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Introduction
In each of the last two years, Deloitte and Planet Retail
have issued reports describing the opportunity for
retail investment in several emerging markets. These
countries were called “hidden heroes” because many
of them have been operating below the radar screen,
not attracting the kind of attention that China has
deservedly received in the past decade. Yet each of
these markets merit attention from the world’s retailers
for one reason or another. In some cases, it is simply
a very large population (India, Indonesia, and Nigeria);
in others it is strong economic growth (Turkey,
Vietnam, and Peru); and for others, it is openness to
foreign investment by retailers (Kenya and Brazil).
The first year we did this, we profiled some very
notable places, including the non-China BRICs, while
in the second year, we looked at countries that have
received far less publicity such as Algeria, Peru, and
Kazakhstan.
This year, we thought about doing a third round of
hidden heroes, but we quickly became cognizant of
the paucity of large markets that remain to be profiled.
So we decided to take a different approach. We have
chosen to profile “hidden cities” rather than countries.
After all, when global retailers look at new markets,
it is not so much countries that they investigate as
it is urban centers. For example, if a retailer were to
invest in Indonesia, it is likely that Jakarta would be the
first, principal, and possibly only location for stores,
distribution centers, and managerial offices. When
investing in China, retailers often choose a handful of
key cities and develop separate organizations to focus
on each one. Indeed, in those emerging markets that
have more than one big city, it is often the case that
the country can be described as a group of separate
regional economies rather than a truly national,
integrated economy. For these reasons, we believe that
an analysis of retail opportunities in cities is of interest.
In setting this task for ourselves, we recognized that
many global retailers already know quite a bit about
some of the major cities of the emerging world. Hence,
rather than highlight Shanghai or Beijing in China,
we have examined Chongqing. It is China’s most
populous city but remains largely unknown to many
global business leaders. Likewise, rather than highlight
Mumbai or New Delhi in India, we have examined
Kolkata. Our goal is to look at those cities that are
significant and worthy of attention but, for one reason
or another, have not yet received the attention they
deserve.

The story of human development is a story of
cities. They are where learning and innovation
take place, where industry is initially
concentrated. Retail, like all businesses,
follows the money – and in emerging
markets, the money will be in cities.
The 10 cities we profile in this report are Bogota
(Colombia), Chongqing (China), Ho Chi Minh City
(Vietnam), Jakarta (Indonesia), Kolkata (India), Lagos
(Nigeria), Lima (Peru), Manila (Philippines), Nairobi
(Kenya), and Yekaterinburg (Russia). There are two
cities in Latin America, both in the Andes region; two
in Africa; one in Europe; and five in Asia, three of which
are on the mainland and two of which are on islands in
Southeast Asia.
While our list of 10 cities represents a diverse range of
places, there are some common characteristics. They
are mostly quite large in population, with the relative
exceptions of Nairobi and Yekaterinburg. On a per
capita basis, they are all more affluent than the country
in which they are located. As such, they possess a
disproportionate share of the discretionary spending
power of their countries. In three cases (Chongqing,
Kolkata, and Yekaterinburg), they are in the second
tier of cities within their country. As such, now that
retail modernization is well along in the primary cities,
there is an opportunity in the second tier, especially
as economic growth is likely to be stronger there than
in the center. Most of our cities, however, are the
dominant city in their country. With economic growth
prospects good in all of these countries, it is likely that
the principal city will benefit disproportionately from
such growth. Moreover, as these countries develop,
and as there is continued migration from rural to urban
locations, the cities will expand in population quicker
than the country, and incomes will likely grow faster
as well.
The story of human development is a story of cities.
They are where learning and innovation take place,
where industry is initially concentrated, and where the
services that support a modern economy are located.
We have arrived at the moment when a majority
of human beings live in urban areas. Retail, like all
businesses, follows the money – and in emerging
markets, the money will be in cities.
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Hidden cities – by the numbers

2012

Metropolitan
Population (mn)

Metropolitan
Area (km²)

Urban core
Population (mn)

Urban core
Area (km²)

9.6

1,732

6.8

1,587

28.0

82,400

6.5

780

9.0

2,095

7.1

518

Jakarta

28.0

6,400

10.0

740

Kolkata

14.0

1,887

4.5

185

Lagos

15.0

1,000

7.9

738

Lima

9.0

2,819

7.6

800

Bogota
Chongqing
Ho Chi Minh City

Manila

22.0

1,475

11.9

639

Nairobi

5.3

32,000

3.3

696

Yekaterinburg

2.0

1,143

1.4

491

Metro population share
of country (%)

Metro retail share
of country (%)

Urban core pop.
share of country (%)

Urban core retail
share of country (%)

20.6

26.8

14.5

18.9

2.1

2.4

0.5

0.6

Ho Chi Minh City

10.0

29.9

7.9

23.6

Jakarta

11.5

24.1

4.1

8.6

Kolkata

1.1

1.7

0.4

0.6

Lagos

9.1

14.6

4.8

7.7

Lima

29.5

54.6

24.9

46.1

Manila

22.5

30.4

12.2

16.4

Nairobi

12.6

40.2

7.8

25.1

1.4

1.6

1.0

1.0

2012
Bogota
Chongqing

Yekaterinburg

Source: Planet Retail – www.planetretail.net
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Hidden cities – by the numbers (continued)

Metro retail sales
2012 (USD mn)

Metro retail sales
2017 (USD mn)

Urban retail sales
2012 (USD mn)

Urban retail sales
2017 (USD mn)

Bogota

31,500

45,358

22,247

32,034

Chongqing

54,998

110,314

12,767

25,609

Ho Chi Minh City

18,684

35,167

14,740

27,743

Jakarta

81,967

146,154

29,274

52,198

Kolkata

14,154

27,020

4,550

8,685

Lagos

17,752

37,072

9,328

19,481

Lima

39,577

59,136

33,421

49,937

Manila

32,670

50,976

17,672

27,574

Nairobi

9,023

15,971

5,618

9,945

Yekaterinburg

9,279

15,829

6,201

10,579

Metro retail sales
per km2, 2012 (USD mn)

Metro retail sales
per km2, 2017 (USD mn)

Urban core sales
per km2, 2012 (USD mn)

Urban core sales
per km2, 2017 (USD mn)

Bogota

18.2

26.2

14.0

20.2

Chongqing

0.7

1.3

16.4

32.8

Ho Chi Minh City

8.9

16.8

28.5

53.6

Jakarta

12.8

22.8

39.6

70.5

Kolkata

7.5

14.3

24.6

46.9

Lagos

17.8

37.1

12.6

26.4

Lima

14.0

21.0

41.8

62.4

Manila

22.1

34.6

27.7

43.2

Nairobi

0.3

0.5

8.1

14.3

Yekaterinburg

8.1

13.8

12.6

21.5

Source: Planet Retail – www.planetretail.net
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Bogota
Bogota is the capital and largest city of Colombia.
In 2010, there were 9.6 million people in the
metropolitan area, with the number growing very
rapidly in recent years as people have moved from
rural to urban areas in search of a better life. However,
in the late 1990s and early 2000s, many people arrived
in Bogota simply to escape the drug-related violence
in rural areas – even though there was considerable
violence in Bogota.
Since the government successfully suppressed much of
the drug violence in recent years, crime has declined
dramatically in Bogota. For example, according to the
Colombian government, in 1993 there were 4,352
murders in the city. By 2007, the number of murders
had declined to 1,401. This is still relatively high.
New York City, with a population similar to that of
metropolitan Bogota, has about one third as many
murders.
Although Colombia is a country with a modest level
of per capita income (according to the IMF, per capita
GDP was USD10,249 in 2011 when measured using the
true purchasing power of the currency), the residents
of Bogota live reasonably well. Over 99 percent of
households have electricity, more than 98 percent
have running water, and more than 88 percent have
telephone service at home.

There has already been
considerable investment in
modern retailing in Bogota –
as of 2011, there were
100 shopping centers in the
city with another 160 in
the pipeline.
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Outside modern retailing,
FMCG suppliers have long
identified small independent
stores as natural and
important sales points.
Bogota is the commercial and industrial center of
Colombia and its economy has consistently grown
faster than that of Colombia. This is due to the abovementioned migration from rural areas, as well as the
strong growth of urban incomes. The city is the center
of trade, being the gateway for imports and the transit
site for the export of Colombia’s vast agricultural
output. Moreover, with the end of the drug wars,
Bogota is once again a destination for business visitors
and as a result there has been considerable investment
in the hospitality sector.
The consumer market is changing rapidly. There has
already been considerable investment in modern
retailing in Bogota – as of 2011, there were 100
shopping centers in the city with another 160 in the
pipeline.
Going forward, the Colombian economy is expected
to grow rapidly – especially once the global economic
crisis fades. Bogota is well-positioned to benefit from
this growth as the leading commercial center of the
country.

The retail sector of Bogota is among the most sophisticated in Latin America. The city boasts
a population of about 10 million people (including its metropolitan area), making it the largest of
Colombia. In recent years, local retailers have undergone a remarkable modernization process
(in some cases with the help of international partners) in an effort to boost sales and increase
market share in a growing economy. Not least as a result of the local leaders’ expansionary
drive, the modern retail sector already represents an estimated 70 percent of sales in the city,
as a growing population, rising incomes and a higher degree of political stability have encouraged
investment.
Bogota represents the most competitive market for retailers in Colombia, with all of the five largest
players – Casino/Éxito, Carrefour, Olimpica, Alkosto and LA 14 – operating in the city. In addition,
the modern and promising environment has kept attracting new players such as Mexican OXXO,
which opened its first convenience stores outside its home market, in Bogota, in 2009; as well as
domestic department store operator LA 14, which opened its first outlet in the city last year at
the new Calima shopping center (one of the city’s numerous new retail property developments).
Portuguese retailer Jerónimo Martins is also expected to arrive in Bogota in the coming months,
having carefully chosen the destination for its first step across the borders of Europe since moving
into Brazil, which it exited again in 2002.
Meanwhile, the market leader is Casino/Éxito, sitting on top of the retail ranking way ahead of
runner-up Carrefour. Casino, the leading French multiple, is active in Colombia via its 54.8 percent
majority stake in local player Éxito which has visibly benefited from Casino’s global retail expertise.
The Medellin-based company has been operating in Bogota since the early 1990s, with the capital
city now accounting for around 35 percent of its sales nationwide. The retailer runs a variety of
formats which appeal to a broad demographic, controlling nearly half of the modern sector in
Bogota. Éxito enjoys a wide geographical coverage throughout the city, strong brand and format
recognition, and a loyal client base thanks to its Suma Puntos loyalty programme. Looking ahead,
Éxito will drive forward its rationalisation programme, focusing its store portfolio on three banners:
Éxito, Carulla and Bodega Surtimax. Expansion in Bogota will be driven through proximity formats
targeting low income consumers. In addition, the retailer is looking to generate footfall through
travel agencies and services such as financial and insurance products; e-commerce activities and
commercial property operations will also be developed.
Despite the broad presence of modern retailing, Bogota continues to boast a thriving traditional
sector, with local markets such as Paloquemao still attracting large numbers of costumers.
Reasons behind the traditional traders’ success in defending relevance include services such as
consumer credit; small-quantity sales of items originally designed as bulk products to the benefit
of low-income customers; and proximity appealing to vast numbers of middle and lower-income
consumers in a city with persistent mobility problems in the face of infrastructure shortcomings.
Both domestic and international FMCG suppliers have long identified small stores as natural and
important sales points for their branded products, and some have developed impressive distribution
networks to supply them.
Finally, it is worth mentioning that the supermarket sector in Bogota is somehow distorted by the
presence of the ‘Cajas de Compensación Familiar’ – non-profit organisations funded by compulsory
payroll taxes and run for the benefit of their members. The Cajas generally provide healthcare and
education services, as well as recreational activities, basic social security and housing. Most, albeit
not all of them, also run supermarkets and pharmacies which are open to anyone. The biggest
and best-known Caja supermarket chains are Cafam (although its supermarket business is now
managed by Éxito) and Colsubsidio.
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French Casino owns a majority stake in Colombian market leader Éxito, the operator of the eponymous hypermarket
chain. Outlet in Bogota.

Source: Éxito

City data Bogota
Core urban population, millions

6.8

Core urban area, km²

1,587

Core urban inhabitants/km²

4,272

Metropolitan population, millions
Metropolitan area, km²
Metropolitan inhabitants/km²
Metro retail sales (USD mn)
Share of national retail sales (%)

9.6
1,732
5,543
31,500
26.8

Colombia retail sales/capita (USD)

2,524

Bogota retail sales/capita (USD)

3,281

Source: Planet Retail – www.planetretail.net
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Chongqing
Chongqing is the most populous city in China with over
28 million people. Yet this figure is a bit misleading.
This vast metropolis was created in 1997 by joining
urban, suburban and rural areas into one giant
administrative unit that, geographically, is as large as
some small countries. The urban parts of Chongqing
have a population of between 6 and 7 million people.
Moreover, the registered population has actually
declined since the urban agglomeration was created in
1997. Still, it is estimated that there are an additional
4.5 million migrant workers in Chongqing [Asia Times
online, Oct. 24 2007].
Chongqing is the commercial center of Sichuan
Province in the center of China and is considered
the economic hub of the upstream part of the
Yangtze River. However, Chongqing is no longer
the administrative center of Sichuan and is regarded
as a separate province. Although Chongqing has a
large population similar to such big Chinese cities
as Beijing and Shanghai, it is much poorer. For
example, according to the Chinese government, the
average annual wage of employed people in 2010
was CNY65,683 (USD9,690) in Beijing, CNY71,874
(USD10,600) in Shanghai, but only CNY35,326
(USD5,210) in Chongqing. Moreover, although wages
in Chongqing have grown rapidly in the past decade,
they have grown no faster than in Beijing or Shanghai.
Thus, Chongqing’s relative position did not change
over the course of a decade. However, growth has
accelerated lately. In 2010, there were about 19 million
employed people in Chongqing, roughly divided equally
between the agricultural, manufacturing and service
industries. The high number of agricultural workers
partly explains the lower incomes compared with other
big cities.

Chongqing is the most
populous city in China
with over 28 million people.
The vast metropolis was
created in 1997 by joining
urban, suburban, and
rural areas into one giant
administrative unit.

While domestic companies
continue to dominate the
retail sector, international
players already capture
3 percent of the Chongqing
market and more investments
are in the pipeline.
Until recently, most of the manufacturing in Chongqing
was oriented toward domestic usage. For example,
Chongqing is a major center for the production of
automobiles, motorcycles, military equipment, steel,
coal and processed food. The latter is closely linked to
the large agricultural output of the region.
China’s leaders have attempted to shift resources to
the non-coastal areas of the country in order to boost
growth and enable these areas to catch up to such
affluent cities as Shanghai, Beijing, Shenzhen and
Guangzhou. Chongqing is one such place that China
is attempting to develop. Recent investments in rail
and highway transportation were intended to reduce
the cost of transporting goods from central China
to coastal ports, and the development of the nearby
Three Gorges Dam helped to expand electricity output
in the region. Such investments were meant to make
Chongqing attractive to export-oriented manufacturers
which previously had mainly focused on investing in
big coastal cities such as Shenzhen and Shanghai.
The result of these investments has been strong
economic growth, with local GDP growing 16.4
percent in 2011 while the Chinese economy grew by
9.2 percent. The strength of the local economy has
attracted not only manufacturers but global banks
and global retailers.
Although China’s overall economic growth is expected
to decelerate as the country becomes more affluent, a
disproportionate share of growth is likely to take place
in the second-tier regions of China. This will certainly
include Chongqing.
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Despite Chongqing’s remarkable growth in infrastructure spending, financial services and river
port activities, as well as the strong influx of foreign direct investment into the city, international
retailers are only beginning to tap the retail market in Chongqing. Given this, as well as the recent
fast increases in incomes and Chongqing’s swift urbanisation process, there clearly is large room
for all kinds of modern retail investment.
According to the bureau of statistics of Chongqing, the local trading sector (comprising the
wholesale, retail and foodservice sectors) saw sales grow by 18.7 percent in 2011 (although actual
growth may have been lower as a result of a statistical under-representation of the traditional and
informal sectors). While domestic companies continue to dominate the retail landscape, it is worth
noting that international retailers now capture around 3 percent of the market, and with more
investments in the pipeline they will take further market share over the coming years.
As in many other cities in China, department stores continue to have strong visibility in Chongqing’s
retail scene but have enjoyed significant upgrades recently to fend off competition from more
modern retail formats such as hypermarkets. The latter have been the fastest-growing format
during the past decade, with new stores opening all over the city thanks to investments from a
relatively small number of both domestic and international players. Unsurprisingly, the supermarket
and convenience store segments are more fragmented with numerous local companies, often based
in Chongqing, each operating small numbers of outlets. Also, independent neighborhood stores
continue to be both widespread and popular with consumers, given their closeness and offerings of
informal consumer credit in the face of relatively low spending power. According to the Chongqing
bureau of statistics, there are now around 300 department stores trading in the city, as well as
more than 3,500 modern grocery stores comprising hypermarkets, supermarkets and
convenience stores.
Chongqing Shangshe Group is the undisputed leader in Chongqing, with sales from retail
operations of CNY20 billion (USD3.2 billion) in 2011. The state-owned company has business in
retailing, general trading, the hotel sector, logistics and real estate development. In retailing, it
plays a particularly strong role in the department store arena, operating the New Century and
Chongqing Department Store banners. Over the years, Chongqing Shangshe Group has expanded
into additional formats, including hypermarkets, supermarkets and electricals stores.
With regard to foreign operators, Chongqing has already attracted investment from Walmart,
Carrefour and Metro Group, and all of them have announced further expansion plans both across
and beyond the city. Chinese leading retailers such as China Resources Enterprise (Vanguard) and
Yonghui have also established a strong presence. It is worth noting that Yonghui, the fastestgrowing local hypermarket operator, has developed Chongqing into its second-largest regional
market, having opened more than 60 hypermarkets in and around the city.
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Chinese market leader China Resources Enterprise holds a strong position in Chongqing with its Vanguard hypermarket
banner.

Source: Planet Retail – www.planetretail.net

City data Chongqing

2012

Core urban population, millions

6.5

Core urban area, km²

780

Core urban inhabitants/km²
Metropolitan population, millions
Metropolitan area, km²
Metropolitan inhabitants/km²
Metro retail sales (USD mn)
Share of national retail sales (%)

8,333
28.0
82,400
340
54,998
2.4

China retail sales/capita (USD)

1,708

Chongqing retail sales/capita (USD)

1,964

Source: Planet Retail – www.planetretail.net
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Ho Chi Minh City
Ho Chi Minh City, formerly known as Saigon, is the
largest city in Vietnam with a metropolitan population
of about 9 million people. The city itself has a
population of about 7.1 million people. About 6 percent
of the population is ethnic Chinese. Among these
people are speakers of several Chinese regional dialects
such as Teochew and Hokkien, similar to what is found
in other Southeast Asian nations. Although Vietnam
was a French colony, the most prevalent second
language of Ho Chi Minh City is now English, which is
mainly used in the commercial and tourism realms.
Ho Chi Minh City is the commercial center of Vietnam.
Although the city has roughly 8 percent of the
country’s population, it accounts for about
20 percent of GDP and 28 percent of industrial output.
In addition, about 40 percent of Vietnam’s exports
travel through local ports. As a result, per capita
income in Ho Chi Minh City is almost three times
higher than the national average. According to the IMF,
per capita GDP measured using the true purchasing
power of the currency was USD3,359 in Vietnam in
2011, similar to Uzbekistan and Nicaragua, both very
poor countries. By comparison, per capita income in
nearby Thailand was USD9,396. This means that per
capita income in Ho Chi Minh City was roughly similar
to that of Thailand, a middle income country. From a
retail perspective, this makes Ho Chi Minh City quite
attractive. At this level of income, there are generally
a sizable number of consumers with significant
discretionary spending power.

Although HCMC has roughly 8 percent of
Vietnam’s population, it accounts for about
20 percent of GDP and 28 percent of
industrial output.
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Modern retailing is being
fuelled by rising living
standards and aspirations, as
well as the attractiveness of
modern stores. Wet markets
are in gradual decline.
Looking forward, Ho Chi Minh City is well-positioned
to benefit from the country’s growth. The government
has established three export processing zones and
12 industrial parks in the metropolitan area. Already
the area receives the lion’s share of foreign direct
investment into the country. Much of that investment
is geared toward the processing of manufactured
products for export. Vietnam’s future growth is likely
to involve expanded exports of low-value added
products, especially as China moves up the value chain
and sheds low wage production. As a result, the area
around Ho Chi Minh City will likely play a role similar to
that of the Pearl River Delta in China.
Moreover, Vietnam has built a sizable tourism industry.
In 2011, there were over 4 million tourist arrivals in
Vietnam and tourists spent roughly USD5.5 billion.
Roughly three quarters of tourists spent at least some
of their time in Ho Chi Minh City.

As Vietnam has emerged over the past half-decade as one of the world’s hottest retail markets,
its two largest and most important cities in terms of size, economic and political influence, Ho Chi
Minh City and Hanoi, have come to dominate the country’s embryonic modern retail scene.
Ho Chi Minh City and Hanoi are home to 7.1 million and 6.4 million inhabitants respectively, and
only two other cities can claim more than one million inhabitants.
Although the capital Hanoi – with its higher proportion of civil servants and expats looking for a
modern grocery shopping experience – is important, it has been Ho Chi Minh City, with its sizeable
population and position as an economic center, which has seen the most retail development. It is
estimated that per capita retail sales in Ho Chi Minh City are more than three times higher than in
the rest of Vietnam, with the city featuring the highest per capita value and a total market that is
thought to be 50 percent larger than Hanoi’s.
The development of modern retailing is being fuelled by rising living standards and aspirations, as
well as the attractiveness of modern, hygienic stores (which have become increasingly important
particularly since the avian flu crisis of the early 2000s). Although wet markets remain important,
there is strong evidence they are in gradual decline in the city. In fact, from early 2009, the Ho
Chi Minh City People’s Committee has looked to limit the number of new markets opening in the
city center, while there has also been a clamp down on unregistered markets and those that are
deemed not to reach certain hygiene standards.
Ho Chi Minh City is also home to Vietnam’s largest retailer, Saigon Co-op, whose rapid expansion
has done much to introduce modern grocery retailing formats into Vietnam and, even today, its
stores are among the most modern in the country. State-owned Saigon Co-op holds a dominant
position in Ho Chi Minh City with its key Co-op Mart superstore concept and the smaller Co-op
Food stores. Between 2006 and 2011, the number of stores almost quadrupled, rising from 17 to
66 outlets. Signalling the increasing sophistication in the market, Saigon Co-op finally launched its
own TV home shopping channel in 2011.
Other local retailers have also emerged to benefit from the demand for modern retail in Ho Chi
Minh City. Convenience store operator Shop & Go only opened its first outlet in December 2005
and already has 70 stores in operation. Other important, and growing, local players in Ho Chi Minh
City include supermarket operators Citimart and Maximark.
Local players, though, are now facing rising competition from foreign rivals who unsurprisingly
have made Ho Chi Minh City their first port of call when entering the Vietnamese market. One of
the first to spot the potential was Malaysian department store operator Parkson, which opened
its first outlet in Ho Chi Minh City in 2005. Hong Kong-based Dairy Farm quickly followed in 2006
and last year added hypermarkets and drugstores to its supermarket operations in the city. South
Korea’s Lotte Mart opened its first Lotte Mart hypermarket in 2008, while Casino-owned Big C is
also a sizeable player in the city.
Ho Chi Minh City has become a hot destination for Japanese convenience store giants as well.
FamilyMart became the first global convenience store brand in the country when it opened its first
store in Ho Chi Minh City in 2009. In 2011, the first Ministop c-store (operated under license from
AEON) also opened its doors in the city. Meanwhile, The Gap launched its first clothing stores in
late 2011.
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Vietnamese market leader Saigon Co-op has done much to spread modern retail in the country. Outlet in Ho Chi Minh City.

Source: Planet Retail – www.planetretail.net

City data Ho Chi Minh City
Core urban population, millions
Core urban area, km²
Core urban inhabitants/km²
Metropolitan population, millions

7.1
518
13,707
9.0

Metropolitan area, km²

2,095

Metropolitan inhabitants/km²

4,296

Metro retail sales (USD mn)

18,684

Share of national retail sales (%)

29.9

Vietnam retail sales/capita (USD)

692

Ho Chi Minh City retail sales/capita (USD)
Source: Planet Retail – www.planetretail.net
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2,076

Jakarta
Jakarta is the capital and largest city of Indonesia.
The city itself has about 10 million people while the
broader metropolitan area has between 18 and
28 million people, depending on what areas are
included. In a country of over 240 million people,
Jakarta is clearly a major population center and the
center of commerce and government.
Jakarta’s economy depends on government, financial
services, trade, and manufacturing. It is not, however,
a center of tourism as foreign tourists visiting Indonesia
generally go to beach resorts such as Bali.
In line with the rest of Indonesia, Jakarta is currently
experiencing rapid economic growth. As the country
becomes a more significant exporter of manufactured
goods, much of the employment related to industrial
production is growing in the Jakarta metropolitan
area. Moreover, related industries such as finance,
transportation and management are growing in order
to service the needs of an export-oriented economy.
There are also some projections that office space in
Jakarta will double in the next four years.

Middle class consumers
in Jakarta show a strong
preference for shopping near
their homes, meaning that
convenience stores are the
main destination for grocery
shopping for many.
Per capita income in Jakarta, at about USD10,000, is
more than twice that of the country. There is a large
middle class and a modest but significant number of
very wealthy households. Given the relatively high
level of purchasing power, Jakarta is a major center
of modern shopping, with 68 large malls. However,
the government intends to temporarily restrict further
development of shopping centers in excess of 5,000
square meters. Traffic congestion is a serious problem
in Jakarta, so the government is not eager for more
people to take longer trips.

Per capita income in Jakarta, at about USD10,000, is more
than twice that of Indonesia. This makes the city a major
center of modern shopping.
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Jakarta as the capital and largest city of Indonesia has long been the country’s main focus of
retail investment. The metropolitan area with its 28 million inhabitants (according to the widest
available definition) is home to around 12 percent of the population of Indonesia, which is in turn
the world’s fourth most-populous country. However, when looking at the sheer size of the market
and its fast-rising income levels (with Indonesia featuring more than twice the per capita spending
power found in India or Vietnam), there continues to be a conspicuous, if not surprising, lack of
international retail giants: French Carrefour and Hong Kong’s Dairy Farm are the only foreign
players to make it into Indonesia’s retail top 5.
Reasons for this lack of market penetration include Indonesia’s comparatively strong geographic
fragmentation – creating significant challenges mainly in food logistics; a shopper preference
for convenience stores that is largely underserved by the global multiples; as well as a public
administration that is widely perceived as bureaucratic and corrupt. This overall perception has
been scaring off retail investors, and has clearly impacted also on Jakarta’s retail landscape.
While all important retail formats are available in Jakarta – from the traditional wet market through
convenience stores to hypermarkets – middle class consumers in Indonesia still show a strong
preference for shopping at convenient locations near their homes, meaning that convenience stores
and minimarkets continue to be the main destination for grocery shopping for many.
In line with this, the country’s two largest retailers are convenience store operators. 6,000-strong
Jakarta-based Indomaret operates stores of around 200 square meters mainly in residential areas,
but also in office locations both in Jakarta and across the country. Around 40 percent of its stores
are operated on a franchise basis. The second-largest retailer is Alfa Mart, running a similarly-sized
network of nearly 6,000 convenience stores across the country, again with a strong presence in
Jakarta and with expansion partly based on franchised operations.
Waving a relatively small international flag in the local convenience store sector is 7-Eleven – owned
by Japan-based Seven & I with around 60 locations. Operated under a 2009 Indonesian master
franchise agreement with PT Modern Putra Indonesia (PT Modern) and focused only on Jakarta for
now, the retailer has recently launched an innovative recreational convenience store format.
In addition to what its standard format offers, these new stores have a higher-than-usual
proportion of ready meals as well as instore seating. The concept is aimed at young people, is
available around the clock, offers free Wi-Fi and features occasional live music.
Meanwhile, the large-format sector is dominated by French giant Carrefour – although, in addition
to its hypermarkets, the retailer also operates a network of supermarkets in Jakarta resulting in
a presence of around 40 stores in the area. Further leading hypermarket chains include domestic
Matahari-owned Hypermart (with nine out of around 70 outlets located in the capital city), as well
as Korean-owned Lotte Mart and Giant (owned by Hong Kong-based Dairy Farm).
In the supermarket arena, Carrefour has announced that it is planning to convert some of its legacy
Alfa Retailindo outlets into upscale supermarkets this year, in a bid to cater to Jakarta’s growing
premium market.
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With Indonesian retailing strongly shaped by convenience stores, the market leader is Jakarta-based Indomaret.
The group runs a network of around 6,000 stores, boosting its competitiveness with private label ranges.

Source: Indomaret

City data Jakarta
Core urban population, millions
Core urban area, km²
Core urban inhabitants/km²
Metropolitan population, millions

2012
10.0
740
13,514
28.0

Metropolitan area, km²

6,400

Metropolitan inhabitants/km²

4,375

Metro retail sales (USD mn)
Share of national retail sales (%)

81,967
24.1

Indonesia retail sales/capita (USD)

1,394

Jakarta retail sales/capita (USD)

2,927

Source: Planet Retail – www.planetretail.net

Hidden cities The next generation of retail markets

15

Kolkata
Kolkata, formerly known to the world as Calcutta, has
not attracted the kind of attention showered on India’s
other big cities such as New Delhi, Mumbai, Bangalore
and Hyderabad. Yet that is now changing. Kolkata’s
economy has begun to benefit from some of the same
types of investments as the other cities mentioned,
in areas such as information technology and business
process outsourcing. As a result, the economy is likely
to experience relatively good growth and the number
of consumers with discretionary spending power will
rise. From a retail perspective, Kolkata offers lowhanging fruit in that it has not had the level of modern
retail investment as the other cities, but it does have
a growing consumer market.
Kolkata is one of India’s largest cities, with a city
population of 4.5 million and, more importantly,
a metropolitan population of more than 14 million.
It is the leading city in Eastern India and one of the
country’s leading ports. Unlike other parts where
the dominant language is Hindi, Kolkata’s principal
language is Bengali.

Kolkata offers low-hanging
fruit in that it has not had
the level of modern retail
investment as other key cities
in India, but it does have
a growing consumer market.
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Retail FDI remains a
controversial issue, and the
relative absence of foreign
players is allowing India’s
domestic giants to expand
and take market share.
Kolkata was the capital city of British colonial India
from the late 18th century until the early 20th century
when the capital was moved to Delhi. Although it was
one of the richer cities of India during colonial times,
its relative affluence declined in the post-war era. For
a while, Kolkata was largely associated with poverty,
especially given the prominence of Mother Teresa and
the presence of vast slums. But that started to change
about 20 years ago along with economic reforms that
boosted economic growth in India. In recent years, a
Communist Party-led state government in West Bengal
has encouraged foreign investment in multiple sectors
in both manufacturing and services, with particular
emphasis on information technology. Indeed, in recent
years the IT sector in Kolkata has grown very rapidly.
The central government of India has promoted the
city as the nation’s second financial hub after Mumbai.
Given the relatively low cost of living in Kolkata and an
abundance of skilled labor, the region is attractive to
both foreign and Indian multinationals.

With the population of metropolitan Kolkata expected to grow from more than 14 million today to
around 20 million by 2030, and per capita spending power higher than in other key Indian metros
such as Mumbai, Delhi and Bangalore, retailers operating in Kolkata are trading in a fast-growing
market. Sanjiv Goenka, Vice Chairman of RGP Enterprises, has stated that “people here are willing
to spend and we have seen reflections of Kolkata’s high consumer spending in our sales. Sales per
square foot in Kolkata are among the highest in the country”.
Yet, the broad picture of the city’s retail landscape is composed of traditional markets and
independent kirana stores. This is complemented by traditional high streets, a limited number of
modern hypermarkets and supermarkets, as well as state-of-the-art shopping centers featuring
numerous national and international premium and mid-market labels in addition to a number of
global foodservice brands.
The fact that Kolkata has hardly been touched by international grocery heavyweights yet is, to a
decent extent, the result of the Indian government’s still-restrictive policies on retail foreign direct
investment which aim to protect the country’s huge numbers of independent traders. Below the
national level, market liberalisation also remains an issue in the state of West Bengal, with Chief
Minister Mamata Banerjee openly stating in November 2011 that West Bengal “may not allow
foreign direct investment in the retail sector because it may hurt small stores”.
However, thanks to more liberal rules for wholesalers, Metro Cash & Carry is one of the global
heavyweights that have already entered the market of Kolkata, running one of its 11 Indian stores
in the city. However, neither Walmart nor Carrefour nor Tesco have arrived in the city yet with
their local cash & carry arms. In the variety store arena, there is now one Marks & Spencer outlet
available for shoppers in Kolkata.
The absence of foreign players is allowing India’s domestic giants to expand and take market
share. Retailers with a well-visible presence already include domestic market leader Future Group
(featuring a range of predominantly non-food formats including Big Bazaar discount superstores,
Pantaloons clothing stores, Planet Sports sports stores and one Home Town DIY store) and India’s
number three retailer K Raheja (operating Shoppers Stop clothing stores). In grocery retail, visible
amounts of market share are captured by Aditya Birla (running a total of 19 More supermarkets)
as well as RPG-owned Spencer’s (with a total of four superstores and nine neighborhood stores).
In the meantime, more retailers have announced plans to set up shop as sector modernisation
continues to gather momentum.
In the foodservice arena, companies with an already strong presence include Yum! Brands (with
nine KFC and eight Pizza Hut restaurants) as well as Subway (with 12 outlets), while McDonald’s is
yet to step into Kolkata territory.
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Metro is one of the few Western grocers to have opened in Kolkata, with operations enabled by its wholesaler status.
The local store serves more than 75,000 independents from the city.

Source: Metro Group

City data Kolkata
Core urban population, millions

4.5

Core urban area, km²

185

Core urban inhabitants/km²
Metropolitan population, millions

24,324
14.0

Metropolitan area, km²

1,887

Metropolitan inhabitants/km²

7,419

Metro retail sales (USD mn)

14,154

Share of national retail sales (%)

1.7

India retail sales/capita (USD)

674

Kolkata retail sales/capita (USD)
Source: Planet Retail – www.planetretail.net
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2012

1,011

Lagos
Lagos is the former capital of Nigeria and remains its
largest and most important city. It is the second mostpopulous city in Africa after Cairo. The city proper has
a population of just under 8 million, but the
metropolitan area has a population of somewhere
between 11 and 15 million people, depending on
the definition of the metropolitan area. Lagos is the
commercial center of Nigeria and the center of wealth.
Although Nigeria is a poor country, Lagos’s living
standard is relatively high compared to the rest of the
country. According to the IMF, Nigeria’s per capita GDP
when measured using the true purchasing power of the
currency was USD2,578 in 2011. This was approximately
comparable to such countries as Papua New Guinea,
Laos and Sudan. A rough estimate of per capita GDP
for Lagos is around USD3,500, about 60 percent higher
than the national average but still a fairly low level of
income. Yet given a somewhat skewed distribution
of income, there is a decent sized middle class and
an affluent population with substantial discretionary
spending power.
The future of Lagos is tied to the future of Nigeria,
which has begun to look bright. Economic growth has
been strong lately owing not only to Nigeria’s status as
a major exporter of oil but to increased investment in
the non-oil sector. In part, this has been stimulated by
government privatization of state enterprises as well as
by inbound investment as the rest of the world takes
more interest in Africa. As the center of commerce and
the principal port for Nigeria, Lagos will provide much
of the human and physical infrastructure necessary
to support a growing economy of global significance.
As such, the population will continue to rise through
migration of people from rural areas. The rising
demand for relatively skilled labor will boost incomes.
These factors will make Lagos an increasingly attractive
retail market.

Lagos’ population density is one of the highest
in the world, providing attractive opportunities
for supermarket operators in a market
characterised by low car ownership rates.
Of course problems abound. Lagos is known for
considerable traffic congestion, corruption, and crime.
The physical infrastructure has not kept pace with the
growth of the population and economy. These issues
can be rectified over time, especially if the economy
continues to grow.
Interestingly, the Central Bank of Nigeria (CBN) has
begun to implement a plan for Lagos to become the
hub of a pioneering effort to move toward a cashless
society. Such a transition could have significant benefits
for modern retailers in a city where, until recently,
about 99 percent of all transactions were cash-based.
The plan is for Lagos to move first toward e-banking,
followed by mobile banking and ultimately mobile
commerce on a wide scale. The idea is to reduce
transaction costs and reduce costs to the banking
system. The CBN estimates that full implementation of
such a system will boost GDP growth by one percent.
The CBN has even imposed penalties for individuals
who deposit or withdraw too much cash from banks.

The future of Lagos is tied to
the future of Nigeria, which
has begun to look bright amid
increased investment in the
non-oil sector.
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Lagos, home to as much as 15 million people in its larger metropolitan area, is embedded in the
highly urbanised strip of land along Nigeria’s southern coast. In Lagos, the population density is
one of the highest in the world at around 15,000 people per square kilometer, providing attractive
opportunities for retailers in a market characterised by low car ownership rates despite the
frequent traffic chaos in the city. The cost of living in Lagos – driven up by the presence of a strong
oil sector as well as growing demand for skilled labor in a number of rising economic sectors – is
one of the highest in Africa. As a result, a large proportion of the city population still live below
the poverty line. Yet, the small but growing percentage of comparatively well-off people in Lagos
means there is a decently large market for modern retailers already in terms of absolute customer
numbers.
Looking at the low-income population, there is great demand for no-frills retailers offering
competitively-priced products. However, that niche continues to be underserved by the
local independent trade. Also, with low-cost formats usually operating on the back of good
infrastructure, efficient and low-cost food distribution is a long-term vision at best when looking
at the city’s need for additional road capacities and a better-developed manufacturing base, as well
as a reliable energy supply.
Meanwhile, in the modern grocery segment, the picture in Lagos is dominated by South Africabased companies. But, even the big likes of Shoprite, Woolworths and Massmart (now majorityowned by Walmart) only operate small numbers of stores each in Nigeria. The picture is very similar
in the foodservice sector, with Nando’s and Yum! Brands enjoying the strongest brand visibility.
Comparatively low incomes, insufficiently-developed infrastructure and the relative lack of
big FMCG suppliers, along with fairly low car ownership rates, all complicate the operation of
large-sized formats such as hypermarkets in Lagos. This in turn means that within modern retail
investment, the biggest opportunities can be found in the supermarket and small neighborhood
store segments at this point in time, with new stores usually springing up within, or close to,
residential areas.
A major issue standing in the way of retail modernisation in Lagos is the lack of state-of-the-art
retail space. This is due to several factors, certainly including high population densities resulting in
a lack of available land. However, in addition, planning processes tend to be complicated by a
public administration that has frequently been described as corrupt and overly bureaucratic. Relief
is finally coming from a number of new shopping centers which are currently being developed
across the city; some of these are expected to open very soon, allowing modern retailers (not
least from South Africa) to move into attractive locations and add momentum to the local retail
modernisation process.
The most remarkable foreign direct investment in food retailing has come from South African
leader Shoprite, which entered the city (and with it the Nigerian market) with a supermarket in the
Naira shopping center in 2005. Shoprite now operates three out of five of its Nigerian supermarkets
in Lagos. Along with other cities, such as the capital Abuja, Lagos is high on the expansion agenda
of Shoprite as it sees the growth potential available in Nigeria’s expanding urban space and middle
class. The retailer has announced plans to grow its country-wide portfolio to 20 outlets in the
medium term. For its new stores, like most of its South African competitors, Shoprite is mainly
looking for shopping centers rather than stand-alone locations as these provide the advantages of
better infrastructure with parking space and public transport, as well as attracting a wider audience
of shoppers translating into higher footfall for its anchor supermarkets.
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Founded in 2006, The Palms shopping mall in Lagos was the first of its kind in Nigeria. More malls are under development, paving the way for the spread
of modern retail in Lagos.

Source: The Palms

City data Lagos
Core urban population, millions
Core urban area, km²
Core urban inhabitants/km²
Metropolitan population, millions
Metropolitan area, km²

2012
7.9
738
10,705
15.0
1,000

Metropolitan inhabitants/km²

15,034

Metro retail sales (USD mn)

17,752

Share of national retail sales (%)

14.6

Nigeria retail sales/capita (USD)

738

Lagos retail sales/capita (USD)

1,181

Source: Planet Retail – www.planetretail.net
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Lima
As the capital and largest city of the fastest-growing
economy in Latin America, Lima (Peru) has taken on
a new significance. With a metropolitan population
approaching 9 million and growing, Lima is one of the
most populous urban areas in the Western Hemisphere
and accounts for nearly one third of the population
of Peru. Yet, until recently, Lima didn’t attract much
attention. That may have to do with the fact that Peru
was a slow growing, troubled, sometimes violent,
and relatively poor economy. Nevertheless, that
has changed spectacularly. From 2004 to 2011, the
Peruvian economy grew 61 percent and most analysts
expect strong growth to continue in the years ahead.
On the other hand, the slowdown in global growth
in 2012 will take a temporary toll on Peru’s rapid
expansion.
According to the IMF, Peru’s per capita GDP in 2011,
when measured to reflect the true purchasing power
of the currency, was roughly USD10,000 – similar to
that of Colombia. By comparison, Chile’s per capita
GDP was around USD17,000. However, it is estimated
that per capita GDP in Lima is approximately double
that of Peru as a whole, and roughly four times that of
the rest of the country. Lima accounts for the majority
of Peru’s industrial output and almost all financial and
professional services take place in Lima. As a result, it
accounts for around 60 percent of GDP and, by some
estimates, more than three quarters of Peru’s consumer
purchases. Thus, any global retailer interested in Peru
would essentially be interested in Lima.

Lima accounts for roughly
60 percent of GDP and,
by some estimates, more
than three quarters of Peru’s
consumer purchases.
Thus, any global retailer
interested in Peru would
essentially be interested
in Lima.
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Modern players continue to
capture market share rapidly
in Lima. Yet, independents
still represent some 70 percent
of retail sales in the city.
The lion’s share of middle class and affluent Peruvians
live in Lima. Shopping is quickly shifting away from
street markets and small retailers to large shopping
centers and big stores, with most of Peru’s modern
shopping venues in the Lima metropolitan area.
In the past decade, there has been a rush to construct
large malls and many more are either planned or under
construction. A disproportionate share of the growth of
retail spending in Lima is taking place in these venues.

With a population of around 9 million inhabitants and accounting for roughly three quarters of
consumer spending in Peru, Lima is, in the wake of swift economic development, fast becoming an
international hotspot for retailers.
The city accounts for over 80 percent of all modern retail sales in Peru, with modern players
continuing to rapidly capture market share amid a shrinking traditional sector. Nonetheless, small
grocery stores and street vendors still represent around 70 percent of total sales in Lima, with large
numbers of traders selling and reselling products on the streets, creating a huge parallel sector that
escapes any control by the government in terms of taxation and quality controls. The established
operators have repeatedly stated they consider this as unfair competition as they do have to comply
with government tax and hygiene regulations and bear the associated costs.
Investment in and sales through modern supermarkets in Peru are growing thanks to the economic
bonanza. While up to just a few years ago, Lima concentrated practically all retail investment in the
country, a very recent trend has been that retailers are now also venturing into other cities such
as Arequipa, Trujillo and Chiclayo. Still, Lima continues to account for the lion’s share of new retail
investment in Peru.
Retail investment within Greater Lima is now increasingly being directed to the city suburbs where
companies are targeting lower-income customers, as opposed to their traditional customer base
made up of high-income households from the affluent areas of the city. Furthermore, shopping
centers and the smaller so-called power centers continue to be a booming segment.
The Lima retail market is dominated by three players, two of them coming from neighboring Chile.
Chilean Cencosud leads the ranking with its Wong subsidiary, which it acquired in 2007, followed
by domestic retailer Supermercados Peruanos and Chile-based Falabella.
Market leader Wong runs a multi-format operation comprising supermarkets, superstores,
hypermarkets and shopping centers, cementing its success on a market proposition based on high
quality merchandise and high levels of service. Thus, customers can expect valet parking and have
their shopping packed and carried to their cars free of charge. Wong plans to continue opening
new stores in Lima, with the first Paris department store in Peru expected to launch in the city this
year. In addition, three new shopping centers will be opened by the group in Lima in the course of
2012 and 2013.
With Lima now increasingly attracting international players eager to grab a slice of the booming
city market, SHV Makro made its entry with its first cash & carry outlet in 2009, while Casino’s
Colombian partner Éxito could be next in line to enter Lima in the short to medium term.
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Chile-based Cencosud is the number one retailer in Lima, operating its Wong hypermarkets and superstores alongside
several other formats.

Source: Planet Retail – www.planetretail.net

City data Lima
Core urban population, millions
Core urban area, km²
Core urban inhabitants/km²
Metropolitan population, millions
Metropolitan area, km²
Metropolitan inhabitants/km²
Metro retail sales (USD mn)
Share of national retail sales (%)

7.6
800
9,500
9.0
2,819
3,193
39,577
54.6

Peru retail sales/capita (USD)

2,377

Lima retail sales/capita (USD)

4,397

Source: Planet Retail – www.planetretail.net
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Manila
Manila is the capital city and principal business center
of the Philippines, and has been so for roughly
400 years. The metropolitan area has a population
of between 11 and 22 million people (compared to a
Philippine population of 98 million) depending on the
definition used. This number has grown rapidly and has
resulted in a familiar litany of urban problems including
traffic congestion, pollution, poverty, a shortage of
housing and an inadequate public infrastructure.
Moreover, by one estimate the city proper is the most
densely populated urban area in the world with roughly
41,000 people per square kilometer [Forbes.com,
December 20, 2006]. This compares to Shanghai with
16,000 people per square kilometer and Tokyo with
10,000 people per square kilometer.
The economic outlook for the Philippines has become
increasingly bright, owing to propitious economic
policies as well as strongly favorable demographics.
Unlike other East Asian countries such as Japan and
South Korea, the Philippines has a relatively young
population and, unlike the other countries just
mentioned, the working-age population continues to
grow rapidly. As such, investors from those countries
are increasingly attracted to the Philippines on account
of its vast supply of relatively cheap and skilled labor.
In addition, the country is appealing for offshore
business services owing to the large number of English
speakers. To the extent that the Philippines benefits
from these trends, much of the benefit will accrue
to Manila.

Manila retailing continues to
be dominated by domestic
players. Yet, as more
international players enter,
the city has every potential of
accelerating modernisation to
the benefit of consumers.
On the other hand, there are some impediments to
growth and to successful investment. These include the
existence of a relatively poor physical infrastructure,
continued threats from terrorist groups and the age-old
problems of corruption and inefficiency.
As for Manila’s retail market, there has already been
substantial investment in modern facilities in the past
two decades, and Manila is in fact home to some of
Asia’s largest malls.

Manila proper is thought to be the most
densely populated urban area in the world.
The economic outlook has become increasingly
bright, owing to propitious economic policies
as well as strongly favorable demographics.
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Manila offers huge potential for retailers with around 22 million inhabitants and an unusually
high population density. In terms of retailing, Manila is the single most important market in the
Philippines, accounting for around 30 percent of nationwide sales, compared with a population
share of just over 22 percent, which is due to the higher income levels in what continues to be the
country’s number one investment destination.
As in the other regions of the Philippines, the retail market in Metro Manila remains fragmented
with sari-sari shops (family-run neighborhood stores) still playing a central part in supplying the
vast low-income population with consumer goods. However, on top of these, the city center has
seen the arrival of decent numbers of hypermarkets, supermarkets, modern convenience stores and
shopping centers over the past decade, mainly thanks to investment from domestic players.
The age of market liberalisation started in 2000, when the government passed the Retail Trade
Liberalisation Act which allowed foreign retailers to enter the Philippines under certain conditions.
These included a 30 percent minimum threshold for local sourcing as well as proof from retailers
of a 5-year minimum trading history. The fresh competition entering Manila in the wake of the
law has every potential of accelerating market concentration and modernisation to the benefit
of consumers – however, most global heavyweights are yet to make the move, with Walmart,
Carrefour, Tesco and Metro Group all staying out at this point in time. This in turn means that
modern retailing in the Philippines is dominated by local players.
Market leader SM Investment, with annual banner sales of around USD5 billion, has grown a
portfolio of department stores, hypermarkets, supermarkets and shopping malls in Metro Manila.
Rising star Puregold – now the number one in the Philippines’ hypermarket sector in terms of store
numbers and the number two behind SM Investment in terms of sales – has also set out great plans
for Manila while continuing to test new formats such as discount stores. Further domestic key
players, including Robinsons, Benison and Rustan, also continue to expand their department store,
hypermarket and supermarket networks.
Off the main retail stage, the list of international players with a presence in Manila already includes
(but is not limited to) banners such as 7-Eleven, Watsons Your Personal Store, Marks & Spencer and
Zara, as well as several foodservice giants such as Yum! Brands, Dunkin’ Brands, McDonald’s and
Starbucks. These operations use Manila as a hub to learn about the Philippine market, mostly with
a view to expanding across the country at a later point in time.
Looking ahead, as the Philippine economy continues to grow and Manila creates new and
increasingly attractive jobs, retailers in the city will benefit from further urbanisation and rising
incomes. Considering the size of the population, both domestic and international retailers should
find new opportunities, particularly in the convenience store and hypermarket segments, with
the latter having a better outlook here than in the crisis-struck Western markets with their ageing
populations.
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SM Investment operates a portfolio of department stores, hypermarkets, supermarkets and shopping malls in Manila.

Source: Planet Retail – www.planetretail.net

City data Manila

2012

Core urban population, millions

11.9

Core urban area, km²

639

Core urban inhabitants/km²
Metropolitan population, millions
Metropolitan area, km²

18,623
22.0
1,475

Metropolitan inhabitants/km²

14,915

Metro retail sales (USD mn)

32,670

Share of national retail sales (%)

30.4

Philippenes retail sales/capita (USD)

1,100

Manila retail sales/capita (USD)

1,485

Source: Planet Retail – www.planetretail.net
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Nairobi
Nairobi is the political capital and commercial center
of Kenya in East Africa. It has a population of roughly
3.3 million people, a number that has tripled in the last
25 years. Kenya remains principally a rural nation, with
more than 90 percent of its 42 million people living
away from cities. Consequently, Nairobi represents the
bulk of urban life in Kenya. Moreover, Kenya has a fairly
skewed distribution of income, with urban dwellers
having a far higher living standard than the rural
population. This means that the bulk of middle class
and affluent people live in Nairobi.
Nairobi has a diverse economy with strength in trade,
industry and business management. It is the regional
headquarters for many multinational companies from
Europe and the US, and many foreign manufacturers
operate factories and distribution centers in and around
the city. It is also the regional headquarters for various
international agencies including the UN and World
Bank. Finally, Nairobi is the gateway to Kenya for global
tourists, many of whom head to rural areas for safaris.

Kenya remains principally
a rural nation, with more
than 90 percent of its people
living away from cities.
Consequently, Nairobi
represents the bulk of
urban life in Kenya.
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Walmart’s expected market
entry in 2014 suggests that
Nairobi is finally appearing
on international players’ radar
screens, albeit largely with
a view to getting an early
foothold in what is a longterm strategic market.
The Kenyan economy has been growing rapidly in
recent years and this is expected to continue. Naturally,
Nairobi will benefit disproportionately as the economy
shifts more toward industry and services and away
from agriculture. Nairobi is the principal location for
investment in modern retailing in Kenya, so global
retailers with an interest in Kenya are likely to focus
almost exclusively on this city.
Interestingly, and not least in avoidance of the
cost associated with expanding fixed line telecoms
networks, Kenya has become a significant center of
mobile technology with literally hundreds of millions
of mobile commerce transactions taking place each
year. These involve purchases as well as transfers of
cash to and from the banking system. A good deal of
attention has been paid to the fact that Kenyan farmers
use mobile commerce and mobile telephony to improve
the efficiency of their businesses. Yet the lion’s share
of mobile commerce takes place in Nairobi. The other
African city featured in this report – Lagos – is also in
the process of moving in this direction.

Kenya’s capital Nairobi features the highest annual population growth rate across Africa, and is
expected to hit the 4 million inhabitants mark by 2015, compared with 3.3 million inhabitants
today. However, it is worth noting that huge parts of the population continue to live in slums and,
even though just 5 percent of the city’s total residential area is covered by informal shelter, these
dwellings are thought to accommodate at least half of the city’s population.
This makes it clear that modern retailing with a focus on high-income households – a typical
feature not least for central business district supermarkets – has so far been within the reach of just
a small part of the population. Looking ahead in the immediate future, any relevant investment for
the modernisation of Nairobi’s mass market retail sector will primarily focus on supermarkets and
neighborhood stores, with retailers having to increasingly target the small but fast-growing middle
class of the city, rather than relying on high-income households almost exclusively.
Rather than melting down, the local independent retail sector continues to account for the most
significant part of retailing in Nairobi and is actually still growing, albeit at a lower rate than
the modern trade segment. This is despite the lack of support for independent traders from the
government, which does not see street vendors and mom & pop store owners as a strategic
resource for employment and food supply let alone for tax collection.
As a result of this, companies wishing to invest in modern retail facilities are at an advantage as
public support for Nairobi’s retail sector is largely channelled into modern formal trade. Today,
modern retail only accounts for an estimated 11 percent of Kenya’s retail sales which highlights
the long-term growth opportunities that are available in the market. And, while the modern
trade sector is clearly more developed in Nairobi than in the rest of the country, Kenyan market
leader Nakumatt still needs to run no more than 11 outlets in the city to be a leading force here,
while Tuskys’ and Uchumi’s networks are limited to 17 and 13 outlets respectively. Needless to
say, these are extremely low store numbers for a city as big as Nairobi. Even those small store
numbers represent 40 percent of Nakumatt’s country-wide operations, and around half of the store
networks of Tuskys and Uchumi, highlighting the current lack of retail development in Kenya.
Meanwhile, there is an almost complete absence of international players. South African retailers,
many of which have complemented their large home market operations with small numbers of
cross-border stores across numerous Sub-Saharan countries, still hesitate to enter the market
stating that Kenyan urban space was competitive already due to the small size of its middle class
and the strong market position mainly of Nakumatt.
Nonetheless, in July 2012, Walmart (which now owns a 51 percent majority stake in South African
Massmart) announced that it was in talks to rent retail space for its Game variety store inside a
Nairobi shopping center which is due to open in 2014. This can be seen as a sign that Kenya, and
especially Nairobi, is appearing on the radar screen of foreign retail companies. Further investments
can be expected – albeit just on a small scale at this point in time and largely with a view to getting
an early foothold in a city which is expected to develop into a strategic market in the long term.
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Nakumatt continues to be the market leader in Kenya despite operating a total of just around 30 stores in this still highly
fragmented market. Outlet in Nairobi.

Source: Planet Retail – www.planetretail.net

City data Nairobi
Core urban population, millions

3.3

Core urban area, km²

696

Core urban inhabitants/km²
Metropolitan population, millions
Metropolitan area, km²
Metropolitan inhabitants/km²
Metro retail sales (USD mn)
Share of national retail sales (%)
Kenya retail sales/capita (USD)
Nairobi retail sales/capita (USD)
Source: Planet Retail – www.planetretail.net
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2012

4,741
5.3
32,000
166
9,023
40.2
532
1,702

Yekaterinburg
Yekaterinburg, known during the Communist era
as Sverdlovsk, is Russia’s fourth-largest city and the
commercial hub of the Urals region. It is something of
a gateway between the European and Asian parts of
Russia. Due to Soviet-era investment, Yekaterinburg has
become a major center of learning and research, with a
particular focus on science and engineering. There are
16 state-owned universities and educational centers in
Yekaterinburg as well as many other private institutions.
As such, the city has a large number of highly educated
and skilled individuals. Not surprisingly, it has many
museums (30 at last count), libraries, theaters and other
cultural institutions and is a cultural hub for the Urals
region. Moreover, the educated population is relatively
well off, thereby providing a sizable market of people
with significant discretionary income.
There are roughly 1.4 million people in Yekaterinburg,
a number that has barely changed in the last 20 years.
This is not unexpected given that the population of
Russia itself has been declining.
Yekaterinburg is a major center of manufacturing of
machinery and metals and an important transportation
hub, with a major railway junction on the Trans-Siberian
Railway. This could prove beneficial in the future as
more investment takes place to recover minerals in the
vastness of Siberia.

As a major center of learning
and research, Yekaterinburg
has a large number of
highly educated and skilled
individuals with significant
discretionary income.

Yekaterinburg’s retail sector is strongly
dominated by domestic chains as Auchan and
Metro Group are the only Western grocers
with small operations in the city.
Located 2,000 kilometers to the east of Moscow, Yekaterinburg
– as one of Russia’s 13 cities with over 1 million inhabitants – has
recently become the most important hub in the Urals for retailers
and the financial sector. New job opportunities in the rising urban
center continue to attract numerous people from the regions, driving
accelerated retail sales growth.
As Yekaterinburg is a relatively young city, with large residential
areas around the 18th century city center not set up until the last few
decades, the traditional grocery retail sector only plays a comparatively
small role – given that new housing areas have been equipped with
modern grocery outlets from the beginning. However, to support local
producers, the authorities have also invested in the construction of
sheltered open neighborhood markets.
The modern grocery retail sector is dominated by several local chains
such as Kirovskyi, Monetka, Kupetz and Stomak, as well as leading
Russian retailers X5 Retail Group and Magnit. Foreign grocers are
represented through two Auchan hypermarkets and one Metro Cash
& Carry outlet. The largest hypermarket operator in Yekaterinburg is
X5’s Karusel (three stores), followed by Auchan (one Auchan and one
Auchan City).
Defending its place among the largest grocers in the city, Kirovskyi
operates price-oriented supermarkets in the city center as well as in
residential areas. Meanwhile, X5 Retail Group as well as Magnit have
introduced their multi-format store portfolios comprising neighborhood
stores, supermarkets and hypermarkets.
Magnit already operates a network of over 350 stores in the Urals as
well as a distribution center in Chelyabinsk. Its price-oriented format,
a well-developed private label range and its growing buying power
give the retailer strong advantages over most local players, not least in
Yekaterinburg. Looking ahead, Magnit is going to primarily focus on
the expansion of its supermarket and neighborhood store core formats.
In addition, the retailer may expand its network of Magnit Kosmetic
drugstores within Yekaterinburg, hand in hand with the hypermarket
operation. Thanks to its dynamic pace of expansion amid a fastgrowing retail sector, Magnit may soon become the most important
retailer in a city that will also become increasingly attractive for foreign
investors in the years ahead.
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Retailing in Yekaterinburg is largely in the hands of domestic players. Pyaterochka discounting supermarket of Russian
market leader X5 Retail Group next to local operator Kupetz.

Source: Planet Retail – www.planetretail.net
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City data Yekaterinburg
Core urban population, millions
Core urban area, km²
Core urban inhabitants/km²
Metropolitan population, millions

2012
1.4
491
2,749
2.0

Metropolitan area, km²

1,143

Metropolitan inhabitants/km²

1,767

Metro retail sales (USD mn)

9,279

Share of national retail sales (%)

1.6

Russia retail sales/capita (USD)

4,176

Yekaterinburg retail sales/capita (USD)

4,594

Source: Planet Retail – www.planetretail.net
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