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Cheap online shopping may end as
govt looks to check deep discounts

Tinves News NeEtwork

New Delhi: Consumers fis-
hing online for juicy deals may
be in for a shock, as the govern-
ment is mulling tightening the
noose around “deep discoun-
ting”, a practice to lower prices
on ecommerce platforms like
Amazon and Flipkart.

The draft ecommenrce poli-
cy, shared with stakeholders on
Monday for consultations, has
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POLICY PRESCRIPTION

» New law for sector,
with regulator proposed
» Local storage of

data mandated

> 49% FDI proposed

for sites selling only
Made-in-India goods

» System for consumer
protection, grievance
redressal planned

proposed that such pricing po-
licy be stopped from a specified
date io regulate the sector. The
policy, the first of its Kind for
the booming segment, has pro-

posed legislation that will also
cover food delivery sites such
as Swigey and Zomato, online
service ageregators lke Ur-
banClapaswell asplatforms of-

fering financial and payment
products such as Paytm and Po-
licybazaar:
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Draft policy proposes
regulator for e-comm

he plan is to include
[ multiple aspects in the
legislation — firom con-

sumer protection and griev-
ance redressal to ownership,
FDI, local storage of data,
protecting micro, small and
medium enterprises and
mergers and acguisitions.
The draft, which will under-
g0 a revision before public
consultations, has also sug-
gested appointing a regula-
tor for the sector: The Indian
ecommerce market is esti-
mated to be worth around$25
billion and is projected to
touch $200 billion in a decade.
The intense activity in the
sector has prompted global
investors such as Softbank,
Walmart, Alibaba, Tige
Global and Tencent to invest
inIndian e-commerce outflts,
driving up valuations.

The grievance redressal
mechanism will also regu-
late companies that have
their own ecommerce plat-
forms.

A special policy is also en-
visaged for companies setup
by Indians and selling 100%

made-in-India goods. Unlike
the current regime where e-
commerce is done through a
“marketplace” or a platform
where others sell, the new
dispensation will allow an
“inventory-based” model
where the companies will be
directly selling to consumers
withupto49% FDI allowed in
this segment.

A keyelement of thedraft
policy that will affect con-
sumers is the plan to check
discounts, something that of-
fline retail lobbies have been

A $25BN MKT

pitching for. While the e-com-
mence companies officially
say that sellers offer dis-
counts and not the online
marketplaces, executives ac-
knowledged that there was
an element of discounts,
which resulted in the mas-
sive cash infusion to susiain
the operations.

“This will definitely im-
pact our business, as the ba-
sic tenets of ecommerce
business — such as not
spending on physical infras-
tructure —enables us to pass
on thecost savings to our con-

sumers in the form of dis-
counits,” sald an executive at
one of the largest e-com-
merce companies.

To tighten loopholes
around sellers and brands,
thedraft policy hassuggested
that discount curbs will not
belimitad only to the market-
place, such as Amazon and
Flipkart, but would extend to
group companies. The gov-
ernment suspects that many
of the sellers on these plat-
forms have indirect share-
holding from the market-
place operators. Further, the
degp discounts would in-
clude checks on differential
pricing, which will restrict
brands from offering two sets
of prices for the same prod-
uctsold offline and online.

While the rules are meant
t0 regulate the umregulated
business, implementation is
seen to be difficult and many
believe that the move would
impact consumers, who have
thronged e-commerce plat-
forms hunting for deep dis-
counts on evervihing rang-
ing from books and mobile
phones to T-shirts, TV sets
and airconditioners.



