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164 Patu Keswani built a hotel to reach his 5 crore
retirement corpus but ended up founding India’'s biggest
mid-market hotel chain, Lemon Tree
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“Don’t feel ashamed or embarrassed
in admitting that you know nothing”

PATU KESWANI

Founder, Lemon Tree Hotels

Tuterview & text by V Keshavdeu

26 October 2018 | OUTLOOK BUSINESS PHOTOGRAPH BY VISHAL KOUL
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| owe my success +o
Eternally grateful +o
The day | felt veally low
Memovable moment
Sleepless nights

Best friend

Favourite movie

Beost days of my life

N\g mentor

Bigg%‘l’ rzgrvl'

26 October 2018 / OUTLOOK BUSINESS

Too many things. But move Hthan
angthing else, it is ‘thance

Everyone who has been a part
of* my journey

When my pavents didn’t back

my venture

Several, at work; but without a
doubt, when my kids weve bovn

Askir\g people to leave and when we

had +o cut salavies

| have a bunch of best friends.
Hence | call some brothers and
others cousins!

There ave several but The
Shawshank Redemption would be
at Hthe top of the pecking ovder,
followed by The Godfather

[IT, and +he days [ spend hanging
out with my kids.

Theve ave seveval, but Russi N\ng
was someone | looked up to. Though

not a mentor, | have been influenced
by Mahatma Gandhi’s teachings, which
a plg in business 400...0ne of which i
wﬁg can't wel Why can’t our countvy

| don't believe in re,gve/{'s
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The flrst entrepreneur in my ftmd_l) was my Paternd[ gmnclmatker. She got widowed at a very_young
age, 21, with two sons — my father, who was two-years-old then, and bis _younger brother, who was
one. My granny qucm miloring in what was then Pak{smn, where my fﬂrber was born.

My dad never bad an easy childbood. Yet, be educated ]:iimse!:f — lived on a scf:mlnrsbip from the
age of five — to finally qmz[if) as an engineer. He, eventually, joined the Indian Raibways. Given the
wodest bac/(‘grouna’ that be came from, my dad valued money and beld the Prt’ncip[e — never borrow
money. That [edming bas st&_lyed with my sisters and me, so much so that even as an entreprenenr I'm
debt averse. Even !f 1 bad bad to borrow, 1 bave been focused on witigating any riskarising out af it.
I am baPBy to accept a lower return on eqw’gy as [ong as the riskis commensurateb traded aff.

Um’i/@ my fatber, my mother came from a far more Privi[egea’ background — ber dad was a
Colonel in the British arnty. My motber was a doctor and bad also joined the Indian Army. She was a
captain when 1 was born. As it turns out, | was an uncontrollable /Q'd and as a fcmrjear-old 1 would

often run on the parapet of our bouse on the top floor. sz'ngs came
to such a pass that ny mom bad to quit the army because it
was eitber ey [ife or ber jab! She still believes that bad
I not been such a brat she would bave bad a glorious
career. In fact, 30 years later, too, it came to fore when
one dc_zy an ex-army ca[[eague came to wmeet my wont,
and 1 faappened to be visiting ber that weel& Boy,
the g[are that my mum gave me after ber friend
[eft was lil@ “If it wasn’t for - you, | too would bave
bad risen tl)mugiy the mnlg!”
Tlmnl@ to my dad, from a very  young age, |
bave been camformb[e with numbers. When 1 was
three, be used to ma/@ me mu[rfpb 2 dtgt’ts E) 2 digits.
And when 1 was four, it was 2 d{gits by 3 dt;gits. He was

‘Vqs ol very /@en that 1 get admission in St Columba’s School in
qa IH'{’(@ i ‘\’W'[ v Delbi. It was not easy, but be convinced the Princ:'Pal to give
e a chance. On the dcy of the interview, my dad told the Principa[,
“Call any kid from Class 11 and let’s bave a math competition.” So, in walked a 16-year-old, who
was a .I::rfgnl)t /Qd', and ny fatber as[@d’ the Prina’[kz[ to give us any two 2 digits to be mu[tzp[ieal. The
Princz‘lbal said 23 and 42, and 1 answered f irst. I got admission!

1 finished my studies at St Columba’s, but 1 did not /Qrtow what to do with my life. My mother
Puslﬂed e towards medicine and nry dad, towards engineering. 1 could not stand the st;glot of the
blood, so it was an easy decision — 1 npp[ied for ut. I was 16 when 1 joined ur-Delbi.

At uT, the bz’g cim[[enge was to wor/(_l'mrd for respecmb[e gmdes and, at the same time, bave some
fun. I discovered that collaboration work._s best. We were six batchmates and we decided that each
guy would master one subject — 1 was respansib[e for Pigysics. So, 1 would attend every P]gysics class,
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mal@ copious notes, zmd, ; féﬁﬁi ..

eventually, master that P

one subject. We would

—— L i

enjoy ourselves a’urt’ng - ] -
the weekand, every l ""l "“"l
Tuesa'z_zy m;gbt, in an all- : Sp 5

n{gfater, each would train
the others in a Pazrticu[ar
topic ﬁ?r the next o{c_zy’s
quiz, By adopting a
collaborative appraacb,
we made the best of both
the worlds — 1 became ' T8
’uerygood at br:’dge and e
snooi@r. But the lng
takeassay for me was M-Delki: Wheve learning was fun
bow to wor/tsmart and
uot too hard. There were
other co[[eagues of mine who used to s[og ﬂ)r e::gbt to nine bours, but eventum’b it didn’t ma/@ a buge
d{fference to their lives. @
In some sense, my entrepreneurt’a[ Journey began at T because my ﬁzrker bad wme on a tt'gfar leash
as far as Pocket money was concerned. | used to p[qy [Jria’ge at the Delbi Qymldmna Club where my
fatber was a member. | used to go with 35 in my Poc/@t and p[a) htgfv sm/@s, which was 35 a point.
[ would win even T100 or even T150. So, every week, I would goon Saturday and quy with the same
Prt‘ncfp[e — bave enougf: wor/@ng capim[ to survive a bad strea:/Q I put togetker a decent /Q‘tt A which
I later converted into a caPiml asset, éy bzgying a motorbi/@ ﬂ:r 32,700 from my batchmate.
I our wing of IIT—De[r’or’, there were 18 students and, eventuall) B all went abroad except me. I
could not ma/@ it because a severe bout of jaundice
and Pamlyp}:aia’ [eft me bedridden ﬁ?r seven months
in my last - year and 1 bad to give my fina[ exams in
a wheelchair. 1 was [eft with two options — joining
P/:vi[ips as an engineer, which was considered a goad job,
or pursuing bt;gker studies. But 1 wanted to postpone
my entry into work{ng life, s0 1 qppfiec{ to M Calcutta.
From 81 to °83, uM Calcutta was a great time, and |
also ended up [ezzrning bow to P[qy ping pong very well.

Post 1M, appked for a féw jobs and, it so kappened,
wmy elder sister Lillete bad married an emp[gyee of the Tata
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SECRET DIARY of an entrepreneur

Learning to be a TAS(K) master

Administrative Services, which

was consid’erea’ one Of t]ne bBSt

private jobs in India, eqm"v:z[enr

of an 1As in some ways. |, too,
applied to the Tas, and 1 was
[uck_y 1 made it there. 1 learnt
an interesting life lesson during
Wy interview.

Given that Tatas are value
focused, I remember the wvice
President of HR, VS Maiaesb,
askg‘ng me a question at the
interview: “Would you ever give

This was the Princz"b[e that my
parents followed and so, under

no circumstances, would 1 )ield. He Probed e furtlner éy saying, “O@, L am going to give you an

examp[e, and tell me whetber " yout would give a bribe in this circumstance or not?” He said, “Suppose
_you are with  your sister on a bi/(g and, god forbt’d, there’s an accident and | your sister is bing b[eeding
on the grozma' . No vebicles are stopping b) A[ong comes an ambulance and | you askt[se driver to mke
bher to the foospiml . He says, I won’t unless _you give me a bribe of 2100. Would _you give the bribe?” So,

I tbougfvt for a moment and 1 said, “Yes, 1 would. Saving a buman life would take Precedence over

any value system.” That epz‘sode made me realise that one cannot be too certain in [ffe. In spite of my
answer, the Tatas did bire we and 1 joz';zed TAS in 1983.

Ower the next few _years, even
as I naor/@a’ with various Lroup
campam‘es, the big learning cawe
during wy stint as an executive
assistant to the late Russi Moq’y,
the-then chairman of Tata Steel.

1 used to double as bis mdcéJ since
be loved P[cying (ga[f. Raessi was
argudbb the most charismatic
leader 1 bave ever mert in nwy life
and also the most unconventional. 1
loved n’aeing bis caa’c_z’y even t]aougfa
1 m)se[f lqze'w bow to P[ay got_’f
reasomzl:b well.

26 October 2018 / OUTLOOK BUSINESS

Russi N\ng: Gveat human being,

great leader

»

a bribe?” | said, “Absolutely not.
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So, one dqy we were go[f ing at To[!ygunge, when two  youngsters wa[kgd up to bim and sdid, “Mr.
Mody, we want a job.” So, he as[@d them, “Do you /qu bow to quy golf?” They said, “Yes, quite
well.” He then decided that all ﬂmr of us would Pl’cy go[f and, e'venma[b, be bired them as t]vg:
P[qyed guite well . Since it was the d@ys af Pre—[t‘bemlisation, steel was in short suppfy and the jab of a
sales guy bac/(_rf:ren was, Prt‘maribf, to allocate steel among dtfﬁrent customers. The two were Posred
as sales officers in Bibar. Tby were a little foalz’sk: a]espite being entitled to first class rail ﬂtre, the
two guys used to travel Egy third class and bill the company fz’rst class. Tfngy spent T60 and billed
the commpany 200. As exlbectea’, they were sac/@a’ on the spot. The two, howewver, Plecwlea’ for an
appointment with Mr. Mody and this was in jamsr’:edpur.

Mr. Moo_z’y as/@d wie to cowme in far tfmt meeting. At tbe appointed time, tbe two entered t/ne roomt
and fell at Russi’s feet and said, “Mr. Mody, P[eczse foelp us. What fodppened is that we both are
engaged to two sisters who
are from a family that is Learning hospitality the Taj way
financial_b better off than — -
ours. The onb reason their
parents acgreed to the joa'i was
because we are sales officers
at Tata Steel. Please forgive
us and m/@ us lmc/(:” Here,

I learnt anotber lesson. Russi
said, “Russi’s beart bleeds
for " you but Mr. Maofy can do
nothing.” It was an eye-opener
for me on bow to separate

Persana[ and Professional

relations and, 1o matter how

you ﬁzel PBI‘SO?MZ[[ N tf;ve 'va[ue

system and ethics at wor/i
were paranount.

After workz’ng at Tata Steel ﬁ?r a couP[e of " years, | moved to the Taj Group. In gypim[ Tata style, tf:ej
made me a resident manager at the Taj Mabal Hotel, Delbi. | hadn’t a clue on how to run a botel.

Here awaited anotber [edming. The same gentleman who bad interviewed me, Mabesh, was the-then
senior vice President of HR at Taj. So when 1 got tnmsﬁzrred, I approacbed bim ﬁ:r advice: “Mabesh,
I dow’t understand how mg;tioing wor/ts bere. 1 knaw notf:aing about hotels and 1 have been made the
No. 2 of a premier property. So, what should 1 do?” He replied, “In the first montb, just observe and,
over the next two mant]as, onbr askgmesn’ons. Don't ﬁze[ ashamed or embarrassed in admitting that you
/Qmm noti:wing.” So for the first three montbs, | Preciseb did that and it was a great piece of advice. It
was a life lesson that never let ego come in the way af [earm‘ng. Till todgzy, when 1 m[km Peop[e, tf tr’?g;
show curiosity and no shame in admitting tf:gy don’t k_naw somet!zing, Iseeit asa Iazg P[us.

Yet another lesson was a’uring ny initial dqys of wor/g'ng with Ronnie Lobo, the-then genem[
manager. On the first day that 1 joined the Taj, be offered to ml@ me around the buge hotel. As

OUTLOOK BUSINESS | 26 October 2018
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Aﬂ ioon, whose we were walking, be would often bend dovwon on bis knees
L
advice has S‘I'AQQIA and Picksometking of f the f[oor and put it in bis poc/@t.
Q;l-'(,kQ,A 'Fo(q,vq,( It seemed ratber weird ﬁ;r a GM to be a’oing this. Then 1

realised that, in fact, be was [oo/q'ng for litter and putting
it in bis jac/@t Poc/@t.’ And then 1 rezzlz'sed, dctua[b, bow
clean the botel was. 1t was an examp[e of a leader setting
the standards.

Incidentally, wy d@ys at the Taj coincided with the
last ‘blmse of Mr. JrD Tata’s active involvement with the
Tata Group. He was another amaging gent[eman and bis
management st)[e was wa[/q‘ng around and nmeeting his
Peop[e. One a’c_z)r I kappened to be sitting with two People,
when Mr. Tata wal/@d into my of fice. He just came
in and sat down. Since 1 didn’t /Qnow bim well, it was
nervefwmckz:ng for e and far the other two Luys. T]sgy
soon got up and rushed out. Even 1 wanted to but since
it was my office, 1 couldn’t! Mr. Tata then [ookgcl at me
and in a very endeart’ng tone as/@d, “What were  you

doing rig!‘)t nowe” 1 rep[z'ea’, “Ob! Mr. Tata, we were discussing a botel operating Pmcedure which bad
Jailed.” He asked, “What were you trying to achieve?” 1 said, “We want to be excellent in the process
but we are not.” What be told me then bas stayed etched in my memory: “Always aim for 100%
Perﬁzcn‘on because > you are zz[wqys going to fm‘[ . But in the process you will become excellent.” That is
the pl:ilasopfy that 1 follow even today. I always give my team stretched targets. /Q*zow very often
that we are not going to achieve it, but in the attermpt to achieve that we achieve the real target that
[ have intermz[b set.

Years later, 1 remember sending JRD a Birtba’a) caz»’@ when be was in the mid-90s, and be sent me
Bac/vz farmcz[ rbanbou note. But in the note someboq’y bad made a gmmmatim[ error and, with bis
turquoise blue pen, be bad made a correction. That attention to detail is admirable.

I warkga’ in Taj till 1999, but 1 did not interact very much with Ratan Tata. | met bim a couple
of times but ny boss b_y then was Krishna Kumar, who was also a tas officer. He e'ventua[b
became a friend . KK, as be was called Popm’arb, became the managing director of Taj and, in
similar Tata st)'le, be /(_nenz nor]ot'ng about botels but was the guy with the rigl’or value system and
[eadersiazp s;yle. So be Promotea’ me as the c/aief operating officer and 1 was put in c.lmrge of their
business botels.

In my new ro[e, I app[iea’ wmy matf:ematicazl, engineering and operations expertise Egy
disaggregating the hotel ind’ustiy into bundreds of parameters and then re-aggregating thew into
180 ratios. 1 felt these defined the essence of any botel’s operation and financial Perﬂ)rmance. I sent
the sheet to the aMs of the 22 bote[s, ask{'ng them to f ill up the ratios. | am sure r;ng would bave
t/aoug/at [ was out af wy mind as/(z_'n(g them to fz’[[ this massive sheet which bad 180 ratios on the
Y-axis and 22 botels on the X-axis. In three weel@, 1 bad all the data and could identify the best
Performer in each ratio. There was cz[‘rp@ys one botel which was an ourlier, which bad better ratios
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out of the rest, and 1 created a fypott’aetica[ 23 hotel
which bad the best ratios of each.

I canme to the conclusion that if you bave the r:;gfot
cu[ture, inspire Peap[e and the r{g/:t ratios embedded in
a business model, one would actum’!y bave a very, very
.mr:cessfw!r .I:mte[,' in those a’.c_zys, it was a smg[e unit botel.
So I started imp[ementing bits and parts of this when an

outing with nzy friends cbanged ey trafectory.
I was 38-years-old, when two friends of mine and
I went for a bcys’wee/@nd to the Sawai Madf:opur
Lodge. Those a’c_zys single malt was very expensive and not eczsi!y available. Over a Fridqy to
a Sundo_zy, we ft'm'sfaed two bottles of sing[e malt and decided tf:wat, lgy the time we are 40, we
should all retire. Our target was to bave %5 crore in the bankbecause, in those dcys, RBI used to
offer 10.5% tax-free bonds for five years.
So, 5 crore, 10.5% meant T52.5 [a/‘b rﬂx—free income. In the 90s, it sounded [il/\c_z wealth
beyond belief. My friends bad about 2.5 crore of savings whereas 1 bad 70 [a/&f:. But 1 ti:ougf;t
I was smarter than them and knew better than mgrboq’y bow to dep[qy mpim[ . T/:wgy were 36, and @
bad four - years to reach %5 crore, so tf:vgy would have easib made it, I was 38 and bad Jjust two
_years to bit the target. Mdl@ng matters worse was that | bad bubris — an exnggemted be[ief in
my abilities.

1 borrowed %30 Idl@ from wy wife and with a
/Q'tt)r af 1 crove started tmding on the bourses
on margin., Within nine d@ys I was down to z3
[akla. So not only did 1 not bave my 25 crore,

I was financially ruined in just nine days. |
calculated that ny bm/@r bad made wmuch more
in commission because 1 was rma’z'ng so much.
My brol@r returned my 33 L’akf; via c!veque and,
as a consolation, gave wme a Cartier watch. 1 was
touched éy bis gesture because bere 1 was down
on the ground and expected peop[e to /Qckm)
carcass. But instead this guy gave wme gratis a
Cartier watch.

- I was so touched [9} bis gesture that when
A lQ/SSO'\ 'FOY ||FQ/ l:u's d‘augf')ter got married tfaree monrf:rs later
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and 1 bad onb one valuable item that 1 ownea’, a Mont Blanc pen, I [Jresentea’ that as a wea’a’ing

g:‘ft. Unfortunately, six montbs later ney watch stopped war]@ng and 1 sent it to Jobnson &Co, the
autlsori{eal dealer of Cartier. Tf:gy returned it bzzc/(_sz_zying it was a $20 f;,z/@. So, my new [earning was
that never give gifrs or advice gmtut’tousb but 1 bad to lose 97% of our combined networth in order to
learn that lesson! 1 bave still kgpt the watch — in menmory of my bubris.

The episode also mug/st e that never ever bet the Bank, always bave Plan B, P[zm C, and Plan D.
In fazct, the b{gger the decision, the more Plam I bave as options. So, ﬁ)r example, when r’:tzgy, Euz’[a’,
acquire or lease a Iyote[, 1 d[lwys m@ the worst-case scenarios. If I can survive t]mt, I ngf:t say, o/(gz),
1 am investing a bundred crore — 760 crore equity, 340 crore debt. I 1 find that in the worst-case
scenario, the maximwm debt 1 can sustain is T30 crore, then 1 will anb borrow %30 crove. That is, I

will m/(_e a bit on equity but 1 won't risktke entire capiml’ . This is the

trade-of f that 1 find Peop[e, often, do not mzzkg.
Backup!

Luckl;[y for me, Plan B mamﬁzstec[ when | got an opportunity
to 'workwitb AT Kearney India cro Arvindam Bhatmcbmya.
P a n A Inreresting_[y, be was one af the two friends with whom 1 bad bad
this T5 crore conversation. When | met Bhattacharya, 1 told bim

1 would workwitk them for three years and the only question |
Plan B

as/@d bim then was: will 1 mcz/@ 5 crore in three > years? He rold
nte that tfl achieve the set targets and milestones, 1 could easfb

P an € bisibenonber

We sbookbzmds and 1 remember that my starting sa[m_‘y net of
P b bonus was %1 crore, ’w/:Jich, at that time, kdppeneﬂr to be one of the
ﬁn top 10 salaries in India. It was time to tell xx that 1 was moving

on. 1 bad no inteuntion of being an entreprenenr I:y the way, and this

%) crore target was [i/@ a /@eda in my mind. | told xx that 1 want a tl:reejear sabbatical as 1 would
be [earning a lot during this Perz'oa’ and then 1 will come bac/(_ta the Tatas with all that [earning‘ I
believe it was the first—tz'me ever that the group gave a sabbatical to an emP[gyee to work in another
company. Two _years into the new job, 1 bad about ¥4 crore. But, more impormnrb, I wasn’t enjoying
the role of an advisor.

When 1 left aT Kearney, my dad and mowm were stunned. My parents went with a ‘vengeance afrer
both my sisters and my wife saying, “What bas gotten to bim? He bas two kids and no job.” I couldn’t
afford mgyt/:ing when 1 started Lemon Tree. 1 used to pay m_ysebr a salary af %10,000. My wiﬁz was
earning ti)en, and it was ber sa[my that ran the bouse.

I was still tbin/({'ng of ctcl)ie'ving wy fimmcia[ goﬂ! as 1;_1) then RBIs interest rates bad come down
to 8.5%, and 1 now wanted an inf lation l:ea’ge. At AT Kearney, anong other tl:ings, I bad done
extensive research on the laospim[t'gy ina’usrry and realised that there was no mz’a’—market botel in
India. So tkougfat I would build one with my 4 crore and that will be my inflation foedge. Call it
civcumstances, timing or ca[[ing, a frt’end af wmine ]mppenea’ to tell e there was a quarter acre P[ot
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LQ/MO“ TVQJQ/ OPQ/ﬂS 'POV bﬂSiﬂQJSS available in Udyog Vibar
in Gurgaon ﬁ:r %1.25 crore.
I went to see it ana’fe[[ in
love with the location.

I lqzew that, in lndia,
ﬁ)r a mia’—mar/@t hotel
to succeed, | needed the
rz;gbt location, The Pub]ic
infmstructure would never
be enougf: to support mass
transport. Second, Indians
love service, so un[t‘/@ in
the west where in the mid-
mr.zr/(gt the cost af service
is f)t;gb, I was Particu[ar
that the hotel should be full
service. So, the only trade-
off would be in the a’est;gn
and cost per roome. So, |
a’es{gned the first botel with
50 rooms and P[anned to build it in 37 crore, inc[uding the land cost. 1 was wrong. At the eleventh iﬂour,

when 1 fe[l short, fmving gone over-Eudget, a few frz'ena’s put in money. One tf)ing that still mnk{es is
tfmt, when 1 started Lemon Tree, a lot af my friends put money into it and made tonnes out of it. But,
wiy parents didn’t put in one .lmck: My sisters tell e that 1 should let it £0, but 1 can’t seem to.

EEY

I was fortunate as two tkings occurred: one, a bunch of Peop[e who bad worl@d with me in the Tatas
and Taj jumped sl:u'P. 1 reali[y value it when Peop[e give me their time zma’, wore t'mpormntb, their
be[ief. Tr’?_ey believed in me: 1 just bad a quarter af an acre and a ]{ew crore. No Ltg dream and no btg
idea. But these People too/(_a major career rt's/(..

The first g who came to me was the security manager of the Taj Palace, when 1 was the oM, and 1
didn’t /qzow bim very well. He said, | want to wark_witb  you. Another guy was a a’epu_ry cfot'ef engineer.
Omne after the ot]:er, 10 peop[e came. So, three tl:z'ngs tf:ings fe[l in Place: the model warl@d, 1 got a
bunch of young and talented Peopfe and, third, it was the top of the gc[e ﬁ:r the botel sector.

However, | bad anb put 3 crore in the project and kfzpt aside T1 crore as risk.mitiga.tz'on. For
balf a crore, 1 baugbt one-third of a little farm in Ci:lmmrlbur, with my Sawai Madbopur friends
— Sunny, and Arindawm — c!:zpping in %50 [ak‘fs each. Ten  years later, Sunny bougl‘ot it fram us
for 220 crore. A lot of Peop[e told me it was a brilliant investment and 1 reP[t'ed, it is the worst
investment | made in my life. If 1 bad put it in rmy business, it would have made anywhere between
3400 crore and 300 crore.
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SECRET DIARY of an entrepreneur

The first botel did P’Denamenﬂ[b well and, in the second year, it gave me 1009 return on caPitzzl.
1 had invested 79 crore, it gave me bzzckiS crore, o it was close to 100Y%. So, my team egged me
on to bui[cl a secona’ Propert). I bougbr anatf:er smr.z[[ P[at in Gurgaon, ina Pulz[t’c auction, nmc[
guess what it fetc]:ed me — 809 return on cdpim[ in the second year. What begmﬂ as an exercise in
inf[ation /vea’gt’ng soon turned into an entrepreneuria[ drive. It was around this time that we raised
private equity from Warburg Pincus and later from Komk_ Realty, Shinsei Bzmkand APG. Now, we
are Publicb listed.

As we grew, we ﬂzced headwind of bureaucratic corruption. | was clear that 1 will not pay bribes,
instead we will excel in execution. So, normall) L, d bribe will get_you aPProva[s in two months and
the botel gets built in three  years. We
said we will mke Six months to get the
aPPro'val but we will build the botel in
il mrmm = T. - one-and-a-balf years. So, with time to
t"' P =t 1 marl@t, we will be best in class. sz[igy

N

will be best in class and cost per square
foot will be best in class. Yet 1 bave bad
to fend off pressure but 1 overcame it
ny way!

It was May of 2004, when the first
botel was inaugurated. There was a
small coffee sbop in the fronr, a small
gara’en, and in between 1 bad built a
swmall Swimming Pool, which cost we

z10 [akfa. One weekaﬁ:er we opened',

a jeep with a red beacon entered the

5

Coping with a purmi'l- vaj
compound and out came a Luwy with
crossed bandoliers, and two guns. As it turned out, be was the water inspector, a sinecure given by the
government. The water inspector’s job is to approve all water bodies, incfudt‘ng swimming Poo[s. How
a’ifficulr it is to do business in India is evident from the fa,cr that a law introduced in the 1880s fgy
the British a,fter a drouglat bad bit Punjczb coutinues to be in practice even azfter 120 years!

The afficer was a nepbew af a prominent pa[iticmn and bis onb jo]o was to go and collect bribes 19)
l’:ookor croak: He told the oM that we bad to pay 35,000 a month or we wouldn’t be able to run the
botel. 1 told the om, “Askt/oe guy to come Backafter a month.” Few days later 1 went to the property
and swam in the Paol to my beart’s content. Having done that 1 told the smff; much to their sbock, to
drain the water and fi[[ it with mud. When the inspector came after a month be was surprt‘sed to see
that there was no Poo/ . When be learnt what bad kazppened, be told the oM, “Are you guys wmad. You
blew up [akhs just [t‘/@ that. If you would bave told me, 1 would have settled for even 71,000.” For
we, it was a matter af value and 1 bave fa:ced enaugh such obstacles over the > Years.
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It took_me nine years to get ﬂppra'va[s to build nzy first botel NhQ/ﬂ 'AQ/YMA{'OlOgg
in Mumbai. 1 bad bouglvt the [andﬁr 250 crore in 2006 and ngzltleA s [
got the approva[ in 2015/ Since the carrying cost doubles every brand name!
five years, the opportunity cost was 150 crore. It would sound
foa[is.lj but 1 did not pay a sing[e rupee as bribe. The Prab[em
is that corruption in India is institutionalised since the laws are
geared towards extortion and not to fczci[imte. Every law or
regu[ation intersects in a way t’mt, very often, tf:gy contradict
each other. The onb way out is for the law enﬁ.wrcer to say,
“Okay, 1 will look_the other way.” 1t’s a sad reality.

Even as 1 was bui[ding ny first /:ore[, I /szr in mind a simp[e
rule that z'fI bad to sell the business, it should be easy ﬁrr
anybody to buy it. | remember going tkrougb the Oxford Eng[isfy Dictionary. Every mgkt [ used to
go tbrougfv 10 pages, and fimz[_[y cawe up with 1,800 nawmes. 1 brougbt it down to about 100. Then,
down to 18. Then 1 called my close friends, about 10 of them, who were all executives in various
cowmpanies, inc[uding, Avindam. 1 said, “These are the brand attributes, and bere are the 18 names.
Let’s discuss it.” A fen: of thew: were in advertising and so on. Finally, we selected “Lemon Tree’, @

Interesting[y, when 1 launched our economy brand, the name was an outcome of my daugbter %
ingenuity. 1 bad eczema and 1 went to a very wel[—known dermato[ogist who gave me some lousy
medicine — cream with steroids in it. So 1 used it ﬁ)r a_year, and unfartumzte[ , I went to anotber
doctor who told me, “Are you crag y?” But by then, my s/q'n bad thinned to one quarter of the normal
tf:t'c/@ess. So basically, 1 turned very red. She was a 1@:1 then, and bad started ca[lt'ng me ‘red fox’.

So when 1 needed a name for the econonzy ]Jote[, I Prompt_fy called it Red Fox. Eveglaacgy Pmmedr it:
“It will be used onb b) Indians. Aur wob Hindi mein /Qzl,?enge lal lomdi. Can . you say Lal Lomdi is a
. botel company?” 1 said, “Bolne do. De/q’m jayega.” Now it’s
S ﬂfkg, LQ/MO“ Tree's successful and everybody says it’s a great nawe.
{!:VS{" viw-okairma\n! My fon_zy into business also ﬁ)rgea' several new re[ationsbips,
one af which is the canine kz‘nd . My ex—wfﬁz loves dogs, and so
do wmy k{a’s. My son, who was still very _young, one day cawme to
see me in my offz’ce, which is on the ft'rst _ﬂoor at Safa’arjung
Enclave. He claimed a very small pup, who could barely
wa[/Q bad ]‘b[[med bim for one /Q'[ometre from the Park_and,
therefore, was naturally meant to be our pet. This was total
bullshit, of course, as be bad carried the pup all the way to
the office. The dog was given the name S[mrb, and was put
under the staircase of the bouse.
Owe fine day, she dimppedred. After a week, our gmtrd'
Babadur ﬁmnd the C[og r’mnging around a dbaba. Once
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SECRET DIARY of an entrepreneur

back., the bond turned Persona[
and, finzz{[y, Professt'ona[ with
Sparb foining the company as
an emp[cyee and later went on
to become the vice-chairman!
1 introduced ber to the board
saying the dog was second in
command, and tbgy qm'te lt'/@a’
the idea. She wouldn’t sit on
the ckair, but she was there at
the meetings.

She Passed away a_year ago.
Now ber EA is being groomed
to m/@ over. The (]na[ibing

criteria are three: an .czbt'[it)

When specially-abled is an asset

to wag a tail entbusiasticall; i
because zf you can’t mzz/@  your
presence felt, then you're not a successful dqg. Two, it nust be a mangrel . The third 1 [aok for
is a very Peculiar féature — the [engt’: of the mu{{le. So basically, a faxis/p [aok_czs we’re a
family of foxes!

Warren Buffett was once azs/@d, “What ma/@s - you the world s smartest, most successful investor?”
He very se[f-deprecatingb said be was the winner af the ovarian [otteg. It made me pond’er what about
the losers of the lottery. You are never born to the wrong parents, but you are certainly born in the
wrong P[nce at the wrong time and [ack_tke opportunity.

In 2006, when Warbw;g Pincus invested T280 crore in the conpany, which was a f:ecftaf lot af
nmoney ﬂ)r a25% stake, I was fee[z‘ng absurdfy gmreful to God. 1 didn’t /{'naw bow to reciprocate. |
didn’t want to build a temple or do some cfmri;y. 1 wanted to give back to society. | remember te[[ing
one of wy co[leagues to bire two deaf bgys and give them a job in the k{'tcben—was]:ing department,

I forgot about it, as, in ny wmind, it was ny way of saying t]:nmbou to the society at [czrge. A couP[e
of montbs later, a lady came to see me with a bouquet. Her eyes welled up as she said 1 bave come to
invite you far my son’s wedding. As it turned out, she was the mother af one of those two bcys. I didn’t
/Q«zow better at that time that, if you are born deaf, it’s a cruel loss of faculty because you also don’t
spea/(_since - you can’t bear yourself. That’s why they are /Qw"nm as mute. It was an eerie f[asbback_to
Russsi Mad) and the two bgys. The onb reason this bty was getting married was because be bad a job
with us as a /tfrcben washer.

There are about, 1 would recl@n, 10 to 12 million such Indfﬂns, of which less than 100,000
are emp[@zeo{. So, it was enormousb inspiring to bear the story af our emp[cyee. Call it the law of
unintended consequences, today we bave over 1,000 such peop[e in our system, We want to quaa’mple
the number by 2022. Empl@zees love ir. 1f you read our empla)/ee ]@edbac/& forms and surveys, this
recruitment Po[igy isa fauge Eina’fng factor. Tr"Jgi also love that t]:rgz bave to learn, sign [anguage
mana’atorib. Every manager at Lemon Tree bas to learn the sign [anguage. We don’t do it as c!mrit_:y
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because that does not lead to a [t'fe of alz'gm‘yy. Umz clear that we will Pro'uide them jobs and redefine
roles in such a way that their a’isabi[i_ty is irrelevant.

Tl’:*e company is growing very fast mzd', gyPim[l , In our business, there are tbree types of Ioote[s.
Old botels which are stable and are earning roney, new botels which are Ereakf‘ng even or
[osing nwioney, and just built or newer botels, which are [osing money, because the revenue bas
not caugt’vt up with expenses. So there bave been times when weve bad a negati've cash f[ow,
especid[b over the past 10 years because when 1 openea’ Lemon Tree, between 2004 and 2007,
it was the top of the gc[e. In fact, the botel ina’ustg was doing so well that a lot ofp[cyers
ramped up supply. So supply in India grew 5x over the past 15 years, or a cAGR of 17-18%.
Demand, which grows in Ina’t'a, is about 129%. So every year, the demand was less than the rate
of growtfp of suppb.

As occupancies came down, botels bebaved Irmtionalb. DPrices came down and, tf:ereﬁ)re, every

_year, on an average, revenue per botel was going down éy a few percentage points. Expenses were going
up with inf[cztion. We were in [ass—md/@'ng territory. I was very clear that we need to reach a scale at
w/vic]:w, at the rt;glst time, we could Juice it.

About seven to ez'gfpt _years ago, it was rea[_[y the bottom of gc[e and 1 bad a conversation with our
top 10 Peop[e. I said we bave two choices. One is that we azsk 50 peop[e to go or we all m/@ a salary
cut. So r/:gr said we’ll ta/@ a m[a,r) cut. 1 said, as the leader, 1 will m/@ a 50% m[my cut. You
guys will ml@ 25% cut and everjboq’y else will m/(_e a 10% cut. I sent a circular the next c{c_zy that
everyboq]y in the company bas to agree to this and then 1 won’t bave to as/&aiybacfy togo; I exp[at‘ned @
the rationale. But 1 told them, bere’s the deal: When the company does well, Ull return what 1 bave
cut with an interest rate of 12%. So about a)ear—ana'—a—fml:f[ater, Ipaid %10 crove faappil 4

A person’s time is the one tf:ing that is limited in this universe, r{gbt? If God bas given me 80 years
and, t'f samebocéﬁ is going to give me 15 years, it is 20% of his or ber life. That has far wmore value than
any investor giving me $1 million-2 million. Sure, tfygy bave every rz;gbt toget a fa,t'r return. But the
first category af sml@fao[der that bas to be m/@n care of is the emp[gyee, then the guests. So th bave
Imp}y emp[yees, 1 will have bapfy guests and, tf:erefore, fmpp sharebolders.

Just beﬁare I went Pub[ic, I was in Mumbai, and ca-incidenta[b I got a message fram KK saying,

“What'’s up? What’s bappening with_you?’ So 1 went to bim and it was a great reunion. He was very

N\g ke/g +o success!

bappy and proud of what
Lewon Tree bas achieved
though we are about balf
of Taj in size and marl@t
cap. He was jo/q'ng with me
about it and said, “You
never wanted to be cEo,
MD or chairman of Taj.”
And 1 said, “Not really.”
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SECRET DIARY of an entrepreneur

When 1 left the Tatas, it was not
that 1 bad myrf:ing against them. 1
still love the group. 1 still love their
values. 1 love the Peaple there. 1t is just
that 1 bad cbanged. As ] said', it was
never for the money, other than that
inflation beafge. Ewven now, 1 tell my
/q'ds, Nayana and Aditya, “Listen, my
big fear is, you'll feel entitled.” Both nzy
kids said, “Give away whatever you've
made.” So, they are both discussing
with e on bow to create a trust.

As the [argest and the contro[ling
sharebolder af Lemon Tree, it’s nay jo]:

to mal@ sure t;?d.t 'FD.FJOB’UBY‘ replaces ' Naga.1A $ AAi‘I'gﬂ b@ing

e maximises value for emp[tyees, guests,
Lgovernment, society and sharebolders. And, 9"°°"‘°’J---“+ PQ/VSOﬂdl Q/XPQ/ﬂSQ/
I down’t rkinkm) kids are the n;gkt Peap[e for
that. My sou is on the board as a Promoter—sbareko[der, but 1 don’t P[czn to Pdck_tkis board with my
ﬁzmi[) members.
I brougfnt mwy son bere ﬁ)r nine months last - year as an intern, and 1 Pm‘d bim a sa[ar) out of
mine. | didn’t let Lemon Tree § 2% bhim, because that’s a re[atea’—[mr;y transaction. My ddug/)ter
is interning with me for the same reason — to l@ow what this
60“ 4+?/ company is all about. Again, 1 pay ber sa[mg/. I don’t see
x\@/ . P;— . the next CEO as someone related to me.
. = l” g I view life the way Socrates did. When the Atbenian
: /O/ assemnt _[y, which was the cradle of a’emocme_:y,
e banded over a death sentence to the Pbi[osopber,
it was decided that Socrates bad to /QH }Jimself.

Even in Iais dyfng HOWENLS lae as/(gd I:vi: close

a’fscip[e to note the fee[ings that a buman
underwent after consuming poison. When be was
about to shut bis eyes, be said, “Crito, we owe a
cocl‘to Asc[epz’m; pay it and don’t ﬁ)rgerf’ It goes
to show this magmficent indszerence towards li e,
and that notf;ing matters u[timateb. He was /{{[[ed
for impiety but be showed piety. Uiz not saying be a
nibilist, but at the end afit all, ]zﬁ: is but a Journey. @
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