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 SECTOR NEWS: Retail Industry 


Week: September 3-9, 2008

India Reports: Subhiksha not on the block says Subramanian
The economic slowdown and severe competition has several retail majors revisiting at their strategies and plans. However, nothing will dampen the festive spirit that hits shoppers and retailers post-August each year. Given the huge investment riding in this sector, and the worry lines etched on nearly every retailer’s face, a little retail therapy is certainly in order.
-Chillibreeze Business Research Team 
General Plans and Information

Retail keen on evaluating business structures with high-end cos
The slowdown in the economy and archaic rules on real estate may have affected the mainstream retail industry, but there is a flurry of activity on the high-end retail segment, as existing players actively explore business structures to tie up with global high-end retail majors. 

Mandates with consulting firms, including those from the Big Four, show that players such as Reliance Retail, Aditya Birla Retail, Shoppers Stop and others are keen on evaluating business structures with high-end firms such as Marks & Spencer or Armani or a Moschino to tap demand from the growing number of HNIs (high-networth individuals). 

According to sources, growth in demand for luxury items is pitched against a slowdown in mainstream retail as high inflation pushes back purchase decisions. The main driver is an increase in the number of individuals in India, who can afford to fly abroad to splurge on high-end accessories ranging from Rs 80,000 and above. 

Business structures being considered include a franchisee model to start with, which could later be converted into a joint venture if the two partners consider it worthwhile.

Firms such as KPMG, PricewaterhouseCoopers and Ernst & Young are working on such structures and also advising on possible tax-efficient structures, as there are grey areas in levying value-added tax (VAT) on items such as a diamond-studded watch or a high-end leather jacket. For a diamond-studded watch, if the item is categorised as a watch then VAT levy is a high 12.5% compared to that on a gold or a diamond item where VAT could be just 1% or less. 

Recently, many UK retailers, including Marks & Spencer, have been looking to gain a presence in India. Consulting firm KPMG’s tax partner in India, Amarjeet Singh, is expected to advise such high-end retail clients who are planning to move to India, especially as there is a strong demand from European clients for advice on the tax and regulatory environment around investing in India. 

Speaking on the robust interest in high-end retail, KPMG manager strategic services C Ravishankar said: “The market for high-end luxury items in India is growing. Since it is difficult to build a luxury item from scratch, there are efforts to bring established global brands into India. In such cases you have to be clear on the type of business structures that can be formed,” he added. 

India’s fast-growing high-end retail market is expected to increase from the current $3.5 billion to $30 billion by 2015. According to sources in Reliance Retail, the key driver for luxury retail, apart from growing HNIs, is that the margins are also very high, as much as 70% to 80%. The luxury retail market is roughly estimated to be about Rs 2,000 crore and expected to grow at 20% in the next five years. 

Although the pace is slower than the mainstream retail, which had been growing at the rate of 30% to 40%, the value of the luxury market is much higher. According to KH Vishwanathan of Astute Consulting, firms are currently involved in doing a concept study to highlight the compliance part and tax efficiency of a proposed business structure. 

Nielsen Company director (retail consulting division) Asitava Sen says the move to prepare the business structures between Indian retailers and high-end global players is vital when there are strong brands. “Most foreign players are very protective about their brands and won’t allow their Indian partners access to these brands,” he said. 

The business model that such ventures would work on is in allowing the foreign company to own the back end in a retail venture while leaving the front end to the Indian company. In such a structure, the foreign company would have complete control over the price and packaging. 
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Retail majors line up festive sops
Retail majors across the country are gearing up to launch consumer promotions and fresh discounts in order to cash in on Ganesh Chaturthi and the ensuing festival season. They hope to woo more customers and generate greater volumes through these initiatives. 

Among major retail players courting this strategy, Shoppers Stop and Lifestyle are offering up to 50% discount till the end of the first week of September. Future Group’s Big Bazaar has, on the other hand, extended its mega savings scheme “Monthly Bachat Bazaar”. Also, Food Bazaar has decided not to increase prices of its private labels for the next couple of months, despite ongoing inflationary trends, according to company sources. 

@home, a mega home linen, furniture and accessories chain from the Nilkamal Group, is considering offering a 10% gift voucher on purchase of accessories worth over Rs 2,000 and furniture worth over Rs 15,000 across its 16 @home stores, Manish Parekh, managing director, Nilkamal Group told FE. 

“Besides, at the store level, we will offer heavy reductions on some home furnishing SKUs. We hope to achieve revenues worth Rs 14 crore through promotions during the Ganapati festival,” he added. 

Metro Junction Mall in Kalyan near Mumbai is examining a host of new promotional initiatives. Says Amit Jatia, managing director, west and south, McDonald’s India, “Purchases of apparels and lifestyle products is integral to festivals in India. For example, during Durga Pooja, buying new clothes is a ritual.” 

He however expressed doubts about the impact inflation may have on consumer purchases. “If the rate of inflation keeps rising beyond the 12% mark already reached, it is very likely that purchases might be subdued.” 

Industry experts believe that although retail majors are upbeat about festive season offers, they will have to “wait and watch” this festival season unlike occasions, when the consumer spends grew almost 25% to 30%. 
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Retail biggies force to focus on destination malls
Modern retailers have begun the first round of corrections in their retail strategies, after taking a beating from cost-efficient kiranas in the neighbourhood format space. 

Losses from convenience store formats, which sell groceries (fruits, vegetables and FMCG), are mounting and retailers like Reliance Fresh, More, Indiabulls, Spencer’s and Subhiksha are either quickly shutting down unviable ones or going slow on expansion plans. 

HyperCity Retail recently exited this space. Industry officials said these formats are taking a hit from high dump rates (wastages in the supply-chain), tough competition from low-cost kiranas and unviable operational costs in the low-margin food and grocery business. 

Industry experts say players may be forced to exit this space and focus on destination malls or big-box formats, where margins are significantly higher. 

The thruput (sales) for the modern neighbourhood formats currently stands at Rs 16-Rs 20 per sq ft per day as against Rs 35-Rs 40 per sq ft per day, which industry experts reckon is the minimum required for viability. There is a huge mismatch between the rents paid and the actual sales that take place in the formats. 

“There are a lot of learnings that are taking place and it is a tough place to operate. India is such a heterogeneous country and everyone will have to figure out the right differentiator to exist in the space,” said a top Reliance Retail official on condition of anonymity. Most of the large business groups, which moved into this space, did not bargain for the kind of ‘unmanageable losses’ and are now back to the drawing boards, it is learnt. 

Traditional grocers have protected their turf by leveraging their strengths like customer relationships, home delivery, credit facilities and by expanding their product portfolio. 

“After the initial hype, the new formats have begun losing steam with consumers turning back to local kiranas for regular purchases. Burdened by consumer expectations of more frills compared to the no-frills kirana formats, the new convenience formats are shelling out 30% higher costs on rent, energy and other overheads like security guards, bar codes, ACs and bright lights. The thruput per sq ft does not justify the expenses involved,” said an industry official. 

Spencer’s Retail, the retail arm of RPG Enterprises, recently announced plans to close 40 shops across the country, citing losses because of lower revenue, high rentals and bad hinterland. “The Indian consumer is already exposed to far too many conveniences in the traditional structure. 

"What kind of conveniences can modern retailers now offer with an inevitable high-cost structure. It makes no sense to be in this space” says Andrew Levermore of HyperCity Retail. Most of the existing convenience formats, including Subhiksha, Reliance Fresh and Spencer’s, are struggling with the challenges of operating a low-margin grocery business in the face of spiralling real estate costs, high supply-chain costs and tough competition from the traditional formats. 

“Although we had a lead entry into the space, we knew that the neighbourhood formats will never be viable. Even if consumers have the money why will they spend extra in air-conditioned formats to make daily purchases. The local kiranas are already far too efficient in the space” said Future Group CEO Kishore Biyani. 

“Kirana stores continue to perform well, despite the increase in competition from modern retail chains, owing to their excellent customer service, and low-cost operations.“ In comparison, the mom-and-pop store formats are not just doing well, but are also bullish about their expansion plans. 

Bhartiya Udyog Vyapar Mandal (BUVM), the biggest national-level association of mom- and-pop stores or kirana stores that comprises 17,000 state- and district-level associations across 27 states is planning to roll out 100 stores in three different cities by Diwali. 

Speaking to ET, Vijay Prakash Jain, secretary general, BUVM, said: “We are starting 100 stores in New Delhi, Bangalore and Kolkata by Diwali. These stores would not only buy collectively but would be marketed under one brand name, CARE.” The 100 stores would also share logistics. 

Even without the common branding the mom-and-pop stores have been putting up a stiff challenge to the organised players. Says Kishore Kharawala, Secretary for the Federation of Association of Maharashtra (FAM), “There are several points where the small stores score over the big retailers. The mom-and-pop stores are passing their benefits to the consumers, this was not so before a year ago.” 

“The current crop of neighbourhood formats are merely air-conditioned kiranas. It makes no sense to compete with the supremely customer-friendly kiranas, which offer credit and a great service system. The merchandising will have to be different to bring back the consumers,” says Gibson Vedhamani, president of the Retailer’s Association of India. 

The mom-and-pop stores are swifter in merchandising and understanding local nuances and requirements, something which the modern formats with their regional and national sourcing structures are unable to compete with. Currently, traditional retail, both grocers & chemists, constitute over 95% of total sales in the country. 

Modern trade is currently just 3-5% of the total national industry sales. Despite the losses modern growing aggressively at over 35-40%, modern formats have begun contributing to over 25% sales for most consumer goods companies. Modern trade penetration is now 15% in tier I cities at a time when overall retail is growing at 8-10%. 
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Big players - plans and investments

Landmark planning Rs 550 cr spread
Undeterred by soaring rentals and inflation gnawing at profit margins, retailers are entering the expansion gambit with an élan. 

Dubai-based retail major Landmark group for one is planning to invest Rs 550 crore into its twin ventures - Max Retail and Max Hypermarkets. Landmark group is eyeing a bigger slice of the retail pie by 2010-11. The move will take up the retail major’s total store count to 100 outlets.

Max Retail, the group’s lifestyle arm with a presence in eight cities, will be branching out to tier-I and tier-II cities with 12 stores by March 2009. The company plans to pump in Rs 350 crore for expansion.

Vasanth Kumar, executive director - Max Retail, said the company would locate its store in malls instead of high streets to cut costs. “Each store will be spread over an area of 15,000 sq ft and most of the stores will come up in malls as high streets are not viable in terms of costs,” Kumar said. The outlets will house apparel, footwear and home furnishings.

The company currently has 15 stores covering 2.25 lakh sq ft of retail space across Bangalore, Delhi, Hyderabad, Mumbai, Ahmedabad, Indore and Lucknow. It will add another 11.05 lakh sq ft after its expansion comes through. 

“We aim to have 10-12 stores in each metro,” Kumar said. The company is also planning to open new stores in Chennai by the year-end and in Kolkata by October 2009.

The company will invest Rs 200 crore by 2009 to expand its Max Hypermarkets format. It plans to set up five stores, including hypermarkets and supermarkets. The stores will come up in Hyderabad, Chennai and Bangalore. The company has rolled out two hypermarkets in Bangalore in the last 10 months. 

Viney Singh, managing director - Max Hypermarkets, said the company would cover Tamil Nadu, Andhra Pradesh and Karnataka next year. “The Max Hypermarket will cover 70,000 -1 lakh sq ft of our retail area and supermarket will be spread across 20,000- 30,000 sq ft,” he said. 

Landmark group currently has 1.45 lakh sq ft under the hypermarket format, which would be expanded to 4.25 lakh sq ft by 2009. Max Hypermarkets is also looking at raising Rs 200 crore from private equity players by 2009 and expects its turnover to touch Rs 300 crore by 2009- 2010.
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Vested interests hurting Subhiksha: R Subramanian
The war for footfalls is now being fought outside the big retail stores. Subhiksha chief R Subramanian has dismissed speculation that he is looking to sell out and has alleged that competition and vested interests are behind all these ‘baseless rumours’. Speaking exclusively to ET.com, Subramanian said, “There is a pattern in which people who are envious of our success are trying to sabotage our expansion plans. It had happened in 2006 when we had planned national expansion and it is happening in 2008 also ever since we made some large announcements. Premji buying a stake in us obviously did not go down well with them." 

Subramanian said that some with ill intentions are behind the 'rumours' that he is looking at the exit route. For all practical purposes, Mr. Subramanian seems to have his guns trained on Reliance Retail. When asked who could be behind this, Subramanian refused to take names but had his own take on the state of affairs in Reliance Retail. "They are not in the best of health themselves. They are having trouble in managing their own people. Reports have come that Reliance is going for a big austerity drive to cut costs, and they have also been cutting down on employee friendly measures” he said. “They are in no position to take us over”, he asserted when he was asked whether Reliance had its eyes set on them. 

The Subhiksha promoter also drew attention to the fact that the FDA trouble that they are having in Maharashtra is a matter that goes back to July 2007 and has nothing to do with what is happening in the markets today. It has resurfaced all of a sudden, just a month after the company had announced its plans to expand consumer durable business and go for listing in July this year. 

Ever since Wipro chairman Azim Premji acquired 10% stake in Subhiksha for Rs 230 crore from one of its investors ICICI Venture, news circles have been abuzz with the speculation that the retailer may eventually sell itself out. 

When asked why Premji planned to buy a stake in the retailer at such a hefty premium, Mr Subramanian's reply was that the Wipro chairman is not a naïve person and he has professionals taking care of his money and if he is paying good money then definitely the price is merited. 

Subhiksha is, in-fact, looking at acquiring some companies which have entered the retail bandwagon but have not been able bear the pressure, in the next two years or so. He also went to the extent saying that some big retailers also may fall prey to it. 

Subhiskha, which has plans to open 2000 stores by the end of the year across the country, however insisted it is takeover proof, "If we run the business well the company will be takeover proof - ultimately the business that runs well will be takeover proof", said Mohit Khattar, President (Marketing), Subhiksha.
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Subhiksha to go the FII way to raise $50-$100 million
Close on the heels of Wipro chairman Azim Premji buying a 10% stake in it for Rs 230 crore, Subhiskha Trading Services is now gearing up to dilute stake in the company to raise money to the tune of $50 to $100 million. 

According to highly placed sources, the company has already finalised on the FIIs who would be investing in it. The money raised from the investments of the UK and US-based FIIs would be used to fund the low-cost retailer’s consumer durables foray. 

The sources told ET Online that the proposed investment which would be announced in the next 10 to 15 days would be 60% more than what Premji had paid to take a 10 per cent stake in the company. The investments, the sources said will take the valuation of the company to Rs 3800 crores, much higher than the speculated Rs 2000 crore. 

With plans to list itself, the company believes that Azim Premji acquiring stake in it would lead to more investors showing interest in the retailer, “Now that Premji has bought a stake in us, many other investors would take confidence in us and would not hesitate to buy our shares once we list ourselves in next two months in the name of Subhiksha India limited,” said Subhiksha promoter R Subramanian. 

Subramanian infact, also said that they would not mind acquiring other companies who are put in block in the next two years or so. 
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FMCG cos stop supplies to Subhiksha
After fruit and vegetable vendors, now it’s the turn of bigger FMCG players such as Emami, Dabur, ITC, Coca-Cola and Marico to stop or delay supplies to neighbourhood retailer Subhiksha on account of mounting unpaid bills. 

Subhikha’s managing director R Subramanian denied that any firm had stopped supplying to its stores. “It’s completely false. Some vested interests are spreading this canard against our company,” he said. 

However, top executives of some of the country’s leading consumer products companies confirmed to ET that they have either altogether stopped supplies or drastically reduced supplies to the retail chain. It has been learnt that a slew of FMCG players including bigger ones such as Dabur, Emami, ITC, Coca-Cola, Marico and various others have run into either national-level or localised problems with Subhiksha on account of delay in payments. Industry sources said it’s possible that these firms may resume supplies once the outstanding is cleared, but as of now the situation is grim. 

Said the MD of a personal care major: “We have completely stopped supplying to Subhiksha on a pan-India basis. Despite delayed payments, we were supplying to them because they were giving us advanced cheques. But now they have stopped giving even advanced cheques.” 

The head of a leading MNC told ET: “Our distributors have begun holding back supplies to Subhiksha from time to time whenever there is a prolonged delay in payments, though there is no complete boycott as of now. They are resorting to all kinds of tactics to delay payments. For example, they put a date on cheques and delay posting it, so it lapses and we can’t encash it.” 

Subhiksha says it has never had any problem in making payments to its vendors. None of the executives at the firms, which have stopped supplies to Subhiksha, came on record as they feared it would adversely impact their long-term relationship with the retailer and may jeopardise the recovery of their dues. Subhiksha on its part denies that it is facing any financial crunch. 

“There is absolutely no financial problem. We opened 60 stores in August and plan to add 60 stores every month till March,” says Mr Subramanian. Subhiksha currently runs over 1,500 food, grocery, pharma and telecom retail stores and plans to raise the tally to 2,200 by March next. 

“Had there been a financial problem, a person like Azim Premji wouldn’t have invested in Subhiksha,” Mr Subramanian added. Mr Premji recently bought 10% stake in Subhiksha from ICICI Venture for Rs 230 crore. Subhiksha clocked a revenue of Rs 2,300 crore last year and expects to almost double it in the current year. 

Industry sources fear that Subhiksha may have spread itself too thin by going in for massive expansion even as inflation has shrunk retailers’ margins. Mr Subramanian disagrees: “When there is a weak market, it is not the retailer but the manufacturer whose margins get impacted. Our margins have definitely increased over the past four months.” 
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Subhiksha to foray into durables; denies reports of stake sale
Supermarket chain Subhiksha Retail is foraying into consumer durables retail segment, with plans to invest Rs 600 crore for opening 150 stores by June 2009. The company, however, denied reports of any plan by its promoters to exit the business or go for dilution of stake. "We are planning to diversify our business and enter the consumer durables retail market. Our plan is to set up 150 specialised consumer durables stores across the country with an investment of Rs 600 crore by June 2009," Subhiksha Trading Services Managing Director R Subramanian told PTI. 

He said the consumer durables stores would have a total space of 20 lakh square feet and would be located across 65 cities, including metros and Tier I and II cities. "These stores would also come up under the existing brand name of Subhiksha," he added. The company has presently 1,580 supermarket stores under the Subhiksha Retail brand, in more than 100 cities. "We are also increasing the number of our general supermarkets to 2,200 by end of the current fiscal. The company would be investing around Rs 400 crore on the additional 620 odd supermarkets," Subramanian said. 

He said the new consumer durables stores would source products from top global brands in various segments including televisions, air-conditioners, computers, fridges and so on. He, however, refused to disclose the targeted turnover from the consumer durables segment. 
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Vishal Retail to raise Rs 2 bn by Nov
Discount retailer Vishal Retail Ltd will raise Rs 2 bn by November to fund expansion plans, a top official said on Monday, without disclosing details. 

"We are in talks," Ram Chandra Agarwal, chairman and managing director of the New Delhi-based retailer told. In July, Vishal Retail had said the funds will be raised via share sale when market conditions improve. 

The firm will continue with expansion plans despite concerns of an economic slowdown, as shoppers switch to "value retailers," which offer better bargains than neighbourhood grocers. 

"Demand continues to be strong," he said. Earlier in the day, Agarwal told an annual shareholder's meet that the firm will open 50 more stores by March 2009 to take its total store count to 190. 

September 8, 2008
Source: Economic Times 
'Growth for the Vishal Retail footprint will not be hindered'
To keep pace with the pace of modern retail, Vishal Retail Limited is spreading its wings. The group appears busy identifying new avenues of growth by venturing into other formats such as franchise based specialty stores and local retailers to grow along with the big names. "We have now come up with the exclusive franchise based stores chain. Indore, Madhya Pradesh, will have our first franchise based store," said Ram Chandra Agarwal, chief managing director, Vishal Retail Ltd. 

Vishal group has planned to open a large number of franchise based specialized stores across the country, focusing on different categories include lifestyle, gift and novelties, FMCG and electronic goods and has plan to cross total retail area of 50 lakh square feet by March 2009. Some of the franchisee exclusive business categories include, men's fashion, ladies' and kids' footwear, toys and games, home - general, convenience (FMCG), watches, and mobile. 

The group is now looking for franchisees to join hands with Vishal and grow under a common banner. According to Ambeek Khemka, group president, Vishal Retail Ltd, "This partnership will help small retailers to survive the onslaught of organized retail as it will enhance their competitiveness. Small stores can avail of the benefits on account of the economies of scale, a key advantage for big retailers." 

As per the plans, Vishal Retail will completely take over the supply chain of its franchisees and provide them with technology, new practices, visual merchandising skill and special promotional schemes, besides its brand and costumer base. 

After establishing its strong presence in North India, now they are spreading their wings to every corner of the country to become stronger. The retail chain claims to have achieved a growth of 100 per cent in the current financial year, while reaching the milestone 135 mark in the total number of Vishal Retail outlets across India, over the area of over 35,00,000 square feet in 86 cities. 

Increase in turnover from current 1000 crore to 5,000 crore by 2011...... Does it sound like somebody day dreaming? No. It's Ram Agarwal, owner of Vishal Retail Limited, who is actually aiming high. "It's not a dream. Vishal is moving ahead successfully and as we had planned. We are having a revenue growth of 90 to 100 percent every year. By 2011, we will open 500 hyper market stores having a total retail area of one crore square feet," remarked Ram Agarwal. 

When asked about the major component of Vishal's revenue, Manmohan Agarwal, , CEO, corporate affairs, Vishal Retail said: "We keep our profit margins very low; we earn from more volumes. Amongst all the categories, apparels count for 40 to 50 percent of the those brands, which we have been outsourcing but are labeled as Vishal's own brand. We want to increase the sale of these private label brands from current 15 percent to 18 - 20 percent by next year," said Manmohan Agarwal. 

To achieve its target, Vishal Retail is focusing on opening more and more retail stores in tier-II and tier-III cities. "Currently , we have about 85 hyper market stores and we plan to add 90 more to the number by March 2009. We are constantly looking for suitable places across India to open our stores. For opening hyper market stores we look at an average area of 18,000 sq.ft. to 20,000 sq. ft. and a place, which encompasses a population of 8,00,000 to 10,00,00", said Agarwal. 
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Big Bazaar to have 112 stores by November
Big Bazaar, the flagship retail chain of the Kishore Biyani Pantaloon Group, is looking to beef up national presence to around 112 stores by November 2008.

Some of the cities where the store count is set to go up are Mysore, Pune, Cuttack, Kolkata, Chandigarh, Agra, Faridabad, Surat, Nashik, Mumbai, Delhi and Solapur. Investment in the expansion of the chain of Big Bazaar stores is reported to be around the Rs1,600 crore mark. Presently, Big Bazaar has around 97 outlets.

The addition of 15 stores to its chain is part of Big Bazaar's larger plans to beef up its store count to around 145 stores by June 2009. The chain's 100th store will open later this year in Cuttack.
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Salora Group to foray into multi-brand retail segment
The $250-million Salora group on Thursday announced its foray into the multi-brand retail segment, with an investment of around Rs 200 crore. The company plans to open around 300-500 niche digital electronics’ stores over the next five years. 

The company launched nine stores in the Capital on Thursday under the brand ‘Terminal Digital Electronics’. The investment is being made by the group’s retail arm, Salora Retail Ventures Ltd. 

The company currently operates 25 single brand retail stores across the country. “We wouldn’t be a destination store, which offers everything in the consumer durable segment, but would be a neighbourhood digital store”, Sanjive Sethi, CEO, Salora Retail Ventures Ltd said. 

Sethi said that Terminal store was a neighbourhood store to serve very specific, frequent requirements of the consumers in only the digital electronics market”. 
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Big Bazaar to up food & grocery prices by 5-6%
India’s biggest retailer Future Group will raise prices of its food and grocery items by 5-6% to meet the rising input costs. The group sells these products at its supermarket stores. Food and grocery contributes 40% to Big Bazaar’s total business. 

A company official confirmed the move, saying: “The hike will be effected during this festival season.” The food and grocery prices have been going up for quite some time due to inflationary pressure. According to an industry expert, food and grocery business is a low-margin business and faces intense competition from kirana stores. Hence, during slowdown, these two segments are the hardest hit. 

Big Bazaar is not alone. Other retailers are also taking steps to pass on the rising costs to consumers. Subhiksha Retail MD R Subramaniam said the company is trying to maintain its margins by reducing discounts. Apart from raising prices, Big Bazaar is also cutting costs through reduction of overheads, implementation of efficient supply chain and expansion in tier II and III cities to emerge as a lean organisation. 

“We are also integrating all operations like IT, HR, supply chain under one umbrella. To co-exist with the kirana stores, we are opening smaller formats like KB’s Fair Price and Big Bazaar’s best deals,” said Big Bazaar CEO Rajan Malhotra. 
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Reliance Living Homeware launched
Reliance Retail's subsidiary, Reliance Home Store, on Friday launched its first specialty format under the brand name of Living Homeware. 

It was launched in Aurangabad, Central Maharashtra, a company release said here. Reliance Living Homeware, spread across 3,000 sq ft, has specific offerings for all customer groups like the mothers, modern housewives and working woman, the release said. 

It aims to be a one-stop shop, offering household utilities for daily needs in the kitchen, dining and the bathroom. Some of the special product ranges include theme and occasion-based assortments for parties like disposable kitchenware, aluminium and paper products, gifts assortments for marriage and birthdays, the release said. 

Reliance Retail President and CEO, Operations and Strategy, Raghu Pillai, said "currently, homeware is an extremely fragmented category in India, wherein customer experience is functional." 

"Reliance Living would revolutionise this by offering a world-class experience while helping consolidation of this category in the industry." 
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Reliance may house Archies
Greetings and gifting company Archies is set to ink a deal with Reliance Retail, which will involve Archies setting up shop-in-shop stores within Reliance Retail’s Time Out outlets. 

“Apart from Reliance Retail, we are looking at a series of similar tie-ups within modern trade. We are looking at newer avenues to reach out to consumers,” Archies CMD Anil Moolchandani said. Facing stiff competition from e-cards, Archies, which started off as a greetings-card company, has been diversifying into various related businesses such as corporate gifting, fashion accessories and apparel. 

As part of its diversification plans, the company has inked a distribution tie-up with UK-based Carte Blanche Greetings to distribute and sell greetings cards, gifts, stationery and apparel. The deal with Carte Blanche is two-pronged. The distribution deal is for gifting Carte Blanche products under the ‘me to you’ brand. 

September 5, 2008
Source: Economic Times 
Azim Premji takes 10% stake in Subhiksha
Wipro Technologies’ Chairman, Mr Azim Premji, has taken a 10 per cent stake in discount retail chain Subhiksha Trading Services. 

According to sources, Mr Premji’s investment company, Zash Investment Pvt Ltd, has invested Rs 230 crore in Subhiksha by acquiring a part of ICICI Ventures’ 33 per cent stake in the retailer. 

Post this deal, which happened couple of months ago, the shareholding pattern of the company translates as promoters (led by Mr R. Subramanian, Managing Director) 59 per cent, ICICI Venture 23 per cent, Azim Premji 10 per cent, ICICI Prudential Mutual Fund 5 per cent and employees’ stock options 3 per cent. 

This deal, according to sources, reflects Mr Premji’s confidence in the retail sector and in the Subhiksha chain. Mr Premji, who owns over 80 per cent of Wipro’s stock, has invested in his personal capacity through his investment company. He is believed to have invested widely in many sectors and has a large investment portfolio. 
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Future to push up fashion portfolio
To shore up margins in the hypermarkets business, Kishore Biyani’s Future Group will push up the fashion portfolio in the Big Bazaar chain. 

The group has recently created a sub-brand for apparel called ‘Fashion@Big Bazaar’ and plans to reposition Big Bazaar as a value lifestyle store. Long-term plans also include rollout of standalone Fashion@Big Bazaar stores across India. 

The apparel business contributes around 30% to Big Bazaar’s revenue with plans to increase this to 40% in two years. “The margin contribution from apparel is much more than food and grocery. The decision to focus on fashion will help us increase our margins by 4-5%,” Fashion@Big Bazaar chief Amit Kumar said.
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Bharti happy to go slow in great Indian retail story
Bharti Retail, which has rolled out only seven stores so far, quite small compared to rivals’ pace and general expectations, says it’s not chasing numbers and will continue to move slow unless it has understood the dynamics of retail. The company, which formed a joint venture with Wal-Mart (Bhart-Wal-Mart) amid much fanfare to be able to provide a strong backend to its retail stores, now says its growth is not dependent on Bhart-Wal-Mart’s cash and carry venture. 

Compared to Reliance’s one-store-a-day approach, Bharti’s pace has been almost one-store-a-month. It has opened seven stores in six months, as against around 700 stores of Reliance in two years. 

“We plan to have pan India presence, but are in no hurry to roll out stores everywhere. Our aim is to understand the dynamics of retail and evolve the right model. We are not here to prove anything in a year or two, but looking at 5-10-year period,” says Bharti Retail president and COO Vinod Sawhny. He didn’t give any specific number of stores the company planned to open in a year, but said “we are being conservative”. 

“It’s easiest to tie-up with logistics and warehouse firms and roll out a number of stores, but that is not what we are looking at. We are trying to evolve a model that will serve masses,” Mr Sawhny said. He didn’t clarify how long it might take Bharti to evolve a “massification” model. 

A tie-up with Wal-Mart, world’s largest and perhaps most efficient retailer, was seen as helping Bharti achieve precisely this model. It’s been almost two years since the two announced a tie-up, but the joint venture is still preparing to roll out wholesale stores. According to industry observers, the slow progress of the joint venture is perhaps holding back a faster rollout of Bharti stores. 

Bharti stores today source around 40% of supplies from a distribution centre set up by Bharti-Wal-Mart. Bharti stores—2,500 sqft to 4,000 sqft in size—sport Easy Day’ brand name and sell food and grocery in neighbourhood store format. 

It has also introduced a private label ‘Great Value’ for its grocery items. The company would continue to focus on neighbourhood stores, but plans to launch medium (30,000-40,000 sqft) and hyper (70,000-80,000 sqft) formats later. Bharti is also looking at inorganic route to expand. “We are open to acquisition, but nothing significant has materialised,” Mr Sawhny said. 
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Consumerfed to start 175 outlets to meet retail challenge
Unfazed by the retail outlets of multinational companies cropping up in Kerala,the Kerala State Cooperative Consumers Federation Ltd (Consumerfed) plans to meet the challenge by setting up about 175 outlets, including 100 in villages at an estimated cost of rs 175 crore within three years. 

Counsumerfed will provide quality products at lesser price at these outlets which will draw consumers to the Triveni outlets, Dr Riji G Nair, Managing Director, told the media. 

The villages will have Little Triveni super stores having a plinth area of 800-1000 square feet, which would be fully equipped with about 2000-2500 items, including essential products, consumer durables and cosmetics, Consumerfed Managing Director, Nair said. Internet facilties will also be provided. 

Already 10 such stores have been set up. The central government has sanctioned Rs six crore assistance for the same. This experiment is based on the Chinese model, which has successfully kept at bay monopoly companies in retail, he said. 

Fifty Triveni super marts would be set up in towns in a 1000-2000 square feet area. Five have come up already. Triveni Mega Marts, totalling 25, would be set up in a 2000-5000 square feet area, he said. The biggest is coming up at Punalur in Kollam in a 5000 square feet in two months time, he said. Mega marts will have bakeries, book stalls and gaming areas, he said. 
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Big Bazaar plans three more outlets in Ahmedabad
After being forced to shut down two of the five Big Bazaar stores in Ahmedabad, Kishore Biyani spearheaded Pantaloon Retail India Ltd, the company that runs the retail chain stores across the country, is planning to open three more stores in different areas of the city. 

According to Anand Adukia, Zonal Manager, Big Bazaar, the company is exploring Vasna, Sabarmati and Motera areas of the city for opening its new stores. 

“Moreover, we have decided to merge the Bapunagar unit with the Kankaria outlet, which will result in the expansion of the latter from 60,000 sq feet to 1.10 lakh sq feet,” said Adukia. He said the Bapunagar store was shut down not because of any customer behaviour, but because the three year lease period of the property was over. In addition, the company is considering opening one more outlet in Surat, he said. 

Meanwhile, Pantaloon Retail is planning to open 15 more outlets across the country by the end of November, thus taking the total number of Big Bazaar stores to 112, including the one to be opened at Surat. 

The other outlets will be opened at Mysore, Pune, Cuttack, Kolkata, Chandigarh, Agra, Faridabad, Nashik, Mumbai , Delhi and Solapur. 
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Onam markets doing good business
'Onam' markets sponsored by State government agencies spread across Kerala selling essential items at a subsidised rate have helped check the rise in prices of commodities during the festival season and is reported to be doing very good business. 

'Kerala Co-operative Consumer Federation (Consumerfed) outlets have already registered a record turnover of Rs.28.37 crore,' Federation Managing Director Riji G Nair said here on Saturday. 

Total turnover from the 4000 Onam markets including the permanent 'Triveni shops' would come to Rs.100 crore which would be about Rs 75 crore more than last year, Nair said. 

The Civil Supplies Corporation outlets have recorded a turnover of Rs.165 crore already in the last fortnight and was expected to cross Rs 200 crore during the season, Corporation CMD Yogesh Gupta said. 

The outlets have successfully checked the price rise of essential commodities in the open market and total subsidy would come around Rs 25 crore. About 30 items were being supplied through these outlets, Nair said. 

So far, 10,000 tonnes of rice had already been sold at a concessional rate of Rs 14 per KG and another 10,000 tonnes was expected to be supplied in the coming days of Onam-Ramzan festival. The markets were opened on August 16 and would operate till Ramzan festival (October 1), Nair said. 

Rice, sugar, chilly and many other items were being supplied at a price of Rs 5 to Rs 6 much lower than the open market price. In the case of coriander, the open market price was Rs 134 per kg and it was being sold at a price of Rs 34 per kg. However, quantity of coriander per person have been restricted due to huge price differences, he said. 
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Prateek Lifestyle opens Coupon store in Hyderabad
Prateek Lifestyle, an arm of the apparel manufacturer, has opened its third discount retail format ‘Coupon’ here after Bangalore and Raipur.

Addressing a press conference here on Thursday, Mr Pradeep Agarwal, Managing Director of Prateek Apparels, said the company would open two more such outlets in Faridabad and Calicat in the next few weeks. “Next year, we will open 12 more stores. We would have invested Rs 140 crore by March 2009,” he said.

“We entered into agreements with several brands to sell their products at a discounted price. We have lined up over 150 brands in footwear, accessories, apparel and home décor products,” he said.

“While making our presence felt in top cities, we are also looking at tier-II and tier-III cities like Ghaziabad and Jalandhar,” Mr Agarwal said.

The company, which had received a round of venture capital funding from SIDBI, had recently announced plans for investments to the tune of Rs 350 crore on its retail initiative to set up a network of 50 stores by 2012.
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Fast Retailing plans to launch outlets in Russia & India
The renowned Japanese fashionable garment brand UNIQLO, by Fast Retailing Co Ltd is planning to launch its exclusive stores in other countries. The casual wear manufacturer has made this decision in order to make the label popular on global level

Sources from the Company informed Fibre2fashion that Fast Retailing is planning to open UNIULO stores in Russia and has already started research on the potential of Indian market, after observing the pace at which the retail sector of both the countries is growing.

In fiscal year that ended August 2007, Fast Retailing posted sales of approximately 525 billion yen. It now aspires to take its annual sales to almost 1 trillion yen by 2010, and this whopping target can be achieved by launching new outlets in different parts of globe. 

The Japanese garment enterprise had launched its first UNIQLO casual wear store in 1984 and presently has nearly 760 exclusive outlets worldwide. From trendy t-shirts and sweaters to stylish denims, all clothes are made using high quality fabrics and are available in vast and astonishing variety of colors and patterns.
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Organised retailers see sheen in jewellery
Never mind soaring gold prices, there's much shine still left in the jewellery market, especially when it comes to branded jewellery. This is what organised players firmly believe. 

In the total jewellery market of Rs 80,000 crore, the organised market has a share of Rs 2,400 crore. It is growing at 40% annually. The sector was traditionally dominated by neighbourhood goldsmiths but the landscape is changing slowly. 

Mehul Choksi, the chairman of Gitanjali Gems, said that the jewellery market, which is growing at 25%, presents a huge opportunity for organised players. "It's inevitable that going forward, more and more branded players will enter. The market is too big to ignore," he said. 
The Gitanjali group, which owns brands such as Nakshatra and Gili, plans to expand its outlets to 1,500 from 840 in the next couple of years. It is also looking at setting up a diamond processing special economic zone (SEZ) near Bangalore. 

B Vijayalakshmi, vice president (business research - retail and consumer goods) at global research and professional services firm Evalueserve, said that two main factors are driving the growth of branded retailers - the spread of organised retail culture and the huge consumption of jewellery in India. 

Trade body Ficci estimates that India consumes nearly 800 tonne of gold, accounting for about 20% of the world's gold consumption. "The organised retail format is catching on in several verticals, including jewellery, in the country. I won't be surprised if other established retailers that don't have presence in the jewellery business enter the fray," said Vijayalakshmi. 

Reliance Retail, for instance, proposes to open 300 'Reliance Jewels' stores across India in three years, she added. 

Sandeep Kulhalli, vice president (retail & marketing) at Tanishq, the jewellery business of Titan Industries, said that the process of branding and management of supply chain requires better organisation, especially if a company has national and international aspirations. "You will notice more and more professionalism and better industry standards being established going forward," he added. 

Another factor driving organised retail is brand and quality awareness among buyers. This is not always guaranteed by unorganised players. "Buyers today are aware of the brand of jewellery and its resale value. They also ask for Bureau of Indian Standards (BIS) certifications. Trust is an important aspect of this business," said an official at Mumbai's Scintillating Jewellery. Scintillating has 14 retail outlets primarily across North India and is looking for a pan-India presence. 

According to a Ficci report, new formats such as boutiques, supermarkets and gold souks are emerging in jewellery retail. Indian customers are displaying growing preference for quality, designs and branding. 

The FICCI report added that going forward jewellery would find greater association with fashion and lifestyle. This is where branded retailers will play a larger role. From being seen as an investment product, jewellery is now being seen as a luxury product and thus needs innovation. Gitanjali, for instance, has positioned Nakshatra as a lifestyle brand. 
Industry experts feel that with the sector becoming more organised, foreign players will also look to enter the market aggressively. Swarovski, the Austria-based crystal goods manufacturer and marketer, is an early starter in the Indian market. It plans to set up 30 stores by 2009 and several other stores in the shop-in-shop format. 

Other international players such as Thailand-based Pranda Jewelry are said to be foraying into the retail segment in India. Analysts, however, believe that branded retailers will not be able to displace the smaller, family-owned businesses in the near future, especially in rural areas and smaller towns. There, branded jewellery may not prove as effective as it has in cities. Under license from www.3dsyndication.com
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Art brushes against big bucks at online auction
When art has a brush with the Internet, it could mean big bucks for the artists. In its latest round of online art auction last week, Mumbai-based Saffronart, which pioneered the concept in India, sold over 100 pieces of contemporary art for Rs 29 crore ($7.2 million). More than 500 bidders from 30 countries sat before their computers for two days, as canvases produced by some of the big names in Indian contemporary art were auctioned.

The top four lots of the auction were Mr Subodh Gupta’s Idol Thief, which was sold for Rs 4.28 crore, followed by the same artist’s Saat Samundra Par (Rs 3.4 crore), Mr T.V. Santhosh’s When Your Target Cries for Mercy (Rs 2.8 crore) and Mr Anju Dodiya’s The Site (Rs 1.06 crore). 

But this was not the biggest collection for Saffronart, which introduced online art auction in India in 2000. “In December 2006, we auctioned 140 pieces for a total of Rs 50 crore during a two-day online auction,” says Mr Dinesh Vazirani, the Director of the company.

Indeed, online art auction has added a splash of colour to the domestic auction market, with some five or six companies, led by Saffronart, engaged in this business. 

“When we started the venture in 2000, the online art auction market in India was only $150,000. But today, the market has grown to about $70 million, with Saffronart’s share being about $45 million,” Mr Vazirani told Business Line.

He points out that online auction makes it possible for bidders across the world to participate, with higher levels of transparency and information about the art pieces. The business model of Saffronart, which charges about 15-20 per cent transaction commission, has prompted Harvard Business School to write and teach a case study on the company.

Now, Saffronart plans to broaden its business canvas by organising the first online auction of jewellery and accessories on October 7. It is mainly intended to showcase jewellery designs more than the brands — included in the catalogue would be a rare, fancy yellow 42-carat diamond. After art and jewellery, what will be next on Saffronart’s catalogue? “Right now our hands are full, but at a later stage we may look at rare books or antique furniture,” says Mr Vazirani.
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