective.”

H,o3: “There is no significant association between opportunities and challenges with
respect to overall role and impact of FDI in retail sector from retailers’ perspective.”
H;3: “There is significant association between opportunities and challenges with
respect to overall role and impact of FDI in retail sector from retailers’ perspective.”
Ho4: “There is no significant association between positive and negative impact with
respect to overall role and impact of FDI in retail sector from retailers’ perspective.”
H,4: “There is significant association between positive and negative impact with
respect to overall role and impact of FDI in retail sector from retailers’ perspective.”
After extensive literature review, it has been revealed that FDI in retail not only
possess challenges for retail sector but it has some opportunities for opening up in this
sector, it has some positive and negative impact on the Indian retail sector too.
Therefore, for more clarification of analysis and objectives, the study has been
divided into four parts: challenges, opportunities, positive and negative effects due to
FDI in Indian retail sector. Various factors have been explored and analyzed with

respect to FDI in retail sector.

3.3 Research Methodology

The research methodology gives clear vision for the research problem and expresses
the way to be adopted to get better solution to the problem. It includes procedures,
techniques, models developed to find solution of the research problem.The research
methodology is an attempt to present the methodology of this research study. The
research design used in this research is exploratory and descriptive. The aim of both
research designs is to make justification of the study. The present study covers the
National Capital Region(NCR), significant part of India. The study considers both —
primary and secondary data. The secondary data is essential to make a strong base
with help of review of published papersand data published in reports in regard to FDI
in retail sector. The present study is confined to Indian retail sector. The respondents
for data collection are from the National Capital Region (NCR) Delhi. The primary
data is collected from respondents on the basis of convenience sampling method. The

objective of this sampling is to get the required data in the best possible way and try
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to grip more data so that authenticity of result can be enhanced.In this research, there
are two important respondents, one is customers and another is retailers.To collect
primary data, structured questionnaires were designed with mixed nature of questions,
some questions are of nature of open-ended and most of questions are designed on the
basis of five lik ert scale that represents two extreme points with 1 shows strongly
disagree and 5 shows strongly agree. The questionnaires were distributed among 450
customers out of which 335 question naires were received. Some of them found some
part unfilled and some are having ambiguities like filling questionnaire in extreme
point in regard to all answers, filling both options, etc. After filtering them, 312
provided appropriate responses are recorded for this study. To collect response of
retailers 400 questionnaires were distributed out of which 250 are received. After
refining, 208 questionnaires are found suitable. To justify the following size of
sample, the rule of determining the sample size, thumb rule has been used, the sample
size is greater than five times the number of variables (Gorsuch 1983, pp 332 and
Hatcher 1994, pp 73).

After collection of data, it is pivotal to analyze and interpret the data so that the
contributory result may be drawn. The analytical tools Anova, regression and factor
analysis have been used. These tools are applied with the help of MS Excel and
Statistical Package of social sciences (SPSS).

The present study captures secondary data sources like reference books, internet,
journals, newspapers, Department of Industrial Policy and Promotion (DIPP) reports
etc. for the purpose of analyzing the impact of FDI in retail in India, a number of
research papers have been studied to get a clear view on existing literature. Time to
time various reports published by DIPP, IBEF and Ernst & Young etc. were
considered to justify the study.

3.4 Research design

Research design can be explained as a detailed framework regarding how a research
work will take place. It acts as a master plan which provides guidance for the methods
and procedures to be adopted for collecting and analyzing the data collected so that it
can be converted into meaningful information. A research design explain the methods
through which data is to be collected, the instruments to be employed and how the

instruments will be used for analyzing the data collected. This research study is an
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exploratory as well as descriptive research study based on the collection of primary
data from the customers and retailers. The research study explores the recent trend
and growth of retail sector in India with the help of secondary sources. This research
study explores the perceptions of retailers and customers towards opening up of FDI
in retail sector in India. In addition to this, the research study also suggests the ways
through which Indian retailers can bring out changes in their retail stores to compete

with high degree of competition from big global giants.

3.5 Sampling Frame

Sampling frame can be defined as a list of elements from which a sample may be
drawn. The target population in the study is the retailers as well the customers of
retail sector in India. The sampling unit includes the retailers as well as the customers
in Delhi/NCR. The Convenience sampling method is used in the research study. The
required information is collected on the basis of approachability and availability of
retailers and customers in the selected area. The sample size in the research study is
520, which is segregated as 312 for customers and 208 for retailers. For collecting the
responses of the customers, a total of 450 questionnaires were distributed out of
which 335 were filled and 312 were found suitable for the study. For collecting
responses of retailers, a total 400 questionnaires were distributed out of which 250
were being filled and 208 were found suitable for the study. At the time of selection
of the retailers and customers it was taken care that they must be associated with the

retail store from at least one year.

3.6 Type of data and data collection

The data is collected through primary sources as well as secondary sources for the
research study. The primary data is collected with the help of self-designed structured
questionnaire for customers and retailers (In Hindi and English language) and the
secondary data is collected from various reports of RBI, DIPP, EMIS, RAI, IBEF,
PwC, CRISIL, ASSOCHAM, Euro monitor for the period of 2008 up to 2017.
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3.7 Designing and Developing Questionnaire

The data was collected by means of self-designed structured questionnaire. Two
questionnaires were framed one for retailers and another for customers. In the
questionnaire of retailers and customers include the statements related to
opportunities, challenges, positive and negative effect of FDI in retail sector. The
questionnaire is developed and finalized after going through the following stages:-
Identifying variables and finalizing with the help of literature review and thought
process of researcher and experts.

Pilot survey

Finalizing the questionnaire(after considering the response collected through pilot
survey, modifications were done)Reliability check (Cronbach alpha)

The final structured questionnaire is prepared using mainly close ended questions
based on the specified choice option. Five-point Likert scale is used to collect the

responses from the respondents.

3.8 Pilot survey

Before starting collection of the actual data, a pilot survey was being done. The pilot
survey was carried out with a sample size of 35 respondents with a view to clarify
questionnaire structure and to avoid any interpretation related problems. Suggestions
and comments were invited from the respondents (retailers, customers and
academicians). This process helped in developing an insight towards incorporating
required modifications in the overall taxonomy of the questionnaire through
implementing suggestions and observations. This process helped in improving the

overall quality of self-designed questionnaire to ensure smooth collection of data.

3.9 Data Analysis and Statistical Methods

Data is the raw information collected from various secondary sources. This raw
information needs to be converted into relevant information after being compiled,
edited and coded. The information has to pass through a process of analysis and it has
to be interpreted accordingly so that their meaning and implications are clearly

understandable. Statistical techniques are to be used for testing the hypothesis drawn,
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drawing the inferences and conclusion of the study. In the research study, following

statistical methods are applied:

3.9.1 Frequency Distribution: Frequency distribution is a method of displaying the
frequency (number of times a particular value of a variable repeats in the data) of
different values of a variable in the data set. It represents the counts of all outcomes
of a variable in sample. The frequency distribution of a variable can be represented in
tabular form as well as graphical form. Frequency distribution is very common and
important for nominal (categorical) and ordinal (ranking) variables in the data set. In
the research study the frequency distribution is used to represent the demographic

profiles of the customers and retailers selected in the research study

3.9.2 Descriptive analysis: In the research study the primary data is collected from
the customers and retailers for the purpose of research. The data is collected with the
help of self-designed questionnaire. The descriptive analysis of the variables
including mean and standard deviation is being done and represented. In descriptive
analysis, the measure of central tendency is estimated. The descriptive analysis help
to understand the view point of the respondents by way of easily understandable

manner.

3.9.3 One wayAnova: One way ANOVA is used to test the difference in the means
of the three or more than three independent samples. Because of the presence of
family wise error the ANOVA test is always preferred to multiple t tests. In case of
ANOVA test the null hypothesis is that all sample means are equal.

Ho: All group means are equal

ANOVA procedure calculates the F- statistics which compares the systematic
variance in the data (between group variance) to the unsystematic variance (within

group variance).

3.9.4 Post Hoc test: Post Hoc test helps to analyze the exact level of difference

between the pair of samples. Post hoc test is used after F test.

3.9.5 Factor Analysis: The exploratory factor analysis is used for the variables where

significant level of correlation exists between the variables.
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3.9.6 Chi Square test: Test of association or chi square test being one of the most
popular non-parametric tests, is conducted between two nominal variables. Chi square
is used to test the association between two nominal variables. (Nominal variables are
categorical variables)
Cross tabulation in the chi square test is also known as contingency table. It
represents the frequencies of various combinations of categories. Mainly two types of
frequencies are shown in frequency table: observed frequencies and expected
frequencies. Observed frequencies are based upon actual data collected for the study
and expected frequencies are calculated by the following formula:
Eij = Row totali X Column totalj divided by n
Where n= total number of observations.
Degree of freedom which is calculated as (r-1) (c-1), where r represents no. of rows
and c represents no. of columns.
3.9.7 Regression analysis: Regression helps to study the dependence of one variable
(dependent variable) on another variable (independent variable). It helps to know the
expected values of the dependent variable with the help of known values of
independent variables.
It can be analyzed with the help of following equation:

Y= a+ bX
Where, a is constant (a is the hypothetical value of Y when X =0), b represents slope
coefficient, represents rate of change of Y with respect to change in X. Y is
dependent variable and X independent variable.
3.9.8 Trend Analysis: Trend analysis helps to spot a pattern on the basis of data
collected or information collected related to a particular variable.
It can be analyzed by using the following equation:

Yc =at+bX

3.10 Software Used

In the research study, MS Excel, AMOS 21 and SPSS 21 are used for the purpose of

data analysis.
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CHAPTER 4
DATA ANALYSIS AND INTERPRETATION

PART I (RETAIL SECTOR IN INDIA)

The chapter includes the description about present situation of retail sector in India.
At first the sales growth of retail sector in India is discussed, different types of retail
formats prevailing in India and trends in retailing are discussed.

4.1.1 GROWTH OF RETAIL IN INDIA

India 1s likely to come up as the world's best retail economies. The retail industry is
also expected to be a major employment generator in future. The total retail sales in
India will grow from US$ 395.9 billion in 2011 to US$ 785.1 billion by 2015,
according to the BMI India Retail report for the third quarter of 2011.

Table 2.1 Retail market size
Year Market Size Trend values
USS billion
2000 204 360.7
2002 238 383.18
2004 278 405.66
2006 321 428.14
2008 368 450.62
2010 424 473.1
2012 518 495.58
2013 490 506.82
2014 534 518.06
2015 600 529.3
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2016 672 540.54
2020E 1300 585.5
2021 596.74
2022 607.98
2023 619.22
2024 630.46
2025 641.7
Source: IBEF report (values of year 2000-2020)
Note: for year 2021-2025 trend values are calculated by researcher.

Graph 1: Retail market size (US$ billion)
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The above table 2.1 and graph shows the growth in Indian retail sector in past few
years. It can be predicted that the market size of Indian retail industry is showing a
strong growth potential to reach US$1300 billion by year 2020 from 204 USS$ as in
year 2000 as per IBEF report.
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Trend Analysis

With the help of the equation Y=a+bX,where Y represents the computed trend value
on the basis of taking 2012 as base year, X is the year, a is intercept, b is the slope
line. By analysing the trend values, it can be predicted that the retail sector is likely to
grow in the near future.

As per TechnoPak’s analysis “The retail sector is projected to grow at a CAGR of 6%
to reach USD 865 billion by 2023”. The report said that E-tailing will emerge as a
key retail channel, which will drive the growth of corporatized retail. The size of e-
tailing is estimated to grow to USD 56 billion (in real terms) at 6.5% of the total
market by 2023, driven by an ecosystem favouring the e-tailing market. The share of

corporatized brick & mortar retail in total merchandise retail is also predicted to reach

17% by 2023.

4.1.2 Retail Formats in India

Modern retail developments and growth of modern formats are taking place in India
at a very faster pace. A number of glitzy malls are coming with eye smashing glossy
interiors, offering a mix of shopping at one stop like entertainment and leisure
facilities accompanied by child amusement, parking and food services. An exciting
and attractive retail transformation can be seen which brings in the larger interest
from international brands/ formats. The innovative ideas of big players have started
the competition to attract Indian customers and to choose the best alternative
available in front of them. Traditional retailers are upgrading their shops akin to
branded showrooms. A number of challenges and opportunities are available in front
of the retailers to succeed in India. The retailers need to innovate in designing the
value proposition, deciding the format to deliver to the consumer and also strive to
serve the consumer better, faster and at less cost.

Traditional retailers were offering goods and services to the customers in different

formats such as:
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Table 2.2. Traditional Retail Format

Format

Services/ goods offered

Fruit &

(local vendors)

vegetable sellers

Sells fruits and vegetables.

Food stores

Sells dairy products, processed food and

beverages, cakes, patties, bread, pastry.

Non-Vegetable Store

Sells chicken and mutton.

Kirana Store Category-1

Sells dairy and processed food, home
and personal care items and beverages.

Also sells bread, cake etc.

Kirana Store Category-2

Sells products available at a kirana — I
store plus cereals, pulses, spices and

edible oils.

Apparel Store

Sells clothing for all age groups.

Footwear Store

Sells footwear for men, women, kids,

Customer durables

Stores

& IT

Sells electronics, durables & IT

products.

Furnishing Stores

Sells home lines.

Hardware Store

Sells sanitary ware, door fitting, tiles.

General merchandize Store

Sells lighting, stationery, toys, gifts &

crockery.

Source: Compiled by researcher
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With the advent of bringing out changes in the retail formats to make them more

convenient for shopping and attractive in outlook new modern retail formats observed

in India are:

Table2.3. Modern Retail Formats in India

Format

Services/goods offered

Hypermarket

Offers a large basket of products,
ranging from grocery to processed food,
beauty & healthcare products etc.
Example — Reliance mart, Big Bazaar

etc.

Cash and Carry(B2B focused

format)

They are buying & selling in bulk of
various commodities and carry several
thousand stock-keeping. Example -

Mito.

Department Stores

Offers a wide range of merchandise mix,
usually in cohesive categories, such as
garments. Example:- Ebony, Shopper’s
stop, Westside

Specialty Stores

These are stores which focus on
individuals and group clusters of the
same class possesing high product
loyalty. Examples — Footwear stores, gift

stores etc.

Examples- Archies gallery, Liberty, Fab

Plus etc.

Discount Stores

Offers a wide range of products, mostly

branded, at discounted prices. Example —
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Nike, Reebok, Puma,Levis etc.

Convenience Stores Offers a limited range of staples and
groceries to consumers living nearby,
opens up for long hours, 7 days a week.

Example- Safal, 24X7, More etc.

Source: Compiled by researcher

In recent times it can be seen that a number of modern formats are emerging in Indian
retail sector but these unorganized traditional formats are also accompanying them to

serve the customers.

Table 2.4. Share in total space by store types,%

Year 2006 2011 2016(F)
Convenience | - 0.3% 1%
stores
Discount 2% 2% 2%
Stores
Specialty 75% 50% 37%
Stores
Supermarkets | 5% 9% 8%
Departmental | 7% 20% 21%
Stores
Hypermarkets | 10% 17% 25%
Cash & Carry | 1% 2% 7%

Source: EMIS Report on Retail sector in India Dec 2013.
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The table 2.4 depicts that convenience stores, departmental stores, hypermarkets, cash
and carry outlets are likely to increase by the year 2016(F) whereas specialty stores
are showing a decreasing trend in 2016(F) as compare to 2006. The discount stores
shows stability i.e. the no. of stores remains same in 2006, 2011 and 2016(F).
Supermarkets at first increased from 5% in 2006 to 9% in 2011 and then are showing

a decreasing trend i.e. 8% in 2016 (F).
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Dagadmantal sioros
Foobwoor shoros

i Rastauronds, Fost food
B Mobile stares
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Jewnllary, fime weor

B Fharmocy cullets

Figure-3 (share of retail formats)
Source: IBEF Report 2014.

As per the figure 2 shown above it can be seen that the hypermarkets own the biggest
share of modern formats i.e. 21%, followed by apparel stores i.e. 19%, multiplexes
games etc.(14%) whereas pharmacy outlets show minimum share of 1%.
Apart from these physically seen formats such as shopping malls, specialty stores,
discount stores, convenience stores, supermarkets, departmental stores etc, a latest
trend is also experienced that is convenience and comfortability are the reasons for
customers to buy from online retail stores. Emerging online stores like Asian Sky
shop, home shop 18, Flipkart, eBay, Myntra, Jabong etc. are now attracting customers
towards them by offering customer service and online shopping enjoyment. In this
concern the security, trust, internet speed, responsiveness significantly effect.
E-tailing, which is selling retail goods on the Internet and is a segment of e-
commerce, is set to touch USD 76 billion by 2021 in India, The Times of India
reported in Jan 2013, quoting a study by Technopak. The Internet and Mobile
Association of India (IMAI) expects the consumer potential of e-commerce to reach
228.6 million households in FY 2025, from 146.2 million households in FY 2010. E-
tailing is set to capture 5.3% of the total retail market by 2021, from 0.1% in 2012,
Technopak added. (EMIS Report on Retail Sector India, Dec.2013).
As per IBEF report, by year 2020, food & grocery segment is expected to hold 66%
of the total revenues, followed by apparel segment. The report highlighted that after
2017 herbal ayurvedic brands have started gearing up in market.
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The boundaries between the virtual experience and the physical space are shrinking at
a very faster pace with emergence of new technologies. Now customers make final
purchase after undergoing the process of research, it changes the way customer buy

the products.

4.1.3 TRENDS IN RETAILING

Channel focused organization to Customer focused organization: The expectations of
customers are increasing at a very faster pace, they expect the retailer to not only
provide the convenience of shopping from home, in the physical format, on the
mobile, tablet, PCs, etc, but they also expect to pay using digital wallets, m-
Commerce, online, cash on delivery, buy online, return in store or vice versa, check
online, buy in store or check in store, order online. On the basis of experience, they
stay engaged with the retailer via text messaging, social media and all forms of
communication, helping them to know about recent trends and offers. They further
expect the retailer to provide them a seamless experience across all channels.(PwC
retail report 2014)

Focus shifted from location to domain: In earlier times retailers considered location as
more important factor to attract customers as compared to customers’ expectations
but now the focus is on domain as the thing that is required is to serve the customers
experiences.

Real-time customer relationship management (CRM): Personalization is the ultimate
thing for which the customer is longing for, the customers today wants recognition in
combination with expectations like the retailers remember his or her personal
preference. Today’s customers interact with retailers across multiple channels;
technological advancements help customers to use multiple channels to contact
retailers. There are number of ways like LinkedIn, twitter etc. to collect and compare
the response of customers who used the product. Customer relationship management
(CRM) today is no longer a passive response. It is real time. Real-time feeds are
important to attract customers to buy a product.

Retailers to act as big data analytics: Customers now are more techno-savvy than ever
before, when they go to buy a product, they collect information for the same from
multiple channels. This requires retailers to collect and process the huge volume of

data quickly and integrate it with the customer facing applications like e-commerce,
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mobility etc. Speed is the mantra of success for how fast the retailer is able to analyze
the information and convert into an action to be the differentiated leader in the
market. Latest technologies are to be implemented to maintain and process large
volume of data to derive meaningful insights in the minimum possible time.
Gamification, as an emerging dynamic marketing tool: The retailers are using the
concept of games as a way to tell customers about their product in an attractive
manner.

Discounting as a main stream business model : A number of online retailers are using
discounting as the main marketing strategy to attract customers, gone are the days
when retailers offer discounts on special occasions like Diwali , Holi etc. , now
discounts are offered at any moment of time with the tag lines such as end of reason
sale, exclusive sale for two days, independence day sale etc. the principle behind the
End of Reason Sale was to compress the traditional format of an end-of-season sale
that spans six to seven weeks into just two days. Online retailers are using catchy
advertisement strategy to enhance their customer base.

Delloite in its report has highlighted the following as the top retail trends:

Travel retailing —International tourism is set to continue to rise above expectations.
The expanding middle classes of the world are travelling in the world and boosting
retail sales of different countries. In 2015, retailers are expected to get benefit of high-
spending travelers, especially emerging market tourists to drive growth.

Mobile retailing — Mobile retailing is expected to grow continuously at a very faster
pace. Sixty-five percent of the global population will be using a mobile phone by
2015. Retailers will need to cater the customer needs by offering services like free in-
store Wi-Fi and mobile-friendly retail websites. Privacy and security will gain
importance as trust, transparency and protecting customer information will be critical
in retaining loyalty for the retailers.

Faster retailing - Speed continues to be an important trend in retail. This includes:
“fast fashion” (getting runway styles to the stores as soon as possible); limited-period
products in the stores and flash sales to drive urgency and immediate purchase for
example heavy discounts offered only for one or two days; self-service check-out and
kiosks to reduce or eliminate waiting in the store. Retailing is forecasted to get even
faster to meet consumers’ desires. The latest generation possesses a lot of spending
power, and carries a lot of influence. They prefer fast response and immediate

gratification, and retailers will also need to cater to that.
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Experience retailing - Retailing is all about experience rather than the product which
the customers get when they use the product. Innovative ways are to be explored by
the retailers to enhance the buying experience of the customers through different
means like social media campaigns, festivals, fashion shows and interactive displays
etc.

Innovative retailing- The retail industry will continue to adopt new technologies and
innovative ways to overcome competition, by innovative practices used in their own
creative ways.

Thus, by analyzing the above trends in retailing it can be said that the ways customers
are treated by the retailers today is like never before, they are being offered
personalized products in innovative ways in very fast speed with the help of an
efficient supply chain management. Speed, innovation, quicker response, efficient
supply chain, personalization, flashy advertisements are the keys to success in the
evolving and ever-changing retail industry in India.

Mobile shopping is increasing at a faster pace in developing economies, in year 2016
it increased by 121% in India, 192% in China, 151% in Vietnam and 87% in Nigeria
as per AT Kearney report on the 2017 GRDI, The Age of Focus. As per the IBEF
report the retail market in India is expected to reach US$ 1.1 trillion in 2020 as
compare to US$ 672 billion in 2017. (IBEF report 2018).

India’s e-commerce market is growing at a very faster pace, due to increased
investment in this sector along with rising number of internet users. E-commerce is
expanding at a very faster pace and is forecasted to reach US$ 53 billion by 2018.

It is projected that traditional retail will have a share of 75% as compare to organized
retail which 1s expected to reach 18% and e-commerce with a share of 7 % in total

retail sector in India as per IBEF report.

PART II (RETAILERS’ PERSPECTIVE)

This part of the chapter includes the analysis done on the data collected from the
retailers and interpretations extracted on the basis of analysis. This chapter analyzes
the data collected from the retailers. It analyses the view point of the retailers
regarding the challenges and opportunities faced by retailers in India (second
objective of study). The chapter further presents the view point of retailers regarding

the impact of FDI on Indian retail sector (third objective of the study).
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The chapter starts with section 4.2 in which theoretical discussion about different
services offered by retailers in the retail store are discussed.

Section 4.3 discusses the views from retailers’ perspective regarding the impact of
FDI on Indian retail sector. Exploratory factor analysis (EFA) has been applied to
reduce the factors into certain factors. CFA further confirms these factors from
retailers’ perspective.

Section 4.4 discusses the Positive and negative impact of FDI on Indian retail sector.

Regression analysis has been applied.

4.2 Services offered by retailers in the retail store (Theoretical Background)

As per the traditional concept of retailing the retailers are meant for offering goods
and services to the customers in order to earn profit for themselves at the end, they
have to sell what is being produced by the manufacturer. But now days with
technology in the hands of customers, with easy access to products, increasing
spending capacities, they are expecting more and more from the retailers. The
retailers are expected by way of providing sales staff to help customers in selection of
goods, they want attractive ambience to shop, a corner where kids can play, special
attention on occasions like birthday, anniversary etc. To understand the dynamic
trends of the economy the retailers are required to prepare themselves otherwise they
would be out of the market in no time. The basic services provided by a retail store
are: digital payment facility, after sales service, electronic weighing machine for
proper measurement, upgraded stock in inventory, proper merchandize management,
qualitative products at affordable prices, supportive sales staff and home delivery
services etc.

The retailers are expected to put their heart and soul to meet the expectations of the
customers. There is high degree of competition prevailing in the market. With
opening up of FDI in Indian retail market, the competition is expected to increase
manifold, now Indian retailers would be compared with foreign retailers. The
strategies adopted by local retailers must be framed by taking care about the strategies

adopted by big foreign players.
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4.2.1 Demographic profile and services offered by retailers

Objective 1(a): To understand the demographic profile and services provided by
retailers in the retail store. In this objective, to explore the relationship between
demographic profile and services provided by retailers’ANOVA is used.

The section 4.2.1 focuses on the objective 1 mentioned above. The objective 1(a) is

achieved by applying, chi square test and cross tab on the primary data collected.

4.2.1 DEMOGRAPHIC PROFILE

This section of this chapter represents the demographic profile of retailers. The
profile of the respondents is presented with the help of diagrams and charts.

For the purpose of collecting the responses of the retailers a detailed questionnaire
based on Spoint Likert scale was being circulated among retailers of NCR region. A
total of 300 questionnaires were distributed, out of which 208 respondents completed
the questionnaire. The questionnaire consists of statements related to perception of
retailers related to opening up of FDI in Indian retail sector. In the first part of the
questionnaire, some demographic questions detailing about gender, marital status,
education, age, were being asked. A precise summary of demographic profile is

being presented in form of table in Table 2.5 mentioned below.

Table 2.5. Demographic Profile of Respondents
Particulars Frequency % Percentage
Male 192 92%
Gend
enaet Female 16 7%
Specialized Yes 78 37%
degree/
8 No 130 63%
diploma
Education Upto primary 38 18%
Qualification | education
Secondary 97 47%
education
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Graduation (UG) 65 31%
Post-Graduation 8 4%
(PG)
Experience of | Less Than 2 years 25 12%
i tail
running Tett TS vears 94 45%
store
Above 5 years 89 43%
Compiled by Researcher
Graph-2 Classification on Graph-3

the basis of gender

® Male

B Female

on basis of Education

B Upto primary
education

B Secondary
education

Graph-4 Specialized degree/
diploma

M Yes

H No

Graph-5 Experience

B ]ess Than2
years

B2 -5 years

= Above 5 years
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Table 2.6. Detailed profile of retail store

Particulars Frequency % Percentage
Organized (registered for income
122 59%

tax)

Unorganized (not registered for
Type of Retail Store ) 86 41%

income tax)
Provide training to sales | Yes 56 30%
force

No 152 73%
Digital payment facility | Yes 104 50%

No 104 50%
Computerised system of | Yes 125 60%
billing

No 83 40%
Grievance settling | Yes 99 48%
mechanism

No 109 52%
Offer after Sale services | Yes 104 50%

No 104 50%
Electronic weighing | Yes 115 55%
machine

No 93 45%
Area of retail store Less than 200 sq ft. 73 35%

200-500 sq ft. 72 35%

500-1000 sq ft. 53 25%

Above 1000 sq ft. 10 5%
Area of godown Less than 500 sq ft. 113 54%

500-1000 sq ft. 74 36%

Above 1000sq ft. 22 10%

Compiled by Researcher
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Graph-6 Type of Retail Store

B Organized

B Unorganize
d

Graph-7 Training to sales
force

B Yes

E No

Graph 8 Area of retail store

B [ ess than
200 sq ft.

H200-500 sq
ft.

=500-1000 s¢
ft.

B Above 100(
sq ft.

Graph-9 Area of Godown

B [ess than
500 sq ft.

m500-1000 sq
ft.

m Above
1000sq ft.

Graph-10 Digital payment
facility

B Yes

E No

Graph-11 Computerised system
of billing

B Yes

E No
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Graph-12 Grievance settling Graph-13 After Sale services
mechanism

B Yes

H No

HYes

H No

Graph-14 Electronic weighing
machine

HYes

H No

Out of the total respondents’ majority of respondents are males i.e. 92% and 8% are
females. 43% respondents are running the retail store from more than five years, 45%
are running retail store from 2 to 5 years and 12% respondents are in beginner’s
category who have started the business below 2 years.

47% retailers are educated upto secondary level followed by graduation level i.e. 31%,
18% have done education upto primary level and 4 % respondents have done post-
graduation. The responses respondents reveal that education level is very low among
retailers. 62% are not having a specialized degree/diploma and 38 % are having a
specialized degree/diploma.

Out of total respondents 59% are from organized sector and 41% are from unorganized
sector. Most of the respondents ie. 73% do not provide training to sales force.
Approximately half of the retailers offer digital payment facility to the customers. 60%
of total respondents possess computerized system of billing while 40% do not have

computerized system of billing facility.

68



48% retailers have grievance settling mechanism in their retail store. 50% of retailers
provide after sales services to the customers and 50 % do not offer after sales service
to the customers.

Majority of respondents 35% have retail store area of less than 200 sq ft., 35% have
store area between 200-500 sq ft., 25% have store area 500-1000 sq ft. and only 5%
retailers possess area above 1000 sq ft.

4.2 This section discussed about the association between education level of
retailer with respect to services provided in the retail store.

(a) To find out the significance between education of retailer with respect to providing
training in retail store, chi square test is applied the results for the same are shown in

table 2.7.

Table 2.7. Chi-Square Test result

P value (2-
Value Degree of freedom
sided)
Pearson
12.52 3 0.006
Chi-Square

Source: compiled by researcher

After applying the chi-square test the level of asymptotic significance comes out to be
0.006 which is less than 0.5, so it can be predicted that there exists significant
association between education level of retailers and training provided to the sales
force. The null hypothesis is rejected, which says that there exists no association
between education level of retailers and training provided to sales force. The result
depicts that with increase in education level of retailers they understand the
importance of training to be provided to the sales force working in the retail store. As
trained workforce are considered more capable of proving better services to the
customers.

Further to know the association between education and providing training to work

force, cross tab is being used. The results for the same are shown in table 2.8
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Table 2.8. Education * Provide Training to sales force Cross Tabulation

Training
Provide
Total
training to
sales force
Education Yes No
Upto primar
plop Y Count 3 35 38
education
Expected Count 10.2 27.8 38
% within
7.90% 92.10% 100.00%
Education
Secondary
Count 25 72 97
education
Expected Count 26.1 70.9 97
% within
25.80% 74.20% 100.00%
Education
Graduation (UG) Count 24 41 65
Expected Count 17.5 47.5 65
% within
. 36.90% 63.10% 100.00%
Education
Post-Graduation
Count 4 4 8
(PG)
Expected Count 2.2 5.8 8
% within
. 50.00% 50.00% 100.00%
Education
Count 56 152 208
Expected Count 56 152 208
% within
26.90% 73.10% 100.00%
Education

Source: compiled by researcher
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The table depicts that out of total, retailers who are educated upto primary education,
7.90% are providing training to the sales force, out of the retailers upto educated upto
secondary education level, 25.80% are providing training to the sales force and the
retailers who have done graduation, 36.90% are providing training to their employees
and the retailers who have done post-graduation 50 % are providing training to the
sales force and 50% are not providing training to the sales force.

The result depicts that with increase in education level among retailers the training
provided to the sales force is increasing i.e. from 7.90% to 50%. There exists a
significant relationship between education level of retailers and training provide to
the sales force. The more the level of education among retailers the more they
understand the importance of providing training to the sales force, as trained sales
force are capable of giving better services to the customers.

(b) To find out the significance between education of retailer with respect to digital
payment facilities provided in retail store, chi square test is applied the results for the

same are shown in table 2.9

Table 2.9.Chi-Square Tests

P value (2-
Value Df
sided)
Pearson Chi-
24.94 3 0.00
Square

Source: compiled by researcher

The above table shows that after applying the chi-square test the level of asymptotic
significance, p value comes out to be 0.00 which is less than 0.5, which means there
is significant association between education level of retailers and digital payment
facility provided in the retail store. The null hypothesis is rejected, which says that
there exists no association between education level of retailers and digital payment
facility provided in the retail store. The result depicts that with increase in education
level of retailers they understand the importance of providing upgraded facilities in
the retail store. Customers are more satisfied when they are able to see upgraded
facilities in the retail store like digital payment facilities which make purchase easy

and help them to overcome the burden of carrying cash every time with them.
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Further to know the association between education and digital payment facilities
provided in retail store, cross tab is being used. The results for the same are shown in

table 2.10

Table 2.10. Education * Digital payment facility Crosstabulation
Digital payment facility Total
Education Yes No
Upto primar
P ) Y Count 10 28 38
education
Expected Count 18.8 19.2 38
% within
) 26.30% 73.70% 100.00%
Education
Secondary
) Count 41 56 97
education
Expected Count 48 49 97
% within
) 42.30% 57.70% 100.00%
Education
Graduation (UG) Count 45 20 65
Expected Count 32.2 32.8 65
% within
) 69.20% 30.80% 100.00%
Education
Post -Graduation
Count 7 1 8
(PG)
Expected Count 4 4 8
% within
) 87.50% 12.50% 100.00%
Education
Count 103 105 208
Expected Count 103 105 208
% within
) 49.50% 50.50% 100.00%
Education
Source: compiled by researcher

The table 2.10 depicts that out of retailers which are educated upto primary education,
26.30% are offering digital payment facility to the customers, out of the retailers who

are educated upto secondary education level, 42.30% are offering digital payment
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facility to the customers and retailers who have done graduation (69.20%) are
offering digital payment facility to the customers and the retailers who have done
post-graduation 87.50% are offering digital payment facility to the customers.

The result depicts that with increase in education level among retailers the offering
digital payment facility to the customers is increasing i.e. from 26.30% to 87.50%.
There exists a significant relationship between education level of retailers and
offering digital payment facility to the customers. The more the level of education
among retailers the more they understand the importance of offering digital facilities
to the customers, as in the era of digitalization the easy payment facility is required in
stores to attract customers.

(c) To find out the significance between education level of retailer with respect to
computerized system of billing provided in retail store, chi square test is applied the

results for the same are shown in table 2.11

Table 2.11.Chi-Square Tests

P value (2-
Value Df
sided)
Pearson
1.535 3 0.67
Chi-Square

Source: compiled by researcher

On the basis of the above table, the Pearson’s chi square value is found to be X2(3) =
1.53 and p=0.67, which is greater than 5 percent level of significance so, the null
hypothesis: There is no association between education of retailers with respect to
computerized system of billing provided in the store, is accepted and concluded that
there is no significance association between education of retailers with respect to
computerized system of billing provided in the store. It can be concluded that
providing computerized system of billing provides relaxation to retailers to generate
bills and are demanded by customers too so, there is no relation between education

level and offering computerized bills in retail store.

The retailers who have done education upto primary level, 60.50% are using the
computerized system of billing. Those who are educated upto secondary education,
graduation, post-graduation, among those 63.90%, 55.40%,50% respectively are

using computerized system of billing.
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(d) To find out the significance between education level of retailer with respect to
grievance settling mechanism provided in retail store, chi square test is applied and

the results for the same are shown in table 2.12

Table 2.12.Chi-Square Tests
Asymptotic
Value Df Significance
(2-sided)
Pearson
6.514 3 0.089
Chi-Square
Source: compiled by researcher

On the basis of the above table, the pearson’s chi square value is found to be X*(3) =
6.51 and p=0.089, which is greater than 5 percent level of significance so, the null
hypothesis: There is no association between education of retailers with respect to
grievance settling mechanism provided in the store, is accepted and concluded that
there is no significance association between education of retailers with respect to
grievance settling mechanism provided in the store. As the retailers are experienced,
they are providing more grievance settling mechanism to the customers as they know
that only the satisfied customers are likely to come back to the store again.

(e) To find out the significance between education of retailer with respect to after
sales services provided by the retail store, chi square test is applied and the results for

the same are shown in table 2.13

Table 2.13.Chi-Square Tests

Asymptotic
Value Df Significance/ p
value (2-sided)
Pearson
8.807 3 0.032
Chi-Square

Source: compiled by researcher

On the basis of the above table, the pearson’s chi square value is found to be X*(3) =

8.807 and p=0.032, which is less than 5 percent level of significance so, the null
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hypothesis: There is no association between education of retailers with respect to after
sales services provided by the store, is rejected and concluded that there exist
significant association between education of retailers with respect to after sales
services provided by the store.

Further to know the association between education of retailers with respect to after
sales services provided by the store, cross tab is being applied, the results for the

same are shown in table 2.14.

Table 2.14. Education *After sales services
Crosstabulation
Aft. sales services Total
Education Yes No
Upto primar
plop Y Count 14 24 38
education
Expected
18.8 19.2 38
Count
% within
. 36.80% 63.20% 100.00%
Education
Secondary
Count 43 54 97
education
Expected
48 49 97
Count
% within
. 44.30% 55.70% 100.00%
Education
Graduation
Count 41 24 65
(UG)
Expected
32.2 32.8 65
Count
% within
63.10% 36.90% 100.00%
Education
Post -
' Count 5 3 8
Graduation
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(PG)
Expected
4 4 8
Count
% within
62.50% 37.50% 100.00%
Education
Count 103 105 208
Expected
103 105 208
Count
% within
49.50% 50.50% 100.00%
Education
Source: compiled by researcher

The above table depicts that with education level has impact on the services provided
by the retailers. With increase in education they understand that after sales services
are important to attract customers towards a retail store.

Objective 3: To analyze the impact of FDI on Indian retail sector.

Sub objective 3(a): To study the impact of FDI in Indian retail sector, retailers’
perspective. In this objective, retailers’ perspective regarding impact faced by retail
sector due to FDI in retail has been explored using EFA (Exploratory Factor

Analysis). Impact of FDI in retail has been checked using regression analysis.

4.3 PERCEPTIONS OF RETAILERS REGARDING FDI IN RETAIL
SECTOR IN INDIA

This section will explain the theoretical background related on perceptions of retailers
regarding impact of FDI in Indian retail sector. The section will elaborate the factors
which are in the mind of retailers related to FDI in Indian retail sector. The variables
extracted on the basis of review of literature are further identified with the help of
exploratory factor analysis used in the questionnaire. This section also tried to
analyze the reliability as well as validity of the identified factors. The factors are
validated with the help of validity analysis done through Confirmatory Factor
Analysis.
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This section also discussed the results of descriptive analysis done on variables
extracted. In the research study, the primary data is collected from the retailers
offering products in Indian retail sector, related to their perception towards impact of
FDI in Indian retail sector. Variables related to various opportunities, challenges,
positive impact and negative impact due to FDI in retail sector expected by retailers
in India are included in the questionnaire. Total 34 variables are included in the study.
Exploratory Factor Analysis

The exploratory factor analysis is applied on the responses of retailers in order to
identify the latent factors which represent the perception of retailers regarding FDI in
Indian retail sector.EFA is a multivariate quantitative technique of reducing the
number of variables considered in the study into few latent variables. It helps in
identifying the correlation relationship among the variables, analyzes the correlation
relationship that exists between all the pairs of variables and further tries to reduce
those variables into few significant latent variables, called factors. These latent
variables called factors individually represent a group of variables having significant
correlation between them. The highly correlated variables are clubbed together and
called specific factors. The assumptions of EFA include the availability of sampling
adequacy and presence of significant correlations between the different pair of
variables. It helps the researcher to know that the sample selected for the study is
adequate or not, further it helps to know about the presence of correlation that exists
between different pair of variables. The Kaiser-Meyer-Olkin Measure (KMO) as well
as Bartlett’s test of Sphericity is applied in the study in order to test the presence of
required sampling adequacy and the correlation structure between different pair of
variables. The statistical result of KMO measures of sample adequacy and Bartlett

test of Sphericity is shown below in Table 2.15

Table 2.15. KMO and Bartlett's Test
KMO Measure of o
Bartlett's Test of Sphericity
Sample Adequacy.
6261.73(appr
Chi-Square
0X.)
0.79
Df 1225
Sig. 0
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The above table shows that the Kaiser-Meyer-Oklin Measure of Sample adequacy is
0.79 which depicts that the sample size of the study is adequate. The exploratory
factor analysis is used for the variables where significant level of correlation that
exists between the variables. The Bartlett’s test of sphericity checks the correlation
matrix of the variables and to test the null hypothesis that the correlation matrix of the
variables is an identity matrix.

As the p value (.000) as shown by Barlett’s test is less than five percent level of
significance, the null hypothesis that the correlation matrix of the variables is an
identity is rejected. Thus, it can be concluded that there exists significant correlation
between the selected variables and it is not an identity matrix. This result shows that
the exploratory factor analysis can be done on data collected from the respondents. In
the study the primary data is collected from retailers with the help of self-designed
questionnaire.

Table 2.16 shows the communalities of included variables before and after the factor
extraction. The communalities or the sum of squared factor loadings represents the
proportion of each variable's variance explained by the principal components like
latent variable. The initial communality (before extraction) is always assumed to be 1.
The communality (after extraction) depends upon the amount of variance available
for the analysis of the selected variable. For a significant exploratory factor analysis,
the communalities of the included variables must be greater than 50 percent. It
indicates the proportion of variance explained by the variables after extraction done
with the help of factor analysis. The communalities of all the variables shown in the
table are significant as these are higher than 50 percent. The communalities of the

variables included in the analysis are shown in the table.

Table 2.16. Communalities

Variables Initial | Extraction
An increased real estate price is a challenge for retail | 1.000 .683
sector in India.
Presence of numerous intermediaries is a challenge for | 1.000 | .813

retail sector in India

Usage of Outdated technology is a challenge for 1.000 766
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Indian retail sector.

Highly unorganized sector is a challenge for retail

sector in India.

1.000

831

High degree of cultural diversity is a challenge for

retail sector in India.

1.000

.863

FDI in retail will lead to improved product quality

1.000

532

FDI will bring improvement in the services provided

by the retailers

1.000

.638

FDI will lead to improvement in the supply chain
infrastructure by bringing improved technical know-

how and capital.

1.000

.680

FDI will lead to increased capital inflow by raising the
rate of investment as well as generating demand for

the increased goods and services produced

1.000

.623

Access to international brands would be easier for

customers

1.000

.680

The speed of development of modern formats will be

imncreased

1.000

712

IT-friendly techniques will cut wastage and set up
integrated supply chains which gradually replace the

present disorganized and fragmented retail market.

1.000

.665

FDI will lead to development of professional

entrepreneurial and marketing skills

1.000

.604

FDI will lead to improvement of retailing services by
acquiring market-savvy, market-intelligent and best
management practices, Retail giant houses such as
Wal-Mart, Carrefour, A hold, JC Penny can bring

their best management practices

1.000

.700

FDI will lead to inflow of technical-know-how and

infrastructure development

1.000

.898

FDI will push Indian Manufacturers to improve their

product quality

1.000

766
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The distribution system of the goods will improve 1.000 763
It will enhance employment opportunities for people 1.000 | .591
of India
It will help in controlling the rising prices of 1.000 | .654
commodities
It will stimulate economic growth of the country. 1.000 821
Farmers will be benefitted by direct procurement of 1.000 | .502
goods by big players.
Indian retailers will get opportunity of partnership 1.000 | .521
with foreign retailers.
Middlemen will be eliminated due to direct 1.000 468
procurement of raw material from farmers by the
foreign retailers.
It will lead to unemployment on the front end retail 1.000 7106
International retailers will purchase internationally 1.000 | .608
and not from domestic sources
Small scale retailers will have to shut down their 1.000 588
business due to not being able to compete with the
prices offered by these foreign big retailers
Once monopoly is established, foreign companies will | 1.000 631
hurt the economic structure of country
Companies which are at initial stage may not be 1.000 .654
capable enough to compete with big global companies
There will a continuous threat of new foreign entrants | 1.000 | .441
in the market
If the existing firms collaborate with the global 1.000 | .399
biggies, they might have to give up at the global front
by losing their self-competitive strength
FDI will have an adverse impact on traditional 1.000 | .750
unorganized retail sector

1.000 | .690

Traditional retailers have to go out of business due to
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entry of FDI

Consumers will long to buy foreign brand productas | 1.000 | .737
compare to local product.
Monopoly of foreign players will be created. 1.000 |.739

Extraction Method: Principal Component Analysis

Source: Compiled by the researcher

Values extracted of the variable and significance of the variable is positively related.

The more value represents the more significance of the variable. The factor analysis is

applied to run the process of principle component analysis which helps to identify and

estimate the Eigen value of principle components. The calculated Eigen values of the

components are then arranged in descending order with respect to calculated Eigen

values. For the purpose of analysis the principle component having Eigen value more

than 1 is selected for the study. The results of factor analysis after applying principle

component analyses is shown in table 2.17

Table 2.17. Total Variance Explained

Sums of
Squared
Eigenvalues Sums of Squared Loadings Loadings
Compone % of Cumulative % of Cumulative
nt Total | Variance % Total Variance %
R1 7.36 13.63 13.63 7.33 13.63 13.63 6.67
R2 5.93 10.98 24.62 5.93 10.98 24.62 5.49
R3 4.57 8.46 33.08 4.57 8.46 33.08 5.01
R4 3.96 7.34 40.42 3.97 7.34 40.42 4.02
R5 3.45 6.38 46.80 3.45 6.38 46.8 3.82
R6 2.93 5.43 52.23 2.93 5.43 52.23 4.20
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R7 24 4.51 56.73 2.44 4.51 56.73 3.65
R8 1.63 3.01 59.75 1.63 3.01 59.74 2.90
R9 1.38 2.56 62.31
R10 1.17 2.17 64.48
R11 1.13 2.09 66.57
R12 .96 1.78 68.36
R13 93 1.72 70.08
R14 .88 1.63 71.70
RI15 .84 1.56 73.26
R16 .81 1.49 74.75
R17 .78 1.45 76.20
RI8 75 1.38 77.59
R19 72 1.34 78.93
R20 .70 1.30 80.23
R21 .67 1.24 81.47
R22 .60 1.10 82.57
R23 .56 1.03 83.61
R24 .54 .99 84.60
R25 51 .94 85.54
R26 .50 .93 86.47
R27 48 .88 87.36
R28 46 .85 88.21
R29 43 .80 89.00
R30 41 7 89.77
R31 .39 72 90.49
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R32 .38 .70 91.19
R33 .35 .65 91.84
R34 .34 .63 92.48
R35 32 .60 93.09
R36 32 .60 93.69
R37 .30 .55 94.24
R38 .29 .53 94.77
R39 27 51 95.28
R40 .26 49 95.77
R41 .25 46 96.23
R42 23 43 96.66
R43 22 42 97.08
R44 .20 .38 97.46
R45 .20 .37 97.82
R46 .19 .35 98.18
R47 17 32 98.50
R48 17 31 98.80
R49 15 27 99.08
R50 13 .24 99.32
R51 A1 21 99.53
R52 A1 .20 99.73
R53 .01 18 99.91
R54 .05 .09 100.00

[Extraction Method

: Principal Component Analysis.
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The results shown in the above table represents that the 54 variables considered for
the study can be reduced to eight principle components having Initial Eigen values
more than 1. These eight factors extracted are able to explain approx.60 percent of the
variance of the included variables. The explained variance of included variables is
assumed to be sufficient and the extracted factors are being used for further analysis.

The scree plot is a graphical representation of the estimated Eigen values of the
extracted components. The Scree plot diagram of extracted components is shown

below in figure 4.

Scree Plot
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Fig.4

Further to modify the extracted components representing the 54 variables which were
considered for the study, orthogonal rotation (Varimax) is applied. The pattern matrix
represents the pattern through which we can club the variables to form a latent

construct/ factor.
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The results of Pattern Matrix are shown in table 2.18

Table 2.18. Pattern Matrix"

Component

OT1

CCP .609

IWW .618

EM 748

PM 769

DVP 753

DFI 77

PFI 521

OT9

RSI 527

ISC 591

LTW .660

LCS .655

IRP .824

PNI .898

oT .866

HUN 908

CD .861
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PI

535

PQ

751

ISP

814

ISCI

817

ICIN

763

AlIB

.799

DMF

851

ITFT

783

DPE

174

IRS

.822

D

902

PT IP

.865

IDSI

.878

EEO

753

CP

187

SEG

911

FWB

531

OPA
17

LIC

714

LIV

.809

BCR

786
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POC 562
ASP .687
NAF 718
IL,
MWE .697
UEF .849
IPI .703
SSD .703
HES 730
INCG 788
GSCS .576
CTNE 597
ATU .835
(0]
TOB 798
CBF .822
MFC .837
Extraction Method: Principal Component Analysis.
Rotation Method: Promax with Kaiser Normalization.*
a. Rotation converged in 6 iterations.

On the basis of pattern matrix, we can club the variables into eight factors. The
pattern matrix shows in the form of pattern the variables which are included in a
particular factor.Factorl consists of nine variables, factor 2 includes eight variables,
factor 3 consists of seven variables, factor 4 comprises of 5 variables, factor 6

contains six variables, factor 7 contains 5 variables, factor 8 contains four variables.
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As EFA help us to explore variables with the help of factor analysis, the values called
factor loadings are extracted and the group of variables which represents the high
degree of correlation among themselves are clubbed to form a factor. Thus, EFA
helps to explore the factors on the basis of variables considered for the study. Further
for confirming the factors which are extracted through EFA are analyzed using CFA
(Confirmatory factor analysis), which helps to confirm the factors.

Confirmatory Factor Analysis is a statistical technique, used to test the convergent
and discriminant validity of an instrument or scale used in the research study. It is
tested with the help of AMOS software. It helps the researcher to test that there is a
relationship between the observed variable and the underlying latent construct
(factor). The validity of the extracted factors is judged by measuring its convergent
validity and discriminant validity. The convergent validity measures the degree to
which the variables in a construct are related to each other, the variables of the same
construct should be highly correlated to each other. The logic behind convergent
validity is to check whether the variables considered under the perceptions related to
FDI in Indian retail sector used in the questionnaire significantly represents the
factors extracted or not? The objective of taking care about convergent validity is to
check whether the respondents are able to understand and differentiate the statements
of perceptions related to different factors. The discriminant validity tells about the
degree to which variables in different construct (factor) are different from each other.
It means the respondents are able to judge the difference between different factors
and the variables under each factor, how is it different from variables included in
other factor.

For the purpose of confirming the factors the CFA was run and it was observed that
the results of CFA must met the following conditions to ensure reliability, convergent
validity, and discriminant validity:

CR (composite reliability) should be greater than 0.7

CR should be greater than AVE(Average variance extracted)

AVE should be greater than 0.5

MSV(Maximum Shared Variance) <AVE

Square root of AVE greater than inter-construct correlation.

The Composite reliability represents the internal consistency of the construct in a
scale. The composite reliability (CR) statistics and average variance extracted (AVE)

are used to test the constructs of convergent validity. The composite reliability of all
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the constructs should be greater than 0.7 and average variance extracted should also

be greater than 0.5. In addition to these the composite reliability statistics of each

construct should also be greater than its average variance extracted measure. The

MSYV should be less than AVE.

The confirmatory factor analysis is represented by the figure and table 2.19

shown below:
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Table 2.19. Discriminant validity (Model validity measures)

CR | AVE | MSv | MaxR | gy IS HES EI TSR

HD 0.929 | 0.577 | 0.051 | 0.960 | 0.759
IS 0.901 | 0.539 | 0.006 | 0.915 | -.058 | 0.734
HES | 0.875|0.505 | 0.101 | 0.891 | 0.225 | 0.063 | 0.710
El 0.925 |1 0.711 | 0.006 | 0.932 | 0.016 | -0.078 | -0.028 | 0.843
TSR | 0.865|0.5720.101 | 0.893 | 0.036 | 0.011 | -0.318 | 0.053 | 0.756

Table 2.20 Measurement Model (Model fit measures)

CMIN/DF PClose SRMR CFI RMSEA

1.715 013 .070 916 .059

The table indicates that the model fit measures are acceptable and the CFA indices
show that it is statistically fit.

On the basis of CFA, the five factors confirmed are named as:

Holistic Development

Improved services

Hurt economic structure

Environmental Issues

Threat to small retailers

The extracted factors are further analyzed with the help of descriptive analysis and
reliability analysis.

Descriptive analysis of the factors.

The mean values of all the factors is shown in the table 2.21
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Table 2.21. Retailers responses in context to factors extracted

Factor Mean Std. Deviation
F1 Holistic Development 4.1683 0.4969

F2 Improved services 3.7809 0.84239

F3 Hurt economic structure 3.2232 0.60781

F4 Environmental Issues 3.5096 79631

F5 Threat to small retailers 3.2779 0.84161

Source: Calculated and compiled by researcher
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The above table and graph shows that Factor 1 (Holistic Development) has the

highest mean value followed by factor 2, factor 4, factor 5 and factor 3 respectively.

Holistic Development

This factor includes ten variables. The factor represents the perceptions of the
retailers regarding FDI in Indian retail sector. The descriptive analysis and reliability
analysis of the variables has been done.

Descriptive Analysis

The descriptive analysis result indicates that the variable “Farmers will be benefitted
by direct procurement of goods by big players.” has highest mean as compare to other

variables in the factor (4.47) and is followed by the statement “It will enhance
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employment opportunities for people of India” (4.17). The variable “Indian retailers

will get opportunity of partnership with foreign retailers.” has the lowest mean score

extracted.

Table 2.22. Descriptive analysis (Holistic Development)

Variable name/

Statement

Mea

S.D.

Varianc

€

Strong
ly
Disagr

€e

Disagree

Neither
Agree Nor
Disagree

Agree

Strongly
Agree

It will lead to
development of
Professional,
entrepreneurial and

marketing skills

4.12
98

.61971

.384

3(1.4%)

19(9.1%)

134(64.4
%)

52(25.0%
)

FDI will lead to
improvement of
retailing services by
acquiring market-
savvy, market-
intelligent and best
management
practices, Retail
giant houses such as
Wal-Mart,
Carrefour, A hold,
JC Penny can bring
their best
management

practices

4.16
&3

.56939

324

0.0

19(9.1%)

135(64.9
%)

54(26.0%
)

FDI will lead to
inflow of technical
know-how and
infrastructure

development

4.11
06

.64627

418

2(1%)

27(13%)

125(60.1
%)

54(26%)

It will push Indian

Manufacturers to

4.1058

.62040

.385

1(0.5%)

27(13%)

129(62%)

5124.5%
)
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Variable name/ Mea | S.D. Varianc | Strong | Disagree | Neither Agree Strongly
Statement n e ly Agree Nor Agree
Disagr Disagree
ee

product quality
The distribution 4.14 | .60744 | .369 0 1(0.5%) | 22(10.6%) | 130(62.5 55(26.4%
system of the goods | 90 %) )
will improve
It will enhance 4.17 | .62077 | .385 1(.5%) | 1(0.5%) | 16(7.7%) | 133(63.9 | 57(27.4%
employment 31 %) )
opportunities for
people of India
It will help in 4.13 | .66750 | .446 1(.5%) | 3(1.4%) | 19(9.1%) | 129(62%) | 56(26.9%
controlling the rising | 46 )
prices of
commodities

4.06 | .64102 | .411 0 2(1%) 30(14.4%) | 128(61.5 | 48(23.1%
It will stimulate 7 %) )
economic growth of
the country.
Farmers will be 4.47 | .52878 | .280 0 0.0 3(1.4%) 103(49.5 102(49%)
benefitted by direct | 60 %)
procurement of
goods by big
players.
Indian retailers will | 3.89 | 1.0441 | 1.090 6(2.9 | 1909.1%) | 32(15.4%) | 85(40.9%) | 66(31.7%
get opportunity of 42 3 %) )
partnership with
foreign retailers.

Source: compiled by researcher
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Graph-16
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B Holistic
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Reliability Analysis

It is being observed that the retailers have various perceptions regarding impact of
FDI in Indian retail sector. On the basis of CFA, the factor “Holistic Development”
was confirmed. The factor comprises of ten statements. The factor loadings of each
variable represent significant loading towards the factor. The variable “FDI will
stimulate economic growth of the country” has the highest factor loading of 0.907,
which shows that it is the most significant variable of the factor. The variable “FDI
will lead to inflow of technical know- how and infrastructure development” is the
second significant variable of the factor with factor loading 0.898. The level of
internal consistency reliability was calculated with the help of the test cronbach’s
alpha and which came out to be 0.934, which is significant. The factor has 14.11 of

total variance explained.
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Table 2.23. Reliability analysis (Holistic Development)

Construct

Variables

Factor

Loading

Varianc

e %

Internal
consistency

Reliability

Holistic
Development

FDI will lead to
development of
Professional,
enterpreneural and

marketing skills

0.771

FDI will lead to
improvement of
retailing services by
acquiring market-
savvy, market-
intelligent and best
management practices,
Retail giant houses
such as Wal-Martcan
bring their best

management practices

0.821

FDI will lead to inflow
of technical know-how
and infrastructure

development

0.898

FDI will push Indian
Manufacturers to
improve their product

quality

0.862

The distribution system

of the goods will

0.877
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improve 14.11 0.934

FDI will enhance 0.759
employment
opportunities for

people of India

FDI will help in 0.793
controlling the rising

prices of commodities

FDI will stimulate 0.907
economic growth of

the country.

Farmers will be 0.526
benefitted by direct
procurement of goods

by big players.

Indian retailers will get | 0.750
opportunity of
partnership with

foreign retailers.

Source: Compiled by researcher

Improved services

The retailers also have some perceptions regarding improvement in supply
chain infrastructure, adoption of new technology, international brands within
reach etc. The factor comprises of seven variables.

Descriptive analysis

Under descriptive analysis, the mean values of all the variables are being
calculated. The variable “The speed of development of modern formats will
increase” has highest mean value and the variable “FDI in retail will lead to

improved product quality” has the lowest mean score of 3.6.
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Table 2.24. Descriptive analysis(Improved Services)

Variable
Name/

Statement

Mean

S.D.

Varian

ce

Strongl
y
Disagre

€

Disagre

€

Neither
Agree
Nor

Disagree

Agree

Strongly
Agree

FDI in
retail will
lead to
improved
product
quality

3.682

1.024
01

1.049

12(5.8
%)

16(7.7
%)

32(15.4
%)

114(54.8
%)

34(16.3
%)

It will
bring
improvem
ent in the
services
provided
by the

retailers

3.716

1.031
54

1.064

10(4.8
%)

13(6.3
%)

49(23.6
%)

90(43.3%
)

46(22.1
%)

It will lead
to
improved
supply
chain
infrastruct
ure by
bringing
improved

technology

3.778

1.053
70

1.110

10(4.8
%)

14(6.7
%)

41(19.7
%)

90(43.3%
)

53(25.5
%)

It will lead

to

3.716

1.077
36

1.161

15(7.2
%)

8(3.8%
)

44212
%)

95(45.7%
)

46(22.1
%)
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increased
capital

inflow

Access to
internation
al brands
will be

easier

3.860

1.078
91

1.164

11(5.3
%)

10(4.8
%)

41(19.7
%)

81(38.9%
)

65(31.3
%)

The speed
of
developme
nt of
modern
formats
will

increase

3.865

1.068
27

1.141

9(4.3%
)

16(7.7
%)

32(15.4
%)

88(42.3%
)

63(30.3
%)

IT-friendly
techniques
to cut
wastage
and set up
integrated
supply
chains to
gradually
replace the
presented
disorganiz
ed and
fragmente
d retail

market.

3.846

1.014
57

1.029

9(4.3%
)

13(6.3
%)

32(15.4
%)

101(48.6
%)

53(25.5
%)

Source: Compiled by researcher
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Graph-17 Improved Services
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The factor loading of each variable represents its significance towards the factor. The
variable “The speed of development of modern formats will increase” has the
maximum factor loading of 0.845, it means it is the most significant variable in the
factor. The variable “FDI will lead to improved supply chain infrastructure by
bringing improved technical know-how and capital” with the factor loading of 0.821
is the second significant factor. The variable “FDI in retail will lead to improved

product quality” is having least factor loading of 0.744. The cronbach’s alpha of the

factor 1s 0.908, which is significant.

Table 2.25. Reliability analysis(Improved services)

Construct Variables Factor Loading | Variance % Internal
consistency
reliability

Improved FDI in retail will 0.744 11.47 0.908

services lead to improved

product quality
It will bring 0.807

improvement in
the services
provided by the

retailers
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FDI will lead to 0.821
improved supply
chain
infrastructure by
bringing improved
technical know-

how and capital.

It will lead to 0.768
increased capital
inflow by raising
the rate of
investment as well
as generating
demand for the
increased goods

and services.

Access to 0.807
international
brands will be

easier

The speed of 0.845
development of
modern formats

will increase

IT-friendly 0.784
techniques to cut
wastage and set up
integrated supply
chains to gradually
replace the
presented
disorganized and
fragmented retail

market.

Source: Compiled by researcher
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(C) Hurt Economic Structure

The retailers have some perceptions/ concern related to the economy of the country.

They perceive that FDI in Indian retail sector will have some positive impacts as well

as some negative impacts. This factor has seven variables into it. The reliability

analysis and descriptive analysis has been done.

Descriptive Analysis

The results of descriptive analysis depict that the variable “Companies at initial stage

will not be able to compete with big players” has the highest mean score of 3.38. The

variable “International retailers will purchase internationally and not from domestic

sources” has the lowest mean value.

Table 2.26. Descriptive analysis(Hurt economic structure)

Variables | Mea | S.D. | Varian | Strong | Disagre | Neither | Agree Strong
n ce ly e Agree ly

Disagr Nor Agree
ee Disagree

Middlemen | 3.02 | .776 1(.5%) | 52(25% | 101(48.6 | 49(23.6 | 5(2.4

will be 40 71 603 ) %) %) %)

eliminated

due to

direct

procureme

nt of raw

material

from

farmers by

the foreign

retailers.
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It will lead
to
unemploy
ment on
the front

end retail

3.17
31

827
57

.685

2(1%)

43(20.7
%)

87(41.8
%)

69(33.2
%)

7(3.4
%)

Internation
al retailers
will
purchase
internation
ally and
not from
domestic

sources

3.00
48

.865
31

.749

4(1.9
%)

57(27.4
%)

89(42.8
%)

50(24%
)

8(3.8
%)

Small scale
retailers
will have
to shut
down their
business
due to not
being able
to compete
with the
prices
offered by
these
foreign big

retailers

3.37
02

793
98

.630

1(.5%)

29(13.9
%)

79(38%)

90(43.3
%)

9(4.3
%)

Once

monopoly

3.35

.803

.646

1(.5%)

33(15.9

72(34.6

95(45.7

7(3.4
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is
established
, foreign
companies
will hurt
the
economic
structure of

country

58

59

%)

%)

%)

%)

Companies
at initial
stage will
not be able
to compete
with big
players

3.37
50

812
79

.661

1(.5%)

32(15.4
%)

72(34.6
%)

94(45.2
%)

9(4.3
%)

If existing
firms will
collaborate
with big
firms they
will be
loosing
their
strength at
global
front

3.25
96

167
65

589

2(1%)

28(13.5
%)

99(47.6
%).

72(34.6
%)

7(3.4
%)

Source: compiled by researcher
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Graph-18 Hurt economic structure
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Reliability Analysis

The factor comprises of seven variables. The factor loading of the variable “it will

lead to unemployment on the front-end retail” is found to be maximum, it represents

that it is the most important variable of the factor. The variable “If existing firms will

collaborate with big firms, they will be losing their strength at global front” possess

the least factor loading towards the factor. The factor explains 8.857 % of the total

variance explained. The cronbach’s alpha comes out to be 0.873, which is significant.

Table 2.27. Reliability analysis(Hurt economic structure)

Construct

Variables

Factor

Loading

Variance %

Reliability(cronbach
alpha)

Hurt
economic

structure

Middlemen will
be eliminated
due to direct
procurement of
raw material
from farmers by
the foreign

retailers.

0.710

8.857

It will lead to

unemployment

0.877

0.873
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on the front-end

retail

International
retailers will
purchase
internationally
and not from

domestic sources

0.736

Small scale
retailers will
have to shut
down their
business due to
not being able to
compete with the
prices offered by
these foreign big

retailers

0.732

Once monopoly
is established,
foreign
companies will
hurt the
economic
structure of

country

0.751

Companies at
initial stage will
not be able to
compete with big

players

0.835

If existing firms

will collaborate

0.525
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with big firms
they will be
losing their
strength at global

front

Source: compiled by researcher

(d) Environmental Issues This factor includes five variables. The retailers have
concerns about the external environment of the retail store. The descriptive analysis

and reliability analysis of the variables in the factor has been done.

Descriptive Analysis

The descriptive analysis of the variables shows that the variable “Highly unorganized
sector is a challenge for retail sector in India.” has the highest mean score and the
variable “High degree of cultural diversity is a challenge for retail sector in India.”

has the lowest mean score.

Table 2.28. Descriptive analysis (Environmental Issues)

Variables | Mean | S.D. | Varian | Strongl | Disagre | Neither | Agree Strongly

ce y e Agree Agree
Disagr Nor
ee Disagre
e

Increased 3.456 | .9158 | .839 3(1.4% | 31(14.9 | 63(30.3 | 90(43.3% | 21(10.1
real estate | 7 0 ) %) %) ) %)

prices is
challenge
for retail
sector in

India.

Presence of | 3.480 | .9218 | .85000 | 4(1.9% | 28(13.5 | 62(29.8 | 92(44.2% | 22(10.6
numerous | 8 8 ) %) %) ) %)

intermediar
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iesis a
challenge
for retail
sector in

India

Usage of
outdated
technology
isa
challenge
for Indian
retail

sector.

3.528

.9004

81100 | 5(2.4%
)

21(10.1
%)

63(30.3
%)

97(46.6%
)

22(10.6
%)

Highly
unorganize
d sector is a
challenge
for retail
sector in

India.

3.692

.8349

169700 | 4(1.9%
)

15(7.2%
)

4521.6
%)

121(58.2
%)

23(11.1
%)

High
degree of
cultural
diversity is
a challenge
for retail
sector in

India.

3.389

9766

95400 | 5(2.4%
)

35(16.8
%)

66(31.7
%)

78(37.5%
)

24(11.5
%)

Source: compiled by researcher
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Graph -19 Environmental Issues
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Reliability Analysis

The factor includes five variables into it. The variables “Presence of numerous
intermediaries is a challenge for retail sector in India” and “Highly unorganized sector
is a challenge for retail sector in India.” have the maximum factor loadings (0.903),
thus these are the most significant, equally significant variables in the factor. The
variable “Increased real estate prices is a challenge for retail sector in India.” has the
factor loading of 0.830. The cronbach’s alpha of the factor is 0.923, which is found to

be significant.

Table 2.29. Reliability analysis(Environmental Issues)

Construct Variables Factor Variance % | Internal
Loading consistency
reliability

Environmental | Increased real 0.830 7.71 0.923
Issues estate prices is a

challenge for

retail sector in

India.

Presence of 0-903
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numerous
intermediaries
is a challenge
for retail sector

in India

Usage of 0.869
outdated
technology is a
challenge for
Indian retail

sector.

Highly 0.903
unorganized
sector is a
challenge for

retail sector in

India.

High degree of | 0.863
cultural
diversity is a
challenge for
retail sector in

India.

Source: compiled by researcher

(e) Threat to small retailers

Descriptive analysis

The descriptive analysis results show that the variable “Consumers will long to buy

foreign brand product as compare to local products” has the maximum mean score of
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3.486, followed by variable “Traditional retailers have to go out of business due to

entry of FDI” with mean score of 3.457. The variable “There will be a continuous

threat of new foreign entrants in the market” has the minimum mean score of 2.534.

Table 2.30. Descriptive analysis(Threat to small retailers)

Me | S.D. | Varian | Strong | Disagree | Neither | Agree | Strongly
Variable | an ce ly Agree Agree
s Disagr Nor

ee Disagre
e

Monopol | 3.2 | 1.086 | 1.179 | 16(7.7 | 36(17.3 | 66(31.7 | 69(33.2 | 21(10.1
y of 07 |0 %) %) %) %) %)
foreign
players
will be
created
There 2.5 |.7917 | .627 0 132(63.5 | 45(21.6 | 27(13% | 4(1.9%)
willbea |34 |6 %) %) )
continuo
us threat
of new
foreign
entrants
in the
market
FDI in|3.3 |1.038 | 1.078 | 3(1.4 |48(23.1 |53(25.5 | 74(35.6 | 30(14.4
retail 85 |46 %) %) %) %) %)
will have
an
adverse
impact
on
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tradition
al
unorgani

zed retail

Tradition
al

retailers
have to
go out of
business
due to
entry of
FDI

3.4
57

1.075
89

1.158 | 2(1%)

47(22.6
%)

54(26%
)

64(30.8
%)

41(19.7
%)

Consume
rs  will
long to
buy
foreign
brand
product
as
compare
to local

products.

3.4
86

1.146
21

1314 | 4(1.9

%)

49(23.6
%)

46(22.1
%)

60(28.8
%)

49(23.65
%)

Source: compiled by researcher

111




Graph-20 Threat to small retailers
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Reliability analysis

The reliability analysis of the factor confirmed shows the factor loadings of variables
towards the factor under study. The variable “Monopoly of foreign players will be
created” is having the maximum factor loading of 0.848, which represents that this
variable is the most significant variable among other variables in the factor. The
variable “There will be a continuous threat of new foreign entrants in the market” is
having the least factor loading of 0.598. The cronbach’s alpha of the factor is 0.863,

which represents the internal consistency reliability and is found to be significant.
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Table 2.31. Reliability analysis (Threat to small retailers)

Construct

Variables

Factor

Loading

Variance %

Cron bach
alpha

Threat to

small retailers

Monopoly of
foreign players

will be created

0.848

There will be a
continuous
threat of new
foreign entrants

in the market

0.598

FDI in retail
will have an
adverse impact
on traditional
unorganized

retail

0.836

Traditional

retailers have to
go out of
business due to

entry of FDI

0.810

Consumers will

long to buy
foreign  brand
product as
compare to

local product.

0.832

4.778

0.863

Source:

compiled by researcher
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Descriptive analysis of FDI is good for our country: Out of the total respondents
50% of the retailers are agreeing to the statement that FDI is good for our country and

50% are disagreeing that FDI is good for our country.

Descriptive analysis of vote on FDI in retail: Qut of the total respondents
52.9%.i.e. majority of respondents voted against FDI in retail, while 18.8% have
shown their acceptance for FDI in retail and 28.4% of respondents are showing

no response.

4.4 To analyze the impact of FDI in retail

It has been checked using regression analysis. Regression helps to study the
dependence of one variable (dependent variable) on another variable (independent
variable). It helps to know the expected values of the dependent variable with the help

of known values of independent variables.

It can be analyzed with the help of following equation:

Y= a+ bX

Where, a is constant (a is the hypothetical value of Y when X =0), b represents slope
coefficient, represents rate of change of Y with respect to change in X. Y is

dependent variable and X independent variable.

H,o3: “There is no significant association between opportunities and challenges with

respect to overall role and impact of FDI in retail sector from retailers’ perspective.”

H;3:“There is significant association between opportunities and challenges with

respect to overall role and impact of FDI in retail sector from retailers’ perspective.”

Ho4:“There is no significant association between positive and negative impact with

respect to overall role and impact of FDI in retail sector from retailers’ perspective.”
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H,4:“There is significant association between positive and negative impact with

respect to overall role and impact of FDI in retail sector from retailers’ perspective.”

Table 2.32. Regression analysis

Adjusted R | Std. Error of
R R Square
Square the Estimate
.181a 0.033 0.009 0.757
Unstandard
Standardized
ized T Sig.
Coefficients
Coefficients
B Std. Error Beta
(Constant) 3.462 0.052 65.948 0
Holistic
0.075 0.055 0.099 1.366 0.173
Development
Improved
. -0.062 0.055 -0.082 -1.126 0.262
services
Environmental
. 0.049 0.055 0.065 0.887 0.376
issues
Threat to small
-0.062 0.054 -0.081 -1.139 0.256
retailers
Hurt economic
0.04 0.056 0.053 0.722 0.471
structure

Source: compiled by researcher

Predictors: (Constant),Holistic Development, Improved Services, Environmental
issues, threat to small retailers, Hurt economic structure of the country, dependent

variable: overall role and impact of FDI in retail sector.

From the above table it can be depicted that independent variables create 0.033

percentage of variance. The adjusted R-square value 0.009 is statistically significant
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to check for the regression fit. In case of opportunities for retailers in India the factor
Holistic Development, as the significance value is greater (0.173) than 0.05 thus from
the regression table, it is clear that null hypothesis is accepted. Hence, there exists no
significant association between opportunity (Holistic Development) with respect to
overall role and impact of FDI in retail sector (retailer’s perspective). In case of
positive impact of Improved services as the significance value is greater (0.262) than
0.05 thus from the regression table, it is clear that null hypothesis is accepted. Hence,
there exists no significant association between positive impact (Improved services)
with respect to overall role and impact of FDI in retail sector (retailer’s perspective).
It shows that Holistic Development and Improved services is not associated with

overall role and impact of FDI in retail sector.

In case of challenges available in front of Indian retailers for factor Environmental
issues, as the significance value is greater (0.376) is greater than 0.05, the null
hypothesis 1s accepted. Hence, there exists no significant association between
challenges available (Environmental issues) with respect to overall role and impact of
FDI in retail sector (retailer’s perspective). In case of negative impact of FDI in
Indian retail sector, threat to small retailers and hurt economic structure of the country
as the significance value is greater (0.256 and 0.471 respectively) than 0.05 thus from
the regression table, it is clear that null hypothesis is accepted. Hence, there exists no
significant association between negative impact (threat to small retailers and hurt
economic structure of the country) with respect to overall role and impact of FDI in
retail sector (retailer’s perspective). It shows that Environmental issues, threat to
small retailers and Hurt economic structure of the country is not associated with

overall role and impact of FDI in retail sector.
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CHAPTER 5
DATA ANALYSIS AND INTERPRETION

(CUSTOMERS’ PERSPECTIVE)

The present chapter at first discuss about the demographic profile of customer
respondents, further the association between demographics and selection of

product from organized retailers and unorganized retailers.

The chapter then discuss about the factors extracted by using EFA and Confirmed
using CFA. The descriptive analysis and reliability analysis of the factors is also
being done to know about the importance of variables in a particular construct. The
regression analysis is used to study the impact of FDI in retail from customer’s

perspective.
DEMOGRAPHIC PROFILE OF RESPONDENTS (CUSTOMERS)

The first section of this chapter represents the demographic profile of customers.

The profile of the respondents is presented with the help of diagrams and charts.

For the purpose of collecting the responses of the customers a detailed
questionnaire based on 5-point Likert scale was being circulated among customers
of NCR region. A total of 450 questionnaires were distributed, out of which 312
respondents completed the questionnaire. The questionnaire consists of statements
related to perception of customers with regard to opening up of FDI in Indian retail
sector. In the first part of the questionnaire, some demographic questions detailing
about gender, marital status, education, age, were being asked. A precise summary
of demographic profile is being presented in form of table in Table 3.1 mentioned

below.
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Table 3.1. Demographic Profile of Respondents

Particulars Frequency % Percentage
Male 161 52%
Gender Female 151 48%
Marital Married
Status
148 47%
Unmarried
164 53%
Below 30 97 31%
31-50 143 46%
Age 72 23%
Above 50 years
Annual Less than
31 10%
Household Rs.25,00,00
Income Rs. 25,00,00-
38 12%
Rs.5,00,000
Rs. 5,00,001-
175 56%
10,00,000
Above Rs 10,00,000 68 22%
Student 57 18%
Employed 109 35%
Retired 67 22%
Occupation Business 70 22%
Any Other
9 3%
Education Secondary education 78 25%
o Graduation (UG) 142 46%
Qualification
Post Graduation (PG) 92 29%
Size of Nuclear Family 147 47%
family Joint family 165 53%

Compiled by the Researcher
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The above table depicts that out of total respondents 52% are males and 48% are
females. Majority of respondents are belonging to the age group 31-50 i.e. 46%,
31% respondents are below 30 years of age and 23% respondents are above 50
years of age. Out of the total respondents 35 % respondents are employed, 22% are
running their business, 22% are retired persons and 18% are students. Majority of
respondents i.e. 56% are having annual income between 5000001- 10,00,000, 21%
are having income above 10 lakhs, 12% are having income between 2.5 lakhs to 5
lakhs and 10 % are having income less than 2.5 lakhs. Out of the total respondents
47% are belonging to nuclear family and 53 % are from joint family. 53% of
respondents are married and 47% respondents are unmarried. Majority of
respondents i.e. 46% have done graduation, 25% are educated upto secondary

education and 29% have done post-graduation.

The presentation of demographic profile in form of graphs is given below:

Graph-21 Classification on the

basis of gender Graph-22 Classification on

the basis of Age

H Below 30
" Male ®31-50
H Female
= Above 50
years
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Graph-23 Classification on the
basis of Occupation

® Student

B Employed
u Retired

¥ Business

¥ Any Other

Graph-24 Size of family

B Nuclear
Family

B Joint family

Graph-25 Marital status

B Single

B Married

Graph -26 Education

¥ Secondary
education

B Graduation
(UG)

Graph 27 Preferred time of
shopping

¥ Daily
B Weekly
= Monthly

B Any time

Graph-28 Preference to
purchase daily things

® Organized
Retailers

B Unorganize
d Retailers

= Both
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Graph-29 Distance from home to
outlet

B ] ess than 5 km
B Between 5-10 km

Above 10 Km

Table 3.2 Product preferences at Unorganized Retail * Age Crosstabulation

Age
Below 30 31-50 | Above 50 years| Total
Household Count 52 98 42 192
items % within Age 55.30% 69.00% 58.30%
Grocery Count 63 97 50 210
items % within Age 67.00% 68.30% 69.40%
Home Count 16 34 14 64
appliances | 9 within Age 17.00% 23.90% 19.40%
Clothing Count 36 54 23 113
products % within Age 38.30% 38.00% 31.90%
Specialty Count 13 20 12 45
products % within Age 13.80% 14.10% 16.70%
Emergency |Count 32 49 28 109
products % within Age 34.00% 34.50% 38.90%
Impulse Count 19 28 17 64
products % within Age 20.20% 19.70% 23.60%
Count 25 44 19 88
Any other
% within Age 26.60% 31.00% 26.40%
Total Count 94 142 72 308

Source: compiled by researcher

121




Respondents above 50 years prefer to buy grocery items, specialty products,
emergency products, impulse products from unorganized retailers as compare to
other age categories. As distance matters for aged people while taking decision
about their purchases. Respondents lying between age of 31- 50 years prefer to buy
home appliances and household items from unorganized retailers compared to
other age categories. Respondents below 30 years of age prefer to buy clothing

items from unorganized retailers as compare to other age categories.

To know the product preference towards unorganized retail stores on the basis of

gender, Cross Tabulation is applied. The results for the same are:

Table 3.3. Product preferences at Unorganized Retail * Gender
Cross Tabulation
Gender
Male Female Total
Count 96 96 192
Household
) % within
items
Gender 60.40% 64.40%
Count 107 103 210
Grocery
) % within
items
Gender 67.30% 69.10%
Count 29 35 64
Home
) % within
appliances
Gender 18.20% 23.50%
Count 49 64 113
Clothing
% within
products
Gender 30.80% 43.00%
Count 20 25 45
Speciality
% within
products
Gender 12.60% 16.80%
Emergenc Count 51 58 109
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y products | % within
Gender 32.10% 38.90%
Count 23 41 64
Impulse
% within
products
Gender 14.50% 27.50%
Count 43 45 88
Any other | o within
Gender 27.00% 30.20%
Total Count 159 149 308

Source: compiled by researcher

The above table shows that on the basis of gender, the female respondents like to

buy more from unorganized retailers in terms of all different product categories as

compared to male respondents. As female prefer to buy from nearby local shops as

compare to going far away for shopping.

Further, to know the product preference towards unorganized retail stores on the

basis of income, Cross Tabulation is applied. The results for the same are:

Table 3.4. Product Preferences at Unorganized Retail * Income Crosstabulation

Less than Rs. 25,00,00- | Rs. 5,00,001- | Above Rs Total
ota
Rs.25,00,00 | Rs.5,00,000 10,00,000 {10,00,000
Househ Count 18 20 113 41 192
old % within
. ) 60.00% 54.10% 65.30% 60.30%
1tems Occupation
Count 20 24 120 46 210
Grocery
. % within
1tems ) 66.70% 64.90% 69.40% 67.60%
Occupation
Count 9 4 38 13 64
Home
applian | o within 30.00% 10.80% 22.00% 19.10%
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ces Occupation
Clothin | Count 14 11 66 22 113
g % within
] 46.70% 29.70% 38.20% 32.40%
product | Qccupation
Specialt Count 6 5 23 11 45
y % within
] 20.00% 13.50% 13.30% 16.20%
product | Qccupation
Emerge Count 11 9 62 27 109
ncy % within
) 36.70% 24.30% 35.80% 39.70%
product | Qccupation
Count 6 9 32 17 64
Impulse
% within
product ] 20.00% 24.30% 18.50% 25.00%
Occupation
Count 10 9 51 18 88
Any
% within
other ) 33.30% 24.30% 29.50% 26.50%
Occupation
Total Count 30 37 173 68 308

Source: compiled by researcher

The table 3.5 depicts that the respondents having less than 2.5 lakh annual

household income prefer to buy clothing products and speciality products from

unorganized retailers as compare to other income categories, respondents having

annual income between 5 lakhs to 10 lakhs prefer to buy household items and

grocery items from unorganized retailers as compare to other income categories and

people having above 10 lakhs annual income prefer to buy emergency products and

impulse products from unorganized retailers as compare to other income categories,

which depicts that with increased income the customers are likely to buy from

organized retailers.

To know the product preference towards unorganized retail stores on the basis of

family size, Cross Tabulation is applied. The results for the same are:
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Table 3.5. Product Preferences at Unorganized Retail * Family Size Cross Tabulation

Nuclear Family Joint family Total
Count 93 99 192
Household
. % within
items ) 64.10% 60.70%
Occupation
Count 103 107 210
Grocery
. % within
1tems ) 71.00% 65.60%
Occupation
Count 30 34 64
Home
. % within
appliances 20.70% 20.90%
Occupation
Count 57 56 113
Clothing
% within
products . 39.30% 34.40%
Occupation
Count 22 23 45
Speciality
% within
products . 15.20% 14.10%
Occupation
Count 49 60 109
Emergency
% within
products . 33.80% 36.80%
Occupation
Count 30 34 64
Impulse
% within
products . 20.70% 20.90%
Occupation
Count 44 44 88
Any other % within
) 30.30% 27.00%
Occupation
Total Count 145 163 308

Source: compiled by researcher
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Respondents who belong to nuclear families like to buy clothing products, specialty
products, household items, grocery items from unorganized retailers and
respondents who are from joint families prefer to buy home appliances, emergency
products and impulse products from unorganized retailers. Thus, it canbe concluded
that the respondents who are living in nuclear family go for shopping of routine

products from unorganized retailers including specialized products.

To know the product preference towards unorganized retail stores on the basis of

marital status, Cross Tabulation is applied. The results for the same are:

Table 3.6. Product Preferences at Unorganized Retail * Marital Status Cross

Tabulation
Single Married
Count 94 98 192
Househol
) % within
d items 64.40% 60.50%
Occupation
Count 101 109 210
Grocery
) % within
1tems ' 69.20% 67.30%
Occupation
Home Count 32 32 64
appliance % within
' 21.90% 19.80%
8 Occupation
Count 56 57 113
Clothing
% within
products 38.40% 35.20%
Occupation
Count 20 25 45
Speciality
% within
products 13.70% 15.40%
Occupation
Emergen Count 51 58 109
cy % within 34.90% 35.80%
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products Occupation
Count 29 35 64
Impulse
% within
products 19.90% 21.60%
Occupation
Count 47 41 88
Any other % within
. 32.20% 25.30%
Occupation
Total Count 146 162 308

Source: compiled by researcher

Married respondents prefer to buy specialty products, emergency products and

impulse products from unorganized retailers and single/ unmarried respondents

like to buy household items, grocery items, home appliances, clothing products

from unorganized retailers. It can be drawn that unmarried respondents are likely

to buy routine products from unorganized retailers.

To know the product preference towards unorganized retail stores on the basis of

education, Cross Tabulation is applied. The results for the same are:

Table 3.7. Product preferences at Unorganized Retail * Education Cross

Tabulation
Education
Post-
Secondary
Graduation (UG)| Graduation Total
education
(PG)
Househo Count 40 96 56 192
Id items | 94 within Age | 53.30% 68.10% 60.90%
Count 50 98 62 210
Grocery
items | o within Age | 66.70% 69.50% 67.40%
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Home Count 11 32 21 64
applianc
o % within Age 14.70% 22.70% 22.80%
Clothing Count 25 58 30 113
products | o within Age | 33.30% 41.10% 32.60%
Specialit Count 8 21 16 45
y

% within Age 10.70% 14.90% 17.40%
products
Emerge Count 22 51 36 109
ncy

% within Age | 29.30% 36.20% 39.10%
products
Impulse Count 12 30 22 64
products | o within Age 16.00% 21.30% 23.90%
Any Count 18 46 24 88
other | of within Age | 24.00% 32.60% 26.10%
Total Count 75 141 92 308

Source: compiled by researcher

The respondents who are educated upto graduation prefer to buy household items,

grocery items, clothing products from unorganized retailers. The respondents who

have done post-graduation like to buy home appliances, specialty products,

emergency products and impulse products from unorganized retailers as compare

to other education based categories.

Respondents who prefer to go shopping on monthly basis like to buy household

items, grocery items, home appliances, clothing products from unorganized

retailers. The respondents who like to do shopping on weekly basis prefer to buy

specialty products, impulse products and emergency products from unorganized

retailers as compared to other respondents.
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1(b) (ii) Product preferences towards organized retail

To understand the product preferences towards organized retail on the basis of

demographics of the customers, cross tab is used. At first, to know the product

preference towards organized retail on the basis of age cross tab is being applied.

The results for the same are:

Table 3.8. Product preferences at Organized Retail * Gender Cross Tabulation
Gender
Male Female Total
Household Count 81 84 165
% within Gender 50.60% 57.10%
Count 66 71 137
Grocery items
% within Gender 41.30% 48.30%
Home Count 116 118 234
5 % within Gender 72.50% 80.30%
Clothing Count 113 99 212
% within Gender 70.60% 67.30%
Speciality Count 105 98 203
% within Gender 65.60% 66.70%
Emergency Count 79 56 135
% within Gender 49.40% 38.10%
Impulse Count 60 50 110
% within Gender 37.50% 34.00%
Count 26 18 44
Any other
% within Gender 16.30% 12.20%
Total Count 160 147 307
Source: compiled by researcher

While buying from organized retailers female respondents prefer to buy household

items, grocery items, home appliances and specialty products but males prefer to

129



buy clothing, emergency and impulse products from organized retailers. It shows

that females are more inclined towards organized retailers to shop for home usage

products.

To know the product preferences of respondents on the basis of age, cross

tabulation was applied; the results for the same are as under:

Table 3.9. Product preferences at Organized Retail * Age Cross Tabulation
Age
Below 30 31-50 Above 50 years | Total
Household Count 50 73 42 165
items % within Age 53.80% 51.40% 58.30%
Grocery Count 43 63 31 137
items % within Age 46.20% 44.40% 43.10%
Home Count 70 107 57 234
appliances % within Age 75.30% 75.40% 79.20%
Clothing Count 63 97 52 212
products % within Age 67.70% 68.30% 72.20%
Speciality Count 63 86 54 203
products % within Age 67.70% 60.60% 75.00%
Emergency Count 44 53 38 135
products % within Age 47.30% 37.30% 52.80%
Impulse Count 35 48 27 110
products % within Age 37.60% 33.80% 37.50%
Count 14 20 10 44
Any other
% within Age 15.10% 14.10% 13.90%
Total Count 93 142 72 307
Source: compiled by researcher

The above table shows that respondents above 50 years of age like to buy

Household items, home appliances, Speciality products and emergency products
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from organized retailers. Respondents below 30 years of age like to buy Grocery

items and impulse products from organized retailers as youngsters are expected

more to be carried away by ambience of the outlets, it has more effect on their

impulse buying.

To know the product preferences of respondents in organized retail stores, on the

basis of occupation, cross tabulation was applied the results for the same are as

under:

Table 3.10. Product Preferences at Organized Retail * Occupation Cross
Tabulation
Student |Employed | Retired | Business | Any Other| Total
Count 24 58 39 37 7 165
0
Househol /o
. within
d items 42.10% | 54.20% | 58.20% | 54.40% | 87.50%
Occupa
tion
Count 28 41 30 32 6 137
0
Grocery /o
. within
items 49.10% | 38.30% | 44.80% | 47.10% | 75.00%
Occupa
tion
Count 38 80 52 58 6 234
Home %
appliance | within
66.70% | 74.80% | 77.60% | 85.30% | 75.00%
8 Occupa
tion
Count 44 68 48 46 6 212
Clothing
%
products 77.20% | 63.60% | 71.60% | 67.60% | 75.00%
within
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Occupa
tion
Count 40 60 50 47 6 203
Specialit %
y within
70.20% | 56.10% | 74.60% | 69.10% | 75.00%
products |Occupa
tion
Count 25 34 36 36 4 135
Emergen A
cy within
43.90% | 31.80% | 53.70% | 52.90% | 50.00%
products |Occupa
tion
Count 21 30 25 33 1 110
0
Impulse o
within
products 36.80% | 28.00% | 37.30% | 48.50% | 12.50%
Occupa
tion
Count 13 14 10 7 0 44
0
Any /o
within
other 22.80% | 13.10% | 14.90% | 10.30% 0.00%
Occupa
tion
Total Count 57 107 67 68 8 307

Source: compiled by researcher
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The table 3.10 shows that the respondents who belong to student category like to

buy clothing products and grocery products from organized retailers, retired people

like to buy house hold, specialty, emergency products from organized retailers and

respondents running their own business like to buy impulse products and home

appliances from organized retailers, as they are carried away by the way products

are sold by organized retailers.

To know the product preferences of respondents in organized retail stores, on the

basis of income, cross tabulation was applied the results for the same are as under:

The table 3.11 represents that the respondents who are having income upto 2.5

lakhs, like to buy household items from organized retailers, the respondents having

income between 2.5 to 5 lakhs prefer to buy grocery items from organized and the
respondents having income above 10 lakhs like to buy home appliances, clothing

products, specialty products, emergency and impulse products from organized

retailers.
Table 3.11. Product Preferences at Organized Retail *Annual household Income
Crosstabulation
Rs. Rs.
Less than Above Rs
25,00,00- | 5,00,001- Total
Rs.25,00,00 10,00,000
Rs.5,00,000| 10,00,000
Count 18 15 93 39 165
Household | o within
items Occupati| 60.00% 41.70% 53.80% 57.40%
on
Count 13 19 75 30 137
Grocery | 9 within
items Occupati| 43.30% 52.80% 43.40% 44.10%
on
Count 20 27 134 53 234
Home
) % within
appliances | 66.70% 75.00% 77.50% 77.90%
Occupati
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on

Count 19 25 119 49 212
Clothing | 9 within
products | Occupati| 63.30% 69.40% 68.80% 72.10%
on
Count 18 25 109 51 203
Speciality | o, within
products | Occupati| 60.00% 69.40% 63.00% 75.00%
on
Count 12 19 68 36 135
Emergenc | o4 within
y products | Occupati| 40.00% 52.80% 39.30% 52.90%
on
Count 9 13 63 25 110
Impulse | % within
products | Occupati| 30.00% 36.10% 36.40% 36.80%
on
Count 5 5 24 10 44
o
Any other 7o within
Occupati| 16.70% 13.90% 13.90% 14.70%
on
Total Count 30 36 173 68 307

Source: compiled by researcher

To know the product preferences of respondents in organized retail stores, on the

basis of family size, cross tabulation was applied the results for the same are shown

in table 3.12.
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Table 3.12. Product Preferences at Organized Retail * Family Size Cross

Tabulation
Nuclear Family | Joint family Total
Count 69 96 165
Household
. % within
1tems . 47.90% 58.90%
Occupation
Count 68 69 137
Grocery items % within
) 47.20% 42.30%
Occupation
Count 107 127 234
Home
. % within
appliances 74.30% 77.90%
Occupation
Count 98 114 212
Clothing
% within
products . 68.10% 69.90%
Occupation
Count 93 110 203
Speciality
% within
products . 64.60% 67.50%
Occupation
Count 65 70 135
Emergency
% within
products . 45.10% 42.90%
Occupation
Count 57 53 110
Impulse
% within
products . 39.60% 32.50%
Occupation
Count 23 22 45
Any other % within
) 16.00% 12.90%
Occupation
Total Count 144 164 308
Source: compiled by researcher
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The above table shows that the respondents living in joint family prefer to buy

household items, home appliances, clothing products, specialty products from

organized retailers and respondents living in nuclear family like to buy grocery

items, emergency products and impulse products from organized retailers.

To know the product preferences at organized retail the results of cross tab was

applied.

Table 3.13. Product Preferences at Organized Retail * Marital Status
Crosstabulation
Single Married Total
Count 75 90 165
Household
. % within
items 51.40% 55.90%
Occupation
Count 66 71 137
Grocery
) % within
items 45.20% 44.10%
Occupation
Count 107 127 234
Home
) % within
appliances 73.30% 78.90%
Occupation
Count 102 110 212
Clothing
% within
products , 69.90% 68.30%
Occupation
Count 101 102 203
Speciality
% within
products 69.20% 63.40%
Occupation
Count 68 67 135
Emergency
% within
products 46.60% 41.60%
Occupation
Impulse Count 60 50 110
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products % within
41.10% 31.10%
Occupation
Count 29 16 45
Any other % within
' 19.90% 9.30%
Occupation
Total Count 146 162 308

Source: compiled by researcher

Table 3.13 shows that the married respondents like to buy household items and

home appliances from organized retailers and unmarried respondents like to buy

grocery items, clothing products, specialty, emergency products, impulse products

from organized retailers. It shows that unmarried respondents like to buy more

from organized retailers.

To know the product preferences of respondents in organized retail stores, on the

basis of education, cross tabulation was applied the results for the same are as

under:
Table 3.14. Product preferences at Organized Retail * Education
Crosstabulation
Education
Post -
Secondary Graduation
Graduation Total
education (UuGg)
(PG)
House Count 37 76 52 165
hold
. % within Age 50.00% 53.50% 57.10%
items
Grocer Count 33 62 42 137
y items | o, within Age 44.60% 43.70% 46.20%
Home Count 53 109 72 234
applian
ces % within Age 71.60% 76.80% 79.10%
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Clothi Count 47 100 65 212

ng

produc | % within Age 63.50% 70.40% 71.40%

ts

Special Count 47 93 63 203

ity

produc | o4 within Age |  63.50% 65.50% 69.20%

ts

Emerg Count 36 58 41 135

ency

produc | o4 within Age |  48.60% 40.80% 45.10%

ts

Impuls Count 26 55 29 110

e

produc | o within Age 35.10% 38.70% 31.90%

ts

Any Count 13 21 10 44

other |94 within Age| 17.60% 14.80% 11.00%

Total Count 74 142 91 307
Source: compiled by researcher

The results of cross tabulation show that respondents who have done post-

graduation like to buy household items, grocery items, home appliances, clothing

products, specialty products from organized retailers. The respondents who are

educated upto secondary level like to buy emergency products and respondents

who have studied upto graduation like to buy impulse products from organized

retailers.

The respondents who go for daily shopping, like to buy home appliances,

emergency products and impulse products from organized retailers. The people,

who go for weekly shopping, prefer to buy household items, clothing products and
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specialty products from organized retailers. Monthly shoppers like to buy grocery

items from organized retailers.

It was observed that the respondents who prefer to travel less than 5 km for buying

like to buy household items, grocery items, clothing products, emergency products

from organized retailers and people who can travel for 5-10 km for shopping like

to buy home appliances, specialty products from organized retailers. To know the

product preferences at organized Retail, unorganized retail, cross tabulation is

applied, the results are shown in table 3.15:

Table 3.15 Product preferences at Organized Retail * Type of Outlet Cross

Tabulation
Organized | Unorganized
Both Total
Retailers Retailers

Househol Count 64 60 41 165
ditems |9 within Age| 59.30% 50.80% 50.60%
Grocery Count 47 53 37 137
items % within Age|  43.50% 44.90% 45.70%
Home Count 78 88 68 234
appliance
< % within Age 72.20% 74.60% 84.00%
Clothing Count 74 79 59 212
products | o within Age 68.50% 66.90% 72.80%
Specialit Count 75 75 53 203
y

% within Age 69.40% 63.60% 65.40%
products
Emergen Count 54 49 32 135
cy

% within Age 50.00% 41.50% 39.50%
products
Impulse Count 37 47 26 110
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products
% within Age 34.30% 39.80% 32.10%
Any Count 14 16 14 44
other % within Age|  13.00% 13.60% 17.30%
Total Count 108 118 81 307

Source: compiled by researcher

The table shows that respondents prefer to buy household items, specialty
products, emergency products from organized retailers, they like to buy impulse
products from unorganized retailers and for grocery items, home appliances,
clothing products the respondents buy from both organized as well as unorganized

retailers.

Sub objective 2(b): To study the challenges and opportunities faced by retail
sector in India from customers perspective. In this objective, customers’
perspective regarding opportunities and challenges faced by retail sector has been

explored using EFA (Exploratory Factor Analysis).

5.2 PERCEPTIONS OF CUSTOMERS REGARDING FDI IN RETAIL
SECTOR IN INDIA

This section attempts to explain the theoretical background related to perceptions
of customers regarding impact of FDI in Indian retail sector in general. The section
will discuss the factors which are in the mind of customers related to FDI in Indian
retail sector. The variables extracted on the basis of review of literature are further
identified with the help of exploratory factor analysis used in the questionnaire.
This section also tried to analyze the reliability as well as validity of the identified
factors. The factors are validated with the help of validity analysis done through
Confirmatory Factor Analysis.

This section also discussed the results of descriptive analysis done on various
dimensions. In the research study, the primary data is collected from the customers
buying products from different retailers in order to study their perception towards

impact of FDI in Indian retail sector. Variables related to various opportunities,
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challenges, positive impact and negative impact due to FDI in retail sector

expected

by customers in India are included in the questionnaire. Total forty nine variables

are included in the study:

Table 3.16. Communalities

Sr. No.

Variables

Vlop

FDI in retail will lead to improved product quality

V2op

It will bring improvement in the services provided by the retailers

V3op

It will improve the shopping experience of the customer by making it

enjoyable and memorable.

Vaor

Access to international brands will be easier

VSop

The speed of development of modern formats will increase

V6op

The distribution system of the goods will improve

Viop

It will push Indian Manufacturers to improve their product quality

V8op

Overall shopping experience will enhance.

VO

Small scale retailers will have to shut down their business due to not being

able to compete with the prices offered by these foreign big retailers

V10

Companies which are at initial stage may not be capable enough to compete

with big global companies

Vil

Collaboration of small firms with the global biggies will lead to lose the self-
competitive strength at the global front

V121y

There will a continuous threat of new foreign entrants in the market

V13w

FDI in retail will have an adverse impact ontraditional unorganized retail

Vlidy

Traditional retailers have to go out of business due to entry of FDI

V15m

Consumers will long to buy foreign brand product as compare to local

product.

V160p

It will enhance employment opportunities for people of India
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V170p | It will lead to exchange of technologies between countries

V18cpp | It will help in controlling the rising prices of commodities

V190p | It will stimulate economic growth of the country.

V200p | Farmers will be benefitted by direct procurement of goods by big players.

V21op | Indian retailers will get opportunity of partnership with foreign retailers.

V2214 | Once monopoly is established, foreign companies will hurt the economic
structure of country

V2314 | Profits will move out of the country.

V2414 | It is against swadeshi policy

V2514 | Middlemen will be eliminated due to direct procurement of raw material from
farmers by the foreign retailers.

V2614 | It will lead to unemployment

V27ty | Monopoly of foreign players will emerge.

V28t | Once monopoly of big retailers is established the bargaining power of the
consumers will be reduced.

V2914 | International retailers will purchase internationally and not from domestic
sources

V30cu | Increased real estate prices is challenge for retail sector in India.

V31cy | Presence of numerous intermediaries is a challenge for retail sector in India

V32cy | Usage of outdated technology is a challenge for Indian retail sector.

V33cy | Highly unorganized sector is a challenge for retail sector in India.

V34cy | High degree of cultural diversity is a challenge for retail sector in India.

V350p | Change in consumption pattern will lead to increased demand of products

V360p | Increasing no. of working women will lead to increased demand of products

V370p | Electronic media will help to transfer information about new products in very
less time, thus lead to increased demand

V38op

Demand for variety of products will be increasing day by day due to
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increasing disposable income of consumers.

V390p

Packaged food items will be acceptable at an ease due to changing lifestyle

which will lead to increased demand for the products.

V40op

New Products are more likely to be acceptable due to dual family income

Valop

Rise in use of plastic money will have a positive effect on increased retail

shopping

Va20p

Rising retail sector in India is backed up by rising global market demand.

V43

FDI in retail will lead to loss of Indian culture due to more foreign culture

impact.

V44,

It will lead to loss of Indian ethical values due to more foreign influence.

N2

People may absorb negative aspects of foreign lifestyles and develop

inappropriate consumption pattern.

V46cy

Retail sector infrastructure is not properly developed.

V4T cn

The retail sector possess inefficient Supply Chain Management

VA48cn

Lack of talented workforce is witnessed in retail sector.

VA49cy

Indian retailers possess less competitive strength as compare to international

standards.

Source: Compiled by researcher

On the basis of data collected from the customers, the exploratory factor analysis is

applied on the responses of customers in order to identify the latent factors which

represent the perception of customers regarding FDI in Indian retail sector.

Exploratory Factor Analysis

Exploratory factor analysis is a statistical quantitative method by which the number

of variables selected in the study is reduced into few latent variables (factors). The

technique at first helps in identifying the correlation relationship among the

variables. EFA then, analyze the variables and tries to reduce those variables into

few significant latent variables, called factors. The highly correlated variables are

clubbed together and called factors. It is utilized to discover the perceptions of
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customers and retailers related to FDI in Indian retail sector. EFA is based upon
some assumptions, which includes the availability of sampling adequacy and
presence of significant correlations between the different pair of variables. It helps
the researcher to know that the sample selected for the study is adequate or not,
further it helps to know about the presence of correlation that exists between
different pair of variables. The Kaiser-Meyer-Olkin Measure (KMO) as well as
Bartlett’s test of Sphericity is applied in the study. It helps the researcher to test the
presence of required sampling adequacy and the correlation relationship between
different pair of variables. The statistical result of KMO measures of sampling

adequacy and Bartlett test of Sphericity is shown below in Table 3.17

Table 3.17. KMO and Bartlett's Test
Kaiser-Meyer-Olkin Measure
0.866
of Sampling Adequacy.
Approx. Chi-
Bartlett's Test of Sphericity 9684.035
Square
Df 1225
Sig. .000
Source: Compiled by researcher

The above table shows that the Kaiser-Meyer-Ohlin Measure of sample adequacy
is 0.866 which depicts that the sample size of the study is adequate. The
exploratory factor analysis is used for the variables where significant level of
correlation exists between the variables. The Bartlett’s test of sphericity checks the
correlation matrix of the variables and to test the null hypothesis that the

correlation matrix of the variables is an identity matrix.

The result of Barlett’s Test of Sphericity indicates that the p value (.000) is less
than five percent level of significance hence the null hypothesis that the correlation
matrix of the variables is an identity is rejected. Thus, it can be concluded that
there exists significant correlation between the selected variables and it is not an
identity matrix. This result shows that the exploratory factor analysis can be done

on data collected from the respondents.
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Table 5.2(c) shows the communalities of included variables before and after the
factor extraction. The communalities or the sum of squared factor loadings
represents the proportion of each variable's variance explained by the principal
components like latent variable. The initial communality (before extraction) is
always assumed to be 1. The communality (after extraction) depends upon the
amount of variance available for the analysis of the selected variable. A significant
exploratory factor analysis requires that the communalities of the included
variables must be greater than 50 percent. It indicates the proportion of variance
explained by the variables after extraction done with the help of factor analysis.
The results shown in the table indicates that the communalities of all the variables
are significant as these are higher than 50 percent. The communalities of the

variables including in the analysis is shown in the table.

Table 3.18. Communalities

Variables Extr
acti
Initial on
FDI in retail will lead to improved product quality 1.000 527
It will bring improvement in the services provided by the 1.000 .626
retailers
It will improve the shopping experience of the customer by 1.000 .633

making it enjoyable and memorable.

Access to international brands will be easier 1.000 .656
The speed of development of modern formats will increase 1.000 651
The distribution system of the goods will improve 1.000 .648
It will push Indian Manufacturers to improve their product 1.000 715
quality

Overall shopping experience will enhance. 1.000 .646
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Small scale retailers will have to shut down their business 1.000 .545
due to not being able to compete with the prices offered by

these foreign big retailers

Companies which are at initial stage may not be capable 1.000 770
enough to compete with big global companies

Collaboration of small firms with the global biggies will lead | 1.000 .653
to lose the self-competitive strength at the global front

There will a continuous threat of new foreign entrants in the | 1.000 .680
market

FDI in retail will have an adverse impact on traditional | 1.000 730
unorganized retail

Traditional retailers have to go out of business due to entry of | 1.000 174
FDI

Consumers will long to buy foreign brand product as | 1.000 588
compare to local product.

It will enhance employment opportunities for people of India | 1.000 147
It will lead to exchange of technologies between countries 1.000 .806
It will help in controlling the rising prices of commodities 1.000 821
It will stimulate economic growth of the country. 1.000 841
Farmers will be benefitted by direct procurement of goods by | 1.000 781
big players.

Indian retailers will get opportunity of partnership with 1.000 .685
foreign retailers.

Once monopoly is established, foreign companies will hurt 1.000 .609

the economic structure of country
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Profits will move out of the country. 1.000 702
It is against swadeshi policy 1.000 571
Middlemen will be eliminated due to direct procurement of 1.000 509
raw material from farmers by the foreign retailers.

It will lead to unemployment 1.000 S14
Monopoly of foreign players will emerge. 1.000 569
Once monopoly of big retailers is established the bargaining | 1.000 625
power of the consumers will be reduced.

International retailers will purchase internationally and not 1.000 513
from domestic sources

Increased real estate prices is challenge for retail sector in 1.000 675
India.

Presence of numerous intermediaries is a challenge for retail | 1.000 .806
sector in India

Usage of outdated technology is a challenge for Indian retail | 1.000 765
sector.

Highly unorganized sector is a challenge for retail sector in 1.000 819
India.

High degree of cultural diversity is a challenge for retail 1.000 708
sector in India.

Change in consumption pattern will lead to increased demand | 1.000 S17
of products

Increasing no. of working women will lead to increased 1.000 S19
demand of products

Electronic media will help to transfer information about new | 1.000 S12

products in very less time, thus lead to increased demand
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Demand for variety of products will be increasing day by day | 1.000 597
due to increasing disposable income of consumers.

Packaged food items will be acceptable at an ease due to 1.000 S15
changing lifestyle which will lead to increased demand for

the products.

New Products are more likely to be acceptable due to dual 1.000 .628
family income

Rise in use of plastic money will have a positive effect on | 1.000 503
increased retail shopping

Rising retail sector in India is backed up by rising global 1.000 525
market demand.

FDI in retail will lead to loss of Indian culture due to more 1.000 147
foreign culture impact.

It will lead to loss of Indian ethical values due to more 1.000 814
foreign influence.

People may absorb negative aspects of foreign lifestyles and | 1.000 .808
develop inappropriate consumption pattern.

Retail sector infrastructure is not properly developed. 1.000 562
The retail sector possess inefficient Supply Chain 1.000 627
Management

Lack of talented workforce is witnessed in retail sector. 1.000 558
Indian retailers possess less competitive strength as compare | 1.000 507

to international standards.

Extraction Method: Principal Component Analysis

Source: Compiled by the researcher
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The result of EFA shows that 49 variables can be reduced into eight factors. While

selection of factors, only those factors are considered which are having eigen value

of more than one.

The scree plot is a graphical representation of the estimated Eigen values of the

extracted components. The Scree plot diagram of extracted components is shown

below in figure 5.1

Scree Plot
L;:T 4
1 2 5 7 8 11 13 15 17 19 21 23 25 27 29 31 33 35 37 39 41 43 45 47 48
Component Number
Figure 5.1
The results of factor analysis after applying principle component analyses is
shown in table 3.19.
Table 3.19. Total Variance Explained
Sums
of
Squar
ed
Loadi
Eigenvalues Sums of Squared Loadings ngs’
Com
pone | Tota % of Cumulative % of Cumulative
nt 1 Variance % Total Variance % Total
Cl 8.44 16.87 16.87 8.44 16.87 16.87| 7.09
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C2 7.44 14.87 31.75 7.44 14.87 31.75| 6.00
C3 3.88 7.76 39.51 3.88 7.76 39.51| 5.64
C4 3.36 6.73 46.24 3.36 6.73 46.24| 5.21
Cs 3.24 6.49 52.72 3.24 6.49 52.721 3.90
Cé6 1.99 3.99 56.71 1.99 3.99 56.71| 5.56
C7 1.82 3.64 60.35 1.82 3.64 60.35| 3.94
C8 1.54 3.09 63.44 1.54 3.09 63.44| 3.58
C9 1.28 2.56 65.99
C10 98 1.96 67.96
Cl1 .94 1.87 69.83
Cl12 .85 1.70 71.52
C13 .79 1.58 73.11
Cl4 78 1.56 74.67
CI15 .70 1.41 76.08
Cl6 .69 1.39 77.47
C17 .64 1.29 78.76
CI8 .63 1.27 80.03
C19 .59 1.18 81.20
C20 57 1.15 82.35
C21 .53 1.06 83.41
C22 52 1.04 84.45
C23 48 .95 85.40
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C24 | 47 94 86.34
C25 | .45 90 87.24
C26 | .42 85 88.09
C27 | .410 820 88.911
C28 |.394 788 89.700
C29 | .38 77 90.47
C30 | .35 71 91.17
C31 | .35 70 91.87
C32 | 33 66 92.54
C33 | 31 62 93.16
C34 | 29 59 93.75
C35 | .28 57 9431
C36 | 27 54 94.85
C37 | 26 52 95.37
C38 | 25 50 95.88
C39 | 23 46 96.34
C40 | 23 45 96.79
C41 | 21 41 97.20
Cc42 | 20 40 97.61
C43 | .18 36 97.98
C44 | .18 36 98.33
C45 | .16 33 98.66
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C46 16 31 98.97
C47 15 .30 99.28
C48 14 .29 99.56
C49 14 27 99.84
C50 .08 .16 100.00

Source: Compiled by the researcher

For the purpose of having better explanation of factor loadings of the variables

with the factors, the extracted components are rotated with the help of Promax

with Kaiser Normalization method. The results of the pattern matrix indicate that

the forty nine variables can be clubbed into eight factors

Table 3.20 Customer Results of Pattern MatrixAnalysis
Variables
1 2 3 4 5 6 7
Cl
C2 Sl
C3 73
C4 .65
C5 .64
Cé6 73
C7 77
C8 52
C9
C10 75
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Cl1

72

Cl12

.68

CI13

.59

Cl4

.81

Cl15

.89

Cl6

.87

C17

.90

CI8

.84

C19

.64

C20

.70

C21

.83

C22

813

C23

75

C24

.83

C25

.84

C26

78

C27

.87

C28

.87

C29

91

C30

93

C31

.90

C32

.82




C33 .70

C34 73

C35 7

C36 .82

C37 74

C38 .53

C39 .70

C40 75

C41 69

C42 88

C43 76

C44 79

C45 88

C46 92

C47 70

C48

.81

C49

.88

C50

.88

Extraction Method: Principal Component Analysis.

Rotation Method: Promax with Kaiser Normalization.?

a. Rotation converged in 7 iterations.
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The extracted factors are further confirmed with the help of Confirmatory Factor
analysis. The CFA is a statistical technique used to confirm the factors which are
extracted, the factors extracted are tested for the convergent and discriminant
validity of an instrument/ questionnaire used in the study. It is used to examine the
structure of the construct and the set of variables into it. It helps to test that there
exists a relationship between observed variables and the latent construct called
factors. The results of CFA helps to know about the validity of the construct with
the help of convergent validity and discriminant validity. The construct validity
measures the degree through which the variables in a factor/construct are related to
each other. The variables under a particular construct must be highly correlated to
each other. For convergent validity the values of composite reliability and Average
Variance Extracted are considered. As per Chauhan A.K. (2016) the internal
consistency of the construct in a scale is called composite reliability (CR), where as
the AVE (Average Variance Extracted) is the extent of the variance of the variable

which is explained in the construct.

The results of CFA must meet the following conditions of convergent and

discriminant validity of the construct:

o For reliability the value of CR should be greater than 0.7

o For Convergent validity the AVE (Average Variance Extracted) should be
greater than0.5

. For discriminant validity, MSV(Maximum Shared Variance) should be less
than AVE and square root of AVE must be greater than inter construct
correlation.

o The results of CFA are shown in the figure and tables below:
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Table 3.21. Discriminant validity

MaxR
CR | AVE | MSV ISE SEG | AIR | HES | CR IDP | LIVC | LCS

(H)

ISE 0.904 | 0.551 | 0.220 | 0.975 0.742

SEG 0.911 | 0.594 | 0.191 0.919 0.042 | 0.771

AIR 0.942 | 0.732 | 0.134 | 0.953 - 0.367 | 0.856

HES 0.894 | 0.529 | 0.137 | 0.983 0.280 | 0.098 | 0.003 | 0.727

CR 0.917 | 0.690 | 0.009 | 0.925 - - 0.030 | 0.001 | 0.8318

IDP 0.889 | 0.506 | 0.220 | 0.905 0.469 | 0.087 - 0.370 | -0.092 | 0.7122

LIVCC | 0.904 | 0.759 | 0.191 0.911 - 0.437 | 0.275 - -0.028 | -0.129 | 0.871

LCS 0.796 | 0.516 | 0.165 | 0.901 0.071 | 0.406 | 0.269 | 0.139 | 0.008 0.125 0.377 | 0.7183

Table 3.22. Measurement Model (Model fit measures)

CMIN/DF

PClose

SRMR

CFI

RMSEA

1.850

.0146

0.059

0.916

0.052

The table indicates that the model fit measures are acceptable and the CFA indices

show that it is statistically fit.

On the basis of CFA the eight factors extracted are named as:

Improved shopping experience

Stimulate economic growth

Adverse impact on small retailers

Hurt economic structure

Loss of Indian values and culture

Increased demand for products

Less Competitive strength possessed by Indian retailers

Challenges for retail sector in India
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(a) Improved shopping experience

This factor of perceptions of customers regarding FDI in Indian retail includes 8
variables. The descriptive analysis and reliability analysis for this factor has been

done.
Descriptive analysis

The descriptive analysis result indicates that the variable “It will push Indian
manufactures to improve their product quality” has highest mean as compare to
other variables in the factor (3.90) and is followed by the statement “Overall
shopping experience will enhance” (3.87). The variable “FDI retail will lead to

improved product quality” has the lowest mean score extracted.

Table 3.23. Descriptive Analysis of Improved shopping experience

Variable | Mea | S.D. | Varia | Strong | Disagr | Neither | Agree Strongl

Name n nce ly ee Agree y
Disagr Nor Agree
ee Disagr

ee

FDI 3.62 | .9997 | 1.000 | 14(4.5 | 24(7.7 | 79(25. | 142(45. | 53(17
retail will | 82 9 %) %) 3%) 5%) %)
lead to
improved
product
quality

Itwill |3.69 | 1.004 | 1.009 | 17(5.4 | 22(7.1 | 50(16 | 172(55. | 51(16.
bring 87 30 %) %) %) 1%) 3%)
improve
ment in
the

services
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provided
by the

retailers

Ttwill |3.70 |.9933 | .987 | 13(4.2 |21(6.7 | 72(23.

improve | 51 4 %) %) 1%)
the
shopping
experienc
e of the
customer
by
making it
enjoyable
and
memorab

le.

145(46.

5%)

61(19.
6%)

Access to | 3.82 | .9929 | .986 12(3.8 | 18(5.8 | 59(18.

internatio | 69 9 %) %) 9%)
nal

brands

will be

easier

146(46.

8%)

77(24.
7%)

The |3.75 | 1.058 | 1.121 | 19(6.1 | 17(5.4 | 58(18.

speed of | 00 57 %) %) 6%)
develop
ment of
modern
formats
will

Increase

147(47.

1%)

71(22.
8%)

Overall

3.87 | 1.013 | 1.027 | 13(4.2 | 15(4.8 | 58(18.

137(43.

89(28.
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shopping
experienc
e will

enhance

82

37

%)

%) | 6%) |9%)

5%)

It will
push
indian
manufact
ures to
improve
their
product
quality

3.90
38

1.038
05

1.078

141(45.
2%)

21(6.7
%)

43(13.
8%)

13(4.2
%)

94(30.
1%)

The
distributi
on
system of
the goods

will

improve

3.83
01

1.017
53

1.035

42(13.
5%)

159(51
%)

14(4.5
%)

22(7.1
%)

75(24
%)

Source: Compiled by the researcher

160




Graph-30 Improved shopping experience
3.95
3.9
3.85
3.8
3.75 -
3.7 -
3.65 -
3.6 -
3.55 -
3'342 ] B Improved shopping
o o . . experience
K& ¢ &L
P& & S D L. & &
&R FE S S S
N SRS S
& ‘i‘-é‘Q\Q’\\Q’ NS
» ARG NS
XS N\ (o] ) N
@ RN VLY S
N R P
<<Q (.:Q' <
Y &
Reliability Analysis

As it has been found in the analysis of customers’ perception, that quality of
products and services offered by retailers is the important parameter for customers
at the time of going into a retail store to buy the products. On the basis of EFA, the
factor Improved shopping experience was found. This factor comprises of 8
variables and the factor loadings of each variable represents significant loading
towards the factor. The variable “It will push Indian manufactures to improve their
product quality”.” is having the maximum factor loading of 0.806, thus it is the
most important variable in the factor. The variable “Access to international brands
will be easier.” is having factor loading of 0.775. The variable “Overall shopping
experience will enhance” is 3" significant variable in the factor. The variables
“The distribution system of the goods will improve” and “The speed of
development of modern formats will increase.” are having factor loading of 0.747,
which shows both these variables are equally significant in the factor. The variable
“It will bring improvement in the services provided by the retailers” is the 6™ area
being stressed. “FDI retail will lead to improved product quality” variable is
having factor loading of 0.653. The level of internal consistency reliability was
calculated with the help of the test cronbach’s alpha and which came out to be

0.916, which is significant.
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Table 3.24. Reliability Analysis (Improved Shopping Experience)

Construct Variables Factor Loading Variance % Internal

Consistenecy

Reliability

FDI retail will lead to

improved product 0.653

Improved .
quality

shoppin
PPING Tt will bring 11.072 0.916

experience ) )
improvement in the

) ) 0.694
services provided by

the retailers

The speed of

development of
0.747
modern formats will

increase.

The distribution
system of the goods 0.747

will improve

It will improve the

shopping experience
of the customer by 0.764
making it enjoyable

and memorable.

Overall shopping
experience will 0.774

enhance.

Access to
international brands 0.775

will be easier

It will push Indian
manufactures to

) ) 0.806
improve their product

quality

Source: Compiled by the researcher
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(b) Stimulate economic growth

This factor includes six variables. The descriptive analysis and reliability analysis of the

variables has been done, presented in the tables and subsequently explained.
Descriptive analysis

On the basis of descriptive analysis of all the 6 variables under the factor “Stimulate
Economic Growth”, the variable “Indian retailers will get opportunity of partnership with
foreign retailers” has the highest mean value (4.08).The variable “It will stimulate economic

growth of the country” possess the lowest mean score of 4.00.

Table 3.25. Descriptive Analysis (Stimulate economic growth)

Statement Mean | S.D. Varianc | Strongl | Disagree | Neither Agree Strongly
e y Agree Agree
Disagre Nor
e Disagree
It will 4.041 | .7227 | .522 0 13(4.2% | 36(11.5% | 188(60.3% | 75(24%)
enhance 7 5 ) ) )
employment
opportunitie

s for people
of India

It will lead | 4.012 |.7171 | .514 1(0.3%) | 10(3.2% | 42(13.5% | 190(60.9% | 69(22.1%
to exchange | 8 5 ) ) ) )
of
technologie
s between

countries

It will help | 4.003 | .7239 | .524 1(0.3%) | 7(2.2%) | 54(17.3% | 178(57.1% | 72(23.1%

in 2 5 ) ) )
controlling
the rising

price of
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commoditie

S

It will 4.000 | .7036 | .495
stimulate 0 9

1(0.3%) | 6(1.9%) | 53(17%) | 184(59%) | 68(21.8%

)
economic
growth of

the country

farmers will | 4.064 | .7053

497 1(0.3%) | 4(1.3%) | 50(16%) | 176(56.4% | 81(26%)
be 1 3

)
benefitted
by direct
procuremen
t of goods
by big
players.

Indian 4.080 | .7150 | .511 2(0.6%) | 7(2.2%) | 35(11.2% | 188(60.3% | 80(25.6%
retailers 1 1

) ) )
will get
opportunity
of
partnership
with foreign

retailers

Source: compiled by researcher
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Reliability Analysis

By application of EFA, the factor Stimulate Economic Growth was extracted. The factor
comprises of 6 variables and the factor loadings of each variable represents significant
loading towards the factor. The variable “It will stimulate economic growth of the country” is
having the maximum factor loading of 0.901, thus it is found to be the most significant
variable, followed by the variable “It will help in controlling the rising price of commodities”
is having factor loading of 0.887. The variable “Farmers will be benefitted by direct
procurement of goods by big players.” holds the 31 significant place in the factor. The
variables “It will lead to exchange of technology between countries” and “It will enhance
employment opportunities for people of India” are having factor loading of 0.866 and 0.848
respectively. The variable “Indian retailers will get opportunity of partnership with foreign
retailers” variable is having factor loading of 0.807. The level of internal consistency
reliability was calculated with the help of the test cronbach’s alpha came out to be 0.943,

which is significant.
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Table 3.26. Reliability Analysis (Stimulate economic growth)

Construct

Variables

Factor

Loading

Variance %

Internal
consistency

reliability

Stimulate
economic

growth

Indian retailers will get
opportunity of
partnership with

foreign retailers

0.807

It will enhance
employment
opportunities for

people of India

0.848

It will lead to exchange
of technology between

countries

0.866

Farmers will be
benefitted by direct
procurement of goods

by big players.

0.871

It will help in
controlling the rising

price of commodities

0.887

It will stimulate
economic growth of

the country

0.901

9.607

0.943

Source: Compiled by the researcher

(c) Adverse impact on small retailers

This factor includes seven variables. The descriptive analysis and reliability

analysis of the variables has been done, presented in the tables and

subsequently explained.
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Descriptive analysis

The descriptive analysis of the different variables under this factor depicts that the variable
“There will a continuous threat of new foreign entrants in the market” is having the
maximum mean score. This shows that customers perceive that the small retailers will
continuously be threatened by entry of big players in the market with whom they have to

compete.

Table 3.27. Descriptive analysis(Adverse impact on small retailers)

Mea | S.D. | Varian | Strong | Disagree | Neither | Agree Strong
n ce ly Agree ly
Disagr Nor Agree

ee Disagree

Small |2.75 | .858 |.736 11(3.5 | 122(39.1 | 116(37.2 | 57(18.3 | 6(1.9
scale 96 05 %) %) %) %) %)
retailers
will have
to shut
down
their
business
due to not
being able
to
compete
with the
prices
offered by
these
foreign
big

retailers
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Companie
s which
are initial
stage may
not be
able to
compete
with big
global

giants

2.87
82

906
16

821

11(3.5
%)

109(34.9
%)

106(34
%)

79(25.3
%)

722
%)

Collabora
tion of
small
firms with
the global
biggies
will lead
to lose the
self
competiti
ve
strength
at the
global
front

2.73
40

.898
23

.807

16(5.1
%)

122(39.1
%)

111(35.6
%)

55(17.6
%)

8(2.6
%)

There will
a
continuou
s threat of
new
foreign

entrants

3.08
33

917
56

.842

103.2
%)

80(25.6
%)

105(33.7
%)

108(34.6
%)

9(2.9
%)
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in the

market

FDI will
have an
adverse
impact on
traditional
unorganiz
ed retail

sector

3.01
92

.948
66

900 |11(3.5
%)

95(30.4
%)

92(29.5
%)

105(33.7
%)

9(2.9
%)

Traditiona
| retailers
have to go
out of
business
due to
entry of
FDI

3.04
81

952
71

908 | 11(3.5
%)

91(29.2
%)

92(29.5
%)

108(34.6
%)

103.2
%)

Consumer
will long
to buy
foreign
brand
products
as
compare
to local

product.

291
99

905
50

820 | 11(35
%)

99(31.7
%)

115(36.9
%)

78(25%)

9(2.9
%)

Source: compiled by researcher

169




Graph-32 Adverse impact on small retailers

3.2
31

2.9
2.8
2.7 A
2.6 -
2.5 A

B Adverse impact on small
retailers

companies which. . EEm————

collobration of .. mEmms

FDI in retail will. . s ——

Traditional . . S ——————

small scale. .

w
—
there will a.. N E—————

Consumer will..

Reliability Analysis

The entry of big foreign retailers is a threat to small retailers in India as they lack in
technology, ambience and investment as compare to them. According to rotated component
matrix the variable “Traditional retailers have to go out of market due to entry of FDI”, holds
the most important position in the factor. This shows the perception of the customers that the

entry of FDI in Indian retail will have a negative impact on traditional retailers.

Table 3.28. Reliability analysis (Adverse impact on small retailers)

Internal
Construct | Variables Factor Loading Variance % consistency
reliability

Adverse Small scale
impact on | retailers will have
small to shut down their
retailers business due to

not being able to 0.694

compete with the

prices offered by 0529 0915

these foreign big

retailers

Consumer will
long to buy 0.709

foreign brand
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products as
compare to local

product.

Collaboration of
small firms with
the global biggies
will lead to lose

the self

0.763

competitive
strength at the
global front

There will be a

continuous threat
of new foreign 0.783
entrants in the

market

FDI will have an

adverse impact on
traditional 0.839
unorganized retail

sector

Companies which
are initial stage

may not be able 0.854
to compete with

big global giants

Traditional
retailers have to
go out of market 0.869
due to entry of
FDI

Source: compiled by researcher
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(d) Hurt economic structure of the country

This factor comprises of eight variables. The descriptive analysis and reliability analysis of

the variable under the factor is done.
Descriptive Analysis

On the basis of descriptive analysis of all the variables under this factor, it was found that the
variable “Middlemen will be eliminated due to direct procurement of raw material from
farmers by the foreign retailers” has the highest mean value. It shows that the majority of
customers believe that the middlemen will be removed as the big retailers will directly buy
from farmers to reduce the margin and to provide products at cheaper price to the customers

and can compete on the basis of reduced prices.

Table 3.29. Descriptive analysis (Hurt economic structure of the country)

Mea | S.D. | Varian | Strongl | Disagre | Neither | Agree Strongl

n ce y e Agree y Agree
Disagre Nor
e Disagre
e

Monopoly |3.31 | 1.155 | 1.335 | 24(7.7 |53(17% | 85(27.2 | 101(32.4 | 49(15.7
of foreign | 41 47 %) ) %) %) %)
players will

emerge

Bargaining | 3.44 | 1.141 | 1.302 | 21(6.7 |47(15.1 | 70(22.4 | 120(38.5 | 54(17.3
power of | 55 27 %) %) %) %) %)

consumers
will be

reduced

Once 348 | 1.105 | 1.221 | 16(5.1 |47(15.1 | 76(24.4 | 117(37.5 | 56(17.9

monopoly | 08 21 %) %) %) %) %)
is

established,

foreign
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companies
will hurt the

economic
structure of

country.

Profits will
move out of

the country

3.31
41

1.141

1.336

23(7.4
%)

49(15.7
%)

98(29.2
%)

91(29.2
%)

51(16.3
%)

It will be
against
swadeshi

policy

3.41
35

1.127
93

1.272

19(6.1
%)

43(15.4
%)

85(27.2
%)

105(33.7
%)

55(17.6
%)

Middlemen
will be
eliminated
due to
direct
procuremen
t of raw
material
from
farmers by
the foreign

retailers.

3.55
77

1.106
78

1.225

19(6.1
%)

35(11.2
%)

71(22.8
%)

127(40.7
%)

60(19.2
%)

It will lead
to
unemploym

ent.

3.06
41

1.182
29

1.398

32(10.3
%)

72(23.1
%)

92(29.5
%)

76(24.4
%)

40(12.8
%)

Internationa

| retailer

3.23
08

1.104
48

1.220

22(7.1
%)

58(18.6
%)

96(30.8
%)

98(31.4
%)

38(12.2
%)
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will
purchase
internationa
lly and not
from
domestic
sources
Source: compiled by researcher
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Reliability analysis

On the basis of factor loadings extracted for all the variables through rotated component
matrix, it was found that the variable “Profits will move out of the country” has the
maximum factor loading. It is the most significant variable in the factor. The variable “Once
monopoly is established, foreign companies will hurt the economic structure of country.”
holds the second position in terms of significance in the factor. The Cronbach’s alpha is

0.873 which shows the internal consistency reliability of the responses from the customers.
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Table 3.30. Reliability analysis (Hurt economic structure of the country)

Construct

Variables

Factor

Loading

Variance %

Reliability(cronbach
alpha)

Hurt
economic
structure of

the country

Middlemen will
be eliminated
due to direct
procurement of
raw material
from farmers by
the foreign

retailers.

0.545

It will lead to

unemployment.

0.668

Monopoly of
foreign player

will emerge.

0.706

International
retailer will
purchase
internationally
and not from
domestic

sources

0.71

It will be against

swadeshi policy

0.728

Once monopoly
of big retailer is
established the
bargaining
power of the
consumer will

be reduced.

0.742

8.619

0.873
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Once monopoly
1s established,
foreign
companies will
hurt the
economic
structure of

country.

0.756

Profits will
move out of the

country

0.812

Source: compiled by researcher

(e) Loss of Indian values and culture

This factor has three variables. The descriptive analysis of the variables in the factor shows
that, the variable “FDI in retail will lead to loss of Indian culture due to more foreign culture
impact” has the highest mean score and the variable “People may absorb negative aspects of

foreign lifestyles and develop inappropriate consumption pattern.” Possess the lowest mean

score.
Table 3.31. Descriptive analysis (Loss of Indian values and culture)
Variables | Mea | S.D. | Varian | Strongly | Disagree | Neither | Agr | Stron
ce Disagre Agree ee gly
e Nor Agree
Disagre
e
FDIin | 2.397 | .9500 | .903 34(10.9 | 179(57.4 | 50(16% | 39(1 | 10(3.2
retail will 7 %) %) ) 2.5 | %)
lead to %)
loss of
Indian
culture
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due to
more

foreign

culture

impact.

It will lead
to loss of
Indian
ethical
values due
to more
foreign

influence.

2.342

9924 | 985 50(16%

)

164(52.6
%)

43(15.4
%)

41(1
3.1
%)

9(2.9
%)

People
may
absorb
negative
aspects of
foreign
lifestyles
and
develop
inappropri

ate
consumpti

on pattern.

2.208

8438 | 712 46(14.7

%)

190(60.9
%)

45(14.4
%)

27(8
7%

4(1.3
%)

Source: compiled by researcher
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Reliability Analysis

The extracted factor after applying Exploratory Factor Analysis, consists of three variables.
The internal consistency of the factor is estimated with the help of Cronbach’s alpha. The
variables included in the factor were found to have the sufficient internal consistency
reliability of 0.736. The variable “People may absorb negative aspects of foreign lifestyles
and develop inappropriate consumption pattern” has the maximum factor loading of 0.835,
which represents that the variable is the most significant one in the factor named “Loss of

Indian values and culture”.

Table 3.32. Reliability analysis Loss of Indian values and culture

Internal
Construct Variables Factor Loading | Variance % consistency

reliability

FDI in retail will
lead to loss of

Indian culture

0.775
due to more
foreign culture
impact.
It will lead to
loss of Indian 0.833

ethical values
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Loss of Indian
values and

culture

due to more
foreign

influence.

People may
absorb negative
aspects of
foreign lifestyles
and develop
inappropriate
consumption

pattern.

0.835

4.908

0.736

Source: compiled by researcher

() Increased Demand for products

With changing demographics, backed up by increasing expectations of the customers, the

demand for products is expected to increase in future.

Descriptive Analysis

The factor has eight variables in it. The descriptive analysis and reliability analysis of the
factor has been done. The factor “Electronic media will help to transfer information about
new products in very less time, thus lead to increased demand” has the highest mean value of

4.028. The factor “Rising retail sector in India is backed up by rising global market demand”

has the lowest mean value.
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Table 3.33. Descriptive analysis (Increased Demand for products)

Variables

Mea | S.D.

Varianc

€

Strongl
y
Disagre

€

Disagree

Neither
Agree
Nor

Disagree

Agree

Strongl
y Agree

Change in
consumpti
on pattern
will lead to
increased

demand of

products

3.78 | .994

988

8(2.6%)

21(6.7%)

84(26.9
%)

117(37.5
%)

82(26.3
%)

Increasing
number of
working
women
will lead to
increased
demand of

products

3.60 | 1.18

1.391

22(7.1
%)

33(10.6
%)

72(23.1
%)

105(33.7
%)

80(25.6
%)

Electronic
media will
help to
transfer
informatio
n about
new
products in
very less
time, thus
lead to
increased

demand

4.02 | 0.96

935

7(2.2%)

16(5.1%)

51(16.3
%)

125(40.1
%)

113(36.
2%)
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Rise in use
of plastic
money will
have a
positive
effect on
increased
retail

shopping

3.83

1.17

1.376

23(7.4
%)

17(5.4%)

56(17.9
%)

110(35.3
%)

106(34
%)

Demand
for variety
of products

will be
increasing
day by day

due to
increasing
disposable
income of

consumers.

3.81

1.01

1.031

10(3.2
%)

23(7.4%)

65(20.8
%)

130(41.7
%)

84(26.9
%)

New
products
are more

likely to be
unable due
to
increasing
number of
dual
income
nuclear

families

3.83

1.03

1.067

12(3.8
%)

21(6.7%)

60(19.2
%)

131(42%)

88(28.2
%)

Packaged
food items

will be

3.75

1.06

1.133

1135
%)

31(9.9%)

66(21.2
%)

121(38.8
%)

83(26.6
%)
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available at
an ease due
to
changing
lifestyle
which will
lead to
increased
demand for
the

products.

Rising 3.59 | 1.15 | 1.341 26(8.3
retail 6 8 %)
sector in
India is
backed up
by rising
global

market

demand.

25(8%)

66(21.2
%)

127(40.7
%)

63(21.8
%)

Source: compiled by researcher.
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Graph-35 Increased Demand for products

B Increased Demand for
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Reliability analysis

The factor extracted on the basis of exploratory factor analysis, has cronbach alpha value of
0.821 which indicates the presence of sufficient internal consistency reliability in the factor.
The variable “New products are more likely to be acceptable due to increasing number of
dual income nuclear families” has factor loading of 0.738. It shows that it is the most

important variable under this factor.

Table 3.34. Reliability analysis (Increased Demand for products)

Internal
Construct | Variables Factor Loading Variance % consistency

reliability

Increased | Packaged food
Demand items will be
for available at an
products ease due to
o 0.516
changing lifestyle
which will lead to
increased demand

for the products.

change in
consumption
pattern will lead
] 0.522
to increased
demand of 7.095 0.821

products

Rise in use of
plastic money
will have a

N 0.629
positive effect on
increased retail

shopping

Electronic media
will help to

transfer 0.638
information about

new products in
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very less time,
thus lead to

increased demand

Increasing
number of
working women
) 0.674
will lead to
increased demand

of products

Demand for
variety of
products will be
increasing day by
day due to 0.708
increasing
disposable
income of

consumers.

New products are
more likely to be
acceptable due to
increasing 0.738
number of dual
income nuclear

families

Rising retail
sector in India is
backed up by
rising global 0.517

market demand.

Source: compiled by researcher
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(2) Less competitive strength

The factor has four factors under it. For analysis of the variables, the descriptive analysis and

reliability analysis has been done.

Descriptive Analysis

The variable “Retail sector infrastructure is not properly developed” has the maximum mean

score as compare to the other variables in the factor.

Table 3.35. Descriptive analysis(Less competitive strength)

Mea | S.D. | Varia | Strongl | Disagre | Neither | Agre | Stro

n nce y e Agree |e ngly
Disagr Nor Agre
ee Disagr e
ee

Retail |3.10 | 1.217 | 1.481 |29(9.3 | 84(26.9 | 70(22. | 84(26 | 45(1
sector | 26 13 %) %) 4%) 9%) | 4.4
infrastruc %)
ture is
not
properly
develope
d.

The retail | 2.80 | 1.165 | 1.358 | 39(12. | 115(36. |40(12. | 103(3 | 15(4
sector | 77 00 5%) 9%) 8%) 3.3%) | .8%)
posses
inefficien
t supply
chain
managem

ent

2.57 | 1.024 | 1.049 | 38(12. | 131(42 | 82(26. |48(15 | 13(4
Lack of
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talented
workforc
eis
witnesse
d in retail

sector

37

31

2%)

%)

3%)

4%)

2%)

Indian
retailersp
osses less
competiti
ve
strength
as
compare
to
internatio
nal

standards

2.94
55

1.156
66

1.338

22(7.1
%)

117(37.
5%)

63(20.
2%)

76(24
4%)

34(1
0.9
%)

Source: compiled by researcher

Graph-36 Less Competitive Strength

B Less Competitive
Strength
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Reliability analysis

The results of EFA depicts that four variables have significant factor loading towards the
factor extracted. The variable “Retail sector infrastructure is not properly developed” has the
maximum factor loading means this variable is the most significant variable in the factor
explored. The variable “Indian retailers’ posses less competitive strength as compare to

international standards” has the least factor loading. The cronbach’s alpha value is 0.736; it

represents significant internal consistency reliability of the factor.

Table 3.36. Reliability analysis (Less competitive strength)

Construct

Variables

Factor Loading

Variance %

Internal
consistency

reliability

Less
competitive

strength

Indian
retailersposses
less competitive
strength as
compare to
international

standards

0.578

4.661

0.736

Lack of talented
workforce is
witnessed in

retail sector

0.665

The retail sector
posses inefficient
supply chain

management

0.713

Retail sector
infrastructure is
not properly
developed.

0.718
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(h) Challenges for Retail Sector in India

The factor consists of five variables. For understanding the variables and their significance in

the factor, the descriptive analysis and reliability analysis has been done.
Descriptive analysis

On the basis of descriptive analysis, the variable “Highly unorganized sector is a challenge
for retail sector in India” is having the maximum mean score as compare to the other
variables in the factor. The variable “High degree of cultural diversity is a challenge for retail

sector in India.” is having the least mean score.

Table 3.37. Descriptive analysis (Challenges for Retail Sector in India)

Variables | Me | S.D | Varia | Stron | Disagre | Neither | Agree Stron

an | . nce gly e Agree gly
Disag Nor Agre
ree Disagre e
e

Increased | 3.4 | 0.9 |.864 6(1.9 | 44(14.1 | 95(30.4 | 132(42. | 33(1

real estate | 58 | 29 %) %) %) 3%) 0.6%
price is )
challenge
for retail

sector in

India.

Presence |3.4 | 0.9 | .852 6(1.9 | 42(13.5 | 94(30.1 | 135(43. | 33(1

of 74 |23 %) %) %) 3%) 0.6%
numerous )
intermedi
aries is a
challenge
for retail

sector in

India
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Usage of
outdated
technolog
yisa
challenge
for Indian
retail

sector

3.5
32

0.9
09

.826

8(2.6
%)

31(9.9
%)

93(29.8
%)

144(46.

2%)

34(1
0.9%

Highly
unorganiz
ed sector
is a
challenge
for retail
sector in

India.

3.7
13

0.8
19

671

5(1.6
%)

22(7.1
%)

65(20.8
%)

183(58.

7%)

35(1
1.2%

High
degree of
cultural
diversity
isa
challenge
for retail
sector in

India.

3.3
97

0.9
39

.881

5(1.6
%)

52(16.7
%)

100(32.
1%)

121(38.

8%)

32(1
0.3%

Source: compiled by researcher
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Graph-37 Challenges for Retail Sector in India
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Reliability analysis

The factor “Challenges for retail sector in India” has a cronbach’s value 0f 0.915, which is
significant value for showing the presence of sufficient internal consistency reliability in the
factor. The variable “Highly unorganized sector is a challenge for retail sector in India” is
having

factor loading of 0.899, which represents that according to the rotated component matrix, this

variable is the most important one in the factor.

Table 3.38. Reliability analysis(Challenges for retail sector in India)

Internal
Construct Variables Factor Loading | Variance % consistency

reliability

Increased real
estate price is

challenge for 0.811

Challenges for

Retail Sector in

. retail sector in
India 7.648 0.915
India.

High degree of
cultural diversity 0.838

is a challenge for
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retail sector in

India.

Usage of
outdated
technology is a
&y 0.87
challenge for
Indian retail

sector

Presence of
numerous
intermediaries is
0.893
a challenge for
retail sector in
India

Highly

unorganized
sector is a
0.899
challenge for
retail sector in

India.

Source: compiled by researcher

The above tables depicts that on the basis of factor loading out of 8 factors extracted,
“Improved shopping experience” is the most important factor on the basis of variance(
11.072), followed by factor “Adverse impact on small retailers” with variance, 9.829. The

factor “Less competitive strength possessed by Indian retailers” has the least variance.

Descriptive analysis of customers responses in context to factors extracted.
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Table 3.39. Customers Responses in context to factors extracted

Factor Mean Standard Deviation
F1 Improved shopping experience | 3.7776 | .80529
F2 Stimulate economic growth 4.0337 |.63018
F3 Adverse impact on small 2.9203 | .74231
retailers

F4 Hurt economic structure of the | 3.3814 | .82610
country

F5 Loss of Indian values and 2.3162 | .84977
culture

F6 Increased Demand for products | 3.8072 | .73867
F7 Less competitive strength 2.9736 | .81529
F8 Challenges for retail sector in 3.5148 | .78148

India

Source: Calculated and compiled by researcher

Graph-38 Customers Responses in context to factors
extracted

m Customers Responses in
context to factors
extracted
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The above table and graph shows that in case of factor 2 the mean value is maximum,

followed by factor 6, factor 1, factor 8, factor 4, factor 7, factor 3 and factor 5 respectively.

To find out the difference between perceptions of customers regarding the factors extracted,

ANOVA is used.

(a) On the basis of Gender

Table 3.40.ANOVA on the basis of gender
Result
Factor F Sig. outcome
Significant
F1: Improved Shopping Experience 4.377 0.037
Not
F2: Stimulate Economic Growth 0.203 0.653 | Significant
Not
F3:Adverse Impact on Small Retailers 0.941 0.333 Significant
F4: Hurt economic structure of the Significant
country 3.667 0.056
F5: Loss of Indian values and culture 36.725 0 Significant
F6: Increased demand for products 59.873 0 Significant
F7: Less competitive strength Significant
possessed by Indian retailers 0.558 0.456
F8:Challenges for retail sector in India Mot
1.04 0.309 | Significant

On the basis of above table, it can be depicted that in case of Factor]l (Improved Shopping
Experience), the F value 1s 4.377 and level of significance is 0.037. Factor 4 (Hurt economic
structure of the country), the F value is 3.667 and level of significance is 0.056. Factor
S5(Increased demand for products), the F value is 59.873 and level of significance is
0.000.Factor 5(Loss of Indian values and culture), the F value is 36.725 and level of

significance is 0.000 and in case of Factor 7(Less competitive strength possessed by Indian
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retailers), the F value is 0.558 and level of significance is 0.456. As the level of significance
is less than .05 so it can be predicted that in factor 1, 4, 5,6and 7 there exists significant
difference between responses of respondents on the basis of gender, which means females

have different perceptions as compare to males regarding the same factors.

(b) On the basis of age
On the basis of age to know the difference between respondents, ANOVA is being

conducted. The results for the same are shown in the table 3.42

Table 3.41.ANOVA on the basis of age
Result
Factor F Sig. outcome
Not
2.778 0.064 Significant
F1: Improved Shopping Experience
Not
F2: Stimulate Economic Growth 1.337 0.264 Significant
F3: Adverse Impact on Small Retailers 22.404 0.000 Significant
F4: Hurt economic structure of the Not
country 0.479 0.620 Significant
F5: Loss of Indian values and culture 205.236 0.000 Significant
F6: Increased demand for products Mot
0.758 0.469 Significant
F7: Less competitive strength possessed Significant
by Indian retailers 5.041 0.007
F8: Challenges for retail sector in India Mot
0.587 0.557 Significant
Source: compiled by researcher

The result shows that there exists significant difference in factor 3 i.e. Adverse Impact on
Small Retailers (0.000), which shows there exists difference in opinions for same factor
among different age categories. For further analysis post hoc test was conducted and the
result shows that there exists difference in opinions of below 30 years and above 50 years of
age group. On this factor the youngsters (below 30 years) are having higher mean value

comparison to above 50 years of age (mean difference=0.917). This shows that the
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respondents below 30 years of age group believe that there would be more adverse impact on

small retailers due to FDI in retail.

In case of factor 5 (Loss of Indian values and culture), significance value is 0.000 < 0.05,
which shows there exists difference in opinions for same factor among different age
categories. For further analysis post hoc test is done and the result shows that there exists
difference in opinions of below 30 years, 31-50 years and above 50 years of age group. On
this factor the youngsters (below 30 years) are having higher mean value comparison to age
group 31-50 years (mean difference=1.426) and above 50 years of age (mean
difference=1.905). This shows that the respondents below 30 years of age group believe that

there would be loss of Indian values and culture, as compare to other age groups.

In factor 7 (Less competitive strength possessed by Indian retailers), significance value is
0.007 which 1s < 0.05, it shows there exists difference in opinions for same factor among
different age categories. For further analysis post hoch test is done and the result shows that
there exists difference in opinions of below 30 years respondents and above 50 years of age
group respondents. On this factor the youngsters (below 30 years) are having higher mean
value comparison to age group of above 50 years of age (mean difference=0.479). This shows
that the respondents below 30 years of age group believe that there would be loss of Indian
values and culture, as compare to other above 50 years of age group. The youngsters said that

Indian retailers possess less competitive strength as compare to foreign retailers.

Table 3.42. Post hoc test to know the difference
Mean
Difference | Std.
Factor F Sig. (I) Age | (J) Age I-J) Error| Sig.
Improved
Shopping
Experience 2.778 0.064
Adverse
Impact on
Small
Retailers 22.404|  0.000
Below
30 31-50 0.143| 0.124] 0.483
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Above
50 years

0.917

0.146

0.000

Stimulate
Economic

Growth

1.337

0.264

Hurt economic
structure of the

country

0.479

0.620

Challenges for
retail sector in

India

0.587

0.557

Increased
demand for

products

0.758

0.469

Loss of Indian
values and

culture

205.236

0.000

Below

30

31-50

1.426

0.087

0.000

Above
50 years

1.905

0.103

0.000

Less
competitive
strength
possessed by

Indian retailers

5.041

0.007

Below

30

31-50

0.132

0.131

0.569

Above
50 years

0.479

0.154

0.006

Source: compiled by researcher
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(c) On the basis of occupation

On the basis of occupation to know the difference between respondents ANOVA is being

conducted. The results for the same are shown in the table 3.44

Table 3.43.ANOVA on the basis of occupation
Result

Factor F Sig. outcome

Not

Significant

F1: Improved Shopping Experience 1.705 0.149

Not
F2: Stimulate Economic Growth 1.447 0.218 Significant
F3: Adverse Impact on Small Significant
Retailers 22.352 0.00
F4: Hurt economic structure of the Not
country 0.297 0.88 Significant
F5: Loss of Indian values and culture 49.481 0.00 Significant
F6: Increased demand for products 3.182 0.014 Significant
F7: Less competitive strength Significant
possessed by Indian retailers 3.508 0.008
F8: Challenges for retail sector in Significant
India 4.488 0.002

The table shows that there exists significant difference in factor 3 i.e. Adverse Impact on
Small Retailers (0.000), which shows there exists difference in opinions for same factor
among respondents on the basis of occupation. For further analysis post hoc test was
conducted and the result shows that there exists difference in opinions of students, employed
and retired persons. On this factor the students are having higher mean value comparison to
employed respondents (mean difference=0.898) and retired respondents (mean
difference=1.244). This shows that the student respondents believe that there would be more

adverse impact on small retailers due to FDI in retail as compare to employed and retired
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respondents. The students, which mainly represent young respondents, believe that there is

adverse impact on small retailers due to FDI in retail.

In factor 8 (Challenges for retail sector in India), significance value is 0.002 which is < 0.05,
it shows there exists difference in opinions for same factor among different occupations. For
further analysis post hoc test is done and the result shows that there exists difference in
opinions of students and business men. On this factor the students are having higher mean
value comparison to business men (mean difference=0.598). This shows that student

respondents believe that there are challenges in front of retail sector in India.

In factor 6 (Increased demand for products), significance value is 0.014 which is < 0.05, it
shows there exists difference in opinions for same factor among different occupations. For
further analysis post hoc test is done and the result shows that there exists difference in
opinions of students and any other category. On this factor the students are having higher

mean value comparison to any other category (mean difference=0.983).

In case of factor 5 (Loss of Indian values and culture), significance value is 0.000 which is <
0.05, it shows there exists difference in opinions for same factor among different
occupations. For further analysis post hoc test is done and the result shows that there exists
difference in opinions of students, employed, retired, business men and any other category.
On this factor the students are having higher mean value comparison to retired respondents
(mean difference= 0.425). Employed, businessmen and any other category respondents have
higher mean values as compared to students (mean difference =0.849, 0.744 and 2.444
respectively). In this factor the employed, business men and any other occupation
respondents believe that there would be loss of Indian values and culture due to FDI in Indian

retail sector.

In case of factor 7(Less competitive strength possessed by Indian retailers), significance
value 1s 0.008 which is < 0.05, it shows there exists difference in opinions for this factor
among different occupations. For further analysis post hoc test is done and the result shows
that there exists difference in opinions of students, employed, retired, business men and any
other category. On this factor the students are having higher mean value comparison to

retired respondents (mean difference= 0.386).
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Table 3.44. Post hoc test to know the difference

@ @) Mean
Occupatio|Occupatio | Difference (I- Std.
F Sig. n n J) Error Sig.
Improved Shopping
Experience 1.705 0.149
Adverse Impact on
Small Retailers 22.352 0
Student | Employed 0.898 0.145 0.000
Retired 1.244 0.159 0.000
Business 0.321 0.158 0.253
Any Other -0.301 0.317 0.877
Stimulate Economic
Growth 1.447 0.218
Hurt economic
structure of the
country 0.297 0.88
Challenges for retail
sector in India 4.488 0.002
Student | Employed 0.035 0.160 0.999
Retired 0.136 0.176 0.938
Business 0.598 0.175 0.006
Any Other 0.472 0.351 0.664
Increased demand for
products 3.182 0.014
Student | Employed 0.179 0.162 0.802
Retired -0.038 0.178 1.000
Business 0.119 0.176 0.962
Any Other -0.983 0.354 0.046
49.481 0

Loss of Indian values
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and culture

Student | Employed -0.849 0.129 0.000
Retired 0.425 0.141 0.024
Business -0.744 0.140 0.000
Any Other -2.444 0.281 0.000
Less competitive
strength possessed by
Indian retailers 3.508 0.008
Student | Employed -0.121 0.161 0.945
Retired 0.386 0.177 0.190
Business -0.170 0.176 0.869
Any Other -0.023 0.353 1.000
Source: compiled by researcher
(d) On the basis of family size

On the basis of family to know the difference between respondents, ANOVA is being

conducted. The results for the same are shown in the table 3.45

Table 3.45.ANOVA on the basis of family size

Factor F Sig.
F1: Improved Shopping Experience 0.135 0.713
F2:Stimulate Economic Growth 5.790 0.017
F3:Adverse Impact on Small Retailers 65.671 0.000
F4:Hurt economic structure of the

0.296 0.587
country
F5:Loss of Indian values and culture 17.479 0.000
F6:Increased demand for products 0.418 0.518
F7:Less competitive strength possessed

2.125 0.146
by Indian retailers
F8:Challenges for retail sector in India 0.046 0.830
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On the basis of the above table, the result of ANOVA shows that in case of factor 2, factor 3
and factor 5 the significance value is 0.017, 0.000 and 0.000 respectively which is less than
0.05, which shows that there exists significant difference in opinion of respondents (on the
basis of family size). The nuclear families have different view point on these factors as

compare to joint families.

(e¢) On the basis of marital status

On the basis of marital status to know the difference between respondents, ANOVA is being

conducted. The results for the same are shown in the table 3.47

Table 3.46.,ANOV A on the basis of marital status

Factor F Sig.

F1: Improved Shopping

Experience 0.222 0.638
F2: Stimulate Economic Growth 1.482 0.224

F3: Adverse Impact on Small
Retailers 84.984 0.000

F4: Hurt economic structure of the

country 2.408 0.122
F5: Loss of Indian values and

culture 0.034 0.854
F6: Increased demand for products 1.193 0.275

F7: Less competitive strength

possessed by Indian retailers 0.249 0.618

F8: Challenges for retail sector in

India 0.295 0.587

Source: compiled by researcher

On the basis of the above table, the result of ANOVA shows that in case of factor 3, the
significance value is 0.00, which is less than 0.05, it shows that there exists significant
difference in opinion of respondents (on the basis of marital status) for F3. The single

respondents have different view point on this factor as compare to married respondents.
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(f) On the basis of education level

On the basis of education level to know the difference between respondents ANOVA is and

post hoc test are being conducted. The results for the same are shown in the table 3.47

Table 3.47.ANOVA and post hoc results on the basis of education level

@ J) Mean
Factor F Sig. | Educati | Educati | Differen Eitir Sig.
on on ce (I-J)
Improved
Shopping 0.441 0.644
Experience
Adverse Impact
on Small 45.109 0.000
Retailers
Seconda
ry Graduati

-0.170 0.125] 0.366
educatio |on (UG)

n
Post
Graduati 0.920 0.137| 0.000
on (PG)

Stimulate

Economic 1.650 0.194

Growth

Hurt economic
structure of the 0.616 0.541

country

Challenges for

retail sector in 0.136 0.872
India

Increased

demand for 2.097 0.125
products
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Loss of Indian

values and 163.770 0.000
culture
Seconda
ry Graduati
educatio |on (UG) 1.505 0.099( 0.000
n
Post
Graduati 1.836 0.108| 0.000
on (PG)
Less
competitive
strength 5.187 0.006
possessed by
Indian retailers
Seconda
ry Graduati
educatio |on (UG) 0.114 0.140| 0.697
n
Post
Graduati 0.456 0.153] 0.009
on (PG)

The table shows that in factor 3 i.e. Adverse Impact on Small Retailers, the significance
value is 0.000, which is less than 0.05, it shows there exists difference in opinions for same
factor among respondents on the basis of education level. For further analysis post hoc test
was conducted and the result shows that there exists difference in opinions of respondents
who are educated upto secondary level, graduation level and post-graduation level. On this
factor the respondents who are educated upto secondary level are having higher mean value
comparison to post graduate respondents (mean difference=0.920). This shows that the
respondents who are studied upto secondary education believe that there would be more

adverse impact on small retailers due to FDI in retail as compare Post Graduate respondents.

Source: compiled by researcher

Education level affects the opinion of the respondents towards FDI in Indian retail sector.
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In case of factor 5 (Loss of Indian values and culture), significance value is 0.000 which is <
0.05, it shows there exists difference in opinions for the factor on the basis of education level
of respondents. For further analysis post hoc test is done and the result shows that there
exists difference in opinions of respondents educated upto secondary education, graduation
and post graduation. On this factor the respondents who are educated upto secondary
education are having higher mean value in comparison to graduated and post graduated
respondents (mean difference= 1.505 and 1.836 respectively). In this factor the respondents
who are educated upto secondary education level believe that there would be loss of Indian

values and culture due to FDI in Indian retail sector as compare to other respondents.

In case of factor 7 (Less competitive strength possessed by Indian retailers), significance
value 1s 0.006 which is < 0.05, it shows there exists difference in opinions for the factor on
the basis of education level of respondents. The result of Post hoc test shows that there exists
difference in opinions of respondents educated upto secondary education and post-graduation
level. On this factor the respondents who are educated upto secondary education are having
higher mean value in comparison to post graduate respondents (mean difference= 0.456). The
respondents who are educated upto secondary education level believe that Indian retailers
possess less competitive strength as compare to foreign retailers as compare to post graduate

respondents.

Sub objective 3(b): To study the impact of FDI in retail sector in India with reference to
customers. In this objective, customers’ perspective regarding impact faced by retail sector
due to FDI in retail has been explored using EFA (Exploratory Factor Analysis). Impact of

FDI in retail has been checked using regression analysis.

Hgl:“There is no significant association between opportunities and challenges with respect

to overall role and impact of FDI in retail sector from customers’ perspective.”

H11: “There is significant association between opportunities and challenges with

respect to overall role and impact of FDI in retail sector from customers’

perspective.”
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Table 3.48. Regression Analysis
Adjusted R | Std. Error of
R R Square
Square the Estimate
.249a 0.062 0.059 0.85014
Unstandardiz
Standardized
Model ed
Coefficients
Coefficients
B Std. Error Beta T Sig.
(Constant) 3.523 0.048 72.954 0
Increased
demand
0.218 0.048 0.249 4.515 0
for
products

Source: compiled by researcher

Predictors: (Constant) increased demand for products, dependent variable: overall role and

impact of FDI in retail sector.

From the above table it is found that independent variables create .062 percentage of
variance. The adjusted R-square value 0.059 is statistically significant to check for the
regression fit. In order to find out the relationship between opportunities with respect to
overall role and impact of FDI in retail sector the regression is used. As the significance
value is less than 0.05 thus from the regression table, it is clear that null hypothesis is
rejected. Hence, there exists a significant association between opportunities with respect to
overall role and impact of FDI in retail sector (customer’s perspective). It shows that
increased demand for products is associated with overall role and impact of FDI in retail

sector.

The equation would be:

Overall impact of FDI = Constant (3.523) + 0.218 X (Increased demand for products).
Y=a+bX

Where, a is constant (a is hypothetical value of Y when X =0), b represents slope coefficient,
represents rate of change of Y w.r.t. change in X overall role and impact of FDI in retail

sector is dependent variable and increased demand for products is independent variable.
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Regression helps to study the dependence of one variable (dependent variable) on another
variable (independent variable). It helps to know the expected values of the dependent

variable with the help of known values of independent variables.

Table 3.49. Regression Analysis
Adjusted R Std. Error of
R R Square
Square the Estimate
.014a 0 -0.006 0.87917
Unstandardized Standardized
Model
Coefficients Coefficients
B Std. Error Beta T Sig.
(Constant) 3.523 0.05 70.545 0
Challenges
for retail 0.936(not
-0.004 0.05 -0.005 -0.08 o
sector in significant))
India
Less
competitiv
e strength 0.816(not
0.012 0.05 0.013 0.234 o
possessed significant)
by Indian
retailers

Predictors: (Constant) Challenges for retail sector in India, Less competitive strength
possessed by Indian retailers, dependent variable: overall role and impact of FDI in retail

sector.

From the above table it is found that independent variables create 0 percentage of variance.
The adjusted R-square value -0.006 is statistically significant to check for the regression fit.
In order to find out the relationship between challenges with respect to overall role and
impact of FDI in retail sector the regression is used. As the significance value is greater than
0.05, thus from the regression table, it is clear that null hypothesis is accepted. Hence, there
exists no significant association between challenges (Challenges for retail sector in India,
Less competitive strength possessed by Indian retailers)with respect to overall role and
impact of FDI in retail sector (customer’s perspective). It shows that challenges for retail
sector in India and less competitive strength possessed by Indian retailers is not associated

with overall role and impact of FDI in retail sector.
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Ho2: “There is no significant association between positive and negative impact with respect

to overall role and impact of FDI in retail sector from customers’ perspective.”

H12: “There is significant association between positive and negative impact with respect to

overall role and impact of FDI in retail sector from customers’ perspective.”

Table 3.50. Regression Analysis
Adjusted R | Std. Error of
R R Square
Square the Estimate
.876a 0.767 0.765 0.42485
Unstandardiz
Standardized
Model ed
Coefficients
Coefficients
B Std. Error Beta T Sig.
(Constan
) 3.523 0.024 145.983 0
t
Improve
d 0
shopping 0.766 0.024 0.874 31.693 (signific
experien ant)
ce
. 0.064(
Stimulat
not
e -0.045 0.024 -0.051 -1.857
significa
economi
nt)
¢ growth
Source: compiled by researcher
Predictors: (Constant) Improved shopping experience, Stimulate economic growth,

dependent variable: overall role and impact of FDI in retail sector.

From the above table it is found that independent variables create 0.767 percentage of
variance. The adjusted R-square value 0.765 is close to the value of R-square and is
statistically significant to check for the regression fit. In order to find out the relationship

between positive impact with respect to overall role and impact of FDI in retail sector the
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regression is used. As the significance value is less than 0.05 thus from the regression table,

it is clear that null hypothesis is rejected. Hence, there exists a significant association

between positive impact (Improved shopping experience) with respect to overall role and

impact of FDI in retail sector (customer’s perspective). It shows that improved shopping

experience is associated with overall role and impact of FDI in retail sector.

The equation would be:

Overall role and impact of FDI = Constant (3.523) + 0.766 X Improved shopping experience.

Y=a+bX

Where, a is constant, overall role and impact of FDI in retail sector is dependent variable and

Improved shopping experience is independent variable.

In case of positive impact of Stimulate economic growth, as the significance value is greater

(0.064) than 0.05 thus from the regression table, it is clear that null hypothesis is accepted.

Hence, there exists no significant association between positive impact (stimulate economic

growth) with respect to overall role and impact of FDI in retail sector (customer’s

perspective). It shows that stimulate economic growth is not associated with overall role and

impact of FDI in retail sector.

Table 3.51. Regression Analysis

culture

Adjusted R Std. Error of
R R Square
Square the Estimate
.101a 0.01 0 0.87624
Unstandardized Standardized
Model
Coefficients Coefficients
B Std. Error Beta T Sig.
(Constant) 3.523 0.05 70.782 0
Adverse impact 0.812( not
) 0.012 0.05 0.014 0.238 o
on small retailer significant)
Hurt economic
0.081( not
structure of the 0.087 0.05 0.1 1.751 o
significant)
country
Loss of Indian
0.98( not
values and -0.001 0.05 -0.001 -0.025 o
significant)

Source: compiled by researcher
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Predictors: (Constant) Adverse impact on small retailers,Hurt economic structure of the
country, Loss of Indian values and culture, dependent variable: overall role and impact of

FDI in retail sector.

From the above table it can be depicted that independent variables create 0.01 percentage of
variance. The adjusted R-square value 0 is close to the value of R-square and is statistically
significant to check for the regression fit. In order to find out the relationship between
negative impact with respect to overall role and impact of FDI in retail sector the regression
is used. As the significance value is greater than 0.05, thus from the regression table, it is
clear that null hypothesis is accepted. Hence, there exists no significant association between
negative impact (Adverse impact on small retailers, Hurt economic structure of the country,
Loss of Indian values and culture)with respect to overall role and impact of FDI in retail
sector (customer’s perspective). It shows that negative impacts, adverse impact on small
retailers, hurt economic structure of the country, and loss of Indian values and culture are not

associated with overall role and impact of FDI in retail sector.
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CHAPTER 6

FINDINGS AND CONCLUSION

This chapter focuses upon the findings and conclusion drawn on the basis of the data
analysis done in chapter 4 and 5. The secondary data has been collected from various
journals, newspapers, reports published from time to time related to the topic. The
primary data for the study has been collected from retailers and customers with the help
of questionnaire designed by the researcher. This chapter discusses the findings and

conclusions according to the objectives of the study.

6.1 FINDINGS BASED ON PERCEPTIONS REGARDING FDI IN INDIAN
RETAIL SECTOR FROM RETAILERS’ PERSPECTIVE

In the research study, the efforts have been done to analyze the perception of the retailers
regarding opening up of FDI in Indian retail sector. A total of 54 variableswere explored,
the variables were further reduced into latent variables/ factors with the help of EFA. The
results of EFA reduced the number of variables into 8 factors, which were confirmed
with the help of a more robust technique, CFA. The application of CFA confirmed five
factors for the further study. The five factors are named as Holistic Development,
Improved services, Hurt economic structure, Environmental Issues and Threat to small

retailers.

The factor Holistic Development includes ten variables. The variable “FDI will stimulate
economic growth of the country” has the highest factor loading of 0.907, which shows
that it is the most significant variable of the factor. The variable “FDI will lead to inflow
of technical know-how and infrastructure development” is the second significant variable
of the factor with factor loading 0.898.This shows that the retailers are expecting that
with opening up of FDI in Indian retail sector, the infrastructure will develop by way of

investments made by foreign companies.

The factor Improved services includes seven variables. The variable “The speed of
development of modern formats will increase” has the maximum factor loading of 0.845,

it means it is the most significant variable in the factor. The variable “FDI will lead to
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improved supply chain infrastructure by bringing improved technical know-how and
capital” with the factor loading of 0.821 is the second significant factor. This represents
that the retailers perceive that with advent of foreign players, they will also be able to
learn new technologies from them, retail formats will be developed and would be able to

serve better to the customers.

The factor Hurt Economic Structure comprises of seven variables. The factor loading of
the variable “FDI will lead to unemployment on the front-end retail” is found to be
maximum (0.877), it represents that it is the most important variable of the factor. The
retailers perceive that FDI will lead to loss of jobs for people of India. The retailers also
expect that companies at initial stage will not be able to compete with big players
Companies at initial stage will not be able to compete with big players(with mean score

3.38).

The factor Environmental Issues includes five variables. The retailers have concerns
about the external environment of the retail store. The external business environment
affects the workings and profitability of a retail store. The variables “Presence of
numerous intermediaries is a challenge for retail sector in India” and “Highly
unorganized sector is a challenge for retail sector in India.” have the maximum factor
loadings (0.903), thus these are the most significant, equally significant variables in the
factor. This shows the concern about the profits which may accrue to a retailer in India.
The retailers do not consider cultural diversity as a challenge for retail sector in India

(with mean score 3.38).

Finally, the factor Threat to small Retailers has five variables in it. The variable
“Monopoly of foreign players will be created” is having the maximum factor loading of
0.848, which represents that this variable is the most significant variable among other
variables in the factor. The retailers have fear in their mind that foreign players will be
able to create their monopoly in the market and take their profits. The retailers also
believe that the customers will long to buy from foreign retailers as compare to local ones

(with mean score 3.48).

In the study the five factors extracted represents the perceptions of the retailers regarding

opening up of FDI in Indian retail sector. The data was collected from retailers in NCR
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area.The responses collected by way of structured questionnaire was analysed and tested
for checking the relationship between the variables. The factors were explored on the
basis of variables considered for the study, with the help of EFA. The factors were further
confirmed using CFA. The results of CFA confirm the discriminant validity and

convergent validity of the factors under the study.

The study considers the relationship between education level of retailers and the services
offered by them in the retail store. To explore the results chi square test was used. The
result depicts that with increase in education level of retailers they understand the
importance of training to be provided to the sales force working in the retail store. As
trained workforce are considered more capable of proving better services to the

customers.

By applying chi square test, the result depicts that with increase in education level of
retailers they understand the importance of providing upgraded facilities in the retail
store. The retailers with high education provide digital facilities in the retail
store.Customers are more satisfied when they are able to see upgraded facilities in the
retail store like digital payment facilities which make purchase easy and help them to

overcome the burden of carrying cash every time with them.

o The chi square results depict that there is no significance association between
education of retailers with respect to grievance settling mechanism provided in the store.
As the retailers are experienced, they are providing more grievance settling mechanism to
the customers as they know that only the satisfied customers are likely to come back to
the store again.

o The results based on chi square depicts that the education level has impact on the
services provided by the retailers. With increase in education they understand that after
sales services are important to attract customers towards a retail store.

J To judge the impact of perceptions of retailers related to overall role and impact
of FDI in retail regression analysis is done. The results of regression analysis depict that
in case of positive impact of Holistic Development, Improved services as the significance
value is greater (0.173 and 0.262 respectively) than 0.05 thus from the regression table, it

is clear that null hypothesis is accepted. Hence, there exists no significant association
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between positive impact (Holistic Development, Improved services) with respect to
overall role and impact of FDI in retail sector (retailer’s perspective). It shows that
Holistic Development and Improved services is not associated with overall role and
impact of FDI in retail sector.

J In case of challenges available in front of Indian retailers for factor Environmental
issues, as the significance value is greater (0.376) is greater than 0.05, the null hypothesis
is accepted. Hence, there exists no significant association between challenges available
(Environmental issues) with respect to overall role and impact of FDI in retail sector
(retailer’s perspective). In case of negative impact of FDI in Indian retail sector, threat to
small retailers and hurt economic structure of the country as the significance value is
greater (0.256 and 0.471 respectively) than 0.05 thus from the regression table, it is clear
that null hypothesis is accepted. Hence, there exists no significant association between
negative impact (threat to small retailers and hurt economic structure of the country) with
respect to overall role and impact of FDI in retail sector (retailer’s perspective). It shows
that Environmental issues, threat to small retailers and Hurt economic structure of the

country is not associated with overall role and impact of FDI in retail sector.

6.2 FINDINGS BASED ON PERCEPTIONS REGARDING FDI IN INDIAN
RETAIL SECTOR FROM CUSTOMERS’ PERSPECTIVE

To understand the demographic profile, shopping patterns of consumers and their
interrelationship in present retail scenario, to explore the relationship between
demographic profile, shopping patterns of consumers and their interrelationship,
ANOVA is used. The results shows that respondents above 50 years prefer to buy
grocery items, specialty products, emergency products, impulse products from
unorganized retailers as compare to other age categories. As distance matters for aged

people while taking decision about their purchases

The result shows that on the basis of gender, the female respondents like to buy more
from unorganized retailers in terms of all different product categories as compared to
male respondents. As female prefer to buy from nearby local shops as compare to going
far away for shopping. On the basis of income, the result depicts that with increased

income the customers are likely to buy from organized retailers.
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On the basis of family size, the respondents who are living in nuclear family go for
shopping of routine products from unorganized retailers including specialized products.
Taking marital status as a base it can be drawn that unmarried respondents are likely to

buy routine products from unorganized retailers.

The results show that females are more inclined towards organized retailers to shop

for home usage products.

Respondents below 30 years of age like to buy Grocery items and impulse products from
organized retailers as youngsters are expected more to be carried away by ambience of

the outlets, it has more effect on their impulse buying.

On the basis of marital status shows that unmarried respondents like to buy more from

organized retailers.

The results show that respondents prefer to buy household items, speciality products,
emergency products from organized retailers, they like to buy impulse products from
unorganized retailers and for grocery items, home appliances, clothing products the

respondents buy from both organized as well as unorganized retailers.

The study tried to find out the perceptions of the customers related to FDI in retail. For
this purpose a total of 49 variables are being explored. The statistical tests are applied in
order to find the sample adequacy for the responses collected. The variables are explored
with the help of EFA and are further confirmed with the help of CFA. Total eight factors
are explored and confirmed related to perceptions of customers regarding FDI in Indian
retail sector. The factors considered for the study are Improved shopping experience,
Stimulate economic growth, Adverse impact on small retailers, Hurt economic structure,
Loss of Indian values and culture, Increased demand for products, Less Competitive

strength possessed by Indian retailers and Challenges for retail sector in India.

This factor of Improved shopping experience tells about the perceptions of customers
regarding FDI in Indian retail includes 8 variables. The variable “It will push Indian

manufactures to improve their product quality”.” is having the maximum factor loading

of 0.806, thus it shows that customers perceive that in order to compete with foreign
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players the Indian retailers will also improve their product quality. The statement

“Overall shopping experience will enhance” also has the high mean value.

The factor Stimulate economic growth comprises of 6 variables and the factor loadings
of each variable represents significant loading towards the factor. The variable “It will
stimulate economic growth of the country” is having the maximum factor loading of
0.901, thus it is found to be the most significant variable, followed by the variable “It will
help in controlling the rising price of commodities”. The customers expect that with
increase in competition in the market inflation will be controlled and the economy will

grow further.

The factor Adverse impact on small retailers includes seven variables. The variable
“There will a continuous threat of new foreign entrants in the market” is having the
maximum mean score. This shows that customers perceive that the small retailers will
continuously be threatened by entry of big players in the market with whom they have to
compete. The variable “Traditional retailers have to go out of market due to entry of
FDI”, holds the most important position in the factor (factor loading=0.869). This shows
the perception of the customers that the entry of FDI in Indian retail will have a negative

impact on traditional retailers.

The factor Hurt economic structure comprises of eight variables. It was found that the
variable “Middlemen will be eliminated due to direct procurement of raw material from
farmers by the foreign retailers” has the highest mean value. It shows that the majority of
customers believe that the middlemen will be removed as the big retailers will directly
buy from farmers to reduce the margin and to provide products at cheaper price to the
customers and can compete on the basis of reduced prices. The variable “Profits will
move out of the country” has the maximum factor loading (0.812). Thus the customers

believe that foreign players will take profits to their countries.

The factor Loss of Indian values and culturehas three variables. The variable “People
may absorb negative aspects of foreign lifestyles and develop inappropriate consumption
pattern” has the maximum factor loading of 0.835, which represents that that customers

perceive that they would be carried away with foreign influence.
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. The factor Increased Demand for Products include eight variables in it. The
variable “Electronic media will help to transfer information about new products in very
less time, thus lead to increased demand” has the highest mean value of 4.028. The
customers perceive that electronic media promotes demand of products. The variable
“New products are more likely to be acceptable due to increasing number of dual income
nuclear families” has factor loading of 0.738. It shows that majority of people are
agreeing towards it.

. The factor Less competitive strength has four factors under it. The variable
“Retail sector infrastructure is not properly developed” has the maximum factor loading
means this variable is the most significant variable in the viewpoint of the customers.The
factor Challenges for Retail Sector in India consists of five variables. The variable
“Highly unorganized sector is a challenge for retail sector in India” is having the
maximum factor loading of 0.899, and maximum mean score of 3.71 which represents
that majority of customers perceive that being unorganized is a challenge for retail sector
in India.

. The ANOVA is applied to check the difference in perceptions about the factors
explored on the basis of demographics. The result shows that there exists significant
difference between responses of respondents on the basis of gender, which means
females have different perceptions as compare to males regarding the same factors.

. On the basis of age, the result shows that the respondents below 30 years of age
group believe that there would be more adverse impact on small retailers due to FDI in
retail, they also believe that there would be loss of Indian values and culture, as compare
to other age groups.

J On the basis of occupation, the students, which mainly represent young
respondents, believe that there is adverse impact on small retailers due to FDI in retail.

° The result of ANOVA shows that in case of factor 2, factor 3 and factor 5 the
significance value is 0.017, 0.000 and 0.000 respectively which is less than 0.05, which
shows that there exists significant difference in opinion of respondents (on the basis of
family size). The nuclear families have different view point on these factors as compare

to joint families.
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. On the basis of education, the respondents who are studied upto secondary
education believe that there would be more adverse impact on small retailers due to FDI
in retail as compare Post Graduate respondents. Education level affects the opinion of the
respondents towards FDI in Indian retail sector.

. In order to find out the relationship between challenges with respect to overall
role and impact of FDI in retail sector the regression is used. The results predict that that
the factors challenges for retail sector in India and less competitive strength possessed by
Indian retailers is not associated with overall role and impact of FDI in retail sector.

. The results indicate there exist a significant association between positive impact
(Improved shopping experience) with respect to overall role and impact of FDI in retail
sector (customer’s perspective). It shows that improved shopping experience is associated
with overall role and impact of FDI in retail sector.

. Further it was observed that there exists no significant association between
positive impact (stimulate economic growth) with respect to overall role and impact of
FDI in retail sector (customer’s perspective). It shows that stimulate economic growth is
not associated with overall role and impact of FDI in retail sector.

. The results of regression analysis depict there exists no significant association
between negative impact (Adverse impact on small retailers, Hurt economic structure of
the country, Loss of Indian values and culture)with respect to overall role and impact of

FDI in retail sector (customer’s perspective).
6.3 CONCLUSION

The present study explored the perception of retailers regarding FDI in Indian retail
sector, opportunities challenges and strategies of retail sector in India. The study further
tried to explore the view point of retailers regarding impact of FDI in Indian retail sector.
It also checked the viewpoint of customers regarding opening up of retail sector in India.
On the basis of responses of the customers total eight factors named improved shopping
experience, stimulate economic growth, adverse impact on small retailers, hurt economic
structure of the country, loss of Indian values and culture, increased demand for products,

less competitive strength and challenges for retail sector in India were extracted using
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EFA. These factors were further confirmed by using CFA. This study will help retailers
to understand the viewpoint of customers regarding FDI in retail sector, which will
ultimately help them to make strategies to overcome competition arising from foreign
retailers. This will increase the profitability of the retailers by adopting relevant
marketing strategies. The customers believe that highly unorganized sector is a challenge
for retail sector in India so if retailers become more organized they would be able to
compete well in the market. The customer’s response also shows that retailers in India
will continuously be threatened by entry of big retailers and traditional retailers may also
be bound to go out of the market due to FDI in retail. The customers also show that
demand for products will increase in the near future, so retailers may prepare themselves
to meet up the rising demand. The retailers are expecting that FDI will bring positive
changes by way of improved technical know -how, which in turn will lead to economic
growth. The retailers on the other side are concerned about the unemployment in the
front-end retail. Thus, it can be concluded that retailers expect a positive change due to
FDI in Indian retail sector with some challenges which exists in present retail sector, if
challenges are handled properly by retailers the fruits of FDI can be tasted well by Indian
retailers. The retailers must convert challenges into opportunities with the help of
Government of India. The customers believe that FDI in retail sector will lead to
enhanced shopping experience for them and will lead to economic growth of the country.
The Government must take steps to frame such policies related to FDI in India, which
will help to make Indian retailers to become strong enough to compete with foreign
players and the Government is also expected to frame policies by keeping in mind the
culture, less competitive strength of the Indian retailers. Thus, it can be concluded that
both customers and retailers are having positive perceptions related to FDI in Indian retail

sector.
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CHAPTER 7

SUGGESTIONS, LIMITATIONS, CONTRIBUTION AND
SCOPE FOR FUTURE RESEARCH

The chapter presents the suggestions, limitations, contribution and scope for future

research.
7.1 SUGGESTIONS
7.1.1 Based on Perception of Retailers

As the retailers believe that FDI will lead to unemployment on the front-end retail,
the retailers must train themselves to create their own demand in the market.

The retailers at the initial stage are not able to compete with big players, so
Government must help small retailers to unite and join hands together to create a pool
of investments and instead to operating at small level, must start working at bigger
level.

The retailers perceived that monopoly of foreign players will be created and they
would be thrown out of the market, so in order to save the interest of the Indian
retailers the Government must frame the policies to avoid monopoly which may be
created by big players in the market. For this the Government must take steps for easy
availability of loans, joint business options among small retailers so that internal
structure of livelihood would not be disturbed.

The retailers agreed that Indian retailers possess some challenges in front of them, the
challenges must be converted into opportunities in a tactful manner.

It 1s suggested that unframed detailed and depth policies regarding FDI may lead to
unemployment so Government should take strong steps in this regard. FDI should be
invited with an objective of growth and development of overall economic structure.

A healthy environment is highly desirable in this sector. Government should make

sincere steps to convert unorganized retail sector to organized retail sector.
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7.1.2 Based on perception of Customers

The customers perceive that FDI will have an adverse impact on small retailers as
they will have a continuous threat of entry of foreign players, so Government must
take steps to open up FDI in retail by taking due care about the interest of retailers.
The Government must fix the price of the products according to the expectations of
the customers. There should be a mechanism to keep a check on the prices offered by
big giant retailers.

The middlemen displaced due to direct procurement of goods by the retailers, must be
provided other opportunities by the Government to stay employed like data analysis
of customer base, innovative marketing practices learning programs. It can be done
by way of running special education schools for them.

The infrastructure of the country is still not properly developed for smooth
functioning of retail sector in India, FDI is opened up to bring developments the limit
of investments to be made by foreign retailers must be increased further.

Strict laws should be formulated to convert unorganized retail to organized retail so

that the whole economy may grow in a progressive manner.
7.2 CONCERNS OF THE RESEARCHER

A few things were being observed during the research, by the researcher although
they are not the result of the core research area. In the category of retailers in Indian
sector, the percentage of males is more than the females. Majority of respondents
have not done specialized degree or diploma in the specified field, they possess good
knowledge and experience in the field but they generally lack in expertise with regard
to the use of software which can be learned to maintain data of the customers. As now
a day in the era of e-commerce and mobile technology, with growing expectations of
the customers, innovation is key component of retail management thus it is suggested
that proper expertise training should be given to retailers so that they could handle the
retail store more efficiently and stay profitable in the market. The opportunity of
increased demand of products must be tapped by Indian retailers right on time and it
can be done when they prepare themselves to deal with the expectations of the
consumers. Before making more liberal FDI policies, the Government must also take

steps to build special schools for educating small retailers regarding new updated
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technologies and to upgrade their store to be able to compete with foreign players in

the market.
7.3 LIMITATIONS

The researcher has attempted sincere efforts and available knowledge to justify this
research. Still some limitations are occurred as they were beyond control. Therefore,
it is an ethical duty of researcher to present the limitations of this research study. The
present research has adopted two methods of data collection. In this way, researcher

observed the limitations in both the categories:

Limitations of Secondary Data Collection
Limitations of Primary Data Collection

Limitations of Secondary Data Collection

There are certain inherent limitations in secondary data collection. They are as

follows:

Timeliness- The latest information of the FDI is retail sector is found projected in
RBI reports and the retail sales is projected in various reports.

Specificity of Purpose- The data published is available of only organized retail, which
is collected through various published reports of IBEF, EMIS, RAI etc.

Others- As data related to retail sales is collected as published in reports available.

Limitations of Primary Data Collection

. The study is confined to retailers and customers within Delhi-NCR area of India only.

The study can also be performed in the other parts of the country.

. The study contains the sample size of 208 retailers and 312 customers, this sample

size can be increased further.

. A comparison of unorganized and organized retailers can also be done to further

study the impact of FDI on Indian retail sector.

. Time Frame- the retail industry is so dynamic, study was commenced in 2012,

therefore minor ups- and- downs of the sector are not taken into picture exactly.

. The response of retailers is being relied on information, manipulation of facts

sometime due to which appropriate data has not been disclosed by respondents.
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However, the variables and the structured questionnaire prepared for this study give
and fair and clear idea about opportunities, challenges, positive and negative effects

in relation to FDI in retail.

. Cost- It 1s really expensive to go to the respondents and get filled the questionnaire.
Cost has been incurred in reference to money and time beyond the reasonable limit; it

has become a limitation of the study.

. It is found that sometimes the retailers were not willing to answer correctly as they
have fear in their mind that their opinion might be recorded and reported to higher
authorities. Although sincere efforts were put to collect the responses but there are
some chances of errors in the responses. Keeping aside the above-mentioned
limitations, the study puts sincere efforts to provide valuable information and

suggestions, which will be useful for future planning.

7.4 CONTRIBUTIONS

The study will prove out to be beneficial to the retailers in retail sector. As it provides
a light on the perceptions of the customers related to the FDI in Indian retail sector.
The expectations of the customers from foreign retailers, thus the foreign retailers if
are able to fulfil the expectations will be able to take a major share of profits. Thus,
by analyzing the study well, the retailers would be able to frame strategies for them to
stay in the market. The study will also help the Government to know about the major
concerns of the retailers and the customers, thus help it to make further policies by

taking care about the interest of the major stakeholders(customers and retailers).

7.5 SCOPE FOR FURTHER RESEARCH

The present study has been conducted in National Capital Region of India. The study
can be conducted at a major level by covering various other geographical areas of the
country. The perceptions of retailers and customers are considered for the study, it
can be enhanced further to know the perceptions about other stakeholders of the retail
sector. A study can be further conducted to know about the reasons for preference of

goods from unorganized retail, organized retail and foreign retailers.
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APPENDICES

Questionnaire for Retailers

The use of this questionnaire is for the partial fulfillment of my PhD degree. The topic of my PhD. is
“FDI in Retail Sector: A Critical Study of Indian Retail Market”. Please give your kind cooperation in
this survey. All responses will be strictly confidential and will not be shared with any third party. The

responses will be used for research purpose only.

Please tick the most suitable option

Name (optional).................... Gender When have you Education
Age (optional)................ene. e Male started your retail e Upto
Address (optional)................. e Female business? primary
....................................... o Lessthan education
....................................... 2 year e Secondary
Annual Income from the store e 2-5years education
(approximately) e Above 5 e Graduation
....................................... years (UG)
Email/Mob.(optional)............. e Post
....................................... Graduation
(PG)
What type of retail store are you | Organized Unorganized (not
running? (registered for | registered for
income tax) [__] | income tax) [
Do you have any specialized Yes No
degree/diploma for running the
retail store?
Do you provide some training to Yes No
the sales persons of your store to
deal with the customers?
Do you provide the digital Yes No
payment facility in your retail
store?
Do you have computerized Yes
system of billing in your retail No
store?
Do you have Grievance settling Yes No
mechanism in your retail store?
Do you provide after sale services Yes No
to your customers?
Do you have electronic weighing Yes No Not applicable
machine in your retail store?
What is the area of your retail What is the area | Please indicate the
store? of your godown? | number of sales
e Lessthan 200 sq ft. o Less force working in
e 200-500 sq ft. than 500 | your retail store
e 500-1000 sq ft. sq ft. (including you).
¢  Above 1000 sq ft. e 500- Family members E
1000 sq | Hired persons
ft. Total
e 1000-
5000sq
ft.
e Above
500sq ft.
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Five point likert scale will be used to give the score.

Strongly Disagree  Disagree  Neither agree nor disagree ~ Agree Strongly
Agree
1 2 3 4 5

Comment on your opinion towards opportunities faced by Indian Retail Sector. Please
indicate how much you agree or disagree with the opportunities faced by Indian retail
sector. Tick the aspect which is most suitable in your point of view.

1 2 3 4 5

Increasing population leads to increased demand of
products in the market.

Change in consumption pattern will lead to increased
demand of products

Increasing no. of working women will lead to increased
demand of products

Electronic media helps to transfer information about new
products in very less time, thus lead to increased demand

Use of plastic money increased the retail shopping
frequency.

Demand for variety of products has increased day by day
due to disposable income of consumers.

New products are more likely to be acceptable due to
increasing number of Dual Income Nuclear Families.

Packaged food items are acceptable at an ease due to
changing lifestyle which will lead to increased demand for
the products.

Rising retail sector in India is backed up by rising global
market demand.

Comment on your opinion towards challenges faced by Indian Retail Sector. Please indicate how
much you agree or disagree with the challenges faced by Indian retail sector. Tick the aspect
which is most suitable in your point of view.

1 2 3 4 5

Retail sector infrastructure is not sufficient.

The retail sector possess inefficient Supply Chain Management

Lack of talented workforce is witnessed in retail sector.

Indian retailers possess less competitive strength as compare to
international standards.

An increased real estate price is a challenge for retail sector in
India.

Presence of numerous intermediaries is a challenge for retail
sector in India

Usage of Outdated technology is a challenge for Indian retail
sector.

Highly unorganized sector is a challenge for retail sector in
India.

High degree of cultural diversity is a challenge for retail sector
in India.

High degree of political interference is a challenge for retail
sector in India.

Comment on your opinion towards FDI in Indian Retail Sector. Please indicate how much you
agree or disagree with the benefits/ positive effects of FDI in Indian retail sector. Tick the aspect
which is most suitable in your point of view.

1 2 3 4 5

FDI in retail will lead to improved product quality

FDI will bring improvement in the services provided by the
retailers
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FDI will lead to improvement in the supply chain
infrastructure by bringing improved technical know-how and
capital.

FDI will lead to increased capital inflow by raising the rate of
investment as well as generating demand for the increased
goods and services produced

Access to international brands would be easier for customers.

The speed of development of modern formats will be
increased

IT-friendly techniques to cut wastage and set up integrated
supply chains to gradually replace the presented disorganized
and fragmented retail market.

FDI will lead to development of professional entrepreneurial
and marketing skills

FDI will lead to improvement of retailing services by acquiring
market-savvy, market-intelligent and best management
practices, Retail giant houses such as Wal-Mart, Carrefour, A
hold, JC Penny can bring their best management practices

FDI will lead to inflow of technical-know-how and
infrastructure development

FDI will push Indian Manufacturers to improve their product
quality

The distribution system of the goods will improve

It will enhance employment opportunities for people of India

It will help in controlling the rising prices of commodities

It will stimulate economic growth of the country.

Farmers will be benefitted by direct procurement of goods by
big players.

Indian retailers will get opportunity of partnership with
foreign retailers.

Comment on your opinion towards FDI in Indian Retail Sector. Please indicate how much you
agree or disagree with the negative effects of FDI in Indian retail sector. Tick the aspect which is
most suitable in your point of view.

1 2 3 4 5

FDI in retail will lead to loss of Indian culture due to more
foreign influence.

It will lead to loss of Indian ethical values due to more foreign
influence.

Bargaining power of the consumers will be reduced.

Profits will move out of the country.

It is against swadeshi policy

Monopoly of foreign players will be created.

Middlemen will be eliminated due to direct procurement of
raw material from farmers by the foreign retailers.

It will lead to unemployment on the front end retail

International retailers will purchase internationally and not
from domestic sources

Small scale retailers will have to shut down their business due
to not being able to compete with the prices offered by these
foreign big retailers

Once monopoly is established, foreign companies will hurt the
economic structure of country

Companies which are in initial stage may not be able to
compete with big global giants
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If the existing firms collaborate with the global biggies they
might have to give up at the global front by losing their self
competitive strength

There will a continuous threat of new foreign entrants in the
market

FDI in retail will have an adverse impact on traditional
unorganized retail

Traditional retailers have to go out of business due to entry of
FDI

Consumers will long to buy foreign brand product as compare
to local product.

People may absorb negative aspects of foreign lifestyles and
develop inappropriate consumption pattern.

FDI is Good for our country Yes | NO
Vote on FDI in retail Acc | Reject | Can’t
ept Say.

FDI will have an overall impact on retail sector in India

Strongly Disagree  Disagree  Neither agree nor disagree Agree Strongly Agree
1 2 3 4 5

Your Concrete views/ suggestions for opening FDI in retail

THANK YOU FOR YOUR KIND COOPERATION
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Questionnaire for Customers

The use of this questionnaire is for the partial fulfillment of my PhD degree. The topic of my PhD. is
“FDI in Retail Sector: A Critical Study of Indian Retail Market”. Please give your kind cooperation in
this survey. All responses will be strictly confidential and will not be shared with any third party. The
responses will be used for research purpose only.

Please Note:

Unorganized Retailers are those retailers who have not registered themselves for income tax
purposes.

Organized Retailers are those retailers who have registered themselves for income tax
purposes.

House hold items like food, cleaning products, and personal care products.

Grocery items like fruits, vegetables, grains etc.

Home appliances like juicer, mixer, grinder, washing machine etc.

Speciality products like high-end luxury automobiles, expensive champagne, and celebrity hair
care experts.

Emergency Products like medicines

Impulse products are those products, which you have not decided to buy before entering the
store and spontaneously buy.

Please tick the most suitable option

Name Gender Current Occupation Annual Household
(optional)......... e Male e  Student Income
..................... e Female e Employed e Lessthan
....... Age e Retired Rs.25,00,00
Address e Below 30 e Business e Rs. 25,00,00-
(optional)...... e 31-50 e  Any other please Rs.5,00,000
..................... e Above 50 SPECITY....ovvereeean e Rs.5,00,001-
~~~~~~~ years 10,00,000
..................... e AboveRs
....... 10,00,000
Email/Mob.

(optional)..
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Size of Family Marital Status
e Nuclear e Single
Family e Married
e Joint
family
Education

Upto primary education
Secondary education
Graduation (UG)

Post Graduation (PG)

Shopping behavior of respondents (Please tick one option)

Preferred time of

Distance from

From where you purchase

If foreign players will

Shopping home to outlet your daily things? come to India from
e Daily e Lessthan e Organized where you buy your
o  Weekly 5km Retailers(who things? (You may give
e Monthly e Between provides you bill) ranking)
e Anytime 5-10 km e Unorganized e Indian
e Above 10 Retailers(who donot organized ]
Km provide pakka bill) Retailers
e Both e Indian
unorganized
Retailers [ ]
e Foreign
Retailers []
You can tick more than one options (if required
What kind of What kind of How much percentage of your | You prefer to visit

products you
prefer to buy from
unorganized
retailers?

e House
hold
items

o Grocery
items

e Home
appliance
s

e Clothing
Products

e  Specialit
y
products

e Emergen
cy
Products

products you
prefer to buy from

organized
retailers?

e House
hold
items

e Grocery
items

e Home
appliance
s

e Clothing
products

e Specialit
y
products

e Emergen
cy
Products

total expenditure in a month is
spent to buy from organized
retail outlets?

Please specify................

organized retail outlets
for:
e Branded
clothes
e Home
Appliances
e Household
items
Fun
Discounts/sale
Lucky draws
Window
Shopping
e Any other
(specify)........

Products offered by
unorganized /local
retailers are cheaper

Do you feel that there is
saving of time when
you buy from organized
retail outlets.
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than organized

Not aware

e Yes

e Impulse e Impulse
products products retailers.
e Any e Any .
other... other... .
.................. [ ]
specify specify

Products offered in
small quantities by
unorganized/ local

retailers give better
control over my

Do you feel that there is
more saving when you
buy from organized
retail outlets.

expenses. e Yes
. (] No
Five point likert scale will be used to give the score.
Strongly Disagree  Disagree  Neither agree nor disagree  Agree Strongly
Agree
1 2 3 4 5

Comment on your opinion towards opportunities faced by Indian Retail Sector. Please
indicate how much you agree or disagree with the opportunities faced by Indian retail sector.
Tick the aspect which is most suitable in your point of view.

1

2 3 4

Increasing population will lead to increased demand of
products in the market.

Change in consumption pattern will lead to increased
demand of products

Increasing no. of working women will lead to increased
demand of products

Electronic media will help to transfer information about
new products in very less time, thus lead to increased
demand

Rise in use of plastic money will have a positive effect on
increased retail shopping

Demand for variety of products will be increasing day by
day due to increasing disposable income of consumers.

New products are more likely to be acceptable due to
increasing number of Dual Income Nuclear Families.

Packaged food items will be acceptable at an ease due to
changing lifestyle which will lead to increased demand for
the products.

Rising retail sector in India is backed up by rising global
market demand.

Comment on your opinion towards challenges faced by Indian Retail Sector. Please indicate
how much you agree or disagree with the challenges faced by Indian retail sector. Tick the
aspect which is most suitable in your point of view.

1

2 3 4

5

Retail sector infrastructure is not properly developed.

The retail sector possess inefficient Supply Chain
Management

Lack of talented workforce is witnessed in retail sector.

Indian retailers possess less competitive strength as
compare to international standards.
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Increased real estate prices is challenge for retail sector in
India.

Presence of numerous intermediaries is a challenge for
retail sector in India

Usage of outdated technology is a challenge for Indian retail
sector.

Highly unorganized sector is a challenge for retail sector in
India.

High degree of cultural diversity is a challenge for retail
sector in India.

Comment on your opinion towards FDI in Indian Retail Sector. Please indicate how much you
agree or disagree with the benefits/ positive effects of FDI in Indian retail sector. Tick the
aspect which is most suitable in your point of view.

1 2 3 4 5

FDI in retail will lead to improved product quality

It will bring improvement in the services provided by the
retailers

It will improve the shopping experience of the customer by
making it enjoyable and memorable.

Access to international brands will be easier

The speed of development of modern formats will
increase

Overall shopping experience will enhance.

It will push Indian Manufacturers to improve their product
quality

The distribution system of the goods will improve

It will enhance employment opportunities for people of
India

It will lead to exchange of technologies between countries

It will help in controlling the rising prices of commodities

It will stimulate economic growth of the country.

Farmers will be benefitted by direct procurement of goods
by big players.

Indian retailers will get opportunity of partnership with
foreign retailers.

Comment on your opinion towards FDI in Indian Retail Sector. Please indicate how much you
agree or disagree with the negative effects of FDI in Indian retail sector. Tick the aspect
which is most suitable in your point of view.

1 2 3 4 5

FDI in retail will lead to loss of Indian culture due to more
foreign culture impact.

It will lead to loss of Indian ethical values due to more
foreign influence.

Monopoly of foreign players will emerge.

Once monopoly of big retailers is established the
bargaining power of the consumers will be reduced.

Once monopoly is established, foreign companies will hurt
the economic structure of country

Profits will move out of the country.

It is against swadeshi policy

Middlemen will be eliminated due to direct procurement
of raw material from farmers by the foreign retailers.

It will lead to unemployment.
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International retailers will purchase internationally and not
from domestic sources

Small scale retailers will have to shut down their business
due to not being able to compete with the prices offered by
these foreign big retailers

Companies which are in initial stage may not be able to
compete with big global giants

Collaboration of small firms with the global biggies will
lead to lose the self competitive strength at the global front

There will a continuous threat of new foreign entrants in
the market

FDI in retail will have an adverse impact on traditional
unorganized retail

Traditional retailers have to go out of business due to entry
of FDI

Consumers will long to buy foreign brand product as
compare to local product.

People may absorb negative aspects of foreign lifestyles and
develop inappropriate consumption pattern.

Will you prefer to Buy Indian products over foreign Yes No Can’t Say
products.

FDI is Good for our country Yes No Can’t Say
You will prefer to buy local branded products in Yes No Can’t Say
comparison to Foreign brands.

Foreign brands have a strong capacity to influence your Yes No Can’t Say
buying behavior.

Vote on FDI in retail Accept | Reject | Can’t Say.

FDI will have an overall impact on retail sector in India

Strongly Disagree  Disagree  Neither agree nor disagree Agree Strongly
Agree
1 2 3 4 5

Your concrete views/ suggestions for opening FDI in retail

THANK YOU FOR YOUR KIND COOPERATION
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