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AUTHORS’ NOTE


WRITING CLICK! HAS BEEN BOTH challenging and enjoyable.


It’s not often that authors get the opportunity to write on perhaps the hottest topic in business around the world, and it has been a pleasure delving into it and presenting a comprehensive portrait of an exciting phenomenon. Yet, surprisingly, it is the ubiquitous nature of e-commerce that presented the greatest challenge for us. We have constantly grappled with how to present facts and how much to present of them. For instance, what might be easily comprehensible to readers of a particular segment might be abstruse for another. In trying to emphasize a point for the latter, we could end up disengaging the former. The reverse is true, too. If we were to assume that an example is self-explanatory – as it might well be for some – there could always be another reader who would expect, even need, more elaboration. While writing this book we have endeavoured to draw a balance among various reader segments while either explaining a concept or drawing our analyses.


Another area that posed a challenge pertained to the inclusion of categories within e-commerce. The sector is replete with success stories of entrepreneurs creating disruption in areas as diverse as retail, technology, finance, education, classifieds, online tour agents, among several others. While we have addressed most of the critical categories in the analysis section (Part 3 of the book), we have covered in detail only a few of the categories where we share the stories of eight entrepreneurs and their disruption (Part 2 of the book). We realize that there might be readers who would like to know more about the other categories and businesses in detail, and it could well become the subject of a sequel to this book.


Given the dynamic nature of the business, incorporating every recent development (and there have been many) has not been possible, though we have tried to cover as much as we could till the time of the book going to press. However, we would like to believe that we have, through the stories and analysis we have presented, given readers a comprehensive a study of the past, present and future of India’s e-commerce industry.


The readers who have entrepreneurial dreams will find in this book valuable insights on how ‘unicorns’ have been built within the space of five to ten years by people who have exhibited a knack for coming up with good ideas and the determination to follow through on them. They will get insights into the strategies that have worked and read analyses of the ones that haven’t. They will realize that most of the businesses that have been included here weren’t built for success from day one. The majority of them faltered initially and it was only after the founders pivoted or otherwise persevered that they tasted success. Those who have been following this sector over the years will particularly relate to the analysis section as it covers all that has happened in the sector till date and explores future possibilities. There is thus something in this book for all readers.


Finally, we realize that while the book may answer a lot of unasked questions, it may well throw up some of its own. Readers with an interest in getting answers to their queries or desiring to know more about a particular aspect of e-commerce are welcome to interact with the authors on LinkedIn (https://www.linkedin.com/in/komalbhanver/; https://www.linkedin.com/in/jagmohan-bhanver-15396b24/); Facebook (https://www.facebook.com/AuthorKomalBhanver; https://www.facebook.com/AuthorJagmohan); or Twitter (@KomalBhanver; @authorjagmohan).




PROLOGUE


THE YEAR IS 2030. IMAGINE people staring blankly at you when you say you’ve sent them a Facebook request. Sounds ridiculous? Perhaps it isn’t. The history of the business world is replete with instances of the most legendary of companies disappearing into a black hole because they failed to read the future clearly.


One such tale is that of Kodak. In 1976, Kodak had cornered 90 per cent of the total revenue earned from the sale of camera films in the whole of the United States of America (US). Their revenues from the sale of cameras in the same market accounted for 85 per cent of the total. Yet, by 2012, Kodak had filed for bankruptcy. A company that had ruled supreme in a market segment for decades was relegated to oblivion in a matter of a few years.


What led to this was primarily Kodak’s own mindset, which prevented it from riding the next wave – that of digital technology. It wasn’t as if the company didn’t have the tools to transition to digital. Few people are aware of the fact that Kodak was actually one of the first companies to come up with the technology that powered digital cameras. Way back in 1975, Steve Sasson, a Kodak engineer, had come up with the initial plan for a filmless camera. But, instead of being the first to transition to digital, the company decided to ignore the writing on the wall and pressed forward with their existing technology which was destined to become obsolete not too long in the future. In fact, the company had earlier made timely, strategic shifts – first from the dry-plate business to film and then to investing in colour film – but this time around they had failed to recognize the potential of digital imagery as a whole.


In Sasson’s words, Kodak’s management’s initial response to filmless photography was, ‘that’s cute, but don’t tell anyone about it’. Their reason? The new technology threatened their main line of business – films and film-based cameras. By the time Kodak realized they had dug their own grave, the death-knell had already sounded. Although they got into the digital business later, they were left behind by nimbler players like Fuji, Sony and Canon. When they did manage to catch up, technology had reached yet another turning point and smartphones had replaced expensive digital cameras. Today, the world no longer talks about the ‘Kodak moment’; it is the selfie that rules.
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If you are an automobile enthusiast, you will recall that a few years ago the annual turnover of General Motors (GM) could be compared to the gross domestic product (GDP) of some nations. It took GM 107 years to achieve that iconic status. But it took Uber, the online transportation network company, only five and a half years to beat GM in valuation. Today, at $68 billion, Uber’s value exceeds that of GM, Ford and Honda, the three giants that account for the bulk of automobile sales around the world. The irony is that Uber doesn’t own or produce a single car. All it has is its software.


Then there is Airbnb, Inc. At $25.5 billion, this website – which connects you to people all over the world looking to rent out rooms or properties – is valued at more than hospitality stalwarts like Marriott and Starwood. Like Uber, Airbnb does not own hotel property anywhere in the world. Yet its user base of more than 35 million dwarfs the number of customers that any leading chain of hotels might have.


As these instances demonstrate, with rapid advancements in every sphere of technology, changes that earlier evolved over hundreds of years now manifest in less than a decade. In many cases they cause a particular way of doing things to become passé even before it has completed its natural life-cycle. When used effectively by businesses to a transformative effect, these advancements perform the singular function of changing the way business has been conducted or a product has been used so far. In short, they disrupt existing paradigms of conducting business.
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In the digital space, the ideas that disrupt take this a step further – they have a ‘butterfly effect’ on other businesses, sometimes even unrelated ones.


As a high-school student, I remember my father being tasked by the Indian government to bring home one of the country’s first supercomputers from Europe. He had explained to me that the supercomputer was housed in a temperature-regulated environment spanning almost 2,000 square feet of area. Today, a regular pocket-sized smartphone wields more computing power than that supercomputer. This technology, which was once available to just a handful of people, is available in more potent forms to anyone who owns a smartphone. The number of people who use smartphones today exceeds a billion, and the transition has come about in less than 25 years.


Now consider 3G and 4G networks. Technological breakthroughs in themselves, these networks have taken the use of the ubiquitous smartphone a step further. The phone, once an instrument of basic communication, is now an indispensable part of most people’s lives, used to fulfil almost every need a person may have. This, in turn, has resulted in the invention of a plethora of mobile apps, which have brought about a sea-change in the way certain industries conduct their business. For instance, today, people don’t need to read a printed newspaper to get their daily dose of news. News apps on the mobile are the preference of a cross-section of society, taking in second-by-second updates of events on the phone in real time, consuming them as items to be read in long and short forms, to be viewed as videos or even to be listened to, at any location of their choosing. Apps like Ola and Uber that owe their existence to the smartphone have transformed the way people view car ownership as well as the functioning of the entire cab industry.


On a parallel plane, the increased speed and efficacy of Internet connectivity has brought about significant changes in the education sector. At one time, a handful of people could access superior education from a limited number of colleges and universities. Today, high-speed web applications have ensured that through portals like Khan Academy, Udacity, Coursera and several others a person can access world-class education from the best institutions irrespective of their location. Online courses have transformed millions of lives all over the globe by changing the way knowledge is shared and are relevant alternatives, if not replacements, for brick-and-mortar institutions.


An example closer home would be that of TRUEtest. TRUEtest, and similar platforms, are aiming to solve the problem of unemployability in India. Almost 75 per cent of the working population in small towns and 55 per cent in India’s metro cities is considered unemployable. One of the major difficulties in addressing the problem of widespread unemployment is the inability to assess skill gaps, and to mentor the young and help them avail of the right kind of vocational training that will empower them. The other big challenge for India’s youth is the lack of industry connect. Given the vast spread of the country, this problem has been practically impossible to address through offline solutions, even by means of public–private partnerships. This is where players like TRUEtest are making a significant difference. The platform scientifically assesses students as well as working professionals for skill gaps; guides them to higher-education courses or occupations that are ideal for them given their interests, aptitude and personality; and, through a sophisticated algorithm, automatically connects them to a career counsellor suited for them. Beyond this, the recommender engine of the portal connects individuals to relevant industry mentors who are able to give advice; systemically prompts for appropriate skill development, learning programmes and courses, and even takes individuals on a virtual tour of a company or college they are interested in joining. All of this is at the user’s fingertips at a click from any location. One could strongly argue that at a certain level TRUEtest has already made traditional career counselling and classroom learning redundant.


Consider also the disruption that players like Google and Tesla have wrought on the automobile industry. Google has been experimenting with self-driven cars for the past few years. Recently, Tesla, Microsoft and Apple have also spent billions on driverless car technologies. It is no longer hard to imagine a time when drivers may become redundant. Cabs as we know them may cease to exist; parking would cease to be an issue. Laterally, the car insurance industry would see a significant impact; businesses offering driving courses would need to look for alternative opportunities; and services like Uber and Ola, which have disrupted the cab industry today, would become redundant unless they reinvent themselves. (To its credit, Uber has already begun working with Carnegie Mellon University’s robotics programme to stave off this eventuality.)


Clearly, we live in exciting times. All over the world, paradigms are changing faster than they ever have before, and more and more people are establishing disruptive ventures to reshape the way businesses function. Among them are visionaries who, through their innate ability to anticipate future consumer needs and market trends, succeed in revolutionizing a whole business sector, and the quick and effective adapters who (unlike Kodak in the 1970s) recognize the early onset of shifting paradigms and evolve their businesses so that they are in tandem with where the world is headed.


The world has come a long way from traditional modes of doing business. This age is not about who has more financial muscle, or who has been around longer. The future is up for the taking, and it is going to be driven by people with ideas and the early movers with the gumption to take the right direction at the right time. These are the people and organizations to watch out for. These are the ones who will make it click!




PART 1
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THE
PLAYGROUND




THE CHANGING FACE OF
E-COMMERCE IN INDIA


THE JOKE GOING AROUND back in the day of the dot-com boom was that all you needed were some figures scribbled on a piece of paper, and venture capitalists – or VCs, as they are better known – would hand over millions of dollars to fund your start-up. Given the vast amount of money raised for starting up businesses, sometimes by mere kids armed with nothing more than a crumpled sheet of paper or an elementary Excel sheet (even the latter was rare at the best of times), the joke unwittingly captures the essence of the mood prevalent in the 1990s in India.


Consider this: It took the radio 50 years to garner 50 million owners; the television 16 years to achieve the same statistic; and personal computers (PCs) 17 years to boast of the same number of users. But it took only four years from the invention of the World Wide Web for the Internet to be used by 50 million people.


For the average shopper in India, going from one store to another in search of a good deal was de rigueur until 13 August 1998, when Rediff.com launched Rediff on the Net, a web portal that for the first time brought shopping – not to mention news and entertainment alongside – to people’s desktops at the click of a mouse. Quick on its heels, the very next year, came the Government of India’s Indian Railway Catering and Tourism Corporation (IRCTC) portal that allowed online booking of railway tickets from anywhere at any time. From that moment on, e-commerce carved a path for itself in India like a thundering juggernaut and it looks like it has no intention of stopping. From simply testing the waters, the e-commerce industry in India seems to have finally learnt how to swim with the flow. In 2016, the e-commerce market in India was pegged at over $25 billion.


The Evolution of E-commerce in India and the World
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In order to comprehend the story of e-commerce in India in totality, one would have to go back to the origins of e-commerce, perhaps to a time when the Internet itself was just an idea. One might say that the seeds of e-commerce were sown far back in 1971 when the Advanced Research Projects Agency Network (ARPANET) was used to arrange a sale of an undetermined quantity of cannabis between students at the Stanford Artificial Intelligence Laboratory (SAIL) and the Massachusetts Institute of Technology (MIT) – a seminal occasion in the history of e-commerce!


Eight years later, in 1979, Michael Aldrich displayed the first online shopping system. The English inventor’s system allowed transactions between business and customers, as well as between different businesses. Two years later, Thomson Holidays (UK) gained the distinction of being the first business-to-business (B2B) platform for online shopping. In May 1984, the world’s first business-to-consumer (B2C) online shopping transaction took place in Gateshead, England, with Mrs Jane Snowball – better known as the first online home-shopper in the world – casting her name in e-commerce history with her online grocery purchase from a Tesco store. In the same year, California became the first state to pass a law related to e-commerce. The law laid down the rights of the online customer. Finally, in 1990, all hell broke loose across the civilized world when Sir Tim Berners-Lee launched the World Wide Web using a neXT computer. This fuelled the e-commerce revolution like nothing had before.


Book Stacks Unlimited in Cleveland was perhaps the first site to sell books online, with the facility to pay online through a credit card. This was as early as 1992. Two years later, a Princeton alumnus called Jeff Bezos left a well-paying job with D.E. Shaw & Co., a hedge fund in New York, to jump onto the Internet bandwagon. He moved to Seattle deciding it wasn’t too late yet to capitalize on what was already being talked about as the great Internet boom. By mid-1994 he had set up Cadabra, the company that would allow him to test his business model. However, when he realized people may be prone to committing malapropisms with the name ‘Cadabra’ confusing it with ‘cadaver’ – meaning ‘corpse’ – Bezos changed it in 1995. Recognizing the limitless potential of the Internet and e-commerce, he aptly named his company Amazon.com (now Amazon.com, Inc.), after the Amazon River, considered to be the largest river in the world in terms of the volume of water it holds. Bezos aimed to make Amazon the largest online store in the world. Today, his one-time ambition has been achieved, not least because over the years that followed the Internet business has grown at an annual rate exceeding 2,000 per cent.


While Bezos was marking the beginnings of an e-commerce giant, in 1995, Pierre Omidyar, a computer programmer, was in the process of setting up another legendary organization called AuctionWeb, with co-founder Jeff Skoll. Just as Amazon started out of Bezos’s garage (like so many great Internet businesses in the world), Pierre’s company was born in his living room. AuctionWeb was initially a marketplace for selling products and services to individuals, a site that allowed people to bid for the products listed on it. In 1998, the founders brought in Meg Whitman, a successful business professional, to help them sustain the company’s success. With the influx of a new, more experienced team under Whitman, the vision for the company’s future changed and its objective was stated by the founders to be to connect people. The site, whose name was changed to eBay (now eBay Inc.) in September 1997 is today an e-commerce giant valued (at the end of 2016) at $36.87 billion.


By 1995, the use of the Internet had proliferated, and companies like Dell and Cisco had begun to aggressively undertake commercial transactions online, though this remained largely B2B. The frenetic e-commerce activity across the world set the stage for its evolution in Asian markets and, in 1996, e-commerce reached India’s shores.


The evolution of Indian e-commerce


The first wave


E-commerce first knocked on India’s door through the B2B platform. In 1996, several B2B e-commerce companies were launched in the country. IndiaMART, an online marketplace that connected buyers to suppliers, led this round with Dinesh Agarwal as its founder. IndiaMART has recently been declared the second largest B2B marketplace after the Chinese B2B giant Alibaba.com (Alibaba Group Holdings Ltd). Alibaba itself was established by Jack Ma three years after IndiaMART, in 1999, as a B2B enterprise, though it later incorporated consumer-to-consumer (C2C) and B2C platforms as well. With an estimated market value of $231 billion after their 2014 initial public offering (IPO), Alibaba has grown at hyper-speed to reach $261 billion in September 2016. IndiaMART, too, has set its own pace. Started on a seed capital of less than $1,000, the company has today grown to earn annual revenues of more than $40 million.


Between 1996 and 2000, in the years that came to be known as the dot-com boom, hundreds of Internet-based ventures mushroomed all over the country. The Internet business flourished during these five years, enabling a crop of young entrepreneurs to make their mark. Some of these people were seasoned players from brick-and-mortar businesses who were entering a new sector, but the majority comprised very young people with little practical knowledge and experience of the business world. Yet, such was the euphoria of those days that hardnosed VCs didn’t blink an eye while signing cheques of millions of dollars to fund the ideas and companies envisioned by these businessmen. In fact, as mentioned earlier, it became a standing joke that as long as your business had a ‘.com’ at the end of its name no one would ask you for a business plan. And it did not stop there. It was clear to anyone who was watching that stock prices of companies would shoot up instantly if they had an ‘e’ prefixed to their name.


Different Kinds of E-commerce Transactions
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The VCs of the time were primarily betting on the innovativeness of an idea and the technology that the new entrepreneurs planned to develop and use. With experienced investors funding such companies, a ‘comfort bias’ developed about e-commerce start-ups being safe investments that the success of the businesses would miraculously help multiply several times over. A herd mentality kicked in and media stories around the millions of dollars that young dot-com start-ups had made for people in other parts of the world created further hype. The low interest rates that prevailed in the late 1990s further magnified interest in this segment.


Meanwhile, stock prices of these companies continued to move up. Caught up in the exuberance of the dot-com dream, even the propounders of P/E ratios (the ratio of the price of a company’s shares to its earnings per share) and other such norms – the watchdogs who would otherwise issue warnings about impending disasters – neglected to keep an eye on the numbers.


The focus of dot-com entrepreneurs was to grow their customer base. Those who thought it would be prudent to grow relatively slowly and attempt a gradual upscale were politely told by VCs to either grow faster or beware of being left behind. With the entire attention focussed on how fast one could grow, revenues and profit ceased to be the prime consideration in the short run with a view to long-term stability. In the absence of revenues and profitability, the one thing that really mattered to the consumer was how visible the company was. This is where high-octane advertising campaigns came in. For the dot-com company this may have meant more cash burn, but it certainly gave a high degree of comfort to retail investors of the company. And so stock prices rose further, based on the superficial perception of what an advertisement suggested; a company was just as successful as it advertised itself to be.


At this time the lifestyles of some of the more flamboyant entrepreneurs became a case study in excess. Those who sold off their stake partly or completely before a company got publicly listed suddenly had more money than they knew what to do with. Those who stuck with their companies till the IPO and after were able to cash out some of their equity at that time. Even employees – who gained from their stock options – found they had come into a substantial amount of money. This rapid change in fortunes made many people spend not just their own but also the company’s money on holidays and long tours around the world, putting further strain on a business that wasn’t making profits in the first place. The dot-com galleon had begun to get overloaded and the sailors didn’t have an inkling of how troubled the waters were soon going to become.


With the objective of emulating the elevated lifestyle of some of the early entrepreneurs, other corporate executives from different levels began to leave settled jobs in the hope that they too would get rich overnight like the folks they had spotted vacationing on star cruises. More and more business plans kept getting written on pieces of paper until, in 2000, the axe finally fell. The dot-com bubble burst practically overnight, and very few people knew then just how significant the effect would be on the progression of the e-commerce industry.
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The dot-com industry crashed less than five years after it had surfaced in India. The fall, however, was not just limited to India. Former bigwigs and superstars of the dot-com era from across the world now lay by the wayside.


Told in numbers, some of these stories sharply convey the enormity of the fall. Perhaps one of the best remembered disasters of this era is that of WorldCom (now MCI Inc.). At one time the second largest telephone and Internet service provider after AT&T Inc. in the United States, WorldCom grew rapidly through the 1990s. By July 2002, it had filed for bankruptcy protection. Another classic example is Inktomi Corporation which, at one time, was Google’s competitor in the search engine business. Inktomi was valued at $37 billion in March 2000. Less than three years later, by December 2002, its value had fallen to about $235 million. In another year, the company’s value had dwindled to a mere 0.6 per cent of what it had been.


The Learning Company (TLC), an American educational software company, was acquired by Mattel for $3.5 billion in 1999. In about a year, its sale price had come down to the comparatively low figure of $27.3 million. This represented 0.8 per cent of its valuation.


Then there was the debacle of Lycos, Inc., the search engine that was established in 1994 and achieved the status of the most visited portal on the Internet in 1999. The company published its IPO in 1996, and a little before the dot-com bubble burst Lycos was acquired by Terra Networks S.A., the Internet arm of Telefonica, for $12.5 billion. The rationale behind the acquisition price surprised many observers since the offer seemed to value Lycos at more than 20 times its value at the IPO stage. Just about four years later, Lycos was sold off to Daum Communications (now Kakao Corporation) for $95 million, less than 2 per cent of the value Terra had ascribed to Lycos in 2000.


The scene in India was only slightly better than the situation worldwide. The mantra till then had been simple – think up a novelsounding idea, get your domain name registered, develop or borrow some content, promote it in a big way and gain momentum with the hype generated. The assumption was that revenue and profits would, in time, take care of themselves. But, by the turn of 2000, profits still seemed like the promised land that was nowhere in sight.


A mind-boggling number of dot-coms commenced business in India in the 1990s. By 2000, more than a thousand closed down, a few more were buried quietly over the next year or two, and a few survived. The last were the ones that had a real business plan, the ones that had been cautious with the way they used the funds that investors had trusted them with. (Though it could also be said that some were just plain lucky!)


Even though people were enthused about the possibilities of e-commerce right through these years, or what can be described as the first phase, it was a period rife with challenges for the sector. Among the key issues that affected the success and longevity of the companies were the abysmally low levels of Internet penetration, slow Internet speeds, and the marginal online-shopping user base. The other limiting factors were the low comfort levels of Indian consumers with online transactions and, of course, the nascent stage of logistics.


[image: img]


The stories of some companies that did not survive make for an interesting mosaic of the factors that determined the trajectory of e-commerce start-ups through the late 1990s and early 2000s.


One of the companies that entered with a bang and exited with much brouhaha was Hometrade.com. Established when the dot-com boom was at its peak, the company initially positioned itself as an e-brokering portal – though, subsequently, it appeared that it was more of a ready reckoner for financial products. Its launch was the talk of the town. Approximately $13 million was spent on high-powered advertisements. Three of the most expensive celebrity endorsers in the country – Hrithik Roshan, Shah Rukh Khan and Sachin Tendulkar – were brought in to be the ambassadors of the company. Their heady recommendations could be seen on Hometrade hoardings across cities. Hometrade’s claim was that it would change the way people looked at financial products. However, they carefully refrained from providing specifics on how they would do this and even on what their products would be. The company also stated that they were globally the first fast moving financial goods (FMFG) company. The irony of the claim was that at the time it was made, Hometrade had not yet launched a single product. Their approach did not seem revenue focused; it looked like they were interested only in raising more and more capital. The idea, as it was revealed later, was to try and get a listing on the Bombay Stock Exchange (BSE) and make a killing. However, when their funds ran out and the company was no longer able to keep rotating the cooperative banks they were working with, the scam came to light. Apparently, Hometrade was using the credibility it had gained through its celebrity endorsements to hype up its image, and this image was further used to shroud the borrowings and illegal government securities (G-Sec) trading that it was doing through an equity broking membership. Pretending to buy government securities and sending them on for physical transfer, Hometrade used the funds they gained for a month or two. This process was then repeated with another cooperative bank to repay the former bank. However, towards the end, when it was unable to pay back approximately $25 million to Nagpur District Central Cooperative Bank, the scam began to come undone. By the time the company’s operations finally came to a standstill, many people had lost good money that they had invested in it.


Indya.com was another e-commerce platform that was backed by much hype and high-profile advertising at its launch, starting with a full-page advertisement on the front page of a premium newspaper, a decidedly extravagant spend. Established by Pradeep Kar, who had earlier founded the remote infrastructure management services provider Microland, Indya.com was founded in 1998 as an entertainment portal. Investors like Rupert Murdoch, Ram Shriram and Rajat Gupta were roped in. The best (and in some cases, the most expensive) resources were recruited. Unfortunately, the initial hype and the money spent on creating that hype were not in line with what the site offered. The expected advertisement volumes did not roll in as planned. By 2001, the future of the company was clearly written on the wall. In 2002, Murdoch decided to step in and acquire the entire business, which several people believed was more a face-saving initiative than a strategic decision on Murdoch’s part. Indya.com was sold to Murdoch’s News Corporation and continues to be Star TV’s online arm.


A telling example of a business idea that sounded great but was subsequently executed without too much validation or foresight was Caltiger.com. Caltiger began as an Internet service provider (ISP) offering free dial-up. There was only one thing the service offered that was really attractive compared to its competitors – it was free! But even free Internet service wasn’t enticing enough for users. Part of the reason was the time it took to connect to the Internet at the time and the unreliability of the connection when a user did manage to connect. While the promoters possibly thought of earning revenues through advertisements, the model was to become passé with new technologies like Firefox coming in that would get rid of advertisements. However, thanks to a high-powered ad campaign (including innovative outdoor campaigns on public buses, a first at the time), they managed to take the subscriber base to about 750,000 by mid-2000. At this time, Caltiger’s valuation went up to a dizzying $120 million. However, by the end of 2001, investors had begun to withdraw from the project and Caltiger was compelled to switch to a paid model. This saw an immediate drop in their subscriber base, which fell from 750,000 to 2,000. Patriot Automation Projects, the company that owned the Caltiger brand, closed down its offices and more than a hundred people lost their jobs. Soon, thereafter, the company went bust.


Sukaran Singh’s Broadcastindia.com failed to take off as well. Launched as a news channel with streaming content, it was perhaps ahead of its time and didn’t quite strike a chord with the existing market.


Another portal, Firstandsecond.com, an online store for books and other entertainment products, came up as India’s answer to BarnesandNoble.com and Amazon.com. But it didn’t quite follow the trajectory of its models. While the site was in operation until recently, it failed to score the kind of runs that had been expected at the beginning. Started by G.B.S. Bindra in the late 1990s, it could have been a formidable competitor for Amazon. The Jeff Bezos owned company and Bindra’s venture had both started around the same time. It would have given Bindra at least a ten-year lead on companies like Flipkart, who entered the segment later with the same idea. But this was not to be. For one, the venture ran out of cash and was unable to convert their term sheet with an investor into actual funding. This resulted in them spending a significant amount of the available cash, which was considerable in itself, in buying up stocks of books, a relatively slow-moving product. It was a classic case of insufficient knowledge and over-estimation of the market and demand therein, coupled with a choice of wrong product mix. In an industry where four months of stockholding is the norm – and even less so in an online business model – the company amassed several years’ worth of inventory without a clear view of how speedily the stock would move. It is possibly that they believed that customers could be attracted by high discounts and be lured back by more and they chose to make bulk purchases themselves at deep discounts. However, the margins they had possibly calculated they would make remained high only in theory. Towards the end, they were sitting on huge losses, and a capital burn rate from which there was no comeback.


Arzoo.com was set up by Sabeer Bhatia, the founder of Hotmail.com, as the ‘single-most trusted resource for expert engineering talent for companies in need of technology-related solutions and support’. It was supposed to be a real time marketplace for technology solutions and support. Bhatia’s coup with Hotmail’s sale to Microsoft had earned him the fun epithet of ‘hot male’, so it didn’t come as a surprise that his poster-boy image helped Arzoo.com open with tremendous hype and extraordinary levels of expectation. The portal was expected to revolutionize the IT industry. However, the dot-com bust came before Arzoo could get the kind of traction Bhatia had thought it would. The prevalent negative mood pertaining to Internet businesses at the time did not help the venture and, by early 2001, the portal was consigned to history.


The second wave and onward


The years 2000 to 2005 saw the second phase of the development of e-commerce in India. After the deafening burst of the dot-com bubble, this was a period of relative silence and introspection for the various constituents of the e-commerce business.


The next five-year phase, between 2005 and 2010, was marked by two important changes in India. The seeds of the first were sown when, in August 2003, Captain G.R. Gopinath decided to set up what was at the time India’s first low-cost airline. It was called Air Deccan and was a wholly owned subsidiary of Deccan Aviation. Air Deccan was initially positioned as the common man’s airline. Little did Captain Gopinath realize that his dream of wanting every Indian to fly at least once in their lifetime would spawn an entirely new industry and would set into motion a fresh dream for several entrepreneurs. In short, Captain Gopinath became the unwitting progenitor of the third phase (and the second wave) of the e-commerce sector in India.


Air Deccan’s entry into the Indian aviation market encouraged others to follow suit. Carriers like SpiceJet, Indigo, GoAir and JetLite soon entered the fray, increasing the size of the aviation business by a large margin. Air Deccan had also spearheaded flights connecting far-flung locations and small towns across the country, which meant more customers were flying in and out of all parts of India. With the other low-cost carriers joining the game, connectivity across the nation increased by leaps and bounds in a relatively short span of time.


The Indian Railways had already started online booking services for rail travel, and this became the third variable that opened up connectivity and logistics channels and set the stage for the resurgence of the e-commerce sector in India – one that would be driven by the online travel segment. In order to increase reach and add more meaning to their customers’ travel, the low-cost carriers decided to sell their tickets online, either on their own or through third parties. This paved the way for online travel agents (OTAs) like MakeMyTrip.com and Cleartrip.com, among others. OTAs didn’t just offer flight bookings but gradually expanded into non-flight businesses like holiday packages, hotel bookings, rail bookings, and so on.


In this period, before the ripples of the crash of the global financial economy were felt in India, the high growth rate of the country’s economy brought about an increase in the per capita income and a simultaneous rise in the percentage of spend by consumers on discretionary items. Consequently, there was a marked change in the lifestyle and buying patterns of Indian consumers. At the same time, with increasing penetration of Internet usage and access to much more information and data than ever before, marketers and manufacturers were now dealing with a fairly aware customer – one who was keen to compare what the market as a whole had to offer. The average urban consumer was now looking for more options at a single point of purchase and was no longer ready to compromise on the overall experience provided by the seller.


This demanded strong differentiation among sellers, and led to the creation of a breed of young entrepreneurs driven to provide the customer with the exact consumer experience the they wanted. Once online retail was born, several portals were set up in the highly diverse retail business. Each of them had at its helm an entrepreneur who was determined to build a platform that would not just get customers online, but also give them a reason to stay with the portal. At this juncture, there were close to 42 million Internet users in the country and India was ranked fifth among online populations the world over.


In the search for ways to provide customers with addictive alternatives to traditional brick-and-mortar purchases, a number of business models emerged.


In 2007, for instance, Flipkart began deep discounting, or listing products at prices less than the cost price of the product. Their model really took flight from 2010 onwards with more and more online sellers adopting it. While the model has led to a proliferation of business opportunities in the market, it has been observed that it could be a predatory and anti-competitive one, and that it eventually loses money for everyone concerned. Even though the verdict is still out on that, yet there is little doubt that Flipkart, along with the likes of Snapdeal, Amazon and several other pioneering players, redefined the way business is conducted.


Another form of e-commerce that online portals in India have taken up in line with countries like Australia, China and the US is the group-buying model. The concept started in China in 2005 and is called ‘tuangou’. Roughly translated, the word means ‘group buying’. Traditionally, this meant that a bunch of individual customers would form groups that would bargain with sellers for the purchase of products. While in the beginning there were a limited variety of products that were purchased this way, diverse items were added to the list as business grew. The customers and sellers would sit at one place – either a community room or even an individual’s house – and negotiate deals that were acceptable to everyone. Group buying would be time bound, which meant that there would be a pre-set time, normally not lasting beyond 24 hours in which the transactions had to be completed. This also lent a sense of urgency to the decisions among all parties involved, especially the customers. It was a win-win model. Customers could avail of discounts as high as 90 per cent while sellers were exposed to a set of new customers, all at one go. With no intermediaries involved, all the gains were shared between the sellers and the customers. The Chinese culture thrives on negotiation and bargaining, and tuangou as a concept caught on fast. Initially these group-buying deals were promoted through word of mouth as they were more localized in nature. Gradually, online forums became popular channels of advertising such deals. The growing Internet penetration in China further fuelled online group-buying models.


In a few years, the concept of group-buying travelled to the West and, by 2008, Groupon came into existence. The American company promoted coupons with group discounts, hence giving the company its very apt name. Interestingly, by 2011, companies in the West tried to introduce back to China an Americanized version of tuangou and today both versions of the business model exist in the country. At this point, there are close to 5,000 group-buying sites in China, including the home-grown ones.


The typical model of a group-buying site is as follows. To start with, the merchant signs up with the site. The site features the merchant’s deal. Interested customers sign up on the site for the deal and their payment details are taken online. When the deal reaches critical mass (usually defined by the merchant as the minimum number of customers they would want in order to sell at a particular price) the site debits the customer’s account online. The customer gets a coupon that they can redeem to buy the product from the merchant. The site pays the merchant after retaining their share from the transaction. In this model, the website is in a position to offer highly competitive rates to its customers if they have a sufficient number of people buying a minimum amount of products and services from the retailer. As long as the latter condition is satisfied, everyone gains. The retailer does a bulk sale through this alternative channel; the website is able to offer value to its customers and make money for itself; and end-consumers obviously gain from the large discount they would otherwise never have been able to negotiate in their individual capacities. While, to start with, the major product category for these sites was consumer durables, the products now include options as diverse as jewellery, health and fitness products, spa treatments, food and beverage items and so on. India has had its share of group buying sites – Snapdeal, Grabbon (subsequently acquired by Snapdeal), Koovs, DealsAndYou, BuzzInTown, Groffr, eBay India and Khojguru, among others. As in some other parts of the world, Indian group-buying sites too have seen a shift towards real estate buying.


Two other interesting e-commerce models that are emerging are s-commerce and m-commerce. The former, social commerce, is a platform for online businesses to engage with potential customers. It can be used either to develop a brand further or test the current saliency of a brand, and at times to analyse how the customer makes a buying decision. M-commerce or mobile commerce involves transactions that are done on the mobile. With the number of smart phones increasing rapidly in India, the percentage of transactions through mobiles is set to increase. Companies like Flipkart and Snapdeal already receive between 35 and 50 per cent of their traffic through this platform. The next wave of e-commerce in India looks likely to be driven by social and mobile engagement, discussed in greater detail in Part 3 of this book.


The proliferation of multiple online retail sites has opened up for the consumer a range of options in products and services, which the traditional brick-and-mortar businesses were unable to do. The ease and sheer convenience of browsing and buying whatever a consumer wants from any given location has added to the popularity of online retail. Secure online payment systems have encouraged customers to transact online with less hesitation and the unique offer of cash on delivery (COD) has proven to be the perfect alternative for those who remain uncomfortable with online payments.


The inherent nature of e-commerce has further fuelled customer traction. Bulk volumes of transactions and a growing industry has prompted manufacturers and distributors to come up with new and more innovative products and services that directly benefit the customer. Sites that allow comparison between features and pricing of similar products or competing brands compel greater transparency in a market that was earlier plagued by silos and lack of information. Analytics and customer buying trends have made it necessary for all stakeholders to enhance service levels. For businesses, the surge in volumes has meant a reduction in the average search and transaction cost; for the consumer it has brought a far more convenient and satisfying buying experience.
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Over the past few years, the Indian customer has not simply accepted e-commerce but wholeheartedly embraced it. With rapidly advancing technology, and more expertise and investments in analytics entering the sector, entrepreneurs too have been enabled to tweak their business based on a deeper understanding of market trends and changing patterns of consumption.


This is not to say that there is an absence of challenges in the space. On the contrary, the sector being dynamic and fast-changing has made it perhaps more challenging than any other. However, despite hurdles related to payment collection, logistics, the legal framework of e-commerce operations and ambiguities with regard to applicable taxes, innovative and intrepid entrepreneurs are gradually pushing the industry towards its true potential.


While speaking of bold entrepreneurs, the story of the man credited with popularizing e-commerce across the globe, though well known by now, demands recounting. In 1994, at the age of 30, while Jeff Bezos was a vice-president (VP) with a global bank, he noticed a 2,300 per cent increase in net usage and this got him thinking about the potential of the Internet. Not one to sit on an idea, he quickly made a list of the top 20 items he would sell on the Internet. He was looking for a product that would be largely hassle-free to price, sell and deliver. Books became the item of choice for him. He reasoned that selling books was free of taxation hassles, they were the one category of products where the content inside mattered the most to consumers and not the outer touch and feel, they were easy to pack and deliver without undue danger of damage and also procured without too much trouble since at the time in the US there were just two main distributors of books. Bezos had a clear vision. He wanted Amazon, as he named his company, to be the largest online service provider globally. There was just one hitch. He needed money to start off.


The first round of funding came from his parents. They invested their life savings of a few hundred thousand dollars into Bezos’s plan. Interestingly, the first question Bezos’s father asked him was not about his business plan, but something more basic: ‘What’s the Internet?’ he queried. Bezos Senior was not investing in the business. He was investing in his son, in the entrepreneur. He perhaps knew intuitively what most professional investors have realized after years of experience – that a man driven by vision is just as important as that vision itself.


In the ensuing years, several other men and women all over the world have cast aside their conditioning and moved out of their comfort zones to create compelling businesses that have changed the way products are bought and sold today, and this book sets out to explore the inspiring and exciting stories of a few such players.


While writing this book, the greatest difficulty arose while choosing the companies to feature and analyse. We began with a few key criteria on which we based our selection process:


 Which companies are the pioneers in their space?


 Which are market leaders in their domain?


 Who have achieved a certain minimum scale in operations?


 Which companies have been able to sustain themselves for a minimum period of four years after beginning operations?


 Which companies are likely to continue being part of the unicorn club even after their funding dries up?


 Who among the existing players have been innovative in their business model, and which among these are scalable and sustainable?


 Which company has a certain minimum degree of traction with customers?


Needless to say, there was a plethora to choose from. In the end, the ones that don’t feature here are no less relevant in the larger story of Indian e-commerce than those that do. However, in any area, there are always a few ground-breaking achievers – the people who dared to think differently, who disrupted the existing paradigm after due consideration of risks and retribution and, in the process, moved the game from brick and mortar to ‘click’. In the constantly evolving realm of e-commerce their journeys may well take other, very different, turns in the days to come, but their stories so far provide the meat and measure for a comprehensive study of the incredible story of e-commerce in India.




PART 2
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THE
GAME
CHANGERS




CALLING THE SHOTS


JUSTDIAL
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‘A river cuts through rock not because of its power, but because of its persistence.’


– Jim Watkins


EVERY ENTREPRENEURIAL JOURNEY IS a result of determination, passion and a spot of focused insanity. What might appear to be an overnight success is usually a result of years of sweat and blood. In Justdial’s case, it has taken 20 years for the company to emerge as, what many believe, the ‘Google of India’. This is the story of V.S.S. Mani, the man behind Justdial, and his journey from being the founder of a garage-based start-up to leading one of the most respected e-commerce firms in the country.
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It was 2014. The room was packed with industry bigwigs and entrepreneurs. A well-known anchor from CNBC was in the process of interviewing three young entrepreneurs who sat on the dais alongside her. Two of the entrepreneurs were from the same company. They had built a venture called iYogi seven years ago, and their turnover had already touched $100 million.


But the moment clearly belonged to the third entrepreneur: The rather diminutive-looking man sitting right next to the programme anchor. Contrary to his physical appearance, there was nothing small or ordinary about him. Anyone could sense the vortex of energy that seemed to permeate every pore of his being. His enthusiasm was contagious. This was a man who had created history within the dynamic world of start-ups. His name was V.S.S. Mani and he was the Chief Executive Officer (CEO) and founder of a company called Justdial.


Born entrepreneur


Venkatachalam Sthanu Subramani Mani believes that entrepreneurs are not made; they are born. In most people, such an attitude could be construed as an expression of arrogance. On Mani, however, it sits all too naturally. After all, in his words, ‘I always believed in myself and knew a good idea would work no matter how long it took to take off.’


The entrepreneurial streak was visible in him even as a child. For instance, when he had just completed high school and was trying to decide how to spend his time during a particularly hot summer in Kolkata, where he grew up, he struck upon the idea of making money by organizing movie shows for his friends. Then there was the time when he earned a commission of ₹10 by connecting two people with different needs. One of them was a friend who had a watch to sell; the other was Mani’s uncle who needed to buy one. It was a window to the future, where he would go on to do the same thing on a much larger scale – connect people with specific needs to people who could fulfil those needs.


The first roadblock


Unlike some of his famous peers, Mani didn’t decide to be an entrepreneur from the beginning of his career. Rather, he stumbled upon the option while he was employed as a salesperson at his first job.


It all started with the family leaving laid-back Kolkata to move to turbulent Delhi. Mani was barely 18 at the time. Since he did not have good grades, he was unable to secure admission into any of the prestigious colleges and had to be content with studying in a relatively low-tiered institution. He wanted to become an accountant and decided to pursue a chartered accountacy articleship alongside his graduation. However, things did not go as planned. Financial challenges became a reality after his father’s untimely demise. Mani was the eldest of five siblings and felt responsible for the entire family. Supplementing the family income was critical and it meant he would need to start earning.
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