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Revamping
the Indian
start-up
ecosystem

Lack of investments for scaling up is a major
challenge; another limitation of the Indian
start-up ecosystem is the absence of large
technology firms such as Google or Alibaba

H POUCY CIRCLES and discus-

sions on innovaticon, ‘start-up’ has

become the buzzword, Start-u

operative at the hl.g‘lwundnftﬁ

innovation value chain New tech-
nologies provide a lotofopportunity for
new ventures to come up, There are a
number of reports on start-ups coming
out regularly and, at times, one may get
lost in the ocean of information.

Some reports useunique methodolo-
giesforthe analysis, which makes it diffi-
cult to compare and contrast vadous
reports and develop a comprehensive
view. For example, the reader may not
know the basisonwhich certain start-ups
have heen included for analysis in a
report. However, the recent Buruin Gobal
[sicown List 2019 (Hurun Research Insti-
tute, Shanghai) providesuseful informa-
tion fordevelo ping an understanding of
the global start-up ecosystem,

The US and China

The report is based on start-ups in 24
countres and covering 118 cities. it Iden-
tified those start-ups established in the
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2000s, crossed valuation of 51 billion,
and yet to be publicly listed with cut-off
date of | une 30, 201 2. There are 494 uni-
corns globally, of which more than four-
fifiths are from pust two countries—China
and the US, with 206 and 203 unicoms,
respectively. India ranks the third, with
21 unicoms, followed by the UK with 13
unicorns, Europe, in general, appears to
belagping behind Ithas just 35 unicoms,
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of which more than one-third are from
the UK alone. A study conductad for the
Digital Economy Council of the UK points
out that more than one-third of fastest-
growing tech companies in Europe are
based in the UK.

Aninteresting partof the global start-
up ecosystem oming cut from the
Hurun report is financing of start-ups, It
providesa list of leading investorsinuni-
coms, We traced the country of origin of
36 investors, who have invested inatleast
10 unicoms. We found that 24 of the 36
investors are from the US, followed by
China (7) and Singapore (2).

The U5 is 3 major investor in innova-
tion in foreign countries, The fDi Markets
data of the Financial Times

This shows that valuation per unicom is
Theavily in Grvourof fintech. Ant Financial,
afintech firm, has avaluationof $150
billion, which is much higher as com-
to other firms [n the same sector.
Even when this firm is excluded from
comparison, fintech has highervahation
ascomparedto cﬂursectlﬁs;iths aper-
unicorn valuation of $4 billion as com-
to §2.2 billion of e-commerce and
LA billion of the cloud (seeaccompany-
ing table). lndia has three Antech uni-
coma in the Hurun report: Paytm,
EillDeskand Fo The Start-up
India website of the vernment
(www.startupindia.govin) notes that
there are 1,689 fintech start-ups in the
country—accounting for 3% of total
start-ups Ested on the website.

India may be the third-largest,
but is way behind

According to the Hurun repont and
some others also, India ranks thind in
terms of start-ups,after the U5 and
China. And yet India is way behind, not
just in the number of unicorns, but in
some other aspects as well.

Lack of investment into start-ups for
scaling upisa major challenge According
toveteran industrialist Kimn Magumidar-
Shaw, die to lack of adequate financing
options fior scaling up,"India loses outon
its innovation quotient even though
eiarly-stage research for many of these
talees place in India.” Indian ventire cap-
ital investors are not willing to invest big
amounts in start-u ps Bugworks, a start-
upincubated in C-CAMP, Bangalore, was
unable to secure adequate: from
Investors inIndia. But [t was able to ralse
venture capital funds from the US and
Japan easily —Japanese venture capital
firm, Univemity of Tokyo Edge Capital,
invested $9 milllonin 2018,

The Start-up India website also pro-
videsthedetails of start-ups sector-wise
(there are more than 67,000 start-ups
listed on it),and thelist of investors nter-
exted in investing (there are 63 investors
listed, of which nine are based in foreign

countries). Mone of the 63

shows that the US's out- have invested in any of the
ward greenfield FDI on 21 unicoms tisted in the
:Iﬂ-ﬂﬂﬂt:ll:;ﬂ (R&D ﬂn: In order to provide Hurun l'E'PUl'l‘-TH-;thl;g
esign, [ nt an indicates, apart from t

t!ltis:é} cunsﬁm maore if:'ﬂ'-ll'piljl'iﬂﬂ flaic lack of w?lattugnen of
than 40% of the global rwomen, Start | ooctors, the level of risk-
greenfield FDI on innova-  up policies need to  taking capability of Indian
tion during the period Jan- incorporate investors. Investors will
uary 2003 to December gender-specific take more risk when they
2018. The US's overseas have higherlevels of capital
investment ininnovation  roles and contexts 5,

helps it to benefit from the within which Although capital needs

strengths of inmovation
systems in foreign coun-
tries As opposed to the 1S,
China has a share of only
4% during thesame period

But as apposed to the U5, China hasa
greater number of start-ups spun-off
from large tech enterprises. Of the 494
unicorns, 22 belong to this category. Of
this, 20 are spun-off firms of Chinese
enterprises and the remaining two are
Froim LS enter prises. Ant Financial which
tops this segment in valuation, is aspin-
off from Alibaba.

Firms in certain tech sectors get
higher valuation

The Hurun report provides informa-
tiononunicomsaccording totheir tech-
nolopy area and valuation Intermsof the
number of unicorns, the top-five tech-
nology sectors account for half (49%).
Butinterms of valuation just onesector,
Le fintech, hasashare of morethan 2 09%.

Leading technology sectors in global unicoms

Sectors hosting highest ne. of unicorns
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women operate
businessec in India

to be available at different
stages of development of
start-ups, one can seethis as
asignificant for
female-led start-ups. For
instance, in Bihar, the work between
Manchester Metropolitan University
(MMU), Ch Institute of Man-
agement {CIMF) and the Univecsity of
Essex finds that the amount of start-up
capital is a function of networking and
liaising, which it vely affected by
prﬁﬁngdﬂﬂﬂéig:jmh asrisk-tak-
ing ability, part-time nature of the job
andwaork-life balancing pressures that
work against female entreprenens. This
is truein the case of the US aswell, where
the initial orientation of a venture and
the genderbias of investors contribute to
pender disparities at different stages of
the entreprensurship process.

The MMU-CIMP-Essex study also
findsthat thedefinition of entrepreneurs
aften disadvantages women in partake,
and the general start-up inltiatlves in
India. In orderto provide alevel-playing
fleld for women, start-up policies need to
incorporate gender-specific roles and
contexts within which women operate
s nesses in India,

!m other limitation of the Indian

isthe absenceoflarge
m:hn m:ig'l:"r"-nl‘fu{l’t’lrm!: Tl Gmgle and
Alibaba do invest in start-ups and men-

tat them). Lin due course, many such start-
ups pet absorbed by large firms. Google
has invested, through its investment
firms suchas CapltalG and GV, ina num-
ber of start-ups belonging to varous
technology areas, ranging from fintech

o healtheare.



