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After Flipkart, Snapdeal et al, here’s the next bunch of startups

that appear set for a valuation of a billion dollars. Of course,
there could be plenty a slip between the cup and thelip

:: Rahul Sachitanand,
Malini Goyal & Rajiv Singh

epending on who you ask, the
amount of risk capital that was
poured into Indian startups in
2015 is estimated at between $5
and $10 billion. Thousands of
starry-eyed entrepreneurs
have built seemingly bullet-
proof business plans to try to
attract seed and angel funding.
Only a fraction of those have
gone on to earn the faith of
deep-pocketed venture capi-
talists. In this rarified group,
too, the odds of scaling a busi-
ness from being valued at
a few million dollars to
tens of millions, hundreds
of millions and hopefully
a billion — the exalted sta-
tus of a startup unicorn —
isincreasingly minute. Despite
all the excitement over start-
ups, there are barely eight uni-
corns in India. Several once
promising ideas have floun-
dered as business plans have
got stuck and funding taps
turned off.

While the exclusive club led
by Flipkart in India (valued at
over $15 billion with its last
round of funding) has remained
rather cosy, a bunch of younger
startups think they have what it
takes to be added to this group.
For example, Grofers, a hyperlo-
cal grocery delivery venture,
has seen its valuation grow 10-
fold in 12 months. Budget ac-
commodation upstart OYO
Rooms is barely two years old,
valued at around $400 million
and a strong contender to make
the leap to be valued at a billion
dollars. Away from the startup
arc lights in Bengaluru and Gur-
gaon, the founders of CarDekho
in Jaipur have negotiated a
crowded market to build an on-
line automobile portal valued
north of $300 million. Another
company in this listing, Shop-

Clues, endured a torrid 2013, with its chief executive
and cofounder being arrested in the US, before bounc-
ing back with a $100 million round of funding in Janu-
ary 2015, valuing the company reportedly at $300-350

million.

The Contenders

Azure Powetr, asolar power generator
BigBasket, anegrocer

Freshdesk, adoud-basedhelpdesk
software provider

GirnarSoft, anautomobile e-ecosystem

GreyOrange, aroboticsand
warehouse automation provider

Grofers, ahyperlocal grocery firm
Lendingkart, anonlineloanprovider
LimeRoad, asocial shopping portal

MobiKwik, adigital paymentsand
mobile wallet

OYO, anonline budget room aggregator
Portea, ahome-focused healthcarefirm
ShopClues, anonlinemarketplace
Swiggy, anonline food delivery firm

UrbanClap, anonline household
services firm

Urban Ladder, anonline furniture
and furnishings firm

Despite these impressive
sounding numbers, there are
no guarantees of success in the
fickle world of startups — which
has resulted in the birth of the
nemesis of the unicorn: the
unicorpse, or former unicorns
that are now valued below a
billion dollars. Consider the
case of housing.com, founded
by adozenIIT classmates bare-
ly three years ago, which
sought to reimagine the way
real estate was transacted on-
line. While business bloomed
in the beginning, growing ten-
sions between investors and a
maverick chief executive saw
the company’s fortunes nose-
dive. Once listed as a strong
candidate to make the leap toa
startup unicorn, bankers and
investors now say the compa-
ny’s valuation may be half or a
third of what it was at its peak.
As a startup valued at a billion
dollars, ventures are no longer
unstructured, wild ideas from
a bright founder or team of
founders. As companies seek
to hit this unicorn status, they
have to deal with dozens of in-
vestors and manage an increas-
ingly complex business, even
as they keep hunting for new
ways to grow. Founders are
acutely aware of these chal-
lenges, with some trying to
play down the halo associated
with this tag.

The tag does however confer
a certain pedigree on your
business. A billion-dollar valu-
ation gives founders access to
some of the biggest investors,
an opportunity to build multi-
billion businesses and at the
end of the day bragging rights
to have survived a bruising ini-
tial few years of starting up. In
an effort to find the next big
thing in India’s startup ecosys-

tem, ET Magazine reached out to some of the sharp-
est minds in venture investing (see The Jury) to cu-
rate a list of 15 companies we think will be the next
entrants into this elite club. Read on for a profile of

these white-hot upstarts in alphabetical order:
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The Jury

In the hypercompetitive startup world, picking winners is
tough business — every entrepreneur believes he's got the
next big billion-dollar idea. So we called in the experts for

a bit of help in sifting through the clutter and then

creating a shortlist of what could be the next billion-dollar
breakouts. A caveat: Some of them admittedly plugged
companies in their own portfolio, but then these are
investors who have put their money where their mouth is

VANI KOLA: serial-entrepreneur-turned-
venture-capitalist Vani Kola has one Unicorn in
the bag with Snapdeal and is a highly sought
investor in the startup community. The founder is
an early investor in Urban Ladder and other bets
such as Zivame and YourStory too show promise

SANJEEV AGGARWAL: The cofounder

and senior managing director of Helion Venture

Partners earned his entrepreneurial stripes by
cofounding Daksh in 2000, an early BPO
services provider, before selling it to IBM in
2004. Since those heady days, Aggarwal has

focused on building early stage investor Helion,

with investments in Azure Power, BigBasket
and ShopClues, amongst other ventures
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KK GANESH: Storied entrepreneur and
investor, K Ganesh'’s entrepreneurial ambitions
have included ventures and investments in BPO,
education, healthcare and F&B. After getting his
hands dirty, founding, scaling and profitably
selling his ventures, he's now set up a family

office to seed and invest in ideas

SASHA MIRCHANDANI: His family

made its name in a different era with Onida TVs,

but the cofounder of Mumbai Angels and Kae
Capital has pivoted his focus to become a
widely quoted votary for Indian startups.
Previous investments in the likes of InMobi and
Myntra have paid off and he’s now raised a
fresh $40 million fund to make his next bets

£
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ANUPAM MITTAL: The founder of the
People Group has turned aggressive angel
investor over the last couple of years, with some
75 investments in startups. His most famous deal
was backin 2011, when he invested Z1 crore in
Ola, which is today valued north of $5 billion

RAJESH SAWHNEY: Cofounder of GSF,
a startup accelerator, and an investor in around
20 startups, including Little Eye Labs, a venture
recently acquired by Facebook. Sawhney has
been at the centre of both the private radio and
internet revolutions, with Times FM and
Indiatimes, and was a key player in the
corporatisation of Bollywood

ANANDLUNIA

An early entrepreneur in the elearning space
with BrainVisa and then in epublishing with
Hurix, Lunia was also an executive director with
Seedfund. He's the cofounder of India Quatient,
an early-stage investor, which has backed a slew
of fledgling ventures in markets as diverse as
lingerie, pet products and beauty services

ALOK GOEL He's led two big M&A deals in
India’s ecommerce industry (RedBus and
FreeCharge), before turning a VC with SAIF
Partners, where he is now a managing director.
The VC fund has previously backed winners
such MakeMyTrip, Justdial and Paytm
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ASHWANI NAGPAL

Inderpreet

C O I I I e S Wadhwa, founder or the founders of egrocer Big-
AZURE POWER, FBasket, this is part II of their
focused on generating solar power dotcom dreams. The first was

the Sun

Azure Power is a pioneer

of sorts in solar power, but
it now has to reckon with
deep-pocketed competitors

comes with a compelling pedigree. Born and &

educated in India he moved to the US where he
did his MBA from the University of California, Berkeley.
He went on to hone his entrepreneurial skills in Silicon
Valley, where helived for adecade and worked at araft of
tech ventures.

It was in 2007, when on a personal trip to India, that the
startup bug bit and solar fever struck. “Talking to government
folks here made me feel there was enormous potential (in the so-
lar energy sector),” he recalls. Even the challenges — both internal
and external — were enormous. There was no regulatory framework

Inderpreet Wadhwa, founder of Azure Power, Q\t

for solar power in India then. Cost structures were steep. But the biggest 4

challenge came from his father. “He was extremely skeptical and
didn’t want me toleave a cushy career in the US for the grind here,”
Wadhwarecalls.

Today, all that is history, thanks in a large part to India’s
well-structured national solar policy, which has set an ag-
gressive target of1,00,000 MW from solar power by 2022,
from just 3,000 MW in December 2014. Wadhwa’s ambi-
tions are on a similar track. His pure-play startup is “one
of the most successful and oldest players that has man-
aged to get funding from reputed investors like Interna-
tional Finance Corporation,” says Vinay Rustagi, manag-
ing director of consultancy firm Bridge to India. Azure has close
to 250 MW of solar capacity and about 515 MW in the pipeline across
14 states, much of it in Punjab. As for his father, “after [ won a contract
I turned him around; he is now on

board,” says Wadhwa. w

Investors look at Wadhwa as a pioneer Ido nptag.ree
inthe sector. “He entered solar when it did that b'dpnce-?
not exist in India. Azure is well positioned ~ @re commercially
to build 5 GW of solar in three to five ynviable”

years,” says Sanjeev Aggarwal, cofounder
of Helion Venture Partners, and an investor in Azure.

The renewable energy spaceisa $250-billion investment opportunity
in India, according to some estimates. With the Modi government back-
ing renewable energy to the hilt, the sector can be expected to get plenty
of policy support to smoothen the glitches. So, from beefing up the grid
network and setting up solar parks, to regulating tariffs and working out
mechanisms to insulate solar power producers from indebted electric-
ityboards, aslew of initiatives are in the works. Further, with better solar
technology and dipping costs, solar power is almost reaching grid pari-
ty, increasing its appeal.

Azure Power faces two big challenges, one of them being the winner’s
curse. What many call irrational exuberance, aggresive bidding is driv-
ing tariffs to unsustainable levels in the sector. The latest winning bid in
Andhra Pradesh was at ¥4.63 per unit, which could raise viability
concerns. “This concern has been there in every bid in the last
three to four years,” says Santosh Kamath, head of renewable
energy, KPMG in India, seeking to allay such fears.

Two, the sector is seeing the arrival of big money, from the likes of
SoftBank (with access to cheaper funds), which wants to invest $20 bil-
lionin solar projects in India. So relatively smaller players like Azure will
be up against it. Rustagi, for his part, reckons Azure will hold its own.
“This is just the tip of the iceberg. I think different players will find their
niches.” Well networked in India, Azure will be equipped to bag and
execute smaller projects that are unattractive to large players and also
tap niches like rooftop projects, whichit is eyeing aggressively.

FOUNDED IN: 2008

NEXT UNICORN BECAUSE: |t has
an early-mover advantage
in solar energy. Its
ambitions align well with
the government's plans to
generate 1,00,000 MW of
solar energy by 2022

in the 1990s when they started
Fabmart.com, India’s first online
store that began by selling books
and music. It was an idea ahead of its
time. The founders struggled, perse-
vered, and along the way pivoted the
model and rebranded it Fabmall to
include an offline component in the
form of 210 stores. Eventually, they
sold out to AV Birla Group’s retail
venture More in 2006. The cofound-
ers then went their separate ways,
taking up corporate jobs and chas-
ing other dreams.

In 2011, they regrouped to start
BigBasket. Expectedly, this time
they were more seasoned, resilient,
determined, meticulous and a lot
more confident. BigBasket comes
with a pedigree that few other egro-
cers in the country can lay claim to.
And that’s perhaps a reason for the
startup managing to become the
country’s largest egrocer by reve-
nues in a short span.

Cofounded by VS Sudhakar, Hari
Menon, Vipul Parekh, VS Ramesh
and Abhinay Choudhari, BigBas-
ket has a bevy of top-notch inves-
tors including Bessemer Venture
Partners, Helion Ventures, Zo-
dius Capital, Ascent Capital,
GrowthStory and LionRock

Capital. It has raised 1,080

crore so far and claims a valua-

tion 0f 2,500 crore. The start-
up which logged a turnover of
%220 crore in 2014-15 hopes to
Y achieve a top line of
LA %1,000 crorein 2015-16.

“By2017-18, we

willbeIndia’s
thirdlargest
grocer with
revenues of
$15-2billion”

i

Big Bigger Biggest

BigBasket has managed to become India’s largest
egrocer inashortspan

From a staff count (direct and indi-
rect) of over 7,000, Menon says it
could cross 15,000 by next year end.

By 2017-18, BigBasket hopes to
break even, even as it expands op-
erations from 12 cities currently to
30 by then. “In three years, we will
be among the top three grocery play-
ers in the country with a turnover of
$1.5-2 billion,” says cofounder Hari
Menon. It is audaciously hoping to
touch a monthly revenue run rate of
%1,000 crore by March 2018.

There are many reasons why Big-
Basket is so confident and ambi-
tious. It operates in a space that has
huge potential. India’s retail indus-
try is pegged at $500 billion. Gro-
cery is the biggest chunk pegged at
$350 billion. The segment is domi-
nated by neighbourhood kirana

Hari Menon,
cofounder

BIGBASKET,
India’s largest egrocer
FOUNDEDIN: 2011

NEXT UNICORN BECAUSE:
Backed by a
seasoned team of
cofounders, it is
attacking a large
$350-billion market
dominated by kirana
stores. With its tight
supply chain control,
it leads the pack in

building an efficient
% and profitable
business
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stores, despite the decade-long presence
of organised retail, which is under 10% of
the total. Clearly, it is a large opportunity
that the startup is chasing. Grocery shop-
ping while necessary is universally consid-
ered a chore that most households would
prefer not to spend time on.

“There is a need and a huge opportunity
in the home delivery space,” says Menon.
Understandably, it is a crowded space with
many online national-regional players like
Grofers, ZopNow, PepperTap and Mera-
Grocer pulling out the stops. The big etail-
ers like Amazon and Snapdeal too are en-
tering the fray. Snapdeal offers products
from Godrej Nature’s Basket. “Like tele-
com, India will leapfrog. With online, we
will bypass organised retail,” says Sanjeev
Aggarwal, cofounder, Helion Venture Part-
ners, who is on board of BigBasket and one
of the investors.

Afew things differentiate BigBasket from
the rest of the pack. This is the only inven-
tory-led player that has invested heavily at
both the back and front ends. “Grocery is a
complex, process-driven sector that re-
quires a deep understanding and a high
execution focus to remain in business,”
says Menon. Adds Aggarwal: “They own

‘Ourbiggestchallengeisto
break consumers’habits
andgetmorelIndiansto

buyonline”

the inventory. And by cutting out the mid-
dle men, they are the only online player
with strong unit economics.”

BigBasket is further building on its
strengths. Making its front end and back
end more efficient is a top priority. For ex-

ample, three years from now it is hoping to
use robotics and warehousing automation
tools that will make its backend more effi-
cient. It has rolled out a new service called
BB Express that assures delivery within 60
minutes of placing an order. In the next
two months it hopes to take the service to
eight of the 12 cities they are present in.
Even their 12-city presence will go up to 27
by March.

To have a better grip on the last mile, Big-
Basket recently acquired Bengaluru-based
delivery startup Delyver. The company is
investing heavily in the supply chain and is
setting up 16 collection centres close to
farming centres. It is also building eight
large warehouses in the big cities. To fur-
ther improve its margins, the egrocer is lay-
ing a thrust on private labels, which today
account for 32% of sales; Menon hopes to
take it to 40% within a year.

BigBasket has signed up Shah Rukh Khan
as its brand ambassador and has rolled out
a high voltage ad campaigns to strengthen
itsbrand. Investors are betting that BigBas-
ket’s hard work and Khan’s magic will help
BigBasket coast into the billion dollar
league, not just in valuation but in some-
thing more tangible — revenues.

Riding the
SaasS Wave

An early mover in cloud-
based customer support
software, Freshdesk has
so far had few problems
in snaring customers as
well as funding

an the shipment of a broken TV in-
‘ spire somebody to start a company?

Well, this is what happened to Girish
Mathrubootham, cofounder of Freshdesk,
a cloud-based helpdesk software company
with offices in Silicon Valley, Chennai, Lon-
don and Sydney.

In mid-2010, Mathrubootham was moving
back to India from Texas and had shipped all
his belongings back home. Two months lat-
er, when the shipment arrived in Chennai,
he found the screen of his LCD TV broken.
After trying in vain for six months to get com-
pensation, Mathrubootham vented his angst
online. It did wonders; Girish got his money
back. “I saw the need for a better customer
support solution,” he recalls.

While the inspiration for Freshdesk was a
nightmarish consumer experience, the trig-
ger to take the entrepreneurial plunge was
the news of an up to 300% hike in prices an-
nounced by Zendesk, a provider of cloud-
based customer services based out of San
Francisco. Mathrubootham, then vice-pres-
ident of product management at Zoho, a
suite of online productivity tools and SaaS

Girish Mathrubootham,
cofounder

acloud-based helpdesk software provider
FOUNDED IN: October 2010

NEXT UNICORN BECAUSE: /e ||
positioned to cater to a $4
billion annual market that is
growing at over 10% every year

f “VCsalways
investin
good

companies
withsolid
metrics, both
ingoodas well
asbadtimes”

(Software as a Service) applications, saw the
potential to build a SaaS-based help desk
software and sell it to customers globally.
He roped in friend and colleague Shan
Krishnasamy, and Freshdesk was born in
October 2010.

“A key transformational moment in my
career is that I understood the importance
of riding a wave,” reckons Mathrubootham.
The SaaS wave was just taking shape in In-
dia, venture capital investors were actively
tracking the space and Mathrubootham
knew that funds could be raised if he
showed early momentum.

Freshdesk did achieve early traction, and
it was in large measure due to carefully or-
chestrated product positioning — as good as
Zendesk, but cheaper and more intuitive
than its bigger rival. In November 2011,
Freshdesk raised a Series-A round, its first,
of $1 million from Accel Partners. In April
next year, it raised its second round of fund-
ing of $5 million, and over the next eight
months managed to get over 3,000 enter-
prise customers.

Five years down the line, Freshdesk has
over 50,000 customers across 120 coun-
tries, an employee headcount of over 550,
and has had five rounds of funding. It has
raised $93 million from Accel Partners, Ti-
ger Global and Google Capital, and has seen
its valuation grow three times each year
over the last three years.

The company is well poised to take the
next big leap, with an eye on the massive
and untapped international small & medi-
um enterprises market. The startup has
shown its aggressive growth streak by ac-
quiring a series of companies over the last
few months. While it bought Konotor, a
mobile-first user engagement platform, in
mid-December, it acquired video chat and
cobrowsing platform 1CLICK and social rec-
ommendation app Frilp in August and Oc-
tober, respectively.

Ask Mathrubootham whether the startup
has the unflinching support of the inves-
tors, and he sounds confident. “VCs always
invest in good companies with solid met-
rics, both in good as well as bad times,” he
contends, adding that Freshdesk has been
generating revenue since the first day and
investors are extremely happy with its
growth and sustainability.
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Chalti ka Naam Gaadi

GirnarSoft, best known for
CarDekho.com, is on overdrive
establishingits presenceina
host of auto-related areas

zontal etailers. They made headlines

amid surging valuations, sharp scale-
up and rising consumer traffic to their mar-
ketplaces. Now as valuations peak and they
head into consolidation phase, the gaze is
turning to sector-focused vertical etaliers.

For any household, the two biggest buckets
of spends are real estate and automobile. Un-
derstandably, those two segments are seeing
lot of traction among investors in the online
world. And that may be a reason for GirnarSoft
and CarDekho.com figuring on this list.

A chance visit to the International Auto
Expoin Delhiin the latter half of the 2000s led
the promoters of GirnarSoft, a small IT firm
then, to set up CarDekho.com in 2008. The
initial aim was to offer a one-stop shop for
new car buyers to do online research and as-
sistthem in their buying decision. Advertising
on the platform and leads to dealers were the
two main revenue streams then. Since then
the startup has rapidly evolved.

Over the years GirnarSoft has built an entire
ecosystem focused on the automobile sector
— CarDekho.com (for sale of new cars), Gaadi.
com (used cars), BikeDekho.com (two-wheel-
ers), PriceDekho.com (a price comparison

The year 2015 was all about the big hori-

Amit Jain,
cofounder

GIRNARSOFT,

anautomobile e-ecosystem
FOUNDED IN: 2008

NEXT UNICORN BECAUSE:
Itis the largest
player in the sector,
has a first mover
advantage and
investors like its
thrust on
profitability

com and TyreDekho.com. An internation-

alarm, CarBay.com, is present in 26 countries across
South East Asia, the Gulfand Latin America. For Gir-
narSoft, valued at roughly 32,500 crore, CarDekho.
com is the flagship portal.

The company today has 2,400 employees, 1,900
new car dealers, 4,000 used car dealers and gets 33
million visitors a month (this includes traffic to
Gaadi.com, which GirnarSoft acquired in 2014).
With a tight control on expenses and a sharp thrust
on growth, the company claims it is operationally
profitable. “The money we lose is on TV ads. But
that’s for our long-term brand building,” says co-
founder Amit Jain. The business model clearly has
had few problems attracting investors, from Se-
quoia Capital, Hillhouse Capital and Tybourne Capi-
tal, to Ratan Tata and HDFC Bank. According to
news reports, Google Capital, a growth equity in-

website), m

vestment fund, which has been selective in its picks
in India, may also invest.

India is among the top six automotive markets in
the world (the largest in two-wheelers) and the gov-
ernment is betting on it to be the third largest by
2026. For a young nation, with the world’s third larg-
estinternet base, online will play a critical role.

While online automobile sales are negligible today,
portals like CarDekho have become important desti-

nations for both consumers and auto-
motive majors to seek and offer infor-
mation. Thus they have a significant
influence on purchase decisions. That
influence can only evolve and extend to
purchases themselves. Last year, Hero
MotoCorp tied up with Snapdeal and in
10 monthsreportedly sold 3,00,000 mo-
torcycles worth 1,500 crore.
For auto spares alone, the potential is
enormous. In China, $613 million worth
of spare parts were sold in 2014; that fig-
ure is expected to touch $4.48 billion by 2020. In
India, at $27 million in 2014, spare part sales will
likely touch $150 million by 2020, says Aswin Kumar
P, programme manager at Frost & Sullivan India.
About 10% of the advertising spend by the industry
($900 million annually) goes into digital media, and
it’s growing rapidly.

CarDekho’s nearest rival is CarTrade.com, which
acquired CarWale.com in November 2015. CarD-
ekho too has been on an acquisition spree. Other
than Gaadi.com, it acquired ZigWheels.com, an
auto portal, in 2015. It is also adding products and
service offerings — insurance, road-side assistance,
car accessories — to make the model more robust.
“We have a sound revenue and profit roadmap. We
will be a unicorn within the next three years,” says
a confident Jain.

True Colours

Robot maker GreyOrange is the only
Indian startup focused on solving
etailers’ supply chain problems

those that are born — joiningys from different

The best startups are  “[A/e will have people

out of passion. Grey-

Orangeis one of themn, culturesand regions.

When Akash Gupta and ASSiMilatmg themwill

Samay Kohliwere studying beabigchallenge”
atBirlaInstitute of Technol-  Akash Gu pta
ogy & Science-Pilani, they
developed what was per-
haps India’s first home-grown humanoid called AcYut.
They travelled the world competing at and winning
many robotic competitions at top universities includ-
ing Stanford and UC Berkeley. After completing their
engineering, instead of chasing a cor-
porate career the duo started an edu-
cation and training company in the
robotics space. They soon decidedto
venture into industrial robot manufac- '_
turing. Iftheir startupis called GreyOr-
ange, it is for a reason: Grey is a proxy
for experience and Orange for the fun
quotient. “We are one of the very few
companies in the world and the only one
in India focused on solving etailers’ sup- | |
ply chain problems,” says Gupta. l

A few broad thoughts shaped their
startup. The founders wanted to build a
hardware product capable of tackling a
problem that had massive scale potential.
“Representing India and competing at
the international level gave us a very

global approach to building our busi- || %
ness,” says Kohli. The duo looked at |
|

Samay Kohliand

ﬁ)t‘(o%?lge?supta’ ‘Either be big
GREYORANGE, orbezero.
arobotics and warehouse Wedonot
automation provider believein
FOUNDEDIN: 2014 m'ddle”

_ ground
NEXT UNICORN BECAUSE: |1 IS Samay Kohli

tackling a large, global
problem in ecommerce
that will only get bigger.
Focused on making
proprietary products, it
dominates in India
with an over 90%
share and has the
competitive edge to
g0 global

many industries from logistics to oil & gas before zeroing on the
warehousing needs of etailers. Today, it builds robots — of three
kinds, called Profiler, Sorter and Butler — that operate in the
warehouses of etailers and logistics firms, helping them gain
efficiencies and minimise errors. GreyOrange competes with
global players like San Jose-based Fetch Robotics (in which Soft-
Bank entered as an investor in mid-2015) and Kiva Systems,
which was acquired by Amazon for $775 million.

GreyOrange has a staff strength of 300-odd employees, oper-
ates out of three cities in India and has two offices in Singapore
and Hong Kong. It claims that it dominates the logistics automa-
tion business India with an over 90% market share and has 12
clients, 10 in India including Flipkart, Amazon, Jabong, Del-
hivery, Gojavas and DTDC. “They offer competitive solu-

- Ty tions that are attuned to the Indian environment,” says

Abhishek Chakraborty, executive director, DTDC Express.
GreyOrange is now thinking big as it readies a world-
class 1,200-seater R&D facility in Gurgaon equipped
with a prototype centre. Having raised $35 million
from investors like Tiger Global, Blume Ventures
and a few angel investors since inception, it is ini-
tially looking to expand overseas into markets
like Japan and China and later South East Asia,
the Gulf and Europe. “Yes there are older and

. bigger robotic companies overseas. But our tech-
nology is much more on the cloud, and advanced.
We are disrupting the market. It is easier for a
new player to do it,” says Kohli.

Developing and manufacturing products in In-
dia, GreyOrange will have some cost advantages —
they claim they are five times cheaper than other
providers in India and two-and-a-half times glob-
ally. But that’s not what the founders are looking to
exploit. “It is not the price but the technology that
will give us the competitive edge,” Kohli says.

As they plan to scale up from a headcount of 300 to
over 500 in a year, people issues are their biggest chal-
lenges, they say. “We will have people joining us from

different cultures and regions. As an organisation, we
need to assimilate them and drive the team around the same

vision. It is a big challenge,” says Gupta.
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Lend It Like Beckham

Lendingkart sees huge potential in providing
credit to those who need it but justdon’t get it

Hyper Growth, but Profits?

Grofers’ breakneck speed is doing wonders toits
valuation, but the viability of grocery delivery has
several question marks around it

tion of Grofers, a Gurgaon-based hyperlocal

grocery delivery firm, has grown 10-fold to
around $200 million. That was the month in
which it closed its latest round of funding of $120
million from Softbank, Tiger Global, Russian bil-
lionaire Yuri Milner and Sequoia Capital. In those
12 months, the company which started as a B2B
services provider for online grocers, before piv-
otingtoits current hyperlocal focus, has expand-
ed to 26 cities and works with 10,000 merchants.
“We are in the habit-forming phase with consum-
ers,” says chief executive and cofounder Saurabh
Kumar. “We have begun toreplace the phone call
to the local grocer or kiranawalla.” Despite this
sharp growth (Grofers has
hired some 3,500 and plansto
add several thousand more in
the next 12 to 18 months), Ku-
mar, a civil engineer from II'T-
Bombay, believes the compa-
ny has only laid the most pre-
liminary building blocks for
its business. “Of the overall
market of $500 billion, rough-
ly 70% is groceries and the
amount that has moved on-
line is minuscule,” he con-
tends.

Instead, Kumar and his
team are working at break-
neckspeed tobuild abackend
to keep pace with this growth.
“The winner in this highly-
competitive market is the one

In the 12 months till November 2015, the valua-

cofounder

Saurabh Kumar,
GROFERS,

ahyperlocal grocery firm
FOUNDEDIN: 2013

NEXT UNICORN BECAUSE: |1 iS
the largest grocer in
hyperlocal market place,
is well-funded and
there’s plenty of
headroom for hyperlocal
grocery delivery

ery business argue that businesses such as Gro-
fers are building ventures mostly focused on
sky-high valuations, with little focus on the bot-
tomline. The economics don’t work out, these
doubters contend, since order sizes are too frac-
tional to justify the cost of sourcing them (often
from multiple local stores) and delivering them
to customers. “Everyone was chasing growth at
the cost of building systems to support this
scale...there was and s alot of frothin the indus-
try, but that is settling down,” says Kumar. As
some local ventures have struggled, Grofers has
grown as it has leaned on some old skills learnt
asa B2B player. “We are the largest player in the
market today and we think we also have the
solid base required to grow
this business into a billion-
dollar entity,” says Kumar.
Grofers doesn’t expect to
make the journey on its own
steam entirely. In the last cou-
ple of months, it has made
two acquihires of startups
Townrush and SpoonJoy as it
sought to fatten its manage-
ment team and add local ex-
pertise. While growing and
managing a hyperlocal busi-
ness may be a part of Grofers’
agenda, the other key re-
quirement is convincing tech-
nology-averse grocers to
come aboard. According to
Kumar, Grofers adds around
10% incremental business

hat happens when a banker
and a data scientist come to-
gether? Simple, the science of

online lending gets simplified. This is
what Harshvardhan Lunia did when he
joined hands with his friend Mukul
Sachan, a former Indian
Space Research Organi-
sation (ISRO) scientist,
to roll out Lending-
kart in April 2014. The
Bengaluru-based on-
line lending startup,
which provides short-
term working capital '\
loans from 50,000 up to
%1 crore, has so far dis-
bursed loans in 75 cities
across 22 states.
What made Lunia
take a plunge into
the financial technol-
ogy segment was the
realisation during
his stint with a cou-
ple of big private
sector and multina-
tional banks that it
was well-nigh im-
possible for count-
less small business
owners to get
loans despite be-
ing credit worthy.
However, the in-
spiration for the
startup was of
course the poster
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Harshvardhan Lunia,

tial analysis gets hindered by lack or
complete absence of data and informa-
tion asymmetry is widespread.

Of the 700 towns and cities in India,
barely 150 have direct access to credit,
reckons Lunia. Moreover, 92.77% SME
beneficiaries have no finance, 5.18%
avail finance from institutional sources

and 2.05% through non-institutional
sources. “Banks and financial institu-
tions don’t cater to this loan segment
making itabig opportunity,” he says.
Lendingkart raised its seed fund-
ing from India Quotient, Ashish
Goenka, Ash Lilani and
__ Saama Capital in
January 2015; that
was followed by a
Series A funding
from Saama
Capital, May-
field Fund,
Shailesh Mehta
and Ashvin
Chadha in July
2015.

“Qur aim is
to expand to
every nook
and corner of

the country,”
asserts Lunia,

- who has been
! using technol-
ogy to make
lending as
seamless as pos-
sible. Consider

whoisable to build this robust Of the overallmarket every month, but thinks that
backend to support this Of SSOObi"iOﬂ, as technology and systems
growth... we are doingaround roughly 70%is improve this could go up sig-
SO,QQO deh.verles a day and grocen-es andthe nlﬁc?ntly. It gseq to be diffi-
anticipate in the next few cult in the beginning...but es-
months itself this will cross amoun t that has movgd pecially in this market your
one lakh,” he says. onlineis minuscule reputation is built on word-of-

Itisn’tjust the delivery net-
work that gives Kumar sleepless nights; he and
the Grofers team are obsessed with expanding
the assortment — range of products — available

mouth marketing,” Ku-
mar says. “We are re-
placing an unreliable
system with some-

boy of America’s
online lending
ecosystem: Lend-
ingclub, which is
listed on the New
York Stock Ex-
change and has a
market value of
roughly $4.15 bil-

cofounder,

LENDINGKART,

anonlineloan provider

FOUNDED IN: April 2014

NEXT UNICORN BECAUSE:
Aiming to corner a huge
slice of the highly under-
served financial market

this: while Lend-
ingkart took a
week to evaluate
and disburse
loans in July 2014,
today it takes less
than 15 minutes
to process an ap-
plication, four
hours to evaluate

to browsers online. And, consumers appear to
be biting. “We are overwhelmed with the way
demand has grown,” Kumar says. Average or-
der size has increased from %400 to around
%750, he adds.

Critics of the hyperlocal deliv-

thing more predicta-
ble and giving gro-
¥ cers incremental
revenue for no cost to
their own topline.”

SHWANI NAGPAL

f

lion.
“From being a
startup that wit-

the process and
between one and

nessed one of the worst ‘Inthelongrun, three days to disburse
economic phases in 2008  ywe aspire tobe theloan.
to going public last year, like America’s “Use of technology

Lendingclub’s journey has
alotto offer entrepreneurs
like us,” reckons Lunia. A
year after their launch in 2008, when
consumer lending was tedious and in-
vestor yields tanked, Lendingclub
turned the tables, he adds.

Now Lunia is trying to put to use
those learnings. “In India, we are look-
ing at a 9 lakh crore deficit in financ-
ing. It’s a huge and highly underserved
market,” he contends.

Clearly, there is a massive opportu-
nity and Lunia has been addressing it
systematically. First, he identified the
pain area: most of the new small busi-
nesses and small and medium-sized
enterprises (SME) do not getloans from
conventional channels like banks or
NBFCs. Reason: inefficiencies in the
SME lending space. The credit deci-
sions in banks take months, any poten-

Lendingclub”

and analytics has en-
sured that our cost of
origination, distribution
and delivery is much lower than that of
conventional banks and financial insti-
tutions,” he asserts.

Globally, financial technology has
been a hot segment for investors. It’s
estimated that the amount of invest-
ment in the segment has grown by
176% in four years — from 2010 to 2014
— with companies like Google, Intel
and Microsoft investing in this space,
says Lunia. “In the long run, we aspire
tobe like Lendingclub.” Of course, Lu-
nia will also be aware that the online
lending space needs regulation which
may prove a stumbling block in the
short to medium term. Eventually,
though, any regulated business is
more robust and viable than an un-
regulated one.
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Suchi MUkherje

founder
LIMEROAD,
asocial shoppingportal focused on.
womenand fashion |

FOUNDED IN: Oétober 2012

NEXT UNICORN BECAUSE:
Sharply focused on
women shoppers who
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Mukherjee, along with Ankush Mehra and Prashant Malik.

form, its gross merchandise has jumped 600% over the last

12 months, the scrapbooking community has increased

from 30,000 to 75,000 over the past year and the 3 million

style statements posted as scrapbooks amount to over 100
times growth in less than a year, and it has increased its
headcount from 50 to 450 in three years.

All Dressed Up

LimeRoad’s unique social shopping thrust makes it a potential unicorn
—as well as a potential acquisition target for an ecommerce horizontal

\ Founders will give you various reasons for

since nearly half of online shoppers are women in India, and
shopping is more of a behavioural attribute, she says.
“LimeRoad, being a women’s only discovery platform, is
the only player in Indian ecommerce to have grown 600% in
the last one year,” she asserts.

The use of technology is what differentiates LimeRoad
from other players in the market, she contends, as she rat-
tles out the numbers. Consumers come back on an average
84 times a year on the app, with conversion rates to buying

hovering at 8% per month. LimeRoad has al-

starting up their ventures, but few will men-

tion “utter frustration” as one of them. In

2010, while flipping through a glossy magazine af-

ter the birth of her second child in London, Suchi

Mukherjee, one of the three cofounders of

LimeRoad, glanced upon a piece of jewellery made

by asmall store in Mumbai. Enamoured, Mukherjee

tried to buy it but couldn’t as it was not accessible.
“Irealised that there was no con-

sumer technology play that made ‘LimeRoadis ways managed a super thin fixed cost struc-
discovery of lovely products easy ture, using technology to scale, she adds for
and entertaining,” she recalls, the.only p lay er good measure.
adding that absence of a place inIndian Another feature that differentiates
from where one could accessthe ~ €COIMIMEICElO  LimeRoad fromitsrivalsis user-generated con-
vast array of products made in grow 600%in tent. Mukherjee believes that for women, life-
South East Asia left her exasperat- thelastone style product access and discovery is a huge
ed. That’s how LimeRoad, a social 9 problem, particularly given the long tail in op-
shopping portal focused on women year tions across categories. LimeRoad, she claims,

and fashion was founded, says provides the most extensive discovery plat-
form, where consumers come because they get to discover
simply great products at affordable prices. “We do this by
not merely loading products on a platform, like most old-
school marketplaces, but by making them discoverable
through user-generated content,” she says.

What is more, Tiger Global, one of the investors in
LimeRoad, isalso atop investor in Flipkart. Does Mukherjee
lose sleep over the prospect of being acquired or merged
into another fashion startup at some stage, what with inves-
tors likely to consolidate their portfolio over the next few
months? Mukherjee doesn’t rule it out. “Everything is al-

LimeRoad claims that there are 20,000 sellers on its plat-

Small wonder, the startup has managed to raise $50

million in three rounds of funding so far and counts Tiger

Global, Matrix Partners and Lightspeed Venture Part-
ners as its investors.

account for over half of
those shopping online

But is the business model scalable enough to make
LimeRoad a potential unicorn? Mukherjee thinks so,

ways a possibility — to be acquired or acquire a company.
Our goal is to reach out to every single woman in this coun-
try and convert her into a LimeRoad user,” she says.

that’s a tiny figure, according to
Singh. He points out that there are
some 200 million smartphone us-
ersin India, all of whom are poten-

Bipij

foundlgrPreet Singh
Mog, |
a dlgﬂal paylnents al v

Kwikening
the Pace

DTH television and then graduated more recently to ecom-
merce, the next step will involve pushing offline companies to
accept mobile wallets. Already, MobiKwik is pushing ahead
with this plan, with companies such as Big Bazaar (which gets

OUNDE, ndmobi[e Walleg tial MobiKwik users. While mobile  about 2% of its overall business from MobiKwik payments),

After SiX years Of sizin gup DIN; 2009 wallet-based paymentsstartedwith ~ Café Coffee Day, Sagar Ratna and WH Smith among a fast-

oo NEx'ruM recharge for mobile services and  growing list of merchants accepting this form of payment.

the C!lgltal payments and o mDanm.RNBEcAUSE- 7 “We want to reach a stage where you step out of home and

mobile wallet market, investo, > 2N earl, shouldbe able to pay anywhere forany-

MobiKwik is set to shift Paymenys -2 8ital “Peopleareusing ﬂ““g-ay(’“h"“ﬁd‘ll m‘l’-ed“’ carryFasg
= 9 See; hich ; theirmobile or cards to pay the local grocgr,taznan

|nt0 hlgher gear €ing b ISno any other product or service,” says

from p h acking phones more Singh.

n the age of 12 and 18-month-old Ndregy, EStors thanthey usetheir While MobiKwik may have been off

Istartups raising millions of dollars / cardsand other to a slow start (Singh prefers to call it

from venture capital investors and . electronic fO ms measured), it has gathered strong mo-

boasting about ambitious growth plans, Mo- \ mentum in the past 12 to 18 months. For

bikwik comes across as the ponderous senior citizen. For T Of paym ent example, it had barely eight million us-

one, the company was founded back in 2009 (many found-
ers were yet in college then); for another, it hasn’t been in a
hurry to build an explosively growing startup. Instead, the
founders of MobiKwik have brought the business to a slow
boil, spending this time figuring out the digital payments
and mobile wallets market and only raising their sec-
ondround of funding in 2015, a good six years after
getting off the ground.

Although the founders have only been sipping
at their funding to drive growth, MobiKwik has
some impressive numbers to offer sceptics. To-
day it has 25 million users and processes half a
million transactions a day, across 50,000 mer-
chants, with its mobile wallet. “People are using
their mobile phones more than they use their cards and other
electronic forms of payment,” says founder Bipin Preet Singh.

India today has some six million credit card and some 40
million debit card holders — for a population of over a billion

ASHWANI NAGPAL

ers 12 months ago processed some
2,00,000 transactions and most tellingly had fewer than
4,000 merchants signed up. As companies have become
more confident with MobiKwik’s mobile wallet, they have ea-
gerly signed on, with the promise of both quicker payments
and to distance themselves from handling cash transactions.
“Once we have people’s trust, we can think of what we can do
beyond our core business of mobile wallets,” says Singh. “We
want to make everything seamless for consumers...we want
them to be able to manage their money without logging into
bank accounts or signing a piece of paper,” Singh claims. For
the moment, MobiKwik wants to cross $1 billion in gross mer-
chandise volume (GMV) in the next six to nine months and
simultaneously unveil its plans to become a broader pro-
vider of financial services products — on the mobile phone.
With another $100 million round of funding in the works, it
is also ensuring it has the financial wherewithal to back its
ambitious plans.
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~ Room atthe Top

\ Nobody thought about aggregating budget
'\ hotelrooms online, untila 17-year-old

| sniffed out the opportunity five years ago

Ritesh Agarwal, .\

founder ; % hen a 22-year-old talks about his plans to build a billion
4 dollar business, you’d be tempted to humour him. Till he

ovo R00M59 A lets on that his venture has raised $125 million, that its
anonline budget room 4 valuation has soared 15 times in a year and, well, that he is the
aggregator '\ proudfounder of what has emerged as India’s largest aggregator

\ of online budget rooms, a business that didn’t quite exist before

FOUNDED IN: ! OYO Rooms took shape in May 2013. For good measure, last
May 2013 " §\ month, OYO snapped up the second largest player in the seg-
¥\ ment,ZO Rooms.
NEXT UNICORN BECAUSE:

“We have the world’s leading investors (SoftBank, Light-
speed Ventures, Sequoia Capital and Greenoaks) backing
our business model and management team,” asserts
Ritesh Agarwal, the 22-year-old in question. “Investors
believe in the fundamentals of the business as we at-

tempt to solve a real customer problem through ex-
i\ perimentation, innovation and
ambitious disruption of the
market.” The investors,
Agarwal elaborates, also

First mover with
marquee investors,
whose valuation has
grown 15 times
over ayear

facilitate learnings !
from global startups. X
The growthmetrics | *
of OYO so far show its &
intent to build a robust
business. From one hotel
in Gurgaon in May 2013 to
4,000 properties, from
less than 100 employees a
year ago to 2,000 employees i
now, and with an inventory of \  / “Wehavethe

40,000 rooms across 150 cit- % world’s leading

ies, OYO has been working hard . ;

to tap the market potential which investorsDa Ckll’lg A
isimmense, contends Agarwal. It ourbusiness
estimated that 1.8 million Indian modeland

rooms are in unbranded hotels,
compared with1,12,000inthebrand- ¢
ed category. |

“Only about 2% of this has been g‘
tapped so far. So there is plenty of head- \
room for growth,” asserts Agarwal. i "l.

What made Agarwal realise the poten- % A
tial of the sector was when he travelled |
across India. “I was 17 and stayed in over 150 k.
bed and breakfasts, guest houses and hotels
across the country,” he recalls, adding that he
saw an opportunity to aggregate, list and pro-
mote little-or-lesser-known accommodation op-
tions to travellers. “From this idea, Oravel Stays
was conceptualised in early 2012,” he says.

However, as Agarwal got more entrenched in this
business, he realised that on-ground experience was
amajor area of concern for travellers. Premium and
chain hotels promised and delivered a largely stand-
ardised experience but there was no hotel that was do-
ing this on any scale for the mass market, he contends.
Uponbooking aroom atabudget hotel, a customer would
be clueless about the kind of room and amenities he would
get till he actually entered the hotel room. The real reason
for the sluggish pace of growth in the budget hospitality sec-
tor was not discoverability of accommodation but rather lack
of credibility around the offerings, he reckons.

“So I decided to pivot the business from a discovery market-
place to a managed marketplace for standardised hotels and
launched OYO Rooms in May 2013,” says Agarwal. The startup’s
twin strengths: an agile team and robust technology that are work-
ing in tandem to build a strong execution capability.

management
team” s

AN

_
4

\
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FitasaFiddle

Porteais counting on a full-blown bo_om in
demand for home healthcare services

Ganeshs to decide which sector
to foray next after selling online
education company TutorVista to
UK publishing giant Pearson in
early 2013 for $213 million. The
husband-wife duo’s choice was
dictated by a personal experience.
In 2010, a member of Meena
Ganesh’s immediate family was
diagnosed with cancer. “We expe-
rienced, first-hand, the difficulties
in taking care of a terminally-ill
person,” recalls Meena, adding
that it made her realise that there
was a genuine dearth of options
for medical care at home in India.
Accessto healthcare was a big pain
point, and while India had world-
class tertiary care facilities, any
healthcare infra outside of corpo-
rate hospitals in metros was non-
existent.

“There was simply no organ-
ised, branded, high quality and
reliable home healthcare provid-
er,” she points out. Of the $80 bil-
lion healthcare industry in India,
$40billion is non-tertiary care and
there are no credible players in
this space, informs Ganesh.

It didn’t take much time for the

pany has grown.

From just two cities in 2013, Por-
tea is now present across 24 cities
in India and four cities in Malaysia;
it has taken its headcount from 50
in 2013 to over 3,500; and from
around 50 patients using its ser-
vices per day in 2013, the numbers
now stand at over 2,000. It is also
betting big on the inorganic route:
while in October 2015 Portea
bought specialty pharmaceutical
distributor Medybiz Pharma, it is
set to close two more acquisitions
inafew weeks, claims Meena, add-
ing that the company also plans to
expand to the entire South East
Asia over the next two years.

Meena believes the company
has barely scratched the surface.
India is greying at a rapid rate
and faces a major crisis in the
paucity of options for geriatric
care and managing the burden of
chronic disease. At present, In-
dia’s 100 million seniors consti-
tute 8% of the population, and
the figure is expected to touch
324 million by 2050 when sen-
iors will account for 20% of the
population. “Because of increas-

“While treatment ing longevity and
canbe carriedata the rise of nucle-
hospital, healin ar families, the
hapII;ens best in § Meena Ganesh ’ demand for elder
home environ- cofounder careis increasing
ment,” she adds. PORTEA, exponentially.”
Along with hus- ahomehealthcare company Add to this the
band Ganesh explosion of non-
Krishnan, Meena FOUNDED IN: communicable
forayed into the June 2013 diseases. By 2050,
healthcare seg- of the 324 million
ment with Portea NEXT UNICORN BECAUSE: over-60s, 200

in June 2013. Por-
tea, which start-
ed from a small
office, with a
skeletal team
and less than

Early moverina
segment that is
set to grow
exponentially

million are likely
to be suffering
from chronic ail-
ments, under-
scoring the multi-
pronged nature of

s oacites s LNesizeof o B
now India’s Iargést theindustr, YUl wrpe industry in the:
home healthcare the next10 next 10 years will
company, asserts years will 8row grow to over $15 bil-
Meena, who dishes toover s 15 Iipl? in India from $3
out numbers to show billionin India’ billion today,” asserts

how quickly the com-

Meena.
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Not just Another Marketplace

ShopClues may be much smaller than the Flipkarts, Snapdeals
and Paytms but it’s also very different from them

NO Binge, no Purge

Asrivalsresort to layoffs, Swiggy eyes allied
opportunities to flank the food ordering business

t first blush, it is easy to be skeptical about
AShopClues which, as an online marketplace,
would tend to come to mind only after the Big

Four — Flipkart, Snapdeal, Amazon and Paytm.
Compared to the funding, buzz and headlines these
etailers have generated, ShopClues would come a
poor fifth. And to top it all ShopClues started on a
bad note. In 2013, cofounder Sandeep Aggarwal —
the man at the helm then — was charged in a case of
insider trading in the US. Since, Sandeep has plead-
ed guilty and stepped down from ShopClues and has
no active role in the startup.
So why then are investors

the bruising deep-discount driven model, the start-
up is focused on smaller merchants where it has
greater scope for margin negotiation.

In a world where gross merchandise volume
(GMV), valuations and large marketing-branding
budgets are normal, ShopClues says it prefers a
more conservative approach. It has almost avoided
mainstream media, leaning on economical and effi-
cient social media and regional and vernacular out-
lets to reach out to its target segment. “We spend
1/10th the money that our bigger competitors do to

generate similar returns on invest-
ment,” claims cofounder Sanjay

fltﬂleI)rildéz(rjlabg(l)liESth(fecfrtairri Radhika Aggarwal seg:{hi says ShopClues isn’t fo-
stlzji‘nce, Tigei" Globa’l —abig ?orflguﬁgergay Sethi I cused just }(;n conls)umers butalso
investor in Flipkart that has on enabling and empowering its
also funded Amazon — in- SHOPCLUES, merchants to grow its ecosystem.

vested in ShopClues. And
thebuzzis that the startupis
close to tying up another
round of funding — this ata
time when the ecommerce
space looks distinctly
crowded, overvalued and
prime for consolidation.

Set up in 2011, ShopClues
has 950 employees and has
raised $120 million so far
(Flipkart in contrast has
raised over $3 billion and
was last valued at $15 billion
in 2015). It has 3 lakh mer-
chants on its platform
across 6,000 categories and 2.5 crore stock keeping
units (SKU), and ships 3 million orders every month.

But here’s what differentiates ShopClues in a
crowded space. It is tightly focused on the unstruc-
tured, often unbranded (or catering to local and re-
gional brands) mass market segment, a notch lower
than the segments Flipkart, Snapdeal, Amazon are
looking at. About 70% of its orders
come from smaller towns and
cities, it says. “The market-
placeis part of our DNA. And
that is our USP,” says Radhi-
ka Aggarwal, cofounder,
ShopClues, comparing it
with Taobao of the Alibaba
group in China. Shunning

profitin 2016
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anonline marketplace
FOUNDEDIN: July 2011

NEXT UNICORN BECAUSE:
Operating in the growing
ecommerce space and
focused on smaller towns,
it has avoided the
bruising deep discount
game and says will make
an operational cash

For example, as soon as a mer-
chant signs up on its platform,
ShopClues helps build a dedicat-
ed website for them and supports
them with branding and market-
ing tools. Now it is helping them
go hyperlocal. This shows up in
the way it earns money — about
70% of its income comes from
transactions, and the rest from
non-transactional areas like sup-
portand services provided to the
merchants. “Remember, non-
transaction income is technolo-
gy-based and scalable without
incurring any cost. We would like
to see that go up to 40%,” says Sethi, who honed
his skills as senior director, products, at eBay, Cal-
ifornia, before cofounding ShopClues.
ShopClues is confident it will make an operation-
al cash profit by 2016 end. “They will
never be the volume player. They
have chosen to fight the profitabil-
ity game. They have the best
margin structure in the indus-
try. Their cash burn is low,”
says Sanjeev Aggarwal, co-
founder, Helion Venture
Partners, one of Shop-
Clues’ investors.

‘Wewillbe

oneofthefirst

(etailers)to
operationally
breakeven
by 2016”

Radhika
Aggarwal

uru-based food delivery ven-

ture Swiggy has watched its
largest rivals wither. First Ti-
nyOwl announced it was laying
off a couple of hundred employ-
ees and shuttering offices nation-
wide to slow down cash burn.
And earlier this week Foodpanda
reportedly laid off a little over
300 employees, roughly 15% of
its workforce.

For Sriharsha Majety, these
stories have offered a cautionary
tale of greed for growth with lit-
tle focus on building a stable
business. He hopes to avoid
these air pockets with his busi-
ness, which raised its last round
of $30 million in June 2015 from
Norwest Venture Partners, SAIF
and Accel Partners and is already
in the market for its next tranche
— reportedly in the region of
$100 million. “We are only in
eight cities and cover some
5,000 restaurants,” he says. “We
are taking time to build a scala-
ble business, because we want to
change the way India eats.”

To try to build a meatier busi-
ness, Swiggy says it wants cus-
tomers to order off its platform
as many as four times a day. “We
see our business growing 50 or
60-fold in the next three or four
years as we bring more restau-
rants online and people too get
comfortable ordering a variety
of food,” says Majety. “We went
from one city to
eight cities in six

I n the past few months Bengal-

Sriharsha Majety,
cofounder

SWIGGY,

anonline food delivery firm
FOUNDEDIN: 2014

NEXT UNICORN BECAUSE: |t has
the potential to add
thousands of
disconnected restaurants,
caterers and home chefs
who can reach consumers
on its platform

a bulk of its orders. For the first
challenge, Majety and Co want to
work with a broader range of
businesses (think of caterers, for
example) to try and evolve food
into something of a utility. “We
eventually want breakfast to ar-

rive automatically

at a customer’s

months and proved “Weare only doorstep like the
tl}at the model is n e[ghtc[[[es newspaper and
o, it appears  NACOVET e ondered
Swigg3; is pIZJiIL)lSil'lg SOmGEOOO set up,pwith little
andtakingabreath, restaurants. We  headache for the
surveying the mar-  gre takingtime  customer,” he says.
andwhere tnests  LODMIlda e artof
to go. “We are wide- sca{ab le the fundingpit has
ly present in Ben- business, raised to jointly set
galuru and Hy- because we up service-only
iy in other ciies anEtochange - lE e
iicluding Mumbai the wayIndla {Nhere th(I:y get
and Delhi, which eats” plenty of orders

present massive op-
portunities for us,”
he explains. “We need to make
sure we get our strategy right.”
Going forward, he may need to
rethink Swiggy as a business.
While food ordering may have
been the way it got started, the
future may hold a different op-
portunity for the company. For
example, Swiggy is a night and
weekend-heavy business, even
as many restaurants they work
with are trying to build all-day
businesses. Second, popular
chains may not have a physical
presence close from where it gets

from but are rela-
tively geographi-
cally distant.

Majety believes Swiggy can
use its growing base of customer
orders and to build a personal-
ised interface for individual cus-
tomers and help them make in-
formed choices. “Like music,
movies and books, people usu-
ally have barely 30 minutes to
eat ameal... people are happy to
get help with their choices,” says
Majety. And the profit impera-
tive? “Profitability is a goal
post... it doesn’t have to be im-
mediate,” he adds.
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At Your Service

UrbanClap wants to provide what virtually
every Indian looks for - reliable services

hree times a week, the founders of Ur-

I banClap, a Delhi-based local services
provider, say they receive requests

from stricken rivals who want to be acquired.
Backed by some $37 million in funding from
the likes of Bessemer Venture Partners, SAIF
and Accel, the company founded just two
years ago has become the category’s prover-
bial 800-pound gorilla. UrbanClap works
with some 25,000 service providers in eight
cities and its founders say it processes 4,000-
5,000 customer requests daily. Rather than
focus on just providing low-value, low-repeat
services (think of the odd plumbing job), the
startup has sought to fatten its business by
providing a wider assortment of offerings. So,
among its services providers are wedding
photographers, interior designers and birth-
day party-planners. “We are trying to address
abasic problem that millions of Indians face,”
says cofounder Abhiraj Bhal. “The access to
high-quality, reliable service providers re-
mains an unmet challenge.” Along with gro-

ceries and budg-
et hotels, Bhal
believes services
will form the next

logical growth driv-
er for India’s thriv-

ing ecommerce market.

According to Bhal, the addressa-
ble market for their services is
| around 100 million Indian middle
class folk across the top 25 cities. “We
B are six or seven times as large as our
L nearest competitor,” he adds. “We
will work with 2,00,000 service pro-
b viders by the end of 2016 and we will
l handle 1,00,000 customer requests a
« day.”

In some ways, UrbanClap is follow-
ing the trends in the broader ecom-
merce market, where large players
such as Flipkart are dominant (in

ASHWANI NAGPAL

Abhiraj Bhal,

cofounder

URBANCLAP,

ahousehold services provider

FOUNDEDIN: 2013

NEXT UNICORN BECAUSE:

There's an unmet need ¥
for high-quality local —
services by providing “We will work with 200000

professionals across a

e " Service providersby theend

of 2016 and we will handle
100,000 customerrequestsaday”

apparel, for example, it does more business
than its category-focused rivals), and the
same holds true in the services market. “The
vertical services providers are stuck with low-
frequency, low-value offerings...in a difficult
market, they will struggle,” Bhal argues.

Bhal and the other cofounders are acutely
aware of the challenges of starting up. Prior
to UrbanClap, Bhal cofounded a company
that aimed at providing video-on-demand
services to long-range public transport.
While the idea sounded promising and ini-
tialinterest strong, the business struggled to
gain enough customers and backers and ran
aground. Another cofounder Raghav Chan-
dra, who worked with Twitter in its infancy,
too tried his hand at starting up an autorick-
shaw aggregation service, which folded.
Fingers burnt, the cofounders have reset
their ambitions. “We don’t want to build a
cute, lifestyle business...we want to con-
struct a large impactful business in the next
seven to 10 years,” Bhal claims. “The chal-
lenge for us is to grow from say 2,50,000
service providers to say two million of
them...we are already investing in skilling
programmes ahead of our growth curve to
ensure availability,” he adds.

Home and Dry?

Urban Ladder is a rare startup that had to actually
scaledown before it scaled up

N NARASIMHA MURTHY

ith seed capital secure before they

s " ; launched and startup stars in their
eyes, the founders of Urban Ladder

decided to go for broke when they launched in
July 2012. The company, initially backed by Ka-
laari Capital (it has since
raised $77 million from the
likes of Sequoia Capital,
Steadview Capital and TR

Ashish Goel (R) &

“We had projected 10,000 shipments per
month by December 2015, whereas we do tens
of thousands of shipments today...we are 18-24
months from what we call making a million
homes beautiful,” says Goel. The company has
painstakingly built its own
delivery network and sup-
ply chain to try to keep
product quality high and

Capital), launched its ser- Raj iv Srivastava, today delivers to 17 cities.
vices across the country, cofounders According to industry es-
leaning on third-party logis- URBAN LADDER, timates, the furniture mar-

tics providers to make deliv-
eries. Rather than plaudits,
Urban Ladder was inundat-
ed by customer complaints.
Realising its folly, the com-
pany did something unex-
pected — it went from a pan-
India presence to opera-
tions in just one city. “As a
young startup our only
mantra was how to grow

furnishings firm

anonline furnitureand

FOUNDEDIN: July 2012

NEXT UNICORN BECAUSE: |t
has reimagined online
furniture, by creating its
own products & logistics

ketis worth $25 billion, with
the organised segment ac-
counting for barely 1% of
this and online players an
even smaller sliver. Goel
says that Urban Ladder has
had to build its market from
scratch; furniture design
and construction continues
to be dominated by the un-
organised sector and the

rapidly,” says Ashish Goel, a “Wewanttostandout packaging and delivery of
Xof(;tlnderdof U{l:t»)ar{llzigdder. witha fOCllS on i[)hesi1 grod(ljlcts‘ conf;ir;ues to
sitturned out, building an . e a hit-and-miss affair.
online furniture business p rOduc:t’ s.up P ly chain Three years ago, when a
was much more than warp- and lOngthS, as weseek fledgling Urban Ladder de-
speed growth. “We operate tobuilda lar; ge s table cided to shrink its services
inatrust-deficitmarket,”he  gndscalable business”  to one city, it gave up 70-
adds, “We want to stand out Ashish Goel 75% of its business, when it

with a focus on product,
supply chain and logistics,
as we seek to build a large, stable and scalable
business.”

In the last couple of years, Urban Ladder ap-
pears to have made up for lost time, with the
cofounders claiming that the company is 40-
50% ahead of its own targets in terms of cus-
tomer acquisition, revenues and catalogue.

encountered low quality
logistics, with hundreds of
delayed deliveries or broken products. Since
then, the company has worked to rebuild its
reputation and create its own delivery net-
work. “You have to build service to delight
(doubting) customers and create an intimate
and delightful experience,” says cofounder
Rajiv Srivastava.
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“Be Unreaso

nable,

ThinkK Freely”

The cofounder of Snapdeal, one of India’s eight unicorns, describes
what it takes to get into the haloed club — and stay there

:: Kunal Bahl

ohit (Bansal) and I decided to leave
our jobs and start a coupons business
in 2007-2008 when the internet was
still in its infancy in India. The busi-
ness had strong initial momentum
and, to seek investments, we started
cold calling investors through differ-
ent websites, as we weren’t sure who
would be interested in investing in
our kind of business. We met (ven-
ture capitalist) Vani Kola through one
of these calls — she was actu-
ally the last call we made —
because we were worried a

‘Donttry

tosolvea portfolio company of hers
pri oblem f OrI'  would conflict with us.
three peop[e; It, however, took one call
instead start and a meeting with her in per-
oy . haps the smallest and shabbi-
witha blg est office she’s visited before
problem, we had a chance to present
impacting (and later be backed by) her
millionsof "¢
99
people”  changingDecrees

The writer is
the cofounder
of Snapdeal

Entrepreneurs with dreams of
building India’s best unicorns need to
be aware that the rules of the game
have changed. Now, the cold calling
has dropped one level lower to try to
attract the attention of the burgeoning
angel investing community. [ get 25-30
proposals from wannabe entrepre-
neurs — some as young as 17 trying to
build a business they dreamt of last
night and others more seasoned pro-
fessionals with a company even regis-
tered in their names. Getting the right
angel backing you helps with strong
introductions to the right venture cap-
italists.

When starting up, I'd say the most
important first step is to always think
big. Don’t be constrained. Be unrea-
sonable. Think freely. Let people
laugh at you. The more ridiculous
they think you are, the better it is.
Don’ttry to solve a problem for three
people; instead, start with a big prob-

lem, impacting millions of people —
for instance, there are 40 billion util-
ity payments made in India, of which
over 39 billion are made manually.

While therearehundredsof =~
angel investors in India today,
future unicorn-builders must
be aware that they come in all
shapes and sizes. Each angel is
passionate about a specific area;
while some are financially moti--
vated, others bring domain and
operational expertise to the table.

You don’t need to have a com-
pany in your mind to idolise —
you’re welcome to build anoth-
er Snapdeal, if it can be bigger,
better and more efficient. Inspi-
ration for your idea can come
from multiple sources. For ex-
ample, we made multiple
visits to Alibaba in China
because both Rohit and I
are sons of small traders and
were fascinated with the ef-
fect the Chinese giant had on
their livelihoods.

If you’re going to build a
startup that stands out in
the crowd, you have to
be willing to take risks.
We evolved and "
learned from our mis-
takes and kept moving
forward by taking intel-
ligent risks; eventu-
ally things started
working out pretty
well. Today, we are
building an impactful
digital commerce A K
ecosystem, &
which caters to
multiple con-

\
ulJ!H:

B e

V <

\

\ X

««quhh.k ‘,‘.:ﬂl"

sumption needs of consumers
through a single user login. We are
making goods and services accessi-

ble, plugging leakages in the

economy and bringing
efficiency in logistics
and supply chain man-
agement.

— Don’t be afraid to get
your hands dirty when
-you’re building your com-
pany. As Snapdeal moved
from the coupons business
to ecommerce, we realised
our early processes and sys-
tems were not well set up.
When this happens, you in-
evitably disappoint cus-
tomers. I used to reply to
3,000-4,000 emails a
week directly from cus-
tomers to try to under-
stand their disappoint-
ments. As entrepre-
neurs, we had to be like a
sponge; willing to absorb
knowledge and inspira-
tion from multiple sourc-
es. Coupled with that you
must be willing to
change and evolve
your business

\‘ ] idea.
\ The two
things that can
make or break a
business I be-
lieve are culture
and objectivity.

Ifeel culture determines the speed of
growth of a non-traditional business
like Snapdeal. Culture is determined
by the people we hire. We have grown
fast and have managed this growth
well only because of the people we
hired. You can leap ahead to the next
phase of growth only if your team be-
lieves and shares your vision, your
passion for the organisation.

Money Matters
If your company em-

barks on this high- “Don’tbe
growth path, you will afraidto get
need to attract millions

of dollars of funding to y 91"‘ handq
fuel your ambitious dirty.lfyoure
plans. The type of in-  goingto build
vestors you target will asta rtup that
also evolve; when we

were a small company, standsout,
a$200 million venture YOUu haveto
capital seemed huge. e willingto
As we have grown, takerisks”

Snapdeal has part-

nered with several

global marquee investors and indi-
viduals such as SoftBank, Foxconn,
Alibaba, BlackRock, Temasek, eBay,
Premji Invest, Intel Capital, Bessem-
er Venture Partners, and Ratan Tata.
Be prepared for much more strin-
gent fiscal discipline and audits — we
do a quarterly audit to make sure our
numbers add up since we’ve some
publicly listed backers.

Building India’s next unicorn boils
down toimpact. We are giving choice
and convenience to consumersin tier
Il citiesand beyond like never before.
The huge volume of orders of health
products coming from non-urban ar-
eas on Snapdeal is a great example of
the impact our marketplace is having
on people’s lifestyles. Through our
efforts, traditional handicraft and
handloom artisans, NGOs and home-
preneurs are now accessing pan-In-

~~\ dia markets and growing their

businesses by leaps and bounds.
This makes me believe we have
accomplished something bigand
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The Global Unicorn Club

andits [ )eS1 Hue

Eight out of 144. Eight is the number of
ventures from India with a valuation of
$1 billion and over; and 144 are the total
number of unicorns globally as of December
22 since 2011, according to data compiled
by CB Insights, a venture capital and angel
investment database that provides real-time
information. Whilst well over half of these
ventures were born in the United States —
starting with Uber, Airbnb and Snapchat

— some 20 of them are from China, with
smartphone maker Xiaomi at No. 2 position.
Here's a quick glance at the marquee names
in the Unicorn club, when they entered the
club, the top 10 by valuation and, of course,
the Indian entrants:

Ten most valuable startups
Uber

$51 billion
Xiaomi

$46 billion
Airbnb

$25.5 billion
Palantir Technologies
$25 billion
Snapchat
$16 billion
Flipkart
$15 billion
Didi Kuaidi
$15 billion
China Internet Plus Holdins
$15 billion
Spacex
$12 billion

Pinterest

$11 billion

Indian Ventures that
Crashed the Party

Whilst Flipkart was the first, and
miles ahead of the rest of the
pack with a $15 billion valuation,
the latest to enter the club was
classified advertising platform
Quikr in mid-2015

- Mu Sigma
Valuation: $15 bn

Snapdeal

Valuation: $2.5 bn
Funding: 51.7 bn

valuation: $ 1.5 bn

InMobi

Valuation: sl bn
Funding: 5250 mn

Valuation: $5 bn
Funding: 5900 mn

JANUARY 03-09, 2016

One97 =
Communications

Valuation: 52 bn
_.;ev‘l Funding: 5800 mn-$1 bn

\

Zomato

Valuation: $1 bn
-ﬁ"f" Funding: 5225 mn

Valuation: $1 bn
| & : nding: 5350 mn

. *
Funding $3.15 bn oroine $200 mn AN
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BUYBUY 21

With valuations hitting the roof and investors
becoming close-fisted, the New Year is set to
witness a spree of buyouts and consolidation

:: Rajiv Singh

mit Jain doesn’t believe in prophecies, but the
39-year-old entrepreneur is tempted to turn

soothsayer. “2016 will be an excel-
lent time for buyouts,” predicts
Jain, cofounder of CarDekho — a
Ratan Tata-backed auto classi-
fieds portal that has raised $75
million so far.

“The big players will get bigger
and the small startups will either
die out or get merged into larger
players,” adds Jain, who counts
Sequoia Capital and HDFC Bank
as investors in his eight-year-old
company. Jain’s forecast is based
on the reasoning that it would
become increasingly difficult for
startups to raise money as inves-
tors, stung by the profligacy of
the entrepreneurs who burnt
cash in their eagerness to scale

rapidly, become close-fisted, and focus more on
unit economics. Consequently, they would be
left with two options, point out investors: while
the fledgling ventures yet to get funded would

While there is
no change in
the economy
fundamentally,
pessimism is
setting in,
which is
leading to the
other extreme
of ultra-
conservatism

shut down, those who have failed to go beyond
the angel and seed rounds of funding would

scout for buyers. Both scenarios present a
tempting option for well-funded startups to buy
arival at arealistic valuation or for venture capi-
talists (VC) to consolidate their investment port-

folio by pushing for mergers.

The number of startups that raised funds
makes the case for consolidation stronger. Of

likely to intensify this year as cluttered sectors
see the trimming of flab.

Focus on Fundamentals
Entrepreneurs like Jain don’t
plan to miss out on this opportu-
nity. “We are evaluating five
startups for acquisition this year.
We are especially interested in
small-ticket buyouts and in ac-
quihiring teams solving prob-
lems in car buying or car owner-
ship,” he says. While expecta-
tions of entrepreneurs in terms
of valuation would be a lot more
reasonable, financial investors
would not be as aggressive as the
strategic investors, he contends.
CarDekho has already made
three acquisitions, buying auto
portal Gaadi in September 2014,

following it up with BuyingIQ next April and Zig-

Wheels in September 2015.
Jain is not the only one plan-

ning to swoop in. Seri-

“2016 will be
an excellent
time for
buyouts. The
big players will
get bigger and
the small
startups will

either die out or

get merged into
larger players”

Amit Jain, cofounder,
CarDekho

the 388 enterprise tech startups founded last
year, only 21 got funding. Retail and fintech
fared worse. While 15 out of 435 retail start-
ups founded in 2015 got fund-
ed, for fintech it’s just eight
out of 192 startups founded
last year. The number of ac-
quisitions jumped over 100%
from 23 in 2013 to 55 the next
year. And till the first week of De-
cember 2015, over 120 startups
had already sold out. The trend is

SectorsRipefor Consolidation

SOURCE: TRACXN. Paytm is included under both retail and fintech. Practo comes under health and SAAS
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al entrepreneur K Ganesh reckons 2016
would be a good year to grow inorgani-
cally, thanks to ample capital raised by
his portfolio companies, the availabili-
ty of good companies with great found-
ers and reasonable valu-
ations.

“We will see blood-

That will not change significantly this
year. But what would definitely happen
in 2016, predicts Ganesh, is that some
semblance of sanity would return to the
startup ecosystem. Entrepreneurs, an-
gelinvestors and VCs will
start focusing more on
fundamentals and less

baths and companies In 2016 on vanity metrics, he
shutting down as the entreprene’urs says, adding that some
funding environment ?| differentiation between
becomes more challeng- ange_ls and the men and the boys in
ing,” says Ganesh, who VCs will focus | the angel ecosystem
is looking to close two more on would also take place.
acquisitions in the next fundamentals | “During the last year,
four weeks. A partner at and less on everyone’s neighbour

GrowthStory, an entre-
preneurship platform
that promotes startups
such as FreshMenu, Big-
Basket, BlueStone and
Portea, Ganesh is aggressively looking
for potential acquisitions for Housejoy
(a home services startup) and Fresh-
Menu. Last year was particularly busy
for Ganesh in terms of acquisitions. In
June, BigBasket bought Delyver, a Ben-
galuru based hyperlocal deliv-
ery startup in which Ganesh
is one of the investors; in
September, online home
furnishing solutions pro-
vider HomeLane ac-
quired home decor visu-
alisation startup
Doowup and in Novem-
ber Portea bought speci-
ality pharmaceutical dis-
tributor Medybiz.

Ganesh adds that he is sur-
prised with the warnings of
the naysayers about an
impending bust. “The
infant mortality rate
among startups has
always been very
high,” he asserts,
with 80% or more
shuttingdownin the
first two years and
another 10% in the
subsequent period.

vanity metrics

and aunt wanted to in-
vest as an angel. That was
dangerous as this asset
class is extremely risky
and illiquid,” contends
Ganesh. When the party stops, they
would be badly hurt and never return.
“These angels will run away to heaven
in 2016.”

Better Bargaining Power

Neeraj Kumar Singal, a veteran

angel investor, is not among

those likely to make a
dash for it. The director
of the Semco Group did
make his share of mis-

" takes while invest- 1 ‘g\\‘“S

“We are open to
elling out...an

us succeed

Sabarish Nair,
cofounder, Little1l

$17.7million

2014

2015
tilirst week

esh
Seﬁl“\o\\\\\\

a
\\\o\\““s 119 rounds

$157.1 million

2014

SOURCE: Tracxn. All 2015 data is up to first week of December

“Funding is always
going to be cyclical.
It's just that we
tend to forget it
when we're at the
top of the cycle”

Sid Talwar, cofounder & partner,
Lightbox Ventures

Q'&j

. %

—

ing in startups, but he has learnt his
lessons. “Irrationality will be driven
out, angels will become selective in in-
vesting and new investors will also
jump into the fray,” says Singal, who
has invested over %2 crore in 20 start-
ups, with an average ticket size of be-
tween %10 lakh and %20 lakh. While the
number of angel investors will in-
crease, the existing ones will become
more careful, adds Singal whose focus
of investments is on sectors like artifi-
cial intelligence, financial tech and ro-
botics.
Angels also stand to gain from
their bargaining clout in 2016.
Due to the easy availability of
capital over the last two years,
startup founders usually
didn’t accept the valuations
proposed by the angels. “The
negotiation powers of angels
would be restored,” says doctor-
turned investor Ritesh Malik. The
26-year-old, who has made angel in-
vestments in as many startups as his
age, maintains that entrepreneurs
who are building marketplaces will
lose considerably as this model re-
quires a lot of capital. In terms of in-
vestments, Malik plans to put his
money in highly intellectual property-
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“Only a couple of

companies in each
category will survive
and investors will
stop funding the

protected startups and social entrepreneurship.
“Innovative startups will flourish,” he reckons.
Innovation indeed is going to be the buzzword

in 2016. “We’ll see alot of companies trying more

innovative and capital-efficient ways of appeal- s 99
ing to customers,” says Sid Talwar, cofounder companles
and partner of Mumbai-based Lightbox Ven- Rajesh Raju, cofounder &

tures, a VC firm focussed on early-stage consum-

er technology businesses. And the companies
that aren’t able to manage this transition will
have a hard time, he thinks, predicting that com-
panies that will gain the most in 2016 will be the
ones with enough cash in the bank to run their business on

their own terms.

Littlel, an online community of young parents founded in

January 2013, is one of the startups
that has run out of cash. “We are
open to the idea of selling out,”

partner, Lightbox Ventures

transactions per month. The company even acquired hyperlo-
cal delivery platform BigZop last September. “Our strong busi-
ness model has not only helped us catch investor interest but
has also been attracting potential acquirers who want to buy
us out,” says AUTOnCAB cofounder Vinti Doshi, quickly add-
ing that she is yet to take a call. “We are a growing brand and
open to all growth avenues,” she says.

Yearofthe

Com pan ies says cofounder Sabarish Nair, add- GrowthStory’s Ganesh outlines three categories of startups
that will ga in ing that the key offerings of Littlel  thatare most likely to struggle this year. The first are those that
th i — photo sharing and a micro social ~ started during the boom phase and were looking to raise fund- 2015 was a momentous year
€ most In network — are something no other  ing based on momentum, and which lacked a solid business for the space, with billions of dollars
2016 will be parenting space provides. Littlel, model. The next are startups with business models that |nvestgcghbut a sharp consolidation is
the ones with which raised up to 22 crore intwo  worked in China or the US but couldn’t adapt to Indian condi- around the corner
enough cash angel rounds, managed to achieve  tions; and the last are the me-too startups. > Rahul Sachitanand
inthe bank to some scale: 40,000 registered us- Rajesh Raju, managing director of Kalaari Capital, an early-
run their ers, over 1 lakh pictures and 2.7  stage, technology-focused VC firm, agrees that many ‘me-too’
business on lakh Facebook fans, says Nair, add-  startups were funded over the last couple of years and there Total Funding in
thei ing that the cofounders failed in  may now no longer be room for multiple players. “Only a cou- the Indian stargtups
eir own spite of pivoting thrice. ple of companies in each category will survive and investors in 2015
terms The Bengaluru-based startup  will stop funding the ones lagging,” asserts Raju, who counts
started with a product called Urban Ladder, Snapdeal, Zivame and BlueStone among his
Baby Record Book, portfolio companies. He says that while there is no
which allows parents change in the market or economy fundamentally, .
to create a treasury of precious moments pessimism is setting in, which is leading to the - >
around childbirth. But it soon realised that par- other extreme of ultra-conservatism. “We always mcn
ents were not yet ready for the concept. Then encourage companies to grow organically, but
it pivoted into a listing site for parents but Nair sometimes inorganic opportunities may make
realised that turning cash positive would prove sense,” he adds. Top Investors of 2015

to be along-drawn affair, and “we did not have
much money to burn for that long”. The third
transition to a personalised products site for
parents didn’t work out either. “We serviced
over 250 pincodes but realised that

But though startups are available at tempting
valuations, one needs to ask if the acquisition is go-
ing to add value. “Mergers and Acquisitions (M&As)
should always be strategic and not driven by
opportunity, especially cost opportuni-

in the Tech Space

Tiger Global

Participated in funding
rounds worth

logistically it’s a nightmare,”
shrugs Nair. But what makes
him think that a startup that
has failed thrice and is strug-
gling in its fourth avatar
would even come up on
the radar of investors?
“We believe an investor
would look at our fail-

ty,” says Avnish Bajaj, managing direc-
tor of Matrix Partners, a venture capi-
tal firm. The trigger for an acquisition
could be many — it could be to ac-
quire a competitor to consolidate
one’s position or for a set of com-
plementary skills, says Bajaj,
whose current portfolio includes
LimeRoad, Ola, Practo, Quikr

583

billion

Sequoia
Capital

ures as powerful expe-
riences that can help

us succeed,” he con-
tends.

Buyout or Bust
It’s not only fund-
starved startups
that are putting
themselves on the
block. Consider AU-

TOnCAB, a mobile

“You get
monkeys

for peanuts,
SO one has to be
very cautious in
terms of making
the right choice
when buying”

Avnish Bajaj, managing
director, Matrix Partners

Number of

and Stayzilla. He warns those invz[Stg(ljJ ?rs] m
looking to buy visibly dis-
tressed startups on the cheap
with the adage that if you
throw peanuts you will only

get monkeys.
Semco Group’s Singal points
out that becoming an entre-
preneur has become fash-
ionable, but there is little
understanding of the bru-
tal reality of the business

Accel
Partners

SAIF
Partners

app that provides on-
demand, ultra-budget
last mile connectivity
to urban commuters.
The Gurgaon-based
startup, which was found-
edin March 2014 and operates
across six cities including Jaipur
and Chandigarh, has raised $1
million, and claims to have over
62,000 customers, 1,500 regis-
tered drivers and over 50,000

world. Failure is not a
bad thing but mindless-
ly walking into a disas-

,  ter makes little sense, Kalaari
\ he says, adding that Capital
raising money alone m
is not entrepreneur-
ship. “Entrepre-
neurship is build- $billi:m

ing a viable
sustainable

business.”®
Source of domestic data: Tracxn
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Top Three
Funded Sectors
in 2015...

Most Popular Categories

Marketplaces

Enterprise Tech Fintech'
(Including Saas) Companies Funded  Number of Rounds Total Fundine in th $ls 8b
mlmpaies§m Nuihﬁnﬁis @ Gl 66 G::)Igal gtr;r::?lglsnpacz e L
.
Total Funding —

Total Funding

$89° mn $102bn s

“
omm ® $506bn
AS A L | bill
QUt2%f11592 slta%tupst Tcougded l lon
In , 0Ny © 80t Tunding
Out of 388 startups *Companies such as Paytm are included in Alternate
founded in 2015, only both the categories (Fintech and Retail) Lending

21 got funding considering their business model [ ——
R Y .

Hare
'@ CompaniesFunded  Numberof ROUNDS $207b1’1
92 104 e OUT Of 435 startups Biggest VC funding deals in
e TOUNded in 2015, £

700 305

General Atlantic,

Investors: Steadview Capital, Tiger Global Investor: Alibaba Group Coatue Temasek, GGV
Management, Capital, Horizon
Tencent, Temasek Ventures, Baillie
arq/% rI:tIS}ge?n Giffolrad,_T Rowe
rice,
Top 5 @ @ @ @ L Wellington
Funding [ Feb | L Apr | [ Jul | L Aug | Sept | HEIELETE S
apital,
Rounds for Kleiner, Perkins,
the year OlaCabs Snapdeal BCaufleI% e%nd
2015 yers and Tiger
585 400 500 Global

Amount in $ million Investors: DST Global, Steadview Capital, Investors: Foxconn, Alibaba Group

investor: Alibaba Group Tiger Global, Accel Partners Falcon Edge

W "Eidetlityl\lllnvestment%
ellington Management,

Summit Partners, BlackRock, _
Kleiner, Perkins, Caufield and $Ibn

Byers, Menlo Ventures and
Google Ventures Softbank

Bengaluru and Beyond

Top cities as per the number of startups founded

NCR 1,060 Google, Fidelity Investments, Draper Fisher
SRl Jurvetson (DFJ), Valor Equity Partners and
galuru 925 Founders Fund
Mumbai BN 546
Hyderabad I 243
Pune I 171

Most active investors
(number of rounds)
Startups are a talent magnet...

Layoffs*
...but a course-correction could Housind Zomato  Tinyowl

be imminent, beginning largely 300 200-300

*Source: Companies

with food technology
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Deep Impact

For long confused with NGOs, social enterprises are increasingly
getting more capital, from impact and venture capital funds

2 iy

:: Indulekha Aravind

didn’t have tobe 600 km from Bhubaneswar to source my
products — I could have got it from Chikpet (a wholesale

market in Bengaluru),” laughs Siva Devireddy, founder of

GoCoop, on the phone from Odisha. GoCoop is a Bengal-
uru-headquartered marketplace selling products directly
from weavers and weaver cooperatives, in the process

eliminating the notorious middleman. It was the misery of

the weavers in his parents’ village in Andhra Pradesh, who
were “effectively, a kind of bonded labour”, that pushed
Devireddy to quit his job at Accenture, where he was a di-
rector, and set up the online marketplace that would con-
nect rural artisans to buyers in India and abroad directly,
ending their exploitation.

GoCoop now has 250 cooperatives on its ecommerce
platform and B2B customers include the likes of Levi’sand
Reliance Retail. While Devireddy used his savings of 10
years and funds from his colleagues to get his dream pro-
ject off the ground, the startup later raised seed funding
andis currently in the process of closingits Series A round
of funds, both from impact investors. He might be run-
ning a social enterprise but investors’ expectations from
his company are no different compared to “regular” start-
ups, he says.

There might still be alack of clarity over the term social
enterprises, which are for-profit ventures looking to make
a meaningful impact on the bottom-of-the-pyramid seg-
ment. But the sector is now seeing increased interest from
investors, with more capital coming in from both im-
pact funds and venture capital (VC) funds. “Inves-
tors are aware of the opportunities at the bot-
tom-of-the-pyramid. Capital will never be a

"_.1' ’ ...|_

“GIVEN THE
OPPORTUNITY,
| DON'T SEE
WHY A
SCALED-UP
BUSINESS
CANNOT GIVE
MARKET
RETURNS. THE
CHALLENGE
LIES IN THE
EXECUTION”

P Pradeep, partner and executive director, Aavishkaar

GoCoopisa
marketplace
sellingproducts
directly from
weavers and
weaver
cooperatives, and
boasts of 250
cooperativeson its
ecommerce
platform

b

Siva Devireddy, founder, GoCoop

constraint,” says P Pradeep, partner and executive direc-
tor of Aavishkaar, one of the earliest and largest impact
funds in India. Set up in 2001, Aavishkaar has a kitty of
$200 million across five funds and has made 54 exits so
far. All the exits, apart from six, have been profitable, says
Pradeep. He adds that even the term “social enterprise” is
used only by the external community, with entrepreneurs
themselves thinking of it as an enterprise first.

Operational Simplicity

Srikrishna Ramamoorthy of Unitus Seed Fund, an impact
fund with $23 million, says they have stayed away from
using the term “social enterprise”. “People then assume
there are no returns or that returns will be low. And that’s
not what we are about,” he says. Unitus has invested in 20
companies so far, and is also the only seed impact fund to
attract domestic capital. The fund’s premise is to “pick
entrepreneurs who build scalable, sustainable business-
es...it’sabout returns but it’s equally about building a bet-
ter India,” says Ramamoorthy. As these businesses serv-
ing the rural communities and economically weaker seg-
ments scale up and head towards profitability, the impact
will also grow in scale, he adds.

Gayathri Vasudevan, founder of LabourNet, which
trains blue-collar workers and helps them find employ-
ment, says her company is treated like any other venture

by investors. “Investors mainly look for simplicity in
revenue model, which in turn comes from opera-

tional simplicity. But they expect market rate of
returns — probably not the astronomical re-
turns of tech companies, but on a par with

Money
Wise

Figures for 2000-2014 period

J E BILLION

Capital invested,
in 220 impact
enterprises

$4‘35MILLIUN

Investments by impact
funds inimpact
enterprises

$g[]ﬁ MILLION

PE and VC
investmentsin
impact enterprises

Leading sectors
attracting investment

MICROFINANCE

r .7 HEALTHCARE

\_d
AGRIBUSINESS

E CLEAN ENERGY

e Source: The Indian Impact

Investing Story by Intellecap
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Srikrishna Ramamoorthy,
partner, Unitus Seed Fund

“Therevenue
model was obvious
Jromthebeginning.
We are for-profit and we
are also serving the
community”

K Chandrasekhar, founder, Forus Health

other sectors like manufacturing,” she says.
Aavishkaar’s Pradeep describes the oppor-
tunities in the segment as “incredibly large”.
“We have invested in these sectors because of
the huge potential — for instance, there is a
huge demand-supply gap in healthcare between a tier I city
and tier I town.” One validation of the bottom-of-the-pyr-

“SOME OF THE amid model has been the growing interest of traditional
BUSINESSES commercial capital to the sector, points out Ajit Mahadevan,
WE INVESTIN  country director of Acumen India, a global impact fund
HAVE A which raises its corpus from philanthropic capital and in-
LONGER vests in social enterprises. According to a report by Intelle-
GESTATION cap, which is working to build the impact investing and so-
PERIOD cial enterprises sectors, of the $1.6 billion invested in impact
INHERENTLY enterprises in 2014, $906 million was from private equity
BECAUSE and VC investments. “Given the opportunity, I don’t see
THEY ARE why a scaled-up business cannot give market returns. The
LVING challenge lies in the execution,” says Pradeep.
S0 Forus Health is one of the beneficiaries of this increasing
p Rg gﬁi?\/l % interest. A healthcare venture whose flagship product is an

affordable, portable eye-screening device called 3nethra —
which makes mass, low-cost screening possible — the start-
up has mainstream, commercial investors, which includes
Accel Partners and IDG Ventures. One reason, says founder
K Chandrasekhar, was that they were clear their product
could work in multiple areas. “The revenue model was ob-
vious from the beginning, with money coming from the sale
of the device. We are for-profit and we are also serving the
community,” he says. Accel Partners also invested in an-
other social enterprise last September, Indifi Technologies,
which connects small businesses with formal lending insti-
tutions. Other VC investments in social enterprises include Matrix Partners’
investments in Waterlife India, which sets up mini water purification plants
in rural India; Five Star Business Credits, a non-banking finance company
which lends to micro, small and medium enterprises; and Helion Venture
Partners’ investment in EyeQ, which runs a chain of eyecare hospitals pro-
viding affordable treatment in small towns, among others.

“Grant funds helped us in
establishing our model In
themarket wearein,
it’s difficult toshow
proojofconcept”

Gayathri Vasudevan, founder, LabourNet

VCInvestments
inSocial
Enterprise

Amount
($ Million)

2014

105

NO.OFDEALS

2015

69

NO.OFDEALS

2013

2012

80

NO.OFDEALS

NQ.OFDEALS
0

Source: Venture Intelligence

Top Deals In Social

Investors: Seedfund, Asian
Healthcare Fund, LGT Venture

One significant difference between impact
funds and VC funds would be their invest-
ment horizons, with impact funds typically
staying invested for longer periods. “We are a
10-year fund, which is very unusual for India.
Some of the businesses we invest in have a
longer gestation period inherently because
they are solving hard problems. We also in-
vest fairly early,” says Unitus’ Ramamoorthy.
This is also why impact investments are re-
ferred to as “patient capital”. Additionally,
Intellecap’s 2014 report, ‘The Indian Impact
Investing Story’, notes that “...mainstream
investors invest in impact enterprises that can
absorb larger amount of capital and are geo-
graphically closer to the fund’s physical loca-
tion while impact investors have been invest-
ing in difficult and remote geographies and in smaller quantum.” The
report then adds, “Increasingly though, the obligation is on impact funds
to articulate and present their differentiation better.”

Validation over Innovation

Sometimes, social enterprises also need a leg up and impact and VC funds
alone might not be adequate. Though LabourNet was able to raise funding
from impact funds, Vasudevan says it was an initial round of grant funding
that helped the company take its model forward. “That’s also why I think
blended capital might work best for social enterprises. Grant funds helped
usalotin establishing the model. In the market we are in, it’s difficult to show
proofof concept,” she says.

This is particularly true of social enterprises in the health sector, says Uni-
tus’ Ramamoorthy. “When we were scouting for healthcare entrepreneurs,
we found there was alot of innovation but we wanted to see more validation.
However, when we went back to the entrepreneur after six months, we
would find that either things have not progressed or the entrepreneur has
gone on to do other things,” he says. To address this, Unitus has launched a
programme titled “Start Health”, whereby they extend capital with a condi-
tional term sheet, stating that Unitus would provide seed money if the start-
up achieved certain milestones. “We also have partners like Manipal Hospi-
tals that help with validation,” he adds.

A few entrepreneurs have also burnt their fingers with impact funds. A
Delhi-based social entrepreneur who had
set up a micro pension venture that had at-
tracted investment from an impact fund
and a foreign government’s foundation
says he was edged out of his own company
by the impact fund. “During the second
round of funding, they wanted a sharehold-
ers’ agreement stating that I could be fired
at any point. I refused,” says the entrepre-
neur, who requested not to be named. He
was later forced to exit with what he says
was a sixth of what his shares were worth. “I
would rather get a venture capital fund like
Sequoia than those posing as impact inves-
tors,” he says.

GoCoop’s Devireddy says his biggest crib
has been that social enterprises in India
that are just starting out are treated as es-
tablished companies when they seek fund-
ing, though they work in remote areas and
are usually trying to solve complex prob-
lems. “I felt that approach is very counter-
intuitive,” he says.

Acumen’s Mahadevan feels social enter-
prises need more grant funding and local
philanthropic capital (at present, much of
the capital in impact investing is from
abroad). “There’s a tremendous opportu-
nity here, and it’s an emerging opportuni-
ty.” There are other issues as well: Intelle-
cap found that 60% of all impact investments in 2014 happened in just 15 out
of the 220 enterprises and 70% of total investment was in the microfinance
and financial inclusion sector.

Ramamoorthy says impact investing also needs to be understood by pro-
spective investors in funds as an alternative asset class and changes in policy-
making could help. “Investing in us does not qualify as corporate social re-
sponsibility (CSR). Maybe if it was, it would make corporates investin us,” he
says. But for now, he welcomes the increased interest in the segment, par-
ticularly from “non-impact capital in subsequent rounds of fund-raising”. m

Enterprises
(Jan-Dec 2015)

Investment ($million)

myDentist

785

Philanthropy

Connect
India

5

Investors: Aavishkaar

Indifi

5

Investors: Accel India,
Elevar Equity,
Others

Source: Venture Intelligence
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How a clutch of online beauty
services ventures is attempting to draw
users away from brick-and-mortar salons

|

ASHWANI NAGPAL

:: Rahul Sachitanand

hen Renu Bisht was preparing to
get married a couple of years ago,
she came up against a problem that
gives brides-in-waiting plenty of
headaches. The hunt to find a
skilled beautician for her nuptials
turned out to be far more painful
than she’d anticipated. The really
good ones were either booked or
too expensive, and experiments
with cheaper professionals didn’t
meet her quality requirements. It
was only after several calls and
help from friends and family that
someone was finally located and
signed up. Bisht, a consultant
who’d worked with KPMG and
Wipro, decided to channel her
frustrations with this search to
turn entrepreneur and cofounded
VanityCube, an online curated
beauty services platform aimed at
fixing a lopsided market for beauty
services.

“India’s beauty services market
has expensive, large branded play-
ers and very small players of low
quality,” says Bisht. “What is
worse, if you go from one salon or
parlour to the other, you’re
charged varying rates for the same
service.” In addition, the beauty
services business is also hobbled
by polarisation of work — week-
ends and holidays see a flood of
orders, while other times see cen-
tres (and professionals) vastly un-
der-utilised. “The people who run
this industry — beauticians and
other freelance professionals — are
not organised and there’s no con-
sistency on services they deliver,”
she adds. Since its inception, she
and her cofounder Pragya Upad-
hyay have sought to grow Vanity-
Cube rapidly, by providing servic-
es not just at home, but even in of-
fices and corporate parks with
express offerings to women at
work. Spreading VanityCube’s ser-

vices will be key to growing the
business — the firm services 100-
150 bookings a day currently —and
expects that toincrease to 2,000 to
3,000 in the next 12 months.

Professionals at Service

Five months after they raised an
angel round of funding to kickstart
their beauty services platform
StayGlad, the founders Kavish De-
sai, Shashank Gupta and Prateek
Jain (IIT-Kharagpur classmates)
netted an undisclosed amountin a
series A tranche from investors;
these included storied venture
capital (VC) fund Bessemer Ven-
ture Partners and Anil Chopra, the
former chief executive of Lakme
Lever which runs a pan-India chain
of salons for women. “There is a
great opportunity to disrupt the
FMCG-like beauty services model
by devising an asset-light premium
salon experience,” says Jain. Rath-
er than have their target audience
(women in the age group of 18-40
primarily) visit salons, these ven-
tures want to bring professionals
to their homes. While some start-
ups aggregate freelance beauty

Gaurav
Maheshwari

COFOUNDER, GETLOOK
Founded in: June 2015

Focus: Beauty services
aggregator

Investors: Undisclosed, from
agroup of angel investors

Status/plans; Has 150-200
beauty services providers
intwocities, with pilots
underway in three more;
wants to beinthreemore
cities by mid-2016

“There will be consolidation

in this spacein the nextsix
months as investors begin to back the
top players and look to enter the

Pragya Upadhyay,
cofounder

RenuBisht

COFOUNDER, VANITYCUBE
Founded: August 2014

Focus: Online beauty services
aggregator

Investors: Claims to have raised
funding from angel investors

Status/plans: Wants to grow from
100-150 orders aday to 2,000-3,000
and expand services from one
location (NCR) to two more cities

‘Beautyisa
crowded, yet

lo szded’market
mth oodservice
mostly atthe
premnumend, and
most others struggling
with quality and
pricing of services and
products”

beauty services market”

Ronak Sharda (Ieft),_\/atsala Kothari, cofounders
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professionals, others have their own dedi-
cated personnel, while some go halfway —
with a limited marketplace or curated list.

Unlike many other local services, where
ticket sizes are as little as 300, beauty ser-
vice startup founders say their orders range
from %1,000 to %1,500. What’s more, since
these services are typically ordered home,
they want its purchase to move from a
planned one (monthly waxing) to an im-
pulse buy. “Average order value is high,
stickiness strong and spends are going to in-
crease as disposable incomes with women
increase,” says Jain. His venture may be just
getting started; it executes 150-200 orders a
day. StayGlad plans to now expand to two or
three cities, says Jain, as it brings more beau-
ticians on its platform. Even in Bengaluru,
its headquarters, the firm has barely made a
dent — according to some industry esti-
mates, there are some 20,000 beauty pros
in the city and under 1,000 of them are on
any of these platforms.

Well-funded local services providers say
they can’t be discounted in this market. For
example, Timesaverz has over 100 beauti-
cians registered on its hyperlocal market-
place, while local services provider Urban-

Entrepreneurs
say that thereisan
opportunity to at least
double the earnings of
freelancers and help
smaller salons
upgrade their
services
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~butthe
Modelis
Broken...

On average beauty professionals’
utilisationis barely 30%

They are overworked on
holidays and weekends and
under-utilised otherwise

Profegsionals are poorly paid, with
starting salariesaslow as
75,000 amonth

Peogle.vyorking_in.the industry only
get initial training, with no further
skill enhancements

Unless you're a branded player,
attracting high-value, repeat
customers is a challenge

2
=

~howStartups
areRecasting
theMarket...

Double earnings of freelance
professionals

Focus on upselling services to
convert a cheap eyebrow threading
(100 or lower) into a high value
service using products such as HD Box

Improve utilisation from 30% to
atleast 75%

Move from a planned visit for
beauty services to more impulse
purchases

Reduce the pain of goingtoa
salon by bringing most services to
consumers’ doorsteps

~.andHow
theOld
Guardis

Sprucingup

HUL's Lakme salons are being
overhauled, with more premium
services and remodelled units to
attract high-end customers

VLCC has added some 15-20
new salons in 2015, with more in
the pipeline

Mumbai-based Enrich plans to add
30salons toits inventory every
year

CavinKare's Green Trends salon
business is inthe midst of a
pan-India expansion

Naturals plans to have 3,000
salonsinthreeyearsandis
moving from a south India focus to
being a pan-India player

NITIN SONAWANE

“The key tosuccessin
thisbusinessis /
makingsureyour '

servicesarespoton...

Darpan Sanghvi

FOUNDER, MYGLAMM
Founded in: July 2015

Focus: Beauty services
provider

Investors: Tano Capital

Status/plans: 300 servicesa
day in Mumbai and Pune,
with plans tobeinthree
more citiesin 2016, hope to
hit 4,000-5,000 services day
by June-July 2016

Clap sees beauty in the top 10 offerings it
provides, both by value and volume of or-
ders. As these companies seek to focus on
higher value orders and improve their prof-
itability, beauty services (where order sizes
are double or more of their current average
billing) will be a major focus area.
Customers, primarily women, say that the
services on offer at existing salons are spotty
and booking appointments at convenient
times remains a challenge. “I have no use for
an appointment at 4 pm on a Wednesday,
when I am at work,” says Kavita, a 25-year-
old banker in Mumbai. “The other option is
an unlikely slot on Saturday evening, which
means dealing with a packed salon and
rushed attendants.” Instead, she’s experi-
mented with professionals coming home

and says for someone with a 50-60 hour
work week, this emerging business model
offers many pluses. “I control both the time
and quality of these services and, over the
last two or three months, quality and range
of services have both improved,” she adds.

Field Days

The Bengaluru market may form a small
slice of the opportunity in India. According
to industry estimates, in the top 35 cities,
there are some 85,000 salons (four-chair,
two-bed units) in operation. According to
some rough estimates, there are as many as
1,80,000-2,00,000 beauty professionals
across India, with 50,000-60,000 of them
being freelancers. Entrepreneurs in this
market say that there is an opportunity to at
least double the earnings of these freelanc-
ers and also help smaller salons streamline
and upgrade their services.

While improving the lot of freelancers
may sound altruistic, company executives
say that this requires them to be intensively
re-trained (several ventures have their own
academies for this) and provided with the
right products to make a mark. Done right,
the business can look impressive. On karva
chauth, for example, beauticians at Vyomo,
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a company backed initially by the likes of
cricketer Yuvraj Singh’s YouWeCan and Tax-
iForSure founder Apremeya Radhakrishna,
worked from 6:30 am to 2 am the next day in
the Capital, racing to meet an explosion of
orders.

These orders may not come from home,
alone. As the target demographic (women
aged 18-40 is the sweet spot) go to work more
and get more mobile, companies need to
chase after them — rather than the other way
around. Bisht and Upadhyay, the founders of
VanityCube, spoke to nearly 300 women
consumers to understand their beauty
needs before getting started. Uniformly, the
need was not just for on-demand services,
but to get them anywhere. Companies like
VanityCube, then, can’t remain just “home
salon” providers, but need to expand to suit
the changing needs of its customers — the
firm has express services at the offices of
Snapdeal for instance — and is pushing more
B2B engagements to expand.

Plans to Branch Out

Darpan Sanghvi has almost 100 salons ei-
ther operational or in various stages of con-
struction (and has raised $10 million from
Tano Capital), but thinks the really big op-
portunity may lie online. His venture
MyGlamm, started in July 2015, provides
300 services a day in Mumbai and Pune and
now wants to expand to two or three more
cities. Sanghvi claims that his online ven-
ture will soon raise some $10 million in

“Thereisagreat
rtunity to disrupt
e FMCG-like beau
services model, by
devising an asset-light
model that provides a

premium salon experience”
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utilisation at salons and
f services professionals
is barely 30% and the existing business
model needs to be urgently recast”
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Manish Taneja

COFOUNDER, PURPLLE

Founded in: sale of products
onlinein 2011, pivoted to
services focus in February 2015

Focus: Online beauty services
provider and cobrands smaller
salons to improve footfalls

Investors: Blume Ventures,
IvyCap and Mumbai Angels

Status/plans: Has 5,000 service
providersonits platformand
26 cobranded salons; wants to
have 1,000 cobranded salonsin

AHLYNWN YHWISVYVYN N

Prateek Jain

COFOUNDER, STAYGLAD
Founded in: May 2015

Focus: Beauty services

Investors: Bessemer
Venture Partners and Anil
Chopra, aformer Lakme
Lever managing director

“Status/plans: Gets 150-200
requests aday in Bengaluru
alone; plans to expand to
two or three more cities

fresh funding and has got a host of VCs and
high net worthindividuals interested. “The

z==x = key to success in this business is making
= sure your services are spot on...this is the
42 only way to build repeatability,” says Sang-
.= hvi. The other aspect that is key to the suc-
_:: cess, in the business of beauty services, is
; cross-selling and upselling, which

-

MyGlamm is expected to focus on strongly.
For example, new offerings such as No-
vaLash Eyelash Extensions, from the US,
and HD Brows from the UK (high definition
eyebrows) will be only available on
MyGlamm. “The idea is to take a cheaper
service and transform it into a much higher
value one, providing better margins for the
business,” adds Sanghvi.

The company isn’t relying on its own
platform to grow. Instead, it is leaning on
other ecommerce ventures such as Quikr,
Nykaa (a women’s fashion venture) and
TrulyMadly (a dating app) to try to net a
larger audience for MyGlamm’s services.
“Our goal has always been to create abrand
that consumers feel confident about and
relate to with credible beauty services, and
build a differentiated service portfolio with
exclusive services,” contends Sanghvi.
Based on this strategy, MyGlamm will lever-
age the distribution networks of other es-
tablished ecommerce players, because
their consumers identify MyGlamm as an
influencer in beauty services.

Investors seem interested in backing
business plans that offer something new in
an industry filled with plenty of similar
sounding ideas. “We are keen to back asset-
light, tech-driven models that can be stand-
ardised and scaled up rapidly,” says Vikram
Gupta, chief of IvyCap, an early stage in-
vestment firm. He believes that vanilla-list-
ing models, for example, aren’t sticky and
viable in the long term. “This is a highly-
fragmented and unorganised market and is
waiting for a business to disrupt it...it is an
opportunity to build a billion-dollar busi-
ness,” he adds.

FENYan

Prettifying the Profile
Following the lead of hotel aggregators such
as OYO Rooms (which saw its valuation grow
10-fold in 12 months), Manish Taneja and Ra-
hul Dash want to build a similar offering in the
beauty services business. Their brand Pur-
plle on the one hand acts as an intermediary
between salons and consumers, but they also
want to build their own label. Rather than
build its own salons, Purplle today focuses on
helping single salons (or small chains), which
- are often passed up by consumers with qual-
ity and hygiene concerns. “Capacity utilisa-
tion at salons and for beauty services pro-
fessionals is barely 30% and the exist-
Beingan ing bl;siness model needs to ll)le
urgently recast,” Taneja says. Purplle
a%g[;gg gégrtga > offers to cobrand these salons, upskill
having one’s their staffand offer higher-value prod-
own staff) allows ucts and services to boost its profile. It
a startup to scale has cobranded 26 such salons so far
busi fast and Taneja says it will overhaul 1,000
usiness faster salons in Delhi and Mumbai in 2016.
The startup works on a revenue share
model with these salons (it gets a fifth
of receipts) and makes small invest-

ments in branding.
In 18 months, Abhinav Khare, the
founder of Bengaluru-based Vyomo,
claims to have created an industry-

and lets
consumers pick
aservice
provider based
on personal
preferences



special

Tar Ecoxomic TiMES

25

JANUARY 03-09, 2016

“Beauty services is a highly specialised field and

’:Iperlocal startupsdo

on’t have the skillson

eirowntobe success[ul inthis space”

--q

Abhinav Khare

FOUNDER, VYOMO
Founded in: June 2014

Focus: On-demand beauty services

Investors: Rocket Internet

Status/plans: Currently workingin
five cities, undertaking 600-800
orders daily; wants to bein 15
cities providing 10,000 orders a
dayin 12-18 months

leading online beauty services market-
place. While the competition takes up some
100-150 services a day, Khare claims that
Vyomo has already hit 600-800, and also
provides a far larger bouquet of services to
consumers. As broader horizontal home
services firms such as Housejoy, LocalOye
and Timesaverz edge their way into the
market, he isn’t impressed. “This isn’t the
same as a blue collar job...I have people
who have studied and trained in the US and
UK and earn more than many MBA grads on
my platform,” he says. “Beauty servicesis a
highly specialised field and hyperlocal
startups don’t have the skills on their own
to be successful in this space.”

While these horizontal local services
players are keen to add higher-value ser-
vices to their business (in this case beauty
services), Khare says their approach lacks
focus and repeatability. Vyomo, he adds, is
focused on the sweet spot of women in the
age group of 18-40 and, in November 2015,
it had a repeat rate of 82%. “We are opera-
tional in five cities with some 1,500 stylists
(15% of them exclusive to Vyomo), and in
the last five months we have delivered
50,000 services,” says Khare. “We see our-
selves operational in 15 cities, delivering
10,000 services a day in the next 12 to 18

months.” To support these ambitious
plans, Vyomo says it will close a Series A
round of funding in the next few weeks.
Being an aggregator (as opposed to hav-
ing your own staff) allows you to scale your
business faster and lets consumers pick a
service provider based on personal prefer-
ences, says Gaurav Maheshwari, an IIT-

NITIN SONAWANE

1| fl
""“'3—_

AHLYNW YHIWISYYVN N

Kharagpur alum who set up GetLook in
June 2015. Since then, the company has
added some 200 people to its platform and
fulfills 2,000 orders a month. While home
salon services have been delivered for at
least the last five or six years now, Ma-
heshwari says quality (of providers and
products) has dogged the nascent industry.

“Wearenot
ust alike
ellow
Pages
service for
the beauty
industry...we
want to control
quality on our
platform”

AKshay Jain

COFOUNDER, BELITA

Founded in:
September 2011

Focus: Beauty
services provider

Investors: LetsVenture
and Lead Angels

Status/plans: Has 100
service providers;
undertaking 130
bookings or 450
servicesaday;
adding 25 service
providers amonth

Company executives agree that
these new beauty ventures
won’ttake over the industry
completely. While some
services can be
delivered more
comfortably or
conveniently at
home or at work,
there are those
whichrequirethe
customer to turnup atasalon

GetLook’s beauticians, he claims, will carry
abranded kit, use the products specified in
a services (and not undercut a consumer
with local/ cheaper alternatives), to try to
stand out in a cutthroat industry.

In six months, GetLook has expanded its
services to two cities and will add another
three cities to its roster (where pilots are un-
derway). With plans to close its first round of
VC funding in the next month, the startup
may have the required fuel to power its am-
bitious plans. As consumers vote with their
feet, Maheshwari says the first signs of a
shakeout are already imminent. “There will
be consolidation in this space in the next six
months as investors begin to back top play-
ers and other companies (either large tradi-
tional ecommerce companies or newer hy-
perlocal ventures on an expansion spree)
look to enter the beauty services market,”
says Maheshwari.

A Buoyant Outlook

The husband-wife duo of Akshay and Gari-
ma Jain, founders of home salon business
Belita, perhaps the oldest of the ventures in
this space (it was founded in September
2011), deny their business will be first to fall.
For the past couple of years, the company’s
been scouting for its first round of venture
funding and has thus far raised only a small
amount from angel investors to keep its
business going. Akshay Jain hotly denies the
business is in trouble, instead claiming Bel-
ita recently pivoted from an offline home
services provider to a controlled online
market place.

In the process, Belita has spent the last few
months refining its services delivery and by
March 2017 the company wants to be in two
cities. “We are not just a Yellow Pages like
service for the beauty industry...we want to
control quality on our platform,” says Jain.
Belita, he adds, has 100 service providers ful-
filling 130 bookings or 450 services daily and
business has tripled in the last four months.
The company is adding 25-30 service provid-
ers a month and its average ticket size is
1,200 and climbing.

Company executives agree that these new
beauty ventures won’t take over the industry
completely. While some services can be de-
livered more comfortably or conveniently at
home or at work, there are those which re-
quire customer to turn up at a salon. “These
platforms are redefining the industry, but it
is too early yet to foretell the demise of the
old guard,” says Sanghvi of MyGlamm. &



