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TheSecuritiesMarketsCode (SMC),
2025 consolidates theSecurities and
ExchangeBoardof India (Sebi)Act, the
SecuritiesContracts (Regulation)Act,
and theDepositoriesAct intoa single,
contemporary statute.More impor-
tantly, it brings regulatorygovernance
to the forefrontofmarket regulation.
Drawingon lessons fromtheevolution
of regulations, judicial scrutiny, regula-
toryexperience spanning threedec-
adesamong Indian regulators, and
globalbestpractices, thecode
addresses concernsarounddemocratic
legitimacy,proportionality inenforce-
ment, and institutional accountability
in securities regulations.
Thecodeaddressesawidecanvas:

Boardcomposition, independenceand
accountability,conflictmanagement,
transparency, regulatorysandboxing,
investorcharter,governanceofmarket
infrastructure institutions (MIIs), and
easeofdoingbusiness,whichare
matters foranotherday.Aregulator isa
mini-state,havingquasi-legislative,
executive,andquasi-judicialpowers.
Thispiece focusesonhowtheSMCgov-
erns thedeliveryof theseservices.

Rule-making: In securities regulation,
the volumeof regulations vastly
exceeds that of the statute,while sub-
sidiary instructions—circulars,
master circulars, andguidelines—
oftendwarf both.Thishas fuelled con-
cerns about ‘circular raj’ andademo-
cratic deficit in law-making.TheSMC
respondsdecisivelyby embedding
transparency, consultation, and legit-
imacy into the rule-making tomini-
miseunintendedconsequences and
avoidunwanted regulations.
Thecodedrawsaclearandprin-

cipleddistinctionbetweenregulations
andsubsidiary instructions.Regulation-
makingbeginswithpublicconsultation.
Draft regulations,not justdiscussion
papers,mustbepublished,publiccom-
ments invited,andageneral responseto
suchcommentsdisclosed.Regulations
canbemadeonlybythegoverning
board; thiscannotbedelegated.The
boardcomposition,allowinguptosix
independentmembers,ensures that
regulationreflectsvoicesbeyondthe
executiveandtheregulator’s full-time
establishment.Participatoryregulation
thusbecomesastatutorynorm,nota
discretionarycourtesy.Periodicreview
ismandatedtoensurecontinuedrel-
evance,whiledepartures fromconsulta-
tionarepermittedonly innarrowly
definedurgentcases.
Subsidiary instructions,bycontrast,

areconfinedtoclarificatoryandproce-
duralmatters,andcannotsubstitute for
regulations.Eventhesemaybeissued
bythechairpersonwithawhole-time
member (WTM),orbytwoWTMs,
underscoringthat interpretativegui-
dancealsorequiresapplicationofmind

at theboard level. Advisorycommittees
are formallyembedded, institutionalis-
ingexpertandstakeholder input for
subsidiary instructions.Thoughadvis-
ory, theyenhancedeliberation, regula-
toryquality, andpublic trust.
Governancedisciplineextendseven

tothebylawsofMIIs.Thebylawsmust
promotetheobjectivesof thecode,
ensurenon-discriminatoryaccess,
foster transparency,minimisemarket
abuse,andenable interoperability.They
aresubject topublicconsultationand
requireSebi’sapproval,with limited,
reasonedexceptions,aligningprivate
rule-makingwithpublic regulatory
values.Evenrulesmadebythegovern-
mentrequirepriorpublication.
Thearchitecture culminates in

parliamentary scrutiny.All rules, regu-
lations, bylaws, andsubsidiary instruc-
tionsmustbe laidbeforeParliament,
anchoring regulatoryautonomyfirmly
withindemocraticoversight.While the
SMCmandates regulatory impact
assessment studies, it couldhaveman-
dated suchassessment formakingand
reviewing regulations.

Adjudication:Securities lawsprovide
formultiple, siloedproceedings—
enquiries leading to suspensionor can-
cellationof registration, andadjudica-
tion resultingonly inmonetary
penalties.Theflaw is structural:The
regulator’smind is effectivelymadeup
about the typeof sanctionat the initi-
ation stage, before thegravityof the
contravention is fully established.Par-
allel proceedings sometimes lead to
contradictoryfindings.TheSMCcor-
rects this infirmitybyconsolidating
enforcement intoa single
proceeding, enabling
appropriateoutcomes—
suspensionor cancella-
tion, ceaseanddesist
orders,monetary
penalties, disgorgement,
and remedial orpreventive
directions, once the
contravention isfinally
determined.
Theadjudicationpro-

cess is grounded inprin-
ciplesofnatural justice.
Proceedingsbeginwitha showcause
noticeexplaining theallegedviolation
andenclosing thedocumentsand
material reliedupon, andprovidingan
opportunity to respondwithina spec-
ified time.Theadjudicatingofficer (AO)
exercises thecivil court-likepowersand
mustdisposeof the showcausenotice
bya reasonedorder.
Enforcementoutcomesmustbepro-

portionate,considering intent,
duration, frequency,unlawfulgains,
investorharm,andimpactonmarket
integrity,aswellasaggravatingandmiti-
gatingfactors.Settlementofadminis-
trativeandcivilproceedings, too,must
reflect thenature,gravity,andimpactof
thecontravention.Thisshifts securities
enforcementawayfromcheckboxcom-
pliance, towardscalibratedregulation,
wheresanctionsarepredictable, rea-
soned,anddefensible, strengthening
bothdeterrenceandlegitimacy.
Thecodedisciplines theuseof

interimorders.Thesecurities laws
empowertheregulator,pendingoron
completionof inspection/investigation,
to issue interimorders toprevent further
harmtoinvestorsandthemarket.At

times,decadescanpassbetweenthe
interimorderandthefinalorder,
makingtheaccusedsuffer formuch
longer thanwhat thecontravention
wouldotherwisewarrant.TheSMC
allows interimorders,ordinarilypre-
cededbyahearing,andvalid foramaxi-
mumof180days,whichcanbe
extendedonlybyareasoneddecisionof
designatedboardmembers,withan
outer limitof twoyears. Interim
measures thusremaintruly interim,
protective,notpunitive.

Executiveaction:TheSMCestablishes
aunified registration frameworkgov-
erningapplication, scrutiny,
grant, conditions, refusal, andsur-
render,withdueprocess embedded
throughout. Inspectionand investiga-
tionpowersare similarlydisciplined:
They requirewrittenorders,must
followprescribedprocedures, are sub-
ject to time limits, transparency, and
proportionality, and require reasons
for extension. Investigatorsmust
quantifyunlawful gainsor investor
losses, ensuringoutcome-oriented
enforcement. Importantly,no inspec-
tion/ investigationmaybe initiated
after eightyears fromthedateof
contravention.
The codeaddresses long-standing

public lawconcerns arising fromthe
fusionof regulatory functions.Draw-
ing lessons fromrecent judicial inter-
ventions, it statutorily separates
fact-finding fromadjudication.Any
person involved in inspection, investi-
gation, interimorders, or settlement
consideration is disqualified from
acting as anAO in the samematter. It

alsoprohibits theAO
from investigating/
inspecting thepersonor
considering its settle-
ment applicationagainst
whomithas issued the
showcausenotice. This
firewall embeds institu-
tional fairnessdirectly
into the statute.
Having raised the bar

so decisively, the govern-
mentwill be entitled to
expect regulated entities

to reciprocate that trust bymature, fair
and responsible conduct towards the
public,while preservingmarket integ-
rity, financial stability, and the
national interest.
Sebiwas India’sfirstmodern regula-

tor; theSMCcements that leadership
role in statutory form. Indoing so, it
offers a credibleblueprint for regula-
torygovernancewithin thefinancial
sector andbeyond. If implemented in
letter andspirit, thecodehas thepoten-
tial to recalibrate trustbetween the
regulator, themarket, and investors.
Its real test, however,will bewhether
thesegovernancedisciplinesbecome
embedded ineveryday regulatory
practice, andwhether they inspire
similar reformacross India’swider
regulatory state.
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Tomorrow,Part II:Regulatoryarchitec-
ture 2.0:Regulatory reformmoves from
discretion to institutionaldesign
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The SecuritiesMarkets Code embeds legitimacy, proportionality, and
accountability intomarket regulation. The first of a three-part series

Regulatorygovernance,
finallycodified

OPINION

In India’s fast-growing Ecommerce ecosys-tem, shipping has become a critical driver of
profitability. Customer expectations are ris-

ing, delivery timelines are shrinking, and mar-
gins remain under constant pressure. Amid this
complexity, one operational issue continues to
quietly erode seller profits: weight discrepancy.
Weight discrepancy arises when there is a

mismatch between the weight declared by a
seller and the weight recorded by the courier.
Shipping charges are calculated using the
higher of dead weight, which is the actual
physical weight, or volumetric weight, which is
derived from package dimensions. If the
courier-measured weight exceeds the declared
value, the difference is billed retrospectively,
often weeks after delivery.
This delay makes weight discrepancy par-

ticularly damaging. By the time charges sur-
face, orders are already closed and revenue
accounted for, forcing sellers to absorb un-
planned costs that were never factored into
pricing. In many cases, discrepancies are
driven by volumetric weight rather than the
product itself. Incorrect declarations, non-stan-
dard box sizes, and inconsistent packaging
such as courier bags(flyers) can distort dimen-
sions during automated scans. Differences in
scanning equipment and manual interference
at courier hubs further compound the issue,
leading to financial uncertainty and reactive
dispute management.

How is Shiprocket Solving the Problem?
Shiprocket treats weight discrepancy as a sys-

temic logistics challenge rather than an isolated
courier issue. Its approach is built around pre-
vention, validation, and transparency, helping
sellers move from reactive firefighting to pre-
dictable cost control.
Prevention begins before dispatch. Sellers

can freeze dead and volumetric weights at the
SKU level for single-quantity shipments, ensur-
ing consistency across orders and reducing
misdeclaration. Shiprocket also enables sellers
to declare packaging details in advance, stan-
dardising box-level volumetric weights to min-
imise dimension-related surprises.
Data and AI add a strong validation layer.

Historical shipment data flags anomalous
charges, such as sudden spikes for products
with stable billing patterns. Category-based
maximum weight caps further prevent extreme
errors.
Every courier-raised discrepancy must be

supported by image proof, which is validated
using AI before reaching sellers. When discrep-
ancies do occur, sellers receive a clear dash-
board breakdown, timely notifications, and a
defined window to accept or dispute charges.

From Uncertainty to Control
Weight discrepancy isn’t an unavoidable cost,
it’s a symptom of weak upstream controls and
fragmented logistics validation. As Ecommerce
scales, tolerance for such leakage disappears.
Without predictable shipping costs, margin ero-
sion compounds with every order, making
weight control a prerequisite for sustainable
growth.

How Top Sellers Eliminate Weight
Discrepancies Before They Happen

#EcommerceSimplified powered by Shiprocket
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