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Hi friends, welcome to course on Entrepreneurship. We have considered several aspects of
entrepreneurship in the past including the role of technology in structuring entrepreneurial
initiatives. In this session we will focus on one of the very important topics of entrepreneurship
that is successful entrepreneurship. This topic pertains to raising finances for start-up and

entrepreneurial firms. Why is this topic different from what happens normally?

The difference between entrepreneurship of the previous periods and the new age
entrepreneurship or start-up is boiling down to one factor. In the previous generation of
entrepreneurship to ensure that the finance are more or less tied up before one embarks on the
entrepreneurial journey. So, if one were to setup an ancillary unit for an industrial undertaking,
there would be a market research done, there would be contacts with the original equipment

manufacturer.

There will be discussions with the bank. There will be a kind of debt equity profile developed
and then every other issue like development of the product or ordering of equipment for the
facility or taking up the land for the facility, understanding where to locate, which industrial zone
is the most appropriate one; where do the government policies are helpful. These are factored in
a kind of multitasked way before entrepreneur starts his or her venture. That was the regime in

the past.

But when we today look at the new age entrepreneurship or the start-up domain, it is the
germination of the idea that is the trigger for entrepreneurship. One does not really wait till the
finances are tied up; or the whole location and other issues are tied up before the entrepreneur
starts moving on the venture. So, that means there is a lot more risk taken mainly because the
ideas are very novel, they could be very disruptive and one needs to get on with the development

of those products or services based on those ideas.



So, which means the challenge for raising finances in a new start-up domain or in a new
entrepreneurial domain or significantly much more different and much more challenging than
they are in the conventional entrepreneurship. So, we will discuss some of these aspects in this

session.
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Entrepreneurial Odds

Odds are many in the entrepreneurial and start-up journey:

NPTEL

* conceptualisation of the product or service,
+ arrangement of finances,

* assembling of the team,

* establishment of the project,

* development and proving of the product or service,
* delivery of the product or service, and finally

+ earning of reasonable returns

These activities are both sequential and simultaneous, and often iterative as the
entrepreneur seeks to overcome challenges and leverage opportunities. Y
These core, critical steps in the journey of an entrepreneurial enterprise also need to
ANA
|

be consistent with the capabilities and potential of the entrepreneur.

While there may be little precision on when and how the challenge for
entrepreneurial journey ends, and the quest for enterprise sustainability begins, the
ability to raise funds that support growth is critical to entrepreneurial success.

-
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So, if you look at the entrepreneurship, there are several odds when we start on an
entrepreneurial journey. One is the conceptualisation of the product or service. Second of course
the core topic here, the arrangement of finances and that requires assembling of the team,
establishment of the project developed at least. And thereafter we will have development and
proving of the product or service, delivery of the product or service and finally earning of

reasonable returns.

So, this is a virtuous cycle by which any company has to operate in the industrial or business
domain but in the case of entrepreneurship we have discussed and we have again considered that
the entrepreneur typically would like to move on the moment the product or services
conceptualised and rest of the journey is powered by passion and whatever we have discussed as

the other points or the constraints or the challenges which the entrepreneur faces.

Therefore, while these activities, about seven of them, are sequential as well as simultaneous, the

need for raising finance comes as an overarching challenge in the entrepreneurial journey. So,



how do we really handle this? Because there is no precision as to when does the scalability from
an idea to a product begin. When does the need for sustainability in terms of generating your
own resources begins? But all through is very clear that one requires funding that is very critical

to entrepreneurial success.
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So, we have seen the product staircase in the past. We have said that there is an ideation phase,
there is a prototyping phase, there is a testing and validation phase, there is a growth phase and
there is an expectation of expansion and diversification. These are the 5 phases in which we can

look at the entrepreneurial journey.

Now, the great thing about entrepreneurship is that much as the financing of the entrepreneurial
journey is very challenging, it is also very evident in today’s situation that there are multiple
avenues of finance that are available for start-up compared to the availability for the earlier
generation entrepreneurs. So, typically they start from one’s own personal and family savings,
then one moves on to angel and seed funding, then one moves on to the venture capital several

series funding.

Finally, when you are in the growth phase to private equity funding and when you go to the
expansion and diversification phase a combination of private equity funding as well as initial

public offer. And there is nothing very sacrosanct or very right and rigid about how these fund-



raising initiatives occur. For example, there is a very clear link between ideation phase and

having personal and family savings to start the first sketching of the idea even first prototype.

Typically, angel and seed funding helps us do the prototype and by the time the prototype is
built, we are able to attract venture capital investors to come into the entrepreneurial firm and
then help us go with the testing and validation phase and private equity takes over when the
company is into growth phase. But there is also a possibility that this venture capital investment

can extrapolate itself in the growth phase as well.

Similarly, private equity funding can keep the company privately held for quite long period of
time. So, there is no hard and fast rule. But there is generally this kind of linkage that happens.
Several phases of the entrepreneurial journey are also linked to the appropriate phases of

funding.
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Macro Funding Scene
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The funding scene for start-ups has changed significantly for the better over the last five years.
NPTEL

There is a huge spurt in start-up sub-verticals based on disruptive technological and business

trends which have attracted increased funding interest.

Globally, the financing staircase for a start-up follows a typical path:

* At the ideation stage, personal savings and institutional grants

* Inthe prototyping phase, financial support from angel investors and seed funds
* Inthe testing phase, bridge funding by angels and venture capital firms

* Inthe growth phase, more structured venture capital funding in multiple series
*  For the major expansion and diversification phase, private equity investments

Start-up investment profile in India is no different from this approach: /
Nan
The size of each investment rounds has been scaling up,
reflective of investor confidence in the Indian start-up potential 10
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The value of deals has scaled up from USD 231 million in 2011

to USD 11 billion in 2018, representing a compounded 1208

annual growth rate of 25 percent Y L
~
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So, when you look at the macro funding scene, if you see at the statistics available, I will quote
two types of statistics, one type of statistics is between 2015 and 2017 and another class of
statistics is related to what we have about 2018 deals. The value of deals in the start-up space
have moved up from 231 million in 2011 to 11 billion dollars in 2018. This represents and year

over year growth of 25 percent, which is not at all a small sum by any measure.



(Refer Slide Time: 6:58)

Indian Start-up Funding & Investment Trends

Seed funding tends to be available from amounts as low as USD 50,000 to as high as USD 1 million
while equity funding tends to be available from USD 500,000 to USD 2.5 billion.

Over the last four years, each month the number of deals vary between 50 and 100 typically. There
tend to be ups and downs, and variations across stages, though.

In 2018, deal values and deal numbers reduced, although the trend remains growth oriented

The nature of participation is usually multilateral with several investors participating in various
rounds. Such participation also enables partial or full exits by early stage investors.

An important feature in India is the continued dominance of consumer internet and e-commerce
platforms which cater to regular consumer and consumption needs.

At the same time, healthcare, fintech, big data, logistics,
Cloud Saa$ products, and artificial intelligence
are emerging as hot areas.

In terms of locations, Bengaluru continues to lead the
start-up activity while Mumbai, Pune, Chennai, Gurugram,
and Hyderabad constitute the other locations.

And when we look at the start-up funding, funding is available as low, from a level which is as
low as US dollar 50,000 to a level which is as high as US dollars 2.5 billion. And over the last
few years the number of deals have been varying between 50 and 100 typically each month.
However, there have been ups and downs as to how the deals happen and nature of participation

in this start-up journey is usually multilateral.

When | say multilateral, what | mean is that typically the investor stay on and newer investors
come in and that is linked to what we have seen in the earlier phase that some in class of
investors are better suited or their funds are more tuned to investing in certain stages of an
entrepreneur’s journey. So, therefore you find different classes of investors getting into the

company and helping the company grow.

Another important feature of our funding in the Indian scenario is that there is a significant flow
of funds into the traditional brick and mortar space as also in the consumer internet and e-
commerce platform. When we talk about the traditional brick and mortar space, what we are
talking about is digitization of the brick and mortar space. Most of the activities or in terms of let

us say digitization of the processes which are already existing.

We have considered in the previous presentation, for example, that logistics which is by and
large highly physical activity with goods and trucks being the core of this logistics value chain



apart from warehouses, we find the digitization of these processes have led to a number of

logistics start-ups and has attracted lot of funding into those kinds of ventures.

But at the same time, we are also seeing that the newer area like healthcare, fintech, big data,
cloud SaaS products and artificial intelligence they are attracting lot of start-up funding. Here,
what you have is a start-up split by regions and you can see that Delhi NCR is one area and of
course traditionally Bangalore has been leading the start-up revolution in India. We have start-

ups spread over in Pune, Mumbai, Hyderabad and to some extent in Chennai as well.
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Digitisation of products and services rather than fundamental R&D is the main driver of investments into start-
ups in India. Uniike in the West, where fundamental research by start-ups has a valuation and acquisition b4
appeal to global giants, the emphasis in India is on market-consumption based value creation \ [

From an analysis of the deals which we have, we have found that there are at least 8 areas where
there is significant amount of investor interest. First, as we have all seen retail e-commerce,
conversion of physical commerce into e-commerce. That is one of the most sort after investment
destinations. Second is digital logistics and third is fintech, fourth is application of digital

technology into medical and health care matters.

And in the recent past there has been a significant interest in big data and analytics which is
going into artificial intelligence, machine learning and deep learning as well. Hospitality has
been a great instrument for attracting investments, OYO is a classic example. Edtech is also
another example, and when we talk about hospitality, we also talk about ticketing sites, digital

parameters for making travel and stay more comfortable.



But the question which faces us in India is that when you look at these kinds of areas which are
attracting lot of interest. Digitization of products and services rather than fundamental R and D
seems to be the trigger for attracting investments. Why is it so? Probably, because India is a huge
market of 1.3 billion population and the biggest driver is consumption.

So, any start-up which gains a place in this huge consumption canvas is likely to provide
significant returns when the start-up is scaled up. So, that is the reason why there is significant

interest in claiming the consumption space and channelling lot of investments into this space.

(Refer Slide Time: 11:11)

Funding Experience

Overall fund-raising by start-ups in India has registered a quantum jump over the last few years.
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This trend is even more visible in respect of technology-driven start-ups.
The funding in the last 5 years represents over 50 percent of the funding over the last 15 years

Funding is increasingly focussing on growth stage, signifying an intent to capitalise on earlier
investments

At the same time, the decline in early-stage investment in start-ups (seed capital or angel funding)
reflects a slowdown in new ideation on one hand and a concern on the mortality of early stage start-
ups on the other.

Angel investors through their investment forums and the government through its Start-up India fund
need to encourage early stage start-up funding.
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As | said that there are 3 phases if you kind of compress those 5-6 phases, we considered earlier
one is an early stage, second is a growth stage, third is a late stage. By the time the company
completes the early stage one can say that the company would have translated its idea into build
of a product. When the company goes through the growth stage and completes, it would have
validated and is in a pre-commercialisation phase and when the company gets into the late stage

it is a post commercialisation phase.

But the point as per the statistics is that there is a kind of plateauing down of the early stage
investments while there is a growth in the growth stage and late stage investments. Why is it like
that? Probably two factors could be driving this kind of change: One there is a worry about the

early mortality of the deals in the early stage that is many of the ideas which are coming in the



early stage or as | mentioned focuses on the digitization of existing process where the entry

barriers are low and returns are thin and there could be higher level of mortality.

So, investors are becoming more circumspect on getting the real differentiated venture rather
then also a me-too kind of venture. And the reason why growth stage and late stage funding is
going is the interest to consolidate whatever investments that have been made and ensure that
this scaling up is done appropriately. Again, this kind of movement a kind of sinusoidal
movement that happens in the investment space is a natural corollary of how the industry

develops, the overall start up industry develops.
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India as a Start-up Funding Destination

India has, over the last few years, become
aglobal destination for start-up investments.

These investments are typically in terms of
seed/angel and venture capital/private equity
investments, which are related to the stage of the firm.

The first seed investment phase is usually a round of strategic investments by the promoters, their
friends and families, high net worth individuals and angel investors.

This phase enables the idea to take shape and go through the stage of prototype build to different
degrees. The second and third phases of venture capital and private equity funding must follow,
which typically could occur in multiple sequential series. ‘

Venture capital funding helps start-ups take their prototypes to commercialisation and beyond
while private equity funding helps start-ups scale up as mainstream companies. It is a win-win
providing opportunities for exit when the start-up company accomplishes scale and value.

Table presents the Indian start-up funding profile covering the period January 2015 to September

2017, in terms of total funding (seed plus private equity) received across fifteen notable verticals |
and one miscellaneous group of other verticals, with a coverage of 2,441 start-ups in the data \ ~

stack.

So, when we look at the overall global map there are 3 regions which you can see here; one is the
green, the other is the light green and the other is the brown. Now, if you see the deep green is
one where there is lot of interest in the start-up investments and China and US qualify in that
region. India ranks second along with certain Asian countries in getting this next round of or next
stage of investments. But when we look at Russia, and lot of Europe and also the Latin American

countries you will find that probably the interest is ranking number 3.

Now, India is definitely a start-up funding destination and the Prime Minister Shri Narendra
Modi has gone on record in his recent Saudi Arabia address that India is the third largest start-up

system in the world and probably India would provide the best returns for any investor who is



willing to invest in start-ups. So, clearly there is lot of interest and when we as start-up advocates

look at funding scenarios, we got to keep these macro-developments in our mind.

(Refer Slide Time: 14:20)

Macro Funding Data

Table 7.1 INDIAN START-UP FUNDING PROFILE (Jasmary 301 1o Septessber 207
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So, this table which is a busy slide talks about 16 different verticals although shown in the
horizontal lines, they represent 16 different verticals we have, one is online services and apps for
the market place. Second is the hotel and travelling services, third is the mobile based apps and
platforms, then we have software developers, real estate, logistics, healthcare, gaming, banking,
accounting, e-commerce, beauty and fashion, education, career related, IT security, personalized

and public service apps and various others.

And the funding is classified into 2 stages, one is seed funding and second is private equity
funding which also includes the venture capital funding and the total funding as also the number
of firms. So, if you see in terms of the sectors based on seed funding, you will find that few
sectors have received the preponderant spike of the investment, whereas as you move from that
to the number of firms you will find that there is more secular distribution. And this is also
explained by the fact that some of the e-commerce companies have reached such stage that they

are able to attract a significantly higher investment related to the other start-ups.
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Since 2014, Indian tech start- ups raised more than USD 44 Bn across nearly 4000 deals

This includes investments in unicorn giants such as Flipkart and capital infusion into Amazon by the parent

In 2018, Indian start-ups could raise USD 11 billion with around 750 deals

2018, in fact, saw a deceleration in funding and the number of deals by 16 to 20%, compared to 2017

Seed stage funding dropped by 40%, while growth stage funding remained the same and late stage funding
increased by 18% in 2018 relative to 2017

As many as 11 companies entered the global unicorn league

Nearly 700 investors participated in the start -up investments in 2018.

So, from 2014, Indian tech start-ups have raised USD 44 billion across nearly 4000 deals and this
includes of course the investments in unicorn giants such as the Flipkart and Snapdeal and also
capital infusion into Amazon by its parent corporation. In 2018, therefore, including those kinds
of activities, the Indian start-ups could raise USD 11 billion dollars with around 750 deals. As |

said earlier in 2018, we had seen a deceleration in funding of both the deals as also the early
stage deals.

And seed stage funding has dropped by almost a 40 percent while the growth stage funding has
remained the same. Late stage funding has increased by 18 percent and the driver of the late
stage funding have been the companies which are into big bloom like Flipkart and other start-ups
in the e-commerce space. And interestingly as many as 11 Indian companies have entered the
global unicorn stage, the topic which we have discussed in one of the earlier presentations and
nearly 700 investors have participated in India’s total start-up investments in 2018.
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Now, when we look at the start-up hubs you will find that Bengaluru is leading the start-up,
almost 50 percent of the overall, then Gurugram or Delhi NCR region that follows with the
second largest area. Mumbai is the third one and Pune and Hyderabad somewhat shared the
balance spoils of investment. And the same situation is thereby the number of companies which
are funded, Bangalore leads followed by Delhi NCR followed by Mumbai, Hyderabad and Pune.

(Refer Slide Time: 17:27)
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Given the pervasiveness of digital technologies, it is indeed difficult to classify the verticals without
overlaps. Dedicated e-commerce business marketplace dominates the funding share (33.6 percent).
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Sector-based themes such as hospitality, real estate, logistics,
food and beverage, healthcare, fintech, fashion, education,

Growing on-line
and cybersecurity are emerging as notable themes

(with shares up to 18 percent).
Typically, for the chosen universe, seed funding e
constitutes 13 percent of total funding. In terms of the

number of firms, there seems to be a more secular
distribution of firms, with most of the sectors having
100 to 150 start-ups.

Virtually every
sector digitised

The funding ticket size is significantly larger in the e-commerce marketplaces at say, Rs 50 million
average per start-up, compared to other themes which could range between Rs 2 million and Rs 25
million per start-up. This higher ticket size is linked to the desire to drive up scale rapidly in the
consumption space

A
Interestingly, seed funding moves somewhat secularly into different thematic fields but private equity P |
seems to be flowing strongly into consumption-led sectors, besides e-commerce.

\
This level of funding is supported by entry of several angel investors, venture capital investors,and . N -
private equity investors into the Indian start-up scene. gy & \\
U=
’



Now, the trending themes in funding as we said are e-commerce, Edtech, Medtech, Foodtech,
Fintech and Digitech. All of these things are marked by 3 fundamental trends at this point of
time. One there is a growing online business, second every element is virtually digitized and
thirdly from digitization people are moving into predictive and prescriptive studies, which is

artificial intelligence, machine learning and deep learning.

The funding ticket is obviously large as the start-up moves on this stage. But we have seen also
funding in the ranges of 2 million to 25 million occurring in the venture capital series.
Interestingly seed funding goes into different streams. There is really no sector which these seed
funding investors avoid. As long as the idea is interesting people would like to put money, but
when it comes to more of growth stage funding, more of venture capital funding, more of private
equity funding, the funding moves to areas where consumption space is directly catered to by the

start-ups.

(Refer Slide Time: 18:38)
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So, when we look at the sectors from the 2018 data which is available, we have analysed that
Fintech, Enterprise Tech, e-commerce, consumer services and health care. By the number of
deals these are the ones which are leading, whereas in terms of the value of the funding e-
commerce is leading followed by consumer services followed by Fintech, travel tech and

enterprise tech. So, this is the kind of mix which we are having.
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And when we look at the sectors again, you find that e-commerce, consumer services and
Fintech these are having about 60 percent of the total amount that is funded, whereas by the

number of companies, the distribution is much more varied.

(Refer Slide Time: 19:19)
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Funding canvas for scale-driven start-ups is vast. Even after start-ups scale up (eg., Flipkart), and % ~$"
are no longer start-ups in the real sense, scale-related start-ups tend to be richly valued for NPTEL

additional funding.

A start-up which is a first mover in the domain, has executed its business model well, is growth
oriented, and is willing to consider multiple funds for supporting its growth scores with substantial

funding.
For example, prior to acquisition by Walmart in 2017, Walma rt

Flipkart received an investment of USD 2.5 billion
by SoftBank, taking the total funding to USD 5.7 billion -

impressive by any standard. F "pkar t 4

Secondly, for start-ups which have validated their technical premise and proven their business
model, financing can stabilise between USD 100 to 300 million. This region is crucial for start-ups in
in the scaling up mode. If they are unable to demonstrate continued success, they are likely to be
denied further funding and lly face disruption of operati

Thirdly, there are multiple funds that provide funding from USD 100,000 to

USD 1 million for start-ups to take their first growth steps. Oy
O 1,000,000

100,000

10,000

So, if you look at this kind of scenario where not really the banks but the whole new generation
of investors which is supporting the start-up system one can say the funding canvas scaled driven

start-up is indeed vast. Although we say that starting a start-up is really challenging because



there is no ready finance available, but in terms of the availability of financing resource and
financing instruments, you will find that the canvas is really vast and we will try to cover these

kinds of activities and instruments as we go forward.

One of the important thing is that where the idea has already been proven, where the prototype of
the product or service is already built, where the operation model is in existence and when the
operation model has been completely scaled up, sky tends to be the limit for the kind of
investments that could support start-ups. That is how Flipkart prior to the Walmart acquisition
could secure an investment which is as high as 2.5 billion dollars from Soft Bank and that has

enabled further growth in scale.

That has also enabled the 17 billion dollar acquisition by Walmart into the company. Therefore,
the fundamentals which we have of running a company that is having a good and secure product
which is accepted by customers and then expanding the market footprints is the same for start-
ups as well as for the established businesses but start-ups have got an additional advantage

compared to the established businesses.

Because in start-ups we have an investment ecosystem which is willing to fund the losses as long
as you are able to achieve the market share and market presence. Interestingly many companies
are there today which will offer funding from 10,000 dollars to 100,000 dollars for start-ups to
enable their growth journey.
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Of the several regions reported in the TechinAsia database, India leads the pack with
over 10,000 cases.

That said, there is no doubt that India is experiencing, in an absolute sense, heightened
start-up activity. The start-up evolution is typically like a pyramid in terms of number of
deals but an inverted pyramid by value.

Alarge majority (as much as 66 percent), By Value
by number of cases, will be in seed and grant

as well as other undisclosed funding modes. .
Series A to J comprise about 23 percent; SEI'IES
and within that Series A and B comprise

82 percent of all Series A to | cases.

Pre-Series
Interestingly, 10 percent of all start-ups end up
getting acquired. Less than 0.1 percent emerge
as full-fledged corporates with private equity el | ANA
participation or public offerings.

Given the billions of dollars that are at the disposal of the fund houses that have \
developed an exposure to the Indian start-up scene, the potential to achieve a quant—=
jump in start-up funding is evident. -

When we look at the funding while the deals in terms of the deals, it is the pyramid, Nature of
the funding, if you consider seed, pre-series and series funding as kind of a 3 tier hierarchy, you
will find that by number of deals the pyramid is classic, most number of deals are found in the

seed stage, little less is found in the pre-series stage and very few in the series stage.

But when we look at by the value, you will find that the amount which is spent at the seed stage
is very less followed by an increased spending in the pre-series and dominated by the most
overwhelming funding in the series stage. That is how? So, there is a classical pyramid by the
number of deals and there is an inverted pyramid by the amount of funds which are pumped into

the starting business.
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Funding - Patient but Expectant

The venture capital economic models are patient for returns but expectant in terms of scale of
returns. The returns expected or received by the angel investors and venture capital or private
equity investors is not in public domain.

The returns depend not only on the entry and exit prices Invest
but also on the dividends and bonus shares received.

An angel investor who is like a micro venture capitalist

would expect a return in low single digits while venture

capital firms and private equity firms could expect

returns in mid and high single digits.

While angel investors may look to exit within 2 or 3 years

for their sub-million (or million, in certain cases) dollar investments to pay off, venture capital and
private equity firms could be patient to wait for a long period of 5 to 10 years for their multi-
million dollar investments to pay off.

The recent IPOs of select high-growth start-up and other companies, which have seen partial or full AVA
exits by private equity investors, have reflected pricing of shares at 25 to 250 times of the par value
of the shares of Rs 10 each.

Iih:jz:?::})itrﬁ:zzi;g&;h:::;zr‘::upfirmsneedtotargetsustainableandprofi\ablegrowthfL ) ) ~' '
But this funding is also governed by certain principles. When we do the funding by the banks,
the parameters are very fixed, the interest rate is fixed, the amount which is provided is fixed, the
margin money is fixed, the collateral is fixed. Therefore, the rules of the game are quite clear.
But when we look at the funding in terms of the investor funding, theoretically these are all

equity investments by nature of risk capital.

However, the fact that a company cannot go on funding by itself based on the investor funds.
There is also a pressure that comes with these kinds of investments. There is a kind of
psychology which says that, If you prove yourself and provide a certain returns to me, you are
likely to get better investments through another agency which is more tuned to your new stage of
growth.

So, typically the venture capital economic models are based on investment, a wait period and
then encashing after the wait period is over which means that a 2 to 3 year cycle happens for the
angle investors, a 3 to 5 years cycle happens to the venture capital investors and 5 to 7 year cycle

happens to the private equity ventures.

This is because most of these funds are funds specially created for investment in the start-up
areas and they have got mandates of their own that they should provide returns to the people who

have invested in certain time frame. So, the start-up movement while it looks very interesting in



terms of getting funds at times to fund losses, eventually the returns have to be shown in terms of
the valuation of the companies and the returns they are able to provide to the investors. So, this
thumb rule imply that start-up firms need to target sustainable and profitable growth for virtuous

equity growth models.
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Enterprises in the Making

All the world's known investment firms specialising in start-up funding are now in India and are
appreciative of the potential of India’s start-up movement.

Single Product, Many Products, Many
Many Markets Markets
Product-Market

That said, India’s start-up endeavour needs
amuch larger investment ecosystem that
enables bigger businesses to seed and grow
smaller start-ups, and rich individuals turn

angel investors to needy start-up entrepreneurs. Configurations

The opportunities for such investment occur all Single Product, Many Products,
around us but need a specific start-up mind-set to Single Markets Single Market
fructify.

Start-up entities which cater to one product and one small market segment are best termed as
nano enterprises. A nano enterprise is usually operated by only one individual, the owner.

We see and depend on several self-employed persons each day but do not see them as nano
enterprises.

It is amazing how the nano-entrepreneurial effort is surviving in India despite lack of attention to it
by the formal economic system. [

Societies must be guided to take an enterprise view of self-employment and support nano ~ 4\\
enterprises in terms of upskilling and upgrading i

Now, when we look at start-ups, we can classify the start-ups in terms of different parameters but
one we can look at here based on the product market configuration. There could be a start-up
which is doing single product and a single market which is let us say development of, as | said

digital laundry business for simple market of home users.

Second could be many products single market which is typically a digitized retail store, which
meets the average consumer with different products. The other could be single product many
markets, it could be a very interesting stationery item which could be useful for the individual as
also for the business and finally you can have many products many markets. Based on this kind

of configuration you can have companies which are very small to very big companies.

So, before we launch ourselves into the funding possibilities, we can see that how this
entrepreneurship is giving rise to different kinds of companies from very small to big companies.

In the past we had self-employment that is a vegetable vendor who does the vending of



vegetables coming to our homes to companies which are processing vegetables and providing

readymade vegetables, cut vegetables for home use.

So, between the 2, we have got different types of enterprises and the formal sector has been
growing substantially in terms of technical use and customer interface. Nevertheless, it is a self-
employment which is still surviving and is also growing. It is amazing that the nano industrial
enterprises or the nano business enterprise continues to grow despite the growth of the formal

organized employment system.

(Refer Slide Time: 26:08)
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Management helps Firms Cross Scale-Barriers; From Nano to Mega

Astart-up print house which prints documents for multiple clients with a printing machine and a small
team of assistants, a local restaurant or a tailoring house represent micro enterprises
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A print-house with a national network of additional design capability and manufacturing capability for
various types of documents and accessories, a city-centric chain of restaurants or a clothing cum tailoring
house represent small scale firms

A publishing cum printing house, a pan-Indian restaurant chain, and an apparel manufacturing company
all of which in current times require modern technologies, trained work force and capable management
represent medium scale enterprises.

All listed national companies with highly organised research, manufacturing, and marketing capabilities
are the typical large companies; for example, a multimedia corporation with core competencies in print
or television media, a ready-to-eat foods company, and an end-to-end textile and apparel company typify
large companies.

Bluechip companies and giant corporations in diverse industrial (9
segments corporations, with global scale and scope,
constitute mega corporations.

Theoretically, sky is the limit for even humble entrepreneurial beginnings.
The indigent nano entrepreneur, if equipped with a semi-motorized cart,
can cover more neighbourhoods. Finance and can make

an aggressive local retailer become a national multi-brand retail chain.

Now, management helps those kinds of companies move across the barriers. If we say that
smallest company is there today’s management ensures that the smallest company need not
remain small, it can actually graduate into a medium company and also become a mega

corporation. So, typically we need vision, typically we need a strategy and we need an execution.

So, you take the case of somebody who is let us say serving tea and his vision could be that he
would continue to serve tea by going to different homes on a bicycle and then provide this as his
livelihood. This is a typical self-employment. But he could also have a vision that my role is not
merely serving tea, my role is mainly to provide all the items which office goers as well as the

homes require.



So, he might move from a bicycle to a tricycle so that he will be in a position to have more
products on delivery and sale, but then his vision may not stay with that also. My vision could be
that | should be a restaurant owner by myself and that could lead to a hyper local restaurant
which he sets up along with the delivery arm he retains. But then he could also stay | would not

stop with this, I would make this restaurant a chain of restaurants.

So, the way you can start your nano entrepreneurial system from whatever has been the smallest
miniscule portion of industrial horizon into a kind of notable chain of restaurants of chain of
businesses is entirely due to management. So, if you have good vision whatever be your start-up
scale, if you have got a very clear strategy where you will move from which place to which place
in terms of the business situation and how well you execute, these 3 would help a company even

if it is a start-up company to move ahead.

So, this prescription of vision, strategy, execution triad is not typically a big company or a mega
corporation prescriptive triad, it is very useful for even nano start-ups and micro-enterprises,

small scale enterprises to growing the business.



