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EDITOR’'S NOTE

A quintessential entrepreneur, the Myntra founder has decided to test himself all over again

Mukesh Bansal: Episode II

here are entrepreneurs who set up businesses,
achieve success and valuations and then choose to
continue on that journey on cruise control mode.
And then there is Mukesh Bansal, the 40-vear-old
founder of India’s best-known online fashion retailer Myntra.
Bansal, whose company was acquired in 2014 by Flipkart in
order to create a behemoth and take on the might of Amazon
in India, has decided to shake things up for himself, Typical of
a quintessential entrepreneur who is never satisfied with what
he's achieved, Bansal has decided to quit the Flipkart-Myntra
combine and head into new terrain. Not that he was short of
work after Myntra was acquired: Bansal became chairman of
the Myntra board and head of Flipkart's commerce system; he
was recently given charge of Flipkart's advertising business.
But that clearly wasn't enough for him, and he has decided
to test his skills as an early-stage entrepreneur vet again.

Not many in Bansal’s position would do what he’s done: ot
Leave the relatively cushy confines of a successful business, Q—L\ = :
the $15-billion Flipkart, and move into uncharted waters. v-ﬁ...r‘thn—im_n?l
But Bansal is not new to the unpredictable vet exciting world ———
of startups, having worked in four of them during his days SOURAV MAJUMDAR
in San Francisco where he moved after quitting his job as a Editor, Forbes India
Deloitte analyst in Chicago. As Bansal candidly tells Senior
Assistant Editor Debojvoti Ghosh: “T want to feel like an B sourav.majumdar@network 18publishing. com

early-stage entrepreneur again and see if T can do it one more &4 @ TheSouravid

time.” Joining him in his latest gig—he says the new venture
will not be in the world of fashion like Myntra was, but a mix
of sport, fitness and health care—is Ankit Nagori, Flipkart's
former chief business officer who also quit along with Bansal.

Armed with an entrepreneurial drive and the zest to
build a successful business vet again, Bansal has set out
on his new innings with confidence and the will to win.

His second outing, those who know him say, may turn out
to be even more interesting than his first, given his track
record in pivoting Myntra from a personalised gifting
company to a highly successful online fashion retailer.

This issue also has other interesting entrepreneurial stories,
notably that offSohan Lal Commodity Management|(page 26),
a company which, by sheer dint of innovation, has become
a major success in the complicated and tough world ¢f agri-
commodity storage. The asset light model which Sohan Lal
has opted for also eliminates wastage, a huge problem in
Indian agriculture, by conducting random checks and timely
reporting through hand-held tablets. Not surprisingly, Sohan
Lal and its chief executive Sandeep Sabharwal are the toast
of investors. And a story of enterprise worth taking note of.
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SOHAN LAL

Custodians
of the Harvest

By almost eliminating wastage, Sohan
Lal Commodity Management has cracked
the code of agri-commodity storage.

Its model can help India modernise its
post-harvest management practices

BY SAMAR SRIVASTAVA

n hour north of Delhi
along National Highway
1, a warehouse leased by
Sohan Lal Commodity
Management is filled to capacity
with sacks of grains and pulses.
The bags, neatly marked and
assayed, are stacked high in the
5,000 square feet storage facility at
Sonepat. Here, quality checks are
conducted frequently, the grains
are aired and, most importantly,
steps are taken to ensure that no
moisture seeps into the bags.
Through the course of routine
quality checks, bags are punctured
and samples taken. Reports made on
handheld tablets are immediately
sent to Sohan Lal’s head office in
Delhi. The manager tells us that
random audit checks keep the staff
on their toes and the possibility of
grains missing or getting spoilt is nil.
It is this certainty of quality, and
efficiency of management that has
catapulted Sohan Lal to the top league
of commodity management in India.
Even without owning warehouses
(the company leases its storage
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facilities), it is excelling at agri-
logistics. The Sonepat warehouse,
for instance, is miles ahead in terms
of management compared to similar
facilities run by the state-owned
Central Warehousing Corporation or
the Food Corporation of lndia, where
reports of grains being eaten by rats
or rotting in the open are commaon.

Ower the last three vears, the
ministry of agriculture reported an
average grain production of 242
million tonnes in India. But more
than 10 percent of this was lost due to
bad storage practices. “If agriculture
in India has to improve, this 10
percent wastage has to be reduced
dramarically,” savs Nikhil Khattau,
managing director at private eguity
(PE) firm Mayfield Advisors Pyt
Ltd, which invested an undisclosed
amount in Sohan Lal in 2011,

The government traced the
problem of post-harvest grain loss
to inadequate storage facilities. In
2013, the Union Budget tried to
address the issue by launching the
Gramin Bhandaran Yojana, where
the central government pledged to
provide 25 percent of the cost of

building or renovating rural godowns.

That, according to Sandeep
Sabharwal, 44, chief executive of
Sohan Lal Commodity Management,
was a wrong approach. Since 2004,
he'd been pursuing a different track
and was convinced that the problem
had more to do with improper
management than inadequate
storage facilities. And, so far, his
bet has resulted in the creation of
a Rs 1,800-crore company that has
the potential to grow manifold,

n 1995, when Sabharwal—a

freshly-minted MBA graduate

from the Fore School of
Management, Delhi—joined Sohan
Lal, it was just a dal mill in the
capital city owned by his family,
He soon realised that the business
created little value addition and
could not grow beyond a point—he
had to find new avenues to expand.
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Sabharwal was aware that
inefficient storage practices had long
been the bane of Indian agriculture,
Farmers couldn’t get government
agencies to procure their entire
produce, the agencies had problems
managing it and stock keeping
was archaie; buvers wouldn't trust
the quality of the produce and
in the absence of an assured and
adequare supply, they were loath
to plan business activities, At the

SOHAN LAL HAS
SO FAR LEASED
1,061 WAREHOUSES
AND 20 COLD
STORAGES IN 16
STATES ACROSS
THE COUNTRY

same time, private warehouses
were easily available for lease
across most parts of the country,

If Sohan Lal could set in place
svstems and practices to preserve the
quality of harvested agri-commodities,
it would have a huge market to tap. In
2004, Sabharwal made a small start
by leasing a warehouse in Lawrence
Road, Delhi, and started issuing
bar-coded receipts to farmers.

“From day one, [ knew we had to
make sure our company's receipts
were as good as legal tender, If
our receipt said a particular grain
of a particular variety was in a
particular warehouse, it had to
be there. That was the basis on
which our business would be built,”
says Sabharwal, This svstem has
proved to be so trustworthy that
a bar-coded receipt from Sohan
Lal is now accepted by banks as
surety when farmers approach
them for finance. Companies like
the US-based agri-giant Cargill
and French conglomerate Louis
Direyfus have also contracted Sohan

Lal for storing agri-commodities
Unlike other agri-logistics

companies, Sohan Lal does not
procure goods from farmers. All
does is provide storage space and
exchange for a fee, it assures cli
that the produce will not be stols
or damaged. As a resulr, the work
capital in this business model islg

and also asset light. The business
is not very capital intensive,
The company has, however,




required capital to expand rapidly
icross India. For this, it has conducted
seven rounds of financing from
various investors and Sabharwal has
diluted his stake to 24,95 percent in
the process. The rapid dilutiop, in the
last five vears, has raised evebrows in
the industry but as Sandeep Singhal,
managing director of Nexus Venture
Partners, explains, “He [Sabharwal]
would rather have a smaller share of

i larger pie.” Nexus Venture Partners

was the first PE company to invest
in Sohan Lal when it injected Rs 10
crore for an undisclosed stake in 2000

The funding has helped Sohan
Lal to lease 1,061 warehouses and 20
cold storages with a total capacity of
over 2.57 million tonnes spread over
14.28 million square feet in 16 states
The firm has also achieved expertise
in handling 366 commaodities.

As the scope of Sohan Lal's

operations grew, Sabharwal was

alw avs alert to the pll-wi}‘i:-il} of
fraud, He knew that if the goods,
|,|:'|,\' g 'L'il"t"\- tor w hich were I'\-*-I.Il.'*::!I
were not available at the warchouse
his eredibility would be at stake
One mishap would create a serious
dent in the confidence of clients.
With this in mind, Sabharwal went
about standardising procedures.
“Warchouses, depending on the
guantity of produce they hold, are

audited every 30-60 davs,” says Karan

Sabharwal says
facilities and m

vastage in
5 to 1 percent
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Sachdeva, head of internal audit at
Sohan Lal. He heads a team of a dozen
auditors who make surprise visits
at warehouses. Through hand-held
devices, they take photos, assay the
quality of the produce and ensure
grains are given enough light, air
and fumigation for preservation
Samples are also regularly sent to
a laboratory in Delhi for testing

It was on account of these stringent
quality checks and the consequent
low wastage that large banks began
to accept Sohan Lal's receipts to
sanction loans, They knew their
collateral was safe with the company.
(Granting loans to farmers also
helped banks to meet their lending
targets to the priority sector.)

Now that farmers could hold on
to their produce in exchange for a
small storage lee, as !huj..' awaited
higher prices, they had ro raise money
from banks or non-banking financial
companies (NBFC) to tide over their
short-term spending needs. Quick
to spot the opportunity, Schan Lal
acquired the Chennai-based NBFC
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BP Jain in March 2014 and renamed
it Kissandhan. Today, the agri-
financing arm of Sohan Lal has an

outstanding loan book of Rs 493 crore,

The fortunes of farmers, too, have
moved in step with the company’s.
In the past, farmers would be forced
to sell their produce even when
prices were low. They would have
to accept whatever price they got.

Businesses have also benefitted.
Earlier, they couldn't plan their
activities as they had to wait tll
the end of the harvest season to
acquire the produce. *It [Sohan Lal's
business model] has allowed some
companies to run a just-in-time
business,” says Mayfield's Khattau,

The storage facilities Sohan
Lal leases are networked and
can be monitored in real time,
enabling the company to manage
them l.'l..‘r1'll.:|tr.'|_'.'. This, Sabharwal
claims, has enabled him to reduce
grain wastage in the warchguses
he manages to just 1 percent.

Sabharwal's next big bet is the
Myanmar market where the company

recently received a licence to stos
grains. He also plans to provide s
link between rice prl}duq_'urs there
and importers in India. The Afric
market is also under his lens,

In the next decade, Sohan Lal
plans to go both wider and deeper
into India. He sees this as a Rs
10,000-crore opportunity that is
waiting to be tapped. He's also
clear that the company will never
become a procurer or trader of ap
products. Keeping it asset-light ang
scaling up rapidly is his mantra.

Back at the Sonepat warehouse,
sacks of wheat that arrived over
three months ago are still Preserve
Farmers are waiting for prices to
peak in March, The grains, once
sold, will be sent to flour mills
within a 15-kilometre radius to be
crushed and made into aata (four)

Agri-companies are happy as
they don't have to procure all their
produce in January and store it,
And farmers get a better price whil
being assured their grains won't
rot. It's a win-win for everyone, O
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