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The state of  economy in India appears to be much better than other 
countries in our region. However it is hardly a solace if  we look 
at the fall in exports in September 15. Deloitte in its report on 

the Indian economy is fairly upbeat. Their upbeat remark is based on 
the GDP growth rate having crossed 5 % threshold. Reduction in some 
subsidies and a huge fall in international oil has augured well for us. The 
price war between US Shale oil and the OPEC could not have come at a 
more opportune time. For every one dollar reduction in oil price saves us 
about Rs.40 billion. Its good in the short run for improving our trade balance and the current 
account deficit, but it may also slow down global demand and exports. Too much of  anything 
is bad in the long run. 
Well with that said, the overall business sentiment in the country and in our state is devoid of  
enthusiasm. Everyone in most sectors are waiting for something to happen. The demand is 
sluggish. The World Bank Report states that in the near term, India is relatively well-positioned 
to weather the global volatility. However, in the medium term, it is not immune to a slowdown 
in global demand and heightened volatility. India requires some measure of  foreign capital 
inflows to finance both fiscal and current account deficits and ultimately the investments to 
spur growth. The report adds that China’s slowdown has further deteriorated India’s already 
weak export outlook. Although India may be able to achieve fast GDP growth without export 
growth for a short period, sustaining high rates of  GDP growth over a longer period will 
require a recovery of  export growth.
Three key reforms advocated are, firstly boosting the balance sheets of  the banking sector by 
addressing the underlying challenges in the infrastructure sector, especially power and roads. 
Second, continuing to improve the ease of  doing business and enacting the GST and third, 
enhancing the capacity of  states and local governments to deliver public service as more 
resources are devolved from the centre. That will surely change our way of  life.
According to the Japanese brokerage firm Nomura, India’s improvement in the ease of  doing 
business ranking is a reflection of  the series of  small steps announced by the government. 
India is on the right track, but has a long road ahead. Out of  189 countries ranked by the 
World Bank in its ease of  doing business report, India’s rank has improved to 130 this year. In 
2015, India was originally placed at 142nd position and later the same was revised to 134th place. 
India’s ranking on ‘getting electricity’ and ‘starting a business’ parameter has improved. 
Businesses can now get electricity sooner due to fast internal processing and the removal 
of  redundant inspections. As part of  making the process easier for starting a business, the 
government has eliminated the requirements for a paid-in minimum capital and a certificate to 
commence business operations, significantly streamlining the process of  starting a business. 
The government targets breaking into the top-50 ranking within three years by 2017.
We have discussed the subject of  “e–business” in this issue. The sector in India has grown by 
34% (CAGR) since 2009 to touch 16.4 billion USD in 2014. The sector is expected to be in the 
range of  22 billion USD in 2015. Retail e-commerce sales in India have grown from 2.3 billion 
U.S. dollars in 2012 to an estimated 17.5 billion U.S. dollars, an eight-fold growth. As of  2015, 
the retail e-commerce sales as a percent of  total retail sales in India are set to account for 0.9 
percent of  all retail sales in India, this is further expected to grow to  reach 1.4 percent in 2018.
Some of  the most popular product categories among online shoppers in the region include 
airline tickets and reservations, baby supplies, cosmetics, clothing, accessories and shoes, as 
well as computer hardware and software. According to recent data, the number of  digital 
buyers in India alone is expected to reach 41 million by 2016, representing some 27 percent 
of  the total number of  internet users in the country. In India, some 9 percent of  the country’s 
population had made a purchase via mobile phone within the past month. As per a report by 
research firm eMarkater, “India will overtake the US as the second largest market for smart 
phones in the world by 2016 as smart mobile devices become affordable. India will exceed 200 
million smart phone users, topping the US as the world’s second largest smartphone market 
by 2016 due to increasing penetration of  affordable smart mobile devices in the country. Over 
a quarter of  the global population will use smartphones in 2015 and by 2018 one-third of  
consumers worldwide (2.56 billion people) will do so,” the report noted.
The shape of  things to come is well defined and the path clearly seen. Its upto us to adapt to 
the change and stay in tune with the time and tide
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Draft Housing Policy - VIII

In the past 7 months, we dealt 
with substantial portion of  the 
State’s Draft Housing Policy. 

Most of  it dealt with housing issues 
within the Mumbai metropolitan 
region. That was treated as Part-I 
in the Draft Housing Policy. We 
now come to a small note which is 
barely 3 pages covering Municipal 
corporations out of  MMR and “A” 
class municipal councils in the state. 
The Municipal Corporations out 
of  MMR form a significant part of  
urban Maharashtra since it covers 
Pune, Nasik, Aurangabad, Nagpur 
etc. It was expected that each of  
these cities would have been taken 
up separately and the data available 
regarding the housing demand and 
supply situation would have been 
understood and digested. Only then 
could attempts be made to find 
solutions to the problems faced in 
these rapidly urbanizing centers. 
Instead there appears to be a half  
hearted effort to sum up most of  
the issues with simple one liners. 
Not just this reflects the attitude 
of  those involved in the drafting of  
this part of  the policy, but the clear 
neglect of  the rest of  Maharashtra 
when it comes to providing 
affordable housing becomes very 
obvious. Let us therefore, go 
paragraph by paragraph and find 
out how the draft policy wishes to 
solve the housing problems in the 
remaining part of  the state.

“The shortage of  affordable housing in 

this region needs to be dealt with through 
various schemes as envisaged for the MMR 
region in (Part I) above. The DCRs of  
the ULBs need to be in alignment with the 
objectives of  providing required additional 
affordable housing in this area. This action 
regarding DCRs may be expedited by the 
Urban Development Department. The 
various incentives including FSI need to be 
calibrated as per the situation obtained in 
a particular ULB.” 

The shortage of  affordable housing 
in all other municipal corporations 
will be dealt with through schemes 
envisaged for MMR region. We 
have discussed at length how the 
schemes envisaged for MMR region 
will be grossly inadequate to make 
housing affordable. By extending 
these schemes to other cities we 
may be compounding problems 
rather than solving them. The DCRs 
in different cities have not been 
revised for quite some time now. 
Some recommendations for changes 
in DCRs have been pending with the 
Urban Development Dept. instead 
of  taking the stock of  existing DCRs 
and understanding why they have 
not resulted in creation of  adequate 
affordable housing it is left to the 
wisdom of  urban development dept 
to include incentives including FSI 
in the new DCRs. 

“MHADA’s housing initiatives in this 
area shall be, taking into consideration 
the relevant DCRs of  concerned ULB, 
for redevelopment of  MHADA colonies, 

redevelopment of  cessed buildings, urban 
renewal scheme, slum redevelopment etc. 
as are proposed for MMR. The detailed 
guidelines for the MMR region in respect 
of  the relevant scheme mentioned above 
shall be adapted for this region.”

This recommendation will really 
evoke angry response from the 
residents. While consideration of  
relevant DCRs of  urban local body 
for redevelopment of  MHADA 
colonies, Urban Renewal Scheme, 
Slum Redevelopment Scheme etc 
have been proposed as have been 
recommended in Part I for MMR. 
Funnily redevelopment of  cessed 
buildings has been included as one 
of  the initiatives to be taken by 
MHADA. It is common knowledge 
that cessed buildings exist in the 
island city of  Mumbai. There is no 
repair cess paid nor collected by any 
resident of  Mumbai suburb, MMR 
region, Pune, Nashik, Aurangabad 
or Nagpur. However, the presence 
of  redevelopment of  cessed 
building as a part of  MHADAs 
housing initiatives appears in the 
list of  solutions. This is either 
an unpardonable mistake or a 
typographical error. Either way the 
casual approach of  those drafting 
this report becomes very obvious. 

“The affordable housing through authorities 
like MHADA, CIDCO and MMRDA 
in rest of  the Maharashtra (e.g. PCNTDA, 
NIT) shall first give big push coupled with 
the private initiative as in MMR.” 
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While affordable housing schemes 
through MHADA and CIDCO 
in the rest of  Maharashtra can be 
understood, how can MMRDA play 
a role in the rest of  Maharashtra? 
MMRDA by its charter was 
conceived for and continues to cater 
to the MMR region. Here too there 
is an error which needs to rectified. 
“In this area the rental housing 
requirement / demand shall be catered to 
by MHADA / ULBs on the lines of  the 
approach suggested for MMR. The shelters 
for destitute in this area shall be developed 
by the ULBs with State / GoI funding 
and shall be managed by ULBs. Scheme 
for D-class Municipal Corporations and 
A-Class Municipalities - 
(a) These are non-negotiable principles to 

be followed in SR schemes in rest of  
Maharashtra 

i) Eligibility criteria will be 
01.01.2000 voter list 

ii) Consent – Clause as per MMR 
iii) Town planning for SR on the basis 

of  concept of  ‘Whole City – All 
Slums’ 

iv) Area of  dwelling – for free 
considerations – 269 sq feet. / 25 
Sq. mtr. Carpet 

v) 45% of  net plot minimum for rehab 
(50% suggested) 

vi) 25% of  RR to land owning 
authority. 

vii) The density of  redevelopment project 
should be below 600 per ha. in 
MMR and 400 per ha in other 
ULBs

viii) Lease rights to the dwellers CHS. 

b)  Any ULB can give a scheme of  slum 
rehabilitation with minimum height 
of  rehab building G+4. This scheme 
should be ear marked for rehab and 
sale area clearly. FSI of  2.5 shall be 
available for sale area. This sale area 
may be monetized by the developer. 
ULB may decide to go the developer 

route or may decide to implement the 
scheme itself  with contractors being 
appointed for the rehab area through 
transparent process and auction of  
sale part with 2.5 FSI. If  there is 
a viability gap, viability gap funding 
as permissible under Shelter Fund 
will be provided to this project as per 
relevant Government Resolution, after 
the cross-subsidization by developer 
plus Government of  India’s viability 
gap funding is considered. If  there 
is no gap but there is profit, it will 
go to shelter fund for use on other 
slum redevelopment to the extent of  
requirement for viability as per norms. 
If  land owning authority is public, 
money shall be used for housing only.”

In these sections they have just 
suggested the principles applicable 
in MMR region enlisted in Part I of  
the policy be replicated in the rest 
of  Maharashtra. The only difference 
is that the height of  rehabilitation 
building is treated as ground plus 
four. Here too whether it is the 
maximum height or the minimum 
height is not clear. 2.5 FSI given to 
developers in Mumbai has already 
caused enough damage. Now the 
same is sought to be extended to 
the rest of  the state. It was expected 
the draft policy would go into the 
problems faced by different cities 
and find solution to solve the slum 
issue once and for all. Instead it 
appears that rest of  Maharashtra 
is being led on the same path as 
Mumbai without thinking of  any 
corrective action.

“If  a ULB is of  the opinion that more 
than 269 sq. feet is to be awarded, extra 
will be awarded at cost – till LIG area it 
can be allotted at construction cost but more 
than that must be at RR value. There shall 
be shelter fund at each ULB level.”

If  a ULB wants to increase the min 
area for rehabilitation it is permitted 

to do so, but the slum dweller will 
get the extra area by paying a cost 
equivalent to the construction cost. 
If  the area is more than that which 
is prescribed for the LIG then the 
RR value will have to be paid. Our 
experience tells us that slums in the 
rest of  Maharashtra occupy more 
space than the slums in Mumbai. We 
have seen size of  slums in Nagpur 
which is more than 1000 sq feet 
per family. If  those sought to be 
rehabilitated will be asked to pay the 
RR rate, the scheme will never take 
off. Here too the casual approach of  
those involved in drafting the state 
housing policy is obvious. 

“The development of  satellite townships 
/ townships / industrial townships / IT 
or ITES townships shall be entrusted to 
the care of  CIDCO in this area with 
the DCPRs for the NAINA project 
adapted with suitable modifications and 
Government approval. The rest of  the 
details of  the scheme/ approach in MMR 
shall be similar.”

For development of  satellite 
townships they have cited the CIDCO 
and the NAINA projects. We have 
explained earlier that NAINA is an 
attempt made to encash on the new 
infrastructure due to the proposals 
of  new international airport and 
the Mumbai Trans Harbour Link. 
To say that the same DCPRs can be 
adapted with suitable modifications 
is ridiculous to say the least. 

In the Part III the policy in 6 
paragraphs deals with the housing 
problems in the “B” and “C” class 
municipals councils and the rural 
areas in the rest of  Maharashtra. If  
affordable housing can be provided 
there along with possibilities for 
employment, migration patterns 
could be altered. It was therefore 
expected that a separate set of  
schemes be suggested. However 

Edit Page
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this has not happened. Instead the 
augmentation of  affordable housing 
is proposed to be in consonance 
with the DCRs and schemes as 
proposed for MMR region. Again 
those drafting the policy have failed 
to realize the separate needs of  “B” 
and “C” class municipal councils 
and also failed to accept the fact that 
the existing schemes as well as those 
proposed for the MMR region are 
far from of  Maharashtra the goal of  
providing affordable housing. 

For the rural areas the regional 
plans and regulations relating to 
Gaothans and their extensions are 
sought to be implemented with the 
help of  existing schemes such as 
Indira Avas Yojana, Rajiv Gandhi 
Gramin Yojana, Valmiki Ambedkar 
Avas Yojana, all merged into one. 
It was expected that the efficacy 
or otherwise of  these schemes as 
they exist today would have been 
discarded and a holistic view taken 
regarding the way forward. This has 
not even been attempted.

“The augmentation of  affordable housing 
in ‘B’ and ‘C’ class municipal councils 
shall be in consonance with their DCRs 
and the schemes (suitably adopted) as are 
proposed for MMR region. The affordable 
housing in State’s rest of  the rural areas 
excluding M.Cs. shall be in consonance 
with regional plans (if  not finalized to 
be completed early) and the regulations 
relating to village gaothans and extention 
of  village gaothans. For this purpose 
various schemes like gaothan extension 
/ Indira Awas Yojana / Rajiv Gandhi 
Gramin Niwara Yojana (I) and (II), 
Valmiki Ambedkar Awas Yojana etc., 
shall be merged into one jumbo scheme 
catering to various sections of  the society 
with a defined share for various segments 
of  society. The main thrust shall be on 
affordable housing for the EWS, LIG, 
and lower MIG members of  society. 

Besides the rural growth center villages 
shall be identified through proper survey 
/ study and they will be given incentives 
for planned integrated development.Rural 
housing transit shelter and infrastructure 
development shall be given boost in 
a planned way with funding from of  
Maharashtra Rajiv Gandhi Niwara 
Scheme and Employment Guarantee 
Scheme/ MNERG. In the regional 
plan in this area the locations suitable 
for planning satellite township / township 
etc., shall be identified and suitable 
incentive shall be provided for housing 
development in these locations as per 
survey requirement by the Zilla Parishads 
in association with MHADA. The rental 
housing in this area shall be developed by 
MHADA in association with ZP/ULB 
at rural growth centers, talukawise. The 
management of  these rental housing shall 
be with MHADA. The ULBs in this 
area shall develop shelter for the destitute 
with State / GoI funding and shall be 
managed by the ULBs.”

Transit shelters with funding from 
of  Maharashtra Rajiv Gandhi 
Nivara Scheme and EGS have 
not been successful presently. It 
is not proposed how these can 
be changed. The scheme to build 
transit in the DCR 33(14) have 
resulted in providing windfall profits 
to the developers while reducing 
the quality of  life in the Mumbai 
suburbs by permitting creation of  
the Ghettos in the name of  transit 
camps.

The Zila Parishads in association 
with MHADA are supposed to 
survey locations and identify new 
areas for satellite townships. Here 
too it is ridiculous to have satellite 
townships in rural areas without 
planning for employment generation 
in and around these townships.

MHADA has had fairly unpleasant 
experiences with their rental 

housing schemes. Instead of  going 
into the reasons of  earlier failures 
MHADA is supposed to provide 
rental housing Taluka wise. It is 
not understood who will bear the 
maintenance cost, especially since 
they are likely to be much more than 
the rents collected, as had happened 
in other schemes of  rental housing 
promoted by MHADA in the past 
few decades. 

The urban local bodies are supposed 
to develop shelter for destitute with 
funding from Government of  India. 
It is not clear where the funds will 
come from of  Maharashtra for 
maintaining these shelters. 

“The implementation and support staff  
structure for regulatory function in rest 
of  Maharashtra at Collectorate level 
needs to be strengthened urgently. The 
approvals to the housing proposals of  
individuals, who plan to construct house 
on their own, need to be fast tracked. Even 
instant approvals for proposals with Govt. 
approved standard type plans should be 
introduced. For paucity of  staff  presently 
this regulatory function is not given 
justice fully, as the experience goes. This 
situation needs to be reversed, development 
expedited and full control on unauthorized 
constructions in this area has to be put 
in place. This strengthened machinery 
at district level must also be appropriate 
to deal with the development in the area 
beyond ULB boundary up to the 10 kms 
that is urban growth boundary so that 
unauthorized structures in the vicinity 
of  ULBs do not occurred and planned 
development is fostered” 

On one hand the state government 
has banned recruitment and this 
move has been considered to be 
correct and in the right direction, 
however in the policy document it is 
proposed to strengthen the support 
staff  structure. It is not clear where 
the funds will come for the same. 

Edit Page
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But the scope has been extended to 
monitor development beyond the 
boundaries of  the urban local bodies 
up to 10 kms from such boundaries. 
This appears to be a move which 
may be aborted due to paucity of  
funds at the threshold itself. Mere 
talk of  giving immediate approvals 
for those intending to build their 
houses will not help concrete 
measure need to be enlisted.

In all the part III of  the draft policy 
is as disappointing as the rest of  the 
policy. 

“The entire thrust of  the housing policy 
fructification depends on basic planning 
in proper perspective. This planning has 
to be preceded by a human settlement 
and housing survey in order to determine 
the need of  housing in various pockets / 
locations in the State and the quantum 
of  housing needed. This survey need to 
be commissioned on urgent basis through 
competent agency in this area. Based 
on the results of  this survey the plan 
for housing under various categories in 
different metropolitan areas / municipal 
corporations / municipal councils and rest 
of  Maharashtra should be finalized so 
that the area-wise action plan of  housing 
and the resources allocation can accordingly 
be devised”.

Part IV of  the policy deals with 
certain important issues. The need 
to have surveys and have a plan has 
been underlined. This need has been 
our demand for several decades. 
It was expected that surveys 
and studies leading to planned 
settlements should have been made 
mandatory. However it seems to 
have been mentioned casually in 
Part IV. 

“The DCRs for each category of  ULB 
need to be standardized so that the 
developers will have a level playing field. 
This will minimize the extra work for 

preparing proposals for approval by 
different ULBs as per different set of  
rules. Moreover, these DCRs should be 
complementary to the development vision 
and development plan of  the ULBs so that 
the discrepancies / incongruences between 
the two do not hinder the development 
process.”

Standardized DCRs to give 
developers a level playing field 
have been proposed. Such efforts 
were made earlier but since 
geographically different parts of  
the state differ and climatically too 
the requirements are different; the 
standardization may not be effective 
unless deeper thought to the entire 
process of  urbanization is not given. 

“As on today the areas beyond the ULB 
boundaries are covered for planning 
purpose under regional plan. The ULB’s 
DCRs are not operated in Regional 
Plan areas around ULB. This creates 
anomalies in development control regimes. 
Further, there is no well-equipped, full-
fledged district level machinery to handle 
the developmental issues in an effective 
way in the peri-urban areas. Since the 
Collectorates and the district town planning 
office do not have any specific manpower 
to exercise effective control on this 
development. This has led to uncontrolled 
constructions and related anomalies in 
this area leading to some disasters also 
(e.g. in Pune). Though, no disasters 
are reported the example of  such large 
settlement near Karad can be taken as an 
example about unauthorized developments 
without civic amenities, which needs to be 
given sincere consideration. Accordingly, 
it is imperative that in peri-urban areas 
(frest of  Maharashtra the boundary of  
ULBs, upto 20 kms i.e. urban growth 
boundary), through under Regional Plan 
need proper control over development to 
prevent / avoid unauthorized, unplanned 
development. This can be addressed by 
making the DCRs of  a ULB applicable 

to the peri-urban areas upto 20 kms 
bounded by urban growth boundary. This 
will ensure planned development around 
ULBs so that any merger of  such areas 
in ULB or formation new ULB or 
formation new ULB for this area does not 
create problems of  mismatch.” 

Areas beyond urban local bodies 
are covered under the regional 
plans but the DCRs cannot be 
operated in these areas. This has 
been the problem and the solution 
suggested is to make the DCRs of  
the urban local body applicable 
up to 20 kms from the boundary. 
This will necessarily mean that 
agricultural land which provides 
the much needed supplies of  food 
to the population will be used for 
non agricultural purposes, naturally 
at the expense of  the crops, 
taking away employment from the 
agricultural labour. Whether this 
should be permitted by making 
sweeping changes by policies needs 
to be debated further. 

“The tenure of  the shelter also plays a 
vital role in the housing sector, in case of  
the dis-advantaged people in urban areas 
as well as in rural area. In some cases 
permanent tenure (in case of  slums up to 
1.1.95 / 1.1.2000) is going to attract 
the occupants of  unauthorized shelter for 
participating in the redevelopment. In case 
of  others (beyond the legal cut-off  date) 
the participatory approach (tenure to the 
community) as adopted in Hyderabad can 
be incorporated in the proposed schemes, 
so that willingness for and owning the 
project by beneficiaries comes forth without 
much difficulties.Another option for latter 
type of  occupants is rental housing for a 
period of  15 years (temporary tenure) and 
thereafter ownership (permanent tenure) 
can be thought of.”

The issue for tenure has been 
mentioned. This seems to have been 
taken as an afterthought since the 
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policy of  government of  India very 
strongly relies on empowerment 
through tenure. Slums in the state 
have been granted the right to 
tenure on paper under Sec. 14 
of  the slum act however this has 
not been followed up by effective 
implementation strategy and hence 
failed. 

“There was some concern during 
deliberations about the rising cost of  
construction. This can be mitigated by 
adopting substitute materials like fly-ash, 
crushed sand, recycled steel reinforcement, 
ferro-cement and precast components, 
precast RCC / ferro-cement frames, fly 
ash – sand – lime bricks, bricks frest 
of  Maharashtra coal washery rejects, 
building blocks frest of  Maharashtra 
mine waste and industrial waste, bricks 
using C-brick machine, calcium silicate 
plaster, fiber reinforced clay plaster, 
bamboo matt corrugated roofing sheets, 
micro-concrete roofing tiles, clay tiles and 
precast bricks / structural members. This 

coupled with technological innovations 
needs to be encouraged through suitable 
bylaws of  the ULBs. The issue of  cost 
can be tackled to some extent by routing 
all the transactions through banks so that 
the unreasonable demands of  tenants / 
residents of  slums can be effectively dealt 
with and cost escalation can be controlled.”

The construction cost is sought to 
be brought down by use of  various 
alternate materials which have been 
enlisted. Here too it was expected 
that research in low cost housing 
should be suitably rewarded. That 
does not appear to be very clearly 
defined in the policy.

Like Part II and III, Part IV is also 
a short compilation hastily done to 
put the draft policy in place. The 
policy has been announced several 
months ago and no one seems to 
be seriously analyzing it. We, on 
the other hand have taken it very 
seriously and read through the 
policy, paragraph by paragraph, 

word by word trying to understand 
its implications and have come 
out with possible solutions. The 
government may well use our critic 
to drastically revamp the policy and 
provide relief  to the housing starved 
state where affordability appears 
only on paper. We intend to put 
together our views along with views 
from other experts in the form 
of  a publication, and such a book 
will serve handy for academics, 
professionals, activists as well as he 
people at large so that pressure is 
built upon powers that be to rewrite 
the entire policy and the emphasis 
has to be affordability and to bring 
about rationalization of  the entire 
price structure presently governing 
the real estate.  

chandrashekharp@hotmail.com
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Dr. Prakash Hebalkar

Global Trade and 
Investment Trends...

This column focuses on trends in trade and 
investments in the past month. 
This month has seen Multi National 
Corporations (MNCs) in the thick 
of  scandals especially demonstrating 
lack of  Ethics. This may come as a 
surprise to those who believed that 
developed country entities were largely 
ethical especially with strict laws like 
the Foreign Corrupt Practices Act in 
force. The leftists on the other hand 
believed that MNCs were invariably 
suspect in terms of  their ethics while 
governmental organisations were more 
ethical. Both got nasty surprises this 
time around.
Johnson and Johnson was the focus 
of  a long  article in the Huffington 
Post1  which focused on how they 
had allegedly used unethical means to 
promote a drug to persons with off-
label usage by suborning physicians, 
using politics and other means to 
build a “blockbuster drug”with billion 
dollar sales. The following extract is 
illustrative 

1 WASHINGTON (AP) — Johnson & John-
son has agreed to pay more than $2.2 
billion to resolve criminal and civil allega-
tions that the company promoted powerful 
psychiatric drugs for unapproved uses in 
children, seniors and disabled patients, the 
Department of Justice announced on Mon-
day.

 The agreement is the third-largest settle-
ment with a drugmaker in U.S. history. 
Justice Department officials alleged that 
J&J used illegal marketing tactics and kick-
backs to persuade physicians and phar-
macists to prescribe Risperdal and Invega, 
both antipsychotic drugs, and Natrecor, 
which is used to treat heart failure.

 “J&J’s promotion of Risperdal for unap-
proved uses threatened the most vulner-
able populations of our society — children, 
the elderly and those with developmental 
disabilities,” said Zane Memeger, U.S. At-
torney for the Eastern District of Pennsyl-
vania.

As a result of  the Thalidomide story,  
in 1962, President John F. Kennedy 
strengthened the landmark Federal 
Food and Drugs Act of  1906.A 
key provision of  the new law made 
it a crime for drug companies 
to promote drugs to doctors for 
patients with illnesses for which the 
drug, according to its FDA-approved 
label, was not intended and approved 
for use. Senator Kefauver explained 
his concern about tight labeling and 
the need to police off-label sales this 
way: Once a drug was approved for 
any initial purpose, “the sky would 
be the limit and extreme claims of  
any kind could be made” about the 
safety and effectiveness of  selling 
that drug for other uses without 
the FDA vetting it. That would 
undermine the benefit-risk analysis 
that the new law required the FDA 
to weigh. 
For Janssen’s drug  Risperdal the 
risks were substantial. Even in 
the earliest trials, the data showed 
significant rates of  side effects. 
These included involuntary twitches, 
somnolence, diabetes and, most 
frequently, significant weight gain. 
In the elderly there was a particularly 
high risk of  strokes and other heart-
related diseases. In children, Johnson 
& Johnson’s own data would 
ultimately count somnolence (51 
percent of  the time), headaches (29 
percent), vomiting (20 percent) and 
bloating, nausea or other stomach 
ailments (15 percent), among other 
side effects.
However, while under the law, the 
FDA controls drug companies, it 
cannot control doctors. A physician 
can prescribe any drug approved 
for sale by the FDA, even if  the 

doctor wants to use it for a purpose 
not described as an intended use 
on the label. The rationale is that 
the final decision on use, dosing 
and risks versus benefits should be 
up to the physician. He or she can 
review the detailed FDA-approved 
label and make a decision based 
on an evaluation of  the patient’s 
needs. Of  course, the doctor risks 
additional liability by prescribing an 
off-label use. But such decisions are 
not unusual, especially because many 
in the medical community perceive a 
lag between a drug being identified 
as a promising solution to a given 
illness and the FDA’s confirming it.
Thus, for Johnson & Johnson to 
expand the market to reach its 
business plan targets, doctors had to 
be sold on the value of  Risperdal in 
populations that were not included 
on the label as the drug’s intended 
users. Yet it was a crime for the 
company to sell the doctors on the 
benefits of  using Risperdal to treat 
those populations.  “We started 
looking hard for ways to go after 
these customers—pediatricians, 
nursing home doctors, mental health 
facilities, even school guidance 
counselors,” a former Janssen 
salesman recalls. “We had to.”
Beginning in 1995, Janssen 
executives focused on a quick-win 
priority: make Risperdal the new 
drug of  choice at state-run Medicaid 
programs that provide healthcare 
for the poor, including children in 
state-run mental health facilities 
and the elderly in state-run nursing 
homes. Promoting the drug quietly 
to institutions, rather than broadly to 
thousands of  individual doctors, was 
more efficient—and less likely to 
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arouse the suspicions of  the FDA.
The goal: get Risperdal at the top of  
the states’ lists of  approved drugs, 
called formularies, even though the 
price would be 40 to 50 times the 
cost per dose of  first-generation 
antipsychotics, such as Haldol, that 
were now available as generics.
In part with $1.8 million in 
funding from the Robert 
Wood Johnson Foundation—
which was independent of  the 
company, although it was a major 
shareholder—Johnson & Johnson 
found its first willing partners 
among Medicaid and health officials 
in Texas, some of  whom were paid 
consulting fees by J&J’s Janssen unit 
for their involvement. Thus was 
born the Texas Medical Algorithm 
Project, or TMAP.
Source: Reuters August 27, 2015

Later, Volkswagen came into focus 
as it was disclosed that it had fudged 
emission test results for its diesel 
cars by putting a “switch” in the 
engine control software that turned 
off  emission controls to improve 
performance when the vehicle was not 
under test.

On September 18, Volkswagen 
admitted to cheating on air pollution 
tests of  its diesel-powered vehicles. 
In particular, the corporation is in 
serious violation of  the Clean Air 
Act, having produced about 482,000 
cars that “’emit up to 40 times more 
pollution’ than allowed under U.S. 
standards.”  Volkswagen outfitted 
the cars with “defeat devices” that 
cause the cars to emit much lower 
levels of  emissions when being 
tested than they do under actual 
road conditions. In plain English: 
they deliberately and systematically 
cheated, on a very large scale.
Source: “Unbridled Capitalism”: 
New Evidence
Sep 22, 2015   Amitai Etzioni 
Professor of  international relations, 
George Washington University in 
Huffington Post

In India Nestle was in the news 
for alleged unhealthy noodles. The 
furor resulted in withdrawal of  the 
product from stores. Ironically, the 
next development was an accusation 
of  corruption in the Food Standards 
Authority, FSSAI.

NEW DELHI, OCT 1:  
As many as 11 industry bodies 
related to food and pharma sectors 
on Thursday alleged that the food 
regulator, Food Safety and Standards 
Authority of  India (FSSAI), has 
become “den of  corruption” and 
demanded a CBI inquiry into the 
functioning of  the authority, which 
shot to limelight over the Maggi 
issue.
Organisations including CAIT, 
Indian Drugs Manufacturers 
Association, Indian Hotel & 
Restaurant Association, Federation 
of  Pharma Entrepreneurs, All India 
Food Processors Association, Retail 
Druggist & Chemists Association, 
All India Transport Welfare 
Association and Bhartiya Kisan 
Morcha are among the members of  
the committee.
FSSAI shot to limelight after it 
banned Nestle’s Maggi noodles on 
June 5 alleging high content of  lead 
and presence of  MSG in the popular 
brand. Protesting the ban, Nestle 
approached Bombay High Court 
which set aside the ban imposed by 
FSSAI on sale of  Maggi noodles 
and asked for retesting at three 
laboratories.
Source:http://www.thehindubusinessline.
com/companies/11-food-pharma-
organisations-seek-cbi-inquiry-against-
fssai/article7712506.ece

Finally, on the technology front, 
Artificial Intelligence and Parallel 
Computing were in the news with IBM 
looking for a readymade market for its 
Watson computer from the T.J.Watson 
Research Laboratories.

IBM announced this morning it’s 
acquiring The Weather Company, 
the parent company to the The 

Weather Channel, as well as the 
company’s B2B, mobile and web 
properties. The deal is being valued 
at more than $2 billion, according to 
a report from The Wall St. Journal. 
The companies are not disclosing 
the financial terms, however. The 
deal will see The Weather Company 
licensing weather forecast data 
and analytics from IBM under a 
long-term contract. The television 
Weather Channel is not included in 
the acquisition.
IBM had an agreement in place with 
the Weather Company to share its 
data, following a strategic partnership 
between the two businesses earlier 
this year. Now for $2 billion, IBM 
owns the data.
According to IBM, the acquisition 
helps it to harness one of  the largest 
big data opportunities in the world: 
weather. That’s something that 
impacts one-third of  the world’s 
GGP and in the U.S. alone, accounts 
for about half  a trillion dollars in 
impact, the company notes.
The deal will combine two big 
data platforms, IBM’s cognitive 
and analytics business with 
that of  Weather. Currently, The 
Weather Company has the fourth-
most visited mobile app in the U.S. 
and handles 26 billion inquiries 
to its cloud-based services daily, 
generating about 4 GB of  data per 
second. Following the acquisition, 
IBM’s Watson will be able to tap into 
more data sets, including Weather’s 
mobile and web properties, which 
analyze data from 3 billion weather 
forecast reference points, over 40 
million mobile phones, and 50,000 
flights per day
Source: Techcrunch.com
profitechconsultants@gmail.com

The author is a Public Policy consultant 
and President of  ProfiTech, a strategic 

consultancy and also Member of  the 
MEDC Economic Digest Committee. 
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E-commerce is an important 
concept that describes the 
process of  buying, selling, or 

exchanging products, services, and 
information, via computer networks, 
including the Internet. Now-a-days, 
the practice of  E-Commerce has 
been dramatically changed. The 
traditional way of  managing supply 
has been changed due to wide spread 
of  Global Marketing and Supply 
Chain Management. The primary 
management systems of  tools and 
logistics management department 
were closed due to its lack of  in–
efficiency and efficacy of  works in 
comparison to modern operating 
systems of  marketing. Hence, 
the article provides an overview 
regarding the importance of  supply 
chain management in E-commerce 
and its adoption in the present era 
and lessons from Amazon and Wal-
Mart on supply chain management.

E-commerce and other B2C 
enterprises pose a very unique set 
of  logistics needs, that’s not so 
readily established or available in 
India. This is also the reason why 
many e-commerce players such as 
Flipkart establish their own delivery 
network. Even though document 
courier companies can boast of  a 
nationwide reach and time definite 
delivery, they do not possess the 
expertise to deliver commercial 
value goods. Their services are used 
to deliver documents, which do not 
always require the recipient’s full 
attention upon delivery – no VAT 
and check-post issues, no COD, no 
inspection of  goods and no real 
complication if  the documents get 
lost in transit. Express cargo logistics 
service providers are well equipped 
at handling commercial cargo, the 
complexities associated with it and 
the sense of  custodianship that gives 

comfort to the customers. However, 
they are used to delivering bulk 
loads at the premises of  distributors, 
retailers and shop establishments. 
They have a working relationship 
established over time with these 
dealers and distributors and hence 
every link in the supply chain is 
comfortable working with each other.

The Need for A Robust Supply 
Chain Management

The concepts of  supply chain design 
and management has come to the 
forefront, due to the ever increasing 
complexity of  the systems driving 
buyer supplier relations in both 
industrial and consumer based 
markets. The unprecedented levels of  
supply chain management complexity 
are partly recognized to the Internet, 
through its more recent business 
acceptance and commercial use. 

Today’s retail supply chains are 
unrecognizable compared with the 
simple networks a decade ago. Back 
then, the main job was to move goods 
from suppliers through distribution 
centers to stores in bulk, in the most 
efficient way possible. 

This has been driven by relentless 
consumer demand for products to 
be bought and delivered in the most 
convenient way possible – online, 
through mobile devices, in bricks and 
mortar stores, click-and-collect, local 
pick-up services or home delivery.

India never had the need before to 
establish a supply chain specifically to 
deal with such kind of  requirements. 
Retail required an express-cargo or 
traditional transportation backbone, 
while documents required a standard 
courier service, both of  which 
exist in various forms and levels 
of  network and reach. However, as 
the e-commerce industry in India 

takes to newer heights, the challenge 
to build a logistics backbone and 
infrastructure for distribution pan-
India is a daunting task, rife with 
challenges for both the e-commerce 
companies as well as for the logistics 
service providers.

Forward And Reverse Supply 
Chains

• In the forward supply chain, which is 
the traditional supply chain system, 
products do not return to the original 
producer. Unlike in the reverse 
supply chain, here the products are 
either recovered by other parties 
willing and able to reuse the materials 
or products. 

• In the reverse supply chain system, 
materials are returned and reused by 
the same originator, as suppliers or 
manufacturers bring products back 
in and remanufacture or refurbish 
them before resale to the secondary 
market. Reverse logistics is the 
backward flow of  what we all wish 
would be a forward-only process. 

Thus, reverse logistics is becoming 
more important. Mastering the 
returns or reverse logistics process 
will have a direct impact on the costs 
of  doing business, on the company, 
and on the level of  customer service 
required to compete in today’s 
economy.

• Reverse logistics has not always 
been in the forefront of  enterprise 
planning. The negative aura that 
surrounds planning for product 
distribution failures and/or product 
rejection is, in itself, off-putting. It is 
a case where everyone loses—your 
customer who sends the product 
back dissatisfied, your supplier 
who gets your parts back, and the 
manufacturer who wasted enterprise 
resources creating and distributing 

E-commerce and Supply Chain Management
Ms. Sarabjit Kaur Hunjan
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products that are unneeded or 
unwanted.

Inventory Management

Ecommerce poses the unique 
challenge of  inventory arriving 
in bulk, but requires much care 
from there – receiving bulk orders, 
then inventorying and picking as 
individual products. Therefore, 
ecommerce retailers have to find a 
way to standardize and synchronize 
business processes to have real-
time access and insight to inventory 
movement. Often, with dozens 
of  suppliers, multiple warehouses, 
and an extensive number of  sales 
channels, the chances of  a misplaced 
order are much higher.

However, order fulfillment 
technologies have helped integrate 
the front-end and back-end of  
online retail. The back-end process 
is now a collaborative effort thanks 
to automated software and real-time 
fulfillment data. The alignment of  
important touch-points in the supply 
chain has reduced inefficiencies 
and had helped identify redundant 
processes. 

Inventory management is part of  the 
supply chain management process. It 
is the supervision and maintenance 
of  all materials required to build and 
package ecommerce products to sell. 
Inventory management covers the 
entire lifespan of  an item and its 
parts.

Inventory management also tracks 
which stock items are pulled most 
frequently for use. If  consumers 
continue purchasing purple scarves, 
more purple yarn will be pulled than 
any other color, requiring ecommerce 
owners to increase the amount of  
purple yarn ordered.

Just-in-time inventory management 
refers to a method in which materials 
are received by the ecommerce 
business owner as they are needed.

Materials requirement planning is a 
version of  inventory management 

that uses sales forecasts to predict 
how many units of  each stock item 
will be needed in the future, allowing 
ecommerce owners to schedule 
orders in advance as necessary. 

Third Party Logistics

India still has third world logistics.  
A large part of  the ecommerce 
success in the developed nations was 
because they already had rock-solid 
logistics in place.  In the US fedex, 
products could already be moved 
around nationwide and goods could 
be moved within 24 hours between 
5000 miles.    In India trying to 
find an address or a location is a 
nightmare.  India lacks in having a 
properly standardized “physical 
postal address system”.

Every time someone ships a product 
to a customer, he invariably get a call 
from the courier company asking for 
directions even though the customer 
lives in a very prominent address in 
the city.   This just surfaces some 
of  the basic issues that face India. 
Courier companies don’t even 
have bar code readers to scan the 
packages in transit.  Though now 
the companies have started adopting 
this trend, it has still not become a 
uniform practice to be followed. 
In the US, the logistics companies 
use very sophisticated technology 
keep the customer informed of  the 
transit of  a package. All of  this is 
important as it plays directly into 
the overall customer experience of  
ecommerce. We have ways to go 
before we can start appreciating the 
levels of  customer experience in the 
ecommerce industry.  The inventory 
management can be broadly defined 
in the below in three ways:

• Own warehouse:  Ecommerce 
players such as Myntra, Flipkart 
follow this model. They source 
each and everything in their 
own warehouse. They maintain 
multiple warehouses and 
exact inventory in their ERP. 
So irrespective of  brand, it is 

recorded in system.  Through 
own logistics they also control 
shipping locations. Hence e.g. 
a book can be shipped to West 
Bengal but AC cannot.

• Vendor Management (aka drop 
shipment) Like infibeam does. 
They collect orders and based on 
the commitment from seller they 
make their product OOS. This 
may lead to cancellation in case 
of  inventory problem.

• Vendor Owned This is 
the most common type of  
sourcing. Indiatimes, Jabong, 
Homeshop18, Snapdeal follow 
this. Generally small size and 
fast-moving products are kept in 
own warehouse like books, CD, 
DVD, Mobiles, Baby toys etc 
and products like AC, Washing 
machines, LCD/LED are 
dependent on city specific dealer. 
So if  a customer wants to buy a 
Samsung LED TV for Lucknow, 
he can do so if  there is a Samsung 
dealer in Lucknow. 

By 2020, some of  the large players 
may need to work with a logistics 
team of  30,000 if  they continue to 
handle logistics in-house. Such a size 
would be greater than some of  the 
largest logistics companies in the 
country today. Managing such a huge 
workforce would need significant 
management attention. Some of  
the leading e-tailers are focused on 
strengthening in cities where they 
have presence currently and add 
bikers in case of  additional capacity. 
In terms of  expanding geographies, 
they realize the growth would be 
slow and therefore volumes will be 
outsourced to third party service 
providers. 

Amazon and Wal-Mart’s Practice 
of  Supply Chain Management

Wal-Mart has one of  the largest 
private fleet in the United States. The 
delivery is made 50% by common 
carriers and 50% by private fleet. 
Private fleet is used to perform the 
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backhauls (picks up cargoes from 
vendors to replenish DCs + sends 
returned products to vendors). 
Short-hauls (less than one working 
day drive) is also done by the private 
fleet. For long-hauls, the common 
carriers will be used.

There are 2 main information 
system deployed by Wal-Mart. 
“Retail Link” is the communication 
system developed in-house to store 
data, share data and help with the 
shipment routing assignments.

Another system is called 
“Inforem” for the automation of  a 
replenishment process. Inforem was 
originally developed by IBM and has 
been modified extensively by Wal-
Mart. Inforem uses various factors 
such as POS data, current stock 
level and so on to suggest the order 
quantity many times a week.

Level of  collaboration between 
Wal-Mart and vendors is different 
from one vendor to the other. Some 
vendors can participate in VMI 
program but the level of  information 
sharing is also different. VMI 
program at Wal-Mart is not 100% on 
consignment basis.

Each of  Wal-Mart’s new facilities will 
be more than 1 million square feet and 
hold at least 500,000 items—much 
larger than its traditional distribution 
centers for stores, which hold 30,000 
to 50,000 items. Wal-Mart opened 
an e-commerce center in Texas 
last year, and like that one, the new 
buildings will use both human labor 
and automation, such as computer-
controlled chutes, to move items. 
The new centers will be part of  a 
network for filling online orders that 
includes traditional buildings, plus 11 
existing smaller e-commerce centers 
and 83 Wal-Mart Supercenters that 
have been designated “ship-from-
store” locations.

Amazon has a very grand business 
strategy to “offer customers low 
prices, convenience, and a wide 
selection of  merchandise”. Due to 

the lack of  actual store front, the 
locations of  warehouse facilities 
are strategically important to the 
company. Amazon makes a facility 
locations decision based on the 
distance to demand areas and tax 
implications.

In Amazon’s warehouse, there are 5 
types of  storage areas. Library Prime 
Storage is the area dedicated for 
book/magazine. Case Flow Prime 
Storage is for the products with a 
broken case and high demand. Pallet 
Prime Storage is for the products 
with a full case and high demand. 
Random Storage is for the smaller 
items with a moderate demand and 
Reserve Storage will be used for 
the low demand/irregular shaped 
products.

Amazon uses a propitiatory 
warehouse management system to 
make the put away decision and 
order picking decision.

After the orders are picked and 
packed, Amazon ships the orders 
using common carriers so they can 
obtain the economy of  scale. Orders 
will arrive at UPS facility near a 
delivery point and UPS will perform 
the last mile delivery to customers.

Supply Chain and E-Commerce 
Interdependence for Success

E-commerce will have an impact 
on all major areas of  supply chain 
work in companies from design, 
through buying to fulfilment and 
service support. The impact of  
e-commerce is already being seen on 
the boundaries between companies, 
particularly in industries where great 
worth is placed on inter-company 
collaboration. E-commerce will be 
a key enabler of  this breakdown of  
boundaries, because it provides not 
only the solutions required for inter-
company transactions but also the 
standards that will enable companies 
to connect and communicate. 
E-commerce will not only have 
an impact on the supply chains 
of  medium to large companies. 

Internet has grown out of  a range 
of  standards that are based on the 
need to communicate and interact 
openly. As such, we can expect to 
see day-to-day activities such as 
shopping, ordering, booking tickets 
and personal services increasingly 
moving online. 

The implication is that everyone up 
and down the supply chain must 
provide accurate, real-time data. 
Stock availability, pricing, delivery 
dates and cost, order status and so 
on, must be updated, calculated and 
recalculated within seconds. Mobile 
devices capturing every transaction 
along the supply chain clearly plays 
an important role, so barcoding and 
scanning at pick, pack and delivery 
interfaces is vital. Ease of  use, tight 
integration and investment in the 
training of  staff  to not only use the 
devices properly but also understand 
the implication of  misuse will be key.

Conclusion

E-commerce is enlarging the market 
for companies: new sales channels, 
accelerated business but also new 
competition. Retailers are investing 
in Ecommerce all around us and 
online stores are an essential part of  
their sales strategy. Today, dynamic 
multi-dimensional networks are 
required. 

The challenge to brand owners and 
their supply chain participants is to 
make the flow of  commerce faster 
and more responsive to the pull of  
customer demand. Planning and 
forecasting capability is a feature 
that is often overlooked, but is a 
key factor to enable demand driven 
pull with appropriate planning along 
with scheduling and rescheduling 
production and distribution on the 
fly. 

The author is the jr. economist in MEDC

sarabjitk@medcindia.com
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Single-Brand Retailing
- An Emerging Opportunity in India 

MEDC Research Team

 “As consumer habits evolve, 
retailers innovate beyond 

their four walls”

Shopping has become the 
essential part of  lifestyle. And 
the rise of  online shopping 

sounded the end for many street- 
side businesses. But innovating 
brands are re-creating the story of  
physical stores turning to magazines 
and museum for inspiration and 
creating spaces where the virtual 
and physical world collides. A new 
wave of  thinking about the bricks 
and mortar retail have given rise 
to surge in brands experimenting 
with the concept stores - stores  
that are meant to appeal all those 
with interest in high-fashion. A 
wide range of  brands are starting to 
experiment with concept stores and 
not just the luxury ones. Exposure 
to modern retail format such as 
Design shops, concept shops is 
turning the Indian shopaholics into 
entrepreneur. 
India is definitely the market 
that attracts many retailers. It is 
a market neither easy to conquer 
nor easy to ignore. The market 
has a huge potential due to sheer 
diversity of  consumer, increasing 
urbanization, nuclear families and 
growing preference for branded 
products and higher aspirations 
are the factors that drive retail 
consumption in India.
Additionally, digital is also 
shaping the way consumers buy, 
E-Commerce cannot be ignored; 
E-Commerce has become a 
paradigm shift in the way goods 

are bought and sold. E-Commerce 
has retailers thinking their multi- 
channel strategy, which currently 
many street-side businesses don’t 
have. As the world of  commerce 
continues to change, this gives 
the customer a consistent and 
meaningful experience-across every 
channel, every time. There are 
currently 35 million people buying 
online and this will increase to 
100 million in the next two years. 
Consumers are buying everything 
online even- big tickets items like 
houses, cars and even two wheelers. 
So India can be seen as a great deal 
of  profits by investors with long 
term vision and ability to adapt to 
the diverse consumer segments.
Historically, licensing and Master 
franchising were the most 
commonly adopted models for 
entry in India. In the last few 
years single- brand retailing has 
emerged as a big opportunity in 
India. Beyond just creating a good-
looking store with aesthetically 
pleasing displays retail store is a 
well thought of  strategy to optimize 
sales and space. The way the store 
is set up can help establish brand 
identity as well as serve a practical 
purpose. India being signatory 
to ‘’ World- Trade Organizations 
GATS which includes Wholesale 
and Retailing services had to open 
retail trade to foreign investments. 
There were initial reservations 
to opening up of  retail sector 
arising from fear of  joblessness, 
procurement from international 
market, competition and loss of  
entrepreneurial opportunities. 
However the government in a series 

of  move has opened up the retail 
sector for foreign investments. The 
Indian government removed the 
51% cap on FDI into single-brand 
retail outlets in December 2011, 
and opened up the market fully 
to foreign investors by permitting 
100% foreign investment in this 
area. However multi-brand had been 
tightly regulated, considering the 
associated economic and political 
challenges. Over the years this has 
provided the necessary impetus 
to the sector and has made more 
international brands accessible to 
Indian consumers at their doorstep.
The liberalization has come with a set 
of  prescribed conditions to ensure 
that foreign investors make genuine 
contribution to the development of  
Indian infrastructure and logistics

• products to be sold under a 
single- brand name in India as 
well as Internationally 

• product should be branded 
during manufacturing

• A non-resident entity or entities, 
whether owner of  the brand 
or otherwise, is permitted 
to undertake SBRT, directly 
or through a legally tenable 
agreement with brand owner

• Retail-trading by any form, 
by means of  E-commerce, 
would not be permissible, for 
companies engaged in SBRT in 
India.

• In cases where FDI exceeds 
51%, sourcing of  30% of  value 
of  goods purchased by the 
SBRT entity should be done 
from India, preferably from 
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MSME’s enterprises, village and 
cottage industries, artisans and 
craftsmen, in all sectors

With the liberalization policy, in one 
stroke India opened the floodgates, 
with this global and luxury brands 
are bound to ramp up the domestic 
markets. Many such brands which 
have silent partners in India may 
now want to buy out their Indian 
partners; a lot of  brands were 
concerned about holding 51% in 
India now there is a better chance of  
them to coming back in India. This 
was supposed to be the last frontier 
to be opened and this will surely 
make India a preferred market. By 
March 2013 the government of  
India had received and cleared 63 
proposals of  SBRT. With further 
easing of  norms this month, the 
number of  proposals is expected to 
increase manifold. 
Single-brand retailing has been 
mainly dominated by categories 
such as luxury goods, apparels 
and accessories and footwear. 
Nevertheless it also encompasses a 
host of  other products categories. 
For categories such as jewelry and 
watches, personal care, CDIT and 
travel goods, leading players largely 
focus on multi-brand outlets/ 
departmental stores to drive sales. 
However driven by the width of  
merchandise and the pull of  brand, 
leading players now across these 
categories are setting up exclusive 
brand outlets.

Apparels outlets have strong 
organized presence. After the first 
round of  changes in the FDI policy 
for single-brand retail in 2006, 
retailers ventured into the market 
with exclusive brand outlets across 
these categories thus making this 
a popular choice in the Indian 
organized retail market. Not 
only many international brands 

have entered the country but 
several have been successful after 
some initial period of  learning. 
Notwithstanding the countries own 
rich heritage in textiles we are now 
looking to west for inspiration. 
The top single-brands in India 
still going strong are; Raymond’s,  
Arvind Mills Louis Philippe, Allen 
Solly, Numero Uno, Peter- England, 
Bata, Liberty, Khadim, Killer, Fly 
Machine, Excalibur, Lakme Van 
Huesen there are many more still 
growing but these are among the 
top that are still going strong with 
foreign brand competition.

India tickled the international 
brands during 1980’s when Indian 
market was still fragmented with 
few national and local brands. Many 
global brands were already in India 
with popular entry routes present 
before FDI norms were eased. 

In 2006 government opened the 
retail sector to foreign investment 
allowing up to 51% of  foreign 
investment. In the last few years 
as the foreign investment norms 
have been eased particularly with 
regards to more flexibility in 30% 
domestic sourcing and brand 
ownership norms clarification 
there is an increase in international 
brands enter the market with some 
form of  ownership while those that 
are already in market are looking 
to increase their stake in business. 
Several brands have taken the plunge 
into investing in Indian operations 
and moved more aggressively into 
the market. 

Adidas wants to open a fully- 
owned subsidiary while retaining its 
franchise outlets, with clarification 
given by the government  the global 
retailer has sought to apply to DIPP, 
Adidas currently operates through 
local distributers and local retailers, 

and now is intending to open 
flagship stores in India. Company 

Nike has approached the 
Department of  Industrial Policy & 
Production (DIPP) a second time 
within a year, seeking to open fully-
owned stores in India. International 
chains, while wanting to expand 
through fully-owned stores, are 
keen to retain the franchisee 
format, as this offers another 
window of  growth and opportunity. 
The government, turned down 
the proposal, as the single-brand 
retail policy did not support for 
a combination of  businesses; 
the company was told to choose 
between the two. Since then, there’s 
been a change in the government’s 
approach towards single-brand 
retail, it is learnt the American 
chain, which entered India in the 
90s, is keen on setting up concept 
stores and flagship outlets across 
the country to tap the opportunity 
in the sportswear market, estimated 
at about Rs 6,000 crore and growing 
13-14 per cent a year

Pavers England, a joint venture 
between UK-based Pavers and 
Foresight Group recently launched 
two of  its exclusive franchise outlets 
in Mumbai. The new store located 
at Linking Road, Bandra is spread 
over an area of  1,500 sq. ft, letting 
shoppers experience a spacious and 
well-stocked footwear destination.

Muji a brand of  company in Japan 
has over 700 stores in Asia, Europe, 
U.S and Australia is also planning 
to enter India’s single- brand retail 
segment   

India is witnessing an increased 
interest in the retailing segment, 
ever since the government allowed 
100% FDI in single brand retail in 
January 2012. 

Italy’s premier eyewear brand NAU 
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(meaning ‘now’), which recently 
entered India, has decided to stick 
to exclusive outlets and not make 
its products available in any multi-
brand outlets. The company is 
planning to open about 70 stores 
over the next five years at an 
investment of  Rs 40-45 crore. The 
strategy to be adopted would rely 
exclusively on Standalone stores. 

Gucci recently opened its largest 
store in India after two failed 
joint ventures. All its 5 stores run 
directly by the company. Brands 
such as mango who have chosen 
the franchise route are tying up with 
additional partners e.g. DLF. UK 
based apparel chain Mark & Spencer 
is accelerating its expansion in India 
with plans to add ten stores in next 
six to eight months. Puma the global 
sports lifestyle company for athletic 
shoes, footwear and other sport-
wear Gap Inc, one of  the largest 
casual-wear brands is also believed 
to be entering India next year. It 
has brands such as Gap, Banana, 
Republic, Old Navy, Piperlime and 
Athleta and INTERMIX - and runs 
3,100 stores world over.

The existing retailers have to catch 
up with the new chains in terms 
of  better ambience, competitive 
pricing, better service, otherwise 
they are dead. “The strong and 
established brands will have to 
consistently strengthen their core 
positioning while upgrading retail 
experience,” Allen Solly, a brand of  
Madura Fashion & Lifestyle. As a 
part of  brand enhancement, Madura 
has created a new retail identity 
a year ago. This was followed by 
Allen Solly’s new logo and brand 
identity. “And will continuously 
come up with the latest products 
that are in trend such as the ‘Color 
Lab’ launched for Spring Summer 
13 season,

The multi-channel experience is 
what businesses invest in today 
they have websites, blog, facebook 
and twitter. They use each of  
this platform to connect to the 
customers 2014 was marked by 
greater innovation, integration and 
responsiveness 

2015 is anticipated to continue 
strategies that bridge the gap 
between offline and digital 
channels. Many retailers used to 
maximum extent the social media 
to engage users and influence 
their merchandising decisions but 
it is expected companies to go 
beyond this and use social media 
as a platform not just to showcase 
products but to actually sell them. 
Speed is also an essential factor when 
it comes to reaching the younger 
generation today. As generation 
that grew up in an age where almost 
everything and anything is just a 
click away. The recent launches 
of  shopping functionalities in 
the social realm tell us that the  
social media is going to get more 
shoppable in 2015.retailers that 
have already started participating 
in the trend include Forever21, 
Burberry, puma which are using 
like2buy options on instagram and 
testing other media options to sell 
their products. If  social shopping 
takes off  the shoppers will have 
a seamless shopping experience 
and old-fashioned channels will be 
eliminated and the purchase will 
be faster. Consumers today are 
more drawn to retailers that invest 
in Corporate Social responsibility, 
examples of  retailers pulling off  
CSR quiet well are Cole and parker, 
Fashion project a e-commerce 
platforms allows consumers to 
donate and shop second hand 
clothes, offers people to make 
tangible difference with their 

donations and purchases. ModCloth 
recently signed an Anti-Photoshop 
pledge and Warby Parker, which 
implements a “Give a Pair initiative 
to make eye care more accessible to 
the less fortunate. 

Retailers today innovate experiment 
with the technology to use them to 
improve the shopping experience. 
Cloud-based point of  sale system 
have proven to out-perform old-
fashioned registers in all aspects and 
an increasing number of  retailers 
recognize and are switching. 
Beacons will make their place in 
even more stores in come years the 
technology which is used by many 
brick- mortar retailers offering 
many consumers deals through 
mobile marketing. Merchants 
are continuously finding ways to 
use augmented reality to draw 
attention and improve experiences. 
Walgreens, for instance, is testing 
Google’s Project Tango 3D to create 
enable mobile maps and navigation 
for its customers.

As per “Chain Store Age cities,” 
The2014 identity Fraud study 
reported an increase of  more 
than 500,000 fraud victims to 13.1 
million people 2013, but this is not 
just about the numbers, consumers 
also want their purchasing journey 
to be safe and secure therefore risk 
mitigation and data security to be 
among the retailers top priorities. 
Unlike signatures can be forges PIN 
codes cannot be cracked easily.

In their new book, “The Rules of  
Retail”, ‘Robin Lewis’ And ‘Michael 
Dart’ brought up an excellent point 
on modern retail success. According 
to them if  the retailers really 
want to provide compelling retail 
experience, they would have to take 
more control of  how their products 
are manufactured and marketed and 
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distributed. Notable retailers that 
have proven this strategy include 
Apple, Ralph Lauren and Trade 
Joe’s. Despite of  having high prices 
this companies have managed 
to achieve consumer loyalty and 
profitability. E-commerce sites 
setting up shop offline s one hand 
good news for the brick-and-mortar 
realm because it validates the need 
of  the physical retail. However 
this also means that Main Street is 
going to get a whole lot competitive 
and traditional brick- and- mortar 
retailers must set p their game in 
order to win. Localization will be 
more important than ever merchants 
that customize their stores and 
merchandise according the needs 
of  their local communities will find 
greater success in 2015. consider 
what retailers such as Starbucks, 
Target  are doing in order to tap 
dense urban markets, these chains 
have started to deviate from their 
usual store formats to establish 
Smaller ‘Express’ stores in specific 
locations. Here however the bottom 
line is consumer experience matters 
here every single one of  the above 
trends boils down to one thing 
improving consumers’ experience. 

As the consumers change so must 
the industry, the retail sector that 
emerges over the next five years 
will likely to be far different than 
that at the beginning of  the century 
marked by greater innovation, 
integration and responsiveness. 
The result of  such up heaves is a 
sharp reappraisal of  the traditional 
retail industry business models 
with disruptive innovations comes 
the systemic shifts. Those taking 
place in the retail sector reach deep 
into the structural foundation, 
rocking everything from how the 
industry sources its product to 
how it markets to an increasingly 

fragmented demography. While the 
dust has not been fully settled the 
outlines of  21st century retail are 
begin to take shape.

Indian retail industry is one of  the 
sunrise sectors with huge growth 
potential which is expanding and 
modernizing rapidly. FDI can 
be a powerful catalyst to spur 
competition in the retail industry, 
due to the current scenario of  low 
competition and poor productivity. 
Permitting FDI in food based 
retailing is likely to ensure adequate 
flow of  capital in to the country. 

The Indian government has 
traditionally taken a very 
conservative and cautious approach 
towards liberalization of  FDI in 
MBRT. In fact, FDI in MBRT in 
India was a ‘prohibited sector’ till 
20 September 2012. While FDI 
up to 100% under the automatic 
route was permitted in “cash and 
carry wholesale trading” (Wholesale 
Trading), these entities were under 
strict restrictions that allowed sales 
only to a ‘business/wholesale trader’ 
and not to an ‘end consumer’.

The first step towards opening 
up the MBRT sector for FDI was 
taken on 6 July 2010, when the 
Department of  Industrial Policy 
& Promotion (DIPP), under 
the Ministry of  Commerce and 
Industry of  the Government of  
India, issued a discussion paper on 
FDI in MBRT. This paper presented 
the recommendations of  various 
studies on this subject, the rationale 
for FDI in MBRT, the issues open 
to discussion and invited public 
comments on the issue of  permitting 
FDI in MBRT. Eventually, after a 
gap of  over two years and amidst a 
lot of  controversy, the DIPP on 20 
September 2012 issued Press Note 
No. 5 (Press Note 5) permitting 

FDI in MBRT for up to 51% under 
the government/approval route 
(i.e. subject to the prior approval 
of  the Foreign Investment and 
Promotion Board (FIPB)). This 
liberalization, however, came along 
with a set of  stringent and (at 
times) unclear conditions and thus 
failed to inspire confidence with 
industry participants. Press Note 5 
has since been incorporated in the 
Consolidated FDI Policy of  2013 
(Circular 1 of  2013) (FDI Circular), 
which supersedes all previous press 
notes released by the DIPP.

Subsequently, in response to the 
various queries and concerns 
raised by prospective investors and 
stakeholders regarding the viability 
of  FDI in MBRT, the DIPP, on 6 June 
2013, issued certain clarifications 
(Clarifications) with respect to the 
conditions specified in Press Note 5. 
Unfortunately, these Clarifications 
only added to the disappointment 
of  the prospective investors and 
stakeholders and, in effect, added 
various new restrictive conditions 
to Press Note 5. As a result, in spite 
of  FDI in MBRT being liberalized 
for nearly a year now, not even one 
application has been filed with the 
FIPB by a foreign investor! 

Taking a cue from the disappointment 
expressed by industry participants, 
the Union Cabinet and the Cabinet 
Committee on Economic Affairs, in 
a meeting held on 1 August 2013, 
decided to relax certain conditions 
and the relaxed conditions were 
notified by DIPP on 22 August 
2013 under Press Note 5 (2013 
series) (Amendments), perhaps in 
the hope of  making the FDI regime 
in MBRT look more attractive and 
practical for prospective foreign 
investors.

Many opponents’ political parties 
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mainly BJP and congress have 
strongly protested against this 
decision. According to Praveen 
Khandelwal, Secretary General of  
Confederation of  All India Traders, 
foreign investments by global giant 
retailers would lead to closure of  
small business and lakhs of  people 
will be jobless. He further added 
that it’s highly undemocratic if  
Government will form an accord 
without traders assent. These issues 
have been encircled by number of  
controversies. The predicament 
arises whether opening up of  
FDI in multi-brand retail will 
build problems or endow with 
opportunities to local retailers. 
There is no appropriate response 
and apparent views have been 
seen in the favor and against 
FDI in multi-brand. Some of  the 
controversies are listed below.
1. India do not need foreign 

retailers:
Indian economy is small with 
restricted superfluous capital and 

is already in force on budget deficit 
it’s simply not probable to back this 
expansion by domestic investors 
and Indian government, therefore 
international investments through 
FDI is mandatory which can be only 
brought in by global retailers which 
can potentially unlock domestic 
markets
2 Entry of  foreign retailers in 

multi-brand retailing will 
impact Indian agrarian 
community, entry of  retail 
giants would lead to shutting 
down of  independent stores:

Instead of  job losses, retail 
reforms are likely to bring gigantic 
advancement in the Indian jobs 
as organized retail will call for 
workforce then millions of  
additional jobs will be formed during 
the building of  and the maintence 
of  retail stores,roads,cold storage 
centers, software industry and other 
retail supporting organisations.
Walmart alone would employ 5.6 
million citizens if  it swell in India 

as much as their charisma in the 
USA and also if  the staffing level 
is reserved at the same level as in 
the US Stores. The accepted jobs 
in prospect Indian organized retail 
would total over 85 millions.
3. Foreign players may practice 

dumping, get competition 
out of  the way as they may 
become monopoly and raise 
prices 

Since 30 years, over 350 global retail 
companies like Wal-Mart, Carrefour, 
Tesco, Coop etc with annual sales 
over $ 1 billion have operated in 
several countries. Competition 
between Wal-Mart like retailers 
has set aside food prices in check. 
Country like Canada credits it’s 
near to the ground inflation rates to 
Wal-Mart outcome. Price inflation 
in such countries has been 5-10 
times lesser than price inflation in 
India. The consumer price inflation 
in Europe and US is less than 2% 
in comparison to India’s double 
digit Inflation.Anti- Trust Laws 
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and State Regulations like in Indian 
penal code have prevented Food 
Monopolies all over the world.
4. Indians will work hard and 

foreigners will reap profits
With execution of  51% FDI limit 
in Multi Brand Retailing, just 
about half  of  the returns will 
remain in India as profits will be 
subject to taxes which will trim 
down the Budget Deficit of  Indian 
Government. Eventually, retail 
companies will get returns all the 
way 
5. Will Giant Retailers be able to 

avoid Pollution in terms of  
Carbon Footprint

This question has a mix response 
as India is already reeling with 
managing environmental crisis. 
India would not be able to avoid 
polluting more with the advent of  
large scale retail chains in India 
and it would make even harder to 
meet global norms. According to 
survey, the Net GHS (Green House 
Gas) emission of  2005 of  major 
retailers Wal-Mart, Carrefour, Tesco 
collectively was about 20 million 
metric tons which is corresponding 
to the 80 most polluting countries 
in the world.

Being a controversial issue, no doubt 
Foreign Direct Investment (FDI) in 
Multi Brand Retailing is expected 
to transform the Indian Retail 
landscape in a noteworthy way. The 
global organized players would bring 
in the much needed investment that 
would incite the further growth 
of  the sector which is particularly 
important for nourishment of  some 
of  the domestic retailers which lack 
requisite resources to ride out the 
storm during an economic slump. 
The technical know-how, global 
best practices, quality standards and 
cost competitiveness brought forth 

through FDI would portend well 
for the domestic players to harvest 
the necessary support to protract 
their growth.FDI in multi-brand 
retail would in no way imperil the 
employed in the unorganized retail 
sector. On the contrary, it would 
pilot to the conception of  millions 
of  jobs as substantial infrastructure 
capabilities would be needed to 
cater to the changing lifestyle needs 
of  the urban Indian who is keen on 
allocating the disposable income. 
The numerous intermediaries would 
be restricted and the farmers would 
get to enjoy a bigger share of  the pie. 
Despite of  numerous advantages, 
this matter has been opposed by 
many political parties, small traders 
etc on certain grounds like it may 
have adverse impact on Agrarian 
Community, environmental issues, 
loss of  jobs, creation of  monopoly 
and so on. Hence, FDI in multi 
brand retailing is a conflicting and 
very sensitive matter, therefore the 
foreign retailers as well as the Indian 
government need to take rationale 
decision before implementing 
proposed reform.

Modern retail is very high-priced 
business and execution of  FDI in 
multi brand retail will be salutation 
step as it would supply much needed 
capital for the sector. Therefore, 
an essential step needs to be taken 
to thrust further growth in this 
sector. It will not only prove to be 
fruitful for the economy but also 
put together the Indian and global 
retail market. But with the altering 
trends in the Indian urban and rural 
society, there is an insistent need 
to enlarge the Indian retail sector. 
The reaction towards 100% FDI in 
Multi Brand Retailing is assembling 
velocity. the UPA government  
which was a mainstream in the 
house and it seemed   that they 

would proficiently. Be able to pass 
the bill. BJP is not in support of  
this move and in recent times, 
it has presented a report to the 
parliament recommending an 
absolute proscribe on FDI in 
Multi Brand Retailing. So, this is a 
contentious issue which should be 
set on keeping in mind the interest 
of  all the stakeholders. No doubt, 
the proposed FDI norms will open 
entry gate for global retailers for 
tactical investment who have been 
waiting to invest in India since so 
long. Therefore it is a need of  an 
hour to implement the reforms and 
policy framework related to FDI 
after considering the social, political 
and economic structure.

Retail is all about costumers 
experience and taking it to the next 
level. In these times price is no 
more the differentiator, customers 
experience has emerged as equally 
important. While retailers are doing 
everything to that will woo the 
customers. Stores are reinventing 
themselves to stay relevant and 
convenient. Retailers are not 
necessarily adopting one-size-all 
strategies. Thus success lies in the 
fact that “what can be measured can 
be managed’’ For the generation 
that works on laptops and mobile 
phones, quick turnaround time 
is utmost important. Thus, being 
present across multiple channels 
has become inevitable. The Indian 
customers today have several 
choices that they can make. The 
boundaries among cities are 
fading quickly. Infrastructure and 
connectivity are improving by the 
month and customer awareness is 
at an all-time high.

Ms. Shivani Paturkar
paturkar.shivani@gmail.com
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Central Policies and Issues of E-commerce
MEDC Research Team

The recent past has seen 
E-commerce has been 
making frequent headlines. 

E-commerce in India has been 
experiencing remarkable growth. 
It has all the advantages of  profit 
making and commercial viability 
but the policies and laws regarding 
E-commerce are not regulated 
accordingly. Legal provisions 
pertaining to foreign direct 
investment (FDI), foreign exchange 
management act (FEMA), national 
taxation laws are overlooked in India. 
FDI IN RETAIL TRADE:                                                                                            
Apart from being a critical driver 
of  economic growth, foreign direct 
investment (FDI) is a major source 
of  non-debt financial resource for 
the economic development of  India. 
Since the emergence of  liberalization 
of  Foreign Direct Investment in 
India, the Central Government has 
gradually and very cautiously glided 
around the issues of  allowing FDI in 
retail trading in India.  
FDI Policy with Regard to 
Retailing in India
It will be prudent to look into FDI 
Policy issued which provided the 
sector specific guidelines for FDI 
with regard to the conduct of  trading 
activities. The current regulatory 
status with respect to foreign 
investments in the e-commerce 
space is as follows;  
a) 100% FDI is allowed under the 

automatic route (i.e. no FIPB 
approval is required) in companies 
engaged in B2B e-commerce.

b) FDI up to 100% is permitted in 
Single Brand Retail Trading owing 
to tremendous pressure, the 
government further liberalized the 
FDI policy.

c) FDI up to 51% is permitted in Multi 
Brand Retail Trading.

Source: Department of  Industrial Policy 
and Promotion Ministry of  Commerce and 
Industry Government of  India .Consolidated 

FDI Policy (Para 6.2.16.2)  
There have been various 
liberalizations in FDI in single brand 
retail and multi brand retail and it 
was thought that FDI in e-commerce 
would also be liberalized. However, 
there continues to be restrictions in 
this space. 
These express restrictions on FDI 
in B2C businesses and has led to 
development of  market place models, 
where the online platform acts as a 
trading platform rather than a trader. 
In this case the online platform’s 
clients are various sellers who own 
the inventory of  goods and advertise 
their goods on the online platform. 
The ultimate sale of  the goods is 
completed between the third party 
seller and the end consumer.
Further, restrictions on foreign 
direct investment (FDI) in inventory 
based consumer e-Commerce have 
led to a severe capital constraint 
which has put a question mark on 
the survival of  many e-Commerce 
players. E-Commerce is a capital 
intensive business and with 
problems abounding in technology 
infrastructure, low profit margins 
and poor physical infrastructure 
(logistics and distribution), this 
industry needs regulations that are 
supportive and that provide for an 
environment conducive to growth. 
Only companies that are able to 
attract investments on a sustainable 
basis are likely to thrive in the Indian 
market.
The real and perceived benefits 
of  allowing FDI in the Indian 
retail sector such as efficiency in 
operations, creation of  jobs, growth 
of  the industry, investments in 
back-end infrastructure and overall 
contribution to economy also hold 
true for the e-Commerce industry. 
Multiple factors such as minimal 
product category overlap, the 

perishable nature of  goods sold at 
kirana stores, small transaction size 
for such goods and different target 
consumer profiles suggest that 
e-Commerce is not a threat to the 
unorganized retail sector in India. 
The much needed capital infusion, 
therefore, would need to be facilitated 
either by relaxing the existing FDI 
norms applicable to inventory 
based consumer e-Commerce or 
by encouraging domestic sources 
of  funding. The establishment of  
a well-administered yet supportive 
FDI framework requires key 
considerations around the list of  
product categories that could be 
sold by e-Commerce entities, modus 
operandi for sourcing of  products, 
treatment of  strategic and financial 
investments, minimum/ maximum 
cap on investment requirements and 
mandatory investment in backend 
infrastructure.
TAXATION:
E-commerce sector is buzzing with 
deals and sales. But when it comes 
to taxation policy, the sector does 
not sizzle, taxation on ecommerce 
activities raises several issues. The 
only spark was the Government’s 
pledge to implement the much-
delayed Goods and Service Tax 
(GST) by April, 2016 and the 
improvement associated with debit 
and credit card transactions.
The Tax Structure
Direct Tax or Income Tax levied 
on E-Commerce companies is not 
an issue as there are settled laws 
applicable uniformly for this sector. 
The only issue arising with respect 
to taxation of  income generated 
by nonresidents from e-commerce 
transactions are: a) Characterization 
of  income i.e. whether income 
earned with respect to the use or 
sale of  goods (particularly items 
such as software and electronic 
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databases), sale of  advertising space 
etc is royalty or business income 
or capital gains, and b) permanent 
establishment (PE) issues that 
may arise due to the presence of  a 
server / other electronic terminal in 
India, hosting of  websites or other 
technical equipment, etc.
However, the real challenge lies 
with the Indirect Taxes including 
VAT/CST and Service Tax. The 
Indirect Tax laws have not been able 
to identify the evolving business 
models and hence, have become a 
hindrance in the operation of  market 
place or service model. The Union 
Budget for 2015-2016 announced 
a hike in service tax from 12.36% 
to 14%, which will greatly impact 
the online buyers. It will result in 
a higher rate while shopping online.
When talking about the real 
challenges, the E-Commerce segment 
is having difficulty categorizing their 
offerings as ‘Goods’ or ‘Services’ 
for charging the Value Added Tax 
(VAT)/Central Sales Tax (CST) or 
Service Tax. 
It becomes tricky to assess whether 
the transaction is carried for sales 
of  goods including VAT/CST or 
a provision of  service associating 
the service tax. Both VAT and 
service tax exercises right over all 
digital transactions, thereby, leading 
to continual dispute and litigation 
issues.
FEMA AND PAYMENT 
MECHANISM : THE UBER 
CONTROVERSY 
Uber’s global tragedy  have come 
following it to India. Uber will have 
to change its payment mechanism in 
India as the Reserve Bank of  India 
(RBI) has declared that the process 
has breached the norms under the 
Foreign Exchange Management Act 
(FEMA).
The greatest hindrance to Uber’s 
growth in India lies in the 
methodology that it adopts for 
processing payments received from 
taxi users.  The RBI put in place a 

2-step authentication system. Under 
this system, the user is not only 
required to enter his credit card 
details i.e. the card number, expiry 
date and CVV number, but is also 
expected to complete the second 
step in the authentication process 
by entering a one-time password, 
which is sent to his/her registered 
phone number on request, to 
complete a transaction. This second 
step in the authentication process 
is what has emerged as a thorn in 
Uber’s side. Only those companies 
whose payment gateways are not 
in India can circumvent the 2-step 
requirement. For example, a person 
does not need to enter a one-
time password while shopping on 
amazon.com, even though the OTP 
has to be entered while shopping 
on Amazon.in. Although Uber’s 
payment gateways are not located in 
India because all the payments are 
processed by its operating firm called 
Uber BV located in the Netherlands, 
it still has to comply with the 2-factor 
authentication process because Uber 
pockets 20% of  the fare amount 
and 80% of  every payment that it 
receives has to be funneled back into 
India in favor of  taxi operators. 
Capital account transactions are 
not allowed under the Foreign 
Exchange Management Act. In 
addition, the kind of  transactions 
that Uber engages in do not fall 
within the ambit of  the Foreign 
Exchange Management (permissible 
Capital transactions) Regulations, 
2000 which allow for certain capital 
account transactions.
This gave Uber an unfair advantage 
over local taxi services that have 
to strictly follow the two-stage 
authentication process. The 
Association of  Radio Taxis in India 
as well as its local rivals have been 
quite vocal about this issue and have 
alleged that the company’s payment 
system is in violation of  FEMA laws 
as well.
“These entities are evading the mandate 

of  additional authentication by following 
payment models which are resulting in 
foreign exchange outflow. Such camouflaging 
and flouting of  extant instructions on 
card security... resulting in an outflow of  
foreign exchange in the settlement of  these 
transactions, is not acceptable,” RBI 
said in a circular issued. This is in 
violation with the Foreign Exchange 
Management Act (FEMA), it added.
In all, it would not be unfair to say that 
the lack of  clarity and transparency in 
terms of  how payments received by 
Uber are precisely processed coupled 
with the fact that its operating firm 
is located in the Netherlands – gives 
rise to the assumption that Uber 
adopts a fraudulent methodology for 
processing payments.
India is currently the second largest 
country for Uber after the US. Uber 
has presence in more than 10 cities 
in India in less than one year making 
it one of  the important market. New 
RBI clarification may have some 
impact on the company’s existing 
model.
However, RBI is certain that no 
company will get any relaxation 
under the FEMA Act. Thus, Uber will 
need to evolve its payment system to 
settle payment in Indian currency. 
However, it is possible to find some 
solution to meet the requirement of  
two-step authentication / validation 
process.

A BRIEF COMPARISION 
WITH OTHER COUNTRIES: 
The e-commerce sales across thirty 
retail categories for the year 2014 was 
294 billion dollars and this number 
is expected to grow more, to around 
414 billion dollars by the year 2018.
With the Internet ready to provide 
a huge list of  products and a lot of  
variety too, a potential buyer can 
easily compare the prices and the 
items to make a final choice with 
satisfaction and content. The easy 
access of  mobile data provides 
a great boost to the online sales 
in every aspect there is. And not 
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only for shopping purpose, mobile 
devices are also used highly for 
ordering food and booking modes 
of  travel.
US already has some very firm and 
established e-commerce sites like 
Amazon and Walmart and Indian 
firms need to hurry up, if  they want 
to catch up in this race of  online 
retailing. It needs to be mentioned 
here that Amazon opened shop 
in India just few years back and 
their CEO recently pumped in $2 
billion into its India operations, 
so as to wage a tough fight against 
the indigenous players like Jabong, 
Myntra, Flipkart and Snapdeal in the 
Indian e-commerce domain. However 
one major reason that is deterring 
the emergence of  a single leader is 
the diversity in the country. India 
has always been spoilt by choices. 
Diversity among customers, leads to 
diversity in demands, and to cater to 
that, diverse businesses are needed.
Retail e-commerce sales in India 
are expected to reach $17.5 billion 
(Rs. 1,05,120 crores) by 2018, from 
$5.3 billion (Rs. 31,800 crores) in 
2014, according to data analyzed by 
e-Marketer, a digital-research firm, 
but only two of  10 Internet users in 
India shop online.
India’s e-commerce market is 
intensely competitive, with US giant 
Amazon establishing its presence 
in India in 2013 and Alibaba the 
Chinese giant, planning to start selling 
by August this year. Flipkart, India’s 
largest e-commerce firm, recently 
raised $550 million (Rs. 3,300 crores) 
at a valuation of  $15 billion (Rs. 
90,000 crores).
Despite having the third-largest 
Internet user base in the world with 
200 million users at the end of  2014, 
India does not feature in the top 10 
e-commerce markets in the world, 
according to an e-Marketer report. 
The reasons centre on low Internet 
reach, slow Internet speeds outside 
the metropolitan cities and poor 
customer services.

India’s e-commerce sales in 2014 were 
$5.3 billion (Rs. 31,800 crores) - 80 
times smaller than China’s $426.26 
billion (Rs. 2,557,760 crores) and 58 
times smaller than US’ $305.6 billion 
(Rs. 1,833,900 crores).
In comparison with Japan, China and 
US, e-commerce became popular as 
early as 2002-2003. It has taken them 
about 12-13 years to reach where they 
have reached. E-commerce really 
took off  in India only in 2012-13. It 
will take India also that much time to 
reach there. 
China and the US accounted for more 
than 55 percent of  global Internet 
retail sales in 2014.China has over 
taken the US to become the world’s 
largest online retail market as its 
E-commerce revenues grossed USD 
439 million last year constituting 7 
per cent of  its GDP, according to a 
new report. 
China’s growth over the next five 
years will widen the gap between the 
two countries. China will likely exceed 
$1 trillion (Rs. 60,00,000 crores) 
in retail ecommerce sales by 2018, 
accounting for more than 40% of  the 
total worldwide.
Globally, retail sales reached $22.492 
trillion (Rs. 1,349,52,000 crores) in 
2014 but retail e-commerce sales 
stood at $1.316 trillion (Rs. 78,96,000 
crores, 5.9% of  overall retail sales).
E-commerce sales are expected to 
increase 89 percent to $2.489 trillion 
(Rs. 14,9,34,000 crores, 8.8 percent of  
overall retail sales) in 2018.
Digital-buyer penetration - a measure 
of  digital reach - is a major factor 
in determining the success of  retail 
e-commerce sales. India’s digital-
buyer penetration was quite low at 
24.4 percent in 2014 as compared to 
the global average of  41.6 percent.
The UK leads the world with 88% 
penetration. Ironically, China with 
55.2 percent and US with 74.4 percent 
penetration do not feature in the top 
five. Indian e-commerce has a long 
way to go. Source : Indo-Asian News Service

The current Indian Modi 
government also seems to be ticking 
the right boxes, as far as e-commerce 
is concerned. India has the means 
and opportunity to increase the 
profit and revenue that is generated 
through the digital media. More 
and more people are in the favor of  
buying a smartphone or a tablet and 
that ensures a great future for India 
in the field of  digital economy.

Conclusion
The rapid pace of  growth of  
the e-commerce industry is not 
only indicative of  the increasing 
acceptance of  the public but has 
also brought to the fore the issues 
that the legal system of  the country 
has been faced with. From the initial 
years when internet was a new 
phenomenon to recent times where 
internet has become a basic necessity 
for every household in most 
metropolitan cities, the e-commerce 
industry has come a long way. 
The legal system and policies has 
constantly tried to catch, to deal 
with a host of  issues emerging from 
the use of  internet. Moreover the 
FDI, FEMA and Taxation issues in 
e-commerce transactions have taken 
a new form with users finding loop 
holes to not only easily duplicate 
material but also mislead other users. 
Hence, much more is needed to 
effectively regulate the tangled web. 
Therefore an in-depth understanding 
of  the legal regime and the possible 
issues that an e-commerce business 
would face coupled with effective 
risk management strategies has been 
the need of  the hour for e-commerce 
businesses to thrive in this industry. 
Favorable regulatory environment 
would be key towards unleashing the 
potential of  E-Commerce.

Ms. Prachi Dosani
prachidosani06@gmail.com 



Maharashtra Economic Development Council, Monthly Economic Digest 
22  November  2015

States Approach to E-Commerce Policies
MEDC Research Team

Electronic Commerce which 
is commonly termed as 
E-Commerce is an industry 

in the trade i.e.  Buying and selling of  
products happens over the internet.  
E-Commerce has become an integral 
part of  everyday life. Accessibility 
to E-Commerce platforms is not a 
privilege but rather a necessity in the 
urban areas. There are alternative 
E-Commerce platforms available 
(instead of  the traditional physical 
platforms) for almost every aspect 
of  our lives starting from purchasing 
every day household items to online 
brokerage. 
If  we see back years the access to 
internet is only through computers 
and that’s the only option available 
but now, mobile, laptop, notebook, 
tablets, Smartphone’s have come up 
to access internet. This change in 
culture keeps attracting more and 
more people in and slowly people 
started to heavily rely on the internet 
for their day to day needs 
Government has approved projects 
for providing broad band connectivity 
to the local and village level 
government bodies (i.e., the gram 
panchayats). The government plan is 
to enable broad band connectivity at 
the rural level. Thus will further boost 
E-Commerce in India.
MAHARASHTRA
The state of  Maharashtra is on the 
way to become the first state in 
India to come out with its own retail 
policy.
The policy which will cover 
establishments from kirana shops 
to malls and even the burgeoning 
E-Commerce  sector , it will focus 
on ease of  doing business by 

reducing the license , Permissions 
and the time taken to obtain them 
, increasing business timings and 
even establish designated ‘Retailing 
Zones ‘  in cities . It will also moot 
creation of  warehouses to supply to 
the retail chain , as well allow women 
to work on night shifts and hoarding 
by shops and establishments and 
promote the sector which is being 
fuelled by the aspiration demand 
of  the emerging middle class . The 
Retail sector has a mass employment 
generation potential, even for those 
who are less educated.
According to the Investment and 
technology promotion division of  
the ministry of  external affairs. 
Government of  India, the retail 
sector accounts for over 10% of  
the country’s GDP and around 8% 
of  the employment in India. The 
country is today the fifth largest 
global destination in the world for 
retail. 
In Retailers Association of  India’s 
report titled “Retrospect , reinvest 
, rewrite ‘’  has stated that India’s 
retail market is expected to double 
to US $ 1 trillion by 2020 from 
US $ 600 billion in 2015 driven by 
income growth , urbanisation . The 
division says that with the growth in 
the retail industry, a corresponding 
demand for real estate is also being 
created and the growth in the online 
mode of  retail is also creating 
tremendous growth opportunity 
for domestic and international retail 
companies. India is expected to 
become the world’s fastest growing 
E-Commerce market and grow from 
US $2.9 billion in 2013 to over US $ 
100 billion by 2020.

As the policy emphasizes on  human 
resource development and skill 
development for the industry as 
these would collaborate with the 
Retailers Associations of  India and 
other local as well , to understand 
their resource requirements. So that 
appropriate manpower would be 
created for retail enterprises. 
The policy says, “lack of  
employment‘’ in other sectors 
is one of  the major reasons for 
unemployment in India. Thus the 
retail enterprise is most suitable 
for creating employment for tribal 
and rural youths. It has targeted at 
training one lakh youth. A provision 
of  Rs. 10 crore will be made 
available for skill development and 
the allocation of  funds will be done 
on a year to year basis. 
POLICY OF THE STATE
Maharashtra Government, on 
Thursday, released draft of  the 
Retail Trade Policy2015 becoming 
the first state to do so. The draft 
policy defines retailer, multibrand 
retail or supermarket, and single 
brand retailer, and also covers direct 
selling as well as sale of  goods 
through ecommerce, television, 
mobile phone or tablet, and other 
new age platforms. The draft will 
become full-fledged policy once 
approved, and it will be applicable 
for five years. 
The policy has been drafted with 
a vision to boost State’s economic 
competitiveness by promoting and 
facilitating world-class logistics 
and warehouse chain, minimising 
wastage and transaction cost within 
retail enterprise, and giving the best 
value for money to consumer while 
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maximising returns to producers, 
farmers, and small and medium 
enterprises. It also aims at making 
Maharashtra the most favoured 
‘economic magnet’ within the 
country and across the globe. The 
draft policy has been prepared 
to further accelerate investment 
flow to underdeveloped regions 
of  Maharashtra. Sources said 
that this particular clause may 
benefit Vidarbha, which has seen a 
tremendous rise in retail trade with 
multibrand retailers or supermarkets 
already available in the region. 
Further, the sale of  goods through 
ecommerce and other new age 
platforms like mobile and tablet is 
picking up very fast in the region. 
It has been mentioned in the policy 
draft that it aims at creating more 
employment opportunities and to 
educate youth, especially in rural 
areas to take part in retail trade.
Mr. Apurva Chandra, Principal 
Secretary (Industries), Government 
of  Maharashtra, told ‘The Hitavada’ 
that the draft was prepared after 
giving much thought to rise of  retail 
segment in Maharashtra through 
various platforms. “It will boost 
economic activity in the State.
As per the draft, we are offering 
relaxations, exemptions, and 
cooperation to retail investors and 
the proposed policy does not involve 
any financial burden on State,” he 
said. Among the relaxations are 
exemption to retail enterprises from 
maintaining physical records for 
attendance and salary, and these shall 
have an option for self-certification 
and filing of  consolidated annual 
returns under 13 laws administered 
by Labour Department. Interestingly, 
the option to employ housewives 
and students on part-time basis has 
been considered while preparing 
draft of  the policy. As a result, the 

minimum ‘per hour wage rate’ shall 
be determined proportionately in 
accordance with minimum monthly/
daily wage rate specified under the 
Minimum Wages Act. The part-
time workers shall be exempted 
from other laws. However, the draft 
makes it clear that a retail unit cannot 
engage more than 25 per cent of  its 
employees as part-time employees. 
The policy takes care of  training to 
youths and has set eyes on training 
one lakh youths over a period of  
five years. For the purpose, Skill 
Development Department shall 
make an initial provision of  Rs 10 
crore. Targets and allocation of  
funds shall be done on year to year 
basis, later on. State Government 
has spelt out that it shall come out 
with a notification rationalising 
the ‘onus/actions/fines’ for 
noncompliance of  provisions of  
the Legal Metrology Act, 2009, 
and rules made there under, to be 
taken against manufacturer, packer, 
importer or wholesaler/retailer. In 
such cases, wholesaler/retail dealer 
will be made a party or witness to 
establish case against manufacturer, 
packer, and importer. The policy 
draft also states that different outlets 
of  single brand retail organisation 
for the same offence, and only 
the store should be held liable for 
noncompliance of  norms.
KARNATAKA
Karnataka government will not relax 
the (VAT) for any E-Commerce firm 
or company or online market place 
.Strict compliance measures initiated 
by the commercial tax department, 
it have been proved beneficial as 
many E-Commerce companies have 
started paying taxes.
The state government has said that 
it will examine all allegations of  tax 
evasion by E-Commerce companies 
which caused  the state loss of  INR 

2000 crore and will take strict action 
against E-Commerce firms that are 
found violating tax . 
The commercial tax department has 
initiated strict measures after the 
‘’Amazon India controversy ‘’
Amazon had let out retail space to 
member retailers at a fulfilment 
centre, a breach of  state VAT laws, 
Karnataka government had said (75 
retailers on the Amazon platform 
had been issued notices)
Hence, Amazon attracted the 
attention of  Karnataka tax authority 
when it was found that the company 
was not paying (VAT) for the 
transactions on its online platform 
saying it was not doing business 
directly. It asked department to 
collect (VAT) from sellers directly. 
After that, the department had 
stopped issuing fresh registrations 
to new dealers for doing transactions 
on AMAZON’s E-Commerce 
platform.
The  state government had issued 
tax notices to many online market 
places , including Flipkart , Amazon 
India and myntra  , whereas Flipkart 
has paid tax of  Rs 226 crore  alone 
the government has stated that no 
transaction should happen without  
VAT payment ,  while E –Commerce 
is  active in the state through 
registered vendor and the vendor’s 
pay tax of  (14.5 -15.5) per cent , but 
not E-Commerce companies as they 
claim to be mere facilitators .
At present, state government has 
classified all E-Commerce businesses 
under the (Sec 8) and also as per the 
definition of  a dealer under section 
2(12) of  the Karnataka Value Added 
Tax Act, 2003 
Section (8) defines that every person 
who for any agreed commission or 
brokerage, buy and sells on behalf  
of  any principle who is resident of  
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the state shall be liable to tax.
Sec 2(12)  A dealer means any 
person who carries on the business 
of  buying and selling , supplying 
or distributing goods , directly or 
otherwise for cash or for deferred 
payment or commission . 
Karnataka government proposes 
new levy on E-Commerce firms 1 
per cent VAT, TDS on all payments 
to sellers. 
If  put in place, E-Commerce  
companies will have to deduct 1 per 
cent of  payments made to vendors 
before passing the money  on , 
making goods costlier for consumer 
. The state say the levy will help keep 
tabs on the revenue of  sellers; most 
E-Commerce sites are structured as 
market places that facilitate trade 
between buyers and sellers to stay in 
compliance with overseas investment 
rules. India does not permits foreign 
investment in business to consumer 
(B2C) ventures. With E-Commerce 
growing at a rapid pace in the 
country, state government do not 
want to lose on revenue.
Market place firms have argued that 
they only facilitate sales and are not 
sellers themselves so they shouldn’t 
be dragged into the tax net. 
GUJARAT  
The GUJARAT government 
wants to find out, if  there exist 
any loopholes in the tax structure 
which is benefiting the E-Commerce 
portals in Gujarat, especially those 
selling articles at low prices. 
Hence, we need to find out if  there 
exists a difference in taxes paid by 
traders against taxes paid by portal 
owners. So as to protect the retailers 
and local traders in Gujarat, who are 
wary about their existence after a 
range of  E-Commerce portals have 
started selling goods at “predatory 
prices”.

Flipkart massive discount sale 
that ranked in Rs 600 crore in a 
single day resorted to unfair trade 
practices selling goods at low 
prices. Local traders are up in arms 
against E-Commerce portals for 
eating into their business due to 
attraction among consumers to 
purchase online as they offer huge 
discounts. As these online portals 
lures the customers by offering huge 
discounts and special schemes. 
One such step taken by FITAG 
AGAINST E-Commerce was 
Gujarat Bandh. The aim of  the 
shutdown was to show strength of  
retailers in Gujarat. 
PUNJAB
 The state government of  PUNJAB 
has ordered E-Commerce sites to 
submit the details of  the products 
that they have sold to people in the 
state.
As when Punjab excise and taxation 
department had conducted the 
survey to calculate the revenue loss 
of  the state due to online shopping. 
The loss estimated to crores of  
rupees annually.
State officials would ask these 
E-commerce sites to set up 
warehouse in the states. So that they 
can levy taxes on the same and earn 
from there as there online sellers pay 
taxes to the state only where they are 
based. 
Presently, the E-Commerce retailers 
have to pay central service tax, VAT 
and also various taxes based on 
different items that they sell. These 
taxes are paid in different centres 
and this created an inconvenient 
process for the retailers. As this 
has become a big problem for E –
Commerce companies that operate 
at a bigger scale and need to sell 
products across states in India on a 
daily basis. 

 Both offline and online merchants 
have been demanding the 
introduction of  GST goods and 
service tax. Once the merchant pay 
GST the adequate tax is paid to 
the each state by the centre. The 
GST once introduced will reduce 
the prices of  products as the tax 
is charged on the value addition at 
each stage rather than on the value 
of  the product sold.
GST will amount to 15% to 20% 
of  the price of  the product, but still 
that will be less than the tax that 
retailers need to pay. 
Laws regulating E-Commerce in 
India are still evolving and lack clarity. 
Favourable regulatory environment 
would be key towards unleashing 
the potential of  E-Commerce and 
help in efficiency in operations, 
creation of  jobs, growth of  the 
industry, and investments in back-
end infrastructure. Furthermore, the 
interpretation of  complex inter-state 
taxation rules make E-Commerce 
operations difficult to manage 
and to stay compliant to the laws. 
With the wide variety of  audience 
the E-Commerce companies cater 
to, compliance becomes a serious 
concern. Companies will need 
to have strong anti-corruption 
programs for sourcing and vendor 
management, as well as robust 
compliance frameworks. It is 
important for the E-Commerce 
companies to keep a check at every 
stage and adhere to the relevant laws, 
so as to avoid fines.
JOB CREATION 
As domestic e-retails major such as 
Amazon India and Flipkart expand 
their business aggressively hiring 
activities are expected to grow by 
30% in the sector and may help 
create up to 50,000 jobs in the next 
2-3 years.
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Filpkart plans to generate around 2 
million jobs through its market place 
“Rapid development of  e-commerce 
ecosystem will generate around 
2 million direct and indirect jobs 
across country in 2015 as against 
500,000 jobs it created in 2014.
As companies market place has 
opened up opportunities in 
metro cities about 60 per cent of  
employment. Cities like Jaipur in 
Rajasthan and Baroda in Gujarat, 
which have become ancillary 
industry hubs for cataloguing and 
packaging, will generate more jobs 
opportunities in the coming years.
Logistics and warehousing segments 
in the ecosystem would be major 
employment generators. Sellers of  
home products, apparels, mobile 
accessories and small appliance will 
generate maximum jobs and as each 
of  them has potential to employ 20-
25 people. 
E-Commerce also empowers 
artisans and entrepreneurs to 
explore the e-platform to expand 
and grow their business. As the 
business of  local artisans increase, 
demand for manpower will also 
increase. With small and medium 
enterprises (SME’s) adopting online 
model, support services industry will 
witness a 30-40 per cent employment 
creation in logistics and warehousing. 
E-Commerce emerges as one of  
the key drivers of  the economy its 
support, facilities like merchandising, 
buying, packaging, cataloguing have 
generated over 75,000 jobs in the last 
12 months. 
KIRANA OPPOSITION
The retail trade comprises of  all 
kinds of  people and formats – from 
street vendors to departmental 
Stores of  various types, shapes and 
characteristics.
More than 125 lakh kirana stores 

provides a source of  livelihood to 
16 crore people. Retail trade has 
grown faster than economy , more 
than 80% of  trade is accounted for 
by partnership and proprietorship 
firms – often called  ‘ organised 
sector ‘. The store owner knows the 
taste and preference of  the people, 
but there business is classified as 
‘unorganised’. By the experts and 
national income data. 
The retail trade suffers from two 
major handicaps one is the non-
availability of  trade at reasonable 
rates from institutions, the other 
is the bribe one has to pay to the 
government babus to leave him 
in peace.  The sooner we have a 
ministry of  retail trade to protect, 
preserve and enhance the capabilities 
of  our kirana stores the better for 
the Indian economy.
Humans tend  to change their habits 
for goods and same applies to a 
consumer  for an average consumer 
nothing but sophistication and price 
matters and if  internet can provide 
them than they would spare no 
second thought in breaking their 
long time loyalty to bricks and mortar 
stores . We can observe shift in India 
as well now readers in India tends to 
buy books from the comfort of  their 
couch, killing the business of  small 
book sellers and this applies to other 
domains also such as electronics, 
apparels, appliances ,food etc.
FDI Retail policy under the new 
government will have more impact 
on inflation and welfare of  the rural 
India than any other single 
policy.
This policy could achieve 
five critical goals in India:-
• Increase the income of  

farmers by increasing 
investments into food- 
chain logistics that the 
large global grocery 

stores and hyper markets would 
bring to India, raising farm 
productivity reducing spoilage, 
wastage and curbing food 
inflation.

• Protect the interest of  12 million 
kirana stores that are , in many 
ways the backbone of  rural 
economy 

• Protect the even larger number 
of  street vendors as defined by 
the “street vendors” (protection 
livelihood and regulation of  
Street Vending Act).There are 
estimated 35-50 million such 
hawkers and vendor’s who make 
a subsistence living and are 
literally the last mile to connect 
with consumer.

• Ensure all Indian consumer 
access to the widest variety of  
good at the lowest possible prices. 
This can also create windows 
of  whole sale opportunity for 
reselling profitably of  kirana 
store and street vendors.

CONTRIBUTION OF THE 
STATE TO E-COMMERCE 
GROWTH 

Through the per cent of  total orders 
it reveals that, South India Buys 
More than the North
The 4 metros in the country are also 
the top 4 spenders in the country. 
And from this, you can see that the 
top amongst these is South India 
(Bangalore, Hyderabad and Chennai) 
as compared to the North.

Table: 1 : % of Total Orders in Major States

No. City State % of total 
orders

1 Bangalore Karnataka 14.12%

2 Mumbai Maharashtra 6.98%

3 Hyderabad Andhra Pradesh 5.73%

4 Chennai Tamil Nadu 4.12%
Source: Browntape
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Contribution to overall 
e-commerce sales is as below:

According to eBay’s statistics, West 
India has the most active sellers at 
46%, followed by North India at 
28%.
Kolkata, the remaining metropolitan, 
was not in the top 10 and accounted 
to only about 1.32% of  the total 
orders
Contribution to E-COMMERCE 
growth, nationally with larger 
markets for state entities 
Internet has changed the way people 
buy and sell goods and services. 
Online retail or E-Commerce 
is transforming the shopping 
experience of  customers. The sector 
has seen unprecedented growth 
especially in the coming years the 
adoption of  technology is enabling 
the E-Commerce sector to be 
reachable and efficient. Devices 
like smart phones, tablets and 
technologies like 3G, 2G, Wi-Fi and 
high speed broadband is helping 
to increase the number of  online 
customers. Banks and other players 
in E-Commerce are providing a 
secured online platform to pay 
effortlessly via payments gateways. 

The growth of  the E-Commerce 
industries over the years is definitely 

undisputable, at the same time 
it is important to understand 
the success of  E-Commerce 
industries.
The home grown industries 
have shown tremendous 
growth and attracted some big 
investors. 
FLIPKART 
Is the largest e-tailer in India 
with a valuation of  about 
$11billion and trying to raise 
fund to compete with Amazon 
and Alibaba, Snapdeal is 
another homegrown player 
with valuation of  $5 billion. 
The big retailers are trying to 
complement the traditional 

retailing with big e-tailers. The 
partnership between snapdeal 
and croma, Amazon and future 
group owned big bazaar is no 
more a partnership between two 
retailers. It has extended to vender 
and technology partners offering 
technology and logistics services.
Two Indian biggest E-Commerce 
companies’ flipkart and myntra 
have merged to create an entity with 
annualized sales of  $1.5 billion, the 
analysis estimated that myntra has 
been valued at about Rs 2,000 crore. 
This is the biggest M&A deal in 
India’s E-Commerce industry. 
Reliance retail is planning to launch 
its E-Commerce website seeking to 
attract people from online retailers. 
Reliance market operates 32 stores 
across the country and has 1.2million 
registered members. Reliance market 
would remain a priority for network 
expansion as it continues to empower 
the kirana’s and help the farmers and 
small manufacturer’s to benefit from 
the modern distribution system. 
• Reliance trends – Their fashion 

& lifestyle stores has a presence 
on twitter, Facebook, and has a 
YouTube channel.

• Reliance digital – For 
electronics goods has 250 
stores. The company launched 
the digital express, mini format, 
which focuses on mobile and 
communication devices. It 
competes with the croma for 
infinite retail, a part of  Tata 
group. 

• Reliance retail , the retail business 
from reliance industries , which 
operates 1691 stores 146 cities 
& claims to cater to 3.5million 
customers every week ., is 
planning to go online .

Reliance intends to expand to a 
newer geographies. 

IRCTC
Indian railways website with over 
15 million unique visitors a month 
is among the most visited websites 
in the country. IRCTC, which 
accounts for almost 40% of  India’s 
online travel, makes 60% of  its 
profit from commissions on ticket 
sale. The growth of  E-Commerce 
industry over the last few years 
definitely undisputable, at the same 
time. It is important to understand 
the success of  E-Commerce in 
certain specific industries. The travel 
industry accounts for nearly three 
–fourths of  the E-Commerce that 
takes place online (approximately 
71% and e-tailing taking the second 
spot with a small share of  16%).
In fact, E-Commerce has radically 
changed the travel industry to the 
extent that making travel plans is 
just a click away as is evident from 
the increasing number of  users of  
IRCTC, i.e., the website for booking 
tickets for Indian Railways.

INDIAN POST 
The Indian government ambitious 
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digital India project and the 
modernisation of  Indian post will 
also affect the E-Commerce sector, 
for Indian post, the government 
is keen to develop its distribution 
channel and other E-Commerce 
related services as a major revenue 
model going ahead especially when 
Indian post transacted business 
worth 280 crore INR in the cash on 
delivery (COD). Segment for firms 
such as flipkart, snapdeal, amazon. 
These projects will have significant 
impact on increasing the reach of  
E-Commerce players to generally 
non – serviceable areas, thereby 
boosting growth.
India’s largest online  retailers , 
flipkart is collaborating with the 
famed Dabbawallas , literally lunch 
box carrier, are a century old network 
of  5000 men’s , who transport 
about 1,50,000 piping hot lunches 
from their workplaces , this low 
tech , inexpensive system will now 
deliver E-Commerce packages .The  
Dabbawalas will collect the boxes 
from flipkart  distribution centres 
and service the same neighbourhood 
from where they collect lunches . All 
tracking will initially be paper based. 
Indian post –The country has the 
largest postal network in the world 
with 4,60,000 employees, working 
in 1,55,000 post offices , 90% of  
which are located in rural India , 
now the state owned Indian post has 
collaborated with E-Commerce firms 
like snapdeal packages to shoppers in 
the remotest corner’s. India post is 
targeting about $1 billion in revenues, 
a tenfold increase from now, in the 
next two years, it has begun training 
its postmen in tasks, such as card 
payments and handling same day 
shipments and opened 60 fulfilment 
centres, or warehouses.

TATA GROUP   
Is eyeing the country’s E-Commerce 

business. To be sure, Tata already 
operates an E-Commerce site for its 
consumer’s electronic business croma, 
but the marketplace model will allow 
any vendor to sell on the platform, 
similar to what amazon or flipkart 
do in India E-Commerce market 
places make money by charging fee 
or commission from merchants using 
them. TATA bricks and mortar retail 
units including croma , star bazaar 
,  Westside will also sell an platform 
.Tata will start the process by hiring 
people as well enrolling vendors for 
its market place .

BENEFITS OF E-COMMERCE 
Technology revolution in India has 
been Connectivity, millions of  people 
who had no access to information 
to what is happening in the country. 
Now technology has helped to solve 
the issues, farmers know their crop 
prices. Consumers can understand 
service quality and standards of  
product .Rural India is recognising the 
differences between the opportunities 
available to them and their urban 
counter parts – connectivity through 
internet has empowered Indians. 
e-commerce is a true business 
opportunity where large companies 
can expand their market and reduce 
their marketing and production 
cost, small companies can square 
off  against larger ones, experiment 
with new marketing techniques and 
launch new products. Traditional 
activities such as agriculture and 
craft can also use it to boost their 
sales. But benefits to e-commerce 
do not accrue automatically and this 
form of  trading also raises challenges 
for some existing players. With the 
entrance of  competitors offering 
new product features and customer 
services, e-commerce redefines the 
marketplace. For example : traditional 
“brick and mortar” stores increasingly 
need to adapt to enhanced price 

transparency and competition by 
providing new online sales channels 
,building complementary skills and 
revising their business strategies the 
transition to online sales is not an 
easy task and even leading retailers 
have to wrestle with this challenge.  
Furthermore, e-commerce players 
are expanding their business, which 
generate online sales, which will 
create new jobs to satisfy increasing 
demand along with new occupations 
to ensure the smooth operation of  the 
e-business component of  companies.

CONCLUSION 
As the digital economy expands, it is 
important to consider policies that 
can help to harness E-Commerce 
for sustainable development.Ess-
Commerce is dynamic and is coming 
up with new business model at a fast 
pace. It is essential that tax laws could 
keep pace meeting the challenges of  
such models to ensure appropriate 
taxation. The government should 
come up with appropriate tax laws 
and the issues faced could be resolved. 
The introduction of  the goods and 
services tax (GST) may be big positive 
step for the E-Commerce industry 
with no tax laws in place. GST will 
resolve many supply chain issues 
which impact E-Commerce sector.  
It will also solve the logistics and 
taxation issues of  the E-Commerce 
companies. As the E-Commerce 
sector has lot of  potential for growth 
of  the country .It is creating new 
job opportunities and also helping 
local traders to promote their goods 
and services through E-Commerce 
platform at national level, thereby 
contributing on overall economic 
development.

Ms. Naina Singh
singh.naina1512@gmail.com
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Payment Revolution in E-Commerce
MEDC Research Team

Keeping up with the revolution 
in payment industry :
Internet plays a significant role in 
boosting e-commerce activities 
ranging from millions of  online 
transactions and communications. 
It has changed the way we search for 
information and shop for products. 
The line between browsing and 
buying online and offline is blurring 
today as technology is playing a 
catalyst in converting every physical 
touch point for consumers into 
digital.  With the adoption of  
information technology, millions of  
people have started using internet 
enabled devices for their transaction 
activities. Most people enjoy online 
transactions for various activities 
like online shopping, online bill 
payment and online banking. This 
has transformed many industries 
ranging from entertainment and 
travel to advertising and retail.
E-Commerce is not just a channel, 
it’s a window that enables you 
to shop anywhere. The entire 
e-commerce market has increased 
over 400% in the last five years.  
Most of  the e-commerce sites 
facilitate consumers with easy and 
wide range of  options and provides 
them new opportunities and added 
convenience to compare prices and 
products online. This attracts most 
of  the consumers to prefer online 
shopping.
The world of  online banking is 
also growing incredibly among 
the internet users as they get the 
freedom to bank at their own 
convenience and much faster than 
regular bank transactions. It enables 
the users to manage their financial 
life much easily and facilitate them 
to access banking facilities and 
information from anywhere. The 
online bill payment has also grown 

extremely for paying bills such as 
electricity bills, telephone bills, gas 
bills, credit card bills and insurance 
premiums.
The adoption of  internet 
transactions is increasing rapidly day 
by day. People have started managing 
their bills and assets online to gain 
control of  safety, time, and finances. 
Thus e-commerce has emerged as a 
“new sun rise industry”.

Payments on the go
The payment industry is 
experiencing a vast transformation 
keeping in mind the consumer 
needs. In anticipation of  the online 
payment explosion, the market 
is being flooded with new start- 
ups which offer varying levels 
of  payment compatibility. The 
evolution of  payments from cash 
to credit cards to virtual currencies 
is showing a growing number of  
businesses with new technology 
entering the ecosystem. 
Since the inception of  VISA in 
1958, as of  January 2015 its market 
cap is in excess of  160 billion $. 
Following its footprints Interbank 
Card Association (now Master Card 
worldwide) and numerous other 
credit cards were introduced.
E-commerce became possible in 
1991 when the internet was opened 
to commercial use. Since that date 
lakhs of  businesses have taken up 
residence at web sites.
Global online payment platform 
PayPal founded in 1998 enables 
anyone with an e-mail address to 
send and receive online payments 
safely, easily and quickly. It is now 
available in over 100 markets for 
transactions in 25 international 
currencies. 
Mobile payment was first introduced 

in 1997 where customers could send 
a text message to select vending 
machines to purchase their drinks. 
Today the types of  mobile payments 
used are as follows-
• In-app payments (Starbucks, 

CVS, Groupon)
• Mobile point of  sale (MPOs)  

(shopping centers, mobile 
kiosks)

• Online payment services (PayPal, 
Amazon, Flipkart)

• Mobile P2P payments (Pay TM, 
Pockets, Pay U)

• NFC payments (Apple pay, 
Samsung pay, Google wallet)

Bitcoin founded in 2009 is the first 
example of  growing category of  
money known as Cryptocurrency. It 
is a form of  digital currency created 
and held electronically. 

Indian context
India is among the most cash 
intensive economies in the world, 
with a cash to GDP ratio of  12%. 
The use of  digital and electronic 
payments in India is very low. Only 
10 to 15% of  smartphone owners 
use digital payments. India has over 
800 million adults but barely 35-40 
million of  them make payments 
online. About 210 million Indian 
households have bank accounts and 
of  them 2-3 million people have 
debit cards. Even among those only 
10% are used online, remaining are 
never operated or activated and are 
only used as ATM cards to withdraw 
cash. It is convenient but India’s 
obsession with cash threatens to 
stifle growth in the world’s ninth 
largest economy. E-commerce 
services that are blossoming in the 
west won’t get traction here unless 
consumers have a quick and easy 
way to do business over the internet.
E-commerce being a growing 
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concept in India, a good number of  
Indian online stores still incorporate 
the use of  cash on delivery (COD) 
as a medium of  payment. It is the 
most popular mode of  payment 
among buyers.

5 Reasons Why COD is Popular 
in India
1. Lack of  Payment Alternatives
Most of  India’s population either 
does not have a Debit or Credit 
card and the ones that do use it 
to withdraw cash from ATMs but 
not for making payments online. 
Therefore COD is one means where 
a seller can reach out to buyers even 
if  they don’t have means to make an 
online payment.
2. Product Condition and Satisfaction
There have been so many cases 
where people order something but 
get something else. It makes the 
process of  online shopping very 
painful. If  you have paid online, 
you’ll have to initiate refunds which 
again takes some time. Moreover, 
Indians prefer to physically look, 
feel and touch something that they 
buy. In such cases, COD comes as 
a good option for buyers to actually 
check the product before paying for 
it.
3. Competition
With so many ecommerce 
companies coming up, COD is a 
great way to have an upper hand 
over competition. Essentially it’s the 
difference between life and death 
for many of  the small businesses.
4. Scam Scare!
The trust for online shopping and 
ecommerce has been increasing in 
India but many still fear of  being 
scammed by malicious sellers while 
shopping online.
5. Indian Nature
Indians love to have the ability to 
see, feel and touch things that they 
are going to buy. People have similar 
expectations when they buy online 

as well. If  it wasn’t for COD, people 
would still walk in to a store so as to 
meet this criteria.
Thus, COD is very beneficial for 
customers, but it has both negative 
and positive effects on sellers.

Pros for Sellers
1. Great Marketing Stunt– Sellers know 
that Indians have extreme preference 
for COD and are now using that as 
way of  making themselves popular 
within the Indian market. Statistics 
reveal that online stores that provide 
COD have more customers than 
those that don’t. So, it is a great way 
to market yourself.
2. Gain Trust – Indians have 
more trust for those ecommerce 
companies that offer the option of  
COD. Sellers also get the option to 
impress their customers and gain 
trust in return. This helps them 
build a good relationship with their 
customers.
Cons for Sellers
1. Fear of  Return – COD also comes 
as a loss for sellers. Customers 
suddenly change their mind and do 
not want to purchase the product 
anymore.  The seller would have 
already shipped the item and the 
customer would cancel when the 
order is at their door. In such 
cases, sellers face losses because of  
costs incurred during the logistic 
operations.
2. Fear of  Theft – The agents handling 
delivery usually have a lot of  cash to 
handle. A lot of  security and legal 
formalities have to be done to insure 
themselves from theft.
3. Time Taking – If  you use third party 
services for COD, the realization of  
money takes a lot of  time. There will 
be several processes that will have 
to be done which delays the money 
actually reflecting in your company 
accounts.
There are many who are working to 
find an alternative to COD so that 
it can be beneficial to both buyers 

and sellers. But at the moment, there 
is no other payment option that is 
readily accepted or preferred by 
the Indian people like COD.  Some 
incentives to make online payments 
must be encouraged so that people 
use online payment methods. 
Eventually, their fear will reduce and 
more people will be encouraged to 
use online payment options.

Current scenario
Now the internet has become a 
viable source to do many things 
including transactions pertaining to 
payments. Payments on electronic 
media have increased because of  the 
excessive growth in E-tailing sites, 
online travel sites, accommodation 
in hotels and resorts, financial 
services for paying fees, rents etc. 
With better security measures and 
multiple online payment channels 
in India, cashless transactions have 
seen an ultimate leap surpassing 
the paper based transactions. 
Consumers can now purchase 
products at discounted rates at the 
realm of  their homes.
Today over 50% of  the transactions 
are placed through mobile apps 
which has built customers loyalty 
for various brands. This has also 
attracted customers from small cities 
where people have limited access to 
brands. The free and quick shipment 
and wider choice of  products along 
with the ease of  shopping online 
is helping E-commerce gather 
momentum. Newer products such 
as grocery, hygiene and healthcare 
are also being purchased online. 
The massive adoption of  plastic 
money and internet have been 
driving the digital payment industries 
for last few years. With online fund 
transfer or virtual payment system, 
people can send or receive payments 
instantly at the touch of  a button 
rather than visiting banks.
The research shows that mobile 
based transactions have gained 
popularity in India and have 

Cover Story



Maharashtra Economic Development Council, Monthly Economic Digest 
30  November  2015

Factors driving the growth of payments in India

Source :  EY analysis

become an integral part of  the 
consumer’s life. More than half  
of  the consumers in India indulge 
in maximum mobile purchases 
for entertainment services such 
as cinema, theatre shows, DVD’s, 
sport games followed by music 
downloads. Other ley purchases 
includes clothes, footwear and 
books. As the smartphone sales 
continue to surge by 51% every 3 
months, the m-commerce market 
may grow by 55% from its present 
size of  $2 billion to $19 billion by 
2019.
Banks, payment service companies, 
telecom service providers and 
retail establishments are therefore 
looking at the mobile phone as a 
source of  revenue by facilitating the 
convenience of  effective non cash 

payments. Flipkart recently made 
it clear that it is a “mobile-first” 
company. Its rival Snap deal too is 
planning mobile commerce at the 
center of  its strategy.
9 out of  10 consumers are looking 
for more mobile interactions with 
banks, telecoms, retailers, utilities 
and other businesses which stressed 
on increased internet penetration in 
the country driving nearly 2/3 of  
the consumers to access internet on 
mobiles at least ones a day. 

Taking off  in 2015
During the dawn of  e-commerce 
industry in India, people were not 
comfortable using their credit/
debit cards data online for payment 
and were often shying away from 
purchasing online. But now it is 
expected that India would have 

more than 300 million internet 
access points. This growth is likely 
to be fueled by the growth in 
smartphone and tablet usage aided 
by the availability of  cost effective 
devices. 
With the entry of  e-commerce 
behemoths such as Amazon and 
Alibaba, the competition is expected 
to intensify further. Their strong 
domain knowledge and best practices 
from their international experiences 
give them an additional edge. Thus 
the Indian companies like Snap deal 
and Flipkart are aiming to continue 
their focus on expanding sellers, 
innovating on multiple customers 
touch points and providing seamless 
and rapid delivery services in order 
to compete with these international 
agencies. From a start-up with an 
investment of  just 400,000 RS, 
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Flipkart has grown into a $100 
million revenue online retail giant in 
just five years in India.
With the new government elected, 
business confidence has significantly 
improved. Investors are aggressively 
funding e-commerce sector due to 
strong growth prospects. Apart 
from the traditional online formats 
of  retail and lifestyle newer 
online business segments such as 
classifieds, real estate, grocery and 
healthcare are also been tapped. 
The new initiative of  the PM 
titled “DIGITAL INDIA” is an 
opportunity for us to step up and 
transform from the symbolic 
elephant to the lion roaring. It is an 
ambitious project with objectives 
like large scale financial inclusion 
of  the rural and the unbanked, easy 
access to payments for the common 
man and the reckoning of  India as 
truly digitally progressive. But to 
make this vision success it is the 
responsibility of  each industry to 
play its part, and so it is with the 
payment industry. Their sole aim 
must be to aid payment facilities 
to the newly tech enabled and the 
unbanked must be equipped and 
oriented to digital payments.  
One step forward is the “JAN DHAN 
YOJNA” that aims at providing 
bank accounts to all by 2019. PM 
Modi also has a vision of  broadband 
highways across India, connecting 
around 2.5 lakhs villages. According 
to the latest reports India’s largest 
lender SBI has officially entered 
the digital payments market with 
the introduction of  “SBI Buddy” 
mobile application. The move is 
a part of  the bank’s vision and 
mission to be a bank for the digital 
India. Recently HDFC and ICICI 
also launched Pay zap and Pockets 
to challenge their industry bigwigs. 
Government has also recommended 
tax concessions to reduce the cost 
of  credit, debit and online payments. 
This will help the consumers and 

merchants to conduct business 
with ease. It is also planning a 
mega scheme with incentives for 
the country’s 14 million mom and 
pop stores in the unorganized 
retail sector. To encourage more 
consumers to choose e- transactions, 
a separate deduction limit is being 
thought of  for debit/Ru pay card 
based transactions of  up to a 
specified limit per person. The 
government has also encouraged 
a burst of  private innovation by 
promoting payments banks, a new 
category of  Indian banks. The new 
structure is designed to attract new 
players to hold and transfer money 
on consumers’ behalf. Mobile 
operators can now be used to load 
cash onto mobile wallets and sent 
across the country. 
Conclusion
India, the “elephant ready to 
dance,” is bubbling with economic 
activities across the spectrum of  
the society. As we move forward by 
creating inclusive payment solutions 
for the country, it would be good to 
remember the following themes in 
the overall design:
• Interoperability between 

different payment options
• Privacy in the hands of  the 

consumer (sharing of  data based 
on consent)

• “Making a payment” is equivalent 
to “decision-making.” Create 
the ability to offer credible 
advice for decision-making 
based on data analysis and offer 
multiple payment choices to the 
consumer.

• Ability to process big data from 
the Internet of  Things and utilize 
the same for adding customer 
value and service availability.

• Create the right balance between 
security and convenience across 
payment options.

• Offer a ubiquitous payment 
experience across the consumer 

and merchant base (minimize 
the behavioral changes between 
various payment methods).

• Add value to merchant 
community through acceptance 
of  electronic payments (ex: 
offer simpler reconciliation 
& settlement and inventory 
management)

• Create the right product for the 
right segment (position) at the 
right price. The payment choice 
could be influenced by the age, 
digital financial literacy and 
income levels of  the consumer.

• Time the roll out of  innovation 
according to a key external 
factor: availability of  robust 
nationwide infrastructure.

• Solutions that keeps in mind the 
unprecedented influx of  users 
into the digital payment scheme 
driven by higher income levels 
across segments should stand 
the test of  time.

As payments become seamless and 
almost invisible, let the simpler and 
secure innovative payment solutions 
“made for India” emerge from the 
most populous nation in the world 
in decades to come and pave the way 
for establishing new international 
standards. Payment solutions from 
India could lead the way for the 
world, and we all have an opportunity 
to contribute in creating this future. 
As the future emerges, I hope to use 
my own digital wallet and choice of  
payment modes rather than using 
third-party wallets to spend my 
money. My wallet, my data, my risk 
appetite and hence, my budgeting; 
long-term financial planning is what 
consumers would be excited about.

Ms. Gargi Danidharia
gargi.sd@icloud.com

.
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From Retail to E-Retail
MEDC Research Team

In 1992, when the President of  
the United States signed a law 
that allowed commercial use of  

the Internet, the world changed. The 
Internet has managed to affect all the 
aspects of  human life, be it personal 
or professional. E-retailing is one 
of  the examples of  how internet 
has affected the life of  humans. We 
all shop, sometimes its groceries, 
sometimes clothing, electronics, etc. 
before the introduction of  e-retailing, 
one would go to shops dedicated to 
certain product types. But thanks 
to e-retailing you can now buy any 
product you need from the comfort 
of  your couch.

E-retailing or e-tailing is the sale of  
consumer goods and services with 
the help of  the internet. There are so 
many reasons like convenience, better 
prices, variety, and fewer expenses 
that consumers have happily accepted 
the trend of  online shopping. It won’t 
be wrong to say that the increased 
use of  internet and mobile phones or 
smart phones is the main reason for 
the flourishing E-retail sector. As per 
data released by Telecom Regulatory 
Authority of  India (TRAI), India’s 
total internet subscribers stood at 
238.71 million as of  December 31, 
2013. And according to the Internet 
and Mobile Association of  India 
(IAMAI), the Internet user base in 
the country stood at 190 million at 
the end of  June 2013. With more 
and more people accessing the web 
through mobile phones, the Internet 
user base in the country is projected 
to touch 243 million by June 2014, a 
year-on-year growth of  28 per cent

E-retail is currently a booming sector 
in the Indian Economy, especially 

after successful ventures like Flipkart 
and Snapdeal are being valued at 
billions of  dollars. The country’s 
e-commerce market was worth $2.3 
billion in October last year and retail 
consultancy Technopak has estimated 
its value will increase more than 10 
times to $32 billion by 2020.

So how do these e-retail websites 
work? In E-retail you have all basic 
elements of  retailing but they change 
slightly. For e-retail you have 

• A product

• A place to sell the product - in 
e-commerce, a Web site

• A way to get people to come to 
your Web site

• A way to accept orders 

• A way to accept money 

• A fulfilment facility to ship 
products to customers

• A way to accept returns

• A way to handle warranty claims 
if  necessary

• A way to provide customer service

The design of  a e-retail website is one 
of  the most important factor in the 
success or failure of  the e-retail firm 
i.e. the website needs to be attractive 
to look at but at the same time the 
website should be easy to use also the 
website should be accessible 24 hours 
a day, seven days a week, and also 
there should be no delay for the page 
to load. The most important feature 
of  any virtual store is that the website 
should be able to process payments 
securely. With websites like PayPal 
this has become easier as compared 
to earlier times when websites would 
have to be built from scratch. People 
now setup virtual storefronts on 

websites like eBay and use PayPal to 
process transactions.

The Indian e-retail scenario is a little 
different when compared globally. 
The peculiarity in the Indian e-retail 
sector is the option of  “cash on 
delivery” (CoD) which allows the 
buyers to make payment by cash at 
the time of  delivery of  the product. 
When e-retail was introduced in the 
Indian markets consumers were not 
ready to use their Debit/Credit cards 
for online payments. This made it 
difficult for the e-retailers to attract 
consumers to their websites. Flipkart, 
India’s biggest online retailer started 
in 2007 and introduced “cash 
on delivery” in 2010. Cash on 
delivery was started to build trust 
and confidence among the Indian 
consumers. Cash on Delivery (CoD) 
accounts for up to 60 per cent of  
transactions, according to Internet 
and Mobile Association of  India. 

Even though cash on delivery seems 
to favour the Indian consumers the 
same is not true for the suppliers. 
CoD transactions are expensive for 
sellers, especially in case of  product 
returns. Most courier companies 
charge extra amount for collecting 
cash. Other than the extra charges 
there is the possibility of  recurrent 
theft of  small items of  little values, as 
agents handling delivery usually have a 
lot of  cash as well as goods to handle. 
A lot of  security and legal formalities 
need are done by the sellers to insure 
themselves from thefts. Another 
setback of  CoD is the time taken for 
realization of  money. There will be 
several processes that will have to be 
complete before the money reflects 
in the company accounts.
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But before one worries about the 
payments, how does the merchant 
attract consumers to his website? 
We are all aware of  the traditional 
methods of  marketing like advertising 
through newspapers, magazines, 
telephone books, radio and TVs. 
We have seen these methods at the 
peak of  their power as well as we 
have seen them slowly extinguish 
with development in technology. 
With the Internet and smart phones 
becoming the necessities of  today’s 
lifestyle the methods of  marketing 
have also changed. Now you see 
advertisements not only while on 
highways as you pass by hoardings, 
but also as you surf  websites like 
YouTube, Facebook, Twitter, etc. 
these are social media marketing 
techniques that merchants use to 
promote their websites. With pop-
up ads bombardment done every-
time you try to access any website, 
marketing has taken a new form. 
What more, these advertisements are 
based on your web-surfing habits, 
trying to lure consumers with heavy 
discounts. We see advertisements 
while using search engines like 
Google, Yahoo!, Bingo, etc., this is 
done with the help of  an automated 
program, where a web advertiser 
or merchant recruits webmasters 
to place the merchant’s banner 
ads or buttons on their websites. 
Also, advertising and promotional 
marketing efforts are done by the 
merchants via e-mails to current 
and prospective customers. We also 
have applications on smart phones 
dedicated specifically to different 
e-retail websites like Amazon, 
Flipkart, Snapdeal, etc. Internet 
marketing is becoming a more and 
more important strategy for the 
company to promote, advertise and 
interact more with online customers. 

While talking about e-retail we have 
discussed everything virtual but there 
are actual people who work hard to 
put up the website online and make 
sure that the website runs smooth. 
There is always a big team working on 
the back end systems of  the website, 
back office operations include 
accounting, finance, inventory, 
order fulfilment, distribution and 
shipment. The system admin is 
the team responsible for updating 
the product catalogue, product 
specifications, prices and other such 
information on the website. The 
marketing team is responsible for 
sending mails/newsletters to current 
and prospective customers. The 
back office handles the cashing-up 
procedures and reconciliation of  
takings, transfer of  data to and from 
the head office system and recording 
of  stock receipts from the central 
warehouse to the retail office. 

Also, there are front office systems 
which are focused on customers 
and refer to activities such as sales, 
marketing and customer services. 
The most important responsibility of  
the front office system is customer 
service and support, i.e. providing 
professional and helpful guidance and 
assistance, i.e. helping out with general 
enquiries or clearing any doubts 
prospective customers have about the 
website, helping customers in placing 
order, giving them information of  
the product in question etc. other 
than customer service front end 
systems also deal with inbound sales 
support, order fulfilment, addressing 
to invoice inquiries adjustments. 
Another important responsibility of  
the front office systems is forming 
loyalty programs where a reward 
program is offered to the customer 
who frequently makes purchases. 
A loyalty program may also give a 
customer advanced access to new 

products, special sales coupons or 
free merchandises.

After understanding how e-retail 
works, it wouldn’t be wrong to say 
that creating the website, taking the 
orders and accepting payments are 
the easy aspects. The difficult part 
is getting traffic to come to your 
website, getting the traffic to return 
to your website a second time, 
differentiating yourself  from the 
competition, getting people to buy 
from your website. While, customers 
who have access to Internet reaps the 
benefit of  this changing dynamics, 
the non-users of  Internet still remain 
out of  the realm of  e-Commerce 
revolution that is just picking up 
in Indian market. Precisely, larger 
segments of  the consumers fail to 
take advantage of  the increased 
choice and cheaper prices that 
e-commerce can deliver due to the 
digital divide factor separating users 
and non-users of  Internet in India. 

But these hurdles will not stop 
e-retailers from success with their 
start-ups. Flipkart, a company started 
with just Rs. 4,00,000 in 2007 by 
Sachin Bansal and Binny Bansal , 
both students of  The Indian Institute 
of  Technology Delhi and colleagues 
when working for Amazon.com. 
Flipkart a start-up launched from 
their two-bedroom apartment in 
Koramangala, a residential locality in 
Bangalore where the company now 
has multiple offices was started as 
book retail platform. After 10 days of  
putting up the website they received 
their first order from Andhra Pradesh 
for the book “Leaving Microsoft to 
Change the World” by John Wood. 
The Bansal duo is an ardent believer 
in the merits of  customer services. 
It was Flipkart that introduced the 
option of  ‘Cash on Delivery’ option 
in the Indian market. After raising 
$700 million from investors like 
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Baillie Gifford, Greenoaks Capital, 
Steadview Capital, T Rowe Price 
Associates and Qatar Investment 
Authority, the organisations is now 
valued at $11 billion (Dec 2014).

Started by Childhood friends Kunal 
Bahl and Rohit Bansal, Snapdeal, 
was an offline couponing business, 
went online in 2010. After a trip to 
China, Snapdeal was turns into an 
online market place in November 
2011 taking inspiration from global 
e-commerce heavyweight Alibaba.
com. Snapdeal is a platform for more 
than 50,000 merchants/brands and 
has a customer base of  20 million. 
Its customers come from over 4,000 
cities and towns. But success was not 
served on a golden platter to Bahl and 
Bansal, in the early days Snapdeal was 
called MoneySaver and sold physical 
discount coupons, in July 2009, the 
company made revenue of  Rs. 53,000 
while its monthly wage expenditure 
was Rs. 5 Lakh. Bahl and Bansal 
put in their personal savings to keep 
the company going. After receiving 
investments from China’s Alibaba 
Group Holding, Japan’s SoftBank 
Group and Foxconn, the organisation 
is now valued at $2 Billion.

Amazon.com was launched in 
India in June 2013. Today India is 
their fastest growing geography in 
terms of  sales, selling more than 25 
million products. The online giant 
had announced an investment of  $2 
billion to expand its operations in 
India last year.

According to a BCG report, the 
e-commerce industry in India is 
expected to touch $-70 billion by 2019 
from $17 billion in 2014. The one of  
the reason for the above prognosis 
is the ease that e-retail offers to the 
demand as well as the supply side of  
the e-retail sector. E-retail helps the 
merchant to expand his marketplace 
to national and international levels. 

With minimal capital outlay, a 
merchant can quickly locate more 
customers, the best suppliers, and the 
suitable business partners worldwide. 
It helps in procurement of  material 
and services from other companies, 
rapidly and at less cost. E-retail 
digitalizes the process of  distribution, 
order taking process, creating, storing 
and retrieving information which 
decreases the cost of  the final product. 
It also lowers the telecommunication 
cost as the Internet is cheaper than 
value-added networks (VANs). The 
small businesses are able to compete 
against large companies. It also allows 
lower inventories by facilitating pull-
type supply chain management. This 
allows product customization and 
reduces inventory costs.

To the customers e-retail gives 
more choice than they could locate 
otherwise. It provides less expensive 
products and services as it allows 
conducting quick online comparisons. 
E-retail allows customers shop or 
make other transactions 24 hours a 
day, from any location. It provides 
relevant and detailed information in 
seconds. It also allows consumers to 
interact in electronic communities 
and to exchange ideas and compare 
experiences.

Also, e-retail has its impact on the 
society as a whole. It has made working 
from home possible, resulting in less 
road traffic and air pollution. It has 
increased the standard of  living of  
the people as it offers lower prices. 
It has made possible for the people 
from rural areas to enjoy products 
and services that were otherwise not 
available. Also e-retail has shown 
collateral impact on rentals for retail 
space. Rentals have halved from 
their peak levels of  2007 due to 
less demand for shops in malls and 
elsewhere. Online retail in India is 
expected to penetrate categories 

beyond apparel and electronics, as 
companies attempt to sell essentials 
such as grocery and personal care 
products online. India will likely see 
much more growth in the e-retail 
sector given the vast market in the 
country. According to the survey 
by industry body Assocham (The 
Associated Chambers of  Commerce 
and Industry of  India), India’s 
e-commerce market, which stood 
at $2.5 billion in 2009, reached $8.5 
billion in 2012 and rose 88% to 
touch $16 billion in 2013. The survey 
also estimated that the country’s 
e-commerce market will soon reach 
$56 billion by 2023 with the rise of  
online retail. It has been mentioned 
time and again that India is just 
scratched the surface when talking 
about e-retail we have alot more to 
discover about e-commerce in the 
coming years.

Ms. Sharayu Pawar

sharayup92@gmail.com

Appeal to the Members 
for the Payment of  Annual 

Membership Fee for the year 
2015 - 2016

Dear Members

The MEDC is grateful to its Associate 
and Constituent Members, who have 
paid their Membership Fee for the 
current financial year (2015-2016)

The MEDC requests its Associate 
and Constituent Members (those who 
have not yet paid their membership 
fee), to make the payment at an early 
date before  30th November 2015  
to enable us to update the data of  
members for the year 2015-2016.

Your early action in this regard will 
be highly appreciated.
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News in MEDC

Shri Subhash Desai, Hon’ble Minister for Industry, Maharashtra State, addressing the Conference. Others from R to L :  Mr. Satish Nayak, Mrs. 
Meenal Mohadikar, Mr. Girish Kuber, Mr. Arvind Vaidya, Cdr. Dipak Naik, Mr. Satish Lotlikar, Mr. Chandrashekhar Prabhu and Mr. Santosh Shetty. 

Cdr. Dipak Naik, President, MEDC addressing the conference 

Mr. Santosh Shetty, Past-President, AHAR addressing the conference Mr. Girish Kuber, Editor, Loksatta addressing the conference 

Mr. Mohan V Tanksale, Chief Executive, IBA  addressing the conference 

Audience at the Conference

6th Annual Conference on 

MSMEs - The Growth Engine for Make in India and Maharashtra
29th October 2015, Mumbai
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News in MEDC

Business Session 1 : MSMEs : Technology, Innovations & Global Opportunities

Business Session 2 : Schemes / Finance / Funding For MSMEs

Business Session 3 : Skill Development in MSME Sector  and Problems of MSME 

Session Chairman Ms. Sujata Soparkar, VP, TSSIA and & Director, Integrated Electronics Technology addressing the Conference. Others from R 
to L :  Cdr.Dipak Naik, President, MEDC, Mr. Yogesh Dixit, MSME Expert and Mr. Chanrashekhar Prabhu, DG, MEDC

Session Chairman Mr. Anil Gachke, Formal VP, MCCIA addressing the Conference. Others from R to L :  Mr. Rahul Amrutkar,  Director & CEO, 
ASSCENT, Mr. Ramakant Rahate, Asst. Gen. Manager, MUDRA Bank and Mrs. S.S. Mulgaokar, Dy. Gen. Manager, Saraswat Bank.  

Session Chairman Mr. Chandrashekar Prabhu, DG, MEDC  addressing the Conference. Others from R to L :  J.D. Shetty, Bombay Port Trust Tenants 
Asson. Mr. P.B. Rathod, Dy.  Director of  Industries, GoM, Dr. Dinesh Harsolkar, Director, IES-MCRC and Mrs. Lalita Bora, Chairman, harmony Cluster.  


