
This paper tries to study that large format retailing and the entry of Foreign Direct Investment (FDI) will bring many 
good things with it, but we must also be cognizant of the harm it will also do with analysis of international experiences. 
With introduction of FDI in retail and multi brand, we are preparing to embark on a policy that will displace tens of 
thousands of retailers, if not millions. It's true that some new jobs will be created, but this will be at the cost of 
thousands more that will be lost. One can also notice that adverse effect of FDI in multi brand retail in India by citing 
the example of its impact in other developing countries with similar circumstances. Empirical study of other 
countries reveals that FDI in retail has negative impact on economy, employment, agriculture etc. There has been 
losses in economy, employment, livelihood, environment etc. due to FDI and its allied activities. 
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Retailing in India is one of the pillars of its economy and accounts for 14 to 15 percent of its GDP. The Indian retail 
market is estimated to be US$450bn and one of the top five retail markets in the world by economic value. India is one of the 
fastest growing retail market in the world, with 1.2 billion people (FICCI, 2012).

India's retailing industry is essentially owner manned small shops. In 2010, larger format convenience stores and 
supermarkets accounted for about 4 percent of the industry, and these were present only in large urban centres. India's 
retail and logistics industry employs about 40 million Indians which accounts for about 3.3% of Indian population 
(Economic Survey, 2011-12; National Sample Survey Office, 2012).

Until 2011, Indian central government denied foreign direct investment (FDI) in multi-brand retail, forbidding 
foreign groups from any ownership in supermarkets, convenience stores or any retail outlets (Chakravarthy, 2005). Even 
single-brand retail was limited to 51% ownership and a bureaucratic process.

In January 2012, India approved reforms for single-brand stores welcoming anyone in the world to innovate in 
Indian retail market with 100% ownership, but imposed the requirement that the single brand retailer source 30 percent of 
its goods from India (Asian Development Bank, 2004). Indian government continues the hold on retail reforms for multi-
brand stores.

In June 2012, IKEA announced it has applied for permission to invest $1.9 billion in India and set up 25 retail stores. 
Fitch believes that the 30 percent requirement is likely to significantly delay if not prevent most single brand majors from 
Europe, USA and Japan from opening stores and creating associated jobs in India(Arabi, 2005).

On 7 December 2012, the Government of India allowed 51% FDI in multi-brand retail in India. The Feds managed to 
get the approval of multi-brand retail in the parliament despite heavy uproar from the opposition. Some states will allow 
foreign supermarkets like Walmart, Tesco and Carrefour to open while other states will not (Wikipedia, 2013).
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