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n 2000, Susir Kumar was a rising

star at HDFC. He had already be-

come the youngest general manager

and was company secretary head-
ing the ‘risk and collections’” function.
Akhil Gupta’s star had already risen
in 2000. He was in the inner circle of
Mukesh Ambani’s business empire. He
was giving shape to Mukesh’s mobile
telecom ambitions and was the only
Reliance executive to have stayed at the
then Mukesh Ambani home, Seawind.
Kumar and Gupta’s lives had no reason
to intersect.

Call it chance or fate that made
these individuals meet, but now their
partnership may become a minor case
study in how entrepreneurship and
hardworking risk capital can create val-
ue for employees as well as sharehold-
ers. Kumar and Gupta joined hands
in 2007 when Gupta’s firm Blackstone
backed Kumar and his team’s bid to buy
Intelenet, a business process outsourc-
ing (BPO) company from Barclays.

Now, Intelenet has delivered Gupta
his first multi-bagger. Blackstone will
make three times their invested capi-
tal from the sale of the company to
Serco. Intelenet gets the backing of the
cash-rich Serco to expand. Kumar and
a large chunk of Intelenet employees
— about 400 — stand to make close
to Rs. 470 crore from this transaction.
“It is very satisfying. We created 13,000
jobs, expanded Intelenet’s reach from
one to seven countries, created signifi-
cant wealth for top 80 members of its
management team and in the process,
provided attractive returns to our LPs
(Limited Partners),” says Gupta, senior
managing director and the chairman of
Blackstone India.

What makes this deal special is the
symbiotic relationship between Black-
stone and Intelenet. Blackstone needed
a team which was mature, risk-taking
and yet humane. Kumar and his team
needed the hard yards that the Black-
stone staff offered to make sure that
Intelenet became leaner and more ef-
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ficient. Blackstone created the condi-
tions that helped Intelenet win more
business. The intense sales effort has
increased Intelenet’s revenue four
times over the last four years. And
most of the increase has happened in
the years that coincide with the credit
crisis and worsening business condi-
tions in the western markets.

When Blackstone invested in Inte-
lenet in 2007, India and the world were
in the middle of a bull phase. Black-
stone pumped in close to $180 million
for about 90 percent of the company
valuing the entire firm at $200 million.

Touche!

They paid approximately three times
the revenues. That decision looked like
it would end in tears as time went by.
After 2008, the BPO sector was aban-
doned by investors. In 2009, Forbes
India’s story on Blackstone looked at
Intelenet’s peers like Genpact, WNS
and FirstSource and realised that these
companies had two-thirds of their
value. There was no reason to believe
Intelenet’s fate would be any different.
But Blackstone and Kumar turned
it around. Since March 31, 2008, Inte-
lenet’s valuation (basically the amount
at which Serco has agreed to buy Inte-




lemet) increased by 247 percent while
the valuation alb its publichy traded
i — FinstSoarce, WS and EXL —
declined by 54 percent, 32 porcent and
2.3 percent, respectively. lisdustey ana
lyeas say that Intelenets ERITIN, mir-
gin ol 20 percent i among the higlvest
int the industry. Prior o Blackstone, its
EBITIDMA marging were 14 percent.

This happensd becaise Blacksinne
provided Enselenet with the things they
lacked =uch as the sales network. Inge
lemet had only cight sles people tring
o wim plobal busingss and one delivery
centre wiich was in India,

The Blackstone connection brought Intelenet
enhanced value. And now, the valuation
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This wasnt because Kimar of his
leam did not anderstand ke need for
it [t s just thar rthey lscked capital
Mome of the previsus ownern stayed
kg enaugh b belp latelenel. TCS, the
trst cwneer, divesied ins sake because i
felt they shauld have anin-howse BPO.
Barclays, which cane in 2004, wasni
sure of the repulator issues if they tried
and increased Intelenets global font
prme, A BECY operation, where a bank
has a larpe stake, can be constroed as
the hank operating through o prosey:

Hud l]chi.lil.t".he:iz.'imlﬂnrlnns. the gie-
flor team bailt a very entreprenciirial

The Power of Two: 5 Ko inleenet
[c&knd Giifita o} — Ther parinsrshin Fas
paid 0T o esmployees and sharehakfen
culfure. A senior employes savs that
even whicn s Serco dead comsumed
the b management’s time, those whi
were a level bebow, trak commercial
hsiness decisions.

20 wihen Blackstome braght into K-
e &l his leams viston . 2007, they
apgreed Lo large number af emgployees
being oifered sode *They wone sur-
prized with our requess, bat | s seen
vt sharing of wealth can do to anar
panisation at HIFPC. Dieepak [Parekh)
IHDFCS  mon-execitive  chairmman)
snzured that even peons had stock op
tons and these peeple teated the com
pany like their own' ssvs Kumar, CEO
& MDD, Indelenct. This Hrp conlanued
Imhelemiet's et repreniuria culiare

And then  Blacksione appoanked
Patrick Bonrke. who had warked with
Peron Systenss anid EDS, 1o spread Tn
tedenet’s mcssge among Blackstanes
pontfolie congpanies. As it came from
a credible suurve such as Dourke, Apria
and Travelport decided tn grve busi-
i b0 Inlelenet. This kick-sarted the
revenue climb. The myvestmient in zales
network was also increased shrmsalia-
necusly. Today, Intelenet bas 41 salen
people. And at present, almaost 25 pes-
cerl ol Entelenst® revenies caitie from
Blackstanes portfodin conspainics

People familiar with the situation
believe that in the future, almosl &0
percent of Imtelencts additional rev
enues will come from Blachstone com
panies. 5o the haly irinity of a private
aqikty Irsesiinment — capital, operating
achvice snd incrmse in value have
mrodited gh assecEation

For Euimar and his team, this iz the
envd of &l bousl a phase of their entre-
premurial journey. They are now a pan
of & lange corporation. For Gupta, this
may jusl be Lhe allirmation of his helied
ancl his method that can create similas
valuwe in hix other majorey ineesimmenls
like Muorarji Geakaldas and Chi5s m
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