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ABSTRACT 

The structure of the digital grocery space in India does not facilitate competition due to the 

pre-existing market structure, consumer preference and barriers to entry. The competition 

conditions prevalent in this market adversely affects the new entrants and would impact 

the consumers in the long run. In 2020, the Coronavirus outbreak has significantly 

impacted the digital grocery sector. This research paper aims to analyse the changes in the 

online grocery retail in the pre-Corona era vis a vis Corona era through the lens of 

Competition Law. Statistical tools and surveys will be used to measure the shifts in 

consumer preferences due to the pandemic. In furtherance, Qualitative and quantitative 

methods will be used to measure the impact of the pandemic on the market structure and 

barriers to entry. The changes in the factors mentioned above facilitate an overarching 

transformation of the competition conditions in the grocery e-retail market. 

 

I. STATEMENT OF PROBLEM  

The structure of the digital grocery space in India does not facilitate competition due to the 

pre-existing market structure, consumer preference and barriers to entry. The competition 

conditions prevalent in this market adversely affects the new entrants and would impact the 

consumers in the long run. In 2020, the Coronavirus outbreak has significantly impacted the 

digital grocery sector. This research paper aims to analyse the changes in the online grocery 

retail in the pre-Corona era vis a vis Corona era through the lens of Competition Law. 

Statistical tools and surveys will be used to measure the shifts in consumer preferences due 

to the pandemic. In furtherance, Qualitative and quantitative methods will be used to 

measure the impact of the pandemic on the market structure and barriers to entry. The 

changes in the factors mentioned above facilitate an overarching transformation of the 

competition conditions in the grocery e-retail market. 

II. THE GROCERY RETAIL SECTOR 

The expression “retail” is a product of the French term “retailer” denoting an entity that 
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derives a minute portion from something. In customary usage, the function of “retail” entails 

trading of goods for consumption2. The case of the Federation of Associations of 

Maharashtra & Ors Vs. UOI defined retail as the business of selling directly to consumers 

(B2C) vis a vis selling to manufacturers (B2B).3 The retail sector is forecasted to grow at a 

CAGR of 11% from US$ 805B (2018) to US$ 1002B (2023). The Indian grocery retail 

comprising of packaged food, fruits & vegetables, etc. contributes to a staggering 65% of the 

consumer spending. There has been a rampant growth in the grocery retail sector owing to 

the transformation of the supply chain, development of more consumer-centric operations, and 

increased consumer spending.4 

The Indian grocery retail sector is broadly segmented into Traditional retail (Unorganised 

sector), Modern Retail (Organised retailers), and Online Retail: 

 

 

Fig 1.1: Market Structure for the Grocery Sector5 

(A) Traditional Retail (Unorganised Sector): 

The traditional retail has been the “usual” for the consumers in India when it comes to 

purchasing groceries. Despite being a decline of market share for these conventional formats, 

it still holds a substantial market share of around 90% in India. This unorganised grocery 

sector comprises of ‘mom and pop stores’ (Kiranas), Cart vendors, and Mandis.6 

 
2 “A Retailer – French Translation – Linguee.” Linguee.com, www.linguee.com/english-french/translation/a retail 

er.html. 
3 Federation of Associations of Maharashtra & Ors Vs. UOI, 2005 (79) DRJ 426 
4 “Organized Grocery Retail in India.” RedSeer, redseer.com/newsletters/organized-grocery-retail-in-india/. 
5 “Organized Grocery Retail in India.” RedSeer, redseer.com/newsletters/organized-grocery-retail-in-india/. 
6 Vasanth, Rani. “Evolving Organized Food and Grocery Retail in India.” Academia.edu, www.academia.edu/773 

9257/Evolving_Organized_Food_and_Grocery_Retail_in_India. 
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(B) Modern Retail (Organised retailers): 

Notwithstanding the competition faced by the age-old brick and mortar stores in the Indian 

Grocery Landscape, modern retail has gained remarkable momentum. The evolving shopping 

experience, combined with 100% FDI in Indian produced consumer goods are the pillars of 

Modern retail growth.7 This sector includes hypermarkets, Cash-and-carry, supermarkets, and 

convenience stores.8 

(C) Online Retailers: 

According to the ICUBE report, there has been an enormous internet penetration of 40% in 

India and the figure of internet users to reach 627 million.9 Owing to an increased number of 

eyes on the digital platforms complemented by changing consumer patterns for buying 

groceries, online retailers are grabbing market share. Consumers are buying a diverse range 

of food products ranging from packaged goods to fresh produce online. Additionally, there is 

a growth of 15% for online FMCG purchases globally, generating sales of around US$ 70B.10  

 

Fig 1.2: Projected Growth Pattern for Online Grocery11 

According to the Redseer Report, the digital grocery segment in India is forecasted to be on 

the fast-track of growth and is projected to expand at 60% CAGR by 2020. 

 
7 “Organized Grocery Retail in India.” RedSeer, redseer.com/newsletters/organized-grocery-retail-in-india/. 
8 Vasanth, Rani. “Evolving Organized Food and Grocery Retail in India.” Academia.edu, www.academia.edu/773 

9257/Evolving_Organized_Food_and_Grocery_Retail_in_India.  
9 21st Edition ICUBETM Digital Adoption & Usage Trend. imrbint.com/images/common/ICUBE™_2019_Highl 

ights.pdf. 
10 Connected Commerce: Connectivity Is Enabling Lifestyle, www.nielsen.com/us/en/insights/report/2018/ 

connected-commerce-connectivity-is-enabling-lifestyle-evolution/. 
11 “Online Grocery Market Updates.” RedSeer, redseer.com/newsletters/online-grocery-market-updates/. 
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III. COVID-19: A PARADIGM SHIFT IN CONSUMER PREFERENCE  

(A) The Objective of the Research: 

• To study the impact of Coronavirus on consumer preferences for buying groceries 

online. 

• To study the importance of online transactions during the pandemic and how it is a 

driving factor for the online grocery sector market share. 

• To study the long-lasting effects of the Coronavirus on growth patterns of the online 

grocery sector in India. 

(B) Methodology: 

Measures- 

The respondents were required to record their opinions on a five-point Likert-type scale. The 

descriptive scores assigned to each of these points are given in Table 1. 

Point on Scale Descriptive Value 

1 Never 

2 Rarely 

3 Sometimes 

4 Very Often 

5 Always 

Table 1: Descriptive scores 

(C) Data Collection- 

The data used for this study is primary data which was collected by an online survey on the 

Survey Monkey platform. The questionnaire comprised of five objective questions which 

required an average time of 56 seconds for answering. A snowball-sampling method was 

used to gather responses for this questionnaire-based survey. It was promoted via emails 

addressed to family and acquaintances. Additionally, the respondents were requested to share 

it on their social media. After seven days of data collection, 128 responses were collected, out 

of which 100 answers had complete data. 
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IV. CONSUMER PERCEPTION: THROUGH THE LENS OF COMPETITION LAW 

“Perception” means the activity of choosing, organising and interpreting “stimuli into a 

meaningful and coherent picture of the world”.12 Consumer perception about products and 

services has a direct impact on the sales of businesses across industries.13 The substitutability 

of the product or service is also dependent on the overall consumer preference.14 There are 

various factors which determine how the consumers perceive the viability of buying groceries 

via different means (Online Vs Offline). The factors are the quality of products, convenience, 

range of products, time efficiency and overall quality of the service.15 An external 

circumstance, such as the Covid-19 outbreak can override all the factors mentioned above. 

(A) Digital Grocery Sector (Pre Corona Era) 

Despite the steady growth rate of the digital grocery space, the overall market share for 

eCommerce grocery players was minimal in comparison to the unorganised grocery retail. 

 

 

Graph 3.1: Consumer Perception of online grocery shopping (Pre Corona) 

The findings indicate that before the Coronavirus outbreak, the majority of the consumers 

did not buy groceries through e-commerce platforms (Mean = 2.56). The graph mentioned 

 
12 Schiffman, L.G. and Kanuk, L.L., Consumer Behavior, Eight Edition, 2004, Prentice Hall, India. 
13 Jeyachandran, Hemalatha. “Volume-8 Issue-4.” International Journal of Recent Technology and 

Engineering(TM), IJRTE Journal Http://Ijrte.org/Wp-Content/Uploads/2017/08/IJRTE.png, 28 May 2020, 

www.ijrte.org/download/volume-8-issue-4/. 
14 COMPETITION COMMISSION OF INDIA Case No: 49/2011 And (1) (2). 

www.cci.gov.in/sites/default/files/492011_0.pdf. 
15 Zhu, Quan & Semeijn, Janjaap. (2015). Antecedents of Customer Behavioral Intentions for Online Grocery 

Shopping in Western Europe. 10.1007/978-3-658-07038-0_1. 
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above represents that around 46% (Combined % of options 1 & 2) of the consumers “never” 

or “rarely” used e-commerce platforms for buying groceries. This contention is further 

supported by the median data of “3” as the maximum number of respondents (37%) 

“sometimes” purchased groceries online. The aforementioned graph and statistics reveal 

customer psychology towards online grocery purchases.  

Majority of the consumers preferred to either buy their grocery supplies from large retailers 

or local “kiranas”. Indian society has always depended on the local Kiranas16 or “baniyas” 

for all their household grocery supplies. Since eternity the consumer perception in India, 

towards buying groceries is “ankh ke samne dekhke lo”. Households in India preferred 

buying groceries by the touch and feel of the product. The Physical comparison of products 

in terms of quality and price created a satisfying shopping experience for the consumers. 

Additionally, grocery supplies are required on a need basis, which makes the neighbourhood 

“Kirana” a convenient option for consumers. The Indian shoppers are very price-sensitive 

and are thus willing to substitute goods and services for more cost-effective options. All the 

eCommerce grocery services levy delivery charges and service charges for every purchase. 

Thereby, consumers often consider making purchases by visiting brick-and-mortar stores or 

large retailers to save on the added expenses.17 In addition to these charges, the consumers 

had a cognitive aversion of making online payments for groceries. They had an underlying 

fear of entering into fraudulent transactions while making online purchases.18  

 

 
16 Yadav, R. K., & Verma, M. (2015). Consumer Preference towards Retail Stores for Food and Grocery in 

Evolving Retail Market. International Letters of Social and Humanistic Sciences, 60, 102-111. 

https://doi.org/10.18052/ www.scipress.com/ILSHS.60.102  
17 Gupta, Pankaj, et al. “Factors Responsible for Rising Failure Rate of Online Grocery Startups.” Indian Retailer, 

www.indianretailer.com/article/sector-watch/food-and-grocery/Factors-responsible-for-rising-failure-rate-of-

online-grocery-startups.a5062/. 
18 Sinha, P.K., Mathew, E. and Kansal, A. (2005), Format choice of food and grocery retailer, (2005), working 

paper no. 2005-07-04, IIM, Ahmadabad.  
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Graph 3.3: Consumer Preference for online payment of groceries (Pre Corona) 

The findings indicate that before the Coronavirus outbreak, the majority of the consumers 

were not comfortable with using digital transactions to pay for groceries (Mean = 2.69). The 

graph mentioned above represents that around 51% (Combined % of options 1 & 2) of the 

consumers “never” or “rarely” used online mode of payment. This contention is further 

supported by the median data of “2” as the maximum number of respondents (30%) “rarely” 

paid for groceries online. 

(B) Digital Grocery Sector (Corona Era) 

In the contemporary scenario, there has been a massive shift of the consumer preference 

towards buying groceries online. The fear of contracting the virus has induced consumers to 

stay indoors and avail the services of the eCommerce players in the grocery retail sector. This 

positive shift is further intensified by the issuance of a countrywide lockdown and social 

distancing policies in India.19 Due to the lockdown, consumers face significant cognitive and 

physical barriers for availing services of the unorganised and organised retail sectors. The 

citizens are “living a new normal” which has boosted the growth rate of the digital grocery 

sector. The apprehension of supply shortages has induced a panic buying frenzy on digital 

grocery platforms.20 

 

 
19 Samsukha, Amit, and Amit Samsukha. “Corona Lockdown: Demand for Grocery Delivery Apps 

Surges.” Emizentech, 29 Apr. 2020, www.emizentech.com/blog/corona-lockdown-grocery-delivery-app-

demand-surges.html. 
20 “Key Consumer Behavior Thresholds Identified as the Coronavirus Outbreak Evolves.” Nielsen, 10 Mar. 2020, 

www.nielsen.com/eu/en/insights/article/2020/key-consumer-behavior-thresholds-identified-as-the-coronavirus-

outbreak-evolves/. 

Median = 2 Mean = 2.69
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Graph 3.2: Consumer Preference for online grocery shopping (During Corona) 

The findings indicate that during the pandemic, the majority of the consumers preferred 

buying groceries through e-commerce platforms (Mean = 3.73). The graph mentioned above 

represents that around 67% (Combined % of options 4 & 5) of the consumers “very often” or 

“always” used e-commerce platforms. This contention is further supported by the median data 

of “5” as the maximum number of respondents (34%) “always” preferred buying groceries 

online during the lockdown. Therefore, The pandemic can be considered as an external 

stimulus which has transformed the consumer perception towards buying groceries online. 

COVID-19 is an overriding factor as it has trumped factors such as service quality, time 

efficiency and product range for shaping buyer preference.  

The ability to receive online payments has become an essential facility for business operations 

during the virus outbreak. The fear of transmission through currency notes has changed the 

way consumers pay for goods and service.  

 

 

Graph 3.4: Consumer Preference for online payment of groceries (During Corona)- 

The findings indicate that the Coronavirus outbreak pushed consumers to use digital means 

of payment for groceries (Mean = 4.16). The graph mentioned above represents that around 

89% (Combined % of options 5 & 4) of the consumers “very often” or “always” used digital 

transactions. This contention is further supported by the median data of “5”, as the maximum 

Median = 5 Mean = 3.73
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number of respondents (55%) “always” preferred paying digitally during the outbreak. Unlike 

the eCommerce players, the “Kirana stores” do not possess online payment gateways. 

Therefore, despite having a 90% market share and a long-standing relationship with the 

neighbourhood customers, consumers have shifted to the eCommerce platform.  

The COVID-19 outbreak is going to have long term impacts on the way consumers procure 

grocery supplies. Even after the pandemic, the consumer sentiment will be shaped by three 

factors, i.e. health standards, product safety and convenience.  

 

Fig 1.3: Consumer sentiment on the significance of health standards (77%)21 

As per fig 1.3, it can be inferred that in the post-COVID era, 77% of consumers would give 

priority to health standards such as contactless practices while making grocery purchases. 

The players in the digital grocery sector will be able to retain a significant amount of users as 

their daily customers.  

 

 

Graph 3.5: Consumer Preference for continuing purchase of grocery online (Post 

Corona)- 

 
21 “The Consumer and COVID-19.” Capgemini Worldwide, 20 Apr. 2020, www.capgemini.com/research/the-

consumer-and-covid-19/. 

10%

13%

18%

32%

27%

0% 5% 10% 15% 20% 25% 30% 35%

(Never) 1

(Rarely) 2

(Sometimes) 3

(Very Often) 4

(Always) 5

After the pandemic is over, how likely are you to continue ordering 

groceries online ?

(Never) 1 (Rarely) 2 (Sometimes) 3 (Very Often) 4 (Always) 5

Median = 4 Mean = 3.53

 Health Standards 



2304 International Journal of Law Management & Humanities [Vol. 3 Iss 4; 2295] 

© 2020. International Journal of Law Management & Humanities   [ISSN 2581-5369] 

The findings indicate that after the pandemic is over, a large number of consumers would 

continue buying groceries through e-commerce platforms (Mean = 3.53). The graph mentioned 

above represents that around 59% (Combined % of options 4 & 5) of the consumers plan on 

buying groceries online “very often” or “always”. This contention is further supported by the 

median data of “4” as the maximum number of respondents (32%) consider online grocery 

services a favourable option, post-pandemic. Therefore, the boom in demand for online grocery 

services is not a short term phenomenon, and it will have a long term impact on demand for 

digital grocery services. A more extensive base of potential consumers creates favourable 

market conditions for new players to enter and operate in the digital grocery market. 

V. MARKET STRUCTURE: THROUGH THE LENS OF COMPETITION LAW 

The market structure outlines the overall dynamics that control the competition conditions 

in an industry.22 The structure entails the number of sellers operating in the market and their 

respective market shares. Additionally, it also sheds light on the nature of products and 

prospective consumers for those products.23 The varying degrees of market conditions in 

industries can be compared to a continuum on a number line.  Perfectly competitive market 

conditions can be attributed to one end of this line and monopoly market conditions to the 

opposite end.24 

(A) Digital Grocery Market (Pre Corona Era) 

In comparison to the other economies of the world, the growth of the grocery e-retail sector in 

India was in the nascent stage, despite its considerable growth potential.  

 

 
22 Maidenhead: McGraw-Hill Scherer, F.M. (1970) Industrial Market Structure and Economic Performance, 

Chicago: Rand McNally 
23 Knight, Ben & McGee, John. (2015). Market Structure: The Analysis of Markets and Competition. 

10.1002/9781118785317.weom120079. 
24 Morrison, & Stumpff, A. (2012, October 06). The Law is a Fractal: The Attempt to Anticipate Everything. 

Retrieved May 23,2020, from https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2157804 
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Fig: 1.4 Contribution of Online Sales to the Overall Grocery Retail25 

As per figure 1.4, it is evident that the share of sales via the e-commerce platforms in the 

retail grocery space is a meagre 0.1%. On the contrary countries like the UK and China have 

a whopping 6.9% and 4.2% online sales contribution respectively. The market conditions in 

the digital space for groceries before the Coronavirus outbreak favoured the market leaders. 

As per the traditional approach, market share is considered as a starting point for determining 

the market structure of an industry.26 The market structure of the digital grocery retail 

constitutes of vertical players, horizontal players, omnichannel players and few small 

niche competitors.  

 

Fig 1.5: Digital Grocery Retail Market Structure27 

As per figure 1.5,  the structure of the market is quite ‘top heavy’ with Bigbasket and Grofers 

having more market share than all the players combined across different segments. 

The large horizontals such as Flipkart (Supermart) and Amazon (Pantry), have adopted 

various practices of deep discounting and disruptive marketing techniques to grow their 

market share. Notwithstanding such aggressive moves, Bigbasket and Grofers (grocery 

specialists) have been able to retain their combined market share of 71%. Furthermore, 

Bigbasket and Grofers violates the principle of platform neutrality as they list their in house 

labels over other FMCG brands. The listing of the groceries is not done in terms of relevance 

or rating thereby discriminating against the FMCG brands. Consumers are not willing to 

 
25 “E-FMCG Market in India.” RedSeer, redseer.com/reports/e-fmcg-market-in-india/. 
26 Assessing the Importance of Market Power in Competition. (n.d.).Retrieved May 23, 2020, from 

https://www.cci.gov.in/sites/default/files/page_document/2.Assessing%20the%20Importance%20of%20Market

%20Power%20in%20Competition%20Investigations.pdf?download=1 
27 “Online Grocery Market Updates.” RedSeer, redseer.com/newsletters/online-grocery-market-updates/. 
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endlessly scroll and are more likely to buy from the first few products on the screen. Therefore, 

these practices harms the consumers as there is no complete parity of information. 

Despite possessing brand identity and considerable financial capacity, the omnichannel 

players constitute a mere 3% of the entire market. Bigbasket and Grofers have more than 

100,000 and 40,000 purchases per day, respectively.28 The large verticals (Bigbasket, Grofers) 

have leveraged their extensive selection of goods, quick delivery schemes, 

and subscription programmes to lock-in consumers. The verticals have used subscription 

schemes for providing daily essentials such as milk, eggs and bread. In furtherance, this paid 

subscription offers reasonable prices, cashback offers and priority delivery slots 

which strong-arms the vertical’s market power in comparison to other horizontal platforms 

(Supermart, Amazon Pantry, Paytm).29 The players in the digital grocery space are mostly 

selling fast-moving consumer goods such as packaged food grains, bakery products, 

packaged beverages etc. However, a few retailers are additionally selling fresh meat, fruits and 

vegetables.30 In furtherance, there are a few category specialist players (Licious, Zappfresh, 

Nandu’s) who have been trading in only niche markets such as meat products. The market 

structure in the pre-Corona era was highly concentrated with the vertical players dominating 

the digital grocery space.31 

(B) Digital Grocery Market  (Corona Era) 

The virus-induced lockdown in India had substantial repercussions on other e-commerce 

platforms and has led to a fall in gross merchandise value (GMV) by 90%. Despite this 

massive blow, the digital grocery sector has seen a surge in the growth rate by 27%. The 

Coronavirus has created a breeding ground for players in the digital grocery sector.  

 

Fig: 1.6 GMV for the Digital Grocery Retail32 

 
28 SH, Salman. “India's Online Grocery Retail Market to Touch $10.5 Billion by 2023: Redseer.” Livemint, 25 

Oct. 2019, www.livemint.com/industry/retail/india-s-online-grocery-retail-market-to-touch-10-5-billion-by-2023 

-redseer-11572008045038.html. 
29 “Online Grocery Market Updates.” RedSeer, redseer.com/newsletters/online-grocery-market-updates/. 
30Saunders, N., & GlobalData. (2019, May 28). Online Grocery & Food Shopping Statistics. Retrieved May 23, 

2020, from https://www.onespace.com/blog/2018/08/online-grocery-food-shopping-statistics/ 
31“Online Grocery Market Updates.” RedSeer, redseer.com/newsletters/online-grocery-market-updates/. 
32“How Did COVID-19 Impact India Internet and What's the Way Forward.” RedSeer, redseer.com/newsletters/ 
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In the contemporary scenario, the market conditions have acquired a position precisely in the 

middle of the aforementioned continuum. Monopolistic market conditions33 have been created 

in the digital grocery space. As an offset of the Covid-19 outbreak, there are a significant 

number of buyers and sellers with more freedom of entry and exit. The virus has instilled 

a fear of scarcity in the minds of consumers which has led to panic buying. There is an 

enormous increase in demand for the online grocery services countered by a contraction in 

supply due to the supply chain disruptions. The supply chain disruption in India has been 

caused due to a blanket ban on imports and sluggish movement of perishable food 

products.34 Henceforth, the outbreak has facilitated market entry for new players to exploit 

the unmet supply. 

Before the pandemic, Bigbasket and Grofers were the market leaders having the highest 

combined market share of 71%. During the pandemic, these companies, despite its market 

power, could not maximise their profits. Grofers could not exploit this opportunity as there 

was a surge in demand for its services by 80%,  but it did not possess enough human 

resources, supply or infrastructure. Bigbasket met with a similar fate in terms of its incapability 

to meet the 2x demand surge.35 As per an ET report, Bigbasket and Grofers are now delivering 

1.6L and 90k orders per day, respectively.36  

 

Fig 1.7: Shortage of ‘essential supplies’ on Bigbasket 

 
how-did-covid-19-impact-india-internet-and-whats-the-way-forward/. 
33 Nitisha. (2015, August 11). Types of Market Structures on the Basis of Competition. Retrieved May 23, 2020, 

from https://www.economicsdiscussion.net/market/types-of-market-structures-on-the-basis-of competition/3731 
34 Vazirani, Aditya. “COVID-19: 4 Factors Affecting the Indian Food Supply Chain.” Entrepreneur, 9 Apr. 2020, 

www.entrepreneur.com/article/348992. 
35 Bhalla, Kritti. “Can BigBasket, Grofers Cope With Grocery Demand Surge Over Coronavirus?” Inc42 Media, 

20 Mar. 2020, inc42.com/buzz/can-bigbasket-grofers-cope-with-grocery-demand-surge-over-coronavirus/. 
36 Mukherjee, Writankar, et al. “Consumer Goods Fly off the Shelves as Coronavirus Spreads in India.” The 

Economic Times, Economic Times, 16 Mar. 2020, economictimes.indiatimes.com/industry/cons-

products/fmcg/consumer-goods-fly-off-the-shelves-as-coronavirus-spreads-in-india/articleshow/74644159.cms. 
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It can be inferred from figure 1.7, that there has been a shortage of ‘essential supplies’ from 

time to time for the firms which once held the highest market power in the pre-Corona era.37 

Similarly, Grofers were forced to cancel all its pending orders due to the scarcity of 

inventory.38 Henceforth, this untapped demand paved the way for small grocery specialists, 

large verticals, omnichannel firms and various other entities to enter and compete in the market.  

 

Fig 1.8:  New entrants in the digital grocery space39 

 
37 Bhattacharya, Ananya. “Coronavirus: What India's Panic-Buying Frenzy Means for Online Grocers.” Scroll.in, 

Scroll.in, 20 Mar. 2020, scroll.in/article/956659/coronavirus-what-indias-panic-buying-frenzy-means-for-online-

grocers. 
38 Bhalla, Kritti. “Can BigBasket, Grofers Cope With Grocery Demand Surge Over Coronavirus?” Inc42 Media, 

20 Mar. 2020, inc42.com/buzz/can-bigbasket-grofers-cope-with-grocery-demand-surge-over-coronavirus/. 
39 Rajan, S. (2020, April 19). The Online Grocery Boom: Will India's New Players Shine And Sustain? Retrieved 

May 28, 2020, from https://inc42.com/features/the-online-grocery-boom-will-indias-new-players-shine-and-

sustain/ 
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“Odd couples often receive odd looks. Gawking and speculating onlookers nosily turn their 

heads trying to understand how two parties with such contrasting chemistry can come 

together to form successful partnerships and functioning relationships.” 40 

The Coronavirus has created a breeding ground for unusual partnerships in the digital 

grocery space, to tap the unmet demand. Uber, primarily a taxi service, has entered into a 

partnership with Spencer’s retail to deliver groceries in major cities of India. Food delivery 

companies such as Zomato and Swiggy have tied up with FMCG brands, government 

authorities and other retail outlets to deliver groceries during the lockdown. Swiggy has 

developed partnerships with brands like ITC, Proctor & Gamble, Wow! Momo and other 

retail companies. Domino’s Pizza has entered into a partnership with ITC to deliver its 

grocery products in Kolkata, Hyderabad, Mumbai and few other cities. The e-commerce player 

Netmeds which exclusively delivered medicines has partnered with Reliance Retail to 

deliver groceries in 173 cities.41  

E-tailing businesses are observing a growth of 50%  in GMV for grocery products. In contrast 

to the inhibited growth of large horizontals in the pre-COVID-19 era, the pandemic is a “shot 

in the arm” for companies like Amazon. The exponential rise in orders for “essential 

consumption goods”, transformed Amazon’s services to exclusively selling FMCG products 

during the outbreak. Additionally, Amazon has invested 285 Cr (INR) to support its increase 

in order deliveries. Its rival Flipkart is also not very far behind; it has partnered with Uber, 

brick-and-mortar shops to consolidate its market position in the digital grocery space. 

Snapdeal has also expanded to the digital grocery space by partnering with local retailers and 

wholesalers. Similarly, Shopclues has started delivering groceries in the Delhi NCR region. 

These large horizontals are leveraging their expeditious logistics, state of the art technology 

and skilled human resource to grab market share amidst the pandemic.42 

B2B players like Jumbotail, NinjaCart and Shopkirana have tweaked their business models 

to sell directly to consumers. The large retailers have shifted to an omnichannel business 

model and have started making home delivery for groceries compliment to their retail outlets. 

 
40 Rexaline, S. (2017, October 21). 7 Unusual Partnerships And How They Worked. Ret. May 28, 2020, from, 

https://www.benzinga.com/general/education/17/10/10010608/7-unusual-partnerships-and-how-they-worked 
41 Rajan, S. (2020, April 19). The Online Grocery Boom: Will India's New Players Shine And Sustain? Retrieved 

May 28, 2020, https://inc42.com/features/the-online-grocery-boom-will-indias-new-players-shine-and-sustain/ 
42 V. (2020, March 19). Covid-19 Could be the Shot in the Arm for e-Commerce Companies Worldwide. Retrieved 

May 28, 2020, from https://locus.sh/resources/bulletin/coronavirus-could-be-shot-in-arm-for-ecommerce-firms-

globally/ 
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Brands like Walmart’s Best Price, Metro Cash & Carry have established their online 

presence to exploit the high demand.43  

The market has also witnessed new entities such as Jio-mart and Perpule, with its e-commerce 

app and website to sell groceries44. Limetray and Jio-mart have increased the competition 

multi-fold by providing a digital presence to brick-and-mortar stores, which hold 90% market 

share in the grocery sector. Jio-mart has partnered with over 2.5 million Kirana stores to 

establish delivery and pick-up systems for groceries.45 

Before the virus outbreak, the digital grocery space was “Top heavy” with Bigbasket and 

Grofers being the market Leaders. The pandemic has caused significant changes in the market 

structure and has altered the competition conditions. It has caused a massive spike in the 

number of players competing in the digital grocery space. The FMCG brands were forced to 

enter into unfavourable agreements for their products and had to face repercussions of not 

having platform neutrality as the digital grocery market was very concentrated. Now, due to 

the availability of numerous platforms for selling their products, FMCG brands gain 

significant bargaining power. Owing to the pandemic FMCG companies are at a far better 

position to negotiate deals and agreements with e-commerce platforms.46 Therefore, the 

COVID-19 outbreak has fostered competition in the eCommerce grocery sector. 

VI. BARRIERS TO ENTRY: THROUGH THE LENS OF COMPETITION LAW 

There is no abstract theory which can be used to provide a universal definition for ‘barriers to 

entry’. A case to case basis analysis has to conducted when evaluating entry barriers for an 

industry. In order to operate and compete in the digital grocery sector, a new firm should be 

able to move into it. Entry barriers are broadly categorised into ‘structural barriers’ and 

‘strategic barriers’. A structural entry barrier entails the market conditions of demand and 

cost make-ups prevailing in a specific industry. On the contrary, strategic entry barriers entail 

the unilateral action of firms to foreclose the entry of new players.47 

 
43 Correspondent, T. (2020, April 16). India's offline retailers move online to build omnichannel models during 

lockdown. Retrieved May 28, 2020, from https://content.techgig.com/indias-offline-retailers-move-online-to-

build-omnichannel-models-during-lockdown/articleshow/75178956.cms 
44 Reliance launches JioMart across 200 cities; analysts say ... (n.d.). Retrieved May 28, 2020, from 

https://timesofindia.indiatimes.com/business/india-business/reliance-launches-jiomart-across-200-cities-

analysts-say-co-eyeing-spike-in-online-grocery-orders/articleshow/76001729.cms 
45 Mishra, P. (2019, September 27). Retail players are looking at kirana stores for growth. Retrieved May 28, 

2020, from https://www.ey.com/en_in/consumer-products-retail/retail-players-are-looking-at-kirana-stores-for-

growth 
46 Bargaining Power of Suppliers – What Does It Mean For Your Business? (2017, July 21). Retrieved May 28, 

2020, from https://www.sutisoft.com/blog/bargaining-power-of-suppliers-what-does-it-mean-for-your-business/ 
47 Barriers to Entry - OECD.org - OECD. www.oecd.org/competition/mergers/37921908.pdf. 
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(A) Digital Grocery Sector (Pre Corona Era) 

Before the COVID-19 outbreak, the eCommerce grocery retail had oligopolistic market 

conditions with moderate barriers to entry. The structural entry barriers that existed in the 

pre-Corona era were the consumer behaviour towards buying groceries online and the cost 

dynamics for competing in the industry. The overall demand in the concerned market was 

limited, as consumers relied on “Kirana stores” for their grocery supplies. The first movers 

in the digital grocery space had the advantage to tap the unmet demand. On the contrary, a 

new entrant will not have a mover advantage and would be forced to compete with the 

established brands for getting customers.  

In order to have a substantial market presence, a new entrant needs comprehensive planning 

and a well-structured business model. It is an arduous task to build assets, brand loyalty 

and retain customers without considerable investments. Setting up an efficient delivery 

system incurred substantial costs for any new entrant. The margins on grocery products are 

very minute, and it is challenging for the firms to generate revenues due to the added logistic 

costs.48 The operational costs for delivery comprise of salaries and training of delivery boys, 

conveyance charges and other ancillary costs. Therefore, the existing cost structures of the 

digital grocery sector creates hurdles for a small company to enter and compete.49 

An entry barrier is one of the significant factors that determine whether market share denotes 

market power in an industry. Bigbasket and Grofers were the leading players, and they 

leveraged their market share of 71% to raise strategic entry barriers. The aforementioned 

players possess not only technical expertise but also substantial financial backing. Bigbasket 

is funded by ‘Helion Venture Partners, Bessemer Venture Partners, and Alibaba Group’. It has 

total funding of $1.02 Billion. 

Similarly, Grofers is financially backed by Softbank and has total funding of $597 million.50 

These valuations are not just numbers; it denotes the firms present and future capabilities to 

compete in the market. The two firms, as mentioned above, offer grocery products at huge 

discounts below the maximum retail price (MRP). Although low prices for supplies are in line 

with the objectives of the CCI, i.e. consumer welfare, it creates entry barriers for new players.51 

 
48 Sapam, Bidya, and Suneera Tandon. “The Great Indian Grocery Gig in the Sky.” Livemint, 26 Feb. 2020, 

www.livemint.com/industry/retail/the-great-indian-grocery-gig-in-the-sky-11582731511070.html. 
49 Gupta, Pankaj, et al. “Factors Responsible for Rising Failure Rate of Online Grocery Startups.” Indian Retailer, 

www.indianretailer.com/article/sector-watch/food-and-grocery/Factors-responsible-for-rising-failure-rate-of-

online-grocery-startups.a5062/. 
50 “Grofers.” Crunchbase, www.crunchbase.com/organization/grofers-trusted-delivery-partner. 
51 Sanghi, Anupam. “The Significance of the Competition Commission of India.” Livemint, 16 June 2014, 

www.livemint.com/Opinion/nKY6PoaDeUi9NP2aOhECYL/The-significance-of-the-Competition-Commission-

https://inc42.com/buzz/bigbasket-funding-alibaba/
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An incumbent firm such as Bigbasket indulges in cash burn activities to increase their market 

penetration via deep discounting. 

On the contrary, a new entrant will not be able to sustain if consumers order in bulk during 

discount offers. A new small player would not be able to compete on such low prices due to 

the scarcity of a sound financial backing.52 In furtherance, players such as Bigbasket and 

Grofers have valuable assets in addition to an established market presence. Thereby, it creates 

financial economies of scale as the new entrants would not be able to borrow money swiftly 

due to the lack of credible collateral. Henceforth, most of the new entities would be forced 

to exit the digital grocery space due to cash flow shortages.53 

Bigbasket, Grofers, Amazon Pantry, Godrej nature’s basket are the “go-to” firms in the digital 

grocery service. The characteristic which is common to all these firms is their established 

brand identity and recognition. As mentioned earlier, customers had a fear of entering into 

fraudulent transactions while buying groceries through eCommerce platforms. Consumers in 

the digital grocery space trusted the ‘big players’ for procuring their supplies and were not 

willing to avail the services of a new entrant. Therefore, this fear further reinforces brand 

loyalty among the consumers and facilitates a ‘lock-in’. 

Switching costs cannot always be assigned a quantitative value while assessing market 

conditions. In the digital grocery space, the consumers do not want to shift between different 

players due to the ‘cognitive switching costs’.54 Information such as product 

recommendations, saved addresses and payment details create convenience for the consumers. 

The potential purchasers do not want to repeat the entire process of downloading an app and 

feeding all the relevant details. Henceforth, even when a new entity is offering better services, 

the consumers are reluctant to switch. 

In order to further induce the ‘lock-in’ of customers, BigBasket, Amazon and other ‘big 

players’ offer a ‘loyalty program/subscription’. These programs provide additional 

discounts, cashback, premium delivery slots and free delivery. The encumberment firms 

have gone leaps and bounds to retain their consumer base. 
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Fig 1.9: Customer retention through Loyalty subscription programs55 

Figure 1.9 clearly illustrates how Big basket and Grofers have retained 60% of their 

customers under a subscription program. Henceforth, it is highly unlikely for a consumer to 

avail services of a new entity when they are already paying a Big basket subscription. 

The incumbent players in the grocery e-retail market practice aggressive advertisement 

techniques via both offline and online means. These advertisements are essential to create 

awareness and brand recognition for any new entrant. The knowledge about a new 

eCommerce grocery service can only be imparted through its advertisements as they do not 

have a physical presence (outlets). The underlying costs of running these advertisements are 

characterised as sunk costs.56 In furtherance, the incumbent players in the market have robust 

supply chains and logistic support across India. These integrated supply 

chains with expeditious delivery mechanisms for groceries, give them an edge over the new 

entrants. Before market entry, a firm is required to establish a supply chain supported by speedy 

logistics to maintain the ‘freshness’ of perishable supplies. The establishment of the pre-

requisites mentioned above is cost-intensive and time-consuming.57 According to an OECD 

report, the time required for market entry is a relevant factor for defining entry barriers.58 

Therefore, the aforementioned operational costs create entry and exit barriers for new 

entrants in the digital grocery space.59 

 

 
55 “Online Grocery Market Updates.” RedSeer, redseer.com/newsletters/online-grocery-market-updates/. 
56 “Economies of Scale.” Economics Online, 25 Jan. 2020, www.economicsonline.co.uk/Business_economics 
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59 “Economies of Scale.” Economics Online, 25 Jan. 2020, www.economicsonline.co.uk/Business_economics/ 
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(B) Digital Grocery Sector (Corona Era) 

Before the pandemic, the first movers of the digital grocery space had already captured the 

market demand, leaving no room for new entries. In the contemporary scenario, the demand 

for online grocery services has skyrocketed due to the lockdown and social distancing norms. 

The factor of safety trumps over the pre-Corona mindset of ‘value of money’60. As mentioned 

earlier, the increase in demand is not temporary as a substantial number of consumers will 

continue to avail these services. In furtherance, market leaders such as Bigbasket and Grofers 

could not meet the sharp rise in demand.  

The incumbent firms faced logistical issues, server issues and a lack of human resource to 

cater the demands. The virus-induced demand has created an opportunity for a new player 

to enter and compete in the market. Therefore, the structural and cognitive barriers, which 

were a bottleneck for demand have significantly reduced, making the market more favourable 

for entry. 

The lockdown in India has disrupted supply chains for all the established market players, 

which led to supply shortages and out of stock goods. Due to the rise in operational costs and 

supply chain problems, the incumbent firms are not being able to practice deep discounting. 

These widespread disruptions have created an opportunity for local brands and players to 

offer their services in the digital grocery market. Additionally, the sunk costs of 

advertisements have reduced as new entities are flourishing by word of mouth. The consumers 

are less sensitive about the brands or eCommerce channels which they regularly used.61 Many 

grocery outlets have focused on narrow markets such as neighbouring housing complexes 

and have started taking orders via WhatsApp and google docs. For example, in Kolkata, a local 

grocery by the name of ‘Urban Buy’ has started taking orders via WhatsApp. It has started 

delivering to the nearby housing complexes. The need of the hour is the availability of 

essential supplies, and society is willing to try new platforms to meet their consumption 

requirements.  

As mentioned earlier, firms operating in diverse markets have created unusual partnerships 

to meet the grocery requirements of the consumers. For example, Spencer’s retail has entered 

into the digital grocery space by partnering with Uber.62 Spencer’s established supply chain 
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combined with the efficient transportation network of Uber gives them ease of access into 

the digital space. Similarly, many FMCG companies have partnered with food delivery giants 

to sell their products to consumers directly. For example, Marico has partnered with Zomato.63 

Henceforth, these partnerships have enabled new entries in the market, circumventing the 

hurdles of establishing an integrated supply chain or speedy logistics. 

VII. CONCLUSION  

The COVID-19 outbreak can be considered as an overriding stimulus which has changed the 

entire outlook of the digital grocery space in India. The virus has caused a paradigm shift in 

the way consumers perceived the service of eCommerce grocery. It has led to an 

unprecedented growth of the grocery e-retail space. Furthermore, the virus has completely 

transformed the market structure from being ‘top heavy’ to a more decentralised market. 

New entrants are entering into unconventional agreements to circumvent the entry barriers as 

existed before the virus outbreak. In the contemporary scenario, the market conditions are more 

competitive as a vast number of players have entered the market during the pandemic. The 

barriers to entry associated with advertisement costs, supply chain, logistics have been 

temporarily reduced. The virus has made the market more favourable to entry and promotes 

healthy competition between firms. Therefore, it can be concluded that the Coronavirus 

outbreak has fostered competition in the digital grocery space.  
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