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Every fact web-verified against primary sources (https://ujiyari.com/how-we-verify/)

THE LIFT LINE

A market that can deliver groceries in ten minutes but takes ten years to update its competition rules has let

commerce outrun governance, and the widening gap between how Indians shop and how the state regulates

shopping is now the central challenge of retail policy.

WHY THIS EDITORIAL MATTERS FOR YOUR EXAM

India’s retail sector, the second-largest employer after agriculture, is being transformed at speed by quick

commerce, foreign-owned online marketplaces, dark stores and the ever-present neighbourhood kirana, all

competing on the same street. The rules governing them, written for an earlier era of brick-and-mortar shops

and foreign direct investment caps, have not kept pace. The result is a policy vacuum in which deep

discounting, opaque ownership structures and predatory (https://ujiyari.com/vocab/predatory/) pricing flourish,

threatening both fair competition and the livelihoods of millions of small retailers. A coherent framework that

ensures transparency, prevents predatory pricing and enables genuine competition is now overdue.

GS Paper 3: Indian economy, effects of liberalisation, changes in industrial policy, and inclusive growth.

For Prelims, hold the specifics: India permits 100 per cent foreign direct investment in single-brand retail

and in the business-to-business marketplace model of e-commerce, but multi-brand retail FDI remains

effectively unoperationalised and inventory-based e-commerce with foreign investment is barred; the crucial

distinction is between the marketplace model, where the platform only connects buyers and sellers, and the

inventory model, where the platform owns the stock it sells; the Competition Commission of India enforces

against anti-competitive conduct and abuse of dominance under the Competition Act, 2002 (https://ujiyari.com/le

gislation/competition-act-2002/); dark stores are unbranded fulfilment centres that power quick commerce; and the
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Press Note framework of the Department for Promotion of Industry and Internal Trade governs e-commerce

FDI. For Mains, argue that regulation must balance consumer benefit and investment against the survival of

small retailers and fair market structure.

BACKGROUND AND CONTEXT

For a decade, India’s e-commerce policy rested on a simple firewall. Foreign investment was allowed in

marketplaces that merely connect sellers and buyers, but not in inventory-led retail where the platform owns

and sells goods directly. The intent was to protect small traders from foreign-funded predatory pricing. In

practice, the line blurred. Large platforms built preferred-seller structures, controlled inventory in all but

name, and funded steep discounts that no independent kirana could match.

Quick commerce sharpened the challenge. Dark stores, small unbranded warehouses stocking fast-moving

goods, let platforms promise delivery in minutes, drawing consumers away from both traditional shops and

slower online retail. The convenience is real and the consumer gain genuine. But the model concentrates

market power, runs on discounting that burns investor capital rather than reflecting true costs, and squeezes

the corner store that cannot compete on price or speed.

THE CORE ARGUMENT / ISSUE

RETAIL FORM OWNERSHIP AND MODEL REGULATORY GAP

Kirana stores Independent, inventory-owning Little support against discounting

Foreign marketplaces Platform connects sellers Inventory-control workarounds

Dark stores and quick commerce Platform-run fulfilment Barely addressed in FDI rules

Single-brand retail 100 per cent FDI allowed Relatively clear

Deep discounting funded by investor capital is not competition on merit but a strategy to capture market share

and drive out rivals, after which prices can rise. The Competition Commission of India is the natural referee,

yet proving predatory intent is slow and evidence-heavy, and by the time a case concludes the small

competitor may already be gone.

The players and the rules that bind them

The predatory pricing problem
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India’s roughly thirteen million kirana stores are not only businesses but a vast web of livelihoods and

informal credit. A framework that lets platform capital hollow them out without a level field trades long-term

employment and market plurality for short-term consumer convenience.

HOW TO THINK ABOUT THIS (ANALYTICAL FRAME)

Weigh consumer gain against market structure. Cheaper, faster delivery is a genuine benefit, and no

framework should punish efficiency. But a market where a few capital-rich platforms use below-cost pricing to

eliminate competitors ends with less choice and higher prices once dominance is secured. The transferable

rule for GS3 is that competition policy must protect the process of competition, not any particular competitor,

while ensuring that today’s discounts are not tomorrow’s monopoly. The examiner rewards the candidate who

neither romanticises the kirana nor cheers unregulated disruption, but asks what rules keep the market

genuinely contestable.

THE DIAGRAM IN WORDS

Old FDI firewall: marketplace model allowed, inventory model barred -> platforms build

preferred-seller and inventory-control workarounds -> investor-funded deep discounting -

> quick commerce and dark stores add ten-minute delivery -> consumers gain convenience

but market power concentrates -> kirana stores squeezed on price and speed -> predatory-

pricing risk: capture share, then raise prices -> CCI enforcement slow -> need coherent

framework: transparency, fair competition, curb below-cost pricing

WAY FORWARD

The kirana question

Modernise the e-commerce framework. Government should replace the patchwork of press

notes with a clear, enforceable policy that closes inventory-control workarounds and explicitly

covers quick commerce and dark stores.

1

Strengthen predatory-pricing scrutiny. Empower (https://ujiyari.com/vocab/empower/) the

Competition Commission of India with faster tools and clearer thresholds to act against sustained

below-cost pricing before small competitors are eliminated.

2

Level the field for kiranas. Support small retailers through digital onboarding, access to the

Open Network for Digital Commerce, and credit, so they compete rather than merely survive.

3

Mandate (https://ujiyari.com/vocab/mandate/) transparency. Require platforms to disclose

ownership links with sellers and the true cost basis of discounts, so regulators and consumers can

distinguish efficiency from predation.

4
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PYQ LINKAGE AND PRACTICE

UPSC has asked about FDI in retail, e-commerce and the effects of liberalisation on small enterprises. This

editorial turns the quick-commerce boom into a live regulatory question, which is exactly the applied analysis

the examiner rewards over a static account of FDI limits.

Practice question: “India’s retail regulation has fallen behind the technologies reshaping how the country

shops.” Discuss the challenges posed by quick commerce and foreign-owned marketplaces, and suggest a

framework that balances consumer benefit with fair competition. (250 words, 15 marks)

Sources: Business Standard (https://www.business-standard.com/), Competition Commission of India (https://www.

cci.gov.in/), Department for Promotion of Industry and Internal Trade (https://dpiit.gov.in/)
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