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E-TAILING IN INDIA
HAS A BRIGHT FUTURE

Simply put, electronic retailing or e-tailing is the sale of goods online. Companies like Amazon
and Dell were the first to create the online retail industry by putting the entire customer

experience—from browsing products to placing orders to paying for purchases—on the

Internet. The success of these and other companies encouraged traditional retailers to create

an online presence to augment their brick-and-mortar outlets. This revolutionary way of selling

goods and services has also gained popularity in India. This article assesses the status of

e-tailing in India, as well as the challenges and future prospects.

lectronic retailing or e-
tailing, as it is generally
being called now, is the
direct sale of products,
information and services
through virtual stores on the Web,

usually designed around an elec-
tronic catalogue format and auction
sites. There are thousands of store-
fronts or e-commerce sites on the
Internet that are extensions of exist-
ing retailers or start-ups. E-tailing is

synonymous with business-to-con-
sumer (B2C) transactions in online
stores, where a customer can shop
for apparel, cell phones, cameras,
computers, books, magazines, mu-
sic CDs and DVDs, shoes, furniture,
health equipment, flowers, etc—the
list being pretty long and exhaustive.

Electronic retailing has emerged
as a new avenue for consumers to
shop in. With the Internet spread-
ing across India at a fast rate, online
selling is becoming attractive for e-
retailers. Let’s take a look at the fac-
tors that have led to the growth of
e-tailing in India, analyse the issues
and challenges involved, and also
examine the future trends. (Note:
In the course of this study, data has
been collected from secondary sourc-
es like books and journals, and also
from the Internet.)

Essentials of e-tailing

To be successful, an e-tailing
business must have a few ingre-
dients. It is important to focus on
these components before setting up
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® Flipkart.com: Books, mobile phones, digital cameras, laptops, watches, clothing and

other products

® Snapdeal.com: Mobiles, laptops, appliances, clothes, shoes
e Fashion and you.com: Branded clothing, shoes, hand bags, watches, home décor,

accessories for men and women

o Myntra.com: Apparel, branded footwear, accessories

e eBay: Consumer electronics products, fashion apparel, collectibles, sporting goods,
digital cameras, baby items, watches, coupons, etc

* Homeshop18: Mobiles, cameras, home and kitchen appliances, jewellery, fashion

products, health and beauty products

® Rediff Shopping: Gifts, mobiles, electronics, clothes and shoes
Note: Myntra.com was acquired by Flipkart.com in May 2014

a virtual store. These essential com-
ponents are:

1. Attractive business-to-consum-
er (B2C) e-commerce portal.

2. The right revenue model.

3. E-catalogue: This gives a da-
tabase of products, with their prices
and the available stock.

4. Shopping cart: The customers
select their goodies and put them in
a virtual shopping cart. Finally, as in
a real store, at the time of checkout,
the system calculates the price to be
paid for the products selected.

5. A payment gateway: Customers
make payments using their credit/
debit cards or with e-cash through
this gateway. Therefore, this payment
mechanism must be fully secure.

E-tailing in India

According to a recent e-com-
merce survey by Visa, the credit card
company, eighty per cent of Internet
users in the Asia Pacific made an
online transaction, and spent an av-
erage of over US$ 3,000 each in the
past 12 months. The survey revealed
that, in India, digital downloads
were the most popular form of con-
sumer ecommerce. Seventy-six per
cent of respondents from India, the
highest among Asia Pacific countries
(including Hong Kong, Singapore,
Japan, Korea and Australia), have
bought some form of digital enter-
tainment over the Internet in the

last year; music downloads (63 per
cent) emerged as the most popular
digital entertainment purchase.

Indian consumers recognise the
convenience of online shopping as
reflected in the high percentage of
Internet users who buy a wide range
of products online—from those for
everyday use to the occasional high-
value item. According to the Visa
report, the top draws for shopping
online were airline tickets, online
travel agents, and travel accommo-
dation. Clothes and shoes grabbed
the fourth spot. However, the food
and groceries segment was posi-
tioned seventh in this survey.

The preferred source of digital
business analytics, comScore, re-
ports that coupon (daily deal) sites
are also a part of the e-commerce
craze. In November 2011, around
16.5 per cent of the Indian online
population visited sites such as
Snapdeal. Kedar Gavane, director,
comScore, said, “The online chan-
nel is playing an increasingly im-
portant role in connecting retailers
with potential customers in India.
The rapid growth of online coupon
sites suggests that consumers in In-
dia are looking for deals, highlight-
ing the need for online retailers to
adopt effective marketing and pric-
ing strategies.”

A report by the Internet and Mo-
bile Association of India (IAMAI) re-
vealed that India’s e-commerce mar-

ket is growing at an average rate of
70 per cent annually!

Factors for the growth of
e-tailing in India

No rent or land costs. E-retail-
ers do not require sophisticated show-
rooms in prime locations, and operate
through their websites or portals. This
significantly saves the store mainte-
nance costs, which are pretty high for
physical store retailers.

Enhanced communication
with the client. E-tailing enables
personalised interaction with cus-
tomers.

Universal reach. A supermar-
ket has a limited geographical area of
operation. It caters only to a limited
number of customers of a particular
locality, but a website can be accessed
from any part of the globe, which
increases its market multifold. Such
websites also serve as a good medium
of advertising at a minimum cost,
and reach out to the world.

Effortless and joyful shop-
ping. Online shopping saves time.
Shopping in the comfort of your
home through the Internet is a huge
attraction for customers.

Any time accessibility. The
online store is accessible 24x7 and
delivers your products home. That
saves time and effort.

Prices can be compared. On-
line shoppers can compare the prices
of the products they want to buy
with competitive sites, and then go
for the purchase.

No duplication of products.
Branded products are sold at com-
petitive prices on credible online
portals. This reassures the consum-
er that no duplicated, low quality
products will be sold on these sites.

Barriers to the growth of
the e-tailing market

No negotiations possible. On-
line shopping does not allow nego-
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tiations or bargaining, which price-
conscious Indian consumers love
doing.

Lack of touch-and-feel expe-
rience of the products. Customers
cannot physically examine the prod-
ucts they buy online. They get to do
that only when the product is deliv-
ered to them.

The trust factor. Sometimes,
online consumers are unable to
trust new e-retailers with respect to

safe and timely
delivery of a product that is
ordered online.

Increased competition. Big e-
retailers are already dominating the
Indian market, making the entry and
survival of small e-retailers tough.

Privacy concerns. Consumers
fear that the information they pro-
vide may lead to spam e-mails or
identity fraud.

Possibilities of fraud. Unscru-
pulous e-tailers can damage the faith
of the common consumer.

No direct interaction. In e-
retailing, there is no face-to-face in-
teraction between the customer and
seller. Some consumers are not com-
fortable about this.

Delivery of products. E-tailers
who do not deliver on time spoil the
market for other genuine e-tailers.

Language. To reach a wider
base of consumers in India, websites

must enable communication in local
languages. At present, most e-tailers
use only English as the mode of com-
munication.

What the future holds
for e-tailing

The e-commerce market in In-
dia is estimated to grow at 30 per
cent year-on-year. E-retailing comes
under e-commerce. E-tailing helps
retailers build loyal customers and
is aimed at selling in areas where
they don’t have a physical presence.
Sankarson Baner-

jee, CEO of Fu-
ture Bazaar (the
Future group’s
e-tailing ven-
ture), says,

“E-tailing ac-
counts for 7-10 per cent of
our worldwide sales. We expect this
share to increase in coming years.
Electronic goods and apparel are the
most popular online purchases.” He
adds, “Besides international orders,
we get orders from J&K, Andaman
& Nicobar Islands, ete.”

Ambareesh Murty, country
manager, eBay India, concurs,
“Online marketplaces help create
trade between metros and Tier II
and III cities by bridging the de-
mand and supply gap. Over a third
of all products bought by eBayers
in hilly areas (North East, Jammu
& Kashmir and Himachal Pradesh)
are tech gadgets (mobile phones,
digital cameras and USB drives).
While women from the metros are
buying a lot of sarees, the sellers
are spread across various cities and
towns of India, including manufac-

turing hubs and handicraft hubs
like Davangere (Karnataka), Chit-
taurgarh (Rajasthan), Lucknow
(UP) and Kunnamkulam (Kerala).”

Moreover, e-tailing helps retail-
ers save on the real estate cost. Also,
an e-tailer does not have to carry
huge inventories and can cut supply
chain costs. However, Banerjee disa-
grees, “E-tailing has other cost fac-
tors like delivery, technology, etc. It’s
not cheaper.”

Replicating the success such
ventures have had in the developed
world is a challenge, considering
the broadband bottleneck in In-
dia. Anand Ramanathan, manager,
Business Performance Services,
KPMG, says, “E-tailing is a good
complimentary service but I don’t
see it making a big contribution
to sales in the near future.” When
asked if e-tailing is aimed at getting
customers where retailers don’t
have a physical presence, Ramana-
than says, “Not really. The retailer
has to have physical presence for
delivery.”

Murty says, “We welcome the
entry of reputed brands that con-
sumers trust. The launch of IRCTC
(Indian Railway’s e-commerce arm)
to power sale of railway tickets has
encouraged a whole new demograph-
ic to shop online. We see new e-com-
merce entrants helping increase the
size of the market by encouraging
new non-shoppers to turn online
shoppers.”

Incidentally, e-tailing is not limit-
ed to retailers. FMCG major, Amway,
also launched its e-tailing portal in
2008. For the direct-selling com-
pany, the online medium is aimed at
expanding the company’s existing
distribution network across 500,000
Amway Business Owners and also at
tapping the vast semi-urban custom-
ers’ base with direct access to Am-
way’s product range.

But capitalising on India’s
growth online is no cakewalk. Sachin
Bansal and Binny Bansal, the found-
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ers of Flipkart, have set up delivery
operations all across the country be-
cause Indian shippers do not have
the delivery and package-tracking
abilities that companies like Fe-
dEx provide for American custom-
ers. Sachin Bansal, the company’s
chief executive, says that by having
its own staff, Flipkart avoids pay-
ing courier services commissions of
more than 2 per cent to accept cash
on delivery, which makes up about
60 per cent of its orders. It can also
track packages more accurately. And
because labour costs are relatively
low in India, its delivery cost is a
modest $1 a package. “More than 90
per cent of retail transactions in In-
dia are in cash. People like my dad
and my uncle are much more com-
fortable with cash. If we have to in-
crease our customer base, we have to
accept cash,” he says.

Flipkart is not alone in tweaking
its model to suit Indian conditions.
Snapdeal offers customers the op-
tion of making partial payments on-
line, and paying the balance directly
to merchants whose products and
services it sells.

With the growth of disposable
incomes, people have a lot more
money to spend. They are finally
opening up to shopping online and
are willing to take a chance. Also, e-
commerce companies are going out
of their way to give the consumer
not just a product but an online
shopping experience. Credibility,
too, does not seem to be an issue,
with more and more branded play-
ers stepping into the e-commerce
scene. The online retail segment in
India is growing at an annual rate
of 35 per cent, which would take its
value from ¥ 20 billion in 2011 to ¥
70 billion by 2015.

Online shopping has come of
age in India, with people shopping
through the convenience of online
portals from the comfort of their
drawing rooms. However, Indian
marketers are also increasingly be-

coming aware about the need for a
good policy for returned goods, in
case a customer is not satisfied with
the product. It has been estimat-
ed that about a fifth of the orders
purchased online are returned to
the vendor. Most online portals an-
nounce that money will be returned
if a customer is not satisfied with
the product. Customers who pay on
delivery can also return a product if
it does not come up to their expecta-
tions.

The Indian consumer base is
supported by a vast rural market
that accounts for 70 per cent of the
country’s population. With a rise
in rural incomes, there has been a
change in India’s consumption bas-
ket. As consumer product compa-
nies compete among themselves to
get a larger share of the consumer
pie, technology and innovation
will play a key role in their future
growth. Conventional strategies of
physical distribution and commu-
nication will no longer guarantee
the pace of growth or success seen
in the past.

Companies will try to find easier
and cost-effective ways to reach out
to a larger base of consumers.

Online retail in India is expected
to penetrate categories beyond ap-
parel and electronics, as companies
attempt to sell essentials such as
grocery and personal care products
online.

A few websites are now promot-
ing social shopping, which enables
an interaction between old and new
customers on queries related to any
of the products sold on the site. So-
cial shopping helps to increase the
credibility and popularity of an e-
tailer, as a customer who has used
a product from a site can advise an-
other one who is planning to buy it
from the same site.

Online shopping in India has
created a new scope for retailers,
too, as they can advertise their
products easily on the websites of

these e-tailers, and the amount paid
is much less than they would pay
for advertising on other media like
television.

The link between e-tailing
and technology

In India, e-tailing has the po-
tential to grow to US$ 76 billion
dollars by 2021. This would be pos-
sible if a large part of India’s rural
population is also brought under
the fold of the Internet, and has
access to online shopping. E-retail-
ers also need to instil confidence
in online customers with prompt
delivery of goods, discounts for
bulk purchases, delivery of quality
goods, etc.

The Indian consumer market is
set to attain a different look. Tech-
nologies that aid in managing inven-
tory, capturing sales data, forecasting
demand and generating automatic
replenishment to reduce time-to-
market are likely to gain promi-
nence. Inventory tracking technolo-
gies, such as RFID (Radio Frequency
Identification), which have been so
successful in developed countries
will see greater adoption in India.
Meanwhile, Quick Response codes,
too, are expected to be in widespread
use in the country with the growing
use of smartphones. With sustaina-
bility becoming integral to corporate
strategies, the adoption of cost-effec-
tive green technologies—that reduce
energy consumption, emission levels
and wastage—is also expected to in-
crease. The next battle for the con-
sumer market will be fought on the
back of technology. Companies that
are able to use technology to their
benefit will move far ahead of those
that do not.

|
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