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ABSTRACT

The retail sector in India is emerging as one of the largest sectors in the economy. The
organized retail market in India is growing at a CAGR of 20-25 per cent per year. India was
ranked second in the Global Retail Development Index 2019 after China, backed by rising
middle class and rapidly growing consumer spending. As the country’s population is witnessing
a steep hike, the demand for various Fruits and Vegetables (F&V) products is also increasing at
the same pace providing sustainable income and employment in this segment. Unfortunately this
segment in the organized retail industry is facing challenges hindering the growth due to high
wastage issues and demand uncertainty. This is a novel study focused on clearing the roadblocks
in F&V segment for retail entities. This is a qualitative study which included data collection
through structured interviews with the Operation Managers of retail stores and Warehouse
Managers of Organized Retailers in Bengaluru city. Critical challenges like Low shelf life,
Uncertainty in Quality, Price Fluctuations, Seasonality, Fill-Rate issues and respective
innovative strategies to overcome such challenges were rightly identified.
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1. INTRODUCTION

This is one of the famous quotes, but do not hold good in particular to F&V segment in
retain chains. Here every penny saved is penny gained, in the operational process that will give a
sustainable growth to the retailer. Developing countries witnessed three successive waves in the
Modern Retailing take off in the time frame between early 90’s and 2000s. The countries like
China and India observed this modern retailing wave at the third. The phenomenon of
‘Supermarket Revolution’ was popularly evidenced in this phase in these large Asian developing
economies which had been metamorphosing the food retail markets, logistics and supply chain
operations in both developing countries and also poor income nations. The credibility of F&V
segment has enhanced dramatically as it is improving the sustainability and nutritional security
for the country. This is also leading to the raise in the employment opportunity nationally both in
urban and rural areas. India is the fastest growing retail industry globally.
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USD 1,824 billion is the consumption expenditure nationally in 2017 and USD 3,600

billion is the expected consumption expenditure of the country by 2020. US$ 672 billion in 2017

is the retail industry market size. It is expected to reach US$ 1,200 billion by 2021and 1,750

billion by 2026. India stands as the second largest producer in the globe with respect to F&V

segment and at par with the biggest consumer nation. Global trade of F&V sector is blossoming

with rising international demand due to rise in nutritional and dietary consciousness of the

consumers. F&YV internationally is also encountering a steep growth. The highest dietary share of

F&V is boosted by Indians in global statistics. High health consciousness nature has also

reinforcing the demand with increase in the fresh produce preferences and opting organic

products wherever possible. The vegetables contribute up to 65% of the F&V segment and rest

by the fruits. The highest share in the fruit segment is held by Banana followed by Mango and
Citrus.

India leads the production of fruits like Banana, Papaya and Mango worldwide. Major
share in vegetable market is Potato followed by Onions, Tomato and Brinjal. The Hindu Agri
Business Line report also specified that 284.74 Million tons in 2018-19 out of which 187.36
million tons of vegetables and 97.38 million tons of fruits was the production of F&V in India
and running through a persistent rise in per capita, demand and consumption aspects. This steady
growth accelerated the investments in this segment and domain inclination. Enormous
opportunities for export have emerged due to the immense production base in the country. Fruits
and Vegetables valuing of USD 1,459.93 million were exported from the country India during
2017-18. This includes USD 655.90 million fruits and USD 5181.78 million vegetables. This is
creating the trend of urbanization and rapid growth of consumerism in the country. This is
promoting eminent raise in the upper middle class and higher income households across the
nation. This development is not only persistent to India but spreading throughout developing
nations.

A study conducted by ICRIER (2008) uncovered that those unorganized retailers which
are in the vicinity of the organized retailers are experiencing decline in the volume of sales and
profits. The impact of corporate business houses led organized retailers is huge on the
unorganized segment of respective areas. The wallop is expected to be increased intensively in
the long run. However, with respect to the F&V segment- organized retail entities are extending
relatively higher benefits to the farmers connected with them. There is a paradigm shift from
traditional supply chains to the hub and spoke models and value chain models in the organized
sector which were advantageous for the farmers.
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2. THEORETICAL PROBLEM

THOMSON REUTERS

After the literature review, it was found that enormous work has been conducted in the
supply chain of F&V particularly in the unorganized sector. It is also understood that the
criticality of sustainable growth of corporate retail chain lies in the F&V efficiencies. There is
minimal work in the field of organized retail industry. It is clear from the above literature that
many authors identified the issues and challenges of F&V operations but the solutions and
strategies to administer were very less focused. With the change in times, the culture of every
business is emerging and altering. There is prominent need to understand the emerging trends in
F&YV for the retailers and all parties of supply chain to run and withstand in the dynamic business
phenomena.

3. METHODOLOGY

The main objective of this study is to analyze the current challenges faced but the F&V
segment which is hindering the retail growth. This study also evaluates the challenges and
identifies the innovative strategies crossing those roadblocks. This research was conducted
during September-December 2019.Qualitative study is conducted by employing structured
personal interviews with 16 store managers and F&V buyers, 23 floor managers and 7
warehouse managers from almost 41 various corporate retail outlets across Bangalore city
considering both super and hypermarket formats through convenience sampling method.
Fourteen structured questions were posted to the respondents regarding the challenges, wins, best
practices, strategies, reasons for losses and innovations in the F&V segment. This study
disclosed seven major challenges and strategic innovations to overcome them by developing a
conceptual framework. This information is treasure to the corporate retailers to defeat the F&V
challenges and enjoy the perks of sustainability in the market.

4. DISCUSSION AND ANALYSIS

The perspectives of various challenges and strategies were analyzed to ensure sustainable
growth in F&V. The conceptual framework as in Figurel is discussed below.

A. Low Shelf Life - Local Buyers
Adopting local buyers is the strategy of decentralization. The retail corporate chains have
a centralized phenomenon. The buying and the TOT agreements happen centrally for all
the stores in all the chain including segments like FMCG, non food, food, apparel, home
care etc. Leading retail chains like More retail Ltd, Big bazaar, Reliance etc are already
using this strategy of appointing a local buyer for each locality with respect to F&V.
These stores are engaging the local farmers and dealers for their regular supply of fruits
and vegetables. Cold logistics are not available and also not a solution in near future.
Procurement from the nearest point is a strategy to improve the shelf life of the products.
A special team with buyers, front end merchandisers, mangers and lining staff are
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appointed to lead these decentralized operations. This decentralization in the system can
give a cutting edge to retail chains. This assists to compete with local unorganized
vendors both in quality and pricing was the pattern of opinion shared by the major group
of store managers and Buyers.

Quality Uncertainty - Backward Integration.

The major source of Dietary fiber, minerals, antioxidants and essential vitamins are the
fruits and vegetables. The quality of the fruits and vegetables determine the relative
contribution of the health and wellness to the consumers.The defending strategy to
control quality in the retail chains is suggested as Backward Integration. This is an
emerging trend in operations piloting by Reliance Fresh in couple of warehouses to study
the consequences. This is an innovative strategy which can vyield certainty in the
procurement of F&V. New term coined in research as “Relationship Farming” is taking
existence. Majority of the top retail entities already entered in the contract farming
including the e-commerce entities like Bigbasket etc. for procurement of F&V. It is
believed that the growers necessarily make investments in growing, cutting and
packaging. The agreement between the farmers and the buyers (retailer) to produce and
supply F&V as per the agreed quality, quantity, grading, variety and packaging in the
time frame . To go one step ahead is backwards integration. To ensure the quality, the
retailers supply the high grade seeds and also invest in the agricultural affairs for the
assured produce. Few illustrations of backward integration include supply of high
standard vegetable seeds, advice of the F&V production, financial assistance for
operations etc. By this the retailers can vertically integrate in the channel by controlling
procurement and grading in the right time and right quality. However by vertical
integration, retailers support farmers with technology knowhow and also vouch to
purchase the produce at a relatively good rate. This will be a win-win strategy to farmers
and retailers. The retailers will not buy what farmers supply rather purchase as per their
requirement both in count and quality as discussed with F&V Buyers.

In-Store Wastages-Personnel Training

The strategy to reduce wastage can only be personnel training. F&V segment to be given
trained permanent manpower to handle the stock inside the stores. Good inhouse
conditions maintained by the store will ensure low wastage. In-house conditions include
specious F&V category, proper care for avoidance of rates or rodents and majorly
temperature control inside the store. The solution is simple but the execution is
intemperate shares a Floor Manager. He elaborated that cold water to be sprayed every
hourly on green leafy vegetables only on the leaves of the bunch but not on the bottom
portion. Bananas when held leave black marks on the fruit and ripe faster, they need to be
handled with the stem portion, Tomatoes always to be kept as the top crate while transit
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were few illustrations shares by the respondents during the research. Timely grading and
sorting is an expertise to be trained to the staff. Vegetables can be classified as hard and
soft veggies and handling should be accordingly. Shrinkage in F&V (shoplifting) will be
very high especially for fruits like grapes. Staff training is a low hanging fruit to control
instore wastage efficiently.

Fill Rate Issues-Periodical Tracking

Fill-Rate refers to the percentage of the products supplied by the vendors
(farmers/dealers) to the percentage of the products raised in the purchase order [26]. The
higher fill-rates cite the best performance of stock maintenance levels in the store
whereas lower the fill-rates mention the uncertain supply from the vendor leading to the
out of stock situations. Successful retail entities try to keep the Fill-Rate number as high
as possible for better assortment in the store. As the suppliers are unorganized, less
skilled it remains as a irrepressible challenge as explained by the respondents. To tackle
the availability crunch of products like F&V from an unorganized vendor is toilsome.
The only manner to dilute the challenge is continuous tracking of shipments vendor wise
and product wise and also sporadically. The capability of the vendors needs to be
analyzed by considering ‘Fill-Rate’ as a tool and raise purchase order accordingly.
Vendors with ideal fill-rates can be motivated by awards in regular intervals to build the
competitive spirit among the vendors and encourage higher Fill-rates as suggested by an
e-commerce buyer of F&V.

Price Fluctuations - Benchmarking Price Strategies

Fruits and vegetables prices are highly unpredictable and the prices majorly incline . This
is a national issue and retail supermarkets are not exceptional to this. Vegetable like
Tomato, Potato and Onion witness the highest spike in prices and other green vegetables
and contribute to some extent . This is an unavoidable senario as it is a macro economic
issue but the way out is only to deal in a better fashion. Benchmarking refers to
comparison and adjusting the prices in line with the competitor’s price . Continuous
benchmarking and monitoring the price situations per SKU Stock Keeping Unit) will put
the retailer in par with market conditions and create trust in the minds of the consumer as
elaborated by the majority of the store managers. This is also supported by the literature
as price is the major factor to create brand image and brand loyalty
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5. MANAGERIAL IMPLICATIONS

It has become a challenge to the operational staff of retail F&V departments to handle the
segment  my bridging the consumer needs and vendor crunches. We strongly believe that this
study will give solutions to the retailers both in organized and unorganized sectors in improving
the efficiencies of F&V handling. This is also helpful to the upcoming retail entrepreneurs to
setup their supply chain for effective F&V operations. This study ensures the fresh stock
availability in the retail store and also reduces the losses to the retailers thereby providing a
cutting edge to the retailer to lead the F&V market.

THOMSON REUTERS

6. LIMITATIONS AND FUTURE STUDY

This study focused on the antecedents of roadblocks and solutions in F&V segment with
respect to organized retail sector. This is only a conceptual study which is not sufficient to
estimate the degree of performance of the innovative strategies. This study is only conducted in
organized sector in Bangalore city. The demographic factors of the respondents can be explored
and studies like gender, age, ethnicity and relation with solutions suggested can be analyzed. The
prices and the future trends suggested are dynamic with the time period as the F&V segment is
highly price volatile in nature. In Future research can be conducted and prove the conceptual
framework in an empirical fashion. The emerging trends can be further explored with the
consumer intensions on acceptance and operational efficiencies can be captured. The profitability
of F&V with implementations of innovative strategies can also be statistically verified. In
addition a comparative study between organized and unorganized operations in F&V segment
can be evaluated.

CONCLUSION

In the organized retail format, F&V is identified as the low margin segment. This cannot
be altered as this wing is dynamic and competition is huge both from organized and unorganized
segments. Thus F&V sustainability can be achieved only by volume game. Quality, grading of
the products are other keys to growth. The roadblocks in this segment are high due to the
perishable like features of the F&V. This study analyzed the seven major challenges and minted
innovative strategies to subdue them respectively. These strategies aid the retailers to gain a
competitive edge in Indian market scenario. This study also further identified the emerging
trends as organic products, processed F&V and instant mixes which are capable to contribute
higher value to this volume game. These SKUs provide higher margins and better profits to
compete in the perfect market conditions.
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