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Innovation is whatever brings value 1o the consumer—it takes many forms, sometime

: < i) inking different in the way we approach
breakthrough in technology and sometimes it's just about thinking different in the way
problems™ says Andrew Garrihy, chief markeling officer for Western Europe at Huawei.

> INDIA’S E-COMMERCE SpPacE

India’s e-commerce space today is mainly dominated and defined by 2 players—Flipkart and Amazon.
Flipkart is the fashion leader. After acquisition of Myntra and Jabong, Flipkart commands more than
two-thirds of India’s fast growing online fashion retail market. Amazon is the tech power. Over
20 years of leamnings in technology and online retail business has resulted in faster execution and
fewer mistakes. Amazon excels in providing powerful search and recommendation engines o users.
India’s apparel and lifestyle market is worth $70-billion, and currently only 2% of that is online. Ac-
cording to a recent Google report, the sector is expected to scale up to $35 billion by 2020, growing at
four times in the coming years. The report also states that fashion will outstrip consumer electronics as
the largest online retail category, accounting for about 35% of consumers’ total online spending by 2020.

How big is online fashion?
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> THE GROWTH STORY OF FLIPKART AND E-COMMERCE IN IHDIA
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The Bansals, the founders of Flipkart were DN ostly ruled by ORI
e-commerce. The country’s highly fragmented m!ar..i sector, Mo 4 i
wWith poor services were the major problems identified by Bansals which nad ta€ j e
convernied into opportunities for building up a new business 17 ducts and seicAaE

Flipkart found the night gaps in the market and offered rulc—van_z products dn, Bk : «:
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The company added third-party sellers to its platform and set up its own logistics compazrny. £
2002 wiih warehouses and an army of delivery personnel. By 2011, sales had rezched ¢:-
lior and verv soon Flipkart was seen in different categories—sports equipment, elactre.
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{n this hyper competitive market, consumer is having last laugh and is being pampered wi

"Soice. service and experience. Each player is continuously forced to innovate and izke ==
“eps thar add value 1o its consumers in a “real and meaningful way”. Stuari Eames, Operancs:
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= CHaNGING MoDELS oF BUSINESS ENHANCING VALUE
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» CosT EFFICIENCIES ON VALUE CHAIN

New companies indulge in market expansion

activity and have high spent in the initial per;
hoping for future gains resulting in nepative ca y gh sp period

; 5 sh flow (known as burn rate). In a bid to acquire
ma-xm?um customers, F“Pka“ indulged in aggressive spent on marketing and discounts, biggest
1_Jemg n OCloPer 2016 “Big Sale”, resulting in its burn rate at its highest two years ago. As of 2017,
its burn rate is said to be $40-50 million per month, according to industry estimates. Flipkart
successfully lowered its burn rate by 5-10% every quarter in 2016 and wants to sharply accelerate
this process.
The board has asked Flipkart to bring down the burn rate to one-fourth by March 2017 and
is forcing Flipkart management to think differently to grow and to streamline its operations. The
company also decided to slash the budget of Myntra by about 10% and re-allocate these funds to
itself to fight the ongoing war against Amazon. To ease its cash crunch situation, Flipkart plans to
save $150-200m by Dec 2017 and is also in talks with Walmart stores for investment of $1b. At the
same time, Amazon’s Chief Executive Officer Jeff Bezos pledged in June 2016 to invest another
$3 billion in his company’s Indian operations, bringing the total to $5 billion, which definitely
sounds a big threat to Flipkart, the home-grown e-tailer.
To bring in sharper focus on its core business model and make it nimbler, Flipkart is consolidating
the operations of its logistics and supply chain arm. Delivery to customer's doorstep even in the
remorest location popularly termed as last-mile connectivity plays a vital role in the online business
and Ekart, the in-house logistics arm, has been able to provide this service efficiently and forms the
backbone of its business. Flipkart has also started monetising EKart and offers warehousing solutions
and end-to-end logistics and supply chain capabilities to other clients.

The two fashion verticals, Myntra and Jabong, owned by Flipkart, commands a 45% market
share in this vertical. They are bringing together their back-end operations and supply chain for
stronger integration. )

They are also integrating their private brand portfolios in order to give a push to the trifling private
label business at Jabong. Despite such integrations, the consumer-facing platforms continue to run
independently as the consumer segments and geographies targeted by each of them differ widely.
While Jabong's main revenue source is North and East, Myntra is big in South and West. Similarly,

Jabong's consumer base mainly consists of women and first-time shoppers, while Myntra targets
more towards men and affluent consumers.
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» Marker SHARE v/S PROFITS '
| $ across varioys 3
In a country like India where affordability means .value for l“_f.’ mjf:: Initiatives like loi:i?g%
Flipkart took different initiatives on this front as a big bet to Jeiie : 3 -[ s stringemm% _
monthly payments clearly attended to affordability issue; under “Flipkar e o Quaj;,
checks were ided. There were exclusive partnerships, exchange programm 'fPho
provide

and sales of its own brands or products. i

The Seattle-based Amazon has also experienced success with private label offerings. Ac':ross Cate
gories as diversifieq as electronics, accessories and baby care, Amazon has built a robust private laby
uTmil. It launcheq AmazonBasics in September 2015 in the consumer electronics category, home ang
kitchen brang Solimo in early 2016, followed by fashion offerings Myx and Symbol in the latter hajt
of the Year. “Private brands play a role in providing great value to the customer by reducing COosts
ue chain (optimised design for ecommerce)” says an Amazon India spokesperson, The
ouse help ecommerce firms Squeeze out additional margins—| 5-20%
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On customer recognition
front, 63% o

. ; iler had taken
f Amazon and 58% of Flipkart shoppers expressed that their chosen retaile
he time to really get to know them and understand what they want.

» InTo THE NEW AGE OF ARTIFICIAL INTELLIGENCE

“Joice is a big part of the computer interface of the future,” said Gene Munster, a veteran equity analys't'
and now head of research at Loup Ventures. “Whoever owns voice will be the gateway of commerce.

Amazon is all set to make a headway in developing voice assistants or “chatbots” to decode speech.
In April 2017, technology powering voice assistant Alexa was rolled out to developers 50 that they
can build chat features into their own apps. Alexa is said to compete with Apple Inc’s Siri. Amazon
will take the text and recordings people send to apps to train Alexa to understand more queries.

On the similar stand is Flipkart, working on project Mira, an artificial intelligence-focused effort. It
will lead the search experience of the customers to be guided with relevant questions, conversa tional
flters, shopping ideas, offers, and trending collections.

Not just quenching the customer's needs but Mira will also help streamline the back-end processes,
including accurate classification of products, accurate product descriptions, and avoiding duplications.
Once streamlined, this will later be used in issues such as product returns and quicker delivery.

Globally, Amazon and eBay have invested exhaustively in artificial intelligence to improve their

marketplaces. In India, it is still in its infancy with a lot of ground to cover as Indian shoppers are
still coming to grips with buying online.

» SELLERS’ EXPERIENCE

v .

l;!l::s n:\easures are being taken by the e-commerce marketers to expand their network of sellers,

201 p them satisfied and add to their experience. Amazon is doubling its investment in the year
7 on seller infrastructure, spending o

n warehouses, fulfilment services, service provider network
in-person support, and other services li 4 ]

ke seller cafes and instant registration to
investments, All these Intianies ©p. g attract the potential
frictionless experi

ones xp ;nce R s ) e made Amazon a seller-friendly marketplace, offering a
arcn, there has be
with more than 1.75 ayp ul;:riqro}:':’sf:sr-;:l-year growth in the seller network on Amazon India,

sured that on an average, there are 1.8 lakh products
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. BENEFIT AS A
e CRuciaL Ecement To VALUE

e big In India, offen
oSt U . off g tailor.
. setback that Amazon |

made [ecatures, and providing benefits
he ) s aACes time and again is of it wan[r)ta 'cd%:s ;:F’:’;»:ﬂf £
' qast 10 the home-grown leader. py; s B 19gg -Indian. g
seuer than any foreign player 'A Pkart who claims to understand the needs of its coypgr
ot had 10 work on changing | * AMazon in order to raise its brand equity further in the 154
" Agarwal, head of Am B s Perception in the minds of Indian consumers.
X ,n,:‘.\'l; Indian. "1 just wa ‘17-% l.ndm, once responding to the ‘foreign’ tag said his company was
.‘:.:,\_.l:hui here. It lollows ;;;l © felterate that Amazon (India) is a company incorporated in Indis
u\- " el all mandated laws, such as two-factor authentication, and pays service

ax ¢

g (fovts made by Amazon 1o emotion
)k about Indians’ love for asli
anumerable options. Then the

ally connect with Indians include the airing of TV spots thar
(original) 1009 original products and their desire to browse through
re are series of ads where Amazon is referred by Indians as apni dukaan,
ot OUT OWN smre.‘Amazon Sponsors a Kabaddi league to connect with grassroot Indian consumers.

The company is shunning many of its global practices as well and is banking on a host of locally
wied and ‘lcsmd methods. To further add the value of Indianness to its image, in December 2016,
Amazon.in launched a programme called Amazon Launchpad, a dedicated web store that enabled
Indian start-ups to launch, market and distribute their products to customers not just in India but
globally. The company very aptly linked it with the Indian Government’s “Start-Up India” initiative.

As Bezos of Amazon had done 13 years earlier, Binny and Sachin Bansal of Flipkart also staried
out with selling books. From then to now, these 2 behemoths of the e-commerce segment—along
with so many others—have continually been developing unique plans and creating superior value '
for the consumer. May be time has arrived for the e-commerce giants to abandon their obsession {
with GMV (gross merchandise volume) and develop new barometers to measure their success.

» QUESTIONS

_1. Customers always seek to maximize value from every purchase. They will buy from the firm
that they perceive to offer the highest customer-delivered value (difference between total
customer benefits and total customer cost). Explain with reference to the given case.

2. Explain the value delivery process which involves the exploration, creation, communication and
delivery of superior value to the customer. (With the help of any example covered in the case)

3. Market oriented strategic planning by Flipkart enabled it in staying in sync and relevant to the

; changing market opportunities. Explain. '

4. In the light of the case explain the Porter’s value chain and its key activities and how it has
helped Flipkart to bring cost efficiencies and create value in a specific business.

5. Continuous value enhancement for the customer is the new goal of every marketer 0
differentiate and stay ahead on the curve. Lay down in detail the various value enhancing =
initiatives being taken by different players in the e-commerce segment. i
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