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Foreword

Retail is one of the fastest growing sectors inidndHowever, tis sector is highly
regulated and is one of the fan which restrictionson foreign direct investme still
exist ICRIER has conducted a series of studielndia’s retail sector, focusing on tt
reforms required to modernise the se. This paper is in continuation this strand of
ICRIER’s research.

The paper highlightgshe positive impact of the growth in sportetaiing on the
expansion of manufacturing capacities in the sedbe paper argues in favour of
holistic policy approach to devel« the sports sectan India. Based on a prima
survey, it recommendgarious reform measures, whighll not only benefit the spori
retail sector, but also itmanufacturing. The pier poins out that rather than rest
foreign direct investmenin retail, the country should come up with appropr
regulations that will aiw the retail sector be modernisedithout having an advers
impact on the selérganise sector. Such a wimin policy is both possible ar

feasible.

(Rajiv Kumar)
Director and Chief Executi

June 29, 2010



Abstract

Sports retail is a small but fast growing segmédmhodern retail in India. Recently, the
country has been hosting many international spamth this has given a boost to this
sector. Many foreign and domestic corporate @taihave entered sports retail. Sports
goods manufacturing is a focus area in the Foré&rgude Policy (2009-2014) and the
government is taking a fresh look at the curremeifn direct investment policy in
retail.

In the above context, this paper provides an oeenaf the sports retail sector in India.
Specifically, it presents the different retail fats, consumer profile, retailers’ supply
chain and sourcing. It also examines the retailspuatts policies and their implications
for this segment of retail, analyses the barriacedl by this sector and suggests policy
reforms.

The study found that the policy of allowing 51 gent FDI in the single-brand format
has not benefited this sector. The FDI ban on Alw#ind retail is not an entry barrier
since foreign retailers can establish their presancindia through other routes. The
study found that since this is a niche segmenetily FDI would not have an adverse
impact on traditional retailers. It concludes tgavernment should allow 51 per cent
FDI in multi-brand sports retail. This will increassourcing from India, lead to
diffusion of technology, proliferation of brandspvestment in sports and sports
promotion, among others.

JEL Classification: C 83, L67, L81, L83, L88
Keywords: Retail, Sports, Government Policy, Trade, Consutgvey
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Introduction

There is no formal definition of sports. It can Aegame, a fitness activity or an
organised competitive sport. Competitive sports governed by a set of rules often
designed by national or international sports orgmions. Sports can also be a
recreational activity. The same sport can be plaagd competitive sport or a fitness
activity (for instance, swimming or cycling). Diflent people treat sports differently.
For some, it is a profession, while for most ijust a means of recreation and staying
fit. Sports can be an indoor activity or an outdactivity. It can be a team activity (for
example, cricket and hockey) or an individual attifor example, squash). While
most sports are associated with some form of phlsictivity, there are some sports,
like chess, which do not need strenuous physidaligc Globally, there are a large
number of sports, and each can be played in melfggimats. For example, volleyball
can be played on court, grass, or beach. Similarigket can be played in the one-day,
test match and twenty-over formats. Some sportse heaceived international
recognition while others can be country specifegional and even local, played by a
limited number of people. The recognition of spoits classification and formats may
vary across countries.

All sports require some kind of infrastructure, ke requirements vary across
different sports. For example, team sports liketbath, cricket and hockey require
stadiums while chess can be played in a room withessboard. Similarly, all sports
require some sports product. For instance, a peraorstay fit by running for which he
needs a running shoe or by skipping for which the requirement of skipping rope.
Sports like cricket, hockey and tennis require pou@nt like bat, balls, kneepads,
specialised shoes and racquets. Some sports li@tisg and motor racing require
sophisticated infrastructure and technology-origntexpensive equipment while
equipment for sports like cricket, badminton anthte are available at all price ranges
and are easier to purchase and store. Overtimessatl sports, equipment has become
more sophisticated. For instance, lightweight metidks have now replaced the
wooden hockey sticks. In the past, many sportspegeint/goods were unbranded, but
with increased sophistication and research andlogwveent, branding and specialised
equipment manufacturers have emerged. Proliferaifdorands and specialisation in
manufacturing has led to the growth of sports pecbdetailing.

Sports retail is a niche segment of retail. It geltg refers to retail sale of sports
goods/equipment, apparel, shoes and accessorieh (@8 sunglasses, watches,
headband etc).Sports retailers can be multi-brand retailersingls-brand retailers,
they can sell products for a specific sport or céabemultiple sports. For instance,
Reebok sells products for a number of sports inntpébotball, rugby and tennis while
Nordica (Italy) specialise in footwear, equipmentl accessories (jackets, gloves, etc.)
for a single sport — skiing. They can cater tdhaiconsumers (like in the case of racing

! Retail of sports products refers to retail salegdipment, apparel, shoes and accessories.
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cars) or a large number of consumers (as is the fas a tennis racquet). The
consumers of sports products can be bulk consutitersgovernment, federations,
schools, and academies and individual consumemstsSproducts can also be used as a
casual wear or a lifestyle product (for instanceReebok t-shirt). Sports retailers
generally decide how they would position their prog. For instance, the German
company Puma AG Rudolf Dassler Sport (brand Purag)plositioned itself as a sports
and lifestyle company that specialises in footwagparel and equipment for a number
of sports including athletics, football, golf, $ag and motor sports.

Government policies, federations, sourcing by latggyers such as clubs and
academies, and individual consumer drives thelnetarket for sports in any country.
The retail market is also influenced by the leviekports participation, passion for a
specific sport, availability of infrastructure, tkeuntry’s topography and climate. In
many countries, government closely monitors thetsgector and play a key role in its
development. This is because the development o$bets sector is closely linked to
the economic development of the country, improvenierpublic health and human
capital formation. It helps to bring different coranities together and reduce regional
disparities. It also enables a country to maintaiternational peace and promotes
cordial international relations through internatbsports eventslt can have a long-
lasting positive impact on development of poor ¢daea through various linkages like
the growth of the tourism sector.

Government policy can lead to increase in sportdgigyaation, awareness, and
availability of infrastructure and training faciés. In countries like China, Australia
and India, the government is responsible for deuietp sports infrastructure. In China
and Australia, the sports sector got a boost dumtalucive government policies. For
instance, in China, the government adopted “Phlyditzalth Law of the People's
Republic of China” in 1995, which aimed to builéports and health-building service
system for the general public. Prior to the 199B®& sports sector in China was
completely government funded but it has now beaparatised. This has helped to
professionalise sports and improve the sports enment in China. In Australia, the
government’s focus on sports development was didyeAustralia’s poor performance
in the 1976 Montreal Olympic Games. The governnedpted a policy ofUsing
sport to build healthy and active communitiesid commissioned various studies.
Despite political resistance, a governing bodyechlihe Australian Institute of Sports
(AIS) was established in 1981 for focused infrastite development to facilitate the
development and training of Australian sportspessém 1989, the government decided
to form the Australian Sports Commission (ASC) amerge it with the AIS to ensure
holistic development. The ASC is one of the mostivacglobal institutions in
promoting sports at the grassroots level and innitrg and development of
sportspersons.

2 There is a significant amount of literature onrsp@nd its linkages with tourism, peace, etc. For
instance, for the role of sports in peace and dgweént, see Schwery, R. (2003); for the role oftspo
in tourism, see Ritchie W. Brent and Daryl Adai®@2). Also see UNOSDP (2007).

2



Most countries have a sports associations or fédesathat are responsible for

promoting and developing different sports. Thesgefations work closely with the

government to develop infrastructure, administratitraining facilities, management

and participation of sportspersons in internatienadnts. They are also responsible for
procuring equipment. At the global level, there angernational federations for

different sports that not only set the standard$ ahes of the game but also have
specific criteria for recognising sports equipmer¢derations of different countries

work closely with their respective internationadiéeations.

With the privatisation and commercialisation of gppsports clubs, academies, teams,
etc. are now owned by the private sector. They plagey role in the promotion,
training and marketing of sports. They also comtebto the development of sports
infrastructure, and play a crucial role in selegtaports equipment.

Peoples’ passion for sports, their level of pgpation and their willingness to pay for

sports products influences the sports retail marketeach country, certain sports

dominate. These sports have huge fan followingsthisddrives the market for sports

products and accessories. For instance, in Indiket is the most popular sport; in the

United States (US), it is American football, batleditand baseball; in Canada, it is ice
hockey; in Germany, it is soccer; and in Italysifootball and water polo. The retail of

sports products is closely related to the statusmomotion of sports in a particular

country. Not all sports receive the same leveliefvership or advertisement revenue.
For instance, in India, cricket receives high atlsement revenue compared to sports
like swimming.

The availability of sports infrastructure affectarficipation. If indoor and heated
swimming pools are not available, swimming beconseseasonal activity. The
topography of a country also influences sports igp#gtion. For instance, in
Switzerland and northern Italy, people participateskiing while in southern ltaly,
water sports are common.

A sports company (whether a retailer, brand or rfaturer) exploring the global
market, therefore, needs to know its market, andrient its products and strategies
and customise its products to meet consumer prefese For instance, brands like
Reebok and Nike have modified their global straj@égyndia, they sponsor cricket and
retail cricket equipment, clothing and accessoflé®Ry also have to work closely with
the government and federations for equipment/ggodsurement, event sponsorship,
etc. They liaise with international federationsget their products/brands recognised
and for global reach. Within a country, they cotoatle with national federations (who
follow international norms) to get their productsifids approved. They also work
closely with individual sportspersons and privaporss clubs and associations to
popularise and market their products. Further,cibresumer base of sports retailers is
specialised because they are generally the yoymmmulation. Hence, sports retailers
may have to work with consumers through schooldeges, etc.

3



This paper provides an overview of the sport retaittor in India, highlighting the
opportunities and constraints for sports retail&gorts retail is not a new sector in
India but its formats have changed with the devalept of modern/corporate retail in
India. Many large Indian corporates and foreignndeahave entered into this niche
segment of retail. The Indian government is explpthe possibilities of allowing FDI
(foreign direct investment) in multi-brand retail sports. India is hosting a series of
international sporting events, which are likelybimost the retail market. Many foreign
retailers have shown interest in entering the Imdizarket. This paper analyses the
sports retail sector in India against this backdrop

The structure of the paper is as follows. Sectiqgurdvides an overview of the global
sports sector, focusing on the growing retail merk8ection 2 presents an overview of
the sports retail sector in India focusing on rédeends and developments. Section 3
describes the role of government and federatiorts aaralyses government policies
relating to development of sports and retail. #oatliscusses the government policy
related to sports product manufacturing since thfuences a retailer's sourcing
decisions. India’s international policies relatitogsports and sports product retail and
its implications are also analysed. Section 4 dises government procurement,
procurement by federation and purchases by clubkspos, academies etc., that
constitute the bulk of purchase of sports produSection 5 examines the status of
different sports in India. Section 6 provides thevey analysis of the sports retail
sector in India, focusing on differences betweaditronal and modern retailers, how
they work with manufacturers, the distribution chand the consumers. Section 7
discusses the constraints faced by retailers amtio8e8 suggests policy reforms,
which will enable the sector to grow, enhance potigity and efficiency and, in turn,
benefit the economy as a whole. Section 9 discusded retailers should do to
improve their productivity and global competitivese Section 10 draws the main
conclusions.

1. Global Sports Sector

This section discusses the contribution of spartgross domestic product (GDP),
employment and its linkages to other sectors ofeitnomy. It also presents the size
and growth of the global sports product market highlights the changes that have
taken place after the global slowdown.

There are few official studies on the global spedstor and it is difficult to estimate
the size of the industry, its contribution to GDRlamployment. Moreover, available
statistics are outdated, which makes it difficaltanalyse recent developments in the
sports sector. Most research in this segment isdbas tracking consumer profiles and
discussions with industry experts.

In most countries, the contribution of the spodstsr to the GDP is small and usually
less than five per cent of the GDP. In 2005, thartspindustry contributed about 3.7

4



per cent of GDP in the European Union (EU), buthie United Kingdom (UK), it was
only two per cent, which shows the variations witBlU member statesin the US, it
contributed around 3.35 per cent; in Japan, théribomtion was around 3.89 per cent
and in Korea, it was 2.3 per cent in 2006.developing countries such as China and in
developed countries such as Canada, it accountexlip1 per cent of the GDP.

The sports sector is labour-intensive and contegignificantly to employment — both
direct and indirect. For instance, in the EU in 208bout 15 million people were
employed in the sports industry, representing dixex per cent of the EU labour
market® In 2005, the sports industry employed two per agnthe UK workforce
(around 576,000 peoplé)lthough it is a large employer, a bulk of the éayment in
the sports sector is seasonal, part-time or voltyniéhe retail sector in most countries
is also a large employer. It contributes to ovepé&d cent of employment in the US and
around six per cent in India. In the US, in 2008wt 50,200 and 244,600 respectively
were working in the wholesale trade and retailestasf sports goodsin Hong Kong,
sports-related activities directly employed appmaately 61,300 persons (1.9 per cent
of total employment) in 2000.Retail also contributes significantly to part-time
employment.

Although the size of the sports induspgr seor its contribution to GDP may not be
large, the sector has strong linkages with othetose and has multiplier effects on the
development of these sectors. The linkages betsperts and the tourism industry are
well known. Tourism in Switzerland has been helpgdhe fact that it is an important
skiing destination and developing countries arigryo promote their tourism sectbr
through sports; for instance, Malaysia is beingeligyed as a golfing destination. In
the audiovisual sector, a major portion of reveooimes from the sports sector through
dedicated sports channels and sports magazinesativatrtise and promote sports
goods. The sports industry is also linked to thshifan industry; Reebok has a line of
shoes designed by the designer Rolland Berry (W8 )falidas has a range of shoes for
women designed by the English fashion designerllaStdcCartney. The sports
industry is also linked to the food and beveragesistry; the football club Manchester
United has tied up with restaurant chains and aperafés, where they showcase
football matches and retail Manchester United memdrse.

The development of sports affects the economy lerotvays as well. It can lead to
infrastructure development. For the 2008 Olympit®BEijing, a total of 280 billion

*Transparency International (2009) andttp://www.keablog.com/2008/03/towards-a-europ.fRtml
cid=6a00d8341c034a53ef012875ddb040970c¢

“The Development of Asian Sport Industry’, Philijn€hg, National Taiwan Normal University, Taipei,
Taiwan.

°Nana, Ganesh, Kel Sanderson and Mark Goodchild2j200

® Transparency International (2009)

7 http://www.sportactivensa.co.uk/regions/yorkshineiber/sportfitness.ashx

8 http://www.plunkettresearch.com/Industries/SpogstSs Trends/tabid/274/Default.aspx

° Nana, Ganesh, Kel Sanderson and Mark Goodchila220

19 Ritchie W Brent and Daryl Adair (2004)




Yuan ($40.9 billion) was spent between 2001 and7260 infrastructure projects
including transport, water supply, environment andrgy. At the national level, sports
and physical education contribute to economic amcia growth, improves public
health and bring different communities together. tAe global level, it helps to
maintain international peace and promotes cordiarnational relations through
international sporting events.

The global demand for sports goods is driven byrtspapparel, which constitutes
around 50 per cent of the total demand. The remgimionsists of footwear and
equipment. According to the Sports Goods Exportnftocon Council of India
(SGEPC), the size of the global sports market asxd from $267 billion in 2006 to
$278.4 billion in 2007, growing at the rate of fquer cent (Table 1.1). According to
another study® worldwide sales of sports equipment, apparel aodwfear was $284
billion in 2008. While the numbers vary, most saglishow that the industry was
growing at the rate of four per cent before theenéaylobal slowdown. The largest
market for sports products is the US, which accedmt around one-third of the global
market. However, the fastest growing markets aeeMiddle East and Africa. Asian
countries have a higher growth rate than the glabatage (Table 1.1).

Table 1.1: Growth Rate of Global Sports Industry h 2007
(in per cent)

Total Sports Sports  |Sports-related

sports footwear apparel equipment
World 4 5 4 2
Americas 4 3 4 3
Europe 1 4 1 0
Middle East and Africa] 14 15 15 12
Asia 6 8 7 3

Source: SGEPC (2008).

Although Asian countries like China and India haviarge population base, the sports
market in Asia is currently less than 25 per c&he per capita consumption of sports
goods in developing countries is low for three oess first, the per capita purchasing
power is lower than that in developed countriegsped, sports is treated as a luxury
commodity; and, third, the government’s prioritytasprovide basic necessities, such as
infrastructure, water and sanitation, healthcarkettucation rather to develop sports.

The world’s major exporters of sports equipmenpaapl, shoes and accessories are
China, Hong Kong, France, Italy, Germany and the &8 the major importers are the
US, Japan, Germany, France, the UK, Italy, CanauhHong Kong* Developing

1 http://en.rian.ru/sports/20080804/115653567.html

12 Schwery R. (2003).

13 http://www.npd.com/press/releases/press_090701.html
14 Andreff and Andreff (2007).




countries like India and China have now become ntamd production hubs for
companies from developed countries.

Like other industries, the sports industry has leféected by the global slowdown. As
shown in Table 1.2, developed countries like the &6l the European countries
experienced a negative growth rate. In contrasieldping countries like India and
China experienced a positive growth rate for sdveasons. First, both countries have
been organising major sports events since 20088¢#ieg Olympics, 2008 in China;
Commonwealth Youth Games, 2008, Commonwealth Gad@d€) and Men’s Hockey
World Cup, 2010 in India). Second, both countriasenunsaturated domestic markets,
a growing middle class and a young population anglseen an increase in per capita
income which has increased purchasing power. Withwimg health and fithess
awareness in developing countries, the market itoreds-related sports, such as
running, walking, swimming and cycling has increhdeading to higher demand for
sports apparel and shoes.

Table 1.2: Growth Rate of Global Sports Industry h 2008
(in per cent)

Total Sports Sports Sports

sports footwear apparel equipment
World 0 0 -1 0
Americas -1 -3 0 -3
Europe -1 0 -4 1
Middle East and 7 8 6 6
Africa
Asia 4 4 1 4

Source: http://www.npd.com/press/releases/press/@RAtmI

Developed country markets are large but they aténgesaturated, while developing
country markets are small but growing. This hasaetéd sports retailers from
developed countries to the growing markets of Irahd China; they not only source
products from these countries but are also tryingnter and establish a presence in the
domestic market. In fact, due to pressure fromifpreetailers, the Indian government
announced partial FDI liberalisation in 2006 anits accession to the World Trade
Organisation (WTO), China relaxed its FDI policy.

However, the global slowdown has changed the smiat¥While some companies have
slowed their expansion plans in new markets dulwer domestic demand and the
credit crunch, other companies are looking at edpantheir presence in developing
countries to mitigate risk. Retailers and departnséores are choosing private laBgls

(which are cheaper than other branded products),n@nufacturers and retailers are

15 Private labels are retailers’ own brands.



trying to tap neglected consumer segments like wonidhe sector is withessing
consolidation through mergers and acquisitions #m concept of branding and
corporate sponsorship is increasing. Technologynmade it possible to deliver sports
news/events etc. through various platforms (mophenes, television, the internet,
etc.). Sports retail in India has to be studiedrajahis backdrop.

2. Overview of the Sports Retail Sector in India

With the high growth of the domestic markeh India and recession in major sports
markets such as the US and EU, global retailerdragidn manufacturers are focusing
on the Indian market. Indian corporates who hav&ured into retail in recent years
have also diversified into sports retail. This getdiscusses the changes in the Indian
market and the factors contributing to these change

Sports retail is a niche retail segment in Indid ahpresent, the sports retail market is
small. There are no official estimates of the tothil market and estimates given by
different consultancy organisations vary. Accordin@ne estimate, the total size of the
Indian retail market was $372 billion in 2008, ofiieh sports retail was around three
per cent. However, its share in organised retad amund 10 per ceht.Estimates of
the sports goods/equipment manufacturing industrgviailable from SGEPC, which
shows that the industry has been growing at arageeainnual rate of around 10-12 per
cent in the past five years. Over the years, Ihdia developed as a sourcing hub for
sports goods and the focus of the manufacturingpsbeas been on exports.

The size of the domestic market is small becaud@rnsociety is education-oriented
and sports are treated as a distraction from eucaBports are still not treated as a
means of livelihood; instead, it is still considér@ source of entertainment. This has
led to low sports participation levels. There atber barriers such as the non-
availability of infrastructure and the inability tpay for facilities and buy sports

products.

However, of late, Indians are spending more ontspgods. Although sports are still
treated as a recreational activity, recreationaisamption in India is growing. It is
projected to grow at the rate of 8.9 per cent pgwan from $1 billion in 2005 to $6
billion in 2025 (Figure 2.1). With an increase nmtomes, there has been a decline in
the consumption of food and basic necessities, #@nddia continues with its high
growth rate, recreational spending will grow.

1% India has one of the fastest GDP growth ratesiénwiorld. According to Economic Survey of India
(2009-10), GDP growth was 7.2 per cent in 2009tth®;economy is likely to grow at the rate of 8.5
per cent in 2010-11 and reach a growth rate ofrTget by 2011-12.

7 «Update: India Consumer & Retail”, Technopak, Retry 2009.
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Figure 2.1: Annual Spending on Recreational Produs and Services
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The growing awareness of the urban middle and mgbme population about fitness
has indirectly boosted this sector. With the inseem levels of education, international
travel and exposure through cable television, tiermet, etc., Indian consumers are
becoming more health-conscious as is evident frben growing number of health
clubs, gymnasiums and fitness centres. With globtdgration, the culture of the
workplace is changing; many Information Technolo@y) and multinational
companies have in-house gymnasiums or sponsoreahgtoyees for fitness activities
like gymnasiums, golf, and yoga. Further, Indiahsting a series of international
sports events, which is likely to boost the indpstnd increase sports awareness. In
addition to this, sports promotion, training andrastructure and exports of sports
goods are now focus areas for the Indian government

There are other factors that have contributed ¢ogtiowth of sports retail. Prior to the
liberalisation of the 1990s, the main support fadidn sports used to come from public
sector organisations such as the Ministry of RaisyaAir India and Indian Airlines,
and the Indian Defence Services, especially aftéiah industries were nationalised in
the 1960s. There were only a few private spon$&es the Tata Group. These
organisations reserved jobs for sportspersons emdded training and other facilities.
Post-liberalisation, private sector participatiom $ports promotion, training and
infrastructure has increased. The entry of the gpeivsector has led to the
commercialisation of sports. Federations such asBibard of Control for Cricket in
India (BCCI) have been working closely with thevate sector for team ownership,
team and event sponsorship, etc. Private partioipés increased the retail market for
sports. For instance, private team owners of thikaim Premium League (IPL) in
cricket have contracted the team apparel to brdikdsReebok, Nike, Adidas and
Puma. This has increased retail sales.



A large number of sports are now being played gidrand this has increased retail
opportunities. In the past, royalty and wealthyiang played sports like golf and
cricket, but the involvement of the general pubhcthese sports was limited. At
present, cricket is a common man’s game and a langeer of people working in the
corporate sector play golf. This has increased niaeket for sports retail in these
segments.

India is among the largest sports goods manufastumeéAsia after countries like China
and Japan. Although its share in global trade Ig around one per cent, it is a niche
player in manufacturing. For instance, inflated$ptoduced in India are largely hand-
stitched and, therefore, have better bounce thamidgchine-stitched balls from China;
this gives them an advantage over China in EuropeaRkets where hand-stitched balls
are preferred.

The country has a comparative advantage in low-csisled manpower vis-a-vis
developed countries like the US and Italy, whichl#es it to produce sports goods of
international standards at a lower cost. Globahtisasuch as Reebok, Adidas, Puma,
Wilson and Yonex are sourcing their products frordid. Retailers entering the sports
segment can source many products from the donastiket.

The Indian retail sector is undergoing liberalisatand the sports retail sector has been
a part of this change. The retail formats in spbage changed in the post-1991 period.
Earlier, sports equipment and toys were sold thmotemily-owned, single-shop
outlets, sports apparel was sold by apparel resaded shoes by footwear retailers.
Hardly any outlets provided sports apparel, shegsipment and accessories under one
roof. After 1995, the retail industry in India umdent massive changes, moving from
family-owned, one-shop businesses to corporatd.rétas has affected sports retail. A
large number of Indian corporates such as the Eu@moup and Reliance Retalil
Limited have entered sports retail and some famiyred businesses have grown from
a single shop to multiple outlets.

With the growth of modern retail, foreign brandséantered the Indian market. The
proliferation of brands has increased brand-comsciess and Indian consumers are
now more inclined to buy branded products. Thisdiasen further impetus to modern
stores. Although FDI is not allowed in multi branetailing, foreign players have
entered the market through different routes suchviaglesale cash-and-carry, local
manufacturing, test marketing, single-brand regad franchising. A number of foreign
brands can be seen in India in exclusive brandddtepdepartment stores, multi-brand
sports outlets and factory outlets among others.

There are a number of studies on the retail séetimdia® but they do not specifically
examine sports retail. Moreover, there are onlgw $tudies on the sports sector in

18 These include studies like Mukherjee, A. and NteP&005), Joseph, M. and N. Soundararajan
(2009), Images (2009), and studies conducted bgnisgtions like Technopak (2009), AT Kearney
etc.
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India® It is also extremely difficult to get secondamta on this sector. Many sports
retailers club their products with gifts, toys agmtertainment, which make it difficult
to estimate the size of the market. Others tendlub sports products with lifestyle
products or casual wear.

To understand the sports market in India and spetil in particular, a primary

survey was conducted by the Indian Council for Regde on International Economic
Relations (ICRIER). It covered consumers, retailesholesalers, manufacturers,
distributors, exporters, importers, foreign brandslustry experts, Indian corporates,
industry associations, export and import assoaatiand federations and the
government (centre, state and local). In addititen in-depth interviews were

conducted for a deeper understanding of the seutdrcurrent issues. The survey
focused on different aspects of retail. More pmgisit covered the government
policies affecting this sector, large buyers (goweent, federations, etc.), retail
formats, consumer behaviour, retailer's sourcimgwgh potential and the constraints
that retailers’ face among others.

The survey was based on semi-structured questi@snand was conducted in 11
cities, namely Delhi, Mumbai, Kolkata, Chennai, BurBangalore, Hyderabad,

Bhubaneswar, Agra, Meerut and Surat. Separate igneatres were designed for

consumers, large/corporate retailers, manufacturer®lesale/distributors/exporters,

importers, federations, government, etc. to gdedsht perspectives on the sector. The
sampling framework is given in Table 2.1. Informatiwas collected through repeated
on-site visits and each interview lasted for aroandour.

Table 2.1: Sampling Frame

Type Number
Consumers 200
Large retailers 25
Small retailers 33
Manufacturers 35
Distributors/Wholesalers 22
Importers 5
Government (different ministries, customs and sgateernments) 9
Federations 8
Associations (industry, export, import) 20
Logistics and other supply chain companies 4
In-depth interviews (including case studies of sielé companies, 10
sector experts, corporate sponsors, sportsperstmp,

Total 371

¥ For instance, from Fry Zet. al (2008).
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3. Government, Federations and the Policy Framewar

Sports retail requires close co-ordination withguownent and federations. It is affected
by government policies, not only in the retail sediut also in sports and allied sectors
like manufacturing. In this context, this sectiascdisses the role of the government in
sports, sports product manufacturing and retatldo provides an analysis of policies
relating to sports, the retail sector and sportsdpet manufacturing. It analyses

government’s international policies, how are thiekdd to domestic policies and its

implications for sports retail.

3.1 Governance Structure
3.1.1 Sports

Under the Constitution of India, “sports” is in tate list along with entertainment
and amusement. Thus, the responsibility for devetppports primarily lies with each

state government. This state-level focus on spiltsvs the development of sports at
the grassroots level; each state/region has itsia@ation and this heterogeneity can
be maintained only by targeting sports at the dtatel. However, by clubbing sports
with entertainment and amusement, it is treated &ssure/voluntary activity and a

serious focus on this sector is lacking.

The role of the central government is limited tarpling and providing infrastructure.
At the centre, the Ministry of Youth Affairs and @fs is the apex body, which designs
sports policies. The structure of this ministrygisen in Figure 3.1.1.1. Under this
ministry, the SAIl (Sports Authority of India) contte various activities including

training, managing players, organising tournameets, It is solely responsible for

procuring sports goods from local manufacturerssgindia.

Figure 3.1.1.1: Structure of the Ministry of Youth Affairs and Sports

Ministry of Youth
Affairs and Sports
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Departmentof | Department of
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(SAI) d Agency
J
Laxmibai National > National Dope Testing
University of PE, Gwalior Laboratory

Source: Compiled by the authors.
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In addition, there are autonomous institutions urlde Ministry of Youth Affairs and
Sports, such as the Indian Olympic Association (J&Ad the Board of Control for
Cricket in India (BCCIl). They work directly with #ir respective international
federations/organisations and run parallel to tedepartments under this ministry.
IOA is affiliated to the International Olympic Conittee (IOC), and is the governing
body for 64 federatior. It covers almost all major sports except crickehjch is
governed by the BCCH. It is divided into national sports federationsafthave voting
rights in the IOA) and recognised sports federatigmo voting rights in the IOA).
Generally, the relatively active federations comear the national sports federations,
whereas the dormant ones are under the recogngeds sfederations. All these
federations are affiliated, in turn, to their resjpee international sports federations (see
Figure 3.1.1.2). State-level federations respoaditnl organising state-level events and
activities are members of the national federations.

Figure 3.1.1.2: Structure of Sports Federations imndia

-
International Olympic International Cricket Council
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[ Indian Olympic Association J (BCCI)
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State Level State Olympic
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Source: Compiled by the authors

Among other central government bodies, the Plan@liagimission plays an important
role in allocating funds to different states foodp activities. At the state level, various
ministries govern state-level tournaments, acésitand events.

2 For the complete list of federations, sagw.olympic.ind.in

%l The BCCI was established in 1928 as the singlimait governing body for cricket in India and is
affiliated to the ICC (International Cricket Coulcilt has 27 state associations across five zones
under its umbrella, which co-ordinate state-levdivities such as state-level tournaments and team
selections. The BCEl is the richest cricket board in the world and i® @f the most successful
federations in roping in manufacturers and retgilefr sports goods into the game of cricket. Apart
from the usual formats (test matches and one-ddghes), it has come up with innovative formats
such as the T-20 (twenty-over game), BCCI Corporhtephy (September 2008),and, most
importantly, the IPL (Indian Premier League) whigas launched in 2008.
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3.1.2 Manufacturing and Retail

At the manufacturing and retail end, no single stiyigoverns the sports goods sector.
Sports equipment manufacturing falls under the Migi of Commerce and Industry
while sports apparel manufacturing is under theistiy of Textile along with textiles,
apparel, home furnishings, etc. Retail, on the rotfaad, is a state subject according to
the Indian Constitution and, therefore, state gowemts are the main regulatory
authority. There is no nodal ministry to regulagéai trade at the centre, unlike sectors
like sports and agriculture, which are also undher state list according to the Indian
Constitution. Different segments of the retail Imesis are regulated by different
ministries. For example, while the Ministry of Conser Affairs, Food and Public
Distribution regulates internal trade, FDI and ex#dinternational trade is under the
purview of the Department of Industrial PromotiondaPolicy (DIPP) under the
Ministry of Commerce and Industry. Taxation isswesne under the Ministry of
Finance.

Among the different councils responsible for thiscter, Sports Goods Export
Promotion Council (SGEPC) under the administrateatrol of the Department of
Commerce, Ministry of Commerce and Industry, ipoesible for promoting exports
of sports goods and equipment; sports apparel exgopromoted by Apparel Export
Promotion Council (AEPC) under the Ministry of Tiéxtand Council for Leather
Exports (CLE), both of which are under the purviefathe Department of Commerce,
Ministry of Commerce and Industry. The SGEPC isited as the nodal agency for
sports goods exports. However, it cannot promofgods of apparel and footwear.
Thus, in international events and fora, only a parthe sports products manufactured
in India (i.e., only equipment) get representedhisTsituation is unique to India. In
most other countries, sports exports either fallglem the same association or
associations governing this sector work in clos@mbnation with each other.

The state governments regulate the establishmertaif outlets, shop timings, inter-
state movement of sports goods, etc. Zoning reiguktand trade licences are under
the aegis of municipal/local bodies.

3.2 Government Policies and Schemes

This section discusses government policies rel@télde sports sector, retail sector and
sports product manufacturing.

3.2.1 Policies on Sports

Government policies can help to promote sports antyrn, create demand for sports
products. In 1954, the Indian government took tingt fstep to promote sports by
creating the All India Council of Sports (AICS). Wever, sports policy started
receiving serious attention during the 1982 Asiaam®s in New Delhi. In the same
year, the Department of Sports was created undeMihistry of Youth Affairs and

Sports. In 1984, the National Sports Policy wasoameed to develop a conducive

14



policy framework for sports in the country. Theipglemphasised the development of
sports infrastructure and making sports and phisidacation an integral part of the
students’ curriculum. To achieve this objectivege tBAlI was set up to oversee all
matters related to sports promotion and managerhientever, by the year 2000, there
was no visible improvement in the infrastructureilifes and the rate of participation
remained low (especially at the grassroots levdl)s necessitated a new policy, and in
2001, a National Sports Policy was formulated, Wwhiwas followed by a
Comprehensive Sports Policy in 2087.

The National Sports Policy, 2001 emphasised thd teebroad-base sports aachieve
excellence in sports at the national and internatidevels. The responsibility was
entrusted to the state governments with some finhrsupport from the central
government. Development of sports in rural areaeived priority. The policy also
emphasised the need for harmonious and co-ordirzatioh between the government
and other agencies. The Comprehensive Sports R@087) retained the same focus,
but recommended including sports in the ‘concuriestt instead of the ‘state list'.
Although the linkage between sports and tourism Ibag been recognised in other
countries, the policy made this link for the fitishe in India.

From time to time, the government introduces sclsetag@romote sports and games in
school and colleges, develop infrastructure inlrachools, train people and mobilise
resources. These schemes include the NationalsSpalktnt Contest Scheme, launched
in 1985, to give training to talented young childie the age group of 14-18 years. The
government introduced the Panchayat Yuva Krida el Abhiyan (PYKKA) during
the Eleventh Five-Year Plan (2007-2012) under whichrant of Rs. 40 million ($1
million approximately) was allocated to the Minisf Youth and Sports Affairs for
the promotion of sports and games in schools, gedeand universities during the year
2010-11.

The Ministry of Human Resource Development hasnigéntroduced the Continuous

and Comprehensive Evaluation (CCE) system in semgndchool education to be

executed by the Central Board of Secondary Edutdt@BSE). Under this system,

schoolchildren in the dstandard will be evaluated on their performanatifipation

in sports activities/events in addition to theiademic performance. A few sports have
been listed for the schools to develop the conamhiinfrastructure to implement this

scheme. This will enable a strong link between atian and sports, thereby promoting
sports at the grassroots level and facilitating @amnresource and infrastructure
development.

At present, 100 per cent FDI is allowed in sportagivities through the automatic
route. FDI is prohibited in lottery, gambling andtting. This implies that a foreign
entity or a foreigner can own clubs, teams, etdndia. The survey found that foreign
coaches and players do not face any barriers arfdcin federations have foreign
coaches, technical experts, etc.

2 This is still in draft format.
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Although the Indian government has various polieied schemes in the sports sector,
their impact has not been significant. This is lseagovernment spending in this
sector is very small; the budget outlay for spastéess than 1 per cent of the total
national budget® compared to about 13 per cent for a small couiiky Cuba.
Besides, government funding has been sporadic anmbti uniform across different
sports. At the state government level, although ymstates have given priority to
sports, actual investment in this sector is nelglggiMoreover, the government tends to
focus more on the creation of infrastructure thendevelopment of sportspersons.

Despite the focus on infrastructure, there is kahiawvailability of government-owned
infrastructure and that too is not uniform acrose tountry or across sports. For
instance, according to the All India Tennis Assboia there are only three to four
proper tennis stadia in India. Only large citidselDelhi and Mumbai have adequate
sports facilities like stadia, tennis courts andinsming pools. According to the
government’s own estimates, of the 770 million hekhe age of 35, only about 50
million have access to organised games and spacibties. This is lower than in
countries such as China, where 37 per cent ofamilation, or 480 million citizens,
actively participate in education and sports atiisf* Only 30 million of the 210
million school and college students in India haweess to facilities for physical
education, sports and games. The seventh All I&dizcational Survey estimated that
less than half of Indian schools have sports faslf> Lack of access to facilities has
restricted the development of sports, which, imtdimits the ability to retail sports
products. Shortage of infrastructure has also deldigher prices for facilities, making
them inaccessible to a majority of the population.

The survey found that although there is awarenesheagovernment level, limited

measures have been taken to actually invest iastrfrcture. Some corporate, private
organisations, private schools, clubs, etc., has&ert initiatives to develop

infrastructure. With the development of modern desiial complexes, the

infrastructure for sports like tennis and swimmisgyrowing. In future, private sector

participation in infrastructure is likely to inciea

3.2.2 Policies on Retail

There is no specific sports retail policy in Indiad the general retail policy is
applicable to this sector. The retail policy in iends complex. FDI is not allowed in
multi-brand retail, although from time to time tgevernment has mooted the idea of
allowing FDI in multi-brand retail in segments likports retail. However, some of the
alternative modes of entry of FDI are single-bragtdil and wholesale cash-and-carry.

% Based on data from the Ministry of Youth AffairadaSports, and the Ministry of Finance and
Company Affairs.

24 Draft Comprehensive Sports Policy-2007.

% Draft Comprehensive Sports Policy-2007.
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Single-brand retail

In single-brand retail, FDI up to 51 per cent imakd, subject to Foreign Investment
Promotion Board (FIPB) approval and subject to ¢baditions that (a) only single-

brand products would be sold (i.e., retail of goofisnulti-brand even if produced by

the same manufacturer would not be allowed), (bppcts should be sold under the
same brand internationally, (c) single-brand prodetail would only cover products

which are branded during manufacturing and (d) aagition to product categories to
be sold under “single-brand” would require fresprapal from the government.

Wholesale cash-and-carry

FDI up to 100 per cent is allowed in wholesale easti-carry and export trading
through the automatic rout& subject to certain conditions. For instance, whale of
goods would be permitted among companies of theesgnmup provided it does not
exceed 25 per cent on the total turnover of theledabe venture. FDI up to 100 per
cent with FIPB approval is allowed for trading téms sourced from the small-scale
sector, test marketing of items for which a comp&mag the approval to set up a
manufacturing facility, provided such test markegtia for a period of two years. FDI
up to 100 per cent is permitted for e-commercevdiets; however, these companies are
only allowed to do B2B (business-to-business) andramerce, but not retail trading.

Franchising and Commission Agents’ Services

In franchising and commission agents’ services, fiDless otherwise prohibited) is
allowed with the approval of the Reserve Bank alidn(RBI) under the Foreign
Exchange Management Act.

Some Other Routes of Entry

Since FDI up to 100 per cent is allowed in manufact, foreign companies can set up
a manufacturing base in India and enter the retgiment through this route. Foreign
companies operate in India through buying agenistrilsutors and licensing
agreements.

The survey found that the policy of single-branthitewas adopted to allow Indian
consumers access to foreign brands. Since Indipesdsa lot of money shopping
abroad, this policy enables them to spend the saorey on the same goods in India.
This policy can benefit both the foreign retailedahe Indian partner - foreign players
get local market knowledge, while Indian companiesn access global best
management practices, designs and technologicavhkme. Unlike franchising, it

enables foreign companies to share profits withr thedian partners. By partially

% FDI in sectors/activities to the extent permittedder automatic route does not require any prior
approval by either the Government or RBI. The itmesare only required to notify the Regional
office concerned of RBI within 30 days of receipt of indiaremittances and file the required
documents with that office within 30 days of isaifieshares to foreign investors.
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opening this sector, the government was able taceedhe pressure from its trading
partners in bilateral/ multilateral negotiationgdasould demonstrate India’s intentions
in liberalising this sector in a phased manner.

However, this policy has certain drawbacks. Theécgakquires that the foreign partner
should be the original owner of the brand and nsiributors, dealers, etc. in order to
ensure that the international quality and standdirthe product is maintained. Many
international brands from Europe and the US areketed through dealers/distributors
in the Asia-Pacific region. Further, permissiorgianted only to those brands that are
regular product lines of foreign companies, whiakams that foreign companies cannot
experiment with new brands created exclusivelytiigr Indian market. Moreover, if a
foreign retailer has multiple brands, it has to ggparate permission for each brand to
enter the Indian market. Most sports product retsilare multi-brand (for instance,
both Reebok and Adidas are brands of the compamya&dAG, while both Lotto and
Etonic are brands of Lotto Sports Italia S.p.A.hefle is no screening of the Indian
partner (who merely has to be credit-worthy andsadent Indian). Due to this, only a
few sports retailers such as Canadian brand TratSpgWear (P) Ltd. have applied for
entry through the single-brand route.

The 100 per cent FDI in wholesale cash-and-camgitig does not benefit sports
retailers since this mode is most suitable forilesgmwho operate on volume business
rather than specialised retailers like sports lemiwho operate on value. Since in
India, direct selling is part of wholesale tradimiiyect selling companies in the sports
product segment can enter the market. Some spad#ers use distributors who use
direct selling and other non-store formats likeeslopping to market their products.
This is common in the case of fithess products whbe marketing is sometimes
clubbed with health and wellness products.

The survey found that foreign brands such as Niegbok, Adidas, etc. that have
wholly-owned subsidiaries in manufacturing are tedaas Indian companies and are,
therefore, allowed to do retail. For instance, Niketered through an exclusive
licensing agreement with Sierra Enterprises but ha& a wholly owned subsidiary,

Nike India Private Limited. Franchising is a commuomode of operation and both

foreign brands and domestic players use this modadrease their retail footprints.

Most of the stores of Reebok India Company usertiode for retail expansion. Some
brands give exclusive licences and distributiorhtsgto Indian companies. Through
these rights, Indian companies can either selirgugh their own stores, or enter into
shop-in-shop arrangements or distribute the bréméfeinchisees.

The FDI restriction on multi-brand retail and palrtFDI in single-brand retail does
impose some restrictions on foreign retailersntiibits their ability to choose the most
preferred mode of entry. Due to this, the presaridereign retailers in India is much
lower than in other countries. According to the RiBhard Ellis report, “How Global is
the Business of Retail?” (2009), India ranked qlote (39") among 67 countries in
terms of the percentage of international retailer@008. At present, a foreign sports
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brand/retailer can have a presence in India threuaghiple routes such as franchising,
joint venture for a brand with an Indian partned dhrough an Indian distributor. A
survey conducted by the United Nations ConferenoeTeade and Development
(UNCTAD) on 300 international retailers found thmbre than a quarter have either
opened or are planning to open stores in Indidef country relaxes its FDI norms
further. India is under significant pressure in dmegoing Doha Round of multilateral
negotiations in the WTO and in its negotiationsbilateral/ regional agreements to
open this sector for FDI.

Since retail is regulated by a large number of stir@s/authorities at the centre, state
and local levels, there are multiple regulationscitvary across states and even cities.
However, it is important to note that sports prdadedtail is less sensitive than retail in
sectors like food and grocery and pharmaceuticads therefore, subject to a lower
level of regulatory control. The basic licencest tasports sector retailer requires are
given in Table 3.2.2.1.

Table 3.2.2.1: Clearances required by Sports Retars

Retail Outlet Specification Trade VAT Permission No Fire
Licence | Registration| from Objection | Licence
Number | Amusement Certificate
Department
(Municipality)
Traditional retailer, shop’s super-buflt N

area <20,000 sg. mt., (no kitchen
facility and not using TV/Musig
system for customers)
Traditional retailer, shop’s super-buflt N N
area <20,000 sg. mt., (no kitchen
facility) but using TV/Music system
for customers’ entertainment)
Traditional retailer, shop’s super-buflt N N
area >=20,000 sq. mt. (with kitchen
facility but not using TV/Music
system for customers’ entertainment)
Traditional retailer, shop’s super-buflt N N N
area >=20,000 sq. mt. (with kitchen
facility and using TV/Music system
for customers’ entertainment)
Traditional retailer selling N N N
inflammable articles, shop’s super-
built area <20,000 sq. Mt., not using
TV/Music system for customers
entertainment
Traditional retailer selling N N N N
inflammable articles, shop’s super-
built area <20,000 sg. mt. using
TVI/Music system for customersg
entertainment
Traditional retailer selling N N N N N
inflammable articles, shop’s super-
built area >=20,000 sg. Mt. using
TVI/Music system for customers’
entertainment

Source: Compiled from the ICRIER Survey of Retailers.
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The process for setting up a sports retail opanataries across states/local authorities.
Since 2003-04, the Kolkata Municipal Corporatiors Btarted a green channel for issue
of licences within one day; inspection is done rafte trade licence is issued. It has
also introduced a process of renewal of trade ¢iesnthough banks. Retailers in
segments like food and grocery cannot avail of dashtrack clearances. At the state
level, the Shops and Establishment Act, which gasieross states, regulates the retalil
sector. This Act lays down the conditions for retacluding shop timings. In some
states, there is a mandatory requirement to keepsshlosed once a week for the
benefit of employees. However, states like Westgakhave also given retailers some
flexibility in shop timings for stores above a @nt shop size and employing a
minimum number of employees. These retailers caandpeir stores seven days a
week. However, they have to give their employeatay off and have a system of
employee rotation.

The government is in the process of implementinticigs that will facilitate sports

retail. By April 2011, there will be a Goods andnSees Tax (GST) that will reduce
barriers to interstate movement of goods and engdikglers to have a centralised
procurement system. The government is encouragdigri-back-end retail activities

such as logistics management by providing tax cgsioas and fiscal incentives for
investment in these sectors. To facilitate the afskand for retail purposes (shopping
malls, etc.), Gujarat and Goa have repealed theaJtland (Ceiling and Regulation)
Act, 1976, which restricts the use of land for coanoal purposes.

3.2.3 Policies on Manufacturing

One of the core objectives of the government igrtonote manufacturing and exports
of labour-intensive products like sports produdike government wants to develop
India as a sourcing hub for sports goods, appaelfaotwear. For this, 100 per cent
FDI is allowed in the manufacture of sports product

The government policy in manufacturing is focuseadexports and not the domestic
market. The government has created special econoonies where manufacturers get
incentives such as tax exemptions on export incanteeasier clearances. The sports
goods and toys sector has a special focus in theigroTrade Policy (2009-14) and is
treated as a priority sector under the marketingld@ment assistance and the market
access initiative schemes. The allocations forehsshemes have been increased.
Applications relating to sports goods and toys @iken fast-track clearance by the
Directorate General of Foreign Trade (DGFT). Thare duty exemptions on the
import of footwear machinery, and concessions lmeen given to the import of sports
vehicles, such as golf carts for hotels, travelnég@nd tour operators to promote the
tourism industry in general and golf tourism, inrtmalar. For technological
upgradation in the apparel sector, the Export PtmmdCapital Goods (EPCG) scheme
offers zero duty for capital goods imports. To padenmodern retail infrastructure,
concessional duty benefits under the EPCG schewe lien extended to the import
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of capital goods required by retailers that hawaiaimum area of 1,000 sq. metres;
retailers availing of this scheme will have to fiudixport obligation criteria. Apart from
these, the foreign trade policy emphasised the gtiom of Indian brands in
international markets, simplifying the procedurex imports/exports, improving
infrastructure for exports, and reducing transactiosts. When Indian exporters were
hit by the global slowdown, the government annodrstenulus packages to revive the
sector.

Different state governments also provide incentit@spromote manufacturing and
assist the sports industry in their state. Forams¢, the Uttar Pradesh government
allotted land for sports goods manufacturing andafsports complex in Meerut.

Although these policies have helped Indian manufacs in exporting and accessing
the global market, there is a drawback. The fosusni contract manufacturing rather
than building a strong India brand. As a resuldidn brands have not made inroads
into global markets.

3.3 International Strategies, Domestic Policy and Its Implications

India actively participates in international spoetgents such as the Olympic Games,
Commonwealth Games and Asian Games. Although Isdi@bal ranking is much
lower than countries like China in competitive d$pprindia did well in the
Commonwealth Youth Games in 2008 and won the htghember of medals (76
medals) followed by Australia and Englafidin the 11" South Asian Games, 2010 in
Dhaka (Bangladesh), India won a large number of aiséd India’s international
ranking is good in sports like cricket, chess, simgp boxing and golf.

The Ministry of Youth Affairs and Sports, India, shaigned a Memorandum of
Understanding (MoU) on co-operation in the field sgorts with countries such as
Australia, Bulgaria, Belarus and Argentina. SuchUddacilitate or include exchange
of sports and physical education team/expertspitrgj etc. To promote exports, the
respective export promotion councils, namely, SGEGLE and AEPC, work closely
with their counterparts in foreign countries. Asntiened earlier, foreign coaches,
players, etc., can work in India.

There are no restrictions on broadcasting of iatéonal sporting events and Indians
have access to all major events. In India, the rarmolb households owning television
sets has increased from 108 million to 123 millior2008, in which 59 per cent had

2" The Commonwealth Youth Games started in 2000 inkErigh, Scotland. The third game took place
in Pune, Maharashtra, India in 2008. India won 8R&ignedals, 26 silver and 17 bronze (Source:
http://www.cygpune2008.com/

%8 Ejght countries — Afghanistan, Bangladesh, Bhutadia, Maldives, Nepal, Pakistan and Sri Lanka —
participated in these games. India won 175 med3lsdold, 55 silver and 30 bronze) (source :
http://www.merinews.com/article/south-asian-gam@$eRindia-wins-174-medals/15797680.shtml
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cable televisiori? The public broadcaster, Doordarshan, which reacties 90 per cent
of the population, telecasts all major sportingrése There are also dedicated sports
channels. This has helped to increase knowledgemiy about sports but also sports
brands.

In the goods segment, the duty structure for spamsiuct is given in Table Al in
Appendix A. India’s trading partners have arguedt the total duty of over 24 per cent
is high. They have raised it in international negiains both in the WTO and in the
FTAs (Free Trade Agreements). Since India’s bowatesrin the WTO are higher than
the autonomous regime, there is scope for furtiedf reduction in the WTO without
any changes in the current tariff structéftedowever, India is under pressure in
bilateral FTAs to reduce tariffs.

In the WTO and in its bilateral agreements, India major proponent of service sector
liberalisation. These negotiations are covered u@kTS in the WTO, which was
formed during the Uruguay Round. GATS aims to pesgively reduce market access
and discriminatory barriers to trade in servicesuique feature of GATS was to
define the service trade under four different modesnely, Mode 1, Mode 2, Mode 3
and Mode 4 (see Appendix B for an overview of GA3i®l definition of different
modes of services trade). Both sports servicesratall are covered under GATS.
During the Uruguay Round of negotiations, WTO membeuntries drew up a
Services Sectoral Classification List (MTN.GNS/Wal®ased on the UNCPC (United
Nations Provisional Central Product Classificatifor)the purpose of negotiations. The
WTO Services Sectoral Classification List (known“##/120"%") covered 12 service
sectors and over 150 sub-sectors. Sports serviesc@ered under recreational,
cultural and sports services in the W/120 and Iretavices under distribution services
(Table 3.3.1).

Table 3.3.1: Sports and Retail Services in W/120

W/120 | CPC No. Description
4.A 621 Distribution Services Commission Agents’ Services
4.B 622 Wholesale Trade Services
4.C 631+632 Retalil services
4.D 8929 Franchising
10.D 9641 Recreational, Cultural | Sports Services

9649 and Sports Services Other Recreational Services

Source: Compiled by the authors from W/120

29 FICCI-KPMG (2009)

%9In the Uruguay Round the tariff lines bound atpt® cent and 25 per cent. Where the applied rates
>=40 per cent the bound rate is 40 per cent aretevthe applied rates <40 per cent the bound sate i
25 per cent

3 Services Sectoral Classification List, Note by Seeretariat, WTO Document MTN. GNS/W/120 (10
July 1991).

22



The Uruguay Round was the first round of WTO negmins. The commitments in
both sports and retail sectors were limited. Adbuitountries scheduled commitments
in sports services, whereas 22 members committestail (Table 3.3.2).

Table 3.3.2: Summary of Commitments in UR and Doh&ound

Services UR Commitments | Doha Round Total
Sports Services 14 32 46
Commission Agents’ Services 16 23 39
Wholesale Trade services 22 31 53
Retalil services 22 30 52
Franchising 17 25 42

Source Compiled by the authors from WTO Services Database

At present, the second round of WTO negotiatione,oha Round, is going on. It is
expected that countries will broaden their commititeen services in the current round.
Since the 1990s, India’s services sector has undergeforms and liberalisation and
the country is now ready to undertake commitmeatsiberalise a large number of
services. In fact, India is a major proponent alviees sector liberalisation in this
round. India’s negotiating position reflects itsr&anterest in getting greater market
access and non-discriminatory treatment from édibrg partners, especially developed
country trading partners, in sectors like compugerd in modes of trade like Mode 4
(temporary movement of people) and Mode 1 (crosddrotrade like on-line
deliveries) where the country has an export inteddswever, the country also has
some sensitive sectors within services. Retailnis of the few sectors in which there
are FDI restrictions. India’s trading partners sashthe US and EU are pushing India
to open up the retail sector.

There are other issues relating to the retail sedtbe retail sector is evolving and
development of technology, liberalisation and irmioxe business practices have
resulted in new forms of retail and service deir®r The W/120 has not taken these
into account. In fact, the coverage of retail hasnged in the newer version of
UNCPC. Precisely, UNCPC version 2 has a more @etaslassification of different
formats of retail such as non-specialised storpecialised stores, mail order or
internet, other non-store and retail trade servares fee or contract basfsThere is
no major change in the classification of sportsises in UNCPC version 2.

Overall, in the Doha Round, there has been imprevenn commitments in both
sports and the retail sector. Table 3.3.3 lists esmhthe important WTO member
countries and their offers/commitments in sportd egtail. India, too, has offered to
improve on its Uruguay Round commitments. In theidiiay Round, India did not

%2 For details sebttp://unstats.un.org/unsd/cr/registry/cpc-2.asp
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make any commitments either in sports servicesnodistribution services. In the
revised offer submitted to the WTO in August 20Dbilia offered to bind the existing
level of autonomous liberalisation in the sportet@e Within distribution, India
offered to undertake commitments in commission Bigeervices and wholesale trade
services for certain products only. India did naaken any offers in retail. Overall,
India’s offer in the distribution sector was beltive level of autonomous liberalisation
in 2005 since foreign players could enter throdghftanchising route at that time.

Table 3.3.3: Offers/Commitments of WTO Member Coultries: Sports Services
and Retail Related Services

Sports Commission Wholesale Retail Franchising
Services Agents’ Trade Services
Services Services

Australia 0 O O ¢ 0
EU @ @ @ @ @
USA X 0 0 0 0
India [ [ [ X X
Japan @ O] O] @ @
New X O] O] 0 X
Zealand

South X X O O 0
Africa*

Brazil | [ | 0 ¢ 0
China** X O] o O] @

Source: Compiled by authors from WTO Services Ceestalhttp://tsdb.wto.org/ default.aspx
Note: x - No commitmen®@® - Improvement in revised offed; - No improvement in revised
offer; m - No commitment in UR but in revised offer; * ¥& only Initial offer

**~ For China, the improvements are over its aceesscommitments. China acceded to the

WTO in 2001 after the Uruguay Round.

A careful analysis of India’s revised offer showsattthe country has offered to give
full national treatment to foreign service provislén sectors where it has given market
access. This means that once a foreign servicadamois allowed to enter the country,

there is no discrimination between foreign and llasxvice providers. This has an

implication for the retail and allied sectors — weithin India there are apprehensions
about the impact of foreign retailers on domestiwise providers. In fact, many WTO

members allow FDI but do not give national treattresnis the case of China, Korea,
and some EU member countries (Table 3.3.4). Thesatges, although they seem

more open as they do not restrict market accesse haeserved the right to give

preferential treatment to domestic service proader
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Table 3.3.4: National Treatment in the Revised Offrs of Selected Countries

China | US | EU | India | Japan| Korea | Brazil

Sports Services

Mode 1 x x 0 N x x x

Mode 2 x x 0 N N x x

Mode 3 x x N N x N
Commission Agents’ Services

Mode 1 x N O N N N

Mode 2 N N 0 N N N x

Mode 3 N N N N N N N
Wholesale Trade Services

Mode 1 x N N N N

Mode 2 N N O N N N x

Mode 3 N N N N N N N
Retail Services

Mode 1 o(only N 0 x N N x

for mail
order)

Mode 2 N N 0 x N N x

Mode 3 N N N x N N N
Franchising Services

Mode 1 N N O x N N »

Mode 2 N N 0 x N N x

Mode 3 N N 0 x N N N

Source: Compiled by authors from WTO Services Ceetalittp://tsdb.wto.org/default.aspx
Note: (1)\/ Full Commitmentp Partial Commitment, x No Commitment
(2) Type of Restrictions in the EU. For instancgjpfs, Czech Republic, Estonia,
Latvia, Malta, Poland, and Slovak Republic havetkdpdes 1, 2, 3 unbound and
Sweden has given a restriction of financial supgortspecific local, regional or
national activity for sports services.
(3) Mode 4: Unbound except as indicated in the 2wrtal section (in Mode 4 countries
did not undertake sector-specific commitments)

The slow progress of the WTO negotiations has kedatproliferation of FTAs/

bilateral/regional agreements. These FTAs not arlgompassed liberalisation of
goods, but also services, investment, and tradktdsion. India’s first comprehensive
agreement involving the service sector is the Hh&lgapore Comprehensive
Economic Co-operation Agreement (CECA), which bezaoperational in August

2005. India did not undertake any commitment inrpservices, but undertook
commitments in franchising services along with vesale trading and commission
agents’ services. In August 2009, India signed tbemprehensive Economic
Partnership Agreement (CEPA) with Korea. It undektacommitments in sports
services, commission agents’ services and wholésale services similar to its revised
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offer but took a negative listing of investment.eSifically, it states that FDI is not
permitted in the lottery business, gambling anditgtand FDI is prohibited in retail
except in the case of single-brand retailing withilgper cent equity cap, subject to the
existing conditions. This indicates that India dows intend to roll back the current
autonomous investment regime in retail. The commitis in the investment chapter
also indicate that there are no restrictions onlegade trading, commission agents and
franchising, whereas in the services chapter, lddlanot undertake any commitments
in franchising. This results in some inconsistehetween the services and investment
chapter. India tends to give non-discriminatoryatneent to foreign service providers in
its bilateral agreement by undertaking commitmémtsational treatment.

India’s offer in the WTO and commitments in the FIghow that the country intends
to progressively liberalise the retail and spodstars. At present, India is negotiating
comprehensive agreements with trading partnerstlikeEU, who will push India to
liberalise further the retail sector. Thus, theeexél pressure on India to liberalise the
FDI regime in retail will continue. Since the peas FDI restriction is not an entry ban,
such restrictions put India in a defensive positionthe WTO/FTAs while foreign
players are already present in India through otbates. The survey found that the
sensitivity of the retail sector is adversely afiieg India’s bargaining position as a
proponent of services liberalisation.

4. Some Bulk Consumers of Sports products

Government, federations, institutions such as deheports clubs, academies are some
of the large buyers of sports products. Sportsileesaand brands work closely with
them because: (a) they constitute a large paitiaif business (b) once they approve
the product, the product becomes popular and neiaiket for the product expands (c)
the consumer can see the products in national ateinational events and hence
consumer knowledge about the products increases.

4.1 Government and Federations

The government, along with the federations, is dimgle largest purchaser of sports
goods in India. SAl is the nodal agency for puramggoods for all major sports events
and it works with the respective federations whecdy the standards. For all

international events, equipment specified by iraéamal organisations/federations is
used. For around 50,000 beginners/trainees acnolss, lthe bulk of the equipment is
procured from local manufacturers in cities likéaddhar and Meerut, but they adhere
to international standards. For national and irggomal events, mainly foreign brands
are used. Even in state-level events, internatibnahds recognised by international
federations are often used. Due to lack of fundsjes state-level federations pointed
out that they have to use Indian brands, espedi@ilgractice matches.

The requirement for imported equipment varies acsprts. In the case of shooting,
almost all the equipment is imported,, while foricket the bulk is sourced
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domestically. The imported equipment is either emoby the players (who have a
strong preference for specific foreign brands) grtihe federations. If the players/
federations specify certain brands/suppliers/congsarthe tendering/ bidding process
is open only to those brands/suppliers/companidkelfederations/players do not have
rigid specifications, a local tender is released domestic sourcing and the lowest
bidder is selected to supply the required material&ll SAl centres across India.
Similarly, for imported goods, an internationaldenis released. The survey showed a
distinct preference for the lowest bidder.

The survey found that traditional/small retailerdyocater to consumers and do not
work with the government and/or federations. Eqeptmmanufacturers supply to the
government/ federations at central, state/disaid local levels through wholesalers,
distributors, etc. Foreign manufacturers generallpply equipment through their
Indian or Asian agents in order to avoid replacemarstallation, maintenance and
other related problems. Government agencies aldaenfortable if there is an Indian
distributor, who can be held responsible in casproblems. Sports goods imported by
the government are exempt from import and othaedut

Corporate retailers work directly with the goverminand/or federations. Multi-brand
retailers like Planet Sports are also distributofsbrands like Speedo, Prince and
Converse. They liaise directly with federationstse of the brand in sports events. For
instance, Nike has been the official kit sponsorthe Indian cricket team for five years
(from 2006 until the end of 2010). In fact, the govnent also approaches well-known
brands like Reebok and Nike for event sponsorship.

When asked about sponsorship, it was found thatsspship could be of different
kinds. It can be that of an event, or player onmtedhe federations generally handle
event or team sponsorship. Retailers and/or bramoi% closely with established
players to sponsor their equipment and accessoriease of team sports and even
apparel in the case of individual sports. The spsigp structure varies for individual
and team sports (Figure 4.1.1).

Figure 4.1.1: Sponsorship for Individual and TeanSports
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Source: Compiled by the authors.
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4.2 Schools, Colleges, Clubs, etc.

School, colleges, clubs and academies are bulkhpsers of sports products. During
the survey, multi-brand retailers like Planet Spahd brand retailers like Nike and
Reebok pointed out that schoolchildren constitutegamarket for sports products; if

they like a brand, it stays with them throughouwirtHife. Brands, therefore, tend to

work closely with schools to get their product apyad — even as a part of the school
uniform; for instance, in the past, most schooleshaere supplied by Indian brands,
but now brands like Reebok supply school shoesegngoment. Brands have come up
with competitive pricing strategies to get busimsssom schools.

In the past, Indian schools emphasised academica&dn; however, some schools
now focus on all-round development, which includggorts and fitness, and
extracurricular activities along with education.eTGCE system has increased the focus
on sports. The government has also categorisedkahd university games under the
‘priority’ sector for sports promotion.

School-level sports competitions include eventghatintra-school, inter-school, zonal,

district, state, national and international levdtkwever, few participants represent
India at the international level. The School GarRrederation of India, an independent
body recognised by the Ministry of Youth AffairscaBports and the Indian Olympic

Association, is the core federation for sportshatdchool level. Some key activities of
these federations are to organise sports eventgpsmaching camps, maintain records
of the participants and select teams for intermafi@vents. In 2007-08, the federation
organised 42 national school sports competitionshich 31,000 players participated

from across the country.

The Mumbai School Sports Association (MSSA) is @il the only school sports
association in the country. It is a sports-pronmtbody, which caters to the sports
needs of over 60,000 schoolchildren in Mumbai vader 360 schools as its members.
Since 2007, Nike has been the official title sparfeo 11 of the 21 tournaments that
MSSA organises annually for all age groups in dbthboys’ and girls’ categories. It
also conducts sports clinics for the participamtbere trained representatives from
Nike educate them on the correct use of sports. gées is an example of how global
brands are working at the school level. Sports dsdike Lotto are working closely
with tennis clubs across the country, which givesibiity to the brand. Unlike
traditional retailers, corporate retailers aggnesgi targets schools, colleges, clubs,
etc., through bulk discounts and loyalty packages.

5. Status of Selected Sports in India

In India, a wide range of sports are played, bonsprship, fan following, and retailer
involvement differ. While some sports are treatsdcampetitive sports, attracting
viewership and sponsorship, others are played dmute or fitness. Some like ice
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hockey and skiing are niche sports that are locatespecific places (northern India),
while others such as cricket and football are plageross the country. The Indian
government recognises sports like cricket and falbtbut not motor sports. The
overall level of participation in competitive spois low — around one per c&hof the
Indian population participates in competitive spat plays any type of sport regularly.
However, the popularity of and participation inferent sports keeps changing, but
sports like cricket, badminton, chess and footbedl constant favourites. The top 10
sports by participation are given in Table 5.1. fEhieave not been any major changes
in the status of sports in 2008 with cricket stdlding the most prominent position.

Although there are linkages between popularity padicipation, participation may be
low is some sports which Indian like to watch olevesion. For instance, motor sports
have high television viewership but not participatiSimilarly, sports like boxing and
shooting have gained popularity after India won aledt the Beijing Olympics in

2008; however, the level of participation is low.

With increasing health consciousness, running a@neéds have become popular and
participation has increased. In a tropical courikg India, swimming is a popular
sport but it suffers from lack of infrastructurds@ this is a seasonal sport in many
parts of India.

Table 5.1: Top 10 Sports by Participation
(in Per cent)

Sports 2001| Sports 2003| Sports 2005| Sports 2007
Cricket 9.9 | Cricket 7.5| Cricket 8.9 Cricket 8.8
Chess 3.5| Badminton 3.0 Badminton 2.9 Chess 4.5
Badminton 2.9| Chess 2.3 Cycling 1/9 Badmintor3.5
Cycling 2.6 | Football 1.7| Football 1.9 Volleyball 02.
Football 1.4 | Cycling 1.6| Volleyball 1.5 Cycling 2.0
Athletics 1.4 | Athletics 0.9/ Running 1.4 Football 61.
Bowling 1.3 | Swimming 0.9 Athletics 1.2 Bowling 1.6
Swimming 1.2 | Tennis 0.8 Tennis 1.0 Running 14
Tennis 1.1 | Bowling 0.7| Basketball 0.9 Fitness 1.4
Table Tennig 0.8 | Table Tennis 0.6 | Swimming| 0.8 Swimming 1.3

Source: Compiled by the authors from Fry, A. e(2808), Appendix 4.7, pp. 57-58.

An overview of some sports in India is given beldwese sports are classified as team
sports, individual sports, new/niche sports, ledsand fithess sports. The list of some
sports, along with the popular brands, the sowand, retail mode is given in Table C1
in Appendix C.

3 This one per cent does not include sports likekinglor yoga in which more than one per cent of the
population may participate.
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5.1 Team Sports

(a) Cricket is the most popular sport in terms of participatioiewership and
sponsorship. It contributes to 80-90 per cent ef tibtal sports revenue. It is
played in a variety of formats (test matches, oag-tiventy-twenty, etc.). The
bulk of the equipment for this sport is manufactutecally in cities like
Jalandhar and Meerut. International brands sucReebok have re-oriented
their strategies in the South Asian region andspmnsoring cricket. Cricket has
contributed to the success of many sports brakdsReebok, Adidas and Nike
in India.

(b) Football is the second most popular team sport after drickedia is a
manufacturing hub for footballs, but the countryeslonot have any strong
indigenous brands. For all major events, footbalsd other equipment
approved by thé&édération Internationale de Football Associati(ffiFA) are
used. In recent years, there has been an increassponsorship, and
broadcasters have shown an interest in telecastinggame. Top sports brands,
like Reebok, Adidas and Nike, promote football imdin. The Union of
European Football Associations (UEFA) has iderdifladia as an emerging
market for the game. Manchester United Food anceBEeges (Pte) Limited has
opened Manchester United Café Bar in Mumbai thiltalso telecast football
matches and other sports events.

(c) The national sport of India isockey and the country won many international
awards prior to the 1980s. After the 1980s, Ind@ésformance in this game
deteriorated and due to poor performance in intemnal events, viewership
and sponsorship have been adversely affeftdd. 2010, India hosted the
Hockey World Cup and companies such as Hero Honol@ngl Limited, Coca-
Cola Limited and brands such as Reebok have speshsoational and
international hockey events. The Indian Olympic dsation is now trying to
improve the quality of the game. At present, thékbaof the equipment is
manufactured domestically. International sourcihgquipment is limited but,
of late, equipment is being sourced from countiiesChina.

5.2 Individual Sports

(@) Tennisis an upcoming sport in India and one of the npagtular sports in the
individual sports category. India’s rank among ting&tional tennis players is
low; the performance of Indian players has not lggod in individual matches,
but they seem to do well in doubles tournamentse Ril India Tennis
Association (AITA) is trying to promote this sport India. The equipment is
manufactured locally in sports hubs like Meerut aladandhar, and is also
imported from countries such as China and the U® duality of foreign
brands is considered to be better than that ofl lo@nds and federations use

3 This sport has suffered due to poor managemettidederation, lack of infrastructure and training
lack of coaching and management assistance, odttitknology, and lack of sponsorship.
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international brands for important events. Tensis ipopular sport in terms of
viewership®® Many national and international companies sportb sport
including sports brands like Lotto and Reebok.

(b) Badminton is not a very popular racquet sport in India, kmlin countries like
China and Malaysia. India’s global ranking is lomdathere is limited interest
among the younger generation. The sport requiregmal infrastructure and is
treated often as a fitness activity. There are anlgw badminton stadiums and
a few clubs and academies in India. The bulk of ¢qeipment is sourced
locally. India is a manufacturing hub for racqueisd shuttlecocks. Indian
players who participate in international tournarsense only internationally
certified equipment and local manufacturers caterddmestic events, state
tournaments, training camps, etc. As of now, tipisrshas received limited
sponsorship.

(c) Chessis said to be a descendant of the game, Chaturaitgeh was popular in
ancient India. This game achieved national stahlg after independence and
in 1951, the All India Chess Federation (AICF) westablished. Chess is a
popular game in terms of participation and Indiglsbal rank in this game in
good. The country is rapidly emerging as a chesgepwuse, with a growing
number of international grandmasters. Viewershig aarrent sponsorship is
low as it is a slow game. However, during the syritewas pointed out that the
prospects for future sponsorship are good. Chesspspular game in Indian
households and Indian parents like their childe@mplay chess — but the retail
options are limited.

5.3 New/Niche Sports

(@) Golf is a fast growing, sport in urban India and isgédy treated as a
recreational sport. The global golf industry isued at $7 billion (€4.8 billion).
In India, the industry is currently valued at R€78illion (€12 million)*® and
during the survey, it was pointed out that it kely to grow at around 25 per
cent annually. The inclination towards this spaais hncreased with growing
corporatisation and the construction of privatef gmurses in places like
Gurgaon and Greater Noida (in the National Cajitedion), which is permitted
as part of Special Economic Zone (SEZ) developm@dlf equipment is
largely imported from countries like Japan, Malayshe US and UK. Few
Indian companies manufacture golf equipment (oneeptton is Mayor
International Limited which manufactures golf balsd there are hardly any
Indian brands in this segment. Indian golfers asengl well in international
events and many international golf brands such ey ®Glorman Collection
(golf apparel) and Callaway have a presence iralndi

% Indians keenly follow international events suchmbledon, the French Open and Davis Cup.
% hitp://www.televisionpoint.com/news2009/newsfultstphp?id=1235043408
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(b) Motor sports is a niche sport in India since the cost of infasiure,
equipment, etc. is very high. In fact, during tlevey, SAI pointed out that the
cost of organising one motor sports event is etuahe annual budget of the
SAIl. The government is not keen to fund this evénis considered a leisure
and entertainment activity by the Ministry of Youtffairs and Sportg’
Nonetheless, motor sports enjoy significant privaector involvement,
corporate sponsorship and viewership. There areta racing tracks in India,
both built with corporate initiative. Most motor @s clubs are corporate-
owned and events are sponsored by corporates Kk&ydes and Industries
Limited and Ford India Private Limited. Most of tleguipment used in this
sport is imported. During the survey, it was paihteut that Indians prefer to
watch fast and adventurous sports on televisionvagaership of this sport is
increasing. As a result, the popularity of motoorsp is growing among the
younger generation. Some sports brands like Puma started selling motor
sports clothing, accessories, etc., in their stores

(c) Boxing is largely concentrated in small towns and rurala of India and is
treated as a game for the common man. It gaineagnéton after Vijender
Kumar won the bronze medal in the Beijing Olympi¢2008. In 2009, India
did well at the World Boxing Championship in Milaimdia is also among the
top countries in women’s boxing. The Internatio@dympic Committee has
approved women’s boxing as a new event for the 20dkdon Olympics.
However, due the lack of viewership and infrasuuet the sport did not get the
attention of sponsors until recently. With the sgoperformance of Indian
boxers, sponsors have become interested in this. $fy international events,
the federation uses international brands such ada8dTop 10, and Everlast.
However, for national-level training camps and t@ments, they procure local
brands manufactured in Jalandhar and Meerut. isdhamanufacturing hub for
boxing equipment.

5.4 Leisureand Fitness Activities

Indians are now increasingly realising the impartaaf health and fithess. The reasons
for this are changes in lifestyles, the multi-naéib work culture, changing work
patterns (for example, nightshifts in BPOs (Busind®rocessing Outsourcing)),
workplace stress, changed eating habits and lleestyated diseases like backaches.
This is forcing the younger generation to take ome form of fitness activity and the
number of gymnasiums, yoga centres, and aerobiggeseis growing. The fitness
equipment industry has witnessed significant growhle market was estimated to be
around Rs.12.5 billion in 2008 and is expectedetich Rs.63.3 billion by 203 The
end-users include individuals using fitness equipimet home and institutions like
health clubs, corporate houses, etc.

3" Formula One has not achieved “sports status” dfialniThis means that it is not recognised as atspor
and, therefore, does not fall under the purvieshefMinistry of Sports and Youth Affairs.
3 SGEPC (2009)
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(@)

(b)

(©)

Swimming is seen as a leisure and fitness activity rath&n tas a competitive
sport in India. It is a seasonal sport (April tot@er). There are a few
government swimming pools, but most swimming féiesi are in recreational
clubs, hotels and apartment complexes and a fedeauas. The performance
of Indian swimmers in international events usedb® good, but it has
deteriorated due to lack of scientific training hwads, inadequate infrastructure
and poor maintenance of existing infrastructuree Bwimming federation is
not very forthcoming. Recently, foreign brands li8peedo have entered the
Indian market through multi-brand retailers likeaf¥t Sports. Puma and
Reebok have also forayed into swimwear and luxuands like Gottex and
Ralph Lauren have entered the Indian market. Lbaaids are also doing well.
India is a manufacturing hub and exporter of swigmend the manufacturing
clusters are located in Mumbai, the NCR (Nationapi€l Region) and Meerut.
Gymnasiums have become common in large Indian cities. There a
gymnasium chains like Talwalkers, FitnessOne, BGdye and VLCC Health
Care Limited. Some high-income households haver tbain gymnasium
equipment like treadmills and exercise cycles, thatfast-selling products are
low-value fitness products like skipping ropes digtitweight dumb-bells. In
the past, the low-value fitness products were Igrgebranded and sold
through traditional retailers but of late, brande IReebok have entered this
segment. These are mainly manufactured in Indisgreds equipment like
treadmills is often imported. In the past, equipmeas sourced from developed
countries, but now the bulk of the equipment isreed from developing
countries like China and Taiwan because they ai@{oompetitive. Fithess
equipment is sold mainly through multi-brand retesl and through non-store
formats like telemarketing. Some fitness centreh sas VLCC and Body Care
offer a complete health, beauty and fithess pack&pgerts brands like Reebok
and Adidas are coming up with fithess equipmernthsas gymnastics balls and
exercise mats and complete fitness and gymnasitan Ki

Yoga is the traditional Indian fitness activity. Indeare adopting yoga as part
of their daily lives. There are now dedicated teden channels for yoga. Many
lifestyle magazines like Femina advertise yoga dsealth and fitness tool.
Institutions like Patanjali Yogpeethand retail chains teach yoga and sell
ayurvedicproducts. Yoga is now taught in Indian schools #rednumbers of
yoga instructors is increasing. Yoga does not regany special dress or
equipment. However, some foreign brands like Adidage introduced special
yoga mats.

5.5 Other Sports/Activities

There are other sports like skiing, yachting aretgkating that fall under adventure
sports. In India, only a few people pursue theseoaspetitive sports. These are linked
to the tourism industry and government initiativies these sports are limited to
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tourism generation. There is limited promotion laége activities at the national and
international levels.

6. Sports Retail: The Survey Findings

The survey found that sports retail constituteseay vsmall part of the total retail

market. However, the share of corporate/organisetbs retail in total sports product
retail is around 30 per cent. This is much highbant the share of the

organised/corporate sector in total retail (aro@nger cent). The reason for this rapid
modernisation is that during the past decade, abeuraf foreign brands and Indian
corporates forayed into sports retail.

A bulk of the Indian sports product market is acted for by sports shoes, which
account for around 60 per cent of the total spprtsducts market. The premium
branded sportswear market is around Rs. 40-5@bidnd Reebok accounts for around
50 per cent of this market. Nike accounts for betw&5 and 20 per cent, Adidas for
between 20 and 25 per cent and the remainder dskbhyePuma, Lotto and some large
Indian brands. The presence of corporate retailanes across different sub-segments
of sports, namely, equipment, shoes, apparel amesaories. They have a large
presence in the shoe and watch segment, followedpmarel. In the sports goods/
equipment segment, there are a few corporate eetagnd the bulk of the business is
with traditional, small, family-owned shops. Coratar retailers are more likely to sell
high-value, technology oriented products; traddilofamily-owned outlets sell low-
cost, fast selling products such as skipping ropdéigted balls and cricket bats. They
also sell foreign brands like Wilson, Yonex and pnSports.

The survey found that a few branded sports retalike Reebok, Nike, Adidas, Puma,
and Lotto operate across all segments includingipeggent, apparel, shoes and
accessories. There are a few Indian multi-branailees, like Planet Sports owned by
the Future Group and Primus Group, who have paialogderations; they operate in
both the retail and multi-brand outlet (MBO) formaPlanet Sports is the distributor
for foreign brands like Etonic, Speedo, Wilson &whverse, whereas Primus Retalil
Limited is the franchisee for brands like AdidageRok and Tommy Hilfiger; they
have also opened multi-brand outlets. There areestarge regional multi-brand
retailers like Lodhi Sports in the NCR, which hasumd five stores in Delhi. Corporate
retailers like ITC Wills Lifestyle have also brougbut an exclusive sports range,
namely, Wills Lifestyle Sport along with their I8g/e products. Apart from these,
retailers like Woodland by Aero Club have positidritbemselves as adventure sports
and lifestyle brands. Due to the FDI restrictionlyolndian companies are multi-brand
retailers. Most of the single-brand retailers wehclusive stores and pan-India
operation are foreign brands with wholly owned &dilsies in India.

Sports retailers are operating through various &smFranchisee is the most common
mode of operation for brand retailers such as ReehAdidas, and Puma, as it helps
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them increase their retail footprint. Corporateaitets operate simultaneously through
exclusive brand outlets, shop-in-shop with depantm&ores/multi-brand retailers,
factory outlets, and discount stores. The prodatégories and different store formats
are given in Table 6.1. Each format has its achga’ and disadvantages. For instance,
while exclusive outlets give better brand visilyilifootfalls are higher in department
stores. Department stores are increasingly settmgeparate sections for health and
fitness, which provides opportunities for sportaras to display their products. The
factory outlets attract price conscious Indian coners and help sell outdated designs.
The location of the shop is important. During theerview, it was pointed out that the
high streets give better brand visibility than gbiog malls, but the cost of real estate in
premium locations is much higher. Factory outletsthe other hand, are located in the
outskirts but consumers are willing to travel floe fower prices.

Table 6.1: Sports Products and Some Common Retdtbrmats

Product Category | Common Retail Formats

Sports Equipment Multi-brand sports outlets, departt stores, exclusive
single-brand outlets, factory outlets, traditiofehily-owned
outlets, e-retailing (or selling through the Intetn
telemarketing and direct selling.

Sports Apparel Exclusive single brand outlets, depent stores (through
shop-in-shop arrangement), discount stores andorfact
outlets.

Sports Footwear Multi-brand footwear retailers,lesive single-brand outlets,

factory outlets, department stores, discount storasd
traditional retailers.

Sports Accessories| Exclusive single brand outtipartment stores, multi-brand
stores for products like sunglasses and watcheschath
retailers.

Source: Compiled by authors from the survey

Non-store formats are common in sports productilirega For instance, Reebok
operates through both store and non-store forriaes.non-store format is growing in
India and so is the importance of internet retgilim 2009, about 48 per cent of the
internet users shopped through this mdBrands that do not have a retail presence
but are renowned can be purchased through inteeteil sites like eBay and
rediff.com. Direct marketing and teleshopping soatommon for products like fitness
equipment.

39 http://www.itu.int/en/pages/default.aspx
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Foreign brands such as Adidas and Lotto have lpmdsence in India for a long time in
the footwear segment through multi-brand retaildes Bata. Hence, these brands were
known even before they formally entered India tigitowexclusive outlets. Normally,
brands enter India through multi-brand outlets gmddually establish a presence
through exclusive brand outlets once the Indiarsuorers become aware of the brand.
The survey found that foreign brands have entdnedridian market through multiple
routes. For instance, Nike initially entered therke& in 1995 under an exclusive
seven-year licensing agreement with Sierra Tra#inmigrprise; in 2003, it established a
wholly -owned subsidiary. Brands such as Reebokn@&and Adidas have wholly
owned subsidiaries in India. They source producisfindia both for domestic and
foreign markets and have an integrated operati@orapassing sourcing, distribution
and retailing. Since they are incorporated in Indmeey are considered to be Indian
companies. Others, like Technogym, has enteredughraa distribution agreement,
whereas Lotto entered through a licensing agreemehich gave it the right to
manufacture, source locally and distribute produstsne retailers are entering through
joint ventures — for instance, Dama S.p.A. has &®(oint venture agreement with
Reliance Brand for their brand Paul & Shark. Othdikee Lacoste, enter through
franchisee agreements. Some have a mixed modelcefsing and distribution
agreement or franchising and distribution agreement

Since India does not have any strong domestic Braiodeign brands are doing well

and have been able to expand their presence g@ichpace. For instance, Reebok set
up a wholly owned subsidiary in 1995 and the compiannow present across 265

cities with around 500 exclusive stores, 200 shaets and 2,500 dealer outlets.

In spite of the presence and rapid expansion @idarbrands, the Indian market is not
saturated in terms of brand presence. Indian maturixs work for a large number of
global brands but all those brands are not avalabindia. For example, Speedo is the
only foreign swimwear brand in India. Moreover, sof the strong Indian brands do
not have an integrated retail presence. For instaBhiv Naresh is a popular Indian
brand catering to many national and internatiopalts events but it does not focus on
setting up branded outlets. Some of the well kndagdian brands are largely sold
through traditional retailers. Moreover, since awat of international federations are
required for use of the sports equipment in intéonal and national level sports
events, foreign brands are more likely to be ubad tlomestic brands (since they have
the approvals). The survey found that unlike Inddaands, foreign brands have better
bargaining power.

The preferred partners for foreign retailers/bramds established Indian business
houses, well-known franchisers, and companies vgthven sports distribution
capacity such as Sports Station India Private lachdénd Planet Sports. Very few like
Kappa have tried to partner with players who do mmie a proven record in sports
retailing, and they have not been very successful.
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Most sports brands have positioned themselves astsspum-lifestyle brands.
Although Indian consumers are less oriented towapists, the failure to associate
with a sport may adversely affect the retail of trand. In fact, brands like Kappa,
which had positioned themselves only as lifestytedpcts, have not been very
successful in India while others like Puma, whievén positioned themselves as both
sports and lifestyle products, have been succes&fubssociation with a sports event
is the key to the success of a sports brand amdeftire, the retail of that brand in
India. Successful brands like Reebok, Nike, Pumd Adidas have associated
themselves with popular sports like cricket. Somiernational players are working
closely with federations and sports developmensdiool, colleges, clubs etc. For
instance, in the past, Indian brands had a domipasition in the school shoe market
but now foreign brands like Reebok have enteresl segment. This is an important
segment for volume sales. Of late, there has bedancaease in brands for sports like
golf and motor sports; examples are Callaway (Gatil Ferrari (Motor Sports). The
survey found that most successful brands have wbreplanned their brand
positioning, sports sponsorship, pricing and selacof Indian partner. The Indian
franchisee partner is carefully selected on thesbafsa sound financial background,
experience in the trade, and ownership of shopgrime locations. The parent
company provides training to the franchisee and traployees.

All successful foreign brands in India have re-otgel their products to meet local
tastes and preferences; for instance, since Indmave broader feet in front than
Europeans, Reebok has customised its footweamtbarn consumers. To cater to the
niche market, Reebok also associates with desiginens the National Institute of

Fashion Technology (NIFT), Footwear Design Insit@nd famous designers like
Manish Arora to design their product range, gererdthe products and become
competitive.

The Indian market is also unsaturated in termset#ilrspread. The bulk of corporate
retailers are concentrated in large cities butbdéisteed players such as Reebok and
Adidas are now penetrating Tier Il and Tier lllies, while relatively new players like
Lotto are planning to expand beyond metropolitdiesi The growth of sports retail in
Tier Il and 11l cities has been propelled by theabishment of IT and other companies
in these cities, development of housing complexéth vacilities for sports like
swimming and tennis and the development of mallBjclw has increased sports
awareness. However, the penetration of sportsleetain smaller cities is somewhat
restricted because of poor availability and acdessports infrastructure. The survey
also found that “right-pricing” of the product mportant for penetration beyond metro
cities. Companies like Reebok and Adidas have desigight-pricing policies, as a
result of which they saw an increase in sales ef @0 per cent in semi-urban aré3s.

% Images (2009)
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Table 6.2: Selected Cities and Opportunities for Grporate Sports Retail

Modern retail Cities

Mature and Transitional Delhi/NCR, Mumbai, Bangal&olkata, Hyderabad,
Chennai, Pune, Ahmedabad

High-growth cities and Chandigarh, Ludhiana, Jaipur, Lucknow, Kochi,
Growing Opportunity Vadodara, Surat

New and Emerging Indore, Amritsar, Jalandhar,jiiN&hubaneswar,
Agra, Coimbatore, Kanpur, Nagpur, Goa

Nascent — will take some | Jodhpur, Patna, Rajkot, Aurangabad
time to grow

Source: Compiled by authors from the survey

When asked about the Indian market for sports prisgdmost retailers pointed out that

the market is nascent but the market will growhat tate of 20-25 per cent in the

current year. Indian society is changing and canstiess about health and fitness is
increasing, but the level of sports participatiefow, which limits the size of the sports

retail market, especially the equipment market.

The retailer survey provided some interesting inmisiopyto consumer behaviour. It
showed that Indian consumers are price-conscidus highest and lowest price ranges
of different brands and their fast-selling sportsducts are listed in Table 6.3. The
table shows that fast-moving products tend to bénénlowest range. Table 6.4 further
shows that foreign brands in India are positiortimgr products at similar price ranges
as Indian brands to cater to price conscious coasunfor this, almost all established
brands source most of their products from IndianB8s like Reebok, Adidas and Puma
work through contract manufacturing and only higlatespecialised products are
imported. Both single and multi-brand retailers nped out that the fast-moving
products in apparel are shorts, track pants andifiss while in shoes it is running
shoes, and in equipment it is light weights, skigpiopes, cricket bats, footballs, etc.
The survey also found that Indian consumers inanghsprefer to buy all products
under one roof and this gives an opportunity tgdamulti-brand retailers. India is not a
homogenous market and consumer behaviour variessaoegions and even cities. For
instance, in cities like Chennai and Kolkata, Imdixands are preferred over foreign
brands for sports products like cricket equipmaerttile in Delhi and Mumbai, foreign
brands are preferred.
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Table 6.3: Fast-Moving Sports Products and Pricesf Select Foreign Brands

Brand/Product Model Price (in Rs.) Type

Category

Reebok

Fitness shoes Road Plus KFS VI 3999/- (low) Fastintp
Veron 7999/- (high)

Running shoes Road Plus KFS VI 3999/- (low) Fastnmp
DMX Alta 13,999/- (high)

Cricket Bats Big Six 4999/- (low) Fast-moving
Skipper English 11,999/- (high)
Willow

Basketballs VR-1000 650/- Fast-moving

Lifestyle fast-moving Playdry T-Shirts 799/-

products

Nike

Football shoes Total 90 6999/- (low) Fast-moving
Tempo 14,999/- (high)

Cricket shoes Total90 7000/- (low) Fast-moving
Tempo 18,999/- (high)

Footballs LX-150 999/- Fast-moving

Lifestyle fast-moving Training category T- | 1595/-

products Shirts

Adidas

Football shoes AdiNova 4899/- (low) Fast-moving

Basketball shoes Turbo60 11,999/- (high)

Golf shoes Powerband 14,999/- (high)

Football shoes Gladiator 999/- (low) to | Fast-moving

2499/- (high)

Lifestyle Agora sports shoes 2599/- Fast-moving
Polo T-shirts 699/-

Puma

Cricket shoes M20 5500/- (low) Fast-moving

Football shoes Damper 2 10,000/~ (high)

Cricket bats Gilchrist 1199/- (low) Fast-moving
Vendetta 15,999/- (high)

Lifestyle fast-moving Ferrari shoes 3999/-

products

Source: Compiled by authors from survey
Note: Prices indicates the highest and lowest price

Retailers pointed out that men are the main cust®rok sports brands, but of late,
many branded retailers such as Reebok, Puma arel afé trying to attract women
customers through exclusive women’s outlets, wsilgositioning of women’s
merchandise, etc. Children are important consuwiesports products — they usually
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Table 6.4:

Retail Goods: Brands and Pricing

City Cricket Bats Footballs Lawn Tennis Racquets
Major Ownership | Price range Major Ownership | Price range | Major brands | Ownership | Price range
brands of some fast|  brands of some fast of some fast
moving moving moving
brands brands brands
(In Rupees) (In Rupees) (In Rupees)
Mumbai | Reebok Foreign 1000-1500  Adidas | Foreign 500-1000 Wilson Foreign 500-800
Cosco Indian 400-500 Dunlop Sports Foreign 500-1000
Bharat Indian 500-1000 Nivia Sportdndian 150-200
HMA Lion | Indian 200-500 Globe Sportdndian 400-500 Pioneer Sports | Indian 800-2000
Sports Nike Foreign
Chennai| Reebok Foreign 1000-120Q0  Cosco | Indian 300-400 Wilson Foreign 300-700
S.G. Indian 1200-1700 | Nivia Sportdndian 100-150 Jonex Sports Indian
B.D.M Indian 1000-1500 | Spartan Foreign 400-600 Yonex Foreign 650-800
S.S. Indian 1200-1600 Cosco Indian
Kolkata | S.S. Indian 1000-1400; Cosco Indian 270-500 Head N.V. Foreign 2000-3500
S.G. Indian 1000-1500 | Nivia Sportdndian 250-450 Wilson Foreign 1500-4000
B.D.M Indian 900-1200 Jonex Spornt$ndian 700-800 Babolat Foreign 2000-4000
G.M. Indian 2200-2400 | Adidas Foreign 700-800 Yonex Foreign 600-700
Delhi BDM Indian 750-1500 Victor Foreign 145-250 Cosco Indian 400-600
Sports
Cosco Indian 200-350 Wilson Foreign 800-1500
Sierra Sports Foreign 150-400

Source: Compiled by authors from survey
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start using the product as part of their sportstaed develop brand loyalty. This brand
loyalty stays with them throughout their life. Rekbhas come up with exclusive
children’s stores and kid’'s school shoes to caterthte younger section of the
population. Since the younger section of the pdmnas growing in India while the
population in many western countries is ageing,tevassports retailers are of the
opinion that India will be one of the fastest growimarkets in future.

Overall, the survey found that both Indian corperahd foreign companies are still
experimenting with the Indian market and are leggrirom their failures. For instance,
Reebok started a knitteshlwar kameezwhich did not succeed while Puma was not
very successful in selling golfing equipment.

6.1 Small/Traditional versus Large/Corporate Retailers

The survey found both similarities and differentesween family-owned traditional
retailers and corporate retailéfsCorporate retailers tend to be large retailers tha
operate across all product segments, while trawhtioretailers are smaller and
concentrate on the sports goods segment (Figuré)6Both market domestic and
foreign brands. Since most corporate retailersredtthe retail segment after 1995, the
outlets are relatively new. While corporate retailare most likely to have leased
property (76 per cent), traditional retailers ar@mty shop-owners (66 per cent). Small
family-owned retailers have a good relationshiphvitteir customers, 55 per cent of
whom are regular customers and this gives themdge ever large retailers. Some
corporate retailers like Adidas have come up witlyalty cards to lure/retain
customers. Unlike corporate retailers, traditioreghilers can give consumer benefits
like purchase on credit due to their interpersoaktionship.

Figure 6.1.1: Comparison of Large and Small Retadrs by Product Category

Product Categories for Large Retailers Product Categories for Small Retailers

Sports
Accessorie
33%

Sports
goods,
apparel anc
footwear

48%

Sports
accessori

. AL/\

footwear
14%

Sportswe
Sports 4%

goods and
accessorie;

5% Sport

Footwear
4%
Apparel Sports

goods
76%

Source: Compiled by the authors from survey

L1t is important to note that traditional businésgenerally small than corporate retail. Howeseme

traditional retailers can have more turnover thamparate retailers.
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For large retailers, better infrastructure and loaent area determine the location of
their outlets, whereas most traditional retaileeslacated in prominent shopping areas.
The neighbourhoolirana concept is not common, unlike in food and groaetgiling.
Since the product is niche, both traditional anddero retailers have to analyse their
catchment area and understand their consumeracinsome traditional retailers have
better knowledge about their consumers. Some l|aegalers conduct feasibility
studies, while others operate on a trial-and-dvesis. A comparison of large and small
retailers is given in Table 6.1.1. The average nemdf employees by store size is
given in Figure 6.1.2. As expected, the use of rietdgy is more among corporate
retailers. Technology such as bar coding is argmateart of corporate retail operation.
Use of IT for inventory management, sourcing antirgg up of supply chain is
common among the corporate retailers.

Table 6.1.1: Comparison of Large and Small Retaits: Survey Findings

Small Retailers Large Retailers
Average shop size 900 sq ft 1200 sq ft
Average working hourg 10 hours/ day 10 hours/ day
Average length of 30 years 9 years
business
Average yearly Rs. 3 million Rs. 3.4 million
turnover
Consumer profile 20-50 yrs, mainly middle- | 18-40 yrs, mainly high- and middlef
(average age) income & some high-income income groups
groups
Expansion plans Introduce more products (R®1ore stores (47 per cent); more
per cent) products (33 per cent); more brands
(24 per cent) and technological
upgrading (9 per cent)
Location Popular shopping areas Better infrastmecéund catchment
area determine outlet location
Major competitors Large retailers Other largaiitets (Reebok, Nike,
Puma or similar brands)
Minimum Class9or 10 Class 12
qualifications of
employees
No. of employees in Remained the same in all Remained the same iei76ant;
past 5 years increased in 14 per cent; decreased
in 9 per cent
Peak/off-peak season Peak season is summer;|offeak season is summer; off-peak
peak season is winter season is winter
Products Both branded and non- Only branded
branded; 16 per cent of the
brands are imported
Source of finance Bank loans and retained | Bank loans, profits and equity
earnings (profits) funding
Training 50 per cent provide staff 100 per cent provide staff training on
training on handling customer handling, product
customers and products knowledge, personality
development, shop management

Source: Compiled by the authors from survey
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Figure 6.1.2: Average No. of Employees by StoreZei
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6.2 Distribution Chain and Product Sourcing

An efficient distribution chain is crucial for th&uccess of a retailer. This section
analyses the distribution chain in India; more dpmdly, it looks at intermediaries like
wholesalers, distributors, importers and the matufars. The intermediaries link the
manufacturers to the retailers.

In India, the distribution chain is highly fragmedtwith numerous intermediaries. In
the past, wholesalers had a dominant position aost small retailers sourced their
products from wholesalers. The difference betwedmwlesalers and distributors is
given in Figure 6.2.1. Distributors appointed bymganies also supply to small
retailers but they largely work with large retafletAs shown in Figure 6.2.2, the
sourcing chain for corporate and small retailedifferent. The survey found that over
50 per cent of distributors and around 10 per a#nivholesalers work with large
retailers. Distributors focus more on brand margtihan wholesalers. By working
with distributors, large retailers have been ableesduce the number of intermediaries.
This has improved the earnings of both manufactused retailers and consumers are
getting a better price for the products. The distibn chain for imports is given in
Figure 6.2.3. It is important to note that, forgk retailers, their regional office plays
an important role in product sourcing. Manufactsireork closely with these regional
offices.
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Figure 6.2.1: Differences between Wholesalers amistributors
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Figure 6.2.2: Distribution Chain in India for Domestic Production
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Figure 6.2.3: Distribution Chain for Imported Products
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The survey found that both corporate and traditioetailers source most of their

products domestically. In fact, many foreign reteslhave been sourcing products from
India even without a retail presence in the counfty mentioned earlier, India is a

manufacturing hub for sports equipment, apparel ahdes. For a retailer, it is

important to know who they are sourcing productsnfr where they are located, what
their strengths and areas of specialisation anmeSuf these are discussed below:

6.3 Sports product Manufacturing

The sports goods manufacturing industry is ovegrdguwry old and has been growing at
an average annual rate of around 10-12 per caheipast five years. This is a labour-
intensive sector and occupies a prominent placegamernment policies for its

contribution to employment, especially of unskilledd semi-skilled workers. It is an
export-oriented industry. In the past, around 60gaat of the production was for the
export market, but in recent years, domestic demaasl increased and now only
around 40 per cent of the production is for expdtte increase in the share of the
domestic market indicates that (a) sports retaitketais growing (b) the Indian
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manufacturers now need to focus on the domesti&keharhis has strengthened the
relationship between Indian retailers and manufacsutand made them interdependent.

Sports manufacturing in India is largely through édmand Medium Enterprises

(SMEs) and is spread across the country with differegions specialising in specific
products (Table 6.3.1). The companies largely dpeom a contract manufacturing
basis (around 30 per cent of manufacturing is eahtmanufacturing). For instance,
Moja Shoes Private Limited does contract manufaggufor brands such as Reebok,
Nike and Puma. In all, around 318 sports equipraeatmanufactured in India — these
include inflatable balls, various types of racquetluttlecocks, cricket equipment,
boxing equipment, hockey sticks, etc. However, mahyhese are not sold in the
domestic market. Cricket equipment has the largleate (around 70 per cent) among
goods manufactured for the domestic market. Sgparel like cotton T-shirts cater
to both domestic and export markets. Retailerscgounost of the low-end footwear

domestically. High-end footwear and technology+mstee equipment are imported. At
present, India is importing products like gymnastic athletic equipment, golf clubs
and specialised sports shoes from countries likemaithe US, Taiwan and ltaly.

Accessories and raw materials like PVC soles, PUCi®r football and rubber are

imported from countries like China, Thailand andl&jaia.

Table 6.3.1: Manufacturing Clusters in India

Cluster Sports Product

Jalandhar Inflatable balls, badminton racquetsitigwocks, cricket and hockey
equipment, protective gear, swimwear, skating ageit, etc.

Meerut Cricket and boxing equipment, badminton uats, athletics and

gymnastics, swimwear, inflatable balls, hockey, nten skating
equipment, etc.

Ludhiana Bicycles, hiking and mountaineering equeptn

Bangalore Sports apparel

Moradabad | Sports shields, trophies, cups, etc.

Delhi Sports goods, apparel, shoes, kit bags,irgkadnd ski equipment,
hiking and mountaineering equipment, swimwear, etc.

Chennai Sports apparel, footwear and some goods

Kolkata Sports apparel, fishing equipment and shoes

Agra Sports shoes

Mumbai Sports apparel, bags and kits, trophiescapd, ski equipment, hiking
and mountaineering equipment, swimwear, etc.
Pune Skating equipment

Tirupur Sports apparel, including ski apparel

Source: Compiled by the authors from survey.
Note: Jalandhar and Meerut account for around Tbgr cent of the country’s sports goods
production.
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The survey found that Indian companies manufactorea large number of foreign
brands including Reebok (Germany), Puma (Germahgjto (ltaly), Nike (US),
Adidas (Germany), Fila (Italy/Korea), Rawling (U®unlop (Australia) and Spalding
(US). The number of foreign brands sourcing frowid has increased in recent years.
This has increased knowledge about Indian manufagtiand the domestic market
among foreign retailers. Indian companies are @igng to diversify into new product
categories like ski equipment (which has limitednded in the domestic market) and
golf balls (largely exported to countries like Gamy). During interviews,
manufacturers and retailers pointed out that telclgyois percolating down from
brands/foreigner retailers to Indian manufacturdtanufacturers are sometimes sent
abroad to learn the requisite technology (for examiNike). Reebok was among the
first to enter India and the biggest challengetfa brand at that time was to upgrade
factories and provide them with appropriate techggland training. Many Reebok
contractors re-equipped their factories and upgtdbte technology to meet Reebok’s
requirements. Some clients like Nike strictly moniguality, environmental, labour
and other standards. Thus, the entry of foreigailees has helped manufacturers to
upgrade and attain global standards.

The interviews with manufacturers also showed #natind 76 per cent of their clients
are fixed clients. Since Indian manufactures haweeked with many foreign brands

present in India, they know their clients well. Bda, which have a retail presence in
India, and large retailers source through theialloegional sourcing offices. Foreign

brands source through their local offices, buyirgerds, etc. Often contacts are
established on-line and bidding for the contrathisugh the Internet.

Most manufacturers rated foreign brands better thahan brands in terms of
technology and quality. When asked about the fadtoat contribute to their growth,
all the manufacturers emphasised quality and thatioaship with their clients.
Although the domestic retail market is growing, ytheomehow attached less
importance to it when they were asked to list thetdrs affecting their growth (Table
6.3.2). This may be because a number of brandghibgtmanufacture are not sold in
India. Besides, they seem to give less importaadechnological upgrading, despite
the fact that they have actually undertaken sonma ff technological upgrading.

Table 6.3.2: Factors Contributing to Manufacturers Growth

Factors Per cent
Quality 100
Relationships with clients 100
Contracts from international sources 60
In-house development of new technology 48
Installation of new machines 40
Contracts from domestic sources 38
Promotional activities 10
Foreign technical collaborations 10

Source: Compiled by the authors from survey.
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When asked whether FDI should be allowed in muliRd sports retailing,
manufacturers argued that it would help the doroestarket grow. With the global
slowdown, manufacturers who use to focus solelexmports, are now looking at the
domestic market. Respondents pointed out that vt of organised retail in India
has helped mitigate the adverse impact of the glsloavdown. Some manufacturers
also pointed out that some of their export marketsh as the US and EU were getting
saturated and hence they have to focus on new teaake the domestic economy. If
FDI allowed in retail, foreign brands would focus tndia and this would, in turn,
increase their sourcing from India. Citing the epdanof China, they argued that it
would raise awareness of India as a sourcing hdb therefore, sourcing from India.
The presence of foreign retailers would increaselypet awareness, use and percolation
of technology. At present, there is a shortagéeolinology in India. The country is
more competitive for labour-intensive products; keer, India is facing tough
competition from countries like China, which havettbr technology. For instance,
India is good for manufacturing hockey sticks maafe wood, but China has
competence in hockey sticks made of graphite ahdratomposite alloys, which are
lighter and more durable. Some Indian companies graphite, but they lack the
technology for one-piece, composite sticks. The lmillthe fithess equipment used in
India is imported from China and Taiwan.

When asked if imports would increase with the atlveh foreign retailers,
manufacturers argued that retailers in India — ivetoreign or domestic — would have
to source most of their products domestically étltater to price-sensitive consumers.
If retailers depend solely on imports, they canefarge their customer base. They
further pointed out that growth of corporate retalhas led to the growth of interlinked
sectors like fashion industry. In fact, most largtailers and their manufacturers work
closely with fashion designers. They believe thateign retailers will have to
customise their products for the Indian market dede will be scope for technical and
design collaboration.

Retailers, on the other hand, pointed out that f@ewring industry in India is highly
fragmented, unlike in countries like Pakistan whieie more horizontally integrated.
In Pakistan, sports goods, apparel and footwearufaaturing units are located close
together, whereas in India they are spread achessduntry. Moreover, in India, there
are separate export promotion councils under @iffeministries for sports goods,
apparel and shoes and there is no co-ordinationngntioese councils and/or their
members. The size of Indian companies is small evetpto Chinese companies and
they are less-technology intensive. Retailers sngrirom Indian manufacturers often
have to give the requisite technology to their jpicets.

6.4 Consumers

A small survey of 200 Indian consumers was condlideinderstand their preferences
for sports products, shopping behaviour, etc. \teced high and high-middle income,

48



educated consumers and is by means a representative sample of the total Ir
population. However, it gives some interestingghss into the shopping behaviour
bulk of the users of sports products. In Indiayaround one per cent of the populat
buy sports products and sample was drawn keeping in mind the key charasties
of that population Since the purpose of this study is to understarachd presenct
brand consciousness, shopping behaviour in traditiand modern retail, the surv
covered Tier land some smler cities Delhi, Mumbai, Kolkata, Chenn. Hyderabad,
Bhubaneswar and Sural)he key characteristics of the sample in terms efdle, sex
gualification, occupation and ownership patterngigen in Tables D1 to D5 in
Appendix D.Existing studies sho that young males are the primary consumer
sports products and this sample has taken thaagtdouni

The survey found thaif 200consumerspnly 97 (48.5 per cent) claimed that they h
bought a sports product (which can eitbe sports equipménapparel, shoes or fithe
goods or more than one of these products). Othayshave bought it but e lifestyle
product and not as a sports prodiThe najority of the sample who bought spc
products wasnale (81.4 per cent). The age group of tample is given in Figur
6.41. Around 45 per cent of the samfwere office executivesyhich shovs that
people working in the corporate sector are moreljiko buy sports productThe
respondents are largely located in metro citiegu(f€ 6.4.2)

Figure 6.41: Consumer Age Groups
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Figure 6.42: City-Wise Consumers’ Spread
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Table 6.4.1shows that consumers are more likely to buy spsitses followed b
sports apparel. Sports products are generally Haugkn annuabasis animost of the
respondents prefelo buy them fromexclusive outlets. Only a few consumers |
fithess goods anthat too is occasional. Although retailers pointed that they hav
peak and nompeak seasons, consumers pointed out that produetsparchase
whenever requiredHowever, the actual purchase behaviour shows thredwmers bu

sports products like shea@uring of-season discounts whémey get a lower pric

Table 6.4.1: Buying Patterns for Sports Good

Product Total Number of Frequency of Purchase Store format
Category | Number of |Respondentwho (Per cent share) (Per cent Share
Respondents buy the products
who buy |Branded| Non- |Yearly |Half- |Quarterly |Occasionally| Mall |Exclusive e- Other
products branded yearly branded |marketing
Outlet

Sports 58 57 1 41 14 1 2 21 36 (62 1
Apparel |y | @ 3 | @36 @
Sports 77 77 55 17 2 3 22 | 55(71
Footwear (71) | (22) 3) 4) (29)
Sports 45 45 36 4 5 12 | 25(56 8 (18)
Goods 80) | (9) (11) 27)
Fitness 13 5 8 13 3 6 1 3(23)
Goods (100) (23) (46) 8)

Source: Compiled by the authdrem thesurvey.
Note The calculations are based the sample of 200; the percentages giken in parenthese
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Overall, consumers are happy with the proliferatioh brands and expressed
willingness to experiment with different brands.eTimost commonly used brands are
given in Table 6.4.2, which shows that foreign loiaiare preferred in sports apparel
and footwear while there are some Indian brandgarts equipment. The survey found
that the level of sports participation and knowkedd global brands in niche sports like
skating, skiing and yachting is limited. Indian samers follow certain sports like

tennis, golf and football apart from cricket and/éaleveloped brand knowledge by
watching international sports events, reading spamagazines and newspaper etc.
During the survey it was pointed out that it taked®rand around five years to get
visibility.

Table 6.4.2: Brands that are Most Frequently Purchsed

Product Brand

Sports apparel Adidas, Reebok, Nike, Puma and Nbpiarts.

Sports footwear & shoes Adidas, Nike, Reebok, Pumto Sports and Ace

Sports goods Reebok, Yonex, Cosco, Adidas, Nikdsaitj Puma
BDM, TSS, Dunlop Sports and Jonex Sports

Fitness goods Aerofit

Source: Compiled by the authors from the survey.

Indian consumers are less aware of how to use tbdupt than consumers in
developed countries. The survey found that runelmges are often used for walking on
the assumption that they will last longer than wadkshoes. Besides, running shoes are
sometimes used for different sports instead oftsggpecific shoes. This may also be
because (a) purchasing power in India is low an@prsince sports participation is
often occasional, consumers do not want to spensports products. Consumers also
pointed out that imported products have to be ecosted. For instance, in many
European countries, football is played on soft gcbwhile in India, it is played on
hard ground and hence, the shoe has to be custbfoiskndian conditions.

The majority of consumers prefer to buy sports aglpand shoes from corporate/large
retailers (Figure 6.4.3). Sports goods are purahaséh from modern and traditional or
small retailers. Fitness goods purchased from sne#dlilers include light weights,
skipping ropes, yoga mats, etc. while that fromgdarretailers include more
sophisticated machines like exercise cycles aradltndls. The survey found that sports
shoe brands can be either Indian or foreign buletsutire largely corporate/modern
retailers.
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Figure 6.43: Where do you want to buy the poduct?
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When asked what factordetermined their choice of modern retail outlvis-a-vis
traditional outlets,most consumercited better product qualityquality assurance
exclusive designsbrand preference and shopping ambiel(Figure 6.4.4). Small
retailers do have an advantage in terms of avéthabif credit facilities, proximity to
customers and theielationship with custome

Figure 6.4.4: Factors Affecting Choice ofModern Retail Outlets
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The most important factor determining the choicéd@ndsis better quality. Brared
products are seen adfering more variety and better designeghich are importar
especially in the case of apparel. Interesti, peer pressure and advertisement did
have a good ranking.

Figure 6.45: Factors that determine toice of brands

120 4

100
100 -+

(o)} ®
o o
L L

Per cent Share
N
o

20 A

Factors ®

M Sports Appart M Sports Goods ™ Sports Shoes M Fitness Gooc

Source. Compiled by the authors from the survey.
Note The calculations are based on sample of

7. Barriers to Sports Retai

Sports retail is a niche and complex segmerretail, which involves the governmer
federations, retailers, sports sponsors, clubgleangs, etc. apart from the retailers .
their consumers. The sporetail business in a countiy driven by the level of spor
participation whichin India, islow for the reasons given below:

e Sports is treated asn entertainment and leisure activity and not as &sge
career option. The salaries most sportsmen are low anthis acts as a
disincentive to pursue spol

* The focus at the school level is on education aoidsports. Until recently
participation in sports was not compulsin schoolsand many schools do n
have adequate sports infrastructure and trainicigitfes.

* There is a shortage of sports infructure. The existing government funding
much lower than required fca country with a large population like Indi
Moreover, the existing infrastructure is not -maintained and tends ibe
concentratedh a few cities like Delhi and Mumbai. The suy found that ther
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are only three or four tennis stadia managed bygthernment. Facilities like
indoor swimming pools are lacking in India.

* India is a developing country and participationsome sports such as tennis,
shooting, golf and motor racing is expensive angiohd the reach of the
majority of the Indian population. For instanceg #ll India Tennis Federation
pointed out that only five per cent of the Indiaspplation can afford to play
tennis.

 There is a lack of professional training facilities sports like hockey and
swimming, which has led to deterioration in Indigi®bal ranking in these
sports and, therefore, a decline in sponsorshigpanttipation.

» Although a number of sports are played in Indialyofew receive good
sponsorship. For instance, the survey found thatdtfficult to get sponsorship
for sports like chess and swimming while it is easor sports like cricket and
football.

The Indian government has not focused on developraksports by linking it to
improvement in physical health of the communitythdugh the sports policy refers to
development of sports at the grassroots level, morvent expenditure is concentrated
in large cities. Figure 7.1 shows the governmepeexiture for the past five years, the
bulk of which is for the Commonwealth Games. Theegoment is also not keen to
promote sports like golf and motor sports whereidnsgl are trying to do well in
international events. Since the budget outlay foorts is low, this limits government
procurement. Moreover, while procuring product® tbcus of the government is on
lowest prices and, therefore, contracts are givethé lowest bidder without proper
evaluation of quality. Some of the survey respotgleave questioned the transparency
of the procurement process.

Figure 7.1: Financial Outlays of the Ministry of Youth Affairs and Sports for
Sports and Physical Education
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The sports federations are not professionally mathag most of them are registered
societies under the Societies Act. Many of themrareby ex-government officials or

military officials who are honorary/part-time anave political connections. They often
do not perform as autonomous bodies. This is begausthe absence of private
sponsorship for certain sports, they are depenolerthe government for funding and
for provision of infrastructure. In fact, the supv®und that shortage of funding makes
it difficult to upgrade and invest in training addvelopment of players; this leads to
poor performance of players in international eveatsd due to poor performance,
private sponsors are not willing to fund the s@ortl it loses its popularity. Hockey is
an example of how the national sport of India catedorate due to lack of funding,

infrastructure, poor management by the federatmutdated technology and poor
sponsorship.

Since retailers have to work closely with the goweent and federations, lack of co-
ordination between different government agencias lagtween government agencies
and federations adversely affects their operatiBesailers/sponsors further pointed out
that federations sometimes make unreasonable dem#ni easier for retailers to
work with some federations like the All India Tesritederation or BCCI, while it is
extremely difficult to work with federations for efis like swimming. Interestingly, the
survey found that some federations do not have ncocitrol over the players. They
cannot enforce contracts properly, which makedfiicdlt for brands to support the
players. Federations, on the other hand, pointddtlaat sports retailers and brands
focus too much on talent endorsement rather thaoreimg the team or the event.
They also pointed out that retailers/brands tendgsgonsor only a few sports like
cricket.

The other sports-related barriers include lackuddet and focus of state governments
who play the significant role in sports promotidack of corporate sponsorship for

state and local events, the low involvement ofggheate sector in sports compared to
developed countries, and security concerns duriag@msports events.

At the retail end, the core concerns of the corgoaad traditional retailers are similar.
Both corporate and traditional retailers referrediack of infrastructure such as proper
parking space, approach roads, warehousing fasiliind electricity as the main
barriers in the retail sector. Power failures avenmon and retailers have to invest in
captive power supply, which adds to the cost. Thatage of electricity also restricts
shop timings. Real estate costs are very high tiescisuch as Delhi and Mumbai
because of high stamp duties and restrictive zomggulations, which limit the
availability of land for retail/commercial purpos@on-availability of government land
together with fragmented private holdings makedlifficult for retailers to acquire
large plots of land. Laws related to land conversamd rent control acts vary across
states; although some states are in the procem®@fding the old Acts, the process is
not uniform across the country. The property margeatot transparent; lack of clear
ownership/titles and high stamp duties have reduiibe grey markets for property.
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There is no urban planning and illegal construdiai shops not only aggravate
parking, electricity and other problems, but alseate operational uncertainty. Large
retailers tend to complain more about the realtestad other infrastructure cost than
small retailers.

Corporate retailers pointed out that stringent latdaws govern the number of working
hours and minimum wages, leading to limited fleldpiof operations and employment
of part-time employees. There is a shortage ofeskipersonnel at the management
level and retailers have to invest in training.tRar, retail is yet to become a preferred
career option for most of India’s educated clasg ttas chosen sectors like IT, BPO
and financial services.

Both traditional and corporate retailers referred & large number of regulatory
constraints/barriers, although they are affectdter@intly by the barriers. The retail
sector in general is subject to a plethora of land regulations at the central, state and
local/ municipal levels. There is no nodal ministmyany specific legislation for this
sector even at the centre. Hence, it is difficalrdise concerns or discuss issues with
any particular ministry. The requirement of mukipklearances from different
government ministries/departments causes delaysaféexts efficient operations. Some
laws related to this sector are outdated. For edamp many states, the Shop and
Establishment Acts are over 50 years old (the Da&thiwas made in 1954 and that of
Mumbai in 1948). These laws have restrictive shopngs and require shops to be
closed once a week. Although this was done withilkention of giving employees a
day off, such laws are redundant for modern ratailgho can use employees on a
rotational basis. In states which have given leetwagodern retailers, the traditional
retailers suffer. In fact, small retailers tendctamplain more about inconvenience in
shop opening timings and police harassment thaye legtailers. Since retall is a state
subject, the regulations are state-specific andilees targeting pan-India operations
have to work with individual state governments.

Retailers pointed out that although the populaislarge, their target consumers (who
are educated, young and from urban areas) makalyd 0 per cent of the population.
There is no official data on the retail sector oflia and the data from different
consultancy companies vary. Market research stuidied to present an optimistic
picture of the country without highlighting the fitilties of retail operations. Although
the population is large, the actual purchasing paviehe masses is low. Moreover,
sports is not treated as a basic necessity, harrchgses are made only when required.
India is not a uniform market and there are redioadations in consumer preferences.
At present, most large retailers can focus on a @ties. The level of sports
participation is low and they can only sponsora §ports that attract viewership and
have viewership. . The survey found that thereoaitg a few fast-selling products and
consumer awareness about the use of the produtdrahd latest technology is limited.
Most consumers treat sports as an entertainmerieeuole activity, which make sports
products a direct competitor to other recreatiotionis like watching movies. Sports is
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treated as a means to keep fit and there are IeWfitoess options like yoga, which do
not require equipment, shoes, etc. Indian consurasFsprice-sensitive and not as
brand-conscious as their western counterparts.dBl@yalty is low and consumers are
experimenting with multiple brands. Lack of brandowledge makes it difficult to
penetrate the market and so the brands have ta spemmarketing and promotion.
Some foreign brands pointed out that in India, éhisra focus on sports like cricket,
which they do not sponsor. Advertising costs ase aigh.

Retailers often face the problem of how to markdt/a particular product. This
problem is more acute for large retailers. Linksmgprts with lifestyle products and
casual wear can result in a loss of identity; haavewithout this link they may not
have a wide customer base. During the survey, maiatlers were confused as to
whether they should position their products astspagar or casual wear. Some foreign
retailers who have tried to position their productdy as casual wear have not
succeeded in India. Many sports in which foreigaiters have competence or interest
in sponsorship are not acknowledged as sports doygdlvernment and cater only to a
niche market in India. Some retailers are also wsed about whether they should
position themselves as a luxury brand. Since psinoggower in India is lower than in
developed countries, brands that are not treatéalxasy brands in those countries are
treated as luxury brands in India. Interestingigall retailers have not raised this issue.
They carefully select the product, which they thitileir consumers will like and
develop knowledge about consumer preferences thrwiay and error.

Brands like Speedo face problems of counterfeitlpets, which shrinks their market
size and revenues. The survey found that countgnfeducts are manufactured within
the country and imported from countries like Chitdey reach the retail segment
through importers and wholesalers.

Both traditional and modern retailers have pointed that the Indian manufacturing
sector has not focused on strong brand developrbate are only a few strong Indian
brands and hence they have no options but to mddtetgn brands. There are
restrictions on foreign retail in India and manyeign brands want to enter once the
market is open. Hence, there is limited availgpilof brands, which prevents
economies of scale. Small retailers pointed out ¢basumers have shown preference
for branded products over unbranded products.

In India, the logistics chain is highly fragmentaadd the large number of intermediaries
increase costs. Delays in transportations and phelldocumentations requirements at
state borders also increase the costs of invemiarnyagement. A Planning Commission
estimate shows that logistics costs in India a@egntage of GDP increased from
13.41 per cent in 1999-00 to 14.97 per cent in AW®S5This implies that India spends
$30-40 billion more than it should on logistics doanefficient logistic chains. It also

estimated that approximately 14 per cent of a pctslcost represents logistics-related
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costs? Inter-state differences in definition, enforcemant incidence of taxes make it
difficult to have a uniform pricing model acros® tbountry. This results in infiltration

of products from states with lower taxes to statgh higher taxes, resulting in black
marketing. Corporate retailers argued that multRptaxation makes it difficult to set
up a centralised sourcing infrastructure. RetaMth chain stores often cannot work
on a hub-and-spoke model with a centralised mendibeny office due to the

heterogeneous tax structure. This does not all@mceies of scale in sourcing.

Retailers argued that the focus of the governmenthe sports sector is limited to
export promotion and not on the development of dioenestic retail market. The
government approach towards development of manufagtis also fragmented. There
are separate export promotion council for sportsdgpapparel and shoes and there is
not enough co-ordination between these councileyTtho not even participate in
international fairs/exhibition together and only 58C gets represented. After the
global slowdown, export promotion councils like Bxp Promote Council of
Handicrafts (EPCH) are focusing on the domestiailr@harket. The manufacturing
sector in India is marked by the presence of SMHEsst retailers do contract
manufacturing with multiple manufacturers and hefame the risk of losing control
over the production process.

Retailers pointed out that technology-intensivedpiais have to be imported. In India,
duties are very high as shown in Table Al in Apferd which increases the price of
the product. Therefore, an Indian consumer travglabroad can buy the product at a
cheaper rate than in India. Since most corpordsglees cater to high and high-middle
income group consumers who travel abroad (manperhtfrequently), they are aware
of the price differences and tend to buy their @mefd brands during their international
trips. They also argued that high total dutiesiacensistent with the policy of single-
brand retail, which wanted to allow the Indian ammers to access global brands.

Retailers have also referred to other import besrgich as delays and cumbersome
custom clearance process, inadequate warehousaigida in airports, bribes and
corruption. A sudden and unplanned shortage of nmaaterials can lead to non-
availability of goods at the retail end. For instanafter the bird flu in China, the
Indian government banned the import of featherschvhdversely affected shuttlecock
production and supply. Willow is used for high-gtyakricket bats and it is mainly
procured from Kashmir and the UK; Kashmir has noanried the sale of willow
outside the state.

Sports manufacturers, distributors and retaileguead that the restriction on FDI in
multi-brand retail is hampering the growth of tlssctor. Many sports retailers are
multi-brand and even if the government allows FpIta 100 per cent in single-brand
retail, it will not benefit multi-brand retailerské Reebok. As mentioned earlier,

2 Planning Commission (2009)
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manufacturers pointed out that while the intermatlomarket is getting saturated, the
domestic market is growing. Hence, they cannotrdfto focus only on exports. In
such a situation, the expansion of the domestiketas crucial for their growth.

Domestic corporate retailers argue that FDI in rrind retail will enable Indian
retailers to get foreign technical knowhow and fice, and provide consumers access
to a wide range of products. In fact, during thebgl slowdown, many Indian
corporates faced a financial crunch and are obftieion that joint ventures will ease
their financial situation. Moreover, the presentl F8striction is not an entry ban — it
only restricts the ability of the foreign retailexs choose the most preferred route of
entry. Some foreign retailers argued that Indiamsomers demand certain
commitments. For instance, they prefer to have gdtad-sales services and companies
need good after-sales infrastructure. For providingh services, they have to invest
and take long-term business decisions. Policy waicgy adversely affects long-term
business planning.

As mentioned earlier, the sector has not beneffttmd 100 per cent FDI in wholesale
cash and carry.

Retailers, manufacturers and sector experts hawgepoout that while most countries
are removing FDI restrictions and replacing thenthwegulatory restrictions, India

seems to continue with market access restrictioablé 7.1). In India, too, the debate
has shifted from foreign versus domestic retaiterarge versus small retailers. By
imposing a market access barrier like FDI in aaditin when foreign players can easily
operate in India, the country is not only losinduadle foreign exchange but also the
business opportunities that could have been thgrelubbing sports retail with the

series of international sports events that Indiadsting. Since a number of different
types of sports are played in sports events like @ommonwealth Games, it could
have been an opportunity for federations to genspiship, Indian manufacturers to
supply to foreign brands in India and Indian retalto enter into strategic partnerships.

The survey found that both Indian and foreign fetai had mixed experiences in
choosing the right partner. Some foreign compap@sted out that the partial FDI in

single-brands is not useful because often they db get the right partner and

sometimes they have to share their profits evenghahe Indian partner makes no
contribution. They also argued that in the polityere is no condition imposed on the
Indian partner, who can be a sleeping partner.eSsheeping partners do not interfere
with day-to-day retail operations, they may notaide to help with the local market

knowledge.
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Table 7.1: Restrictions

Restrictions Countries
Zoning Restrictions Japan, China, Italy, France
Nationality requirement Austria, Czech Republi@rkre, Hungary, Italy,

Korea, Netherlands, Malaysia (Bhumiputra), Oman
(51 per cent Omani shareholding to own show room)

Economic Need Test France

Rigid Labour Laws Japan, Germany, China

Labelling requirements Japan, Korea

State Monopoly Tobacco products Australia, France, Hungary, Italy,
Spain

Pharmaceutical products Austria, Belgium,
Denmark, France, Italy, the Netherlands, Spain,
Sweden, the UK

Sale of Alcohot Finland, Iceland, Norway, Poland,
Sweden, Turkey

Stringent Retail Regulations-rance, Japan, Greece, Austria, Germany

(Shop opening timings etc.)
Local employment Nigeria, Qatar, France
Requirement

Source: Compiled by the authors from USTR (2009) Boylaud, Olivier and Giuseppe
Nicoletti (2001).

The survey found that in the sports segment, tlgept from traditional retailers on
FDI relaxation or entry of corporate retailers asver than in segments like food and
grocery. This is because the product that tradafigports retailers sell is different from
corporate retailers — with the former selling tog#ts and sports equipment and the
latter concentrating on sports equipment, shoegarap and accessories. Moreover,
sports retailers like Reebok, Adidas and Puma gdlgezxpand through the franchise
mode, which provides employment and opportunitiestiie Indian partner; this
segment, therefore, has created employment andledoto loss of employment.
Overall, the survey found that the key problems tcdditional retailers are
infrastructure, regulations, streamlining of thei®mng network and lack of access to
finance. If these are met, they are ready to facepetition.

8. Reforms Required

The discussions in the previous section show tpatts retail in India faces multiple
barriers. The government policies directly afféwt growth of the sports sector and this
has implications for sports retailing. The lowdéwf sports participation in India is
partly due to the lack of government focus on gestor. Development of the sports
sector has strong linkages with development ofroseetors like tourism, advertising
and audio-visual. This is a labour-intensive seetod contributes to human capital
development. In a developing country like Indiag tjovernment policy should take
this into consideration. In this context, India ¢aarn from the experiences of countries
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like Australia and China. . Similar to these coigsy India can come up with a
regulation that links sports to health. For thie Ministry of Youth Affairs and Sports
has to work closely with the Ministry of Health arRdmily Welfare and Ministry of

Human Resource Development.

The Ministry of Human Resource Development's CCEtay, by making sports a

compulsory component of secondary education, issétipe step towards development
of sports at the school level. However, for sucpadicy to succeed, schools need
adequate infrastructure. Government funding in tspofrastructure should increase
and it should be spread across a wide range otsspod beyond metro cities. The
focus should not only be on creation of infrastuoetbut also its maintenance. The
Ministry of Youth Affairs and Sports can enter irgoblic-private partnership (PPP) for

development of sports infrastructure. While thevae sector is keen to undertake
construction in large cities, the ministry’s owrvéstment should focus on the grass
roots level.

One prime cause for neglect of sports at the degirgernment level is that it is a state
subject. The Comprehensive Sports Policy (2007mesended that sports should be
in the ‘concurrent list' instead of ‘state list’.hiE policy has certain positive
implications such as linking sport and tourism the delays in shifting sports to the
concurrent list has affected the development ofrtspin India. Greater inter-
ministerial, centre-state, inter-state and intedesto-ordination is required to develop
sports in a co-ordinated and comprehensive marsiace government funding is
limited, private sector participation should be @maged through innovative means.
During the survey, some respondents pointed out tha& in the case of airlines,
private sector players willing to sponsor natioeatnts should be given the contract if
they are also willing to sponsor some events asti®ol, state and zonal levels. The
private sector can be involved in development afrtspfacilities in private schools.
Sports complexes can be created in Tier Il andciiiles through public-private
initiatives in which the government provides latak concessions for construction, etc.
Such benefits are required to enable the goverhioemonitor charges levied for the
use of the facilities and their maintenance to enghat these are affordable by a
majority of the population.

Past experience shows that once constructed, tinfcasre is not well- maintained.

While events like the Commonwealth games in Deliti iwad to the development of

infrastructure, after the games, proper maintenascesquired for sustaining this

infrastructure. The maintenance contracts can \eengio private sector, who should be
allowed to use it only for sports.

Federations have to be autonomous — they shoufdebd from political interference
and should be professionally managed as per thdeljues of their respective
international federations. Federation themselvege @ come up with innovative
methods for sports promotion. At present, only\a federations are taking initiatives
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to popularise their respective sports, getting spoship, regularly conducting training
and tournaments.

In manufacturing, the focus of the government poktiould be on improving the
competitiveness of Indian industry rather than etgolndian industry needs scale
expansion and technical upgrading. Within sportsggent, there is need to identify a
few products where technical upgrading is a polsiband the focus should be on
those product categories. The different export mtion councils under different
ministries should work together for comprehensiegaopment of sports products. At
present, there is no holistic approach to develgproésports products and the sector
is suffering due to the resultant piece-meal dgualent approach of different councils.
Further, the focus of the councils should be ondng a strong “India brand”. It may
not be possible for an SME manufacturer to get pmsduct approved by an
international federation but several of them togethith similar products can develop
a brand on a co-operative basis with the help pbebcouncils.

The logistics chain in India needs to be more asggh India is investing on
infrastructure like the development of nationalhvigys. However, there is need for
reforms so that delays at inter-state borders aameduced. This can be done by
computerisation of check posts, 24x7 manning otkhmsts and green channelling of
toll points.

At the retail end, the major problem of the indyssr multiple regulatory agencies and
multiple regulations at the centre, state and |tmadls. Unlike other sectors like sports,
which are also state subjects, there is no mingttre centre exclusively looking after
the retail sector. The Department of Consumersiifislinistry of Consumer Affairs,
Food and Public distribution looks after internalde while DIPP looks after external
trade (FDI issues and industry). While some expleelgeve that DIPP should be the
nodal agency, others argued that it should be theaBment of Consumers Affairs,
Ministry of Consumer Affairs, Food and Public disttion, since retail is a part of
trade. This raises the issue of whether retail khbe treated as a trade or industry.
There is no consensus within the central governmasnio who should be the nodal
ministry and the sector as a whole suffers. Giles tincertainty, retailers have been
requesting industry status. They believe that “stdustatus” would not only give them
easier access to funding, it would also give somd kf credibility to the profession
and they can formally come under the DIPP. Howelbemg conferred the “industry
status” alone will not solve the problem of mukiiplegulators — regulation has to be
streamlined. The Planning Commission has beengrgrdo so by designing a model
Shops and Establishment Act. This is a good ste} irall states follow the basic
principle of this model act, it will help streamdirstate level regulations. The Act needs
to look into the possibility of flexible shop tings.

Retail is closely linked to urban planning. Theuss of displacement of traditional
retailers in neighbourhood shopping centres byelasjailers, parking problems, etc.
are all urban planning issues. In Delhi, retail®ese allowed to set up operations and
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then the municipal corporation implemented seabthgllegal shops. Many retailers

faced business losses due to such sporadic mea&lodslly, countries have tried to
minimise the impact of large retailers on smalbailets by proper urban planning and
zoning restrictions. Malls are allowed to locate Specific locations with proper

connectivity and infrastructure.

Retail is the second largest employer after agricel This has made it a politically
sensitive sector in India because of its employmplications. There is a need for
alternative employment creation. Sectors like spproduct manufacturing, which are
labour intensive, can provide alternative employnhaportunities. If retailers source
from SMEs, it will lead to employment creation. garscale demand from retailers can
help manufacturers upgrade and realise economiescale. This will lead to
employment generation in the manufacturing segnt@avernment and large retailers
and educational institutes can work together fdr dkvelopment.

In the past, there were apprehensions about therselvmpact of foreign retailers on
domestic retailers if FDI is allowed in this sectdtow, with the entry of Indian
business houses in retail and their ambitious estparplans, the debate has focused on
big versussmall, i.e., whether corporate retailers wouldselrihe traditional retailers
out of business and, therefore, lead to a redudtoemployment. Those against
corporate retailers have argued that modern regasilmarginalised traditional retailers
in countries like Thailand;, the corporate secwffinancially strong and has higher
bargaining power, can source and sell productscaeap rate and, therefore, can drive
traditional retailers out of business. It is alsgueed that they practice anti-competitive
practices including predatory pricing. Those indavof modernisation argue that since
the economy is growing, both traditional and modemetailers can grow
simultaneously; modern retailers will bring in teatal knowhow and global best
management practices, invest in the supply chaaliefrastructure and allied sectors,
create better quality jobs, increase governmergme® due to transparent accounting
practices and offer consumers a wider range ofcehdihe Competition Act, 2002 can
take care of anti-competitive practices and preggtacing.

The survey found that the impact of modern retailtaditional retailers depends on
factors such as the expansion policy of the cotporatailer, economic growth and
changes in consumer demand patterns, apart fronthesentry of corporate into the
retail business. Corporate retailers are not a ly@mous group. They differ in their
operating models, pricing, the clients they cabearid their pace of expansion, etc. and
each can have a different impact on the traditiseator. As mentioned earlier, in the
sports sector, the commodities sold by corporatkteaditional retailers are different.
Their clients/customers are also different. Whdeporate and branded retailers cater to
10 per cent of the Indian high and high-middle meoconsumers and will continue to
do so for at least the next five years, small ketsicater to the rest of the population.
Corporate retailers also work closely with governiniederations clubs, etc., which
only a few traditional retailers do. Since spontsducts are not a basic necessity, the
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retail business in sports goods is different frotheo forms of retail like food and
grocery.

The survey also found that small/traditional ret@lhave certain advantages over large
retailers such as purchase on credit which largelees will not be able to offer. They
have a wider reach and due to this, even foreignds are sold through small retailers.
Large retailers have and will expand through thandhising model creating
employment opportunities for local Indians. Henemtry of corporate into sports retalil
has not adversely affected the small retailers. Srhall retailers are more affected by
other problems like lack of infrastructure facédi irregular supply of products,
restrictive shop timings and police harassmentfalet, FDI or entry of corporate
retailers in sports retail have not been in thé d&if top five problems stated by
traditional retailers or their associations.

The FDI policy has come under criticism from comder retailers, sector experts,
manufacturers, federations, foreign brands owners ratailers. India is also under
pressure from the WTO and its FTA partners to agerthis sector. This study found
that in the sports segment, the single-brand pdiay not been useful since the policy
requires fulfilment of a number of conditions andmy sports brands are multi-brand.
The relaxation of FDI in single-brand to 100 pentceill not make a major change in
the FDI inflows or sourcing from India in this segn. The country will benefit only if
51 per cent FDI is allowed in multi-brand retailinghis will lead to the entry of more
brands and better quality products for use by imdiportsmen and more sponsorship
for sports events. Indian corporate retailers thojoint ventures can have access to
finance and global best practices.

Today, many sports products used in important spevients are imported. While
government and federations can import them duty;fteere is a high total duty on
products like shoes. This limits their use, esplciby private organisations and
consumers. If government wants consumers to adwessls (as per the single-brand
policy, to increase knowledge about the use ofgbecific product and technology,
total duty on final products should be brought ddvam 24 per cent to not more than
10-15 per cent. Consumers’ use of products willinotease if they have to pay a high
price for it.

It is important to note that retail is a family-oadh business and many global retailers
have grown from family-owned business to corporételndia, there are some large
family-owned businesses, which are known as t@uli retailers but have the
capability to tie up with global players. Thereaisieed to encourage tie-ups between
mid-sized Indian and foreign businesses in whicthsdes benefit. This can only
happen if partial FDI is allowed in multi-branda#ing. Since the FDI restriction is not
an entry ban, the government, instead of havingtipiel entry routes for foreign
retailers, which it cannot monitor, should allowIFf@ith a proper regulatory regime to
ensure that there is no adverse impact on domgstyers. This study strongly argues
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in favour of the need to regulate retail — and ttas be done through various means
like streamlining regulation, zoning and proper ambplanning rather than FDI
restriction. As shown in Table 4.4, globally, caugg are moving away from market
access restrictions to regulation.

The complexities in FDI policy has led to negohgtcomplexities. In the India-Korea
CEPA, while India has been conscious in undertakiojmmitments in the services
chapter (it does not include retail and only inesdpart of wholesaling and
commission agents services), in the investmenttehafpanchising, wholesale trading,
commission agent’s services and FDI up to 51 pat simgle-brand retail have been
opened up (India has mentioned about the singledbnegulation). The CEPA
investment chapter is one of the most liberal imest chapters in trade agreements.
There is need for India to have consistent commitsié the services and investment
chapter in international agreements. Further, matigonal negotiations today are
increasingly focusing on regulatory issues whildianis focusing on FDI issues. India
also seems to be forthcoming in giving nationahttmeent commitments unlike other
countries. A better negotiating strategy would hbgen to commit 51 per cent FDI in
single-brand retail and not undertake any commitsé@m national treatment. India
needs to reserve the rights to implement regulataord monitor investment. By over-
emphasising market access, these crucial issues sedave been ignored. Before
going for the India-EU Broadbased Trade and InvestrAgreement or the India Japan
Comprehensive agreement, which are due for sigtisgyear, India needs to evaluate
the commitments made across different chapterbefindia-Korea CEPA. Lastly, to
enhance the country’s bargaining power both inMREO and FTAs, FDI restrictions
should be replaced by sound regulations which takd#e consideration the
requirements of the domestic industry.

Modernisation will continue. Globally, there isrartsition from traditional to modern
retail and, as India develops and globalises,whlisbe a natural trend in the country.
The government can help the traditional sector nekenooth transition and upgrade
itself. Since this sector faces a financial crurgbvernment owned banks and micro-
credit institutions can design innovative packaemeet the specific requirements of
this sector. Some banks, such as the Syndicate,Baae already started micro-
financing for small retailers. There can be insaeaschemes specially designed for
small retailers. One of the biggest disadvantadebe small retailers vis-a-vis large
retailers is the high purchasing/procurement cobte government can work with
small retailers’ associations to streamline thecprement process and encourage them
to do bulk purchases through associations. Govenhigan work closely with them to
upgrade technology, train of manpower, invest frastructure and use IT.

9. What Should Retailers Do?

India has a large population but only a small nunase consumers of sports product.
Retailers should do market feasibility studiesytheed to understand that the Indian
market is heterogeneous and taste patterns vapgsacegions and even across cities
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The survey findings showed that there is a shortdglata and information. There is no
official system of data collection or evaluation pdlicy. For instance, before the
single-brand policy was initiated, there was nokaastudy to see if Indian consumers
are becoming more brand conscious. Similarly, dftés policy, the impact of the
policy has not been studied. Data provided by kfi€ consultancy organisations do
not match and many of them tend to present an ap®mistic picture of the Indian
retail market. The industry needs to develop amamisgd system of data collection and
research.

Retailers should customise their products accortbngpnsumer requirements. During
the survey, it was found that retailers who wesenty to sell products like export
surpluses have a limited market. Some manufactatecsthink that they can sell their
export surpluses in the domestic market. HoweVves, will not enable them to grow.
As Indian consumers become more aware, retailesd teeknow that anything or any
brand will not sell in India.

There is also need to develop brand awarenesdia. Iharge retailers/brand owners
have the capability of developing brand awarenkssugh event sponsorship, player
sponsorship. Small retailers have a limited capaoi invest in brand visibility but,
since they too sell branded products, they willdféronce the brands become well
known. Although Indians use sports products astyle product, association with a
sports event is the key to the success of a brarddia. Today most brands tend to
associate with sports like cricket. There is nemdbfands to be associated with more
sports. Working with schools and colleges and spang events at the junior level will
give brand visibility. Since Indian consumers am&g conscious, right pricing of
products is important for a retailer’'s success.

The retailers need to invest in the supply cham Tthey have to focus on reducing the
number of intermediaries and streamline their symplain. While large retailers are
investing in the supply chain, small retailers tigb their associations can source in a
co-operative mode directly from manufacturers. kavglumes of direct sourcing will
enhance the bargaining power of retailers, it vatluce the number of intermediaries
and manufacturers will also get a better pricetieir products.

Retailers have to be careful in their choice ofdoicis and partners. Experience shows
that not all products succeed in India. Certaindpots do well in specific marketing
formats. For foreign retailers, choosing the rigattner is the key to success in India. It
is important for foreign retailers/brands to haveladian partner with local market
knowledge. They need to be aware that althougtalhds a large population, they will
be catering to only one per cent of it. Their exgr@es in developed country markets
cannot be replicated in India.

Lastly, this study found that retailers — whethage/corporate or small/traditional —
face similar problems in sports retail. Irrespeetiof their size, all retailers face
problems with acts like Shop and Establishment Ratge and small retailers should
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work together to identify the common problems fgcithis sector and making

constructive suggestions to the government. Asgne the retail sector is suffering
since retailers are not putting forward their cm®ues in a unified manner. There is
also need for more co-ordination between retail myahufacturing organisations. For
instance, retailers associations can work with rfeoturers associations for

streamlining sourcing from the SME sector.

10. Conclusion

Sports retail is a niche retail segment in whickegoment, federations, manufacturers,
sponsors and consumers play an important rolendim) retail of sports products is
growing due to an increase in per capita incom&geasing health awareness and brand
consciousness and the entry of corporate retaitethis segment. India has been a
manufacturing hub for sports products and the numbérands sourcing from India
has increased after liberalisation. With the growfhthe domestic market, some
companies that were previously focusing solely @poets are now looking at the
domestic market. Global retailers, who are facingaturated market at home and
slowdown in countries like the US, are now lookatggrowing markets like India and
China. India is hosting a number of internationpbrss events, which has created
opportunities for sports product retailing.

In the above context, this paper looked at thetspetail business in India highlighting

the opportunities and constraints. This survey-thatsedy found that sports retail is a
small segment of retailing, but its share in ta@iporate retail is around 10 per cent.
Around 30 per cent of the sports products retaithipugh corporate retail and the
remaining 70 per cent is through family-owned srbalinesses. The sector is growing
at an annual average rate of 20-25 per cent and/ imalian corporate and foreign

retailers are keen to enter this segment.

The study found that the present FDI restrictiorss mot an entry barrier - it only
restricts the ability of foreign retailers to cheotheir most preferred route of entry.
Foreign retailers and brands have entered and rasemt in India through various
modes like franchising, wholly owned subsidiariadistribution and licensing
agreements. The study also found that this is @ dessitive segment of retail unlike
food and grocery and the products sold by corpoeaié traditional retailers are
different. Both traditional and corporate retailbes/e their own strengths, which help
them coexist. The entry of corporates in this segnimas created employment. The
growth of organised retail in India has helped gaite the adverse impact of the global
slowdown in the manufacturing segment.

Based on these findings, the study recommendsithper cent FDI should be allowed
in multi-brand sports product retailing. This wilhcrease sourcing from Indian
manufacturers, provide them access to technologyease brand awareness, inculcate
the sports culture among consumers and encouragstment in sports infrastructure,
sports sponsorship and funding. Indian corporatailees will also have access to

67



global best practices and finance. There is a f@ethore private involvement in the
sports sector of India — 51 per cent FDI in muiaxd retail will facilitate this. The

study found that increasing the FDI limit to 100 pent would not benefit this sector
significantly.

The study also found that the core problems of $keistor, such as infrastructure and
multiple regulations, are same for both corporateé &aditional retailers. Once these
are addressed, the efficiency and productivityhefgector will increase. The role of the
government should be that of a facilitator for tevelopment of this sector rather than
that of a monitor and controller of market accéseugh FDI restrictions while foreign
players enter through other routes. Governmentyahould allow small retailers to
upgrade and become more competitive. There is rfeedmore public-private
partnership in this sector and this study iderdifieeas for such partnership including
development of sports infrastructure, training aipéoyees, streamlining of supply
chain, sourcing from SMEs and branding.

Although India is a sourcing hub for sports produd¢he country does not have an
integrated production chain, strong domestic branBssides, different export
promotion councils in this sector do not work in iategrated manner. The level of
sports participation is low and there is limitedess to infrastructure. The study argues
in favour of an integrated approach to sports sedéwvelopment. There is need for
government investment and appropriate policy topetpthe growth of this sector.
Federations have to be professionally managedptbeurement process should be
transparent; emphasis should be on quality andonbt on price while procuring
products from private sector; the different expardomotion councils have to work
together to develop India specific brands and ntahem. The study pointed out that
too much focus on export markets, which are gettiamirated, will adversely affect
manufacturing and hence, the focus should be omowig the competitiveness of the
industry.

Lastly, the study found that as India is a membethe WTO and is negotiating
comprehensive bilateral agreements with a large baunof trading partners, the
country should be careful about undertaking commaitts. Citing the example of the
lack of consistency between the services and imest chapter of recently signed
India-Korea CEPA, the study argued that complex HR@gulations increases
complexities in international negotiations. Indsaone of the few countries, which still
have FDI restrictions, while globally countries ameving towards regulating the retail
sector. The study strongly argues in favour of praggulation — which will help the
sector to modernise without adversely affectingtthditional sector.
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Table Al: India’s Total duty Structure for Sports Products

Appendix A

HS Codes Item Description Unit Basic | CVD (in | Special | Total Duty
Duty (in | per cent) CVvD with 2+1%
per cent) (per Education

cent) Cess

Sports Apparel

611211 00 Track suits of cotton,

knitted Unit 10 8.24 0 0

611212 00 Track suits of synthetic

fibres, knitted Unit 10 8.24 4 24.421
611219 10 Track suits of silknitted Unit 10 8.24 4 24.421
611219 20 Track suits of wool or

fine animal hairknitted Unit 10 8.24 4 24.421
611219 30 Track suits of artificial

fibres, knitted Unit 10 8.24 4 24.421
611219 90 Track suits of other

material knitted Unit 10 8.24 4 24.421
611220 10 Ski suits of sillknitted Unit 10 8.24 4 24.421
611220 20 Ski suits of wool or fine

animal hair knitted Unit 10 8.24 4 24.421
611220 30 Ski suits of cottoknitted |  Unit 10 8.24 0 0
611220 40 Ski suits of synthetjc

fibres, knitted Unit 10 8.24 4 24.421
611220 50 Ski suits of artificial

fibres, knitted Unit 10 8.24 4 24.421
611220 90 Ski  suits of other

material knitted Unit 10 8.24 4 24.421
611231 00 Men's/boys’ swimwear of

synthetic fibres, knitted Unit 10 8.24 4 24.421
611239 10 Men's/boys’ swimwear of

silk, knitted Unit 10 8.24 4 24.421
611239 20 Men's/boys’ swimwear pf

artificial fibres, knitted Unit 10 8.24 4 24.421
611239 90 Men's/boys’ swimwear pf

other textile materials,

knitted Unit 10 8.24 4 24.421
611241 00 Women's/girls' swimwear

of synthetic fibres, knitted Unit 10 8.24 4 24.421
611249 10 Women's/girls’ swimwear

silk, knitted Unit 10 8.24 4 24.421
611249 20 Women's/girls’ swimwear

artificial fibres, knitted Unit 10 8.24 4 24.421
611249 90 Women's/girls' swimwear

of other textile materials,

knitted Unit 10 8.24 4 24.421
621111 00 Swimwear for men or

boys, not knitted Unit 10 8.24 4 24.421
621112 00 Swimwear for women or Uni 10 8.24 4 244
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HS Codes

Item Description

Unit

Basic
Duty (in
per cent)

CVD (in
per cent)

Special
CVD

(per
cent)

Total Duty

with 2+1%

Education
Cess

girls, not knitted

621120 00

Ski suits, not knitted

Unit

10

8.24

4

24.421

Sports Footwear and Shoes

640212 10

Ski boots, cross-count
ski footwear &
snowboard boots 0O
rubber

10

8.24

24421

640212 90

Ski boots, cross-count
ski footwear &
snowboard boots of othe
material

=

10

8.24

24.421

640219 10

Other sports footwe
with outer soles & uppe
of rubber

Pairs

10

8.24

24.421

640219 90

Other sports footwe
with outer soles & uppe
of other material

ar

Pairs

10

8.24

24.421

640312 00

Ski-boots,
ski footwear
snowboard boots

and

cross-country

Pairs

10

8.24

24.421

640319 10

Other sports footwe
with outer soles of leathe|

Pairs

10

8.24

24.42

640319 20

Other sports footwe
with outer soles of rubbe

Pairg

]

10

8.24

24.42

640411 10

Sports footwear,
shoes, basketball shosg
gym shoes, training
shoes, etc. with oute
soles of rubber with
canvas upper

tenni

Pairs

10

8.24

24.421

640411 20

Sports footwear,
shoes, basketball shoe
gym shoes, training
shoes, etc. with outg
soles of rubber with
leather cloth uppers

tenni

Pairg

10

8.24

24.42]

640411 90

Sports footwear,
shoes, basketball shos
gym shoes, training
shoes, etc. with oute
soles of other material

tenni

Pairs

10

8.24

24.42

Sports Produ

cts/Equipments

950611 00

Skis

Unit

10

14.712

950612 00

Ski-fastenings
bindings)

(K

Kg

10

14.712

950619 00

Other
equipment

snow-sk

Kg

10

14.712
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HS Codes Item Description Unit Basic | CVD (in | Special | Total Duty
Duty (in | per cent) CVvD with 2+1%
per cent) (per Education

cent) Cess

950621 00 Sailboards Unit 10 0 4 14.712

950629 00 Other water spornts

equipment  (Water-skisg,
surfboards etc.) Unit 10 0 4 14.712

950631 00 Golf clubs, complete Unit 10 0 4 14.712

950632 00 Golf balls Unit 10 0 4 14.712

950639 00 Other Golf equipment

(except complete clubg

and balls) Kg 10 0 4 14.712
950640 00 Articles & equipment far

table tennis Unit 10 0 4 14.712
950651 00 Lawn tennis rackets,

whether or not strung Unit 10 0 4 14.712
950659 10 Squash or racquethall

badminton rackets,

whether or not strung Unit 10 0 4 14.712

950659 90 Other rackets Unit 10 0 4 14.712

950661 00 Lawn-tennis balls Unit 10 0 4 14.712

950662 10 Football Unit 10 0 4 14.712

950662 20 Volley ball Unit 10 0 4 14.712

950662 30 Basket ball Unit 10 0 4 14.712

950662 90 Other inflatable balls Unit 10 0 4 14.712

950669 10 Hockey ball Unit 10 0 4 14.712

950669 20 Cricket ball Unit 10 0 4 14.712

950669 30 Golf Balls Unit 10 0 4 14.712

950669 40 Rugby balls Unit 10 0 4 14.712

950669 90 Other balls Unit 10 0 4 14.712

950670 00 Ice skates & roller skates,

including skating boots

with skates attached Unit 10 0 4 14.712
950691 10 Boxing equipments Kg 10 0 4 14.712
950691 90 Other gymnastics/athletic

equipment Kg 10 0/8.24 4 14.712
950699 10 | Badminton shuttle cocks Unit 10 0/8.24 4 14.712
950699 20 Leg pads and bats for

cricket Unit 10 0/8.24 4 14.712

950699 30 Shoulder pads for football ynit 10 0/8.24 4 14.712

950699 40 Hockey sticks and blades ynit 10 0/8.24 4 14.712

950699 50 Polo sticks including

blades, shafts and heads Un 10 0/8.2 14.71

950699 60 Sports nets Unit 10 0/8.24 4 14.712

950699 70 Tennis & badminton

racquet pressures Unit 10 0/8.24 4 14.712
950699 80 Shin/protective guards Unit 10 0/8.24 4 14.712
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HS Codes Item Description Unit Basic | CVD (in | Special | Total Duty
Duty (in | per cent) CVvD with 2+1%
per cent) (per Education

cent) Cess
and elbow or shoulder
pads excluding those far
football; waist; thigh and
hip protective equipment

950699 90 Other sports equipment| Unit 10 0/8.24 4 14.712

950710 00 Fishing rods Unit 10 8.24 4 24.421

950720 00 Fish-hooks, whether (or

not snelled Kg 10 8.24 4 24.421

950730 00 Fishing reels Unit 10 8.24 4 24.421

950790 10 Fish landing and butterfly

nets Unit 10 8.24 4 24.421

950790 90 | Other hunting requisites Unit 10 8.24 4 24.421

Sports Accessories

420321 10 Gloves for sports Kg 10 8.24 4 24.421

420321 20 Mittens & mitts for sports  Kg 10 8.24 4 24.421

Source: Compiled by the authors from Goyal, Ard0@.

Note: (i) The basic customs duty represents thereat tariff of the country applicable to goods on
entry in India. The majority of standard rates dahe effective rate or otherwise reflected in
the custom exemption stated in the exemption catiidin.

(i Additional Duty of Custom (known as CVD) isilble on the imported goods ad equivalent
domestic tariff in terms of Section 3(1) of Custorasiff Act, 1975.

(i) Special Additional Duty of Customs (known &pecial CVD) — Under Section 3(5) of
Customs Tariff Act 1975, domestic taxes like s@esvalue added tax, local tax or any other
charges leviable on a like article on its sale, ghase or transportation in India, have been
made applicable on the imported goods as well famter balancing these taxes. Education
cess is not applicable on the Special CVD.

(iv) Total Duty is a total applicable standard raté duty on any item including basic customs
duty, additional duty of customs and special addai duty along with any applicable cess
on the imported goods.

(v) Education cess (EC) of two + one per cent om diggregate of excise and customs duties

(vi)

(vii)

applicable to all goods in this table. Impact of i€luded in additional duty and total duty
with EC column.

Additional duty for HS code 61 and 62 are sabjto an additional duty on Tariff value
equivalent to 60 per cent of the retail sale ptiicat is declared or required to be declared on
the retail package under provisions of Standard¥veights and Measures Act 1976 or any
other law on the subject. This is provided by Excdiotification 20(NT)/30.04.2001 as
amended by CE 7(NT)/01.03.2002.

Additional duty for (a) footwear of retail Eaprice not exceeding Rs. 250 per pair - Nil & th
price is indelibly marked or embossed on the foatywéb) footwear of retail sale price
exceeding Rs. 250 and not exceeding Rs. 750 perphper cent and (c) others — 8%. per
cent. Additional 2 per cent of this duty for edimatcess. (MRP based Assessment: Valuation
for the purpose of additional duty on headings @4t® 64.05 is based on MRP (Maximum
Retail Price) declaration on the package.

(viii) There is no CVD leviable on sports articleisd equipment used for general physical exercise

(Hs code from 950699 10 to 950699 90).
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Appendix B
An Overview of GATS

GATS, established in the Uruguay Round of WTO niegjons (1986-1994), is the first

ever set of multilateral, legally enforceable rujeserning trade in services. The main
aim of GATS is progressively to liberalise tradedanvestment in services through
periodic rounds of negotiations.

Under GATS, services are traded in four differeodes:

* Mode 1 “Cross-border supply of services” refers to tledivary of services
across countries such as the cross-country movemiemassengers and
freight, electronic delivery of information and dat

* Mode 2 “Consumption abroad” refers to the physical mogatnof the
consumer of the service to the location where #@ice is provided and
consumed.

* Mode 3 “Commercial presence” refers to the establishmentforeign
affiliates and subsidiaries of foreign service camps, joint ventures,
partnerships, representative offices and branchess analogous to FDI in
services.

* Mode 4 “Presence of natural persons” refers to natusak@ns who are
themselves service suppliers, as well as naturabps who are employees of
service suppliers temporarily present in the othember’s market to provide
services.

In Modes 1 and 2, the service supplier is not prea&hin the territory of the member,
while in Modes 3 and 4, the service supplier issen¢ within the territory of the
member.

The GATS contains two sorts of provisions. Thetfare general obligations, some of
which apply to all service sectors (for example,sM&avoured Nation (MFN) and
Transparency) and some only to scheduled spedfitmatments (for example, Article
XI: Payments and Transfers). The second are specdimmitments, which are
negotiated undertakings particular to each GAT8atiyy.

Under the MFN Treatment (Article 1l), a member isliged to provide to another
member treatment which is no less favourable thahwhich it provides to any other
country, whether a member or not (that is, if a Wih@®mber country offers a certain
privilege to any other country, whether it be a rbemor not, it has to extend the same
treatment to all WTO member countries). HowevekTS allowed member countries
to undertake exemptions to this clause, in thdairaincommitments in the Uruguay
Round, subject to review.

The clause on Transparency (Article Ill) requireshe member country to publish all
measures of general applications, which pertairortoaffect the operation of the
Agreement. Countries are also required to publgérnational agreements pertaining
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to or affecting trade in services. In other worith® Council of Trade in Services will
have to be informed — at least annually — of theoduction of any new laws or any
changes to existing laws, regulations and admatisg guidelines. WTO member
countries can make requests regarding specificrnrdton, which the concerned
country will have to provide promptly.

The GATS aims to liberalise progressively servicadé under the four modes of
service supply. For each mode, a country can impgose types of restrictions
(limitations): market access and/or national treattm A country is said to have
imposed a market access restriction if it doesatlotv (or partially allows with some
restrictions) foreign service providers to ented aperate in the domestic market. A
national treatment restriction exists when foreggrvices or service providers are
allowed to enter the market but are treated lessuiably than domestic service
providers. During successive rounds of negotiationember countries negotiate and
undertake commitments to liberalise market accedfoanational treatment in specific
sectors in what is known as the Sectoral Scheduf@oonmitments and across all or
several sectors in the Horizontal Schedule of Camemnts. Both the sectoral and
horizontal schedules have to be read together tiergstand the extent and nature of
commitments undertaken in a particular sector. Thoarket access and national
treatment are negotiated obligations. It is possibi countries not to grant full market
access and deny national treatment by putting dimoms and conditions on market
access and conditions and qualifications on naltimeatment in particular sectors/sub-
sectors. This is done by recording such limitatiomsd qualifications in the
commitment schedules under market access and ahtigatment columns. In its
schedule, a country is said to have made a “fufimmitment in a particular
mode/sector if there are no restrictions on madatess or national treatment. A
country is said to have made “partial” commitmeinthie commitment is subject to
some restrictions on market access or nationatnuesa. If a country does not make
any commitment to liberalise a particular sectommde of supply and retains the right
to impose restrictions in the future, then it igdstéo have kept the sector/mode
“unbound”. It is expected that successive roundsiegotiations will secure further
liberalisation by adding more sectors to a coustschedule and removing limitations
and qualifications, if any, in sectors/sub-sectaready in the schedule. This is done
mode-wise for each sector/sub-sector. It is alsesipte for countries to make
commitments that are outside the scope of marketsacand national treatment as
defined in the GATS. These are called “additiormhmitments” (Article XVIII). This
provides scope for making commitments in such i EgQuy areas as licensing,
gualifications and standards applicable to services

The GATS covers all services except those supphiethe exercise of government
authority. It follows a positive list approach, whiindicates that there is no a priori
exclusion of any service sector and that countaes free to choose the service
sectors/sub-sectors and modes within those sesmtbrsectors for scheduling
commitments.
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Appendix C

Table C1: Popular Brands, their Procurement and Males of Retail

Selected Sports Equipment
and Some of the Some Popular Procurement -
Brands . Modes of Retailing
Related Sports (Indian/Foreign) (Domestic/
Equipments Imported)
Indian Foreign

Cricket | Bat BDM, Reebok, Largely Traditional retail

S.S,, Adidas, Domestic outlets like toys and

S.G. Nike games shops,

Shoes | E.S.S., | Adidas, exclusive sports

Tracer | Reebok, merchandise shops

Nivia Nike etc.

Sports Modern retail outlets
like departmen
stores, multi-brand
outlets exclusive
brand outlets
factory outlets, shop-
in shop, etc.

Football | Ball Nivia Adidas, Largely Traditional retail

Sports, | Spartan, | Domestic outlets like toys and

Cosco Nike, games shops,

Victor exclusive sports
Sports merchandise shops
Football | E.S.S., | Adidas, etc.
Shoes | Nivia Reebok, Modern retail outlets
Sports | Nike, like departmen
Puma, stores, multi-brand
Lotto outlets exclusive
brand outlets
factory outlets, shop-
in shop, etc.
Lawn Lawn Cosco Wilson, Largely Traditional retail
Tennis | Tennis Yonex, Foreign outlets like toys and
Racket Babolat, games shops,
Dunlop exclusive sports
Sports, merchandise shops
Head N.V etc.
Lawn Cosco | Wilson, Modern retail outlets
Tennis Yonex, like departmen
Ball Adidas, stores, multi-brand
Dunlop outlets exclusive
Sports, brand outlets
Head N.V factory outlets, shop-
in shop, etc.
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1%

—t
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U)

1%

Selected Sports Some Popular Equipment
and Some of the Brands Procurement Modes of Retailing
Related Sports (Indian/Foreign) (Domestic/
Equipments Imported)
Golf Golf Nivia Callaway, | « Largely Multi-brand modern
Kits Sports, | Topflight imported retail outlets,
Cosco e A small exclusive brang
proportion outlets, etc.
Golf Callaway, is locally
Sticks Topflight, manufactur
Dunlop ed
Sports
Exercise VX Precor, e Largely * Traditional retail
Sport/Fitness Fitness, | Life Domestic: outlets like toys an
Activities Aquafit, | Fitness, Light- games shops
Navijit, Stex, weight, exclusive sports
Cosco Kettler, cheap merchandise shop

Aerofit , equipment | etc.

Viva like mats,| « Modern retail outlets
skipping like department
ropes stores, exclusive

* Fitness/gy brand outlets, etc.
mnasium Non-store format
machinery: | Tele-Shopping, direg
Largely shopping
Imported

Roller Skating Yonker | Speed Largely Traditional retail
Skates | Racer, Domestic outlets like toys an(
(manufa | Disney, games shops
cturers | Viva exclusive sports
not merchandise shop
retailers) etc.
Modern retail outlets
like departmen
stores, exclusive
brand outlets, etc.
Swimming Non- Speedo, | Largely Traditional retail
branded | Puma Domestic outlets like toys anc
or lesser games shops
known exclusive sports
brands merchandise shop
etc.
Modern retail outlets
like departmen
stores, exclusive
brand outlets, etc.

D

D

Source: Compiled by the authors
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Table D1: Sample Distribution by Gender

Appendix D

Gender Number Per cent Share
Male 166 83.0
Female 34 17.0
Total 200 100

Table D2: Sample Distribution by Age Group

Age Group (in Years) Number Per cent Share
19-22 14 7.0
23-30 98 49.0
31-60 84 42.0
Above 60 4 2.0
Total 200 100

Table D3: Sample Distribution by Educational Qualfication

Qualification Number Per cent Share
Schooling (SSC/HSC) 6 3.0
Graduate 7 3.5
Post Graduate 111 55.5
Any Other 76 38.0
Total 200 100

80



Table D4: Sample Distribution by Occupation

Occupation Number Per cent Share
Middle/Senior Officer/Executive 40 20.0
Junior Officer/Executive 58 29.0
Supervisory Level 13 6.5
Clerical 3 15
Salesman 4 2.0
Self-Employed Professionals 20 10.0
Entrepreneurs (Employees >10) 10 5.0
Entrepreneurs (Employees <10) 12 6.0
Entrepreneurs (Employees None) 2 1.0
Shop Owner 12 6.0
Petty Trader 1 0.5
Home Makers/Housewives 5 2.5
Students 17 8.5
Any Other (Private Service etc.) 3 15
Total 200 100

Table D5: Sample Distribution by Ownership

Ownership Number Per cent Share
Club Membership 12 6
Two Wheeler 170 85
Small Family Car 131 65.5
Luxury Car 24 12
LCD/Plasma TV 145 72.5
DVD Player 188 94
Debit Card 162 81
Credit Card 124 62
Total 200 100
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