INndic

India is a federal republic consisting of 29 states. With 1.3 billion citizens, it’'s the
world’s second most populous country. The state recognises fourteen official
languages, with Hindi (spoken by 44% of the population) and English the official

languages of the federal government.

Almost 80% of the counftry’s inhabitants are Hindus
and another 14% are Muslims. The remainder are Sikhs,
Christians and adherents of smaller religions and none.
Like China and many other Asian countries, India has
grown and modernised rapidly over the last three
decades. Beginning in 1991, the Indian government
started to liberalise the economy, cutting import tariffs
(making it easier for foreigners o invest) and reducing
tfaxes, among other things. Within five years, economic
growth rose from just over 1% to 7.5%'. In the intervening
two decades, growth has consistently been over 5%,
peaking at 10.3% in 2010'. In 2017, the Indian economy
grew by 6.6%'. In 2018, the Indian Ministry of Finance
forecasts growth of 7.5%, which would make India the
world’s fastest-growing economy?.

Industry, including both manufacturing and primary
industries, accounts for 25% of GDP compared to over
55% for the service sector®. According to the Indian
Ministry of Commerce, the service sector is the main
driver of economic growth, with service exports worth
$18.7 billion in 2018-194,

The fotal value of Indian exports in 2017-18 grew by 9.8%
to $276 billion®. The service sector, the motor of Indian
growth, performed well in the first months of the year
but stalled in the autumn of 2018, with the Nikkei India
Services Business Activity Index falling from its July peak
of 54.2 points fo 51.5 points in Septembere. According
to the World Economic Forum, between 2004 and 2012
India’s middle class doubled in size to 600 million people’.
Goldman Sachs identifies the most important consumer
cohort as what it calls the “urban masses”, 129 million
Indians who are digitally well connected, have blue-
collar jolbbs and earn over $3,200 a year®,

The Indian e-commerce market

The e-commerce market in India is worth $34 billion and is
growing at a rafe of 256.9% a year®. Research by Morgan
Stanley predicts that this will rise fo $200 million by 20261,
The number of online shoppers in India is expected o pass
120 million by the end of 2018, By 2026, Morgan Stanley
expects 12% of all Indian retail sales to be made online and
the number of online shoppers to have risen to 475 million'?.,
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The most popular purchase categories are travel (16%),
clothing (10%) and electrical goods (10%)°. However,
other sectors are on the rise. A 2017 report by Google
predicts that the Indian online market for fast-moving
consumer goods (FMCG) could be worth up to $6 billion
by 2020'. Much of the next wave of e-commerce growth
is predicted fo come from Indians outside the major cities.
According to a recent study, between 2016 and 2017
the number of shoppers from provincial fowns grew by
34%, compared to just 18% for larger regional cities and
11% for major metropolises. Rural Internet connectivity,
however, is still growing at a slower rate than urban. This
is particularly true for mobile connections, which grew at
a rate of 15% last year in rural areas compared to 19% in
tfowns and cities's.

41% of all purchases are made on a mobile device?.
60% of Indian Internet users use their mobile as their
main connected device16 and 74% of smartphone users
say they have installed up to five retail apps on their
phones'. According to a 2018 report, India has over one
billion installed apps and Indians spend $400 million on
in-app purchases in a year's,

The local payment culture

The most popular way to pay for an online purchase in
India is with a payment card. Cards are used in 32% of
all online purchases?. Next most popular is e-wallets, at
26%, then bank transfers at 17% and cash at 16%°. The
remaining 9% is made up of a range of other smaller
alternative payment methods. Visa is the most popular
payment card, with a 47% market share®. Mastercard
has 29% and American Express 2%. The remaining 22% is
made up of cards issued by local schemes.
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Enabling and limiting factors

79.9% of Indians have a bank account and 3% have
a credit card?. If you intend fo ftarget anyone outside
the 2% with a disposable income of more than $11,000
a year, whom Goldman Sachs refers to as the “urban
middle” (mainly made up of government employees,
small-business owners and graduate professionals), you
will need to support alternative payment methods. Given
the importance of mobile access, your store should also
be optimised for mobile. The latest figures show Android as
the overwhelmingly dominant OS, with a 68% market share.
Apple’siOs, by comparison, has just 2% of the market'?.

Infernet penetration stands at 30% and 30% of the
population has an Internet-capable smartphone’.
There is a sharp divide in access between rural and
urban communities. A study by the Infernet and Mobile
Associafion of India (IAMAI) found that the average
Internet penetration rate outside the cities is just 20%,
compared to 65% in urban areas®. There are however,
signs of hope. A report by Boston Consulting predicts that
50% of the growth in Internet penetration over the next
three to four years will be the result of rural Indians getting
online™,

Conclusion

India is a massive market with huge potential for
expanding merchants. But it is also challenging. Outside
of the main cities, infrastructure is of variable quality. Most
Indians rely entirely on their mobile devices for Internet
access, so merchants must take this into account when
setting a strategy. Equally, local tastes often differ notably
from international norms. For instance, 40% of Indians are
vegetarians?, compared 1o just 2% of Americans?'.
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