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seeking the right value

A decade ago getting a branded footwear or apparel at 50 per cent discount arose doubts

in the minds of consumers. The stock was often comprised of store rejects and seconds. But
this phenomenon has taken a complete turn with the terminology also being changed to
value retailing. Customers are making the most of these stores offering them the best
possible deal. But, are these products really defect free and shopping experience similar to
thatavailable on the high streets? nimran dhaliwal grewal explores.

Value retail formats promises to give the consumer value for every penny they spend. Indian consumers
have become price and quality conscious and are spoilt for choices. Satisfying and catering to this new-
age consumer, companies towards the end of the season tends to have surplus stock which is neither
defect nor export reject. While the main stores stock new merchandise of the current season, the surplus
stock gives birth to this new retail format, namely value retail format. The surplus stocks are sold at
discounts ranging anywhere between 25 to 80 per cent. Stores giving round the year discounts are
becoming the much sought after shopping destinations. The new age phenomenon of 365 days discount
is gradually making its presence in the retail arena. Infact leading brands and international brands which
are not seen at the Indian store shelves ever before are being sold under one roof at a discounted rate.
The figures from analysts predict that value retailing in India to reach Rs 30,000 crore by 2012 which
works as adding a cherry to the cake.
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Understanding the Concept

Talking about the concept of value
retailing, Harish Bijoor, brand
expert and ceo, Harish Bijoor
Consults Inc. says, “The customer
and buyer is a value-seeking entity.
Particularly when the chips are
down, and when every buying
rupee is being allocated by the
consumer with care and pre-
decision, value-retailing is a format
that comes into acute focus. The
customer seeks out value-retail
outlets that offer the best-buy-
price and the best-buy-
experience.”

Value retail in many ways is the
big retail ration-shop in the
organised sector. The outlet offers
everything under its roof at a great
value. This could be in the guise of a
price-cut, an off-label, added
freebies on individual brands
purchased, added value on
discounts offered on big bill-sizes,
and more. Value retailing is about
great offers and every day low
prices (EDLP). In context to value
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retailing, J Suresh, ceo of Brands &
Retail, Arvind Brands-a division of
Arvind Ltd says, “Generally 60 per
cent of the merchandise is sold in
the current season and remainingis
sold at these value retail stores.
This stock is neither defected nor
rejected.”

Devangshu Dutta, chief
executive, Third Eyesight has a
different opinion on value retail
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format. He says, “A number of so-
called value-retail formats (not just
in India but around the world) are
the outlet for mistakes: maybe the
product was wrong, maybe it was
late, maybe the original price was
wrong, maybe too much was
ordered. All of those result in
markdowns and discounts. Value is
a polite euphemism to cover up
these mistakes. Many brands
around the world use discount
outlets as a safety valve, to remove
the pressure of mistakes and end-
of-season inventory from their
regular full price stores. In the
West, most of these outlets are in
out of town locations. In India out
of town locations would be out of
reach for customers, and therefore
discount outlets are placed in less
desirable or less visible locations
within the city. Sometimes, they
may be set up in towns which are
perceived to be unable to support a
full-price branded store. Of course,
there is a potential danger in
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seeding these smaller towns with
the discount offer because you may
risk the longer term full-price
positioning of the brand — after all,
it is quite easy to climb down the
price ladder, but extremely difficult
toclimbbackup.”

Talking about this very concept,
O.P. Gupta, ceo, Vee India Retail,
says, “It is the concept of many
bordering on the innumerable
stocking of brands at unbelievable
and attractive prices. The value
retailing format is
prevailing in India in an
organized retail formats
since 2 years.” Adding to
itand givingus aninsight
into value retailing,
Rajesh Seth, vice -
president (marketing) .
Central & Brand Factory
says, “It is a world over
fact that no company
ever sells 100 per cent
in the
season. They are able to
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sell nearly 60-70 per
cent merchandise and
thereafter the remaining 30-40 per
cent goes into the value retail
outlets.” Commenting on the
format, Jay Gupta, managing
director, The Loot shares, “Value
retailing is a type of format where
one gets branded merchandise at
discounted price. In other words,
value retailing provides great deals
for the customers who aspire for
branded products but cannot
afford its high MRP without
straining their budgets. With the
development of value retailing
consumers can now buy
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aspirational brands that do not
pinch their pockets. Value retailing
inIndiaisavery recent concept.”

Key Players

Discount stores have been present
over a decade now but in the
organized retail segment value
retailers have been a few. Namely,
the Brand Factory from Future
group, Promart from Provogue, The
Loot, Grab Store, Megamart and
newly opened Pocket stores. It is

learnt that Aditya Birla would soon
be entering into the value retail
segment as well. Remarks Bijoor,
“Just every mega retailer will want
to spawn a variant of their own.”
These stores are generally
company owned and company
operated (COCO) while Brand
Factory leases the property but is
solely company operated whereas
10 per cent of pocket stores are
COCO and 90 per cent is franchisee
owned and franchisee operated.
Megamart too has 112 stores that
are company operated and 8 which

are franchised. Pocket stores are
planning to open 256 stores in
metros and urban metros. The Loot
is presentin Tier Il and Tier lll cities.
According to Jay Gupta, “There is
tremendous potential in these
places and the concept works as
the consumers get aspirational
brands at best prices. The Loot
operates both company and
franchisee model stores. The ratio
of franchisee to company owned is
70:30”

Brand Portfolio

Most of the value retial
stores house majority of
the brands available in
the country. Sharing his
list, Gupta says, “We
have Nike,
Reebok, Zara and we
would soon be adding

Levis,

international brands like
Mango, Nine West etc.”
The agreement that
they have with the
brands is the selling
rights across all stores.
Apart from other leading brands,
Megamart has Cherokee, world's
largest value retail brand under its
brand portfolio. The Grab Store has
Nike, Adidas, Puma, Reebok, Pepe,
Levis, Wrangler, Kaapa, Bossini,
Mercedes, Redtape, ID, Spykar,
Provogue, SFJeans, League, Disney,
Lee cooper, Arrow, Lee, Nautica,
Pony, Gini & Jony, Liliput, Ruff Kids,
UCB, Parx, Park Avenue, Esprit
under its kitty. Besides Cherokee,
Megamart offers - Excalibur, Arrow,
Weekender, Lee, Colt, Bombay
Dyeing, Zapp, Flying Machine, Park



Avenue, Stori, Basics, Scullers etc.
Actuel, Welspun, Easies, Red Tape,
Eccentrics, 109°F, Expozay, Killer,
Franco Leone, Wills Lifestyle, Ruff,
Barbie, Thomas Scott are too an
impressive list of brands from The
Loot.

Strength and Weakness

Value retailing works the best
giving the consumers value for
their money and companies doing
away with the surplus stock.
Inspite of extending healthy
discounts, the players in this
segment make sure that there is no
compromise in terms of the
ambience offered along with the
customer service. Though, the only
shortcoming that these stores have
is that of having stocks which is one
season old (usually) but then
customers have no complains!

Commenting on this very aspect,
Bijoor opines that during an
economic downturn these outlets
flourish. During prosperous times,
consumers however gravitate
towards much richer formats. The
consumer starts missing the air-
conditioning, the physical allure of
the premium outlet and the range
on offer. This is when there is a
shift. In tough times however, foot-
falls are big. Adding to the
weakness of value retail format,
Suresh says, “They have to rely on
the surplus stock.” Sharing two
positive points under this category,
“Firstly, the
aspiration to own a brand and then

Seth comments,

be able to buy it. Secondly, even for
abrand, the retailersreach toanew
set of consumers through
organized channel of such value
stores.” Sharing his views on the
challenges, Gupta says, “The
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biggest challenge is sourcing the
merchandise according to the
Indian market terrains, addressing
differing locations, related
diversity, justifying expectations in
terms of pricing and choice of

customers.”

Jay Gupta opines, “The key
aspect of value retailing that drives
customers to this type of concept is
the heavy discounts which they can
avail on branded products.
Strengths of value retail format are
that it caters to all the customer
class; whether it is upper, upper
middle, or middle class. But value
retailing has to be positioned
properly to ensure that customers
are not confused with seconds and
fakes. Sometimes there might be
non-availability of a particular
size/style/product but such issues
are sorted by stacking merchandise
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