
Business Sciences International Research Journal Volume 6 Issue 2                             ISSN 2321 - 3191 

 

 
Journal Published by IMRF Journals | July 2018 Edition                                                       |    14 
 

THE RISE OF E-COMMERCE INDUSTRY  
IN THE INDIAN RETAIL SCENARIO:  

A QUALITATIVE STUDY 
 

 

Jayant Sanyal 
Assistant Professor, BCIPS, Opposite Sector 11 Metro Station Dwarka, New Delhi, India 

 
Abstract: The Indian Retail sector today seems to reap the benefits of favourable foreign investment 
climate, strong economic growth coupled with a boom in consumption. India has acquired the top spot 
in the Annual Rankings of the top 30 retail destinations displacing China from the top, as per the Global 
Retail Development Index (GRDI) report 2017. One of the key drivers of this development has been the 
rise of electronic commerce/e-commerce. The number of digital buyers (defined as internet users who 
have made at least one purchase via any digital channel within the past year, including online, mobile 
and tablet purchases) in India had increased from 54.1 million in 2014 to 130.4 million in 2016 with a 
projected 329 million digital buyers expected to buy goods and services online by 2020. A look at the 
share of e-commerce sales in proportion to total retail sales reveals that the share of e-commerce sales to 
total retail sales is projected to grow up to 4.4% by 2019 from 1.7% in 2015. The Indian e-commerce 
industry as per estimates is expected to become the second largest e-commerce industry by 2034 
propelled by a rise in internet penetration reflected in rise in number of internet users in India from 481 
million in 2017 to 829 million by 2021 as per some other estimates.  This paper is an attempt to study the 
rise of electronic/e-commerce in the Indian Retail Sector. This paper attempts to take a qualitative view 
of the growing role of e-commerce in the overall retail sector in India, by developing a profile of e-
commerce industry in India in the backdrop of the retail industry in India and tries to identify the 
critical factors that are contributing towards the rise of e-commerce industry in India. The research 
methodology adopted for the achievement of objectives is qualitative with thrust on collection and 
analysis of secondary data. The findings of the paper may encourage further research on the potential of 
e-commerce industry in India and changes in purchase behaviour of retail consumers in the wake of 
growing internet penetration in India. 
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Introduction: The Indian Retail Sector which continues to be one of the critical sectors of the Indian 
economy has been doing well especially in the last fifteen years with consistent and industry friendly 
policies an initiatives taken by the government, strong performance as far economic growth is 
concerned and a steady increase in consumption by the retail consumer whose consumption aspirations 
have gone up with increase in income and has raised her/his expectation from the industry in terms of 
quality of goods and services. The annual rankings of the Global Retail Development Index 2017 seem to 
be like just the right icing on the cake as far retail industry is concerned with India achieving the top 
rank in the list of 30 retail destination economies. As per the data release by Confederation of Indian 
Industry (CII) and the Ministry of Commerce, Government of India, the retail sector in India, the retail 
market in India is expected to grow from US$ 672 billion in 2017 to US$ 1.1 trillion by 2020, while the 
total consumption expenditure is projected to grow from US$ 1595 billion in 2016 to US$ 3600 billion by 
2020. These can be attributed to the Foreign Direct Investment (FDI) friendly policies of the 
government in single brand retailing (100% through automatic route) and then in multi-brand retailing 
(51%) which has attracted the attention of the global retailers, apart from other important factors like 
rise in the purchasing power of retail consumers.  One of the key changes to the FDI Policy about retail 
was the incentive given to the foreign retailer as announced by the department of industrial policy and 
promotion (DIPP) in terms of no compulsion to source from local vendors/suppliers for a period of five 
years during the first five years of its operations in India. The Cumulative FDI in retail in December 2017 
was US$ 1415 million. In the context of the growth story of retail sector, one can also see the rise in 
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number of digital buyers who having access to internet have been indulging in shopping online in recent 
years, especially after they has serious doubts regarding the security of transactions, kind of goods on 
show and time required to adapt to a virtual store in comparison to a physical brick and mortar store in 
the 1990s. Since the last 7 years or so, there is an increase in e-commerce with rise in internet 
penetration levels, number of digital buyers and the rise of e-commerce websites which have created 
digital market-space for the retail consumer armed with the power of internet and increased purchasing 
power. The government under its FDI policies has allowed 100 FDI in B-2-B E-commerce subject to 
conditions as per the FDI Circular released in August 2017 by the DIPP. All these taken together compel 
one to study the growth of e-commerce industry in India.  
 
Objectives, Scope and Limitations of Study: 

 
Objectives: The following are the major objectives of the study 
 
1. To develop a brief profile of the retail industry in India 
2. To develop an understanding of the e-commerce industry in India in terms of the definitions, 

elements and or types of e-commerce 
3. To identify factors that drive the growth of e-commerce industry in India 
 
Scope of the Study;  
The study focuses its attention on e-commerce industry in India in the retail industry in India. The study 
does not take into consideration any specific element/component of the e-commerce industry or any 
specific product/service category in the retail industry. The study is confined to review of e-commerce 
industry only in India and does not attempt to provide a global view of the same. The study is done from 
an industry perspective and does not include the perspective of a retail online consumer/customer.  
 
Limitations of the Study:  
The study suffers from the following limitations 
1. The study is based only on secondary data 
2. The study does not include opinions of the representatives of the retail and e-commerce industry 
3. No use of qualitative research techniques like depth interviews with industry experts, industrial 

entrepreneurs 
4. Literature review for the study may not be adequate 
 
Literature Review:  
The existing literature which the researcher was exposed to during the study related to e-commerce 
industry in India contained work done by several researchers on a wide variety of issues ranging from 
pros and cons of e-commerce, challenges to e-commerce/e-business in India, the consumer concerns of 
privacy, security and trust, how e-commerce has been a boon for micro, small and medium enterprises 
(MSME) with its ability to create opportunities for entrepreneurs to categories/forms of e-
commerce/application types of e-commerce.  
 
The authors in their work have also touched upon the efficacy of e-commerce to change the way 
business is done and help the manufacturers/marketers in extending their reach towards the 
customer/consumers on one hand, while lowering the search cost and presenting a wide array of goods 
and services for the consumer for her/his purchase decision-making. Moreover, the authors dealt with 
how e-commerce makes use of network technologies like the internet, email, electronic data 
interchange (EDI) and the World Wide Web (www) in facilitating the transactions between the buyer 
and the seller. Issues like lack of feel and touch, failure of payment gateways, cash on delivery being the 
preferred mode of payment, low penetration levels of internet in India were also highlighted by the 
existing literature which also highlighted factors that drive e-commerce in India. The authors in their 
work were mentioned factors like access to smartphones, higher purchasing power, increase in the 
number of online shoppers and firms offering a virtual market-place for the buyer as principle factors 
driving the growth of e-commerce in India 
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Learning’s  from Literature Review: 
 
1. E-commerce uses a variety of network technologies for economic transactions between the buyer and 

the seller. 
2. Internet penetration/access to internet, increase in purchasing power and development of different 

categories/forms of e-commerce like business to business (B2B) and business to Consumer (B2C) are 
some of the major reasons why e-commerce is emerging in the Indian retail scene. 

3. Challenges like lack of trust towards security and reliability of payment gateways, concern for privacy 
and need for physical touch and feel serve as hindrances to the development of e-commerce in India. 

 
Research Methodology:  
 
The following research methodology has been adopted for achieving the objectives of the study with 
focus on collection, analysis and combining of secondary data drawn from various relevant sources. 
Conscious effort has been made to collect secondary data relevant to the paper, compile them and 
include the view of the researcher based on his analysis of the available secondary data.  
 
1. Research Type: Qualitative 
2. Research Design: Exploratory 
3. Sources of data: Secondary  
4. Secondary Data Sources: Online sources which include information drawn from websites, reports 

from government online publications available on government level websites, reports from 
consultancy firms. [Please refer to references for more information] 

 
The Retail Industry in India: A Brief Profile:  
 
The Retail Industry in India especially the organized retailing started taking pace during early part of the 
21st century. Looking at a period between FY 2005 and FY2010, one key development that can be 
observed is the increase in the quantum/size of investments made by the organized players (corporates) 
and their foray into food and general merchandise category marking a shift from their earlier strategy of 
restricting themselves to apparel segment (before 2005). Another important development was attempt 
made by the organized retailer to achieve pan-India presence by focusing on opening retail outlets 
across top 100 cities across the country. Since 2010, investments in retailing by way of domestic and 
foreign investments have picked up pace with cumulative foreign direct investments in the retailing 
sector reaching US$ 1,145 by December 2017. The government on its part opened-up the single brand 
retailing segment to 100% FDI (through the automatic route) and then later followed it up opening-up 
the multiple-brand retailing to 51% FDI. Other key developments include increase in the number of 
private labels by retailers, several international brands entering the retailing sector and e-commerce 
emerging as one of the key segments in the retailing space.  
 
From the below figure (Figure #I) one can observe that the retailing sector has been going at compound 
annual growth rate (CAGR) of 7.74% from the between FY 2000-FY 2020. The total market size of 
retailing in India which was US$672 billion in FY 2016 is estimated to reach US$ 1.3 trillion by the FY 
2020. As mentioned earlier, one of the key developments in the retail sector has been the emergence of 
e-commerce with online segment growth recorded at 23% toUS$17.8 billion in 2017 and the revenue 
generated from online retail transactions estimated to reach US$ 60 billion by the FY2020 (Figure #II) 
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Figure I: Retailing Market Size (2000-2020) 
Source: https://www.ibef.org/download/Retail-April-20181.pdf 

 

 

 
Figure II: Revenue from Online retail in India. 

Source:  https://www.ibef.org/download/Retail-April-20181.pdf 
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Moreover, the organized retailing in India which is just 7% of the total retailing segment in FY 2016-17 is 
likely increase to 10% by FY2020-21. (Figure #III). Still a substantial part of the retailing segment is in 
the hands of unorganized players and there is huge potential for organized players to step up their levels 
of investments in the retailing segment of our economy.  
 

 

 
 

Figure III: Share of Organized trade to unorganized trade in India; 
Source:  https://www.ibef.org/download/Retail-April-20181.pdf 

 
As per research reports the food and grocery retail segment is expected to be the largest segment of 
retailing in India with a projected growth of up to 66% by the FY 2020 in comparison to other sub-
segments like footwear, pharmacy, furniture and consumer durables.  (Figure #IV) 
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Figure IV: Revenue share of retailing sub-segments in India; 
Source: https://www.ibef.org/download/Retail-April-20181.pdf 

 
 
The Emerging E-Commerce Industry in India: A Brief Overview: 

 

E-Commerce: Definitions: E-Commerce been defined by authors and organizations in different 
manner. While on one hand some outline the use of network technologies for accomplishment of 
business transactions, while others focus on outlining the categories of e-commerce. Some of the key 
definitions of Electronic/E-Commerce are as under:  
E-commerce and E-Commerce Entity/Firm in India, as per the Foreign Direct Investment Circular [FDI 
Circular as released in August 2017 by Department of Industrial Policy and Promotion (DIPP)] are 
defined as under: 
 
E-Commerce: “E-commerce means buying and selling of goods and services including digital products 
over digital & electronic network.” 
 
E-Commerce Entity: “E-commerce entity means a company incorporated under the Companies Act 
1956 or the Companies Act 2013 or a foreign company covered under section 2 (42) of the Companies 



Business Sciences International Research Journal Volume 6 Issue 2                             ISSN 2321 - 3191 

 

 
Journal Published by IMRF Journals | July 2018 Edition                                                       |    20 
 

Act, 2013 or an office, branch or agency in India as provided in section 2 (v) (iii) of FEMA 1999, owned or 
controlled by a person resident outside India and conducting the e-commerce business.” 
Consultancy firm Price Water House Coopers (PWC) in its 2014 report on E-Commerce “E-Commerce 
in India: Accelerating Growth” defined E-Commerce as under: 
 
E-Commerce: “eCommerce or electronic commerce, deals with the buying andselling of goods and 
services, or the transmitting of funds or data, over an electronic platform, mainly the internet.  These 
business transactions are categorised into either business-to-business (B2B), business-to-consumer 
(B2C), consumer-to-consumer (C2C), consumer-to-business (C2B) or the recently evolved business-to-
business-to-consumer (B2B2C). eCommerce processes are conducted using applications, such as email, 
fax, online catalogues and shopping carts, electronic data interchange (EDI), file transfer protocol and 
web services and e-newsletters to subscribers. eTravel is the most popular form of eCommerce,followed 
by eTail which essentially means selling of retail goods on the internet conducted by the B2C category.” 
 
Electronic Commerce (or E-Commerce): “Business activities conducted using electronic data 
transmission technologies such as those used on the Internet and the World Wide Web.” 

--- Gary P. Schenider 
 
E-Commerce: “Ecommerce refers to the paperless exchange of business information using electronic 
data interchange, electronic mail, electronic bulletin boards, electronic funds transfer, World Wide 
Web, and other network based technologies.” 

--- Kamlesh K Bajaj, Debjani Nag 
 
Dimensions/Elements of E-Commerce: The definitions of e-commerce as enlisted above lead to the 
following features of E-commerce 
 
1. It is the process of using the internet to facilitate purchase and sale of goods 
2. It is digital platform for exchange of value between the marketer/seller and the potential 

customer/consumer in terms of goods and services 
3. It automates the process of purchasing and selling using network- based technologies like electronic 

data interchange (EDI), Electronic Mail (E-mail), World Wide Web (WWW) for conduct of business 
transactions 

4. The major elements/categories of E-commerce include (Figure # V) 
a) Consumer Shopping on web, often called business-to-consumer (or B2C) 
b) Transactions conducted between businesses on the Web, often called business-to-business (or 

B2B) 
c) Transactions and business processes that companies, governments and other organizations 

undertake on the Internet to support selling and purchasing activities (B2G) 
d) Consumer to Consumer (C2C) which involves individual consumes buying and selling among 

themselves 
e) Consumer to Business (C2B) which involves consumers (individuals) offering goods and services 

to companies and the companies paying them 
f) Business-to Business- to-Consumer (B2B2C) 
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FigureV: Models of e-Commerce Transactions; 

Source:https://rbsa.in/archives_of_research_reports/RBSA-E-Commerce-Industry-Analysis.pdf 
 
 
E-Commerce Industry in India: A Profile 
The e-commerce industry in India has been consistently picking up pace especially in the last 10 years or 
so and is expected to acquire the position of 2

nd
 largest e-commerce market in the world by the FY2034 

overtaking United States of America (USA) in the process. It is also estimated that the Indian e-
commerce market which was valued at worth US$ 39 Billion in FY2017 will be worth US$ 200 billion by 
the FY2026 (Figure #6) 
 

Figure VI: The Indian E-Commerce Market 
Source:https://www.ibef.org/download/Ecommerce-Report-Apr-2018.pdf 
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Product/service categories/segments in the Indian E-Commerce Market: The Indian e-Commerce 
market has been dominated by electronics (47%) followed by apparel, home furnishings, baby products 
and others (Figure #VII). This is in contrast with the Indian Retailing Industry which is dominated by 
groceries and food retail. However, e-tailing or online shopping of goods is witnessing a consumer trend 
of ordering groceries online as well which explains the presence of companies like Grofers, Big Basket 
etc. Big E-commerce companies like Amazon India are now coming up with ambitious plans to offer 
groceries through their platform as well to the Indian consumer.  
 

 

 
Figure VII: E-Commerce retail market segments 

Source:https://www.ibef.org/download/Ecommerce-Report-Apr-2018.pdf 
 

International Research on e-commerce sales and share of e-commerce sales to total retail sales in India 
throw light on the fast-emerging e-commerce industry within the confines of retailing industry in India. 
(Figures # 8 & 9 respectively) 
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Figure VIII: Retail e-commerce sales in India 2016-2022 

Source: https://www.statista.com/statistics/289770/india-retail-e-commerce-sales/ 
 
Figure#VIII shows thatin FY 2016, the sale of physical goods via digital channels in India amounted to 
16.07 billion U.S. dollars in revenues, while sales are forecast to reach US$ 52.301 by FY 2022 
 

 
Figure IX: Share of e-commerce sales to retail sales in India 

Source: https://www.statista.com/statistics/379167/e-commerce-share-of-retail-sales-in-india/ 
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Figure #IX presents the fact that in FY2015 the share of e-commerce sales to total retail sales was 1.7% 
which is expected to increase up to 4.4 in FY 2019.  
 
Drivers of Growth of E-Commerce in India: The share E-commerce sales in India though as per 
graphs above (Figures # VIII & IX) may appear to be less vis-à-vis total retail sales in India, yet, it 
cannot be denied that e-commerce industry is on the rise in India with a huge potential for growth in 
the years to come. Much of this emergence can be attributed to the following factors that are apparently 
driving the e-commerce movement in India.  
 
1. Rise In The Number Of Digital Buyers: There has been observed a steady rise in the number 
of digital buyers in India (Figure #X) {who are defined as internet users who have made at least one 
purchase via any digital channel within the past year, including online, mobile and tablet purchases}. 
From 54.1 million digital buyers in FY2014 to an estimated (forecast) 329.1 million digital buyers expected 
to shop online by FY 2020, which is one of key factors contributing to the growth of e-commerce 
industry in India. 
 
 

 
 

Figure X: Number of Digital Buyers in India 
Source: https://www.statista.com/statistics/251631/number-of-digital-buyers-in-india/ 

 
2. Rise in Internet Penetration: The rise in number of digital buyers can be attributed to rise in 
internet penetration in India which in turn can be attributed to increase in smartphone penetration 
among consumers, launch and spread of 4G networks backed up by increase in purchasing power of 
consumers. (Figure #XI). From 4% in FY2007 to 35.03% in 2017 internet penetration in India has 
recorded a compound annual growth rate (CAGR) of 24.23% with urban internet penetration at 64.84% 
and rural 20.26% 
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Figure XI: Internet Penetration in India; 

Source:https://www.ibef.org/download/Ecommerce-Report-Apr-2018.pdf 
 

 
 

Figure XII: Digital Buyer Penetration in India 
Source: https://www.statista.com/statistics/261664/digital-buyer-penetration-in-india/ 
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3. Rise in the Number of Internet Users: The rise in the number of internet users can be 
attributed to increase in penetration of internet in India. As per research estimates urban India with a 
population of 444 million (2011 census) had 295 million internet users, while rural India with population 
of 906 million (2011 census) had 186 million internet users in 2017. International Research estimates puts 
the digital buyer penetration in India (Figure #XII) from 30.3% in FY2014 to estimated 70.7% in FY2020.  
Another encouraging statistic from international research points to the rising number of internet users 
in India (Figure #XIII), which puts the number of internet users second only to China with 462.12 
million users as reported in June 2017.  
 

 
 

Figure XIII: Countries with the highest number of internet users; 
Source:https://www.statista.com/statistics/262966/number-of-internet-users-in-selected-countries/ 

 
4. Attractive Foreign Direct Investment (FDI) Policy in E-Commerce: Another important 
factor in the rise of e-commerce industry in India is the conducive/favourable foreign direct investment 
policy of the government which encourages 100% foreign direct investment in “marketplace- based 
model of e-commerce” (which is defined as providing of an information technology platform by an e-
commerce entity on a digital & electronic network to act as a facilitator between buyer and seller; 
Figure #14) through the automatic route. An important guideline to be observed here is that the 
government does not permit FDI in what it calls/defines as “inventory-based model of e-commerce 
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(which is meant as an e-commerce activity where inventory of goods and services is owned by e-
commerce entity and is sold to the consumers directly, Figure #XIV). 
 
 

 
 
 

Figure XIV: E-commerce Models; 
Source:https://www.ibef.org/download/Retail-April-20181.pdf 

 
5. Government Initiatives: The Government on its part has been doing a lot in order to facilitate 
the growth of e-commerce in India, with programmes like “Digital India”, “Make in India”, “Start-up 
India”, “Skill India” and “Innovation Fund”. The Finance Ministry on its placed a ban on cash 
transactions over Rs 300,000 (US$ 4,655.1), and has come up with tax incentives for creation of a cashless 
infrastructure, thereby promoting greater usage of non-cash modes/mediums  of payments, and making 
Aadhaar-based payments more widespread in the economy. Besides, The Government recently launched 
an  e-commerce portal called “TRIFED” and an m-commerce portal called “Tribes India” which with an 
objective to enable and encourage  55,000 tribal artisans across the country to  get access to 
international markets for marketing of their products.  
 
6. Huge Potential for e-commerce in India: As per Confederation of Indian Industry and 
Ministry of Commerce e-commerce in India has a huge potential with 2.5% of the total retail market by 
FY 2016 and is expected to rise up-to 5% of the total retail market by FY2020, which augurs well for the 
e-commerce companies in India. (Figure # XV) 
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Figure XV: Online retail in proportion to Total retail in India; 
Source:https://www.ibef.org/download/Retail-April-20181.pdf 

 
Findings: The following are the key findings of the study which are enlisted as under: 
 
1. The Retail industry in India though still dominated by unorganized retail is witnessing increased 

activity from the organized retailers with an estimated share of 10% of the overall retail segment by 
FY2020 from its current share of 7% 

2. The business sub-segment in the retail industry which seems to enjoy the highest share of activity is 
the food and groceries business closely followed by the apparel sub-segment, jewellery, pharmacy, 
footwear etc 

3. The opening of single brand and multiple brand retailing to FDI subject to conditions has 
encouraged foreign direct investment in India with the total cumulative FDI in retail amounting to 
US$1145 up to 2017 since the year 2000 

4. The -Ecommerce industry is an emerging industry with a projection of reaching worth US$ 200 
billion by the FY2026 and the potential to become the second largest e-commerce industry in the 
world by FY2034 

5. E-commerce can be categorised into different types namely B2B, B2C, B2G, C2C B2B2C, market-
based model and inventory- based model of e-commerce 

6. In India, Foreign Direct Investment (FDI) is allowed only in market- based model of e-commerce to 
the extent of 100% through the automatic route 

7. The major segment of retail where e-commerce is making its presence felt are electronics, apparel 
and home-furnishings with 47%, 31% and 8% respectively 

8. The key factors/drivers encouraging the growth of e-commerce in India are namely rise in number of 
digital buyers, rise in internet penetration, rise in number of internet users, attractive foreign direct 
investment policy of the government, government initiatives ranging from “Digital India” and 
“Innovation India” to providing tax incentives for minimising usage of cash in day-to-day financial 
transactions by consumers 

9. There seems to be huge potential for e-commerce industry in India with e-commerce industry 
projected to acquire 5% share of the total retail market in India by the year 2020 

 
Conclusion: The e-commerce industry in India is still very much in its infancy when viewed in 
proportion to the retail industry in India with tremendous growth potential in the time to come. The e-
commerce industry is slowly but surely making its presence felt in the Indian retail industry in various 
sub-segments of retail business like electronics and apparel. With consistent increase in access to 
internet, there has been an increase in the number of digital buyers who have shown the willingness to 
shop online in various product/service categories and their numbers is only estimated to rise further 
with time. The right kind of investment policies of the government and implementation of schemes like 
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digital India may play a key role facilitation of the growth of e-commerce industry in India.  It may be 
concluded that the future of e-commerce industry in India is a future filled with huge scope for 
achieving success with potential to become one of the largest markets in the world.  
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