
Masterclass #2: How Swiggy fell in love
with their problem, and not their
solutions

Started in 2014 by Harsha, Nandan Reddy, and Rahul Jaimini, in Bengaluru, Swiggy’s
blueprint emerged from its early failures, pivots and shaping the building blocks of
what is now a successful marketplace.

With the deep-rooted philosophy of making the customers’ happiness their priority,
the online ordering and food delivery platform now has operations in over 500 Indian
cities.

In this interview, co-founders Nandan Reddy and Phani Kishan Addepalli, along with
Anand Daniel from Accel, talk about their zero-to-one journey, what made their test
beds work, the no-discount policy, organic customer acquisition, and their lessons in
scaling.

Edited excerpts:

Nandan: Supply begets demand begets supply, and that's the core of marketplaces as
well. So we said, let's just basically put ourselves in the place where supply is. So
identifying the supply nodes, either from a geographical point of view or from a sector
point of view, and going after them very specifically, I think, is what forms the test bed.

Now for our new initiative, Swiggy Minis, an open platform where any seller can come
and set up their stores on Swiggy, which is a zero-commission kind of model. And
there, what we ended up doing was we largely targeted internet native brands or a
large section of brands that are building on things like Instagram. We targeted them
very specifically. So that ended up being the test bed.



Largely for us as we looked at it, supply is where we start, and then basically around the
supply, we kind of build the test bed.

Anand: What they had boiled down very well, which many startups can learn from, is
saying in Koramangala, I'll only pick the best restaurant, and in the best restaurants, I'll
only pick the top selling items. I don't know how they figured it out, and then they took
photos of the biryanis and everything.

Nandan: It's a very important point to be able to reduce as much complexity as
possible during the zero-to-one phase, because life, in general, is also very complex as
you're figuring out PMF, your startup scene, and all. As much as possible, just peeling
off all the layers and figuring out what your core is and then focusing on that core and
making sure that all your attention bandwidth is on that particular problem statement is
the most important thing.

In hindsight, I think even for some of the other new initiatives as well, one of the things
that we try to keep in mind is don't increase the blast radius of complexity. Try to
reduce it as much as possible by focusing on the core proposition and seeing if you can
land that core proposition with as few variables as possible.

Pankaj: What are the data points we are talking about? Or sometimes, data can be
blinding or it can blind you, and we always talk about entrepreneurship as combining
your gut with data, if at all. But when you are testing something out, your future and
your life depend on the signals you pick.

Phani: Because you are young in consumer tech, the first and foremost thing is, do
consumers love you? Who are you building for, and do they love you? The second
question then is, are there enough people? The market is itself large, but if you're not
solving a core problem for a small set of people, then it doesn't really work.

The biggest metric that we used to track at that point in time was consumer cohorts
which is, what is the retention and what is a repeat, and what is the value for which
consumers are buying? And from what I recollect, we were 2X the frequency/retention
of any of our other competitors. We used to be at about 45-50% month-one retention,
which was probably for eCommerce a ridiculously large number for a month-one
frequency, and our frequency used to be 4-5 times a month, and that too without
discounts. And so there was no other equivalent service, which probably even came
there. And if you compare us with other competitors at that time, I think they were at



20- 25% retention and 2-3 times frequency. To me, that was probably like the first and
foremost element.

We just gave a coupon discount for a short while for new customers and our
philosophy was that consumers may have a little bit of skepticism to actually try your
service out, so let's reduce the barrier for them to try. But once they try, it is the service
that actually needs to get them to come back and not anything else and that was
actually our philosophy.

The other metric, which at least I used to track is organic user acquisition, i.e. how
many people are coming and trying your service without using a discount, without
having to be paid in any form. And, about 70-75% of our users at that point were
without a discount and that's because you are actually solving a core problem.

Anand: The key insights they had as a founding team, there were very few people, a
small, small office, it was that phase. The founders' passion for solving a real consumer
problem was extremely high.

And they were willing to do what was needed to solve it and it's not easy to solve
getting your food, in hindsight, it seems done but at that time say, I'll provide
Domino's experience if they can do it, I can do it at scale was this a simple insight and
then, by the way, I'm showing this happening in Koramangala, Indiranagar, etc. We
started slowly and it can be done was the real thing and then also what all they won't
do, they were very clear. Even at that time, they had made some clear choices, right or
wrong, and were willing to take the effort to solve a tough problem because unit level
economics, which is like, what's the average order value? How much you can charge
the restaurant? How much do you need to pay the restaurant delivery partner? And
then how much will you keep from it? These are all very complicated but they had a
good sense for it and why it's tough to solve it and why others might not solve it, but
we are gonna take this on.

So solving a very tough consumer problem and solving it in a way that consumers love,
talk about it, and showing the metrics they were already showing retention,
week-on-week growth, data-driven. It was mainly a founder and a market that the
founders really loved. They are all big foodies too.

Pankaj: What are the lessons in scaling? Because it can be make or break.



Phani: You need to have a supply and if you don't have a supply, then when the
customers come, you have a poor experience and if the customers don't come, then
the supply's not there. So you have to figure out a way to do it.

We are not in the business of growing at any cost. We are in the business of serving our
customers, and if we don't serve our customers, we don't have a business to be built.
So we actually shut the business down for a couple of days. Then we were already on
track to develop the executive app, and we said all the senior leadership actually went
down to different hubs and onboarded every partner onto the new app, and taught
them, and only then did we actually start the service again.

I think it was a combination of having the right playbooks, having a clear view of what
you in the business solve for, which is consumer experience, and then technology
being, a pretty good partner in enabling us to get there.

Anand: Till you know, there is PMF, and it's working. Some startups spend way too
much time before launching the product knowledge. Not overthinking it, but
simplifying it and saying, let's do it this way. Let's come up with a solution while still
knowing what's your true north. Here, it is always customer love. If anything went off
like, it really physically pained all of them.

So shutting down is a very major call. Calling that, making those hard calls, and then
building tech to support. It's all in a phase-by-phase, step-by-step approach.

Nandan: There is no right org design per se, but thinking about what enables you for
scale, both concerning people and making sure that the structures hold up well, and
making sure that there is a certain amount of decentralization because at some level
you can't necessarily also micromanage a hundred different things versus actually
saying, hey, listen, can we get really good, capable folks to be able to take up a city?

And we ended up seeing some of our cities do almost better than even Bangalore, like
Hyderabad for example, was a city that was incredibly good for us because of really
capable leadership back in the day. So that's another important point as you're scaling
up because that is the point when you get pulled in all different directions. You lose
leverage for yourself, and you're not necessarily planning for the future as much as
solving for a fire every day.



So having the right org design and saying, how can you decentralize some of this? And
how you get really capable people and make sure that you enable them well is maybe
another point to add.

Phani: We followed a city-based team structure. Like, so there would be a launch team
that would go and launch a city, and then there would be a city team that was
responsible for the end-to-end delivery of a city, meaning everything right from supply
to demand, to unit economics. All of that was basically taken by the city teams
themselves.

In e-commerce, sometimes it's categories. For us, it's more like hyperlocal local. So
hence we basically cut it off at a city level.

We had an expansion head who was with us, one of the core founding members of
Swiggy who built a team of people who would go to Hyderabad. They would launch
the first area; they would hire the local team, would do the knowledge transfer, as you
can call it, and then move to the next city. The expansion team’s job was to replicate
the DNA of Bangalore in every city, and then hire the local leadership, train them and
then move to the next place.

I mean for most online commerce platforms, it basically comes down to three things.
Do you have the right selection? Do you have the right price? Do you have good
convenience? So everything you do finally comes down to figuring some part of this
out.

It would always come down to impacting one of these three elements. Can we deliver
faster? Can we give it cheaper? Can we give it from the best distance? And there'll
always be work to be done.

Nandan: But there is one advantage with respect to going back to your testbed,
especially if it worked like Koramangala. What ends up happening is your services are
usually entrenched there, meaning your frequency from consumers, the stickiness from
consumers will be like, definitely because of the fact that you've started it much earlier,
it'll be a little more ahead in the curve from the point of view of retention, stickiness,
frequency, all of that. So when you launch something new, usually the early adopters
for that service are people who come back to your app very regularly. If you have 10
customers, out of which five of them are active, those will be the funnel for your new
service. The other five don't necessarily, Maybe if they interact with your product or
service once in two months or three months, they don't necessarily automatically come



and give another service of yours a shot. So, hence that is the reason why it plays out
better. It's more than emotional reasons or more than saying this is the testbed.

Phani: At a point in time, although it has tempered down now, there was this craze for
marketplaces because they were asset-light.

Like there's a big focus on asset lightness and they said that if it's asset-light, then we
will do it if it is not light, we won't do it. It's a momentum-driven thing. The most
important thing for you is the consumer problem you're trying to solve. What is the
right model of choice?

For example, Treebo or FAB Hotels went on the path where they said, it's very
important for us to control the customer experience end to end and, therefore, we will
run the hotels ourselves. It's asset-heavy in a way, for example, but it's still the right
thing to do because if we don't get that right, you're not gonna be able to get the
consumer love.

Marketplaces, in that sense, may seem asset-light, and therefore you can scale them up
very quickly. But it can also, for example, break as quickly.

Pankaj: I think what is coming out before I move to the final question is your absolutely
relentless focus on the customer experience of solving for customer and everything
else can keep changing, but this almost, I mean, this is the north star or a pole star.

Phani: I would think as an investor when we do some of the zero-to-one journeys, the
first one is, are you talking about a poor consumer problem? Is it for a large enough
base of consumers so that we accept the size? Can you make money, and is it
sustainable? Are there more and can you keep doing it repeatedly?

We've made this mistake where we've solved a consumer problem or we thought we
have solved a consumer problem. The economics were not necessarily in place or the
sustainability, in the sense that how you would do it at scale was not very clear whether
the playbook was not thought out. And then we've had this, I would say really, really
tough problem having to roll some of this back, we've had a few initiatives where I
think that's the biggest learning we have now for all our new initiatives that we do.
There is some sort of a stage gate that we try to see; how much capital is allocated to a
business and when does the next some sort of a stage gate VC process within is what



we're trying to do now. And, that's probably been one, one of our biggest set of
mistakes we've made.

Phani: A pre-product market fit stage, having as few people as you need to hit your
product market fit, I think is critical. Because in my view, that also gives you the
flexibility to change what you're doing the moment you, it feels like you're all invested.
You have sold your vision to a bunch of people, then you're constantly, I mean, we are
all humans and emotional in a way.
It makes it a little bit more difficult for you to find the right answer if you fall. Which is
why you need to fall in love with the problem. You can't fall in love with the solution.
And usually, when the number of people becomes large because you've already hired
a particular person for a particular problem statement and a particular solution, so to
speak, it becomes a little bit difficult to unwind that.

Keeping it as lean as possible till you hit product market fit, I think is an important
virtue. It's not that we followed it as we are, but hopefully, we can do a better job.

Nandan: Another important learning where you also need to be in a place where you
have to look at the problem statements well, of consumers, but maybe not necessarily
take everything they say verbatim into the picture because when we actually went to
market, we realized that people are very commitment phobic to subscriptions when it
comes to physical products.
If you see food coming every day, you end up having some issue or the other with it
and you then decide to churn out. Although we went after a lot of the checkboxes
which in general everyone calls out as very obvious saying, listen, guys, you need to do
home chefs. You need to do functional food. You need to do food that is cheap, and
then do subscriptions. But then when we launched it, we realized that people were a
lot more commitment-phobic to subscriptions. And like people say that they might
want to basically eat things in a certain way or consume things in a certain way, might
not necessarily play out all the time.


