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The Department of Industrial Policy & Promotion (DIPP) has announced new restrictions on FDI in
e-commercesector vide PressNote No. 2 (2018 Series)dated 26.12.2018 (effective from 01.02.2019) as a
measureto addressthe concernsraisedbyǘǊŀŘŜǊǎΩbody that discounton e-commercemarketplaceplatforms
are ΨǾƛƻƭŀǘƛƻƴof FDIƴƻǊƳǎΩ. Impact analysis& comparisonof consolidatedFDI policy 2017 old and new
provisions.

Clause OriginalContent RevisedProvisions Changes Consequences

/ Impact
5.2.15.2

.4 (iv)

× E-commerce entity

providing a

marketplacewill not

exercise ownership

over the inventory

i.e. goodspurported

to be sold. Suchan

ownership over the

inventory will

render the business

into inventory based

model

× E-commerce entity

providing a

marketplace will not

exercise ownership

over the inventory i.e.

goods purported to

be sold. Such an

ownership over the

inventory will render

the business into

inventory based

model.

× (New) Inventory of a

vendor will be

deemed to be

controlled by e-

commerce

marketplace entity if

more than 25% of

purchases of vendor

are from marketplace

entity or its group

companies

× E-commerce

entity (ECM)

cannot

exercise

control over

more than

25% of its

sales from

one vendor or

its group

companies

× If such entity

does so, then

inventory of

such vendor

shall be

deemedto be

controlled by

the entity and

will render

the business

into inventory

based model

which is

disallowed

×More clarification has

been given on

threshold which is

aimed at ending

discriminatory

practice by e-

commerce companies

and protecting the

interest of domestic

players, who have to

face tough

competition from e-

retailers

× However, sales

restriction will be

deterrent for small

vendors who are

entirely dependent on

sale from a specific

portals or even

deterrent to vendors

over the condition on

vendorsto sell only 25

per cent of their

productsthrough an e-

commerceplatform
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Clause OriginalContent RevisedProvisions Changes Consequences

/ Impact
5.2.15.2

.4 (v)

× An e-

commerce

entity will not

permit more

than 25% of

the salesvalue

on financial

year basis

affected

through its

marketplace

from one

vendor or their

group

companies

(Merged into

aboveclause)

× (New) An entity having

equity participation by e-

commerce marketplace

entity or its group

companies, or having

control on its inventory by

ecommerce marketplace

entity or its group

companies, will not be

permitted to sell its

product on the platform

run by such marketplace

entity

× If any entity is

holding equity

shares or

having control

(over

inventory) in

ECM or its

group

companies

× Such entity

cannot sell its

product on

platform

owned by

ECM

× E-commerce will have

to tweak their business

models to cope with

this change

× New brands entering

the country through the

e-commerce

marketplaces will now

be affected as brands

cannot sell to their

groupentities

×

5.2.15.2

.4 (ix)

× E-commerce

entities

providing

marketplace

will not directly

or indirectly

influence the

sale price of

goods or

services and

shall maintain

level playing

field

× E-commerce entities

providing marketplacewill

not directly or indirectly

influence the sale price of

goodsor servicesand shall

maintain level playing

field.

× (New) Servicesshould be

provided by e-commerce

marketplace entity/ ies in

which e-commerce

marketplace entity has

direct or indirect equity

participation or common

control to vendors on

platform at ŀǊƳΩǎlength

and in a fair and non-

discriminatory manner.

Such services include

logistics, warehousing,

payments, marketing etc

includingcashback.

×

× All the ECMor

its group

companies

having

common

control over

vendors should

provide

services

(including cash

back) on ŀǊƳΩǎ

length basis

and in fair and

non-

discriminatory

manner

× If any existing

ECM is

providing

provision of

servicesto any

vendor which

is not available

to any other

vendor shall be

deemed to be

unfair and

discriminatory

× This has a major

impact an e-commerce

companiesas this will

help curb all mal-

practices and

predatory pricing

policy and deep

discounting of e-

commerceplayers

× Insertion of this clause

will enable a level

playing field for all

sellers, helping them

leverage the reach of

e-commerce.

× Providingfair and non-

discriminatory terms

will protect the

interest of MSMEsand

smallvendorsasonline

retailers have been

offering aggressive

steep discounts to

attract customers,

which has impacted

the sales of offline

retailers
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Clause Original

Content

RevisedProvisions Changes Consequences

/ Impact
5.2.15.2.4 (xi) __ × (New) E-commerce

marketplace will not

mandate any seller to sell

any product exclusivelyon

its platform only

× ECM cannot

restrict the

vendor to sell

any product

through its

platform only

× Vendors can

sell through

one or more

ECMs

× This will not affect

brandsmuch sincethey

are not sold directly to

any marketplacebut to

different sellers

× However it will again

look after the interest

of MSMEs and small

vendors

5.2.15.2.4 (xii) ___ × (New) E-commerce

marketplace entity will be

required to furnish a

certificate along with a

Reportof statutory auditor

to RBI confirming

compliance of above

guidelines, by 30th

September every year for

the preceding financial

year.

× Now there is

an additional

requirement of

filing with RBI

× The ECMs will

have to submit

a CAcertificate

along with the

financialsevery

year by 30th

September

× To keep compliance

check of the

ecommercecompanies

keep an eye on

governance
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