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Introduction

The Quiet Revolution in Indian Retail

India’s retail landscape is quietly undergoing its most profound shift
since the arrival of modern trade. In FY25, the country’s e-commerce
market stood at approximately $70 billion - a figure that, while
impressive, represents just 7% of the total $978 billion retail market.
According to ICICI Securities, this share is projected to more than
double to 13% by FY30, corresponding to an absolute market size of
$174-214 billion. Simultaneously, the share of unorganised retail - still
the backbone of Indian shopping - is expected to shrink from 79% to
66%. But these headline numbers only scratch the surface.

The real story lies in the demographic tailwinds: a young, aspirational
population, deepening digital infrastructure, and a consumption
pattern that is leapfrogging traditional retail hierarchies. To
understand where this market is headed, we must unpack not just the
macro figures, but the micro-drivers - from category-specific
penetration rates to the rise of value-commerce and quick commerce.
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The Current Landscape: Beyond the
$70 Billion Figure

India’s e-commerce market is far from homogeneous. A breakdown by
Gross Merchandise Value (GMV) reveals a market that is still heavily
skewed toward high-ticket electronics:

 Smartphones alone account for 30-40% of total GMV - the single
largest category.

e Appliances and Electronics add another 20-30%.

e Fashion contributes 15-20%, driven by both branded and
unbranded segments.

* General Merchandise and Grocery (including quick commerce)
together make up 10-15%, but this segment is growing the fastest.

» Travel Bookings (online ticketing, hotels) account for 8-12%.

What stands out is the low penetration in household appliances. For
example, washing machine penetration remains below 20%; air
conditioners are even lower. This indicates a massive headroom for

growth, especially as e-commerce platforms target replacement and
upgrade cycles in tier-2 and tier-3 cities.

The Digital Foundation

India’s internet subscriber base has crossed 970 million, with roughly
500 million having made an online purchase at least once (often
labelled "online shoppers"). The average data cost per GB has dropped
to among the cheapest in the world (¥ $0.09/GB), sustaining a surge in
video-first shopping experiences. Between FY20 and FY25, the sector

grew at a ~20% CAGR,; ICICI Securities expects a 20-25% CAGR over the
next five years.
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Drivers of Growth: More Than Just
Internet Penetration

While the availability of affordable smartphones and data is the
foundation, several other forces are accelerating adoption:

The Rise of Non-Metro Demand

In FY26, more than 60% of new e-commerce demand is expected to
originate from rural areas and tier-1l/1V cities. This is a reversal of the
historical pattern where metros dominated. Why? Because logistics
networks have expanded dramatically, and platforms are now offering
vernacular interfaces and regional language support. Meesho’s
success (200 million MAUS) is a testament to the power of serving low-
ticket, high-volume demand in smaller towns.

Quick Commerce: The Grocery Game-Changer

Quick commerce platforms — Blink it, Zepto, Swiggy Instamart - have
redefined expectations for grocery and daily essentials. While
traditional e-grocery was hampered by long delivery windows, quick
commerce now delivers in 10-20 minutes in major cities. The segment
is expected to reach $10-15 billion in GMV by FY30, up from roughly
$2-3 billion in FY25.

This is particularly important because grocery is the largest retail
category overall (approximately $700 billion in total retail), but its
online penetration remains under 5%. As quick commerce matures
and spreads to smaller cities, it could unlock hundreds of billions in
incremental value.
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Fintech and Payments Integration

UPI now powers over 75% of all digital retail transactions in India.
Platforms like PhonePe (owned by Flipkart/Walmart) and Google Pay
have turned payments into a seamless, zero-friction layer. Additionally,
the rise of Buy Now, Pay Later (BNPL) and card-on-delivery options is
expanding the addressable customer base to those without credit
cards.

Advertising Monetisation

E-commerce platforms are becoming advertising powerhouses. In
2025, advertising contributed 1-3.5% of GMV for major players - a
figure that is rising as brands compete for visibility in product search
results. Blended take rates (commission + advertising) currently hover
around 20-23%, and improving ad-tech could push this higher without
alienating sellers.
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Competitive Dynamics: Flipkart,
Amazon, and the Long Tail

Flipkart: The Leader with a Network Moat

Flipkart holds a commanding 50-60% share of GMV, with 220-240
million MAUSs. Its strength lies in three pillars:

» Logistics (Ekart): With 90% of deliveries handled in-house, Flipkart
controls the last-mile experience, reducing costs and improving
reliability. Ekart also services third-party sellers, creating an
additional revenue stream.

e PhonePe: The payments app is deeply integrated, enabling
cashback offers, UPI, and insurance cross-sell. This creates a
captive user ecosystem.

e Seller Network: Over 450,000 sellers are on the platform - the
largest in India.

In recent months, Flipkart added 8.5 million Weekly Active Users
(WAUs), compared to Amazon’s 6.6 million. Its year-to-date WAU gain
(26.8 million) surpasses any other platform. Rather than chasing new
customer acquisition at any cost, Flipkart is now focusing on cross-
category upselling — encouraging a phone buyer to also purchase
earphones, cases, and extended warranty.
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Amazon India: The Relentless Second Player

Amazon holds a 25-30% GMV share with roughly 150 million MAUs. It
leads in premium categories (books, luxury, Amazon Basics) and has
invested heavily in Amazon Fresh for grocery and Amazon Pay for UPI.
However, it faces structural challenges: higher logistics costs (less in-
house penetration than Ekart) and a smaller seller base. Amazon is also
pivoting toward advertising and cloud services (AWS integration for
sellers) to improve margins.

Meesho: The Value-Commerce Disruptor

Meesho’s ~10% GMV share and 200 million MAUs are remarkable given
its focus on tier-3 cities and below. Its average order value (AOV) is
significantly lower (* $8-10 vs Flipkart’s $25-30), which keeps unit
economics thin. Profitability remains elusive — Meesho reported a loss
of ~$280 million in FY24. However, its ability to onboard small sellers
and leverage social sharing has created a genuinely differentiated
model. The key question is whether it can scale AOV without losing its
low-price appeal.

The Quick-Commerce Trio: Blinkit, Zepto, Swiggy
Instamart

Though not yet large in terms of overall GMV, these platforms are
reshaping consumer expectations. Blinkit (owned by Zomato) leads
with a 40-45% share of quick-commerce GMV, followed by Zepto (30—
35%) and Swiggy Instamart (20-25%). All three are now expanding
beyond metros: Zepto recently entered 10 new cities, and Blinkit is
targeting 100 cities by 2027. Their impact on traditional kirana stores is

still debated, but they have undeniably accelerated the shift to online
grocery.
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Logistics: The Unsung Hero of
E-Commerce Growth

India’s logistics infrastructure has leapfrogged from a fragmented,
unorganised sector to one with national-level express networks. Key

developments:

e Ekart delivers to 20,000+ pin codes, covering 90% of India’s urban
and semi-urban areas.

e Delhivery, the largest third-party logistics player, processed over 2
billion shipments in FY25 and offers warehousing, freight, and

cross-border services.

e Shiprocket is enabling small sellers to access affordable shipping
with consolidated rates.

The government’s National Logistics Policy (2022) and the PM
GatiShakti plan are expected to reduce logistics costs from 13-14% of
GDP to 8-9% by 2030, directly benefiting e-commerce margins.
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Risks and Challenges: The Other Side
of the Boom

No growth story is without risks. Key challenges that could moderate
the trajectory:

e Regulatory Uncertainty: The Indian government has proposed
tighter rules on flash sales, deep discounts, and inventory
ownership by marketplaces. A draconian policy framework could
stifle innovation and push costs higher.

» Profitability Struggles: Most e-commerce players still operate at
thin margins or losses due to high customer acquisition costs. The
path to sustainable profitability requires either higher take rates or
better cost control — neither is guaranteed.

e Infrastructure Bottlenecks: In tier-3 cities, last-mile delivery
remains expensive due to poor road connectivity and lack of
address standardisation. Dark stores for quick commerce require
significant capital.

e Consumer Trust and Returns: Return rates in fashion and
electronics can reach 20-35%, eroding seller margins. Fraud and
counterfeit goods remain persistent issues.
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The Road Ahead: What Will India’s
E-Commerce Look Like in 2030?

By FY30, ICICI Securities projects $174-214 billion in e-commerce
GMV, with the sector contributing 13% of total retail. But qualitative
changes will be equally important:

e Quick Commerce Will Go Mainstream: Expect 30-minute delivery
for a wider range of categories - not just groceries but also
electronics, fashion, and health products.

o Artificial Intelligence Will Personalise Shopping: Platforms are
investing heavily in Al-powered recommendations, voice search,
and visual search. This could increase conversion rates by 20-30%

e Social Commerce Will Grow: WhatsApp-based shopping, live-
streaming e-commerce, and video-first platforms (Meesho, Moj)
are already gaining traction. By 2030, social commerce could
represent 10-15% of online GMV.

o Sustainability Will Become a Differentiator: Consumer awareness
around packaging waste and carbon footprint is rising. Early
movers like Flipkart (with its “SmartHub” sustainable packaging)
may gain brand loyalty.
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Conclusion: A Once-in-a-Generation
Opportunity

India’s e-commerce boom is not a linear trend - it is a multi-
dimensional shift that encompasses changes in consumer behaviour,
rural-urban convergence, digital payments, logistics innovation, and
platform economics. The data points from ICICI Securities provide a
robust base, but the real opportunity lies in the under-penetrated sub-
categories (grocery, appliances, fashion), the value-commerce
revolution (Meesho, Shopsy), and the infrastructure build-out that
underpins it all.

For investors and entrepreneurs, the message is clear: India is still in
the early innings of a digital retail transformation. The companies that
successfully navigate the complexities of logistics, regulation, and
local preferences will be the ones that define the next decade of
Indian consumption.
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