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Price Of Intervention

Regulators can look at pricing. But be careful of creating market disruption.
TOI Editorials

Commerce minister Piyush Goyal’s criticism of multinational e-commerce players for “predatory pricing”,
which he argued damages mom-and-pop players and small retailers, revives an old debate in this
country. It’s true e-commerce giants have been accused of such tactics even in developed economies. But
underlying this issue is a more fundamental one. Market economies are governed by demand and supply
and pricing is best left to the interplay of those forces. And govts and regulators must be very cautious
about intervening in pricing mechanisms. Global and local experience suggests that price controls can
lead to shortages, inferior product quality and illegal markets. Price interventions may have good
intentions but they often result in bad outcomes, as a World Bank paper said.

Markets need free play | There are also several benefits of a market mechanism to consider here. For
instance, the e-commerce boom has not just been a boon for consumers but also helped with
formalisation and digitisation of economy and generated more than, by one estimate, 15mn jobs. In the
telecom sector, it’s the entry of an Indian behemoth with aggressive pricing in 2016 that led to a fall in
tariffs and data revolution in India. The sector, which has seen tariffs rise again, is also proof that beating
competition with such a strategy has its limits. Fact is no company can indefinitely keep suffering losses
to gain market share.

Regulate but with caution | Besides, what’s the line that separates competitive pricing from predatory
or over pricing? We need very sound and efficient regulatory systems to make such distinctions and
balance market sanctity with ensuring a sector doesn’t turn into a monopoly. There will certainly be
cases where regulators need to step in. Take for instance, the issue of surge pricing by taxi aggregators.
There must be a ceiling on what passengers shell out in rush hour. But such interventions must be kept to
a minimum. Concern for investment, growth, and job creation is also why formulation of India’s e-
commerce policy has seen long delays. Create no major market disruption, must be the mantra.
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Consumer India’s Amma Jaans

Large e-commerce platforms haven’t played out in India quite like in the West. Here,
they have empowered both small consumers and small suppliers. This is an inclusive
growth story.

Rama Bijapurkar, [ The writer is a consumer behaviour analyst. |

All modern market economies have regulations that define the rules of the
marketplace, and put checks and balances on players, especially big players.
Commerce and industry minister Piyush Goyal’s criticism of large e-commerce
players’ practices, including “predatory pricing”, should be seen in this context.

e First, consumers’ well-being is central to many of the rules. They prohibit
‘unfair trade practices’ or ‘abuse of dominance’ or mergers or price cartels or any
behaviour that destroys competitors, weakens competition and creates
monopolies - all of which, as we know from pre-1991, are really bad for
consumers. Such protection of consumers and competition is, of course, welcome. Plus, such rules apply
to everyone, regardless of corporate nationality.

e Second, antitrust issues pitting regulators against big business platforms have been increasing the
world over, with big businesses accused of exploiting their power and hurting vendors and consumers.
The US Federal Trade Commission and 17 US states have filed a lawsuit against Amazon’s conduct, where
it is accused of abusing its dominant position, to keep prices high and quality low, limit competition and
depress innovation.

e Third, the opposite has happened in India. Indeed, before deciding how to deal with Amazon, we need
to assess what its entry has done for consumers, small suppliers and the future of competition in India.
Like everything else in our country, there are many truths and perspectives, all true and valid, which
need to be weighed carefully, rather than blindly following the West.

Why Indian consumers embraced Amazon | With Amazon, Consumer India has got, and embraced,
access to huge variety (of goods made in India alongside imports), lower prices, ease of buying, and

service like never before. Earlier, you could not return even a defective item, leave alone something you
didn’t like.

® No, Consumer India is not being forced to buy pasta or hot pants instead of sambar powder or saris - it
is being given the courtesy of choice. Varieties of packaged cow dung are available if you are ritually
inclined and black rice at your doorstep if you are a homesick, young, shop girl from Meghalaya in
Bengaluru.

e Modest-income consumers love the status-blind service that e-commerce gives. Live in a slum and you
get the same speed of delivery, price discounts and ability to return as if you live in a big condo. Humans
discriminate, digital platforms don't.
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e A WhatsApp University joke sums up Consumer India’s relationship with Amazon - the husband asks
the wife to buy X, Y and Z and each time she says “Amma Jaan se pooch.” Annoyed, he asks, “Why bring
my mother into everything?” It turns out she means, “Amazon”.

e Amazon prices have disciplined many a high street, small electronics shop to reduce prices the same
way Nrega forced many a rural employer to raise wages - by providing price discovery and benchmarks.

How Indian kiranas stood up to Amazon | What of competitors getting decimated and Amazon
becoming the last man standing? One argument is that when we have seen predatory pricing in other
categories like telecom, we have been sanguine. But beyond this, there is more solid and nuanced
evidence of market dynamics to consider.

e Small shops will continue to do well because Consumer India’s behaviour is never “either-or” but is
“and”. Consumer India searches in small physical shops and buys on Amazon (many of the small garment
shops, by the way, neither have a trial room nor do they allow returns) or researches thoroughly on
Amazon and buys from the neighbourhood store to ensure easy, related services.

e Kirana won effortlessly over physical modern retail by providing personalised value, and India has the
largest number of vibrant small shops in the world. Quick commerce of Dunzo and Zepto disrupts kiranas
for grocery and pantry far more than Amazon.

e And finally, what will see the demise of the bigger town kirana stores are newer settlements like
Gurgaon or Powai, with no room for the shops, and gen next who don’t want to sit in the shop 24x7,
without which the business model does not work.

New economy, magic bullet | The most compelling argument encouraging marketplace platforms is that
they are perfect for the structure of demand India has - platforms aggregate small businesses and create
a virtual marketplace and provide a host of services that small businesses individually cannot afford and
provide more buyers than if located in a small alleyway somewhere.

India’s mega consumption story is best described as Lilliput Land - lots and lots of small consumers
earning and spending a little bit each that adds up to a lot, served by millions of small suppliers oozing
innovation and agility and customer intimacy but lacking in access to the market and to resources of all
kinds. Most big companies, including most multinationals, do not serve the mass market small consumer
because they cannot make the profit they target and offer the performance consumers want at the price
they can afford.

At last, we have found the magic bullet in the new economy - which e-marketplaces are a part of. They
aggregate existing small suppliers and small buyers and yoke them together digitally and it's a win-win
for all.

India’s Lilliput Consumers and Suppliers have given many a MNC Gulliver a run for their money. Amazon
will not destroy Indias ‘small’. In fact, it will enhance them. Complaining small shops will shape up and
serve consumers better, or themselves form alternative platforms. The platform marketplace comprising
the small is the future of India’s mega consumption story. A thousand flowers will bloom and coexist - if
only we allow it to happen.
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eCommerce Paste Can’t Go Back in Tube

But concern for retailers, consumers is real.

ET Editorials

Piyush Goyal has reiterated the old alarm among politicians over the ‘unbridled’ rise of ecommerce. Like paste out
of a tube, it can’t be put back in, especially in an emerging market with an overwhelmingly informal retail sector.
The employment argument remains powerful, though, in an economy that doesn’t create enough factory jobs to
absorb surplus farm labour. Typically, this has been soaked up by a creaky retailing industry. eCommerce brings in
efficiencies that create jobs, but not on a scale to offset the physical retailers it displaces. The latter also leverage
advanced ecommerce logistics to improve market access, but again, not to a degree that yields gains in market
share.

Lawmakers wade into this market asymmetry with good intentions. These concerns target consumer protection
and predatory pricing. Regulations designed to protect privacy and discourage deep discounting can slow down
the growth of ecommerce. Yet, ecommerce derives its higher productivity from data on consumption behaviour
and large investments in logistics. Neither would be available to the small retailer unless ecommerce platforms
provide it to them. This consideration governs the regulatory reflex. Besides, ecommerce offers a sophisticated
bridge to export markets for small enterprises and excessive regulation could work against national interest.

Global rules have favoured the growth of digital commerce through tax exemptions. These are now being
reexamined from a revenue-forgone perspective. Regulating this aspect of international ecommerce can cut both
ways for economies trying to increase their share of manufacturing and services exports. The objective of
regulation should be to encourage a bigger migration to ecommerce while keeping a tight vigil on concentration.
Indian ecommerce policy has been proactive, and Goyal is articulating some of its more serious concerns over
unregulated growth. These concerns must be heeded in one of the biggest available markets for ecommerce. Policy
must co-evolve along with ecommerce to restrict the downside effects on consumers and retailers.

aﬂa W Date: 23-08-24
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IRERTS & Tk drem RAE & &gl 7 § & 27 & S & a¥ 2011 &
| JTRRRT-Felsh 37T 1:1 (m?ﬁw)a:rm,aﬁmazﬁgtrﬁmsﬂg’rw
gl d& & ITGR J sHH FRUT Foar oo ga™r IR WS F A &
dI¢ AG FAT WX 30 TR & 3R dgd & Tohd 6Tl dar &r s+ favw o
379-TERTAT (AT cTohattehl FTT) 3R q- FERfclar (TeTenterer) i S W o feam|
RAE & g5 oY grar & & 397a o ast & BfSed sHare Sy 1 20% 8 seed, afea ey & o
IGHFAT cET-d TS T RFR gl 3R Qe I geaw saer §63f| g FRT N9 g6 Tgo oie
dféar darex 7 ¢3 gfwew dgg WIEd gld A @ dF FHTIRET F FYUSAAT F WR FI I Fe
3icTelet fhT A| 3T 3oTeh! HEAT IHE & Hebleol Th-TIglS &1 IS & oAfchel gl IS gordel 6l ol 3L
SUTGH3T & TaR Uod v av 7 el a7 & FA=aiRat & der ard ﬁlamg‘é%"lmﬂﬁ,aﬂﬁ
g AIel 1-1.2 &S AT JaT Sid SR H A S T & 96 Sfd g1 Afehed ApiRAT 81 &1 3uFFd ¢hatar
3R ARl oT 99N T HRA Sfelr HiHer gram|

Date: 23-08-24

foEta g &t & i swala @3 @ v & §A
Arer sefY, ( Rl ATAET F FHRR )

ST o9 AR 300 TRT 3 SWAT M o A9l 39 30 HFd &7 & &Rar 3R e fasme @
Shalldl gdd 9TdT gHam|

EAR 931 H §U HeanhAl A & AT A §91 e 3c%ed A ;T §l IR ey & aRued H ad
H o 39 ARG g Fha § & 78 ool 50 dod gearmdA @ 2o A 3R 367 30 AdS T Fag
3FAE FET 1 Y| fREr T gT-gX o deTh FE AT R AW gHIAT I IUAT TSI BISH HETAT TS| T
AT AT AT fF ARG & g T WHR RS & F1H AT §1¢ doh HIs aId SIRT oTal fohar|
W?H@W@%Wﬁ?aﬁmﬁaﬁﬁ@mrﬁw. ST o Fel & 9IRT =
3¢ OIH Sda HT gong & o 3K 3o R o1 & Siadd & aIRw fRufa & g Far ae, dfed
VCAARINGT & SRl H Tehd gl o d1G Gl o HRd 37l &I HeJATT AN $Hb ol TTHAT Hr o
Aol faSIaT AIgFAC JoTH & Aced dTell SISl T FARHA AIHR T qurg Feer o fam iR 398 g3
AR 3T HeqHTTR I GIET AR FIA T JHTear fhar|
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IG gHIAT 2009 # ARGt AR Farsit & ey GAST & WY FOT A S il Ak I ToTeAicn
gol T q6G el H 3og 15 WA o3| 37k aAded A T & 11 A o areaias gia safad 3 J
5% @ 31ftreh 1 3Meh gefer &1 AY| S el & §IG GAY HaW 37 $usT [@ide §of a7 A1) offehet
3 o7 T ¢ o S8 Ueh o7 REAT Siaeld-ay #T U1l 2022 & sl & HJAR, oaed & 15 4§ 24
a¥ & 30 9fderd a1 RSER &1 NF A W WX F Wlhd & AR A g3 o1, Afehed 38
Ay g A H AehciifAeh Facadr o dR-4R & gich =ell 75| SToTadl 2024 & g FaH SI1eT faarereve
¥ 3R [AueT o 31 Sfgser fhar o

% o a1 gger &, diveey okl RUfa & FRoT erfeaemelr Tordar aRaR Ao & gede #X I ATl
et FAR H o groma R &87 § 3R uifhede Sa-add 39er 31 edca quHT@g'U%"I EIECICEED)
WW%%UqudmwcﬂqamﬁH?mﬂ SOHT T FRUT Tg § & a5 ool a 3rared T MR
& Ay gfass Y I H Aviy for on, Sefr gar aftae fBE o soa favey w# aaaf@ar &
A HARAT AR et o T FgT A7 & A9l H 8T W §U IoAIq Foa7 AR fIsqes a7t A Siaemeer
AR GIRT YRS olleha T G FFAelel & 81 a8y @ ar=m |

Iar #T T9e SHAA-U-STAAT 3T §1 30 WIS W o6 Jfaee 3 geod o AR & IR Ig uIfhedra dr
STHEINS HI Acg T AR & Q@omh 379 Tgdiel RIS F 377 S & foIT Tada & AT dgl &
ACY queh gof qTereer AT Il (Tt & Hgal & foh 38 9RT & HIS FAEAT 761 ¢ AAT F a1
ch{dWHJIéd%WHﬁ#W%WW%%WW%IHWW?IHT@'I?W
mﬁmg@aﬁ%ﬁaﬁraamﬁ:m%ra#ma%ﬁasmmﬁwammw%Waﬁ@r
31=J=ha%"|qﬂa:mwwmﬁtﬁwﬁ:mﬂmaﬁwma:m#m%laﬁm
ARA THR @ fager G & qwv@ & v 97 gy afeg dide gée &1 WgfFd a5 e 7 IR
$T T FIT Tohall g

W%%%Wﬁ:%ﬂ%ﬁ?ﬁ?ﬁﬁmwﬁgﬂa#mgﬁmaﬁa@ﬁymaﬁwm
H W Al & ToT 3ATIROT 991F e 8T ARG HF 0T aRFEufaal & 3caea @1 arelr fsasar &
T AR g glam, Toieg @l T WRI & AT Aafad e el & Tohdl &1 TG HRA & i
Tsat B AT F I g3 & IR gge o gl reEnaaniedt I HicharieAt Fr FHASA AT @ §1 IR
15 feee & @ gl & s FHAT fear ar ar ger HRoT Ig o AT fF I S dedl A qh &
foIT #RA 1 SR AL feam |
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