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Preface

Internet economy in India is still nascent with only 4% of entire private consumption happening 
online (in CY18). But, it is the fastest growing sector with growth rate ~4X of overall 
consumption growth. When the product economy started gaining momentum 5 years back, 
logistics was one of the largest problems to be solved since the traditional logistics companies 
were not geared to serve the unique demands on this new-age industry.

We have come a long way since then where new-age logistics players have been able to fill 
the void and traditional players have also overhauled their systems to be able to serve these 
players. CoD and reverse logistics were some of the key innovations in Indian logistics industry 
largely due to the e-commerce needs.

As the ecosystem is gaining momentum, the number of shoppers in tier-2+ cities today account 
for half of annual shoppers. Both e-tailers and logistics firms are constantly innovating on their 
delivery models and infrastructure to serve these customers faster in a cost effective manner. 
Huge investments are also being done in 'Large/ Heavy Products' supply chain which has been 
constrained due to logistics capabilities.

Going forward, the new-age logistics firms are also venturing out in other business lines like 
traditional B2B, warehousing and cross-border where they see adjacencies basis existing 
capabilities, Also, as hyperlocal businesses like food-tech, grocery and e-pharma have started 
gaining momentum and becoming size-able, they present huge opportunities for logistics 
companies.

Through this report, we have tried to bring out the key trends in terms of how this industry has 
been evolving as well as what the future holds for the industry

Anil Kumar
CEO and Founder, RedSeer Consulting
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Executive Summary

Indian Consumer Internet Market  
$ 65 Bn in 2018 and expected to grow to $ 200 Bn by 2020 

•	 The Indian consumer internet market  is likely to grow to USD 200 Bn+ by 
2022 from USD 65 Bn in 2018; rapid growth of new sectors, establishment 
of verticals will fuel this growth 

•	 The USD 65 Bn market consists of products and services; logistics forms 
the backbone of the USD 26 Bn+ product economy 

•	 Opportunities in the logistics space exist in both Fulfilment and Hyperlocal 
opportunities   

Fulfilment Opportunity  
3PL Fulfillment opportunity to grow 4x by CY22 to cross USD 2 Bn 

•	 Overall E-tailing Shipped GMV growth from USD 22 Bn to USD 65-70 Bn 
would create a large demand for logistics, the daily shipments would grow 
from 2.5 - 2.8 Mn to 11 - 11.5 Mn at a CAGR of 44% till CY 22 

•	 The large horizontals continue to increase the share of shipments from 
captive logistics arm; the trend will become even more predominant going 
forward because alternative delivery models are being deployed by captives 
to strengthen their logistics

•	 Growth in long-tail e-commerce players will lead to a 2 Bn+ opportunity for 
3 PL players by CY 22 

Hyperlocal Opportunity   
Hyperlocal shipments to grow by 10x to cross 22Mn daily by CY22   

•	 Food Tech – With foray into Tier-II+ cities, Food tech will experience a 10x 
growth in GMV,11x growth in shipments. To cater to the increasing demand 
food tech players expected to rely on 3PL’s to strengthen their fleet 

•	 Grocery - From CY18 - CY22; GMV to grow by 4x, deliveries to grow by 8x 
due to faster growth in daily essentials 

•	 E-Pharma – Due to regulatory pressures and lack of inhouse logistics 
capabilities, e-pharma players would rely on 3PL’s to cater to the expected 
7X delivery growth by CY22



Indian Consumer  
Internet Market 
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The Indian consumer internet market 
comprising of products and services is likely to 
treble to USD 200 Bn by CY22

Overall Consumer Consumption

�� CY18- USD 1.6 Tn 

�� CY22F- USD 2.3 Tn (CAGR ~8%)

Market does not include P2P transactions done through UPI & Wallets
Source(s): Desk Research;  RedSeer Analysis

Digital as % all consumer consumption

�� CY18- 4%

�� CY22F- 9%

CY15-17: Turbulence
�� �Top heavy, largely e-tailing 
driven market in CY15 
(~40% share)

�� �Govt regulations on 
discounting in CY16 put 
brakes on e-tailing and 
drags down growth of 
internet economy

�� �Bloated players with weak 
economics

CY17-18: Thrust
�� �Mega funding in e-tailing 
kickstarts sector growth

�� �Other consumer internet 
companies and sectors 
emerge with a focus on 
quality execution and 
robust unit economics

�� �Growing verticalization of 
the market

India Consumer Internet Market (USD Bn)

CY18- Cruise Control
�� �Rapid growth of new 
sectors 

�� �Many sectors like e-tailing 
enter a period of steady 
growth

�� �Verticals established across 
sectors

�� �Innovative business models 
driven by omnichannel 
presence

�� �Bloated players with weak 
economics

CY15 CY17 CY18 CY22F

25%

40%

30
-3

5%

30
47

200

65

With a population of ~1.3 Bn, India is the second largest 
country and one of the fastest growing markets for 
consumer internet companies. Online spend has come 
a long way and crossed the 4% penetration mark last 
year. With an internet population of ~530 Mn, internet 
penetration is set to cross 50% mark by CY21. Even 
with a large population online, the online transactors 
continue to be only ~200 Mn (40% of online population 
incl. product and services). While the entire digital 
economy grew by only 25% CAGR between CY15-
17, the growth in CY17-18 has been ~40%. There are 
2 major factors contributing to this growth- a) Data 
prices going down (Jio effect), b) mass adoption of UPI 

platform leading to higher trust on online payments. UPI 
payments in March’19 alone reached nearly 800 Mn

The digital economy is set to reach USD 200 Bn by 
CY22 with a CAGR of 30-35%. While we expect the 
existing sectors to continue to grow, new sectors are 
also expected to emerge which will grow faster on a 
smaller base. For eg, Food-tech has seen an explosive 
growth in the last 2 years and is expected to grow at 
150%+ in CY19 as well. Growth in consumer internet 
sector will also lead to new opportuniies for ancillary 
businesses like logistics.

Consumer internet Market 
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Product economy currently accounts for USD 
26 Bn out of USD 65 Bn of Consumer Internet 
Economy 

Note(s) : First, Mid and Last mile have been defined on the next slide 
Source(s): Desk Research;  RedSeer Analysis
1 USD = INR 65

Consumer Internet 
Market (CY18)
($65 Bn Gross GMV)

Products
($26 Bn)

Services
($39 Bn)

Horizontals & 
Verticals

Mostly Intercity

Intracity/ Hyperlocal 

Mobility Travel

Fin-tech

Ed-Tech

Content

Health-Tech

Classifieds

Omnichannel

Food-tech

E-pharma

Rentals

Grocery

Social  
e-commerce

4

The 65 Bn$ digital economy is split as 40-60 between 
products and services. For a majority of online 
transactors today, the first online transaction is for 
services, and not products. Booking train and air 
tickets online is typically the largest use case for first 
time transactors. Increasingly, P2P UPI payments are 
also making it easier for converting non-transactors to 
transactors.

Fulfilment is an important part of digital products 
economy, which can be broadly divided into 2 
categories- e-tailing (typically inter-city, refers to 
horizontals, verticals and super-verticals) and hyperlocal 
(eg. Food-tech, grocery). Interestingly, e-pharma can 
be counted in both categories due to different models 
adopted by players. 

1

2

3

Consumer internet Market 
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Among the opportunities within logistics 
(across first, mid & last mile), this study 
focuses on fulfilment and hyperlocal 
opportunities

First mile
 (Upto 100 km)

Last mile
 (Upto 50 km)

Mid mile
 (Upto 1000 km)

Brand/  
Manufacturer

Seller Local Hub1 CustomerWarehouse/ 
3PL/ Platform

Note(s):  1. It can be a distributor for pharma, kitchen in case of food tech players, dark store for e-tailer etc.

The e-tailing supply chain is designed to ensure smooth 
flow of products from the brand/ manufacturer/ seller 
to the end customer. Key opportunities are first mile, 
cross border, warehousing, trucking and fulfilment (incl. 
mid-mile and last mile). The hyperlocal supply chain is 
typically designed for the last mile delivery from hub 
(restaurant, dark store etc.) to the end customer.

This report focuses on fulfilment opportunity (both 
for captive and 3PL), especially on how it is expected 
to evolve for 3PL payers. Within Hyperlocal, the focus 
is on understanding the segment-wise opportunities, 
since the dynamics are fairly different for different 
segment, and the key trends playing out in each 
segment.

Fulfillment Opportunities  

E-Tailing 1st Mile Opportunity E-Tailing Fulfillment Opportunity

Cross-Border Opportunity

Warehousing

Hyperlocal Opportunity

Trucking



Fulfilment Opportunity
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Overall online e-tailing growth is creating large 
demand for logistics; 11- 11.5 Mn daily shipments 
expected by CY22

22

65-70

CY 18 CY22F

E-Tailing Annual 

2.5 - 2.8 

11 -11.5

CY 18 CY22F

E-Tailing Daily 
Shipments1- F+R 

(Mn)

CAGR 
44%

Shipped GMV
(USD Bn)

CAGR 
33%

Note(s):
 1. Shipments include both forward and reverse; RTO is not counted as a separate shipment
2. We have taken a cancellation rate of  11% between gross and shipped GMV (Hence shipped GMV comes to USD 22 Bn)
3. 1 USD = INR 65

~800# Annual Shipments (Mn) ~3500

Typical GMV funnel for an e-tailer flows from Gross 
GMV (also referred to as Checkout GMV). Subtracting 
pre-shipment cancelations (typically 5-10%) from Gross 
GMV provides Shipped GMV, and further subtracting 
Returns (Return to Origin, and reverse pickups) provides 
NMV (Net Merchandise Value) or Fulfilled GMV.

The e-tailing industry shipped ~ 800 Mn shipments in 
CY18. As the Shipped GMV grows at 33% CAGR for 

the next 4 years to reach USD 65-70 Bn, the shipments 
are expected to grow by 44% CAGR to reach reach 3.5 
Bn annually. The faster growth of shipments compared 
to GMV is driven by slower growth of Mobiles and 
electronics (typically higher value) compared to other 
categories like Fashion and General Merchandise

Fulfillment Market Overview
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Horizontals are primarily served by the captives, 
and this trend is likely to become even more 
prominent going forward

Note(s):
Large horizontals include Flipkart group and Amazon
Long tail refers to e-tailing players other than Flipkart Group and Amazon
Amazon Transport Services and ekart logistics for Amazon and Flipkart Group resp. (inclusive of Myntra & Jabong) 
ADM – Alternate Delivery Models for last mile

Large Horizontals currently account for ~65% of 
shipments; their contribution to GMV is even higher 
since AOV for Large Horizontals is higher than Verticals 
and Super Verticals. For Large Horizontals, typically 
75% of shipments are fulfilled by captive arms while 
the rest is 3PL. Large Horizontals take multiple factors 
into account for choosing whether the shipment is 
fulfiled by Captive or 3PL including pin-code coverage, 
shipment value and speed.

Increasingly, large horizontals are increasing the share of 
fulfilment from captive arms instead of 3PL. By CY22, 
the share of captive is expected to reach ~85%. The 
share of Long Tail is expected to grow from 35% to 40% 
(in terms of shipments) due to faster growth of verticals 
and super-verticals compared to large horizontals,

65%
75%

35%
25%

Overall

2.5 -2.8 Mn

Mostly 3PL 3PL Mostly 3PL 3PL
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1.6-1.8 Mn 11 – 11.5 Mn 6.5-6.7 Mn

Large Horizontals

CY 18 CY 22F

(AZ+FK)

60%

85%

40%

15%

Overall Large Horizontals
(AZ+FK)

CaptiveCaptive

3PL vs Captive- Large Horizontals (AZ+FK) vs long tail

3PL Opportunity (CY18-CY22)
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Large horizontals are insourcing and 
strengthening captives by deploying ADM's1 

1. ADM stands for Alternate Delivery Models 
2. FC stands for Fulfilment centre, DC stands for Delivery Centre,

Large horizontals used 3PL exclusively to reach Tier II+ cities

Kirana Stores Last Mile  
Augmentation (LMA)

Consignment Based 
Model (CBM)

Note : Large horizontals are reducing 3PL usage for Tier II+ by building DCs near them; 
leveraging ADM’s based on requirement 

Large horizontals are building DC’s in smaller cities and  
leveraging ADM’s allowing them :

��Have better control of supply chain

��Reduce logistics cost 

Turned into 
collection and  
pick-up points

Manpower supplied to run 
delivery center operations 
and last mile delivery 
services 

3rd parties used where last 
mile distance cannot be 
serviced by other ADM’s

EARLIER

NOW

ADM

Range <5 Km 5-30 Km 5-100 Km

FC2 DC2

ADM

3PL

Captive Logistics

Local Hub
Customer 

Destination
Seller

One of the ways large horizontals are increasing the 
share of captive arms is Alternate Delivery Models 
(ADMs). ADMs are typically deployed to meet last 
mile requirements leveraging existing infrastructure 
(Fulfilment Center, Delivery Center) for mid-mile. There 
are typically 3 types of ADMs that Large Horizontals 
are using:

•	 Kirana Stores: The spare capacity (both space and 
manpower) of the kirana store is utilized either as 
a pick up point or last mile delivery. This also 
created an alternate income stream for the 
kirana store owner

•	 Last Mile Augmentation (LMAs): Instead of 
hiring own manpower for last mile operations, 
Large horizontals partner with LMA, who 
provide manpower for running delivery center 
operations and last mile delivery services

•	 Consignment Based Model (CBM): For >30 km last 
mile distance, 3rd parties are used which have the 
end-to-end capabilties for last mile deliveries. The 
CBMs tend to aggregate demand across players in 
the smaller cities to drive efficiencies

3PL Opportunity (CY18-CY22)
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And these ADM models are maturing fast : 
Loadshare example 

Attributes

Scale

Footprint

Key  
Proposition

2017 2019

3000+ 

Only Reach

Footprint as of Feb 2017

40,000+ 

Reach & Cost

Footprint as of Mar 2019

�� Initial focus on unreserved locations; significant headroom for expansion
��Early momentum in Metros (NCR, Kolkata etc.) 
��SaaS usage in West; base for marketplace expansion 

3PL Opportunity (CY18-CY22)
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However, 3PLs will see significant growth in 
the long-tail to become a USD 2Bn+ opportunity 
by CY22
While the large horizontals account for ~32% of the 
shipments today, their share of captive shipments is 
expected to continuously increase as they penetrate 
deeper into smaller towns and cities, which are 
increasingly becoming viable as demand centres for 
large horizontals. Also, large horizontals have started 
using ADMs more, as it gives them significantly more 
reach in smaller towns which can be served from their 
warehouses, which could be 50-60 km away.

Long tail, on the other hand, is expected to continue 
to be dependent on 3PL in terms of volume. In terms 
of value, while the overall revenue per shipment is 
expected to come down, the impact will be more in 
Large Horizontals which will continue to pay lower 
costs due to sheer scale, compared to long tail where 
the decrease in cost is expected to be lower. The 
growth in long tail shipments is expected to come 
from verticals and super verticals in fashion category 
which will grow on the back of differentiated offerings 
compared to large horizontals.

CY22FCY18 CY22FCY18

3PL Daily
Shipments 
(Mn)>>>

3PL Shipments Growth 3PL Revenue Growth

3PL Annual 
Shipment Revenue
(USD Bn)>>>

Large Horizontals

Long Tail 
(All other e-tailers)

Large Horizontals

Long Tail 
(All other e-tailers)

24%

49%

19%

47%

1.2-1.4 5.4-5.6 0.5-0.6 2.0-2.2

32%

68%

18%

82%

28%

72%

15%

85%

Driven by Fashion category

Notes: 
1.	 Total Annual revenue calculated assuming average of 26 effective days per month
2.	 Flipkart group comprises of Flipkart, Myntra and Jabong 
3.	 1 USD = INR 65

3PL Opportunity (CY18-CY22)
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Currently, China is the market leader in the global online 
retail market. In 2015, the share of online sales in the 
total retail sales in China was 11% and was growing 
at a healthy rate of 50+% . Thus, in order to stay 
competitive in the e-commerce industry, the vendors 
needed to find an effective approach to deliver their 
goods on time and match the customer expectations. 

Thus, many e-commerce platforms demanded highly 
efficient logistics services. From 2016 onwards, 3PL’s 
started to gain significant traction as they allowed 
e-commerce platforms to focus on expanding their 
users base, enhance their product and promote their 
business while the logistics were handled by 3PL 
service providers. 

This is in line with what has been happening 
in China, where 3PL’s have a 16% share in the 
overall E-Tailing shipments

CY16 CY17 CY18

Large horizontals smallhorizontals Captive 3PL

15%

85%

13%

87%

12%

88%

CY16 CY17 CY18

680-700(USD 
Bn)

880-900 1130-1150 1.14 T 1.20 T 1.27 T

15%

85%

15%

85%

16%

84%

Captive vs 3PL Logistics Revenue (USD Trillion)

CY18 vs. CY22F

E-tailing market in China has consolidated with 
Alibaba and JD having ~90% market share. 

In a mature market 3PL’s comprise of 16% of the 
overall E-Tailing shipments

Notes: 
1.	 China E-tailing market is inclusive of B2B and B2C
2.	 Source - http://www.estin.com/pdf/publications/E-

tailing%20battlefieldVF.pdf
3.	 1 USD = INR 65

3PL Opportunity (CY18-CY22)
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Also, there exists a USD 1Bn+ additional 
opportunity for 3PLs ‘near core businesses’ 
by CY22 

Near Core Context Current and CY22 
3PL revenue  

Growth drivers Current players  
in this space

E-tailing Large 
Goods Delivery

Currently ~6.5 
Mn large goods 
delivered by 3PLs 
as captives don’t 
have much infra

CY18 ~$80 mn

CY22 ~550 mn

•	 Improving supply 
chain network

•	 Increased confidence 
of customers for buy-
ing large appliances 
online

E-tailing Large 
Goods VAS

Large horizontals 
and offline play-
ers have out-
sourced ~100% of 
installation and 
repair of large 
appliances and 
furniture

Potential Market

CY18 ~0

CY22 ~$500 mn

•	 Shipments of large 
goods increasing at 
a significant rate of 
70% till CY22

•	 Increasing outsource 
of VAS by ecom-
merce players

Warehouse 
Management

Warehouse man-
agement includes 
storage of goods 
and is currently a 
~$13 bn industry 
in India

CY18 ~$85 mn

CY22 ~$230 mn

•	 Increasing ware-
house consolidation 
in future

•	 Pressure to reduce 
costs need automa-
tion at warehouses

USD 1Bn+ of incremental opportunity to be created where 3PLs can drive growth

3PL Opportunity (CY18-CY22)

Notes: 
1.	 1 USD = INR 65
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New-age players are continuously growing 
their market share

67% 72%

33% 28%

CY17 CY18

1.0
Avg. 3PL Daily
Shipments (Mn)>>>

Traditional

New Age

1.2 - 1.4 ~30%

~10%

~40%

CAGR

Market share split of 3PL players1

Note:
1.	 On the basis of forward shipments only
2.	 Basis CY17 exit run-rates
3.	 Basis CY18 exit run rates

3PL Landscape

Traditional players like GATI and Blue Dart were 
dominating the logistics market for quite some time 
with their scale, but with new ecommerce models 
coming up with a need for efficient, category specific 
and last mile logistics, players like Delhivery, shadowfox 
and Ecom Express have emerged with the right kind of 
shipping capabilities needed for ecommerce. Typically, 
33% of shipments used to come from traditional players 
in 2017, which has declined in the last one year.

Increasingly, New age players in logistics are focussing 
on delivery and overall customer experience, with 
better alignment with ecommerce players timelines 
and customer focus. This has enabled them to grow 
by 40% CAGR to reach 72% share in 2018 and is likely 
to be dominated by them in near future, as the market 
penetrates in to small towns.
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Hyperlocal Opportunity
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Hyperlocal is more than USD 2.7 Bn market 
with high growth potential 

Food Tech2

Grocery3

Others5

($ 1.7 Bn)

($0.8 Bn)

( <$ .01 Bn)

ePharma

($ 0.2 Bn)
( $ 2.71 Bn)

Major  
Players

Key  
Messages

Growth 
Rate1

(CY18-22)

Hyperlocal

80%

40%

63%

80%

70%

•	 Swiggy and Zomato 
are looking for ag-
gressive geographi-
cal expansion – to at 
least 500 cities by 
end of CY19

•	 Growth through 
expansion in metro 
cities; Smaller cities 
still not ready for 
buying online

•	 Lack of clarity in 
regulations is a 
challenge. However, 
strong underlying 
demand4 and low 
online penetration 
will continue to 
drive growth 

Only includes hyperlocal  
delivered prescription medicine 

•	 On-demand  
hyperlocal delivery 
space expected to 
grow due to large 
latent demand  
especially in metros

Note:
1.	 RedSeer IP
2.	 Includes internet kitchens
3.	 Grocery Verticals only 
4.	 RedSeer Research
5.	 Concierge services
6.	 1 USD = INR 65
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Food-Techs’ foray into smaller cities 
will result in massive growth - ~10x GMV 
translating to ~11x daily shipments 

CY18 CY22F

1.5 - 2 Bn 18 - 20 Bn

1.5 - 2 Mn 20-22 Mn

76
%

CA
GR

76%

GMV (USD Bn.)

CY18 vs. CY22F

Hyperlocal
Shipments/ Day1

(Mn)

Note:
1.	 Includes internet kitchens
2.	 1 USD = INR 65

Food-Tech 

Market Expansion 

•	 Deeper penetration in the 
large markets

•	 Induction in Tier-1+ markets 

•	 Daily food offerings 
at affordable prices  
(e.g. introduction of  
Swiggy Daily, Droppt etc.)

•	 Acceptance of other 
use cases like Breakfast & 
Snacks coupled with  
occasional lunches/ dinners

Growth Drivers

The growth of food tech has been a strong success 
story in consumer internet. While the first wave 
of growth has largely been metro driven, there is 
increasingly larger growth driven by smaller cities. Food 
tech has now penetrated 300+ cities and expected to 
grow to 500 cities by end of the year.

There are other dimensions to the growth as well, 
as customers are finding new use cases in terms of 
breakfast, snacks and late-night meals; instead of just 
lunch and dinner. Single serve meals are also growing 

fast especially in cities where young migrant population 
is higher which does not always have fully functioning 
kitchen

As the transactions grow, we expect AOVs to come 
down due to a) Lower costs in smaller towns and cities, 
b) More single serve meals; so, the orders/ shipments 
are expected to grow faster than GMV. The foodtech 
market is expected to grow more than 75% to reach 
$20Bn GMV by 2022 and hence logistics will play a 
vital role in fulfilling the demand. 
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In the past year, foodtech players 
strengthened their captive fleet in order to 
maintain standardized customer experience…

CY17 CY18

Restaurant

3PL

Captive

66%

30%

4%
1%
8%

91%

0.35-0.4 Mn 1.5 -2 Mn

Note:
1.	 Respective CY exit run rates
2.	 Calculated basis exit run-rates shipments of Top 3 food-tech players 

Food-Tech 

Food Deliveries1 (Mn)

Captive vs Restaurant Vs 3PL2; CY17 vs CY18

•	 3PL hyperlocal players 
initially saw traction 
from Food-tech which 
receded quickly 
(dropped from 4% to 1%)

•	 Tech integration 
issues and 3PL players’ 
inability to maintain 
standardised Customer 
Experience (CX) acted 
as catalysts for foodtech 
players’ decision to 
strengthen their captive 
fleet

Foodtech players  
are strengthening 
captives

With a major driver for foodtech platform’s growth and 
retention of customer being the customer service and 
the operational capability to deliver as promised, in 
minimal possible time, the players have shifted the focus 
to captives over 3PL to maintain the control on overall 
experience of customer. This is evident from increased 
share of captives from 2017 to 2018, which accounted 
for 91% in 2018.

This has given the platforms better integration and 
consistency in maintaining their operations. Overall, it 
resulted in better customer experience and increased 
frequency of ordering, thereby better customer 
retention.
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…as 3PLs are yet to successfully solve the 
issues pertaining to tech integration and 
standardised customer experience (CX)

Besides meeting CX1 criteria2 set by Food-Tech 
clients…  

…3PLs have other challenges to overcome and 
advantages to leverage 

Parameter Benchmark for 
Delivery Partner

Established operations

Tech integrations

1. CX Rating
Customer Rating of 
Delivery on Client’s 
App out of 5 

3PLs have established operations 
in Tier 2+ cities; have operational 
competency to meet a clients’ 
demands.

To ensure good customer 
experience, 3PLs need to 
invest in technology to 
integrate their platform 
with clients’ platform for a 
seamless experience.

2. SLA
Adherence to delivery 
times in minutes

3. Cancellations
Percentage of orders 
cancelled by the 
customer attributable 
to delivery partner

4.6

35 Min

~1.5%

Advantages

Challenges

Note:
1.	 Basis interviews with 3PL experts

3PLs haven’t been able to consistently 
meet these SLAs 

Food-Tech 
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However, with rapid growth planned and 
increasing cost pressures, 3PL partnerships 
are again being relooked

Food-Tech players are looking at rapid expansion 
into a large number of Tier 2+ cities… 

…but their strategy of using primarily captive 
fleets might not be scalable

Reach1 (No. of Cities)
Swiggy and Zomato’s Presence in Cities: CY19 Vs CY19

Economies of Scale from 
Groups of Cities 

Last Mile Cost Per Delivery4 
(INR)

Captive vs Outsourced Delivery

Note:
1.	 As per RedSeer’s Food-Tech Research
2.	 Calculated basis exit run rates of top 2 food-tech players as of Dec ’18
3.	 RedSeer IP 
4.	 As per analysis based on Zomato’s FY19 Annual Reports and inputs from 3PL Experts

Food-Tech 

Swiggy Zomato

CY18 CY19

~135

~400

~210

~500

X%
Growth 
Rate

Top 7 Next 10 Rest

Average Daily Order Volume ('000)
Number of Orders/Rider/Hour

~73
~14 ~1

~1.7

~1.3
<1

Captive Outsourced

~5065+

DELIVERY



Indeed, foodtech players are adopting asset-
light operating models to expand into smaller 
cities – underscoring the opportunity for 3PLs 

Top 80 Cities Next 150 Cities Next 300 Cities 

Logistics Model 

Captive No Captive No Captive 

Limited 3 PL 
3PL/ Outsourced to local 
vendors 

Zero Touch*

Significant incremental opportunity for 3PLs in the food delivery space  

Definition of zero touch: Zero touch implies that neither captive nor 3PL players 
have a firm footing in these place and cannot run their operations 

As foodtech players look to expand and penetrate into 
small Tier cities, the initial strategy to adopt asset light 
model will serve as a better option with minimal capital 
investment for these platforms. This offers a great 
opportunity for 3PLs in the specific regions to develop 
partnership with food platforms by integrating their 
operational capabilities in the initial pilot phases with 
foodtech players and gaining the share. 

Note:
1.	 1 USD = INR 65

Food-Tech 

Infact, as other internet platforms grow into mid and 
smaller cities and towns, partnering with 3PL becomes 
vital and key to initial success, as demand density is 
usually lower in such areas and hence 3PLs will be able 
to better aggregate the demand to do shipments at 
lower cost structures compared to captives.
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Therefore,  3PL players should see a significant 
bump in food-tech shipments by CY22, as also 
seen in China

Usually, due to similar demographics and market 
dynamics, a similar trend is observed in India as was 
observed in China. This is evident in foodtech as well, 
with logistics side of things. The 3PL share is just 1% 
today and will be expected to reach 10% by 2022 
through better management of deliveries and managing 
customer expectations. 

Note:
1.	 Calculated basis exit run-rates shipments of Top 3 food-tech players
2.	 Basis interviews with industry experts 
3.	 1 USD = INR 65, annualised from daily run-rate, INR 50 as revenue per shipment, 365 days service in a year

The Chinese Example

Annual Industry  
Revenue3, CY22E

$ 1.8 Bn

Food Deliveries (Mn)
Captive vs Restaurant Vs 3PL; CY181 vs CY22F

91%
80%

8%

10%

1%

10%

CY18 CY22F

Restaurant

3PL

Captive

1.8 Mn 6.3 Mn

Food-Tech 

Food platforms are focussed on rapid expansion, and 
hence they will need to partner with 3PLs as it would 
be low risk and low investment choice. It’s equally 
important for 3PLs to grab the opportunity presented 
by foodtech and other sectors to grow faster and 
expand their services.

•	 Meituan & Ele.me – 
Chinese food tech 
players outsourced ~15% 
of their shipments to 3PL 
players 

•	 DianWoda, a Chinese 
3PL players does close to 
2 Mn shipments/ day for 
Ele.me 

•	 Similar trend is 
expected in India as 
3PL’s step up to meet 
demand
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Online Grocery will grow by ~4X GMV and ~8X 
daily shipments; most of this growth will be 
driven by metros and Tier-1

India’s online grocery space has gone through a 
significant evolution in last few years- from explosive 
growth and funding in CY15 to growth challenges and 
funding winter in CY16 and then accelerated growth 
2018 onwards. In this stop-start journey, many new 
business models have evolved, and many themes have 
been proven and disproven.

Inspite of all these disruptions and changes, one thing 
that did not changed is the massive potential for online 
grocery- as indicated by India’s USD 500+ Bn grocery 
market out of which a mere 0.2% is online (~USD 0.8 Bn 

considering only hyperlocal grocery). Given this massive 
potential, the online grocery market will continue 
chugging along at 50% growth rate for the next few 
years, which will be served by various models, including 
category specialists, narrow and wide supermarkets.
Online grocery has been able to grow in double digit 
figures on the back of convenience- based levers like 
assortment, express delivery, and subscriptions. Unlike 
online-fashion where consumer reach was the key lever 
of growth strategy, here the market is still focused on 
large cities. 

Growth Drivers

•	 Strong value 
proposition 

•	 Express Delivery 

•	 Large Assortment 

•	 Growing subscriptions 

•	 Increasing penetration 
within current cities

•	 Boost in demand of 
long-tail offerings 

Note:
1.	 Hyperlocal shipment growth rate assumed to be 50%

CY18 CY22F

0.8 Bn

GMV (USD Bn.)
CY18 vs. CY22F

Hyperlocal Shipments/
Day¹ (Mn)

3.2 Bn

1.9 Mn 0.25Mn

41%

66%

CAGR

Grocery
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Express delivery has emerged as a strong value 
proposition; to boost penetration, grocery 
players would rely on 3PL 

Online grocery verticals have taken the lead in terms 
of monetizing their convenience seeking consumers, by 
converting ~30-40% to the total consumer base to their 
subscription programs. While subscription programs 
have bought in some success to increase penetration in 
their larger markets on the back of affordable pricing, 
cashbacks, price discounts and high order frequency but 
limited slots of priority delivery remain a bottle neck in 
their strong value proposition. 

To sustain their value proposition, some grocery players 
have almost doubled their delivery fleet in less than 

one year. Going forward as their penetration increases 
in large markets and they expand their operations 
in tier-1+ cities, grocery players will increasingly 
outsource logistics to 3PL companies. A major challenge 
in the way of the 3PL players would be to integrate 
their technology to cater to the requirements of the 
grocery verticals and match the customer experience. 
Significant progress have been made by 3PL’s to up 
their game when it comes to the technology front and 
opportunities seem pouring as they continue to hustle, 
innovate and evolve.      

Growth Drivers

•	 Large grocery verticals 
(Big Basket, Grofers 
etc.)  are focusing on 
increasing penetration 
unlike Foodtech players 
who are aiming at both 
expansion & penetration

•	 Strong value proposition 
– Express delivery 
coupled with wide 
range of SKUs will, Daily 
subscriptions will be 
key drivers to increase 
penetration

•	 Large verticals would 
rely on 3PL’s but tech 
integration is an issue, 
and certain 3PL players 
have made significant 
progress in finding 
solutions for the same

3.5 Mn 5.4 Mn

2.4

3.3

0.35

0.6
0.75

1.5

Jan'18 Dec'18

Daily

Express Delivery

Scheduled
Delivery

98%

80%

36%

Example: Thrust on building ‘Express Delivery’ capabilities 

One of the large e-grocery players has doubled its delivery 
executive fleet in CY18, and in order to further meet the 
supply-demand gap, it will rely on 3PL players

Share of Scheduled v/s Express Deliveries 
CY18  (Split by orders)

Grocery
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E-pharma to witness ~7X growth in GMV 

Health-tech (online healthcare) is one of the most 
encouraging sectors within the Consumer Internet 
space since it has the potential to expand the overall 
market basis its value addition on affordability and trust 
plank. Within health-tech, E-pharma has emerged as the 
most-evolved sub-sector with a current market size of 
~0.2 Bn (only includes hyperlocal delivered prescription 
medicine) which is likely to grow at a healthy 63% to 
become ~1.4 Bn by CY22.     

E-pharma benefits from a high repeat use-case which 
trickles into the online platform as well. Chronic use 
cases drive a disproportionately high share of orders 
which leads to high ordering frequency and a high 
AOV (~ INR 1200). Growth levers for E-pharma are the 

strong value proposition provided in terms of discounts, 
convenience of ordering, availability of medicines (or 
close substitutes) and trust on the platform.  

Going forward, E-pharma players have realized 
the importance of building portfolio of (1) OTC/
FMCG/Health supplements to retain customers and 
expand wallet size, and (2) services (diagnostics/
teleconsultation) and generic medicine portfolio to 
improve margin profile. Also, there’s a strong possibility 
that future leaders in the space would emerge as full 
stack service providers offering services across the 
customer/ patient value chain; covering the entire 

Growth Drivers

•	 Strong value 
proposition 

•	 High discounts (~17%)  

•	 Convenience  

•	 Strong customer 
retention for 
prescription drugs  

•	 Preference for online 
due to  unavailability 
of drugs on offline 
platforms (specially in 
Non-Metro)

•	 Easy to find trustworthy 
substitute medicines 

CY18 CY22F

0.2 Bn

GMV (USD Bn.)
CY18 vs. CY22F

Hyperlocal Shipments/
Day

1.4 Bn

~200K27K

63%

CAGR

Note:
1.	 1 USD = INR 65

E-Pharma

(Only includes hyperlocal  
delivered prescription medicine) 
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Thus far, e-pharma players have stuck to using 
hyperlocal within metros only while meeting 
all other demand via intercity shipments…  

More details about 
e-pharma business 
models

Daily Shipments (‘000)
Metro Vs. Non Metro & 3PL vs Captive: CY181

Overall Metro

39 K 27 K

70%

30%

Non- Metro

Metro

30%

70%

3PL

Captive

•	 3 out of the top 4 
companies have 
inventory model

•	 Companies which 
follow marketplace 
model have ~90% of its 
fleet outsourced to 3PL 
players for metros and 
outstation deliveries

•	 Players set-up around 
15-20 warehouses in 
metros which cater to 
the requirements in the 
geographical vicinity

Currently, the amount of money spent on healthcare by households every year is more than double in metros 
than it is in tier-1 cities. This translates to ~70% of the shipments being hyperlocal and the remaining ~30% being 
intercity. To keep quality control, 3 out of top 4 e-pharma companies have an inventory model and have set up 
their warehouses to cater to the requirements. 

Note:
1.	 Basis CY18 exit run-rate
2.	 RedSeer IP  

E-Pharma
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Given a) Regulatory pressures b) Limited 
inhouse logistics capabilities/ DNA and c)strong 
ecosystem options; e-pharma will increasingly 
rely on 3PLs
Regulatory pressures on e-pharma companies like 
mandatory 24/7 call centers, high court threats of 
banning E-pharma pan India and other operational 
challenges are limiting them build their inhouse logistics 
capabilities. As a result, E-pharma companies are unable 
to match user expectations when it comes to delivery 
experience. 

Further to acquire customers and expand their user 
base, e-pharma players are offer high discounts (~17%). 
To compensate for the high customer acquisition costs 
(CAC), e-pharma’s will look for alternatives to optimize 
their logistics cost. With increasing penetration and 
expansion to non-metro’s, demand is expected to come 
from non-metro cities e-pharma’s will rely on 3PL for 
low-cost and efficient logistics solutions. 

Why e-pharma will 
rely on 3PLs 

•	 Major Roadblocks 
like - Central and 
State Overregulation,  
mandatory 24/7 Call 
Centre’s, high-courts on 
banning E-Pharma pan 
India

•	 Owing to high discounts 
offered (~17%) to acquire 
customers; e-pharma 
players look forward to 
optimize their logistics 
cost

•	 E- pharma companies 
will increasingly use 
3PL services to serve 
demand from non-
metros

Daily Shipments (‘000)
Metro Vs. Non Metro & 3PL vs Captive: CY22F

Note:
1.	 Revenue from shipments only, Revenue per shipment = INR 50, 365 days service a year
2.	 1 USD = INR 65 

Annual Industry  
Revenue1, CY22F

$2 25 Mn

30%

50%

25%

70%

50%

75%

Overall MetroNon-Metro

150K 150K300K

3PL

Captive

Hyperlocal 
(mostly 3PL)

Inter-City

E-Pharma
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Term Definition

Hyperlocal Deliveries Deliveries which are done within a city/ cluster 

First Mile
The first mile refers to the movement of products from a retailer to a courier service or 
to anyone who will take these goods to their final users

Last Mile
The last mile refers to the final movement of products from the courier service to their 
final users.

Mid Mile
The transportation of goods within the courier service company before it is dispatched 
for the last mile delivery

Cross-border Involves the transportation of goods between two countries

3PL
Third Party Logistics are the sole logistics companies to whom deliveries of goods are 
outsourced by various players

Captive logistics Captive logistics - Inhouse logistics arm for e-commerce platforms

Express Delivery Same day hyperlocal delivering with SLA ranging from 30 min to 3 hours 

Scheduled Delivery
The consumer can get the products delivered in the time slots available before placing 
the order

Long Tail Long Tail E-Commerce Players - Players excluding Amazon & Flipkart Group

Kirana Store A small neighborhood retail store located at multiple locations across cities

Large Horizontals 
Amazon & Flipkart Group (inclusive of Myntra & Jabong) combined are referred to as 
"Large Horizontals"

SLA Service Level Agreement is a contract between the service provider and a client

Glossary – Other key definitions
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