
STARTUP STORIES

Shabnam Aggarwal was born and brought up in Silicon 
Valley, US, so it’s not  a surprise that  she became an 

entrepreneur. But her place of origin wasn’t the inspirat ion. 
Like any other Carnegie Mellon University graduate, she 
started working on Wall Street  but  says she hated the work. 
“ I really lost my soul,”  she says. After quit ting in 2008, she 

stumbled upon her t rue interest, educat ion, 
while working with survivors of genocide 
in Cambodia. She collaborated with an 
NGO to teach disadvantaged kids. Her 
last  stint  was at Pearson in New Delhi, 

which opened her eyes to the problems in 
schools. “ I talked to parents who wanted 

to help children fi nd their passion.”  
She launched Kleverkid, a market-
place for after-school activit ies, 
in 2013. Backed by Aarin Capital, 
Aggarwal has been in India for 
seven years and says, “Children 
in India need to feel ent itled and 
I want to help with that .”

EUREKA MOMENTS

E
ar lier this week, Craftsvilla, a 
Mumbai-based online 
marketplace for  ethnic products, 

acquired food etailer  PlacesofOrigin 
in an all equity deal. This was 
Craft svilla’s second acquisit ion in a 
month, af ter it  bought out  vir tual 
logist ics startup Sendd. The idea 
behind these acquisit ions is to build 
Craft svilla into a one-stop dest ination 
for all things ethnic, says its founder 
Manoj Gupta. Bengaluru-based 
PlacesofOrigin which retails sweets, 
savouries and other local specialit ies 
from across the country fits into 
Craft svilla’s vision of building the 
foods category into a huge one for 
the company, as it plans to go public 
in the next  two years. Gupta, an IIT 
Bombay and IIM Ahmedabad 
alumnus, says there’s going to be 
three to four more such acquisitions 
to bulk up Craftsvilla this year. “We 
are looking at  strategic acquisit ions 
in the ethnic space to ensure we 
realize our vision sooner. Sendd’s 
acquisit ion helps us reach smaller 
towns and villages, which is the 
ethnic heart land of India. Ethnic foods 
is a $10 billion category for us. 
PlacesofOrigin has cracked issues 
related to ethnic foods supply chain, 
which is a major challenge in this 
space. We are excited about ethnic 
services and Ayurveda as our next  
front ier category,”  he explains. An ex-
VC with Nexus Venture Partners, 
Gupta started Craftsvilla in 2011 along 
with his wife Monica as a plat form to 
sell products across categories, 
including clothing, handicrafts, 
jewellery and art . Having raised $1.5 
mill ion in init ial capital f rom Nexus 
and Lightspeed Venture Partners, 
Craft svilla went  through tough times 
as the business did not  grow as 
expected for  the next  few years. After  
four years, the etailer racked up f resh 
funds last year from Sequoia Capital 
and Global Founders Capital, among 
others, across two new f inancing 
rounds totaling $54 million.

At his first  job at  Voyages India in 2010, Anshuman Mihir 
was given the task of arranging 250 taxis for 500 

guests arriving at  a conference in Hyderabad. It  was 
the biggest  challenge he had faced, Mihir  
says. “Booking flights and hotels was 
easy. The tough part  was booking taxis. 
You couldn’t predict  the quality and we 
had to contact a lot of operators. There 
was a need to streamline the whole 
process,”  he says. And he did just that  
when he started My Taxi India, an inter-city 
taxi booking platform, with his friends 
Mohit Rajpal and Satyakam Rahul in 
2013. With a fleet of 7,000 cars, My 
Taxi India sees 5,000 t ransactions 
a month. It has raised $600,000 
in funding f rom Japanese taxi 
service Nihon Kotsu. Be it  Hy-
derabad or Delhi, Mihir says 
My Taxi India allows users to 
book 20 cars at a go.
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HE’S GOT THE DRIVE TO PUT  
PEOPLE ON THE ROAD

MANOJ GUPTA: THE 
CRAFT OF SUCCESS

SHE HELPS KIDS FIND THEIR 
PASSION AND A CAREER
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A
cr oss th e cou n tr y, war n -
in gs a r e bein g sou n ded 
about the com ing summ er  
likely to be th e hottest on e 
yet. Bu t th e on es alr eady 
feeling the h eat are en tr e-
pren eur s looking to r a ise 

millions of  dollar s to fu nd their  big ideas.
If  2015 was a r ecor d year  for  star tu ps 

receivin g fun ding, early sign s in  2016 poin t  
towards a parch ed year  ahead. In th e fir st 
two m onths of  2015, 85 deals wor th $306 mil-
lion  were closed; th e sam e per iod in  2016 
has witnessed only 48 deals at $121 m illion. 
While som e analysts descr ibe it as a cor rec-
tion followin g a spell of  wild investin g, oth-
er s say it’s tim e to brace for  th e drough t.

Going by the data, early-stage star tu ps 
are continu in g to gar n er  fu n ds, bu t th ose 
that have alr eady raised sign ifican t fu nds 
are fin din g it difficult to r aise m ore at h igh -
er  va lu ation s. “Early-stage sta r tu ps with  
niche m odels will con tinu e to h old inves-
tor s’ in terest. Besides, the fu nding r equ ire-
men ts at that stage are lower  as the concept  
is n ot  pr oven ,” says San jeev Kr ish a n , a  
par tner  at Pr icewaterhouseCoopers (PwC).

At th e oth er  en d are lar ge player s, par-
ticu lar ly  in  e-com m er ce, wh o a r e well 
fu nded, an d wh ere the story is different. A 
mutual fu nd m anaged by Morgan Stan ley 
has just cut the value of  its Flipkart holding 
by over  a qu ar ter  — su ggesting that, as far  
as Morgan Stan ley is concer ned, F lipkar t  
is n ow valu ed at abou t $11 billion , down  
from  $15.2 billion in  its last rou nd.

“After  m u ltiple r ou n ds of  fu ndin g an d 
a lot  of  ‘prom ise investin g’, investor s a re 
looking for  actu al per for m ance,” says Kr is-
han . He poin ts out th at in  m any cases, th e 
sam e investor  or  investor  grou ps h ave pu t  
mon ey into m ultiple platfor m s in the sam e 
segm en t, and they see ben efits in con soli-
dating r ath er  th an  bu r nin g cash.

PERFORMANCE COUNTS
“Ma n y com pa n ies  wer e fu n ded pu r ely  
with  a n  in ten t ion  of  u s in g capi ta l a s a  
weapon  to destroy com petition . Th ey will 
die or  fin d it difficu lt  to r a ise capita l u n -
less th ey ar e r ea dy for  a  m a ss ive down  
r ou n d,” says Moh a n  Ku m a r, execu t ive 
dir ector, Nor west Ven tu re Par tner s.  

Domestic and inter national factor s have 

played a role in  th e squeeze in  pr ivate eq-
uity and ven ture capital fu ndin g in  India. 
The wobbling Ch inese econom y has cast a  
cloud over  global markets. In  the US, tech  
stocks have taken a beating an d investor s, 
such  as Bill Gurley of  VC fir m  Benchm ark, 
which  invested in  Uber  and DropBox, h ave 
told u n icor n s to be pr epar ed for  lean er  
tim es. Back  h om e, vola tility in  th e stock  
m arkets an d a lin e of  star tup fa ilures h ave 
added to th e gloom . Many food-tech  an d 
hyper-local fir m s that took off  with  m u ch  
fanfare an d A-list backer s are str ugglin g to 
r aise fun din g past the Ser ies A rou nd.

Food  d e liver y  s t a r t u p s, w h ich  a r e 
capita l in ten sive, h ave been  th e worst  h it . 
In  October  2015, Ben ga lu r u -based m eal 
deliver y star tu p Dazo — backed by Goog-
le In dia  ch ief  Rajan An an dan , Am azon ’s 

cou n try m an ager  Am it  Agar wal, an d oth -
er s  — sh u t  d ow n  with in  a  yea r  of  i t s 
lau n ch after  it  r an  sh or t  of  capita l.

Rocket In ter net-backed Foodpanda had 
r aised over  $300 m illion sin ce its lau nch in  
March 2012, bu t by 2015, it was beleaguered 
with  repor ts of  fr au d. After  a ch ur n in  the 
senior  m anagem ent, 300 people were fired. 
Its com petitor s Zom ato an d Tin yOwl to-
geth er  fir ed m or e th an 500 people in  2015 
and have been  scaling down. Online r estau-
rant SpoonJ oy, which was backed by Flip-
kar t’s Sachin Bansal and got $1 million from  
SAIF Par tners, could not sustain  operations 
and was even tu ally acquired by Grofer s.

Star tu ps in  th e e-comm erce space h ave 
also foun d it difficult to hold th eir  ground. 
Va lyoo Tech , wh ich  oper a ted a  su ite of  
pr em ium  e-com m er ce sites — Bagsk ar t, 

J ewelkar t, Watch kar t an d Lenskar t — de-
cided to focu s on  its best per for m in g asset, 
Len skar t, an d sh u tter  th e r est .

Prof  Thillai Rajan , depar tm ent of  m an-
agem en t  stu dies, IIT Madr as, believes e-
com m er ce com pan ies tha t  got  sk y-h igh  
va luations in  the secon d or  th ird roun d of  
funding and could not deliver  are in  trouble. 
“For  su ch star tu ps, the econom ies of  scale 
are not working out,” Rajan says.

PICKY INVESTORS?
As m ore people choose th e entrepreneu r ial 
path  and reach  ou t for  funds, are investor s 
becom in g pick y? Not  r eally, says San jay 
Swamy, man agin g par tner, Pr im e Ven tu re 
Par tn er s, which invests in  very early and 
early-stage star tups. “We look for  great en -
tr epreneurs working on  h uge problem s. To 

that end, n othin g has chan ged for  u s — the 
qu ality of  entrepreneurs and oppor tunities 
continue to be on th e r ise,” he says.

Kar th ik  Reddy, m an aging par tn er  of  
Blu m e Ventures, adds th at the fu ndam en -
tals of  team , m arket oppor tun ities an d in -
n ovation are always the sam e.

Som e investor s feel, if  it comes, th e chill 
will be welcom e as it will separate th e m en  
from  the boys and help the r ight ideas shine 
th rough . Norwest’s Ku m ar  says: “Capital 
as a bar r ier  is giving way to companies that  
have good execution, great product and path  
to profitability. Su ch  com pan ies will get  
fu n ded an d need n ot  wor r y. Th is tr en d is 
actu ally very good for  entr epreneu rs.”

Raja n  believes ver y ea r ly  a n d ear ly-
stage sta r tu ps n eed n ot wor ry. “Th e an gel 
n etwork  wh ich  w a s ab sen t fou r  to five 
yea r s a go is st r en gth en in g n ow. Sever a l 
n ew investm en t  aven u es a n d pla tfor m s 
a r e open in g u p for  en t r epr en eu r s  wh o 
n eed  h e lp  con ver t i n g t h e ir  id ea s  in to 
bu sin esses,” h e says.

In du str y veter an s lik e Na n dan  Nile-
k an i , N R Nar ayan a  Mu r thy, Ratan  Tata  
a n d T V Moh an da s Pai  a r e pu t tin g m on -
ey in to th e sta r tu p ecosystem . Mu r thy’s 
Catam ar an  Ven tu r es h a s backed sever a l 
sta r tu ps, in clu din g on lin e insu r an ce plat-
for m  Cover fox a n d p aym en t  solu t ion s 
s t a r t u p  In n ov i t i . H i s  fe l low  In fos y s 
fou n der s Kr is Gopalak r ish n an  a n d S D 
Sh ibu la l h ave set u p an  in cubator, Axilor  
Ven tu r es, in  Ben galu r u .

GAME GOES LOCAL
Tata  an d Pai h ave been  on  an investm en t  
spr ee. In  two yea r s, Tata  h as invested in  
24 sta r tu ps, wh ile Pa i h as pum ped m on ey 
in to 34 st a r tu ps. Reddy of  Blu m e Ven -
tu r es  b eli eves  t h is  is  a  t r en d t o ch eer. 
“Dom est ic h om e-gr own  capi ta l sou r ces 
a r e  a  s i gn  of  a  lon g-t er m  su s t a in a ble 
h ea lt h y ecosys t em  th a t  can  bu i ld  exi t  
ou t com es of  a ll sizes, n ot  ju s t  lim it  a ll 
ch ases to u n icor n  h u n tin g,” h e says.

PwC’s Kr ish a n , on  th e con tr ar y, n otes 
t h a t  HNI investm en ts  a r e qu i te sm all in  
va lu e, a n d wou ld n ot  h ave a sign ifica n t  
im pa ct  on  th e  s t a r t u p fu n din g ecosy s-
t em . Bu t  P r im e Ven tu r e’s Swa m y say s 
t h e r ea l va lu e fr om  su ch  leader s is  less 
t h e m on ey it self  a n d m or e t h e ir  t im e, 
m en tor in g an d gu ida n ce.

Despi te  tr ea din g with  ca r e, ven tu r e 
capit a list s do h ave th eir  eye on  cer ta in  
sector s. For  Nor th west Ven ture Par tn er s, 
early-sta ge softwar e, con su m er, fin an cia l 
ser vices/ fintech  an d h ea lth car e com pa -
n ies will be a r eas  to w atch . P r im e Ven -
t u r e  i s  bu l lis h  on  fi n a n cia l ser v i ces , 
h ea lth car e, edu cation , con sum er / m obile 
In t er n e t  a n d  in t er n e t -of-th in gs  (IoT). 
Blu m e will focu s on  con su m er  bu sin ess-
es, followed by  d eep t ech n ology, en ter -
pr ise softwar e an d da ta  an alyt ics.

Kr ish a n  notes th a t  th e la r ge am ou n ts 
of  fu n d in g t h a t  h ave  gon e in to  e-com -
m erce, edu cation  tech  an d food tech  h ave 
ch an ged th e way people sh op, stu dy a n d 
ea t . “Th a t  bu yin g i tse lf  i s u n lik e ly  to 
slow, u n less th er e is a  gen er a l slowdown  
in  th e econ om y,” says Kr isha n .

After  a fr enetic per iod of  backing ideas 
and enthu siasm , VC investment m ight be-
come subdued. But money will still be avail-
able for  good team s an d good ideas.

S
an  Fran cisco-based In dian -
Am er i ca n  e n t r e p r en eu r  
Ka n w a l  Rek h i is a  veter an  
investor  an d has been  pu t-

t in g m on ey in to sta r tu ps for  th e 
last 30 year s. The co-fou nder  of  The 
In dus En trepren eur s, an d m an ag-
in g pa r tn er  a t  Inven tu s Ca pita l 
Par tner s, tells Ranjani  Ayyar  that  
sa n i ty  is fin a lly  r etur n in g to th e 
late-stage fu ndin g m arket.

Talk is that early-stage startups 
are managing to garner funds 
while the growth-stage players 
are f inding it  diff icult to get  
valuations that  suit entrepreneurs 
as well as venture capitalists. 
What  is your view on t his?
Ear ly-stage ven tu r e capi ta l is be-
in g pr ovided by a  m ot ley bu n ch  
of  abou t  dozen  or  so fu n ds t h a t  
a r e  d oi n g  t h e i r  u s u a l  t h i n g. 
Gr owt h -s t a ge  com p a n y  va lu a -
t ion s  h ave got t en  ou t  of  h a n d. 
Com pan ies wer e gr owin g toplin e 
with ou t  a n y r ega r ds  to th e eco-
n omics of  th e bu sin ess, n ot  a  ver y 
su stain able m odel. Sta r tu ps h ave 
to focu s on  becom in g self-su sta in -
in g at  som e sta ge. Soon er  th e bet-
te r ! Ca pit a l ebb s a n d flow s  a n d 
ca sh -bu r n in g com pa n ies som e-
t im es  ge t  ca u gh t  in  t h ose  eb b 
tides. In  m y view, san ity  seem s to 
b e  r e t u r n in g t o  t h e  la t e -s t a ge 
fu n din g m arket .

Are PE/ VC funds becoming picky 
about  who they invest in? At  the 
same time, family funds and high 
net-worth individuals seem to be 
on an investment spree. Is this a 
t rend to cheer about?
Th e ven tu r e  ca p i t a l (VC) bu s i -

n es s  i s  a l l a b ou t  b e in g ch oos y. 
P r iv a t e  eq u i ty  (P E ) fu n d s  a r e 
i ll-su i ted t o do VC inves tm en t s. 
Som e of  t h e  in ves tm en t s  m a d e 
in  t h e  p a st  d id n ot  seem  to  m ak e 
a n y s en se  t o  m e. Wh i le  flow of  
m on ey fr om  for eign  fu n ds seem s 
to h ave s lowed dow n , i t  is  gr ea t  
t o  see  t h e  loca l h igh  n e t -wor th  
in divid u a ls  st ep pin g u p. Bu t , by 
a n d  la r ge, i t  is  s t i ll  d om in a t ed 
by  t h e  for e ign  fu n ds. 

While a temporary squeeze on 
funds is manageable, do you see 
this becoming a prolonged 
downturn? Will we see a shake-up 
in the ecosystem soon with only a 
handful st artups coming through?
It  i s  n ot  lik ely t o be p r olon ged 

squ eeze. Wh at we saw was an  u n -
su sta in able an d u n n atu ra l bu lge! 
Th e ecosystem  is m atu r ing fast. I 
don’t expect an y sh ake-up. Star tu p 
activity will steadily build up, given  
th e gover n m en t’s focus on it. 

What is your out look for the 
coming months for startups, 
both early stage and grow th 
stage? Any advice for startups 
that  are looking at  2016 as t he 
year to raise big money?
Acch e d in s  (good days) a r e com -
in g. Th e gold en  a ge of  en t r epr e-
n eu r sh ip in  In dia  is a h ead of  u s. 
For  s t a r tu p s  on  t h e  look ou t  for  
ca pi ta l, keep  h u s t lin g. Mon ey is 
a v a i l a b l e  fo r  go o d  t e a m s  a n d 
good  id ea s.

 Those on the lookout for 
capital should keep hustling

In the US, eviction is 
the next big biz idea

FOR SOUND BUSINESS: Veteran investor  Kanwal Rekhi says growth-stage 
valuat ions have got out  of hand and it ’s time the funding market corrected itself

FINDING A RIDE: ANSHUMAN MIHIR

I
n  Novem ber, Bay Man agem ent Grou p 
tr ied to evict  Din ick yo Br own  over  
$336 in  u n paid r en t . Brown , wh o pays 
$650 a  m on th  for  a  tw o-bed r oom  

apar tm en t  in  Balt im or e, US, fou gh t  back , 
a rgu in g th e ch a rges ar ose after  sh e com -
pla in ed of  m ou ld. Th e lan dlor d dr opped 
th e case, on ly to file a  fr esh  evict ion  ac-
t ion —th is t im e for  $290.

Th e s tor y, a s  Br ow n  t ells  i t , m ay be-
com e th e n ew n or m al. In  Baltim ore, lan d-
lor ds in it ia ted 150,000 evict ion  pr oceed-
ings la st  year, a ccor din g to on e est im ate. 
In  2014, la n dlor ds  in  t h e US st ar t ed 3.4 
m illion  evict ion s. Th at  k in d of  volu m e 
h a s cr ea t ed a  fer t i le m ar ket  for  com pa -
n ies th a t  offer  to a ssist  with  su ch  cases. 
Click  Notices, a  sta r tu p, is on e of  th em , 
a n d i t ’s  th e on e t h a t  fi led both  a ct ion s 
a gain st  Br own .

Click  Notices wa s fou n ded in  2010 by 
Toyin  Bello, a  for m er  softwar e execu t ive 
wh o beca m e fr u s tr a ted  w ith  collect i n g 
past-du e r en t  on  h is investm en t pr oper -
t ies. Th e com pa ny in tegr a tes its pr odu ct  
with  pr oper ty  m an agem en t softwar e th a t  
lets la n dlor ds set r u les for  wh en  to begin  
evict ion s.

La s t  m on th , Click  N ot ices  closed a  
Ser ies A r ou n d, led by Sopr is Capita l, to 
fu el a  n a t ion w ide exp an sion . Ch ief  ex-
ecu t ive officer  Er ic Sigler  declin ed to say 
h ow m u ch  m on ey th e com pa n y ra ised or  
h ow m u ch  r even u e i t  ea r n s, t h ou gh  h e 
did  volu n t eer  t h a t  “ i t ’s  p r e t ty  ea sy t o 
th in k th a t th is can be a  billion -dolla r  m ar-
ket.” Click Notices says it  plan s to expan d 
i ts  op er a t i on s  fr om  eigh t  s t a t es  in to a  
n at ion al bu sin ess by th e en d of  next year.

Procedu r es (and costs) var y from  place 
t o p la ce. N a t ion w id e  E v ict i on , w h ich  
com petes with  Click Notices, ch arges $131 
per  evict ion  in  Vir gin ia , bu t  as m u ch  as 
$825 in  New York City. Th e aver age evic-
t ion , in clu din g cou r t  costs, m ain ten an ce 
fees, an d lost  r en t , ca n  cost  lan dlor ds a s 
m u ch  a s $1,700.

Dav id  Mer r i ll, d ir ector  of  bu sin ess 
d evelop m en t  a t  N at ion w id e  E vict ion , 
say s h i s  com pa n y h e lps  la n dlor ds  fi le 
“tens of  th ou san ds” of  evict ion s a  m on th . 
“We’r e n ot ou t to do m or e an d m or e evic-
t ions,” h e says. In stead, h e says, h is com -
pa ny h elps lim it eviction s by givin g lan d-
lor ds da ta  th ey ca n u se to m ake leas in g 
decision s.

Sigler  con t en d s t h a t  Cli ck  N ot i ces 
h elps r en ter s by m akin g th e m arket m ore 
efficien t . Ren ter s th a t  get  a  few m on th s 
beh in d ten d to stop payin g r en t  en tir ely, 
h e says. Click  Notices en cou r a ges its cli -
en t s t o  s t a r t  ev ic t ion  p r oceed in gs  a s 
ear ly as possible becau se r em ovin g prob-
lem  ten an ts open s up apar tm en ts for  peo-
ple wh o n eed affor dable h ou sin g a nd ar e 
willin g to pay on  t im e. “How do you  bu ild 
m ore affordable h ousin g? You  cou ld sta r t  
by m akin g th e sector  m ore efficien t,” says 
Sigler.  BLOOMBERG
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STARTUPS BRACE 
FOR DRY SEASON

Early-stage startups 
are continuing to garner 
funds, despite venture 
capitalists treading with 
caution, but growth-stage 
players are finding it  
difficult to get the kind of 
valuations they want. 
Morgan Stanley’s move to 
cut the value of its Flipkart  
holding by over a quarter is 
a sign of things to come

COUNTING CASH
VC INVESTMENTS IN INDIAN 

STARTUPS HAVE BEEN DROPPING

Week-on-week movement in 2016

Source: 
Venture Intelligence

Week 1: Feb 5

9 deals worth

$12 million

Week 3: Feb 19

3 deals worth

$8 million

Week 2: Feb 12

7 deals worth

$10 million

Comparison between
2015 and 2016

FEBRUARY

No. of investments

Amount($M)

No. of investments

Amount($M)

20
15

20
16

49
195
19
30

First  2 months of 2016

Amount
($M)

No. of 
investments

48 121

FEBRUARY

Week 1: Jan 8
Week 2: Jan 15

12 deals worth

$43 million

Week 4: Jan 29

8 deals worth

$9 million

Week 3: Jan 22

9 deals worth

$39 million

Comparison between
2015 and 2016

JANUARY

No. of investments

Amount($M)

No. of Investments

Amount($M)

20
15

20
16

36
111
29
91

First  2 months of 2015

Amount
($M)

No. of 
investments

85 306

JANUARY
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OUT OF HOME: Startups in t he US handle all 
aspects of  evict ions 

LEARNING TO TEACH: SHABNAM AGGARWAL
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