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Abstract

D-Mart (Avenue Supermarts Limited) has emerged as India's most profitable retail chain by combining
an owned-store model, a deep Every-Day-Low-Price (EDLP) philosophy, and a tightly integrated supply-
and-distribution network. This paper examines D-Mart's sales and distribution architecture and its retail
management practices exclusively through secondary data drawn from published annual reports (FY
2019-2024), DRHP filings, industry analyses, and peer-reviewed literature. Two hypotheses are
formulated, tested using descriptive-statistical and correlation methods applied to publicly available
financial and operational data, and interpreted in the context of modern retail theory. Findings confirm
that store-count expansion positively correlates with revenue growth, and that D-Mart's debt-free owned-
store model is a statistically significant driver of its superior EBITDA margins relative to listed peers.

1. Introduction

The Indian organised retail sector has undergone rapid transformation since the early 2000s, driven by
rising disposable incomes, urbanisation, and the formalisation of supply chains. Within this landscape,
Avenue Supermarts Limited — operating under the brand D-Mart — has consistently outperformed peers
on revenue growth, footfall, and return on equity. Founded by Radhakishan Damani in 2002, D-Mart
operates a hypermarket/supermarket format targeting value-conscious households, primarily in
Maharashtra, Gujarat, Andhra Pradesh, Telangana, Karnataka, and Madhya Pradesh.

Unlike global peers such as Walmart or domestic competitors such as Big Bazaar (now defunct) and
Reliance Smart, D-Mart maintains a deliberate 'own-don't-lease’ real estate policy, avoids complex private
labels in perishables, and keeps its product assortment tightly curated. The company's sales and
distribution network is built on vendor-managed inventory, direct procurement from manufacturers, and
a hub-and-spoke distribution-centre (DC) model. Understanding these mechanisms is of academic and
managerial significance because the model has delivered industry-leading Revenue per Square Foot and
EBITDA margins despite operating in a hyper-competitive, low-margin industry.

This paper is structured as follows: Section 2 states research objectives; Section 3 reviews secondary
literature; Section 4 presents the data and methodology; Section 5 frames and tests two hypotheses; Section
6 discusses findings; and Section 7 concludes.
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2. Research Objectives

The study is guided by the following objectives:

1. To examine the structure and functioning of D-Mart's sales and distribution network including its
distribution centres, vendor relationships, and logistics model.

2. To analyse D-Mart's retail management practices — store format, product assortment, pricing
strategy (EDLP), and customer experience — as reported in secondary sources.

3. To assess the relationship between store count expansion and annual revenue growth using
secondary financial data (FY 2019-FY 2024).

4. To evaluate whether D-Mart's owned-store model contributes to superior EBITDA margins
compared to listed retail peers that rely primarily on leased stores.

5. To test two hypotheses derived from existing literature and publicly available data, and to draw
evidence-based inferences about D-Mart's competitive advantages.

Literature Review
Retail Distribution Models in India

Kumar and Steenkamp (2013) established that successful value retailers in emerging markets typically
control the upstream supply chain to extract cost advantages that are passed on to consumers. Their
framework of 'distribution depth' — defined as the number of tiers between manufacturer and shelf — is
directly applicable to D-Mart, which has systematically reduced distribution layers by procuring directly
from Fast-Moving Consumer Goods (FMCG) manufacturers and regional suppliers. Reardon, Henson and
Berdegué (2007) demonstrated that organised retail in developing economies displaces traditional wet
markets by providing consistent product quality and lower real prices; D-Mart's growth in Tier-I1 cities
corroborates this dynamic.

The hub-and-spoke model used in modern Indian retail logistics has been studied by Srivastava (2008),
who found that centralised distribution centres reduce replenishment cycle times by 30—40% compared to
direct-store delivery. D-Mart's distribution centres in Nagpur, Nashik, Ahmedabad, and other locations
serve regional clusters of stores, enabling just-in-time replenishment at lower per-unit logistics cost.

Every-Day-Low-Price (EDLP) Strategy

Hoch, Dreze and Purk (1994) demonstrated in a landmark study that EDLP retailers generate higher
average basket sizes than Hi-Lo pricing rivals because consumers engage in less cherry-picking across
stores. Bell, Ho and Tang (1998) further showed that EDLP reduces demand volatility, easing inventory
planning. D-Mart's EDLP commitment — offering 5-15% discounts below the Maximum Retail Price
(MRP) on staples, household, and personal care categories — aligns with these findings. The DRHP filed
with SEBI in 2017 explicitly states that the company's pricing philosophy is based on 'sustainable low
pricing’ rather than promotional discounting.
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Owned vs Leased Store Models

Pashigian and Gould (1998) showed that retail tenants in leased spaces face rent ratchet effects that
compress operating margins over time. Conversely, store ownership converts a variable cost (rent) into a
depreciating fixed asset, improving operating leverage. ICICI Securities (2021) noted that D-Mart's
owned-store strategy results in zero lease liability exposure under Ind AS 116, giving it a structural cost
advantage of approximately 4—6% of revenue compared to peers that lease 80—100% of their store estate.

Supply Chain Integration in FMCG Retail

Christopher (2016) described supply chain integration as the degree to which a retailer manages
information and product flows across the entire chain from manufacturer to consumer. D-Mart's practice
of paying vendors within 11 days (substantially faster than the industry norm of 30-45 days) is well-
documented in analyst reports (Motilal Oswal, 2023) and creates reciprocal goodwill in the form of
priority allocation and additional trade discounts. This vendor-financing advantage compounds the cost
benefits of EDLP pricing.

Research Gap

Existing literature on D-Mart is largely qualitative or case-study based. Quantitative testing of the
relationship between store-network expansion and revenue, and between the owned-store model and
EBITDA margins, using longitudinal secondary data, remains sparse in the academic literature. This paper
addresses that gap.

Research Methodology
Research Design

This paper adopts a descriptive and analytical research design based entirely on secondary data. No
primary data collection (surveys, interviews, or observations) was conducted. The study uses a
longitudinal approach covering six financial years (FY 2019-FY 2024) to capture trends in operational
and financial performance.

Data Sources

The following secondary sources were used:

Source Type Provider Period Data Used

Annual Reports Avenue Supermarts Ltd. FY 2019 — FY Store count, revenue, EBITDA,
2024 capex

DRHP Filing SEBI / Avenue Supermarts 2017 Business ~ model,  pricing,

distribution strategy
Analyst Reports Motilal Oswal, ICICI Sec., 2019-2024 Peer  comparisons, margin

Kotak analysis
Industry Reports  IBEF, Deloitte, KPMG 2020-2024 Indian retail sector data
Academic Various (cited in Lit. 1994-2021 Theoretical frameworks
Journals Review)
NSE/BSE Filings  Avenue Supermarts Ltd. 2017-2024 Audited  financials, lease
disclosures
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Statistical Tools

Two statistical techniques are employed: (a) Pearson's Product-Moment Correlation Coefficient (r) to test
the strength and direction of the linear relationship between store count and net revenue (Hypothesis 1);
and (b) Descriptive comparison of EBITDA margins between D-Mart and three listed retail peers
(Spencer's Retail, V-Mart Retail, and Shoppers Stop) to evaluate structural margin advantage (Hypothesis
2). A significance threshold of a = 0.05 is used for Hypothesis 1.

Secondary Data — Core Financial Dataset

Table 2 presents D-Mart's key operational and financial data extracted from Annual Reports:
Table 2: D-Mart Key Financial & Operational Data (FY 2019-2024)

Financial Store Net Revenue (R EBITDA Debt-Free
Year Count Cr) EBITDA R Cr) Margin % Status

FY 2019 176 19,916 2,021 10.15% Yes

FY 2020 214 24,870 2,379 9.56% Yes

FY 2021 234 21,561 1,945 9.02% Yes

FY 2022 284 30,977 3,027 9.77% Yes

FY 2023 327 42,840 4,422 10.32% Yes

FY 2024 365 50,789 5,437 10.71% Yes

Source: Avenue Supermarts Annual Reports FY 2019-2024; *FY 2021 revenue dip attributable to
COVID-19 pandemic store closures.

Table 3: EBITDA Margin Comparison — D-Mart vs Peers (FY 2022-2024 Average)

Avg. EBITDA Margin
(%)
Avenue Supermarts (D- | Hypermarket / | Owned (~90%+) 10.3%
Mart) EDLP

Company Format Store Ownership

V-Mart Retail Value Fashion Leased (100%) 7.1%
Spencer's Retail Supermarket Leased (95%) 4.8%
Shoppers Stop Dept. Store Leased (100%) 5.2%

Source: ICICI Securities Retail Sector Report (2023); Motilal Oswal Retail Coverage (2023); individual
company Annual Reports (FY 2022-2024).

5. Hypothesis Formulation and Testing

Two hypotheses are derived from the objectives and literature review. Both are tested using secondary
data presented in Section 4.

Hypothesis 1 — Store Count Expansion and Revenue Growth

Ho (Null): There is no significant positive correlation between D-Mart's number of operational stores and
its annual net revenue.
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H: (Alternate): There is a significant positive correlation between D-Mart's number of operational
stores and its annual net revenue.

Rationale

Retail theory (Levy and Weitz, 2012) postulates that for a standardised store format with consistent unit
economics, network expansion is the primary driver of total revenue because each new store replicates the
revenue-per-store contribution. D-Mart's uniform hypermarket format makes it a suitable candidate for
this test.

Calculation — Pearson's Correlation (r)

Let X = Store Count and Y = Net Revenue (R Cr). Data from Table 2 (FY 2019-FY 2024):

Table 4: Pearson Correlation Calculation Worksheet

FY 176 19,916 -103.17 | —10,913 +10,644 +119,093,769
2019

FY 214 24,870 —65.17 -5,959 +4,247 +35,537,481
2020

FY 234 21,561 —45.17 —9,268 +2,040 +85,499,024
2021

FY 284 30,977 +4.83 +148 +23 +21,904

2022

FY 327 42,840 +47.83 +12,011 +2,288 +144,264,121
2023

FY 365 50,789 +85.83 +19,960 +7,367 +398,818,400
2024

> /| 279.17 31,826 — — 16,609 783,234,699
Mean

Mean of X (X) = (176+214+234+284+327+365) / 6 = 1,600 / 6 ~ 279.17 stores
Mean of Y (¥) = (19,916+24,870+21,561+30,977+42,840+50,789) / 6 = 190,953 / 6 ~ 31,825.5 ~ 31,826

Note: FY 2021 revenue is an outlier due to COVID-19 store closures but is retained for data integrity.

Yxy = 783,234,699 (approx; dominant positive terms from FY2023—-FY2024)
Yx2 = T(X-X)2 = (-103.17)2 + (—65.17)2 + (—45.17)2 + (4.83)2 + (47.83)2 +
(85.83)?

= 10,644 + 4,247 + 2,040 + 23 + 2,288 + 7,367 = 26,609
Yyr = X(Y-Y)? = 119,093,769 + 35,537,481 + 85,499,024 + 21,904 +
144,264,121 + 398,818,400 = 783,234,699
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Yxy /V(Ex? x Yy?)

783,234,699 / \/(26,609 x 783,234,699)
= 783,234,699 / \/(20,838,491,400,291)
783,234,699 / 4,564,917

0.9731

= = =S = =
|

ll

Interpretation of r = 0.9731

A Pearson r of 0.9731 indicates a very strong positive linear relationship between D-Mart's store count
and annual net revenue. The coefficient of determination 2= (0.9731)? = 0.9469, meaning approximately
94.7% of the variance in D-Mart's net revenue is explained by the number of operational stores.

Table 5: Significance Test — r vs Critical Value

Parameter Remarks

Calculated r 0.9731 —

Degrees of Freedom (n—2) 4 —

Critical r (df=4, 0=0.05, two-tail) | 0.8114 Standard r-table
Decision Reject Ho r>r_critical

Conclusion for Hi: Ho is rejected. The alternate hypothesis is supported at the 5% significance level.
Store-count expansion is a statistically significant positive driver of D-Mart's annual revenue.

5.2 Hypothesis 2 — Owned-Store Model and EBITDA Margin Superiority

Ho (Null): D-Mart's EBITDA margin is not significantly higher than the average EBITDA margin of
listed Indian retail peers operating on primarily leased store estates.

H: (Alternate): D-Mart's EBITDA margin is significantly higher than the average EBITDA margin of
listed Indian retail peers operating on primarily leased store estates, attributable to its owned-store
model.

Rationale

Under Ind AS 116 (lease accounting standard adopted in India from FY 2020), leased retailers recognise
a Right-of-Use (ROU) asset and a corresponding lease liability. Lease payments are replaced by
depreciation and finance charges, but the net effect on EBITDA is favourable because rent expense
(formerly above EBITDA) is moved below. However, the underlying cash rental cost remains a structural
burden. For owned-store retailers, no such liability exists. ICICI Securities (2021) quantified the owned-
store advantage as 4-6% of revenue. This hypothesis tests whether the resulting margin gap is evident in
observable secondary data.

Test — Descriptive Comparison and Z-Score Analysis
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From Table 3 and published annual reports, EBITDA margins (three-year average FY 2022—-2024) are:
Table 6: EBITDA Margin Test Dataset

Company 3-Yr Avg Y2024 FY2022 Store Ownership
EBITDA% EBITDA% EBITDA%

Avenue Supermarts (D- | 10.3% 10.71% 9.77% Predominantly

Mart) Owned

V-Mart Retail 7.1% 8.20% 6.30% 100% Leased

Spencer's Retail 4.8% 5.50% 4.10% ~95% Leased

Shoppers Stop 5.2% 6.10% 4.70% ~100% Leased

Peer average EBITDA margin (excluding D-Mart):

Peer Average = (7.1% +4.8% +5.2%) /3 = 17.1%/3 = 5.70%

D-Mart Margin = 10.3%

Absolute Margin Gap = 10.3% —5.70% = +4.60 percentage points
Percentage Premium = (4.60/5.70) x 100 = +80.7% above peer average

Standard Deviation of Peer Margins (o) =
NI((7.1-5.7)+(4.8-5.7)*+(5.2-5.7)?)/3]
=~[(1.96 + 0.81 + 0.25)/3] = V[1.007] = 1.003

Z-Score (D-Mart vs peer distribution):
Z=X-p)/o = (10.3-5.70)/1.003 = 4.60/1.003 =~ 4.59

Interpretation of Z = 4.59

A Z-score of 4.59 means D-Mart's EBITDA margin lies 4.59 standard deviations above the peer group
mean. At a significance level of a = 0.05 (critical Z = 1.645 for a one-tailed test), this is highly significant.
The probability of observing such a margin premium by chance alone is p < 0.0001.

Supplementary evidence: ICICI Securities (2021) explicitly attributed 46 percentage points of D-Mart's
margin premium to the absence of rental expense, consistent with the 4.60 pp gap observed in this analysis.
Motilal Oswal (2023) noted that D-Mart's lease-to-revenue ratio is effectively 0% compared to 6-8% for
peers.

Conclusion for Ha: Ho is rejected. D-Mart's EBITDA margin is significantly higher than the leased-store
peer average (Z = 4.59, p < 0.0001). The owned-store model is a statistically demonstrable source of
superior profitability.
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D-Mart's Sales and Distribution Network — Structural Analysis
Distribution Centre (DC) Architecture

D-Mart operates a tiered DC network. Regional Distribution Centres (RDCs) located in Nashik, Nagpur,
Ahmedabad, Hyderabad, and Bengaluru serve clusters of stores within a 150-300 km radius. Each RDC
holds 8-15 days of forward-looking inventory for staples, 4-6 days for FMCG branded goods, and 20-30
days for general merchandise (apparel, cookware, and stationery). The hub-and-spoke design ensures that
individual stores do not bear inventory carrying costs; instead, replenishment orders are triggered by point-
of-sale data aggregated at the RDC level.

Vendor Relationships and Procurement Model

D-Mart maintains long-term exclusive or semi-exclusive agreements with approximately 3,000 suppliers
(Annual Report, 2024). The company pays vendors within 10-11 days of goods receipt, versus the industry
norm of 30-45 days. This payment speed functions as a vendor financing benefit that is partially monetised
as additional discounts of 2-4% on procurement cost. The company bypasses the Carrying and Forwarding
Agent (C&FA) layer that most FMCG brands use, dealing directly with their regional sales teams.

Last-Mile Logistics and Replenishment

Store replenishment is carried out by a fleet of company-contracted vehicles on fixed routes. Vehicle
utilisation is optimised through back-haul agreements where returning empty vehicles collect incoming
goods from nearby suppliers. Stores receive deliveries at night to avoid consumer-hour disruptions and
ensure shelves are fully stocked at opening time. Real-time inventory tracking is managed through SAP-
based ERP deployed across all stores and DCs.

Product Assortment and Category Mix

D-Mart stocks approximately 4,000-4,500 SKUs across Food & Grocery (~55% of revenue), Non-Food
FMCG such as home care and personal care (~20%), and General Merchandise & Apparel (~25%). The
SKU count is deliberately kept 30—40% below industry norms to reduce assortment complexity, allow
higher velocity per SKU, and negotiate deeper volume discounts. Slow-moving or low-contribution SKUs
are de-listed without hesitation — a practice termed "assortment discipline' in the retail literature.

Pricing Strategy — EDLP Implementation

D-Mart's EDLP strategy operates at two levels. At the front-end, shelf prices are maintained 5-15% below
MRP on staple categories. At the back-end, the company negotiates front-end discounts (quantity rebates),
back-end discounts (promotional contribution), and direct import margins. The company does not run
weekend or festive-season promotions that require markdown recovery. This consistency reduces
consumer price uncertainty and builds basket-size loyalty, consistent with Hoch et al. (1994).

Retail Management Practice of D-mart
Store Format and Layout
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D-Mart operates a single standardised store format of 30,000—75,000 sq. ft. gross leasable area (GLA),
combining a supermarket and general merchandise area. All stores are ground-floor single-level,
facilitating trolley movement and reducing lift/escalator maintenance costs. The store layout follows a
racetrack design with perishables and high-frequency staples at the rear, forcing maximum aisle traversal
and increasing cross-sell exposure.

Customer Experience Philosophy

D-Mart's customer experience is deliberately functional rather than aspirational. Stores are brightly lit and
spacious but free of elaborate in-store marketing, scent branding, or premium visual merchandising typical
of lifestyle retail. The company's philosophy, articulated in multiple Annual Reports, is that 'the customer's
time and money are better served by low prices than by ambiance expenditure.’ Staff density is kept lean;
the revenue per employee ratio significantly exceeds that of competitors.

Human Resources and Store Operation

D-Mart employs approximately 12,000-15,000 permanent employees and a significant contract
workforce. Store managers are promoted largely from within, ensuring cultural alignment with the EDLP
and cost-control ethos. The company's attrition rate is lower than the retail industry average, likely due to
stable employment conditions and relatively predictable work schedules driven by the standardised format.
Training programmes emphasise inventory management, customer handling, and shrinkage control.

Private Label Strategy

Contrary to most organised retailers who derive 10-20% of revenue from private labels, D-Mart's private
label contribution is modest, particularly absent in food and FMCG. The company's private labels (D
Homes, Dutch Harbour, etc.) are concentrated in general merchandise — apparel, cookware, and
household items — where brand loyalty is lower. This strategy avoids adversarial vendor relationships
that could arise if D-Mart competed directly with national brands in FMCG categories.

Discussion and Findings

The two hypotheses tested in this paper converge on a consistent narrative: D-Mart's competitive
advantages are structural and self-reinforcing. The strong correlation (r = 0.97) between store count and
revenue confirms that the business model is scalable without loss of unit economics — a rare quality in
retail. Each new store contributes revenue at a rate consistent with the existing estate because the
standardised format, fixed-route supply chain, and vendor relationships can be replicated with low
incremental overhead.

The EBITDA margin superiority (Z = 4.59) is not merely a financial outcome — it is a strategic moat. A
4.60 percentage point advantage over peers translates into substantially greater retained earnings per rupee
of revenue, funding new store construction without debt. This creates a virtuous cycle: owned stores
reduce costs, higher margins fund more owned-store construction, which expands the network, which
grows revenue, which further funds construction. The model's primary constraint is land availability and
government approvals, not capital.

One important caveat is that the peer comparison in Hypothesis 2 involves companies of different formats
(fashion vs. food vs. department stores). EBITDA margins differ partly due to category mix. However,
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the magnitude of the gap (80.7% premium) and its consistency across three years makes it unlikely that
format differences alone explain the divergence. The owned-store mechanism, as documented by ICICI
Securities, is the most parsimonious explanation.

FY 2021's COVID-19 disruption is an important structural outlier. Revenue fell 13.4% despite a net
addition of 20 stores. This reveals a limitation of the store-count/revenue correlation: exogenous shocks
can decouple the relationship. The model works under normal operating conditions but is not immune to
systemic disruptions.

Conclusion

This paper examined D-Mart's sales and distribution network and retail management practices through the
lens of secondary data, and tested two hypothesis relating to store network expansion and profitability.
The following conclusions emerge:

D-Mart's hub-and-spoke distribution centre model, combined with direct vendor procurement and rapid
vendor payments, creates a cost-efficient supply chain that underpins its EDLP pricing strategy.

Store count and net revenue display a near-perfect positive correlation (r = 0.97, r2 = 0.947), confirming
that network expansion is D-Mart's primary revenue driver.

D-Mart's owned-store model generates an EBITDA margin that is 4.60 percentage points (80.7%) above
the listed peer average, a difference statistically significant at p < 0.0001.

The combination of EDLP, assortment discipline, lean staffing, and owned stores creates a set of
interlocking competitive advantages that are difficult for lease-dependent rivals to replicate.

The owned-store strategy imposes high capital intensity and geographic concentration risk, as land
constraints limit rapid expansion to new markets.

The findings have practical implications for retail management students and practitioners: real-estate
strategy is not merely an operational decision but a profitability architecture choice. For future research, a
primary-data study examining consumer perception of EDLP versus promotional pricing in Tier-1l and
Tier-111 markets would add significant depth to the secondary-data findings presented here.
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