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Inroduction 

The socio- demographic characteristic of a country is reflected by the structure of the 

retail sector. The size and density of retail outlets depends on demand related phenomena such as 

population density, level of urbanization, participation rate of women in the labor force, access 

to cars, taste, personal consumption expenditure etc. The structure of retailing also depends upon 

the level of development of the country and speed with which new technology is adapted such a 

use of credit cards. In the early stages of development, bulk of the retail enterprises consists of a 

single shop or sole proprietorships. As the economy diversifies and per capita income increases, 

these traditional small shops are gradually replaced by larger enterprises. This, in turn results in 

consolidation and currently more than 50 Fortune 500 companies and around 25 Asian top 

companies are retailers. 

 

Trends in Retailing at Global Level 

With increased sophistications of products, many small shops have re-emerged as a part 

of a larger chain of shops while others are cooperating in franchising agreements, often oriented 

towards a more specialized segment of the market. With economic development, there has been 

greater vertical integration of the distribution chain. This has reduced the role of traditional 

wholesalers since large retail chains are increasingly by-passing the wholesalers and dealing 

directly with the manufacturers. This is particularly true in the case of food retailing. 

Improvements in information technology have contributed towards this trend by allowing the 

retailers to fine tune their inventory needs and reducing the warehousing role of traditional 

wholesalers. Furthermore, large retail groups are presently integrating the wholesale and retail 

functions. Many large retailers have developed in house product lines and brands and established 

their own regional distribution centers in order to improve the flow of goods. On the other hand, 

some wholesalers have moved away from traditional activities and diversified their operations 

by offering additional services and moving into specialized retailing markets. 

 

 

Developments in information technology have increased the operational efficiency of this 

sector. Technological developments have allowed more efficient links between manufacturers, 

retailers and wholesalers, particularly in inventory management. 
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Technological innovations such as scanning have increased labor efficiency and enabled 

enterprises to know more about consumer demand patterns. Large enterprises are not only 

pioneers in adapting new technology; they are better able to profit from these technologies 

compared to smaller enterprises as price reductions are driven by cost reduction which in turn 

are results of implementation of latest technical knowhow. The reductions in prices have been 

beneficial for the consumers. However, such technologies require huge investment and are often 

beyond the ability of small retailers. Studies have shown that smaller stores have been relatively 

slow in adapting new technologies since they find it difficult to finance the large initial 

investments. With the adoption of newer technology, larger stores are able to implement some of 

the advantages of smaller stores such as timeliness and catering to individual tastes and needs. 

 

Another trend which is being observed in global retailing during the past decade and half 

has been the development of a multitude of new formats. These include mass merchandisers, 

hypermarkets, warehouse clubs, category killers, convenience stores, etc. These different 

formats provide a wide range of choice to consumers in a competitive environment. Large 

retailers are now playing an important role in designing and branding new products. Further, 

technological development has led to the growth of different non-store formats such as direct 

selling and mail ordering. The advent of electronic commerce has brought about significant 

changes in the distribution sector and broadened the scope of operation of large retailers. 

 

With the growth of organized retailing at the global level, the average size of the shops is 

increasing; both in terms of turnover and employment, and the density of retail outlet is 

declining. Moreover, many retailers have entered into joint ventures, strategic alliances and 

cooperation agreements. For instance, Wal–Mart purchased ASDA, a British supermarket chain 

in June, 1999. Concentration is also visible in the wholesaling sector. In the US, for example, 

there has been an increase in the overall number of wholesaling firms, 50% of the wholesaling 

revenue is earned by only 1% of the wholesaling companies. This process of consolidation has 

raised several competition policy related concerns. Some have argued that consolidation would 

improve internal efficiency and reduce costs while on the other side it could lead to anti- 

competitive behavior. 
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Statistical Information 

As per Deloitte (2004), retailing has emerged as one of the biggest private industries in 

the world with total sales exceeding US$8 trillion in 2002. It is estimated that this sector 

accounts for more than 10% of GDP in the western economies. Among developing economies, 

the sector accounts for around 10% of GDP of India and 8% of GDP of China (Bajpai and 

Dasgupta, 2004). This sector is labor intensive and contributes significantly to employment. 

Contribution of retailing to employment of selected countries is presented in Figure No.-1.1. 

According to report by U.S. Department of Labor, in the US, retail represents around 11.7% of 

all employment and of about 12.9% of all establishments. Retailing is the UK’s top service 

industry, employing around 2.8 million people (around 11% of UK’s total workforce) as of 

March 2004.  

 

 

 

 Figure No-1.1   Share of Retailing In Total Employment In Selected Countries 

Source:  for US, from US department of Labor, bureau of Labor statistics; for UK from http://www.dti.gov.uk; for India, china, 

Poland and Brazil from Modernizing retail in India, KSA – CII study, 2003; for Malaysia from presentation by Malaysia 

Retailers Association, 19 May 2003. 
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In developed countries, more than three-fourths of the total retail trade is being handled 

by the organized sector (Bajpai and Dasgupta, 2004). The share of organized sector is also 

increasing in many developing countries (Fig No.-1.2) but it is still very low in case of India 

(only 6%). It is with the increase in share of organized retailing, best management practices are 

being implemented, supply chains are getting integrated, labor productivity is increasing and 

profits are rising. According to McKinsey (2000), between 1994-99, retailing has generated 

average shareholder returns of 18% which is more than that of banks (9%), insurance (15.2%) 

and consumer goods (11.2%).
 

 

 

Figure No-1.2 Organized Retailing as a Percentage of Total Retailing in Selected              

Countries 

     Source: E&Y report (accessed from www.ibef.org on 01.05.2012) 

As per the analysis carried out by the Deloitte (2011) related to the primary retail product 

sector for which they have used fast moving consumer goods, fashion goods, hard lines & 

leisure goods and diversified retailers out of which the food and other FMCG gained ground 



6 
www.ssijmar.in 

among the top 250 global powers. Food retailers relative resilience in recessionary times allowed 

the FMCG sector to increase both its share of companies and its share of sales. This fact is 

evident from the Fig No-1.3 

 

Figure No.-1.3: Share of Top 250 Retailers by Product Sector, 2009. 

Source: www.deloitte.com/consumerbusiness (Accessed on 01.05.2012) 

FMCG retailers are, by for, the largest company as well as the most numerous, with average 

2009 sales of $18.4 bn. Despite sluggish composite retail sales growth in 2009 this sector 

outperformed the others on the top line. Frugal consumers put the squeeze on fashion retailers. 

Sales were essentially flat but the bottom lines were improved. The collapse of housing market in 

the USA and Europe took its toll on hardlines and leisure goods sector. But here also the 

majority of the retailers in this sector enjoyed healthier profits. The Diversified group was the 

only sector to experience declining sales in 2009, however, even in this sector the overall 

profitability improved.  

In 2009, retailers continued to face the aftermath of recession. Most of the retailers 

worldwide suffered the decline in sales (See Table No. 1.1). But it is interesting to note that 

profitability shows a marked improvement in the same year as retailers tighten their belts in 

anticipation of slowing sales. To push the earnings up, many companies cut cost substantially 

and adjusted their inventory level in response to reluctant customer. 
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    Table No.1.1: Economic Concentration of Top 10 Retailers, 2009. 

Rank Name of company Country of origin 

2009 retail 

sales (US$ 

mil) 

2009 retail 

sales growth 

(in %) 

1 Wal-Mart U.S. 405,046 0.9 

2 Carrefour France 119,887 -1.2 

3 Metro Germany 90,850 -3.2 

4 Tesco U.K. 90,435 4.8 

5 Schwarz Germany 77,221 1.4 

6 Kroger U.S. 76,733 1.0 

7 Costco U.S. 69,889 -1.5 

8 Aldi Germany 67,709 3.8 

9 Home Depot U.S. 66,176 -7.2 

10 Target U.S. 63,435 0.9 

 Source: Published Company Data and Planet Retail. 

 

 Graph No.1.1: Economic Concentration of Top 10 Retailers, 2009. 
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Reasons for Globalization of Retailing 

 

Various reasons can be attributed to the globalization of retailing like - 

1-Saturation in domestic market- 

2-Convergence of taste- 

3-High competition in domestic market leading to lower profits- 

4-Need to set up global sourcing networks and supply chain- 

5-Liberalization- 

6-Removal of FDI and other trade barriers in developing countries- 

7-Rapid urbanization- 

8-Improvement in infrastructure- 

9-Increase in per capita income and purchasing power- 

10-Entry of women into workforce etc.  

 

Conclusion- 

Thus, it may be concluded that as more and more developing economies are seeing all these 

changes retailing is going to flourish in coming times.However, these developments are raising 

questions about the impact that the development of organized sector is going to have on 

unorganized sector. 
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