
REVEALED: THE 30 BIGGEST LAW FIRMS IN THE LAND 

Know which way business is heading. 

HOW RUSLAN KOGAN GOT 
UNDER THE SKIN OF THE 
BIGGEST NAMES IN RETAIL 

0 

• 

THE ART OF MANAGING UP 
Keep one step ahead of your boss 

RETAIL RENT REVOLUTION 
Get a better deal from your landlorc 

THE BAMBOO CEILING 
Why there are few Asians on board~ 

SMART TALK: MARK HOURIS 
How to build a great team 

Sep:ember 15-2 1. 2011 
S7.95 (h; GST) 

www.brw.com.au FINANCIAL FIREPOWER: HOT ROCKS: THE BUSINESS 
HOW INVESTORS CAN OPPORTUNITIES FOR 
SACK OVERPAID DIRECTORS GEOTHERMAL ENERGY l~~~~]ij(rfOOJ 11~11i ._________ ______________ .... 



COVER STORY 

? 
II 

Love him or loathe him, Australia's loudest online retailer has plans for 
nothing less than global domination. Electronics boss Ruslan Kogan is 
changing the rules and making money- but critics say his self-belief 
and pragmatism won't fuel him for the long haul. Report Kate Mills 
• The headquaners for Kogan - the electronics 
retailer that wants to take on the big guys in the 
shape of Gerry Harvey and JB Hi-Fi - is 
surprisingly downbeat. Buried on a suburban 
street in Albert Park in Melbourne, the only way 
to know you are at the beating heart of one of 
the best-knO\"'Tl online enterprises in the country 
is a piece of paper stuck on the glass with 
"Kogan" typed on it. 

But despite the unprepossessing air of the 
building, it's from here that 28-year-old 
immigrant entrepreneur Ruslan Kogan is intent 
on building an empire that he hopes one day 
will be as well known as Sony. 

Elecn·onics retailing is not the glamour end 
of business. It's redolent of ugly containers 
stacked in warehouses and involves delivering 
big-screen TVs in huge amounts of packaging 
around the country. But as must-have consumer 
goods for every household, electronic retailing 
can deliver two things to those that excel at it 
fame and fortune. 

Some of Australia's best-known names. such 
as Dick Smith and Gerry Harvey, found both 
those things by being very good at selling 
electronic goods. Now Kogan - with his self· 
designed and branded range of electronic goods 
- hopes to travel rhe same path. 
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He's ccnainly been very good at the first part 
of the equation: within an aswnishingly short 
time frame and for very liule money he's made a 
good starr on becoming a household name. 
Kogan is an entrepreneur for new media times -
he's a master of using social media lO spread his 
brand, his name and his product. Bur he's also 
been pretty savvy with old media, too, using 
Seven Network's Today Tonight show ro great 
effect to advertise cheap television deals. 

Marketing experts heap on the praise. Mark 
Ritson, a branding expert who has worked with 
LVMH, I Ionda and PepsiCo, says Kogan gets lots 
of good awareness in a way that works for his 
brand for a minimal budget. "Everyone forgers 
that brands come from people," he says. 'To 
brand means ro burn the mark of a founder on a 
product and he deserves credit for doing that in 
a short period of time." 

In fact, he's had so much success with this 
that the majors don't want to talk about him- at 
least not on record. Last year Gerry Harvey 
made the mistake of taking a swipe at Kogan on 
Today Tonight but now he acknowledges that 
every time he comes up to talk about Kogan, all 
it docs is give the new entrant more exposure. 

Kogan has developed a customer base by 
being fast and cheap. There arc one-quarter of a 

million customers in the Kogan community and 
the number of products he sold last financial 
year was up 264 per cent on the previous year. 

Essentially, his team tracks consumer demand 
on the internet and act accordingly. For 
example, when they see that lots of people are 
browsing for televisions with built-in personal 
video recorders they make a prototype at Kogan 
HQ and send it to China for manufacture. 

"We were the first in Australia to put a PVR in 
every single one of our TVs," claims Kogan. "We 
see whm people are searching for and from that 
we can make small modifications or a whole 
product range." 

It's not innovation as you see coming from 
Apple, but it's fast and responsive to consumers 
and there's certainly a demand for cutting-edge 
products delivered at a value price. 

Follow the online threads on websites such as 
whirlpool.net.au and you see Kogan has as many 
supporters as he has detractors. The quality of 
the products is continually under question. 
"Kogan are cheap Chinese TVs built ro hit a 
price point for tight-fisted cusromers," says 
batjac- bur most of the threads fin ish along the 
lines of someone saying that Kogan's products 
are cheap and you get what you pay for. One 
Continued on page 20 





RUSLAN'S TOP 5 MARKETING TIPS 

Tip #1: The "best price" is the best viral marketing 

tool yet invented. Nobody wants to spend more than 

they have to on anything. 

Tip #2: A lot of start-ups fail. Every business has a 

story to tell. Be sure to explain your competitive 

advantage and value-ad proposition constantly to 

your customers. 

Tip #3: Respect your customers- don't shout at 

them. Engage in meaningful two-way conversation to 

ensure you can deliver exactly what they want. 

Without your customers, you have no business. 
Tip #4: Don't be scared to say it how it is. The truth 

always prevails. 

Tip #5: Use technology to target the right customers. 

Don't waste everyone's time by trying to sell to 

people who are not interested in your products. 

Continued from page 18 
online commem summed it up by saying that 
while you might not buy a Kogan TV for d1e 
lounge room, it was perfectly fine in the kitchen 
or in the kids' bedroom. 

Frankly, his rivals can't stand me fact that he's 
making so much noise with what they perceive 
as lower quality products. Last year Harvey gor 
so worked up during a phone call with The 
Sydney Morning Herald that he called him a 
"con", stating mat his products were "unbranded 
shit- it's not the quality product''. However, 
despite the vitriol, they have to admire how he's 
done it and admit that he's been pretty smart in 
going from zero to online hero in five years. 

However, it's still an extremely long way from 
a suburban office in Melbourne to the giddy 
heights of being a global name like Sony - and 
Kogan's Achilles heel may well be the debated 
quality of the products. 

While Kogan makes a lor of noise, you have to 
get his operation into perspective - while he 
posted a $23 million turnover in Australia this 
year, Harvey Norman and JB Hi-Fi made sales of 
$6.8 billion and $3 billion respectively. Then 
when you talk about Sony, you move into a 
totally different division. The Japanese company 
is the fifth-largest media conglomerate in the 
world, with revenue of $US87 billion last year. 

While Kogan is quire happy to admit mat he is 
a budget-based brand, marketing and brand 
experts question whether a global brand can be 
built purely on price. Ritson says Kogan has a 
strategy of "linear positioning" mat might drive 
rhe brand into a cul-de-sac. "There is room for 
different kinds of brands in the market- you 
don't have to be a Chane! or Apple to be 
successful," he says, pointing to budget brands 
such as Jetstar and Ryanair that have built a 
brand name as a budget service. 

But it is, he says, difficult to sustain. "Being 
low price will work for one player in me market 
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but what you do with brand is you try to move 
away from price because it is more sustainable
what do you do when someone comes along 
that is cheaper - and there is always someone 
who is cheaper." Brands based on something 
other than price, he says, are a better bet. "Coke 
might not be the cheapest or me best but that's 
not why people buy it." 

Kogan's response is that he innovates on many 
business fronts, not just price. And it's fair to say 
he has an innovative approach to problems. 

What many small companies like his struggle 
with is access to capital. In the past, when he 
went to banks he couldn't get a loan at the level 
he wanted. 

"We could have got loans from banks but not 
at the numbers that represent me growth of our 
business," he says. 

Nantrally he could have looked to investors, 
almough most budding entrepreneurs are loath 
to give away equity. Instead, what Kogan has 
done is look to customer finance through 
LivePrice - a mechanism that encourages 
customers to pay upfront and thereby finance 
the business. LivePrice offers customers a deal -
they can get a discount for buying goods early in 
me manufacturing and delivery process. 

After a year, LivePrice accounts for aboU[ 
30 per cent of Kogan sales, which is where he 
says he wants it. "What LifePrice has done for us 

INTERNATIONAL PLANS 

So far in terms of going overseas, Kogan has 

focused on the UK market but he has Singapore, 

the US and Canada in his sights, with the aim of 

being in Singapore by the end of the year. 

In the UK, he made news with what he termed 

a "cable con", saying larger stores charge up to 

£100 ($151.60) for a high-definition multimedia 

interface (HOM I) cable, which he sells for £4. 

The story was picked up by the mainstream 

media such as The Oatfy Ma•t, which quoted 

Kogan as saying the big reta il giants, such as 

John Lewis and Currys, which stock HOM I cables 

costing up to £100, "should know better". 

He offered a free HDMI cable to anyone who 

bought a new TV from either of these two chains 

Marketing expert Mark Ritson is very sceptical 

of Kogan's overseas strategy, saying he could be 

going too fast for his own good. "He's got a 

brand awareness of 10-15 per cent in Australia 

so there are lots of local customers he hasn't got 

yet- I think going to the UK at this stage is 

bonkers. Brands weren't meant to be stretched 

within five years of creating them into different 

categories and the problem that will bring him 

down is growth - growth kills brands quicker 

than anything else." 



c::s neam that we ccm grow infinitely, without 
~e :1eed for investors. Everyone is a winner
:;u ..r give the customers a larger saving for paying 
:o::- :: upfront and we have also reduced our 
.::- emory risk- we can predict orders better and 
,=ow what we want to manufacture." 
~e has also created a vertically integrated 

J~iness by financially backing a PR firm, Click 
PR. which creates the media space for him, and 
backing a logistics operation. Frustrated by what 
he saw as the inability of established logistics 
players to deal with the requirements of online 
retail. his response was to establish eStore 
:.ogisrics with a friend, Leigh Williams. 

··we had been through 20 warehouses and not 
a single warehouse could do what we needed," 
2e says. "A lot of third-party logistics companies 
are about storing pallets and delivering them to 
scores a couple of times of week." 

In contrast, Kogan was looking for thousands 
of items to be dispatched daily and tracking 
:-~umbers recorded. "No warehouse could 
understand this - we would be like, 'hey guys, 
you haven't sent us the tracking numbers' and 
ihey would say 'we'll do it tomorrow'. Bur this is 
crucial information for an online business - we 
need to know which customer gets which TV, for 
warranty purposes." 

Logistics and supply chain specialist at 
Deloitte Andy Powell says Kogan is right at the 
cutting edge in creating his own logistics 
capability. "The nature of physical fulfilment in 
retail has been a bulk shipment in pallet or case 
quantity to a retail outlet where it is 
disaggregated," he says. "That's because of a big 
push to increase margins, so the supply chain 
has been created to operate as a high
performing bulk operation. However, for online 
and multi-channel retailing the supply chain 
comes into the home. You need to parcel up the 
product as though you were in a store and big 
bulk warehouses aren't suited to that level of 
individual ordering." 

All this points to an online retailer who is 
gearing up for big things - the question is 
whether he can achieve them. Talk to Kogan and 
you see that what fuels him is not only 
incredible self-belief but also a philosophy that 
lends a coherence to his thoughts and his 
approach. Kogan declares himself an objectivist, 
following the philosophy of Russian-American 
writer Ayn Rand - who founded a philosophy of 
rational individualism, probably best described 
as an offshoot of libertarian and individualistic 
philosophies. Rand, who is best known for The 
Fountainhead and Atlas Shrugged, is easily 
dismissed these days but at her peak in the 
1950s and 60s she had some powerful followers, 
including future US Federal Reserve chairman 
.-\Jan Greenspan. 

Kogan is part of what he terms a "think tank", 
which is "a few close friends who are libertarian 
free thinkers". The one thing the members all 
supposedly have in common is that they have 

RUSLAN'S 

TOP 5 LIFE TIPS 

Tip #1: Try to be happy. 

There is only one 

person in the world who 

truly knows what makes 

you happy and only one 

person responsible for 

making you happy. 

Tip # 2: Be accountable 
for your actions so you 

can keep learning and 

improving. Don't make 

excuses and lie to 

yourself. If you can't 

trust yourself, tip #1 will 

be very hard to achieve. 

Tip #3: Accept reality for 

what it is. No matter 
how much you try to 

fudge reality, it will 

always exist. 

Tip #4: Contrary to 

social hype, it is OK to 

judge people and 

situations. It separates 

humans from animals. 

Tip #5: Be good to 

your mother. 

read these two Rand books, both of which 
journalist Christopher Hitchens calls 
"n·anscendently awful". (Kogan later admits that 
he hasn't read the hefty Atlas Shrugged. "I take it 
on holiday with me but I'm not much of a 
reader.") 

This adherence to laissez-faire capitalism 
explains much about Kogan's approach and why 
he thinks market activity needs only minimal 
regulation. On things such as product 
stewardship, where TV importers will have a 
whole-of-life responsibility for products, he 
thinks legislation just isn't required. 

He's a fervent believer that the internet has 
created a more transparent world, where all 
parties are equal and so the need for the state to 
intervene has been reduced. "There is no greater 
watchdog than word of mouth these days- you 
can find out about any brand on Google as to 
whether it is a company worth interacting with." 

That libertarian streak applies in the Kogan 
business, too. There's no formal training at the 
company, Google is the major source of learning. 

Will he get there in the end? Who knows
while many dismiss him as an arrogant minnow, 
you can't ignore his achievements. As a 
Fountainhead quote on one of his favourite T
shirts goes: "The question isn't who is going to 
let me; it's who is going to stop me". Let's take 
that as a declaration of intent. llRi\" 

RUSLAN'S TOP 5 BUSINESS TIPS 

Tip #1: Ensure your business has a clear 

"competitive advantage" and "value-add to the 

customer". If it doesn't then you need to develop 

these very quickly or shut up shop because 

you're wasting your time. 

Tip #2: Embrace innovation. Don't stagnate. Even 

if your business is doing really well, you should 

always be looking for ways to improve. Our 

internal mantra at Kogan is: "We live technology. 

There is always a better way." 

Tip #3: Values are very important to any 

organisation. A lot of organisations have very 

fluffy values, which they publish. The real values 

in any organisation are demonstrated through 

the people they hire, fire and promote. 

Tip #4: Empower your team. At Kogan, we 

believe that training courses are for people who 

want to look like they are learning. Google is for 

people who actually want to learn. Nobody has 

ever not been able to solve a problem or learn 

what they need to through a Google search. 

Tip #5: Spend less time talking and more time 

doing. We live in a fast-paced business 

environment- there is less and less space for 

bureaucratic meetings and processes. Act fast 

on your ideas. 
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