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Selling and Distribution in India
Opportunities and Challenges associated with Traditional Trade
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• Boston Analytics (BA) is headquartered in Boston, MA with the majority of its staff located in India

• BA provides fully customized research and analysis  to corporations, financial institutions, 
corporations, government agencies and professional services firms

• We serve clients located around the world and study markets around the world

• BA services can be segmented into three areas:

Company Overview

� Industry studies

� Market segmentation and dimensioning

� Company and market analysis

� Financial modeling and valuation

Research and Analytics Services
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• Indian Consumer Sentiment 
Index

India Specific Work
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� Financial modeling and valuation

� Risk assessment and predictive modeling

� Sentiment indices

� Market indices

� Syndicated sector reports

� Customized analysis on above

Macro Economic Analyses

� Asset management tools

� Management dashboards

� Crystallizer 

� Quantitative Market Research (QMR) solutions

Innovative Products & Solutions (IPS)
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Index
• Business Cycle Leading 

Indicators
• India stock market Indices
• Business research and 

consulting services
• Syndicated reports



Introduction to Traditional Trade

� The objective of this presentation is to present a picture of the opportunities and challenges 
associated with sales and distribution via traditional trade in India, which represents over 90% of 
the total consumer product trade  

Traditional Trade is defined as all that trade that flows through traditional outlets, such as kiosks, 
corner shops, local mom and pop shops, open markets, etc.   It represents all trade with the 
exception of that which flows through retail chains, supermarkets, or super stores

Definition of Traditional Trade

Objective of Presentation

� Traditional trade is characterized by a large complex network 
of independently owned retailers and distributors carrying 
primarily local or regional brands. 

� It is the prevailing form of consumer trade in emerging 
markets. 

� It can be difficult to penetrate for both national and multi-
national firms given its highly fragmented nature, yet it serves 
as the conduit for  reaching the largest percentage of the 
consumer population

Key Characteristics Traditional Trade Categories

Food and Beverages

Clothing and Textile

Consumer Durables

Jewelry and Watches

Home Décor and Furnishing

Personal Care

Footwear

Books, Music and Gifts
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Consumer spending represents a large percentage of India’s GDP 
unlike other developing countries such as China

Components
INDIA

% of GDP
USA

% of GDP

China 

% of GDP

Personal Consumption 
Expenditures (durables + 
non-durables + services)

62% 71% 36%

Investment Expenditures 34% 14% 41%

Components of Real GDP 2008–09*(1) Indian Personal Consumption Growth (2005–2025E)  ($ B)(2)

900

178

1,478

41

5.8%

CAGR

Government 
Expenditures 

11% 18% 14%

Net Exports (exports -
imports)

-7% -3% 8%

Other 0% 0% 1%

GDP 100% 100% 100%
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Personal 
Consumption

2005

Disposable 
Income growth

Growth in 
Number of 

Households

Incremental 
Savings

Personal 
Consumption 

2025E

Contribution to 
overall 
consumption 
growth

80% 16% 4%

Source:
(1) Bureau of Economic Analysis, Ministry of Statistics and Programme Implementation.
(2) The ‘Bird of Gold’: The Rise of India’s Consumer Market, McKinsey Global Institute.

*Estimates

359



Largest proportion of retail spending comes from innumerable small 
towns and villages with a population <0.5 M

Metros and Mini Metros
8 Cities

Top Cities
(Pop > 1 Million)

Population in (Million)

2001 2025E

67

37

130

72

2%
3%

3%

6%
6%

7%

10%

15% 18% 20%
28%

Proportion of Total Retail Market (%)(1)

(Pop > 1 Million)
27 Cities

Large Cities
(Pop 0.5–1 Million)
32 Cities

Rest Of India
(Pop <0.5 Million)
5,500 town + 0.6 Million 
villages

37

24

874

72

45

1,153

77% 73% 69%

57%

4%

10%

2004 2010 2015 2025
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1,002 1,400Total

Source:
(1) NCAER Figures from Organised Retail in India: The Next Growth Frontier, TSMG.



Traditional trade outlets accounted for ~96% of the India retail 
market in 2005-2006

Indian Retail(1)

Traditional Trade Modern Trade

Definition

� Traditional Trade is defined as all that trade that 
flows through traditional outlets, such as kiosks, 
local mom and pop shops, open markets, etc.   It 
represents all trade with the exception of that 
which flows through retail chains, supermarkets, 
or super stores

� Modern Trade is defined as all that trade that 
flows through retail chains, supermarkets, or 
super stores, etc.

Share of 
Channel

Retail Market    ($ TT % of MT % of Total 

Category 
Contribution
(2005-2006)

Source:
(1) Retail: Market and Opportunities, IBEF.

Category
Retail Market    ($ 

M)
TT $M

TT % of 
Total Trade

MT $ M
MT % of Total 

Trade

Food and Beverages 231,951 229,683 99% 2,268 1%

Clothing and Textile 29,024 24,268 84% 4,756 16%

Consumer Durables 15,171 12,586 83% 2,585 17%

Jewelry and Watches 13,390 12,561 94% 829 6%

Home Décor and Furnishing 9,463 8,634 91% 829 9%

Personal Care 6,854 6,610 96% 244 4%

Footwear 3,268 2,195 67% 1,073 33%

Books, Music and Gifts 2,610 2,269 87% 341 13%

Total 311,731 298,806 96% 12,925 4%
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In order to successfully penetrate traditional trade in India, 
consumer products companies face a number of challenges

Small 
Transaction 

Size

Prevalence of 
Counterfeit 
Products

Geographically 
Dispersed 
Population

Consumers 
/Retailers

Competition

� Nearly 70% of the population 
lives in villages

Challenges
� Low entry barriers and low 

brand awareness have 
contributed to counterfeit 
products

Limited Mass 
Advertising 

Opportunities

Little use of IT 
Systems and 

Processes

Distribution Infrastructure
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Complex 
Distribution 

Network

� Largest number of outlets per 
capita in the world but one of 
lowest in terms of retail space 
per capita retail space (@ 2 sq. 
ft. per person) 

� Very few full-service distribution 
companies with pan-India 
presence; Often blurry lines 
between different player types

� Limited mass media options 
given low TV penetration and 
low education levels

� Most transactions captured on 
note pads

Source:
(1) BA Analysis. 



Success in India requires an appreciation of traditional trade and 
strategic alignment to its dynamics

Viable 
reach

Segmenta
tion

Sales 
Tracking

TT 
Execution

India Strategy

� Consumer companies targeting the Indian 
market need to address the diversity and 
importance of heterogeneous TT outlets and 
focus on the right outlets for success

� Building relationships and tailoring incentives 
for the different type of outlets will enable more 
effective market penetration

� Manufactures need to work with multiple channel partners in India
� Small and geographically dispersed outlets cannot be covered 

through a direct distribution system. Companies with limited product 
portfolios need to identify the appropriate routes to market, keeping in 
mind the cost of servicing and incremental benefits

Packaging 
and 

logistics

Retail 
Execution

Execution
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Source: 

(1) BA Analysis.

� Companies looking at expansions through traditional trade 
need to ensure appropriate retail execution and control

� Customer / retailer education is an important aspect for 
growing sales through traditional trade outlets

� Due to limited reach of the media and low educational 
levels, in-shop advertising and displays become a 
particularly important driver in moving consumer products 
through traditional trade. 

� Lack of infrastructure and multiple handling of 
products before they reach the ultimate consumer 
need to be addressed in order to successfully 
distributes ones goods through traditional trade

� Innovative packaging and product variations may be 
required to withstand multiple handling and extreme 
weather condition

� Companies need strong tracking systems to 
ensure efficient operations and be able to 
effectively react to changing situations

� Distribution systems must enable capture of the 
appropriate data, especially as it relates to the 
off-take, availability and freshness to enable 
timely interventions in the market 



For more information about Boston Analytics’ services, please feel free to write or call:

� Kimberlee Luce
Vice President

Boston Analytics
175 Federal Street, 14th Floor
Boston, MA 02110
email kluce@bostonanalytics.com

� Atul Tandon
Associate Vice President

Boston Analytics
Plant – 19A, Godrej & Boyce Complex,          
Vikhroli (W), Mumbai, 400079 
email atandon@bostonanalytics.com
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email kluce@bostonanalytics.com
tel 617 457 7888 ext. 311
fax 617 457 7889
cell 617 510 9701
url www.bostonanalytics.com 

email atandon@bostonanalytics.com
tel +91-22-67140100 ext. 158
fax +91-22-67140101 
cell +91-9987561142
url www.bostonanalytics.com 

Follow us on

http://twitter.com/indiawatch


