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Venture Capitalists: Insights

é é é .Money Matters

Venture capital is the term for money invested in young, fast growing companies. Many of today's leading comyf
were backed byenture capital: Biocon, Google, Oracémd Apple Clearly, there are benefits to venture funding, bu
it's not a good fit for everyone. It's critical for an entrepreneur to understand the venture dynamics, as warr

anies

ed by

successful entrepreneurs, "ltusry important for the entrepreneur to know why the VCs are doing what they are

doing."

Major characteristics of Venture Capital:

1) Equity Investment: a partner in your business:Venture capital is money invested that buys a share of ownersH
in your bisiness- it's therefore referred to as equity capital. It is not a loan, as you might get from a bank. So that'

key difference between a bank and an investor. Therefore the return you expect, whatever the tinthrieanyears,
five years or sevepears- is appreciation of the value of that equity. That is the upside for the risk you are taking.

Equity investment - Implications:

A When you take venture capital, the venture capitalist will own shares in your company.

A Your VC is a partner willingo take risk alongside you: no collateral or guarantees. If you lose, they lose]
you win, they win.

A Equity matches the needs of a fast growing conm
loan payments, so you can use your cash to h@ldusiness.

A vCbés make money only if the value of their sha
their shares, VCO6s wil/l back you only if they t

2) High risk: able to invest in young, unproven companiesVenture capital is designed for risky investments: thd
investors in a venture capital fund have made a decision to pursue a high risk, high return strategy. These risK
expectations match well with investment opportunities in young, potentiallygnmhth companies.

High risk - Implications:
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A You can raise money from venture capitalists for a new business, one that does not yet have a histpry o

~making money. A bank, on the other hand, would require a track record of profits before lending you fund
A Some venture capitalists will consider investing in your business before you have customers, and som
even during the product development phase.

3) Managed by professionals- benefits and limitations: Venture capital is managed by investment prsifesls
(venture capitalists or VCs). VCs are usually not investing their own money; they invest on behalf of others, ug
pension funds, endowments, or very rich individuals. Venture capitalists come from various backgrounds
generally the leadinyCs have been successful in operating roles, or as entrepreneurs, or have years of expg
investing in young companies, usually in a specific industry.

Managed by professionals: Implications:

A With the right venture capitalist, you can expect i everything from strategy, to acquiring customers, td
recruiting your team and not only with moolah.

A On the downside, if it's a bad match, it can be quite damaging. You may be stuck with a partner you
difficult, or someone who provides less hdlart you anticipated.

A Therefore, before you take a VCs funds, you may want to do a few reference checks with entreprene
their portfolio companies.

A Venture capitalists are in business to make money for the individuals or organizations that invtred in
fund. Therefore, VCs primary responsibility is to return their investors' money, plus the appreciation ir
value of their investments. As a result, sometimes the VCs priorities may not align with those of
entrepreneur or founders.

A Because VG own shares of a company, in order to return money to their investors, VCs have to "exit'
investment by selling their shares to someone else. Hopefully at a much higher price than the price
initially invested.
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A Venture capitalists' success iskéd to how much money they are able to make for their investors. The higler

their returns, the more money both they and their investors make, and the easier it is for the venture ca
to raise more money from investors and stay in business.
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IIML Ent repreneur: Straight from the Valiant

Jaya Jha 1IM Lucknow Graduate, 2006 andcurrently working as Assistant Product Manager, Google She
was one of the few students in the batclpbout of campus placements in order to work with astart-up firm in
technology spaceShejoined ReadInk Technologieswhich is astartup based in Bangalore providing handwriting
recognition solutions

Excerpts:

About Me: | come from a small town in Bihand have stayed away from home since childhood for my studies. | ¢
my B. Tech. in Computer Science from IIT Kanpur before joining IIML in 2004. Reading, Writing, Travelling &
Music are my favourite activities. Community work in the field of educatiod career development is close to my
heart. As a person | always believe in making choices that means satisfaction in your day to day life. This do
mean losing sight of the long term and wastefully enjoying life, but what it does mean is thas choickl not be
made based on what the world thinks is the "right" and "secure" path. And it is OK to take risks once in a while,
the only way to get pleasant surprises in life.

Decision to join a Startup: The most important reason why | joinedtartup was that | wanted to be in the field of
technology and there were not any opportunities from campus, at least in our times. The IT companies were offe
consulting jobs, but that wasn't exactly what | wanted. -S{astwere the best bet fdre profile | wantedThe other

advantage was that it'd give me the experience of algtaand at some point of time | want to be an entreprenejr

myself.

Experience at the Startup: It gave me really useful insights into what can make or break aufta®everal do's and
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don'ts. Although I did not continue there for a long while because | had joined in a Product Manager's role and it jurnec

out that they were not yet ready to take the product out of the R&D phase. But it gave me the first hand egperig
working in a technology company and a stast

PlacementCushion (A person opting out of placements in order to start a business is given an option to come bag
placements in the next two year3 be honest, | think the background of being franprestigious institute is a
cushion enough. People won't be left without a job, if they need to find one later. Butt yastainly provides a
mental support for the folks while they are still in the campus, where the sense of insecurity is highpdee t
pressure. (I remember all the kindly advice about "why don't you at least take up anjotafrpus and then decide
| at)er ?20

Do the big firms (like Google/Yahoo) appreciate starup experience: All the companies | interviewed with

(Google, ReliancelBM), when I decided to move out, were extremely appreciative of the step. 1 think, to them
showed an attitude that you are ready to take risk to do something you really want to do and that you do not giv
the peer pressure. And if your reasonf or movi ng out are genuine, whi ch
companies which are a result of entrepreneurship in recent years, it can be even more useful. Fajeid skatrtan
issue either. The world today appreciates that notyehieg succeeds, but the fact that you took that step spea|
something (good) about you.

Advice for the upcoming venturous: Opting out of placements for starting or joining a startis a bigdecision,

given the high opportunity cost and other factds peer pressur&ut here is how I look at it. No choice is inferior or
superior. One should not consider joiniagstartu p o r st ar dwh jug becanse ib seent ke a nice angd
fashionable thing to do. Surviving, doing thingsd moving aheadhiestablished companies is not trivial either. It
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requires skills, which can not be taken for granted. At the same time, if you really want to start on your own, it feally

does not matter whaour peers are doing. 7 lakhs or 12 lakhs or 70k USD, norfeesétis unattainable, if you really

want to go for it at a later stage. This is the right time to experiment with life and you are in the right positionsto d¢ th

experiment, because you really have a cushion of your enviable background, which wilt yoppior caseyou ever
stumble with your current choice.
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How G. R. Gopinath Got Air Deccan to Fly

€ .Entrepreneurigburney

When he was a child, G.R. Gopinath, founder of Air Deccan, India's firsfdmv
airline, attended a village school where his father was a teacbiéen going barefoot
to class. "My story- and Air Deccan's story is the story of the new India, thedia
of possibilities," he says. After working for some eight years in the Indian army,
he rose to the rank of captain, Gopinath went into business for himself. Afte
ineffective start at farming that landed him in debt, he refocused his etiort;
sustainable, eefriendly crops that eventually succeeded and also brought an awal
what he calls "innovations in ecological practices."

All that changed soon after India liberalized its economy in the early 1990s. Gop
met a former Army collegue,a pilot who was out of work one of hundreds of pilots B
who needed jobs. "I decided to set up a helicopter company because | felt the ecology was right," he says. India lhad lo
of unemployed pilots, the country was going through economic reformstharel was no helicopter company that
could provide services ranging from aerial photography to geological surveys for mining. "l felt | couldn't go wrpng.
That's how | started, with one helicopter, 10 years ago," Gopinath says. From that start in, &dgioath went on to
build Air Deccan.

Today, Air Deccan is India's second largest airline, with 40 aircraft that fly to 60 destinations around the country.

What to expect on an
Air Deccan flight

Source: Published on January 25, 2007 in India Knowledge@Wharton

Contact Us @bhiyvan@iiml.ac.in 5




Whackopreneur 6 0 7
...TheBizarreBusiness Plan @npetition at IIML

Abhiyan successfully conducted its first event of the year witnessing burgeoning participation year after year. T
one of the most awaited events for the first year students of 1IM Lucknow which bring dtgdke business plans

from the bizarre minds. Here teams are evaluated not only on the prime criteria of creativity but the feasibil
successfully launch it in market place is also checked out from the future managers and entrepreneurs. lthgrovi

handson experience to grasp the nigyitty involved in implementation of a new business. This year 26 teanps

submitted their executive sumnegamong which top 8 teams were invited to submit detailed business plan with
final round of presentatiom presence of eminent judges. Next generation entrepreneur Mr. Vinamra Agarwal
Prof. Abhishek Nirjar of IIML honoured us to share their insights in the evaluation wiitiners.

Mr. Vinamra Agarwal is a alumnusof St. Stephens and XLRJamshedpur. & has been closely involved with
Abhiyan activities for more than five years. He-foonded Prologix Software Solutions which is engaged in broal
band, real time media over IP, telephony, NGN and other emerging technolBgissently, hehead a highly
successful power transformers manufacturing business in Lucknow. His company is in operations for more th
years and is an established name in the industry.

Prof. Abhishek Nirjar is a resident faculty of [IMh the Strategic Management gpp Heteacheshe coursestgategic
Managementa compulsory course in"4erm and New Venture Plannif®VP), an elective, also in"4term for
PGP2s For all those entrepreneurs out there NVP is fomecourse His research interests include Innovation and
Entrepreneurship and Strategic Management.

Winners Saga:

TeamFrozen ballsbagged the i prize for their whacky product nam@dLCOHOL FI1 LLED | TheicL
innovative and rather cocky product captured ittn@gination of the audienc&his plan was conceptualized by
Abhinav Akhilesh, Sugam Dhall and Hrishabh Sangftiey firmly reinforced the fadhat innovation coupled with
proper marketing is the key for a successful brand.

TeamMorons proved its mettle opposite to its unconventional name with profiluet E  HA WK  t& Wil 3¢
prize. Their innovative concept develops an object searching device using thermo graphic camera and radio fre

identification (RFID) technologyo locate spefied objects. They firmly believed that the device will bring order to th¢

unorganized life of thbastyyoungsters.

3 prize was shared by tearAmalogicsand Aby-Nea Analogics came up with a serviced@f M A G iwisiah provides
e-Database and journalf research attempts that did not reach desired goal. Their concept caters to the nee
individual researchers, Universities pursuing research, research organizations and ind\lsgridso presented

6 SHAKE [|-B OBl®hih eliminates the need oftberies in common handheld devices such as remote. Shaki
SiBB remote three to four times charges the remote and it can be used for about thirty minutes.

These zany ideas may seem inconceivable and worthless at the first sight but brilliant minds efritisilked to
describe their technical feasibility which was highly appreciated by the panel and audience.

Abhiyan in News: Economic Times, 17" Aug 2007
Academic and industry stalwarts joining hands to foster entreprene

Over the years there has been an increase in the numbe8did®l graduates wanting to start their own ventures o

graduating. In 2006, nine studentslidfil Lucknow , including the batch topper, opted out of final placements in orde¢r

to start their owncompany. To meet their needs, IIM Lucknow started an entreprenealiatahe school called
Abhiyan. Among its other activities, Abhiyan organises business plan workshops and an annual national level bu
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plan competition called Nirvaan, which isespto all business and engineering schools across the country. Nirvdan

2006 saw patrticipation from 40 schools and 550 participants who battled it out for prizes worth Rs 7.5 lakhs
chance to get funding.

IIM -L students who start their companies whigill on campus are provided facilities, mentorship, and networkin
and business opportunities with the help of faculty, the-lllumni community and Abhiyan partner organisations
Two such firms, including a guitar school chain, are being mentoregethis

Contact Us @bhivan@iiml.ac.in 6

and a




St ud e Bgedks

Togauget he studentsd interest and attitude t oamorgdthe m
students of IIM LucknowWe received total 160 respondents andréseilts of the survey aiustratedbelow.
(Piechat shows theno. ofresponseand the % of total responskes all the optiong

The numbers reveal it all. Almost 40¢
students of the current batch at Il
Lucknowhave ambitiongo start their own
venture within next 5 years. A huge 10
wants to do it just after MBA. [IM
Lucknow has had a great history
entrepreneurship and it is clear that t
signs are not abating.

Predictably, team building an
sustainability are considered theggest
hurdles in the road to entrepreneursh
Only 9% people now think that raisin
funds is a serious problem. The econor
environment has surely changed t
perspectives but now is not the time
rest. Abhiyan will continue with its
initiatives to ®lve many of these issues.

The batch shows the interest in
sectors of the economgonfirming the
well-rounded growth of the India
economy in the recent time:
Consulting services and agribusine
sector are on the top of the miachong
studentdor entrepreneurship.
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