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India’s Startup Landscape

Introduction

India has experienced a phenomenal
growth in the startup landscape in the past
half-a-decade, in the process emerging
as the third largest startup destination
globally. The credit for India reaching such
unprecedented heights, largely goes to the
initial success stories created by firms such
as MakeMyTrip.com, Info Edge, among
others, which encouraged the creation of
an immensely promising entrepreneurial
culture in the country.

By the end of 2016, there were more
than 4,750 technology startups in India,
registering a growth of 10-12% from the
previous year. Between 2010 and 2016,
India witnessed a CAGR of 46.5% in the
number of start-ups, which is expected to
cross the 10,000 mark by 20202, 2016 itself
accounted for addition of more than 1400
start-ups in India’s kitty?.

! Source: CIIl, NASSCOM
2Source: CII, NASSCOM
3Source: CII, NASSCOM

India’s Startup Ecosystem 2016 - Highlights

Total no. of tech startups in India: 4750+

+ 10-12% Y-o-Y growth

3rd Largest Startup Ecosystem Globally

New Tech Startups: 1400+

+ 8-10% Y-o-Y growth

Major Startup Hubs in India: Bengaluru, Delhi-NCR,
and Mumbai

» ~70% of all startups are located in these cities
Customer segments:

+ B2B: 36-40%

« B2C: 60-64%

Funding:

+ USD 4 Bn

* 650 startups funded

Vertical focus:

» Ecommerce, Health-tech, Fin-tech and Edu-tech
Technology Focus areas:

+ Cloud Computing, Big Data & Analytics, loT, Al/ ML
Incubators/accelerators:

* 140+

Market consolidation:

» No. of M&As = 165 (20% increase from 2015)

Source: NASSCOM, CII, ASSOCHAM, Tracxn
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Fig. 1: Composition of a Startup Ecosystem
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A startup ecosystem comprises primarily of entrepreneurs with a technology-driven business idea, investors
(equity investments, debt finance, grants) and non-financial support systems (incubators, accelerators,
etc.), central as well as state governments (policies and programmes concerning startups), and academia

(especially those offering entrepreneurship programs and incubation, e.g. certain IITs and 1IMs)”

Technology-enabled transition
from SMEs to Startups:

The rapid growth of India’s IT-BPM industry
in the past decade, has ensured availability of
efficient value chains, resulting in creation of a
robust IT talent pool in the country. A potent
cocktail of tech-savvy consumer base, reduction
in prices of mobile devices (e.g. smartphones
are available at a much lower price today),
emergence of disruptive technologies such as
cloud computing, Big Data Analysis among
others, and growth in internet penetration,
have ensured that the market today is ready for
innovative business models that use technology
to disrupt traditional industries. Further, the early
successes in e-commerce and consumer internet
space attracted the much needed attraction of
global investors. All these factors jointly resulted
in a new wave of technology-focused SMEs— the
‘startups’.

India as a Startup Hub:

In today's business environment, innovation
forms the bedrock for creating new generation

Definition of a ‘Startup’

As per the definition set by the Department of
Industrial Policy & Promotion (DIPP), Government
of India a ‘Startup’ means an entity, incorporated or
registered in India:

v Not prior to seven vyears, however for
Biotechnology Startups not prior to ten years,

v With annual turnover not exceeding INR 25 crore
in any preceding financial year, and

v' Working towards innovation, development
or improvement of products or processes or
services, or if it is a scalable business model with
a high potential of employment generation or
wealth creation

Provided that such entity is not formed by splitting
up, or reconstruction, of a business already in
existence. Provided also that an entity shall cease to
be a Startup if its turnover for the previous financial
years has exceeded INR 25 crore or it has completed
7 years and for biotechnology startups 10 years from
the date of incorporation/ registration. Provided
further that a Startup shall be eligible for tax benefits
only after it has obtained certification from the Inter-
Ministerial Board, setup for such purpose.

Source: Startup India website
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companies, translating consumer problems into ground-breaking business ideas while leveraging
technology to create targeted solutions. In just over a decade, India has emerged as the world's third-
largest startup ecosystem, with more than 4750 startups. Bengaluru continues to top the list with 26 per
cent of domestic tech startups, followed by Delhi-NCR (23 per cent), Mumbai (17 per cent), Hyderabad (8
per cent), Chennai (6 per cent) and Pune (6 per cent). * 2016 wasn't a great year for Indian startups. PE and
VC investments which touched their peak in 2015, fell to unexpectedly low troughs. However, M&A deals
remained healthy, primarily due to a few high-value transactions that occurred during the year.

Fig. 2: India’s Startup Growth Journey (2010 - 2016)
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Source: Cll, NASSCOM and YES BANK Analysis

Year

*https.//www.ibef.org/news/india-emerges-a-hub-for-startups
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Fig. 3: India’s USP

Science & Technology
and management
focused education

%

Fiercely competitive academic
exams for graduate and post
graduate courses in the
science & technology and
management domain

Several top academic
institutions in India such as
the lITs and the [IMs have
incorporated incubation
programmes to encourage,
assist and mentor budding
entrepreneurs.

Favorable
demographics

Around 65% of Indians are
aged 35 or under, and half
the country's population of
is under 25 years of age

India's top startup hub
Bengaluru, with an average
age of 28.5 years, has the
youngest entrepreneurs
when compared to major
startup hubs globally,
including the Silicon Valley's
(36.2 years).

India's economic
growth

P

India's economic growth presents
immense opportunities for global
investors to invest in India.

The country is the only trillion-dollar
economy ($2 trillion) to rank among
the top five fastest growing economies
in the world.

As per World Bank's projection, India
will experience a healthy growth rate
of 7.2% this year, as against 6.8 per
cent growth in 2016. The World Bank
also projects India's growth at 7.5% in
2018 and 7.7 % in 2019.

Source: Cll, FICCI, Fung Global Retail & Technology, World Bank, The Guardian, The Hindu BusinessLine, YES BANK

Three vital aspects that are driving India’s startup ecosystem: a focus on science and technology in academic
study, a largely young workforce and a surge in economic growth.

Backed by strong GDP growth, Science & Technology-focused education, strong domestic demand and
favorable demographics, India is expected to clock an average annual growth of 7.73% during 2017-19°,
contributing immensely to the attractiveness of the country for both global investors and entrepreneurs
alike.

The following chapters will present the readers with key insights on India’s startup ecosystem,
covering various key elements such as funding trends, startup investment scenario and deal
dynamics in 2016, incubation/acceleration, comparing India’s startup ecosystem with the global,
among others. An important feature of this report is our analysis of the future trends and
recommendations on what next to be done to create a better playground for India’s startups to
prosper.

sSource: nasdag.com
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Age-old Problems-Startup

From replicating the tried and tested business models of overseas markets, to concentrating on creating
business models focused on India-specific challenges, startups in India have come a long way. While the
larger lot of Indian entrepreneurs have chosen to create consumer-facing companies, a new breed of
startups have popped up of late, which have based their business model at leveraging India’s age old
problems -- administrative, social, infrastructural problems, etc. — treating them as newfound opportunities.
The following table elaborates further on technology startup-enabled solutions vis-a-vis sector-wise
opportunity areas:

Table 1: Startup-enable solutions - a sectoral mapping

Sector Pain point Technology-based Startup enabled solutions
opportunity areas with company examples

India being primarily a @ Solutions focused FINO PayTech: Micro customer
cash-driven economy, on facilitating social enrollment solutions, biometric
. . Financial Inclusion is schemes such as solutions for enrolment, storage
Financial still a big challenge ‘Pradhan Mantri and verification, etc.
inclusion Jan-Dhan Yojna’ for
financial inclusion and
digital payments

FT Cash: Mobile platform for
cashless transactions for micro
merchants

Inefficient energy Smart energy Zenatix: loT based energy

distribution and monitoring and monitoring and control

control system control, energy
analytics platforms,
smart transformation,
etc.

REConnect Energy: Solar/wind
power forecasting and scheduling;
online renewable energy
marketplace

India’s Startup Landscape: Adapting to the New Normal (( 11
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Pain point Technology-based Startup-enabled solutions

opportunity areas with company examples

$6.6 billion per year
cost of delays due
to traffic congestion.
Traffic Additional $14.7
WENEICMTNE ilion per year fuel
consumption cost due
to delay®

Traffic management
systems, Big Data
Analytics based
infrastructure and
utilities management
systems

Traffline: Website and app-based
intelligent traffic monitoring

system providing real-time traffic
information

Ridlr: Public transport app that
finds the best route for daily
commutes, enabling smarter
and cashless travel on public
transport

1 doctor7per 1700 Access to healthcare, Lybrate: Web and mobile based
persons’. affordable platform for patients to connect
India is short of nearly [ diagnostics solutions, with doctors

500,000 doctors, telemedicine, etc. Portea: In-home healthcare
based on the WHO solutions

norm of 11,000 Mapmygenome: Molecular

population ® diagnostics, personalized health
solutions based on genetic tests

Healthcare

Gross Enrollment Online education Byju's: Online coaching for K12
Ratio in higher platforms, mentoring, and competitive exams like CAT,
education: 24.5%?° rural accessibility, etc. GMAT, etc.

Buddy4study.com: Online
platform connecting scholarship
seekers with scholarship
promoters

Education

4 =

Inefficient agri Technology based AgroStar: “Direct to farmer”
supply chain agri supply chain m-commerce platform where
system, productivity management farmers can acquire agri-inputs
challenges solutions, smart at their doorstep and increase
irrigation, etc. their produce

FrontalRain Technologies:
Provides social, mobile, analytics,
and cloud computing software
for food and agribusiness
industries

Agriculture

%

Making India’s vast
youth population
employable

Training, skill
development, up-
skilling and staffing
solutions

Aasaanjobs: Recruitment
platform for grey collared
industry to connect candidates to

Skilling and job opportunities

employment

3

EduBridge: A skill development
and vocational training company
that focuses on meeting the

skill requirements of companies,
government organizations

and semi urban/economically
backward youth

Startups today are increasingly foraying into areas such as affordable healthcare, agricultural technology,
rural education, etc., creating technology-enabled systems that target India’s age-old problems, in the
process are also generating investor interests. However, in such a nascent industry, challenges remain -
starting with transforming ideas into a scalable product or service, unit level economics, to gaining wider
acceptance.

With immense opportunities arising out of India’s domestic market, a well thought through business plan
that is not based on FOMO (Fear of Missing Out) and is more focused towards solving India’s innumerous
problems by offering innovative technology based solutions, will be a key driving force for growth of India’s
startup ecosystem in the coming years.

¢Source: Study conducted jointly by logistics firm Transport Corporation of India (TCI) and lIM-Kolkata., “Source:
Parliamentary committee report on health and family welfare, March 2016, éSource: IndiaSpend, *Source: Ministry of
Human Resource Development (MHRD), ndtv.com
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Startup Geographical

Asia’s second largest economy (by GDP at PPP) India, offers immense opportunities across various cities to
both entrepreneurs and investors. In addition to the traditional start-up hubs such as Bangalore, Delhi-NCR,
Mumbai, Hyderabad, Chennai and Pune, cities viz. Kochi, Kolkata and Jaipur stand out as the emerging
startup hubs in India, jointly accounting for $350 million worth of funding in 2016"°. Favorable factors such as
low operational costs and cost effective workforce are driving these cities to emerge as important start-up
hubs for the near future.

"9Source: NASSCOM
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Fig. 4: Startup Geographical Clusters in India - 2016

{ Mumbai : Delhi-NCR

: (Emerging Fintech hub) i (Ecommerce Hub) i
v' 30% Fintech Funding v 30% total e-commerce Start-ups
v No. of Startups: 800+ v" No. of Startups: 1175+ :
: v B2B: 30-40%, B2C: 60-70% i v B2B:25-30%, B2C: 65-75%

: v Funding: ~$750 million { v Funding: $1,050 million ‘
v Technology focus areas: Big: i v Technology focus areas: Big data

data and analytics, machine

---------------------------- and analytics, Enterprise Saas i
: solutions, Supply chain (logistics) :

learning/ artificial
intelligence

'Pune (Emerging
Healthtech destination)
v" 4 out of 10 are Healthtech
Startups ES
v No. of Startups: 300+
v’ B2B: 40-50%, B2C: 50-60% 9 ' .................... ‘Hd ....... bd ..................................... 5
v Funding: ~$200 million  § @ T T i Hyderaba :
v Techno?ogy focus areas: 9 9 (Infotech destination)
|oT, Health-tech cloud { v Technology MNCs
solutions i v No. of Startups: 400+
............................................................... 9 9 i v B2B:35-45%, B2C: 55-65%
.................... i v Funding: ~$300 million
] Bengaluru e i v Technology focus areas:

L. . Health-tech cloud solutions ,
(Silicon Valley of India) Inventory management

v’ 40% Overall Funding i solutions

v No. of Startups: 1300+
v B2B:35-40%, B2C: 60-70% " Chennai
¥ Funding: ~1,350 million (Emerging B2B destination)
v Technology focus areas: v o
Enterprise Saa$ solutions, >5-60% B2B Startups
Big data analytics, Electronic ¥ No. of Startups: 275+

health records v' B2B:55-60%, B2C:40-45%
g v Funding: ~$200 million
v' Technology focus areas:
Saas solutions, Big Data

Analytics
Source: NASSCOM, CliI
Fig. 5: Other emerging tech startup cities
Kochi Kolkata Jaipur
v" No. of Startups: 110+ v" No. of Startups: 75+ v" No. of Startups: 50+
v' Funding received in 2016: v Funding received in 2016: <350 mn v" Funding received in 2016: <350
<350 mn v Technology focus area/s: Fintech, T
v' Technology focus area/s: loT, Edutech v' Technology focus area/s: Cloud-
Robotics v Known startup/s based in the city based Edutech solutions
v' Known startup/s based in the (e.g.): FusionCharts, Taxmantra, v" Known startup/s based in the city
city (e.g.): Sieve Capacloud (e.g.): Cardekho.com, Grampower

Source: NASSCOM, Clil
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Startup Funding :ancrll

Unlike 2015, the year 2016 was characterized by funding drought. The year also saw the good run by
unicorns especially in successive rounds of funding and increasing valuation and growth, coming to a halt.

Highlights - 2016
39% drop in total startup funding since 2015
Average ticket size decreased from USD 8 mn in 2015 to USD 6 mn in 2016

18% growth in total startup deals since 2015, but ticket size reduced by 20-25%, indicating risk
diversification by investors

Ecommerce continues to rule the startup space

Delhi-NCR growing faster than Bengaluru (16% more deals and 38% more funding in 2016)
40% drop in late stage funding as compared to 2015

‘Bridge Funding' shines- 290% growth in total funding and 112% growth in total deals since 2015

Seed investments gaining prominence indicating that investors are doing smaller investments in
multiple companies, to mitigate risks

PE/VC Investors such as Accel Partners, Kalaari Capital, Blume Ventures, Reliance Jio, etc. raised a
corpus of ~USD 2 Bn for deployment in seed funding of early stage startups in 2016-17

PE investments stood at US$ 1309 mn , down from US$ 4,967 mn in 2015,

B2B outpaced B2C: Y-0-Y reduction of 25-30 % in funding in B2C, whereas B2B space registered an
Y-0-Y 18-22 % increase in funding

Average B2B ticket size in 2016 remained the same (~USD 4 mn) as that in 2015; whereas B2C ticket
size got reduced by ~30% (~USD 7 mn)

165 M&As in 2016 - 20% increase in M&A activity from 2015

Hyperlocal was the most active segment in M&A space (12%), followed by Ecommerce (8%), Fintech
and Fashion-tech (7% each) and Ed-tech (6%), in 2016.

Source: Inc42, NASSCOM, (SPIRT, Tracxn and Grant Thornton
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Startup Funding in India - 2016

From the figures in table 2, it can be deduced Table 2: Funding Comparison -

that investors are spending judiciously with 2016 v/s 2015

focus on profitability. Investors have however

shown interest in funding startups that they Parameter
believe have sgstamable unit economics and 2015 2016

a scalable business model, as seen by the

increase in the number of startups funded as Total funding in startups  IE AU RLY
well as the number of funding deals. Following No. of startups funded 600 650
is a funding break-up of B2B v/s B2C startups: No. of funding deals 650 680

Source: NASSCOM, Fung Global Retail & Technology, YourStory
Table 3: Funding Break-up of B2B v/s B2C Startups

B2C

Top funded (USD mn) Ibibo Group (250), Snapdeal (200), EPS: 35, Qubole: 30, Capital Float: 25
MakeMyTrip (180)

Top 3 funded Ecommerce (1500-1600), Edutech Ecommerce enablers and SCM (300-

verticals (USD mn) (150-160), Healthtech (110-120) 400), Core Technologies (150-180),
Fintech (130-150)

Source: NASSCOM, Inc42 *Till December 2016
Fig. 6: India’s Startup Funding Journey (2012-2016)

=
=-]
©
[ 7]
=
=
=
s
=
u§_ 2012 2013 2014 2015 2016
YEAR

M Disclosed Startup Funding (USD Bn)

Source: NASSCOM, Fung Global Retail & Technology, YourStory and YES BANK Analysis

Fig. 7: PE Investments Fig. 8: VC Investments
2016 2016
2015 2015
2014 2014
2013
2013
2012
2012
0 5 10 15 20 25
0 500 1000 1500 2000 2500 3000
B No. of deals B No. of deals
Source: VC Circle and YES Bank Analysis Source: VC Circle and YES Bank Analysis
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Fig. 9: M&As Fig. 10: Equity Capital Markets
80 10
60 .
40
0
20 2012 2013 2014 2015 2016
012 2013 2014 2015 2016 = No. of deals
= No. of deals Source: VC Circle and YES Bank Analysis

Source: VC Circle and YES Bank Analysis

Fig. 11: Comparison of deal value - 2012 v/s 2016

COMPARISION OF DEAL VALUE ($M)
1400

1200
1000
800
600
400

200
0 ——
VC Investments PE Investments Mergers & Acquisitions Equity Capital Markets

W 2012 2016

Source: VC Circle and YES Bank Analysis

2016 Funding Breakup across various stages:

Fig. 12: Funding received Fig. 13: Deals struck
Funding Received (%) Deals Struck (%)
6% 7%
6%
12%,
Late stage Early stage
28% Growth stage Growth stage
60% " m Early stage . 63% = Bridge funding
= Bridge funding % m late stage
Source: Inc42 Source: Inc42
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While early stage startups got the biggest share of the pie in both funding received and deals struck (>60%
in both the cases), ‘Bridge Funding’ is fast gaining popularity with 12% of all deals in 2016 falling under this
category, signifying high burn rates of startups.

Sector-wise break-up of total funding received: 2015 v/s 2016

Fig. 14: Deal value - 2015 v/s 2016 Fig. 15: Deal volume - 2015 v/s 2016
200 80
o 150 70
-
s 100 60
s 0 £ 50
-1} =
a g ; 40
BRI C N 3 2
S & D /\&@ ®Q§‘ Ae %a}\ 2 20
& Q@Q}
S 10
0
SeCtOf N N N & K N K
RGN G S
W 2015 2016 & & @Q\IQ@@ & @Q’@
D N
Source: VC Circle and YES BANK Analysis <§z,<@ &
Sector
m2015 =2016

Source: VC Circle and YES BANK Analysis

Fin-tech and Ad-tech were the sectors that performed better in 2016, with respect to deal value. Health-
tech, on the other hand, was the only sector that experienced more number of deals in 2016 than the
previous year, signifying a number of small size deals in the sector.

Table 4: Top 10 Startup Deals (2011-15)

Year City Investor Investee Startup sector  Deal value
(in US$ Mn)

2015 Warburg Ecom Express 132.70
Pincus Pvt Ltd

2015 Unnamed investors Pisces EServices 110
and Rocket Private Limited
Internet AG -Foodpanda.com

Rocket Internet and Pisces EServices

Goldman Sachs Private Limited -
Foodpanda.com

SoftBank Corp Housing.com -
Locon Solutions
Private Limited

Tiger Global and Hike Technologies
Bharti Softbank Private Limite
Holdings Pte. Ltd.

18 )) India’s Startup Landscape: Adapting to the New Normal



Gurugram

Bangalore

Chennai

Bangalore

Gurugram

Investor

Falcon Edge Capital
and Rocket Internet
AG

Tiger Global and
SAIF Partners &
Angel investors

OrbiMed and
MAPE Advisory
Group

Intel
Capital,Canaan
Partners, Soota
and other founders

Norwest Venture
Partners, Intel

Investee

Pisces EServices
Private Limited -
Foodpanda.com

Little Internet Pvt
Ltd -Little

Net-Meds
Marketplace Pvt
Ltd- Netmeds.com

Happiest Minds
Technologies Pvt
Ltd

FashionAndYou -
Smile Group

Startup sector

Foodtech

Discovery
platforms

Consumer
Healthtech

Data Analytics,
Management
and
Infrastructure

Retail

Deal value
(in US$ Mn)

Capital, Sequoia
Capital India, Nokia
Growth

Source: Grant Thornton

Table 5: Top 10 Startup Deals in 2016 (as of Dec 2016)

Location Investor Investee Startup sector | Last

Funding

Amount
(in US$
Mn)

1 February Delhi-NCR Naspers, Tencent Ibibo Group (acquired by OTA, 250
MakeMyTrip in October Accommodation
2016)
2 February Delhi-NCR Ontario Teachers’ Snapdeal Ecommerce, 200
Pension Plan, Iron Marketplace
Pillar, Brother Fortune
Apparel, Bennett Cole-
man & Co.
3 January Delhi-NCR Ctrip.com International MakeMyTrip OTA, Travel Tech 180
Ltd
4 August Delhi-NCR Tencent Holdings, Hike Mobile Messag- 175

Foxconn Technology
Group, Tiger Global,
Bharti Enterprises, and
Softbank Group

ing App
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Location Investor Investee Startup sector | Last
Funding
Amount
(in US$
Mn)
5 March Bengaluru Abraaj Group, BigBasket Grocery, 150
International Finance Ecommerce

Corp., Sands Capital,
Bessemer Venture
Partners, Helion
Advisors, Zodius
Capital and Ascent

Capital

6 January Mumbai Temasek Holdings, Car Trade Classified, Mar- 145
March Capital, Warbug ketplace
Pincus

7 May Mumbai Khazanah Nasional Fractal Analytics Analytics 100
Berhad, Aimia

8 January Delhi-NCR Tiger Global Shopclues Marketplace, 100

Ecommerce

9 April Delhi-NCR Softbank, Sequoia Oyo Budget Ac- 100
Capital, Lightspeed commodation,
Venture Partners, Marketplace
Greenoaks Capital,
DSG Consumer Part-
ners, Venture Nursery

10 July Mumbai Stripes Group, Net- BookMyShow Ticket Booking, 82
work 18, Accel Part- Event, Discovery

ners, SAIF Partners
Source: Inc42

2016: A challenging year for India’s Unicorn Startups

Over the past few years, revolutionary startups such as Flipkart, Snapdeal, Ola, Paytm, Quikr, Zomato,
InMobi, Shopclues, Mu Sigma and Hike Messenger, managed to capture the imagination of millions of
Indians, inspiring an entrepreneurial spirit in India. Over the years, these startups successfully attracted
billions of dollars of investments and grew into billion dollar unicorns, triggering the rise of innumerous
startups in the country. However, the good run for these startups came to a halt in 2016. The year was
characterized by funding drought, intense competition from international players and downward revision of
valuations for a majority of them, including Flipkart, Snapdeal, Ola, Zomato, InMobi, etc.

Mergers & Acquisitions

With various segments in the startup ecosystem going through course-corrections as well as consolidation,
M&As have now become a common practice for startups that have experienced big cashburns. India’s
startup ecosystem saw a 20% increase in M&A activity from 2015 with 165 M&As in 2016, thanks to few high
profile deals struck by companies led by acquisition of Jabong by Flipkart's Myntra", to reduce debt or to
consolidate their market share. The percentage is however small in comparison to the massive 56% between
2014 and 2015™.

"Source: Traxcn and http.//tech.economictimes.indiatimes.com/news/startups/indias-startup-ecosystem-see-165-mas-
in-2016/56229526
?Source: (SPIRT
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Fig. 16: Segment-wise Split: M&As in 2016
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With a considerable decrease in funding activity from 2015, Hyperlocal proved to be the most active
segment in M&A space (12%), followed by Ecommerce (8%), Fintech and Fashion-tech (7% each) and
Edtech (6%), in 2016.7

BSource: Inc42
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Inference

India experienced it's highest-ever startup funding (USD 9 Bn) in 2015, up from ~USD 5 Bn in 2014.
However, the startup landscape in 2016 proved to be distinctly different from that of 2014 and 2015
when ‘me-too business models’ scoring over original ideas or rock-solid business models. 2016 proved
to be a dry year for startups as the total funding fell to about USD 4 Bn.

Investors have been very selective in making investments, focusing more on realizing the investments
already made. Hence, in 2016 only those startups got funded which were believed to be creating actual
value.

Investors also believe that valuations were driven artificially in previous years as evident from mark
downs of unicorns.

However, not all sectors experienced a downward trajectory in 2016. Fintech, Healthtech, Enterprise-
tech and Media & Entertainment sector experienced a healthy growth trajectory. Further, with
demonetization most fintech companies experienced a never before growth opportunity, capitalizing
on the boost in digital transaction space.

With funding slowing down in the B2C space, B2B startups experienced a new found attention from
investors, overcoming their biggest challenge, i.e. investors not considering B2B startups to be as
attractive as consumer internet and ecommerce players.

Considering all indications from the year 2016 in the startup landscape, focus will continue to shift
from ‘me-too’ business models to original business ideas, careful spending and a greater emphasis on
profitability.

Funding drought of 2016 led to a big boost in startup M&A activity, signaling a surge in consolidation.
With implementation of GST from July 2017 onwards, a further increase in the number of M&As can be
expected.
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Incubators and

Incubators/ Accelerators (I/A) Landscape- 2016

As India continues to mature as a startup hub, Incubators/Accelerators (I/As) have a big role to play in this
growth by supporting and nurturing budding entrepreneurs and startups with strong mentorship, providing
necessary technical support, generating funds, among others and thus, helping them in their sustainable
growth.

Fig. 17: Incubators and accelerators in India - 2016
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India ranked third with 140+ incubators and accelerators in 2016, with only China (2400) and the US (1500)
having more number of startups globally. Owing to a 40% growth, India managed to inch past Israel (130
startups).™ Having said that, the gap with China and the US with respect to the total number of incubators
and accelerators, still remains huge.

“Source: NASSCOM
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Table 6: Incubators/Accelerators in India across all categories”

Corporate Independent Academic Startup sector

Incubators 174 68+ 10+

(~100) E.g. Indian Clie, Sine E.g. NASSCOM 10,000
Angel Networks Startups, t-hub

Accelerators 4

2+ 2+
(40+)

Cisco, Microsoft, E.g. Infuse Dalmia Smart City
Pitney Bowes Ventures Accelerator

Source: NASSCOM, YourStory, Crunchbase

Most incubators in India are run by academic institutions (70+), while the rest are either corporate (15+),
independent (42+) or government-supported (12+). Several big corporations such as Microsoft, Paypal,

Pfizer, Cisco, Times Group and Pitney Bowes run their own incubators and accelerators, benefitting budding
entrepreneurs of the country.

Fig.18: Top Incubator-Accelerator Hubs in India
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Bangalore, followed by Mumbai and Delhi-NCR continued to be the top hubs India, accounting for over
40% of all incubators and accelerators in the country.”

BSource: NASSCOM
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