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A Revolutionary 
Idea,
A Fascinating 
Concept

Open Network for Digital Commerce (ONDC) 
is a one-of-a-kind initiative by the Government 
of India, the pilot of which has been launched 
already in 5 cities, with the aim to democratize 
e-commerce in India. Launched in April this 
year, the non-profit organization’s ethos 
includes widening the market access of 
sellers, consumers and providers of ancillary 
services. In this special feature, we try to 
answer some most common questions about 
ONDC and how it will impact India’s logistics 
landscape.
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A
s the name suggests, 
Open Network for Digital 
Commerce (ONDC) was 
set up in order to provide 
an open network for all 
aspects of the exchange 

of goods and services digitally. It is based 
on open-sourced methodology, using open 
specifications and open network protocols 
independent of any specific platform.

Since the pandemic, there has been an evident 
increase in the daily e-commerce transactions, 
both B2C and B2B, and the industry as a whole 
has picked up momentum. The e-commerce 
platforms not only connect buyers to sellers 
and vice-versa, but also provide an array 
of integrated services like warehousing, 
logistics and payment gateways. However, 
the extent of investment to be onboard such 
large integrated e-commerce platforms 
is sometimes unaffordable for smaller 
enterprises. 

This also brings the problem of portability 
of trust, which means that even if a seller 

has earned his reputation and credentials by 
selling on a particular e-commerce platform 
for a number of years, he may not be able 
to retain it if he decides to move to another 
platform or launch his own application.

T Koshy, CEO, ONDC explains the e-commerce 
model further, “Today, only a few platforms 
have held the market share for e-com globally 
and for each of them, if you are a seller on 
Platform A, you can only sell to those buyers 
who are registered on that platform. The same 
goes for Platforms B, C and so forth. Being a 
Platform A seller, if you want to sell to buyers 
on Platform B, you’ll have to register yourself 
with Platform B as well. Another disadvantage 
of it is that there are no buyer-only or seller-
only platforms. Because, if you are a buyer 
platform, unless you have sellers, who will you 
buy from? And vice-versa.”

The structure as defined by Koshy is a much 
more challenging one than it seems. To be 
aboard multiple platforms, they are required 
by the platforms to maintain separate 
infrastructure and processes, adding to their 

SPECIAL FEATURE ONDC

THE DIGITAL MARKETPLACE MODEL OF COMMERCE



Logistics Insider        July        202214

cost which also limits participation. Each 
platform also has its own terms & conditions 
that limit the flexibility of the sellers and with 
such limited flexibility, the extent and diversity 
of participation could be constrained.

“In traditional offline B2B commerce 
environments,  geography and authenticity of 
buyer/ seller, are the biggest silos. A transparent 
ecosystem that allows for authentic and verified 
players to interact with each other digitally 
will eliminate a lot of frictions that exist in the 
market today and allow for supply constraints 
to be plugged even in far-flung areas of the 
country,” adds Amit Bansal, CEO, Solv

When you look at the massive size and 
diversity of the Indian e-commerce ecosystem, 
you realize quickly that these problems are 
compounded easily. And in order to start 
solving this problem, the first step in this 
direction would be enabling interoperability 
in a decentralized network. This will eventually 
enable the flow of value more than the store of 
value i.e., shift from ‘central platforms storing 
and exchanging value’ to a ‘decentralized 
network of interconnected ecosystem actors 
orchestrating the flow of value’. 

This is where ONDC comes into the picture.

BASICS OF ONDC
ONDC will use digital commons in the form 

of an open protocol, which would be used 
for establishing public digital infrastructure 
in the form of open registries and open 
network gateways, to enable the exchange of 
information between providers and consumers. 
In simpler words, any digital buying/selling/
e-commerce platform can join forces with 
ONDC by tweaking their platform with a non-
code open specification i.e. the technology or 
code deployed for the process is freely made 
available for everyone to use, redistribute, and 
modify. This will establish a wider, more diverse 
interoperable open network and unlock the 
value trapped in the ecosystem.

Quoting Mr Koshy, “With ONDC, a big change 
is coming - anyone who has digital consumers 
can integrate itself with ONDC as a buyer 
platform and will be exposed to a bigger 
number of sellers.” 

Betting on its ability to run population-scale 
initiatives like the Unified Payment Interface 
(UPI), Aadhar, and Goods and Services Tax 
Network (GSTN), the Indian government has 
set up ONDC with the following objectives:

• Promote interoperability to create an open, 
inclusive, and competitive marketplace

• Be an enabler with minimal public digital 
infrastructure

• Be scale efficient and build for population-
scale adoption
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CEO, ONDC

Because buyers and sellers can only communicate if they are on the 
same platform, therefore, today nobody can set up a ‘buyer only’ or 
’seller only’ platform, constricting e-commerce.”
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• Make digital commerce, small-business 
friendly

• Pave the way to unlock innovation for 
reimagining digital commerce

• Ensure rapid digitalization of MSMEs and 
consumers 

A fundamental aspect of ONDC is that the 
buyer and seller need not be on the same 
platform in order to do business with each 
other. Once the platform you are on becomes 
ONDC compliant, you become discoverable to 
anyone present on the network. 

Therefore, it acts as a force multiplier for various 
segments – businesses, consumers, application 
developers, governments, and other relevant 
participants –through the creation of an 
interoperable and open playground for various 
sections to function and compete.

ONDC protocols would standardize operations 
from cataloguing to order fulfilment. Thus, 
small businesses would also be able to use 
any ONDC-compatible applications instead of 
being governed by specific platform-centric 
policies. This will provide them multiple 
options to be discoverable over the network 
and conduct business, further encouraging 
easy adoption of digital means.

The ownership of ONDC is as a non-profit 
organization, similar to NSE or NSDL. They’re 

owned by financial institutions but don’t 
participate in the marketplace directly, 
unlike the e-commerce companies operating 
currently, most of which sell their own branded 
products on their respective platforms. ONDC 
in that sense is independent.

WHAT TO EXPECT 
A lot of people believe that ONDC is going to 
be a competitor to existing e-commerce giants 
like Amazon and Walmart-owned Flipkart. 
However, experts don’t agree. 

Yatish Rajawat, CEO & Founder, Centre for 
Innovation in Public Policy says, “ONDC is not 
a competitor to Amazon, Flipkart or any other 
e-commerce platform. It is more of a standard 
which these platforms will integrate with. They 
are not exactly true marketplaces because they 
aren’t interoperable or transparent. ONDC will 
create a bridge connecting all the stakeholders 
of the marketplace.”

“It is like comparing apples to oranges. 
Interoperability is the key to success of 
platforms/ service providers who are willing 
to go that extra mile to provide a seamless 
experience, speed and convenience to 
customers,” adds Mr Bansal. 

BREAKING SILOS
According to Mr Koshy, the closed environment 
of a particular e-commerce platform is one 
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YATISH RAJAWAT
Founder & CEO, CIPP

E-commerce companies are selling their own branded products 
on their platforms, so in that sense they are not operating a true 
marketplace with complete transparency between buyers and sellers.”
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AMIT BANSAL
CEO, Solv

Multi-modal and last mile connectivity will drastically improve if 
ONDC and Gati Shakti National Masterplan are leveraged together. 
Leveraging data from ONDC can help the nation immensely in infra, 
capacity and route planning”

of the silos that ONDC aims to break. For Mr 
Rajawat, it is the silo of non-transparency 
between buyers and sellers of different 
platforms. And for Amit, geography and 
authenticity of buyer/ seller, are the biggest 
silos. He says that a transparent ecosystem 
that allows for authentic and verified players to 
interact with each other digitally will eliminate 
a lot of friction that exists in the market today 
and allow for supply constraints to be plugged, 
even in far-flung areas of the country.

ENABLER OF BETTER LOGISTICS 
OPERATIONS
Order fulfilment is the most important part of 
e-commerce and a critical cost component of 
it is logistics, especially the last mile, as agreed 
by everyone we reached out to. 

There are three things to keep in mind before 
we proceed here - i) each e-commerce platform 
has its own logistics providers, ii) logistics is 
also a service that can be sold and purchased, 

and iii) ONDC will onboard, apart from buyer 
and seller platforms, the providers of ancillary 
services.

The current landscape of e-commerce in 
India is more of a one-box system, both the 
providers and consumers are onboarded and 
asked to transact following the set of rules set 
by the box. All services of the seller interface 
i.e. logistics, warehousing, payments, etc. 
are ‘bundled’ to that particular platform he 
operates on. ONDC will onboard logistics 
players of all scales, so logistics services will 
be available as an ‘unbundled’ component 
to even smaller seller platforms that join the 
ONDC network. A small seller who does not 
have proper tie-ups for his ancillary services 
can turn to the ONDC network to buy these 
services from the providers on the network. 

‘Unbundling’ refers to the breaking down of a 
complex system into granular activities which 
can be separately operated to orchestrate 

SPECIAL FEATURE ONDC



a whole transaction. After federating the 
individual items, different actors can take up 
these individual activities. Any actor can choose 
to perform one or more activities. Therefore, 
the market along with users will allow the best 
possible combination(s) to exist. It will also 
support innovation and ease of doing business. 

This means that more logistics players, 
based on their specialization, can make 
their services available through the ONDC 
network, and sellers/buyers can choose from 
those providers based on their particular 
requirements. Mr Rajawat adds that there will 
be a standard protocol for onboarding logistics 
vendors, providing a level playing field to the 
participants and eliminating the differences 

that exist between large, micro, mini and nano 
vendors. This will ultimately lower the cost of 
onboarding for service providers.

Another aspect of it is that the logistics cost 
is mostly buried in the product price (leading 
to inflated prices). Because buyers and sellers 
do not know the actual logistics cost, they 
cannot choose the logistics vendor. This price 
opaqueness and misrepresentation of cost are 
creating an anomaly in the market. 

ONDC will eventually facilitate the democratization 
of the marketplace as well as of data. 

Mr Koshy talks about the marketplace. “ONDC 
brings different segments of sellers and buyers 



Logistics Insider        July        202220

together, who may have different requirements, 
thereby creating a democratic marketplace 
where every participant (B2B, B2C) has equal 
opportunity and they can operate on the basis 
of what they have to offer, rather than on the 
basis of captive consumers they have.”

On the other hand, Mr Rajawat talks about the 
data. “ONDC will facilitate the democratization 
of data in the terms of product pricing, logistics 
costs as well as customer’s buying behaviour.”

Lastly, it is important to note that one network 
participant can play the role of both buyer and 
seller as part of the network. This will induce 
better offerings to all network participants, 
e.g. a marketplace with retailers can act as a 
seller side participant in the retail domain but 
can also act as a buyer side participant in the 
logistics domain for a digital retail transaction.

FINAL WORDS
Around 80 firms are working to integrate 
market players with the ONDC platform. These 
firms are making enterprise software and apps 
for sellers, buyers, logistics platforms, and 
payment gateways. 

While Paytm is already a part of ONDC 
along with Dunzo (Reliance-backed) and 

Ekart (Flipkart’s logistics arm) integrated 
with it for logistics services, Reliance and 
Walmart-owned PhonePe is in the process 
of joining the network. Paytm and PhonePe 
will reportedly offer space to ONDC on their 
respective portals, through which the users 
can login to the network. Similarly, according 
to recent reports, Amazon is ‘excited about 
the prospects of ONDC’ and major FMCG 
players like ITC, Unilever, Dabur, Shopify and 
Nivea are in talks to get on board. Google 
is also in talks with the Indian government 
to integrate its shopping services with the 
network.

As of May 15, 2022 – five seller platforms, 
one buyer platform, and one logistics partner 
are part of the pilot in five cities – Delhi NCR, 
Bhopal, Bengaluru, Shillong, and Coimbatore. 

The demand for logistics will definitely go up and, 
if the government is able to plug its ambitious 
logistics parks project & leverage public-private 
partnerships through ONDC, it will go a long 
way in streamlining the logistics sector in India, 
improving efficiencies and reducing costs.

What remains to be seen now is whether ONDC 
can achieve its objectives and duplicate the 
success of UPI. 
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