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ABSTRACT 

 

This research paper talks about FDI in Multi Brand Retail: Effect in Comparable 

Countries and Indian Prospects. This paper reveals experiences of other comparable 

countries after allowing FDI in their retail trade. This paper was reviewed and 

explained with the help of Secondary data available through various journals, 

magazines, previous research papers and other useful internet material. Paper 

presents and attempts to study the Experiences of countries including China, 

Thailand, Russia, Chile, Indonesia and Indian prospects including how FDI 

permitted in India. If India has to grow it needs capital, training and innovation. Yes 

the short-term effects of the announced reforms will be painful, but in the long-term 

if they will help make Retail a more organized industry in India, provide better 

quality goods at cheaper prices at convenient locations, improve infrastructure and 

the supply chain mechanism throughout the country, provide employment and retail 

sector specific training to a large population it will be a huge boon to the nation. 

 

KEYWORDS: Foreign Direct Investment, Multi Brand Retail, FDI in Multi Brand 

Retail, India and comparable Countries, Retail. 

_________________________________________________________________________ 

INTRODUCTION 

Any process of change is a dialectic process. Change is the only truth which prevails at the end if 

it brings well being to the masses. We believe sooner or later opposition to the FDI in retail will 

end and new era will begin. 
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―I don‘t think FDI in retail is a threat to small retailers. Modern retail is the expanding segment. 

Those who say that the small sector would be hurt, I think they are wrong by the way,‖ Mr. 

Ahluwalia said in a CNN-IBN TV programme Devil‘s Advocate. 

Nevertheless much said about good things that FDI in retail will bring but argument will not be 

justified if we do not take into account the grey areas. Some of the grey areas are:  

Predatory pricing could strangulate the domestic retailers. It has been seen MNCs retailers uses 

there big size to kill competitors. In order to bring goods at lowest possible price for customers 

they squeeze the margins of their suppliers. So as claimed by thousand that suppliers will benefit, 

it still doubted. 

Now, let‘s consider experiences of other comparable countries after allowing FDI in their retail 

trade. 

REVIEW OF LITERATURE 

Foreign Direct Investment or FDI means to allow foreign companies to enter in to Country‘s 

market and open and control their own companies. Foreign companies will come, invest money, 

and work independently without any joint venture in Country. 

Multi-Brand retail means selling many products under one roof by a single company. 

OBJECTIVE OF THE STUDY 

To consider experiences of other comparable countries after allowing FDI in their retail trade. 

To know whether it is feasible to allow FDI in Multi Brand Retail. 

Review of Effects of FDI in Multi Brand Retail in countries already allowed and Indian 

prospects. 

RESEARCH METHODOLOGY 

The current study attempts to explain the concept, effect of FDI in Multi Brand Retail and 

examine the Effect in Comparable Countries and Indian Prospects. The nature of research is 

completely descriptive. It is a conceptual research which is based on review of previously done 

researches in this area. All the relevant data used in research paper has been collected from 

secondary sources e.g. e- journals, newspaper, Govt. publications and various e- resources. 

FDI IN RETAIL TRADING IN COMPARABLE COUNTRIES 

FDI is permitted in the retail sector in Brazil, Argentina, Singapore, Indonesia, China and 

Thailand without limits on equity participation, while Malaysia has equity caps on FDI in 

the retail sector.  

Emerging Markets which allowed FDI in Retail with the share of organized retail in the 

overall retail industry. 
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Source: Goldman Sachs, Technopak  

EXPERIENCE OF CHINA
i
 

FDI in retailing was permitted in China for the first time in 1992.  Foreign retailers were initially 

permitted to trade only in six Provinces and Special Economic Zones.  Foreign ownership was 

initially restricted to 49%. 

Foreign ownership restrictions have progressively been lifted and, and following China‘s 

accession to WTO, effective December, 2004, there are no equity restrictions. 

Employment in the retail and wholesale trade increased from about 4% of the total labour force 

in 1992 to about 7% in 2001.The number of traditional retailers also increased by around 30% 

between 1996 and 2001. 

In 2006, the total retail sale in China amounted to USD 785 billion, of which the share of 

organized retail amounted to 20%. 
ii
 

China is witnessing robust economic growth and increasing urban and rural incomes are fueling 

consumption level in this vast and complex retail environment. 

China‘s retail sector registered growth in 2007. The nominal growth of China‘s retail sales of 

consumer goods accelerated to 16.8% in 2007, up from 13.7% in 2006. Total retail sales 

amounted to 8,921 billion Yuan, of which the wholesale and retail trade sector grew nominally 

by 16.7%, to reach 7,504 billion Yuan. 
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China‘s promising consumer market has led to huge foreign interest. FDI in the country‘s retail 

and wholesale trade climbed in 2007. There were 6,338 new foreign retail and wholesale 

enterprises in 2007, up by 35.9% year-on-year. The actual utilized foreign direct investment 

value amounted to 2.68 billion US dollars, up by 49.6%. China‘s retail and wholesale trade 

sector has witnessed impressive growth in foreign direct investment, among others. 

EXPERIENCE OF THAILAND 

Thailand is frequently referred to as a country in which FDI had an adverse effect on the local 

retailers. It permits 100% foreign equity, with no limit on the number of outlets. For the retail 

business, it has a capital requirement of TBH100 million and TBH20 million for each additional 

outlet, while it has a capital requirement of TBH100 million for each wholesale outlet. 

The factual position, as reflected in the Report of ICRIER, is as follows: 

 Wet market and small family owned grocery stores dominated the Thai Retail industry. 

 Modern retail outlets by local Thai people came to prominence during the economic boom in 

the early 1990s.  

 Prior to 1997, no foreign investment was allowed and hence the retail sector faced limited 

competition and thus had few incentives to upgrade their operation. 

 With the start of the Asian crisis in 1997, the entry ban on foreign players was removed.  

Within a short span of time, the foreign players expanded their operations significantly and 

marginalised the local retailers who were already suffering from a recessionary trend of 

economy. 

 Many local players had to close down their business. 

 Entry of foreign players in a recessionary economy adversely impacted all segments – 

wholesalers, manufacturers and domestic retailers in the short run. 

 However, entry of the foreign players had certain positive effects also, such as:  

 It led to the development of organized retailing and Thailand has now become an important 

shopping destination. 

 It encouraged growth of agro-food processing industry and enhanced the exports of Thai-

made goods through networks of the foreign retailers. 

EXPERIENCE OF RUSSIA
iii

 

The Russian supermarket revolution has occurred only in the 2000s. It is still a fragmented sector 

in a country with a population of 140 million. Very high growth rates have been recorded. In 

2002, sales by the top-15 chains totaled US$2.7 billion; by 2006, sales by those chains had 

soared to US$19.2 billion. The share of the top-3 chains was 40 per cent in 2002 and 54 per cent 
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in 2006, with the lead domestic chains acquiring many small regional and local chains. The 

foreign share of sales was 33 per cent in 2002 and 35 per cent in 2006—only inching up and 

spreading over 8 foreign chains among the top 15. The two largest companies are Russian, but 

the origin of the capital, even of the Russian companies, is usually a mix of domestic and 

foreign.  

EXPERIENCE OF CHILE
iv

 

The Chilean supermarket sector is a case of a take-off driven by domestic capital, followed by 

nascent multinationalization, followed by abrupt ―demultinationalization.‖ The supermarket 

sector in Chile was launched in the 1990s, with the backing of domestic capital. Late in the 

1990s, the number two and number three global chains entered: Carrefour and Ahold. By 2002, 

those two companies had 13 per cent of the US$4.6 billion in total sales of the top-eight chains. 

However, by 2006 their share had plummeted to zero per cent of the US$12.6 billion in total 

sales of the top eight (growing at a pace similar to China‘s); the Chilean subsidiaries of two 

foreign chains had been bought by the top-two Chilean chains in 2003. Today those top-two 

chains have 65 per cent of the market. The three market leaders, all domestic, are expanding 

rapidly into other Latin American countries in mergers and acquisitions, becoming regional 

multinationals. The domestic capital was based in a combination of domestic bank credit and real 

estate, commercial, and financial services. These were the tertiary sector ripple effects of the 

fundamental boom in copper and wood products, and the fruit and fish boom. 

EXPERIENCE OF INDONESIA
v
 

Indonesia permits 100% foreign equity in retail business, with no limit on the number of outlets. 

It also does not impose any capital requirements. The take-off of modern retail in Indonesia in 

the 1990s primarily involved domestic chains. The current leading chain, Matahari, is indicative. 

Matahari started as a small shop in 1958, grew into a chain of department stores, and was then 

purchased by a giant banking and real estate conglomerate, Lippo Group, in 1997, just before the 

crisis. The crisis created a sharp dip in modern retail sales, which began recovering in the 2000s. 

Matahari doubled its sales between 2002 and 2006, becoming a billion-dollar chain by 2006. The 

share of foreign chains (one European and one Hong Kong) in the top-seven chains is now 40 

per cent. However, because the sector is still fragmented, foreign chains do not have more than a 

20 per cent share, similar to the situation in China. 

INDIAN PROSPECT 

FDI can be a powerful catalyst to spur competition in the retail industry, due to the current 

scenario of low competition and poor productivity.  It can bring about: 

 Supply Chain Improvement 

 Investment in Technology 

 Manpower and Skill development 

 Tourism Development 
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 Greater Sourcing From India 

 Up gradation in Agriculture 

 Efficient Small and Medium Scale Industries 

 Growth in market size 

 Greater Productivity 

 Benefits to government: through greater GDP, tax income and employment generation 

The Story So Far
vi

… 

 

LIMITATIONS OF THE PRESENT SETUP 

 There has been a lack of investment in the logistics of the retail chain, leading to an 

inefficient market mechanism. Though India is the second largest producer of fruits and 

vegetables (about 180 million MT), it has a very limited integrated cold-chain infrastructure, 

with only 5386 stand-alone cold storages, having a total capacity of 23.6 million MT. , 80% 

of this  is used only for potatoes. The chain is highly fragmented and hence, perishable 

horticultural commodities find it difficult to link to distant markets, including overseas 

markets, round the year.  Storage infrastructure is necessary for carrying over the agricultural 

produce from production periods to the rest of the year and to prevent distress sales.  Lack of 
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adequate storage facilities cause heavy losses to farmers in terms of wastage in quality and 

quantity of produce in general, and of fruits and vegetables in particular.  Post-harvest losses 

of farm produce, especially of fruits, vegetables and other perishables, have been estimated to 

be over Rs. 1 trillion per annum, 57 per cent of which is due to avoidable wastage and the 

rest due to avoidable costs of storage and commissions
vii

.  As per some industry estimates, 

25-30% of fruits and vegetables and 5-7% of food grains in India are wasted
viii

. Though FDI 

is permitted in cold-chain to the extent of 100%
ix
, through the automatic route, in the absence 

of FDI in retailing; FDI flow to the sector has not been significant. 

 Intermediaries dominate the value chain.  They often flout mandi norms and their pricing 

lacks transparency.  Wholesale regulated markets, governed by State APMC Acts, have 

developed a monopolistic and non-transparent character.  According to some reports, Indian 

farmers realize only 1/3
rd

 of the total price paid by the final consumer, as against 2/3
rd

 by 

farmers in nations with a higher share of organized retail
x
.  A study commissioned by the 

World Bank attributes the export non-competitiveness of India‘s horticulture produce to its 

weak supply chain. The study shows that the average price that the farmer receives for a 

typical horticulture product is only 12–15 per cent of the price the consumer pays at a retail 

outlet
xi
.  

 There is a big question mark on the efficacy of the public procurement and PDS set-up and 

the bill on food subsidies is rising.  In spite of such heavy subsidies, overall food based 

inflation has been a matter of great concern.  The absence of a ‗farm-to-fork‘ retail supply 

system has led to the ultimate customers paying a premium for shortages and a charge for 

wastages.   

CONCERNS 

Concern is that it would lead to unfair competition and ultimately result in large-scale exit of 

domestic retailers, especially the small family managed outlets, leading to large scale 

displacement of persons employed in the retail sector. Further, as the manufacturing sector has 

not been growing fast enough, the persons displaced from the retail sector would not be absorbed 

there.  

Another argument is that the Indian retail sector, particularly organised retail, is still under-

developed and in a nascent stage and that, therefore, it is important that the domestic retail sector 

is allowed to grow and consolidate first, before opening this sector to foreign investors.  

CONCLUSION 

A comparison of the Retail Industry in Emerging Markets shows that India actually has the 

lowest organized retail sector amongst its peers and therefore is the biggest opportunity.  

India‘s closest peer in terms of size of population, China, has an organized retail market that is 

almost 3x the size of the market in India.  A country like Brazil which is less than a 1/6th of 

India in terms of population has an organized retail market of almost 6x of that of India and 

mostly homogeneous tastes across the country making it easy to standardize offerings.  
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Indonesia which is the largest economy in Southeast Asia and often cited as replacing India as 

the ―I‖ in BRIC economies has displayed strong growth in 2011 and in the first half of 2012 with 

significant growth in the Retail sector. It has only 1/5th of India‘s population and yet has a 

organized retail sector which is 5x of that of India. 

There are two ways to look at the above data. One is to see that there are plenty of emerging 

markets where more capital could be deployed in retail, but the other is to see the hidden 

opportunity in investing in the retail sector in India (the 2nd largest country in the world in terms 

of population) where there is a white canvas and wide spaces and the story of organized retail 

can be painted in whichever way the potential foreign entrants desire. 

On the whole, if India has to grow it needs capital, training and innovation. Yes the short-term 

effects of the announced reforms will be painful, but in the long-term if they will help make 

Retail a more organized industry in India, provide better quality goods at cheaper prices at 

convenient locations, improve infrastructure and the supply chain mechanism throughout the 

country, provide employment and retail sector specific training to a large population it will be a 

huge boon to the nation. 

Foreign Retailers who are looking to make a quick profit are better off investing elsewhere. But 

those who are willing to be patient and make a more long-term bet on India definitely have the 

opportunity to ―HIT THE BULLS EYE.‖  India is a virtually untapped and a huge growing 

market in terms of the Organized Retail Industry ($450bn industry, with only 5-6% organized 

retail).  The foreign players who are willing to learn from their mistakes in other emerging 

markets and early experiences in India, go through a careful partner selection process, 

understand the political / legal / external hurdles and invest with a realistic time horizon truly 

have an unique opportunity to create win-win situations for all stakeholders. Several other 

sectors have seen foreign entrants with a successful and profitable model in India (Dominos, 

Citigroup, Honda etc).
xii

 

India should embrace new era of retailing. And Govt. makes right kind of body to vigil these 

giants. 
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