Open for Business

Will ONDC be able to break the dominance of Amazon and Flipkart as well as overcome the
challenges of an open networkK in providing a seamless experience for the customer?

Mugdha Variyar

oot headlines about the Open
Metwork for Digital Commerce
(OMNDC) speculate that it could
“kill” ecommerce giantssuchas
Amazon and Flipkart. Touted
asadisruptorthatwilldemocra-
ize ecommerce, ONDC aims o
transform the sector from a platform-centric
el toan open networl.

It is loosely compared with the Unified
Payments Interface (TP and the disruption
it brought inthe paymentsecosystem, Someof
the key names behind the UPTalso feature in
OMNDC s advisory council, including Nandan
Milekani, non-esecutive chairman of Infosys,
and Dilip Asbe, MD and CEO of the National
Payments Corporation of
India (NPCI). While UFPI
iz eszentially a transac-
tion of money between
two parties, ecommerce entails several mov-
ingparts. Andtherein liesthechallenge,

Before we get there, here's a qoick look at
what the ONDCiramework will look Like,

OWNDC, an indtlative of the Departrment for
Promotion of Industry and Internal Trade,
will not entail a separate, centralised plat-
form, It 1sessentially an established protocol’.
There will be buyer-side apps which will be
any application where consumers can search
o products or services. Then there will be
s ler-gide apps, which will onboard sellers.

When a buyer searches for a prodoct o ser-
vice on the buyver app, the search request is
mtiiti-casted woall sellerapps hassdoncriteria
suchas location, availability andother prefer-
ences, The buver theh selects aseller,

Essentially, ONDC isunbundlingthe differ
eritservicesofan ecommercetransaction that
have so far largely been with a single entity
For example, when vou order on Amazon o
Flipkart, the products available are from sell-
ers ontboarded by the platforms while compa-
niesalzooften fulfil logstics themselves,

InONDC, the buver app and the seller app
can be different entities altopether. Even the
bogistics providercan beaseparate ontity,

o tar, among the first to register on ONDC
as buyer-side apps ahead of its soft launch
expected in April are Payim and eSamu-
daay while GrowthFalcons, Golrugal and
Mearshop are some of the seller-side partici-
pants. LoadShare and Dunzo arve alzo regis-
tered on the logistics side,

According to ONDC CEOQ Thampy Eoshy,
there are currently 30 platforms in different
stages of integration. Discussions have been
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held with Amazon, Flipkart, Google and
Microsoft, peopba in the know tell ET Prife.

The ONDC sirategy paper says the open
network concept s “not restricted to the re-
tail sector” and that it can be extended toany
digital-commercedomain, “incheding whole-
sale, mobility, food delivery, logistics, travel,
urbanservices, ete”.

Another unigue feature of ONDC willbea
network-level reputation bedger, which will
track whether sellers are offering genuine
products and resolve customer complaints.
S0, it will be like the seller-rating system on
Individual ecommserce platforms, except that
it will becommon acrossthe network.

“A network-level reputation ledger hased
om the wnigue identification of selbers will be
established amd thiswill be made availabbe to
buyers. This isexpected to incentivise higher
accountability among
sellers,” Koshv says.

The ONDC infrastric-
fure also entails a gate-
way between the buyer-stde app and selloy-
side app. The application, as per the strategy
paper, will ensurediseoverability ofallselbers
it the nedwork by multicasting the searchre-
guest received Tmom buver applications toall
seller applications.

CHALLEMGES AHEAD

The framework raises several questions —
not juston the operability front but alsoon the
overall customer experience. Aneven more
pressing guestion is; Where does the liability
lie? And how do extant rules for ecommeres
apply in this new scenario?

According Lo sources,

to ensure that the seller makes all relevant
information needed by the buyer, inclueding
a grievance-redress mechanism. The buyer
appwill just relay the catakogue and rebevant
informationfromtheseller-sideappiobuyers.
Consequently, thelr lability will be limited
proportional totheir activity,” he adds.
However, some tech lawvers are ol the view
that it may be for the consumer courts or the
Central Consumer Protection Authority
(CCPAModecide where the liahility Lies.
Thestrategy papersaysONTIC willalso “act
asafacilitatorofdispute resolution among the
participants through fair and {ransparent
practices”, and will establish mechanisms
adopting from the Online Dispute Resolution
(ODRE)planpublished by KT Aayog.

POLICY PUZZILE

While there is no full-fledged ecom-
merce policy, the sector is governed
by rules from various departments,
includingconsumer profection, com-
petition, forelgn direct investment
(FDpand IT

As per the current FDI rules as
well as the Consumer Protection
(Ecommerce Bules), 2020, an “ecom-
merce entity” means any person whoowns,
operates, or manages digital or electronic
facility or platform for electronic commerce;
while a "marketplace ecommerce entity”
means anecommerceentity which provides
an information technology platform on a
digital or electronic network to facilitate
transactions between buvers and sellers,

Thismakes both the uyer app and the zeil-

various participants
have already ralsed
questions abont lability
with the ONDC. As many
in the ecommerce industry will confirm, the
sector i fraught with bssues of cancellations
and order refurns, and even the sale of coumn-
terfieit or defective products, What happens in
the case of consumer disputes under ONDHC
and where does Hability lie, especially since
the buver app and the seller-zide app could be
sEparatecompanies?

“There will be asystem of proportionate ac-
conntability depending an the role plaved by
a participant,” savs Nikhil Narendramn, tech
nology law partner at Trilegal, who advises
ONDC, Az in the case of curvent ecominerce
activities, Marendranexplains, the sellerwill
be responsible for the productoffered by them
and will sign an agreement with the seller-
side app. “The seller-side app as the market-
place ecammerce entity will be responsible
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eeommerce entlties,
But these have some spe-
cifie requirements. For instance,

the Consumer Protection { Ecommerce
Rules) say that “every marketplace ecom-
merce entity shall require sellers through an
undertalking toensure that deseriptions, im-
ages, amd other content pertaining to goods
or servioes on thelr platform are accurate”.
It adds, “every markeiplace ecOMMEeTrce en
ity shall provide the information about the
sellers offering goods and services, including
thenameoftheirbusiness. . thelrgeographic
address, customer care mumber, any rating
orother aggregated feedback. .. forenabling
coisumers tomake informed decizsions at the
pre-purchase stage”. The rules also require
that the grievance officer redress conswmer
complaints withinamonth.

Moreover, ecommerce companies are
marwdated o display the country of origin for
everyproduect listed on theplatfiorm, asperthe
Legal Metrology {Packaged Commodities)
Amendment Rules, 2017,

InONDC, how will these rulesapply P ORDC
representatives say there is no dissonance
with the rules. "Forus, there ks noambiguity.
The rules have to be interpreted differently
for buver apps and seller apps,” says a senbor
government official.

According to Narendran, the framework
fitz within the rules, “The current regula-
tony framework enables the ONDC model
and thereforedoes not require any changes to
the regulations, After rolling out, in caseany
further clarifications are needed, I believe it
will betaken uplater inconsultation with the
market plasers,” hezays.

He says the seller-side app will be responsi-
ble for most compliances relating to product
listing and information as they onboard the
seller. “The buser app, frot it side, will dis-
plagy only compl iant produet lstings provided

by the sellerapp,” he adds,

Koshy says there will be a digitally signed
contract between the buyer appand the seler
appforevery ranssction. “All order consum-
mationsin ONDC arethrough acontract digs-
tally signed by the buyer platiorms on behalf
of the buyer and the seller through the seller
platforms and will include commercial and
technical specs they both agreed to,” he says.

Koshy says the rules will apply to the extent
oftheservicethat theentities offer. According
to him, this means as the seller is onboarded
by thesellerapp, twill have toenter intoa con-
tract with the ssller app with respect
to its roles and responzibili-
ties becanse the
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the market-
place ecom
merce entity that

is helping the seller

to salicit bitsiness in
thenetwork,

“The baver appleation
enters intoadigitallysigned
contract with the seller at the
order-confirmation stage, These
contracts togethar ensune that the
seller is responsible for providing all
relevant information to help the buver
makeabuy decisionand then bind thesell-
ertoallitzcommitmentsthat thasmadeto
thebuyer,” Koshy explains,

Does that mean a change in the definition
af an ecommerce entity is necessary to also
inchude the definition of separate services of
abuyerapp and a seller app? The government
official quoted above savsthat regulationscan
beevalved if mecessary: “1Fwe belisve there
is seope for clarification, we can evolve the
rules,” Anotherlawyer, whodid not wish tobe
named, savs there may be a need to mention
exceptions for ONDC underthecurrent rules.

A

-

DATA DEBATE

Data-privacy activiztz have always been con-
cerned whenever government-backed bodies
are invoelved in projects on a massive scale.
Some af them have raised questions about
the natureofdata sharingunder ONDC, espe-
cially with respect tocompanies that will run
the gateways botween the buver apps and the

seller apps. As perthe strategy paper, ONDC
inktially intends tooffer the gateway betwoen
the buyer appand the seller app through its
techinoloey partners to kick-start operations.
"However, it is envisaged that maltiple gate-
way providers will come info existence with
independent serviee
offerings in the
network with an
increased scale of
transactions,” the
paperstales.
Currently, Protean
eGov Technologies
(formerty NSDL e-Gav-
ernance Infrastructure)
izatechnology partmer that
has supported ONDOC in
establishing the first gate-
way, Protean, among the ini-
tial promoters of ONDC, alzo
provides technology suppaort
tohost the registry of all partici-
pantson OMNDC, sayvs Koshy,
“The izsue is whether someone
like NSDL (National Securities
Depository Lid), which is operat:
ing the gateway, has access o com-
mnity data that can help them
anabvse which class of users
arebuying whatSKUs(stock:
keeping units)and in which
areas,” saysadata-security
aetivist, whoo did not wish to
benamed.
Kaoshy, an NSDL veteran
whohasspentadecade and a half

As it prepares for a soft
launch in five cities in April,
ONDC's aim is to expand

to 100 cities by August

and bring on board the big
players. ONDC also hopes
to tap online users from
smaller towns via CSCs

in the organisation, says that all checks and
balarces have bean put inplace. “ The gateway
pronvider cannot run a buyver or a seller appl -
cation o ONDC. The gateway's role iz only
tor broadeast the search request from buyer
apps to all relevant sellers and to forward to
the buver app all the relevant responses re-
ceived from sellers,” he zays, Koshy adds that
the information transmitted from the buver
applicationat thetimeofsearchiothe gateway
i anonymised, sothat neither the user infor-
mation nor their specific address is included
in this search packet, “Ondv at the time of or-
der confirmation is thiz information shared
by the buver platfiorm tothaeseller and thisleg
does ot go viathe gateway.” he adids.

Tech experts close to ONIN sav a search
packet encryptioncould be added ifrequired.
ONDC says that, from a data standpoint,
“only the transaction participants {buyer
and seller app) have visibility to the same,
and ONDC willnot be storing orviewing any
transactiondata’,

The open APIs developed for ONDC are
haszead on theopen-souree interoperable speci-
Mcation of Beckn protocol. It was developed
by Nilekani’s Beckn Foundation, initially to
sobveformobility, withapilot inRochi in 2020
[t hasbeen extended todigital commence.

At the time of the Kochi project launch, con-
cerns were sparked by a trademark filing of
‘Beckn Mobility" under a classification that
included "surveillance services” as part of
the zervices. But according to people close to
Beckn Foundation, the filing was a standard
proceduredone toensurethat noone misuses
thetrademark of Beckn.

One of the teething chal-
lenges for ONDC is likely
to be the absence of the
higeies of eoommeree, Tlike

Amazon and Flipkart, food-
delivery platforms such as Zomato and
Swipgy, and conglomerates like Tata and
Reliance. Discussions are being held with
many of these players.

Sources at Amazon and Flipkart say that
the companies have the intention to join the
network and are currently evaluating the
model and engaging with the ONDC team.
“Welook forvward toengaging with the QONTIC
team tobetterunderstand the propozed moxd:
eland ifthere isarmle Amazoncan play tobet-
ter serve Indian customers and sellers,” an
Amazon Indiaspokesperson tells BT Prime.

Flipkart's pavments arm, PhonePe, iz in
advanced discussions to join OMDC asa par-
ticipant. “Wewill golive on ONDCon both the
buver and seller side, This will help our mer-
chant parthers grow their business, In terms
of timelines, we are working with ONDC
to launch as soon as possible,” savs Vivek
Lohcheb, head of affline business, PhonePe.

Bt A concern aImotg SoIme ecOrmmeToe play:
ersrevolves around the powers of the ONDC
amd whether itcould limit the market shareof
participants—just like NPCIdid by putting a
capofadt onevery third-patty app.

Meanwhilemany smaller retailersand mer-
chants are looking to come on board, accord-
ingtothe Retailers” Association of IndialRAT
and the Confederation of All India Traders.
RAICEOKumarRajagopalan isonthe ONDC
advizory council. “ONDC will bring a lot of
visibility to small sellers at a low cost,” says
Bijou Burien, chairman of RAL ONDC alzo

opes to tap online users from smaller towns
through Commeon Service Centres (C3Cs),
which hasastake intheorganisation, Among
the institutions that have invested recently in
ONDC areState Bank of Indiaand ICICT Bank.

Az it prepares for a soft launch in five cities
in April, ONDCEaim istoexpand to 100 cities
by Augustand bringon board the big players,
Butasofnow, it isa work inprogress,

rnpedfie el dinnesinderel i

(REREREE P PR iR R R R AR (SRR EEETY IIII||I--|||IIIII'HIIIIII-III-IIIIIIIl'a'al'lllllH-IlI-IIIIIIIIlI-IIIIIIIlll-llIIIIIIJll-IIIIullll“““|||.||““|||||||”|“||||IIlulllt“lllllllr”““lllu“““Illl"““"II.“““"II“““"I.H““I"I"I”“"ll“““”l“”



