Flipkart shows how India has moved into the big league as far as raising money is concerned

Welcome to the Flip Side

Rishikesha Krishnan

he dramatic news of Flip-

kart raising $1 billion is a

major landmark for Indian

business and entreprene-

urship. Whilethe size of the
amount raised is in itself magical,
thisunambiguously confirmsthear-
rival of e-commerce in India.

It’staken alongtime. I canremem-
ber attending a conference organis-
ed by Chrysalis Capital in Delhi in
April 2000 when its portfolio compa-
nies, all in internet-based business-
es, presented their plans. There was
a heady euphoria about how the in-
ternet would upend all businesses in
India. However, that euphoriaremai-
ned short-lived, as the slow penetrat-
ionof the internet and the evenslow-
er diffusion of computing devices
thwarted any such internet revolu-
tion. It’s only once the smartphone
came of age that India could even
contemplate a leap into e-commerce
onalargescale.

More than this, it also indicates
that India has moved into the biglea-
gueasfarasraisingmoney isconcer-
ned. Earlier, for an Indian start-up to
raise multiple rounds of capital in
quick succession to grow wasunhea-
rd of. Stories were legion of compa-
nies that got bogged down compared
to their global counterparts as they
couldn't raise cash quickly enough.

With Flipkart's success in raising

this round, we can no longer give
lack of capital as an excuse for busi-
nesses failing to take off. If you have
therightidea, teamand business mo-
del, capital should follow. That's gre-
at news for India’s start-ups.

And what could be more energisi-
ngthan tosee a home-grown start-up
giving the global company that’s al-
maost eponymous with the e-comme-
ree industry arun for its money? Th-
ere’snodenyingthat Flipkart's vault
past the $1-billion-revenue mark and
its diversification into multiple cate-
gories have given Amazon a jolt that
has resulted in the latter accelerati-
nghard tocatch up. Flipkart hasdefi-
ned the contemporary Indian e-com-
merce industry in many ways with
innovations in both analytics and
fulfilment (like cash on delivery).

TurningaPro

Flipkart really stepped on the gas
about two years ago when it realised
that it would have to design its orga-
nisation for scale if it were to defend
itself from themightof the Amazons
of this world. I experienced this first
hand when Flipkart almost overnig-
htrefused to continue sellingmy self-
published book and wanted contrac-
tual documentation to cover the sal-
es they had already done. In the last
two years, the company has profes-
sionalised itself on multiple fronts,
improved its systems, and hired both
experienced and fresh people to pre-
pare itself for stayingahead.

What is the future of Flipkart?
Most doubtsabout the willingness of
Indians to buy from online retailers
have been dispelled by what's happe-
ned in thelast few years asonline sal-
es have zoomed to $3 billion. Some
project the online market at $20 bil-
lion in 2020, reflecting a handsome

We can no longer give lack of capital as an excuse for

businesses failing to take off. If you have the right
idea, team and business model, capital should follow

Fundraising with muscle

growth of 22% per year.

After its acquisition of Mynira, a
leading online fashion retailer, Flip-
kart is well positioned in terms of its
portfolio of products, size, brand re-
call and, now, money. Its biggest chal-
lenge is going to be managerial. Can
it sustain this pace of growth with-
outstumbling on the way?

Onlineretailisabusinessthatreq-
uires constant innovation yet consis-
tent execution. So, it's clearly not for
the faint-hearted. The good news is
that while Flipkart hasgone through
some rough patches in the last coup-
leof yearsasitadapted toregulatory
requirements, closed its music stre-
aming business and changed its ful-
filment model, sofar, it’'s managed to
land on itsfeet every time.

ShiftontheFly

But Amazon has done well in India
too. Ithit the ground running inspite
of having to use a different model
than in the US. In the short time it
has been present in India, it has put
in place a robust fulfilment network,
expanded its product range by build-
ing a huge marketplace and pioneer-
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ed innovations like same-day delive-
ry. Amazon’s logistics and informati-
ontechnology backbonesarelegend-
aryand, sofar, they have adapted the-
se well to the Indian market.

Spreading Itseif Too Thin?
The only threat I can see to Amazon
isone that has nothing to do with the
Indian market. In the US, Amazon
hasdiversified into anumber of new
businesses, including document sto-
rage and smartphones. Believe it or
not, Amazon lost §126 million lastqu-
arter on sales in excess of §19billion,
and investors are getting impatient
for returns. Success in India will
mean large investments hereas well.

Jeff Bezos has been thick-skinned
towards investor impatience in the
past. But should there be any hesitat-
ionin Amazon’s investment strategy
inIndia, today, Flipkart has the mon-
ey to forge ahead. That's certainly a
privileged position for an Indian co-
mpany to be in, and marks an epoch-
al change for India.
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